RSP 131   Oil   6/6/08
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,
Final distribution by DAL not until '09?  According to the best guess of the DP3 that is the way it is shaping up.  Wow, this thing drags on forever.  Is is possible there will not be much left to distribute?  Yes!  Time will tell. (see the update below shared by Denis)
 

The pension re-do effort.  Well, the letter by our DP3 has been sent but no answer yet.  I am sure ALPA will jump all over this fight and likely make it a top priority!  Not!  It will be in the Anderson corner and I am not sure he will answer the bell. 
 

D&S news:  It has been far too long after all the bankruptcy thing for our group to receive some clarification on this subject.  After all, we are all getting a little older and it is nice to know for our planning purposes to know what the calculations will be for the benefit of our spouses.  In the last RSP I attached a doc that should be helpful.  Now to this RSP I've attached the Gost spreadsheet which is public on the DDPPSA web site.  
 

Glad you are retred?  This Fall will be brutal for the industry.  My prediction - blood will flow in the street and another major (or two will fail and liquidate).  For a number of reasons airlines will contract, lose money, and some will bankrupt (again) and liquidate.  On the flip side see my piece on non-revving in the travel section.  
 

Today 6-6-08 Biggest Oil Spike ever!!!! Currently before close above $10.  
Oil Shock Stocks
at CNBC - 1 hour, 57 minutes ago
 

Iata Sees 08 Airline Indus Loss Of $6.1B With $135 Oil
June 2, 2008 5:27 a.m.
 By Rod Stone 
Of DOW JONES NEWSWIRES 
 

 ISTANBUL (Dow Jones)--The airline industry could rack up a combined net loss of $6.1 billion in 2008 if the crude oil price stayed at $135 a barrel for the rest of the year with further company failures likely, the International Air Transport Association, or Iata, warned Monday. 
 

The trade body, which represents about 230 full-service airlines globally, had previously been expecting a combined industry net profit of $4.5 billion for 2008, based on a $86 average Brent oil price. The industry made a net profit of $5.6 billion in 2007 after running up losses since 2000. 
 

Iata said it forecasts a 2008 industry net loss of $2.3 billion if Brent oil averages $107 a barrel during the year as many analysts have forecast. 
 

Iata Director General Giovanni Bisignani warned at his organization's annual general meeting in Istanbul that airlines around the world are struggling to survive due to the high fuel price, with 24 going out of business in the last six months. "We are in crisis...Our industry faces challenging times," Bisignani said. 
 

Fuel is typically either the largest or second-largest single cost item cost for an airline. Some larger carriers have already signaled they plan to cut services and raise ticket prices to compensate for higher fuel costs. 
 

The industry's total fuel bill for 2008 is expected to hit $176 billion in 2008 based on an average oil price of $107 a barrel, equivalent to 34% of operating costs. In 2002 the bill was $40 billion or 13% of costs. 
 

Bisignani added that global airline traffic growth is expected to slow to around 3.9% during 2008, from 5.9% during 2007, as the credit crunch hits passenger demand. 
 

The Iata boss said governments should look to ease the tax burden on airlines and act to ensure carriers aren't overcharged by airports. Bisignani also called on governments to ensure that energy prices reflect their true value rather than being driven higher by speculators. 
 

-By Rod Stone, Dow Jones Newswires:  
 

____________________________________ 
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) if there is one!
2008 - DAL-NWA Merger Timeline announced April 14, 2008
   April '08 - filed Hart-Scott-Rodino with Dept of Justice - completed April 14th, 2008
    May '08 - Non Rev cross airline improvements - completed April 29th, 2008
    By Fall '08- Shareholder approval, complete regulatory process, close merger
    After Fall '08 - complete integration (SLI)             

________________________________________________
DAL/NWA NEWS/RUMORS: (DAL AJC, DAL Yahoo,)
Delta CEO on CNBC:
http://cosmos.bcst.yahoo.com/up/player/popup/?rn=289004&cl=7843388&src=finance&ch=4043681
Cutting Capacity?  

From every excecutive voice the hew and cry is to cut capacity.  I contend that has not been the problem...yield is.  Current managers have load factors like never before.  There lousy performance has always been related to getting the yield they need from these record loads.  Well, today DAL announce record loads, and also have rumored out of the other side of their mouths that more capacity cuts may come soon, like UAL's huge cuts.  Read about DAL's record here;  
Delta Air Lines Achieves Record May Load Factors
PrimeNewswire - 7 minutes ago
Now check out this article that made the Wall Street from an anonymous pilot who talks about "capacity."
View from a Pilot: Why Airline Mergers Don’t Fly
Posted By Heidi N. Moore On June 4, 2008 @ 3:09 pm. 
Throughout the current debate about the future of the airline industry there has been one constant refrain: the airlines must cut capacity. Some analysts say the industry needs to cut so much capacity, in fact, that the only way to do it by combining two or more airlines in a merger. United is playing along: it is getting rid of 100 mainline aircraft, including all of its 737s.
At least one airline pilot takes issue with this idea. The pilot, who works for an airline seeking a merger (and isn’t authorized to speak on behalf of the company, of course), wrote to Deal Journal to tell us that people have it all wrong. The airline industry doesn’t need to cut capacity, he argues. The problem that allows dollars to fly out the windows of its 747s isn’t too much capacity, it is the industry’s management of it.
Below, as part of Deal Journal’s unofficial Reader Empowerment Week, here are some of this pilot’s thoughts on why reducing capacity will only drive up prices and why airline mergers don’t work. 
Capacity reduction is a bugaboo: “When industry pundits assert that there is too much capacity in the airline market and that consolidation is the appropriate response, I wonder how often you have flown on empty airplanes lately?…It isn’t that uncommon for me to travel [on a space available basis]…and to be told by the customer-service agent working the flight that I will not be able to board the aircraft as a passenger because the flight is oversold, has 25 revenue passenger standbys plus another 80 employee standbys. I frequently use my flight deck authority to ride to work…using a single available jump seat located in the cockpit as my only alternative to getting to and from work.”
Any capacity reductions will only be temporary: “Any reduction by legacy airlines will simply be filled by enthusiastic new entrepreneurs and new airlines who will buy airplanes on the cheap and backfill the markets pulled down. The airline business has always been a romanticized, ego-attractive venture for new entrants. Everyone wants to try their hand at this business, which has not made a cumulative profit since the Wright Brothers first invented the airplane. This is why we have had people like Howard Hughes, Richard Branson, Warren Buffet, Carl Icahn, Marvin Davis and the like venture into and out of the airline business. It is a business very attractive to big egos.”
Inventory management: “My belief is that there should always be one empty seat on every flight.…Seats sold beyond your inventory cost you three ways; first you charged too little for the inventory; and second, you now have to pay your customers to use alternative transportation with free tickets, upgrades, overnight hotels, etc. The third way this increases your costs is that it disenfranchises your customer and destroys his or her brand loyalty and it reduces your product to a commodity. When I regularly see flights oversold by 30+ customers I wonder what the reaction would be in other businesses selling seats! Would you tolerate a long planned evening at the theater to see a favorite show only to be told when you arrived that your seat was also sold to three other people and that you may not attend the show?”
Mergers fail: Mergers in the airline business have failed to produce the advertised result in every previous merger. I can’t imagine that you can point to one merger in the past that has produced a stronger, more viable enterprise. Having the government give their “wink of okay” simply will not fix our current operating environment or business models.
I have seen a lot of merger carnage in this industry over the past 25 years. The early mergers of Western into Delta, PSA into US Air, Air California into AMR, Reno Air into AMR, Piedmont into US Airways, New York Air into Continental, People’s Express into Continental, National into Pan AM, Ozark into TWA and TWA into AMR did little to improve the surviving airlines prospects and little incremental benefit was ever shown after the merger. Bigger is not better in the high fuel price environment we are in now.
You see Heidi, all of these airlines (and many others) departed the marketplace and the consolidation did nothing for the metrics of our business. Consolidation is just an excuse for the exercising of exit contracts which pay huge amounts of money to the CEO and his patrons for “change of control.” The market will always accept new entrants like Virgin America, Air Tran, Republic, several versions of Frontier Airlines, Frontier Horizon, New York Air, SkyBus, etc, to name only a few of the dozens of airlines that enter the market repeatedly and with the mantra that they “can do it for less!”
_______________________________________________ 
 

 

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
 

++++++++++++++
Re-Print from Roberts email on Prudential Health Insurance issues:

Here are the replies to the AETNA - PRUDENTIAL QUESTIONS email:

=========================
I also talked to Aetna and they told me the same thing.  They said that they are no longer seeking new corporate business, but those that already have the policies can keep them on an individual basis.  There has always been the possibility of a rate increase, but not on an individual basis.  The only rate increase would be an across the board increase for a particular class and that has always been the case.  They do not anticipate any increases in the near future.

======================
The company says that they will give us plenty of notifcation before we need to elect our options. Evidently, we may keep what we have BUT without any connection with Delta Ail Lines.

=========================
I talked with Aetna LTC twice and got the same information as Jo Ann Ohmsieder.  There would be no rate increase, but Aetna "reserves the right" to increase rates for the entire group.  Aetna mailed out an informational packet to all policyholders on  May 27.  I have not received mine as of June 2.

A commonly overlooked detail is spelled out on page 16 of the Aetna policy packet - NON FORFEITURE BENEFITS.  Basically, this clause says that the policyholder can stop paying premiums and receive reduced paid-up benefits.

It would appear on the surface that one could terminate Aetna, move to Prudential and retain the non forfeiture benefit from Aetna.  This is not the case, according the the Aetna representative with whom I spoke.  Once you terminate Aetna, then you are not eligible to join the Prudential group, and you have to terminate your Aetna policy to receive the non forfeiture benefit.  If you simply change your coverage to Prudential, you lose all Aetna benefits, including the non forfeiture provision.

There is a procedure to determine what the reduced non forfeiture benefits are for each individual.  You have to call Aetna (800-537-8521) and request your paid-up coverage numbers under the non forfeiture clause.  An Aetna representative will then run your unique figures and call you back with the information.

I hope this helps.  It is absolutely amazing that we have to continue to endure this series of never-ending goat ropes!

=========================
Thank you for introducing this Aetna issue to the Delta forum.
 I, too, received the letter from Rob Knight. I would like to keep my insurance with Aetna but I am concerned about the cost of our individual plan both now and in the future (which as the letter states depends on our individual plan's terms).
 In addition, we are advised that Prudential will offer the group rate " through at least December 31, 2015". What happens then? 
The enrollment period for Prudential is now through June 20. I'm looking forward to hearing from our fellow Group Long-Term Care Insurance Participants.Thanks again, Dave.

=========================
I just talked with Prudential, and the packets were mailed on May 30.  They have extended the time to reply until June 27.  They said the reply must be postmarked by june 27.  In my case, to keep the level of insurance I have with Aetna, my monthly premium will increase approx. 10%.

=========================
Latest from MY-DELTA regarding LTC Aetna/Prudential: Prudential forms mailed out May 30 response date pushed to Jul 7.

=========================
 I just spoke with an Aetna rep and she confirmed that both my spouse and I can continue with our present Aetna Long Term Care policies at the same rates. She said that the Delta letter has some misinformation and the intent was to inform policy holders that Delta is no longer sponsoring the Aetna program. Hope this makes sense ! THANKS for all you do, it IS appreciated; Dave

=========================
I suggest that everyone take a look at USAA if interested in LTC insurance.
They partner with John Hancock - the top rated company in this field.

=========================
 I called the Aetna long term care number , from my last billing. Delta was suppose to have mailed a packet May 27th on the Prudential Policy. The Aetna representative gave me the new rate on an individual policy and the price quoted was the same as my existing Aetna group policy. She also called attention to several details my existing  Aetna policy has, that the new Prudential Long Term Care Policy would not have. Until I receive the packet from Delta, I won't be able to make a decision. Thanks

============================
Dave:  I received Joann Ohmsied's e-mail regarding the Long Term Care policies through Aetna. Delta has opted to change over to Prudential fairly soon.  JoAnn talked with Aetna and was told we can keep our current policies at current rates.  The rates will, however, increase over a period of time depending on how many Delta people remain with Aetna.  Apparently,we would still be classified as a 'group' even though Delta is no longer affiliated with them.  I called Aetna and was told the same thing.  We have the opportunity to change over to Prudential as well with a slight increase in premiums and are guaranteed service til 2015.  It would appear that if most people remain with  Aetna, then we would enjoy the group rate that we now have and the inevitible premium increase would not be as severe. I thought I'd pass this on as it might shed light on this to others.  thanks.....Stu Evans

============================
From: "ESC.Delta" 
Subject: Long Term Care Insurance
To: robertsDL@mindspring.com
MIME-Version: 1.0
Reply-To: ESC.Delta@delta.com
Date: Wed, 4 Jun 2008 08:29:54 +0000
Content-Type: text/plain


Dear Mr. Roberts,
        
Thank you for your recent email to the Delta Employee Service Center regarding your questions/concerns about your Long Term Care Insurance.

My investigation has found the following information:

The personalized offer packages were mailed on 05/30/2008. Prudential has agreed to extend the enrollment deadline for postmarked enrollment applications through 07/07/2008. For additional questions or concerns you may have please contact Prudential’s LTC customer service center at 1-877-232-3561.

Thank you for the opportunity to assist you today.

Should you have any additional questions or concerns regarding this or any other matter, please feel free to contact the Delta Employee Service Center.

We are here for you Monday-Friday / 8:00 am-5:00 pm (Eastern Time) by either dialing 1-800-MY DELTA (693-3582) or via email at esc.delta@delta.com.

Cordially,

Nicole M.
Delta Employee Service Center

============================
From: "ESC.Delta" 
Subject: Aetna-Prudential LTC.
To: robertsDL@mindspring.com
Content-Type: multipart/mixed; boundary="92GXoqTNbrR9c0FWX=_yP81pAcPW5ABfUH"
MIME-Version: 1.0
Reply-To: ESC.Delta@delta.com
Date: Wed, 4 Jun 2008 08:32:55 +0000

Dear Mr. Roberts

Thank you for your recent e-mail to the Delta Employee Service Center regarding the Aetna-Prudential transition.

We are directing all questions on the services offered; cost, etc. to the Prudential Group Long Term Care Customer Service Center.  Their telephone number is 877-232-3561.  

Questions about remaining with Aetna should be directed to Aetna.

As a side-note, it may benefit you to know there was a delay in sending out the individualized mailings for participants.  They were scheduled to be mailed out May 27th, but it was pushed back until May 30th.  Because of this, Prudential has extended the enrollment window to receive postmarked enrollment applications through July 7, 2008.

Should you have any additional questions or concerns regarding this or any other matter, please feel free to contact the Delta Employee Service Center.

We are here for you Monday-Friday / 8:00 am-5:00 pm (Eastern Time) by either dialing 1-800-MY DELTA (693-3582) or via email at esc.delta@delta.com.

Cordially,

Jeff K.
Delta Employee Service Center


============================
I hope this clears up a little of the confusion.
Dave
________________________________________________
2nd Career:  
 

Jade Cargo: 
Dear Mr. W,
Thank you for your interest in Jade Cargo. Could you please go to our website  http://pilot.jadecargo.com to fill out the online application form? When we receive it, we will evaluate it and may invite you to our screening.
Please ask them to apply online, or contact me directly. If we can have around 20 applications, we may consider a screening in USA.
Thank you very much and please keep in touch.
Best Regards!
Liu Zize (Alex)
Assistant Manager Recruitment
 
Jade Cargo International Co. Ltd.
Phone:  +86 755 2991 0221
Fax:      +86 755 2991 0334
Mobile:  +86 136 3266 4464
E-mail:    liu.zize@jadecargo.com
Web:      www.jadecargo.com
Shenzhen Airlines Flight Operation Building
Bao’an International Airport
518128 Shenzhen, Guangdong Province
People's Republic of China
 
Chairman of the Board:
Mr. Li Kun
 
Chief Executive Officer:
Capt. Kay Kratky
+++++++++++++++++++++++++
737-300/400 Captains 
I need ASAP 2/3 B 737-300/400 Captains for a contract in Fujaria (DUBAI) flying former US Air B 737-300/400.
Pay and allowances are under negotiations, and 'am asking around 8.5/10 K. TAX FREE for 1 month.
Housing, transportation and expenses are covered and the these pilots will be acting as Training CA for the FO's.
Please advise if you have candidates.
 
Thanks.
 
Karel J.Muns
President Western Air-Crews Int. LLC
2449 East Lockwood circle.
Mesa Arizona 85213
TEL: 480-964-3437
FAX: 480-464-1248
MOBIL 602-432-5697

______________________________________________________________________ 
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.  
  

Creative planning for those with large IRA account balances. 
Estate Planning Options for IRAs 

By Philip J. Michaels 
There are three taxes that may be payable on the death of an IRA owner that could take a significant part of the account balance. The author explains various alternatives that may be used to minimize their impact. 
Estate planners and financial planners are having to deal with substantial IRA account balances as never before. Through the use of mutual funds and other investments, IRAs, Keogh plans, 401(k) plans, and other similar deferred income plans are increasing daily. While most taxpayers are aware of the benefits of deferring the income tax on these dollars currently and realize that they will have to pay income tax when these funds are drawn down, most are unaware of other tax implications, namely excise and estate taxes that will also be levied upon these funds. 
Taxes at Death 
There are three taxes that must be considered in dealing with an IRA account at death. First, there is, of course, the income tax and the fact the entire account, which has been growing free of current income tax, will be subject to income tax when the funds are drawn down. Secondly, because the IRA account is an asset of the decedent--a $100,000 exclusion was eliminated by TRA 84--the total IRA account is now includable in the estates of decedents dying after December 31, 1984. 
The third and final tax is the 15% excise tax based on the individual's "excess retirement accumulation." At death, the 15% excise tax is considered an additional estate tax, but the unified credit is not allocable against it. In addition, neither the charitable nor marital estate tax deductions are available to shield against this additional tax. Finally, neither the beneficiaries nor the estate is permitted an income tax deduction for the payment of this excise tax. However, the payment of the excise tax is a legitimate deduction against the gross estate in calculating the estate tax that may be due. 
To calculate the excise tax, the 
"threshold amount" must first be calculated. The applicable threshold amount is the present value of a single life annuity contract that is to provide for equal annual payments of $150,000 (indexed for inflation) commencing on the date of the decedent's death. The aggregate value of the client's IRA over the threshold amount will be subject to the 15% excise tax. 
Surviving Spouse 
The simplest way to deal with a large IRA account is to have the client designate his or her surviving spouse as the beneficiary of the IRA. This means the surviving spouse will receive the benefits of the IRA outright and not in trust. In this case, with minimal planning the surviving spouse can defer literally all estate and income taxes with respect to the IRA account. 
In most cases, the surviving spouse is entitled to collect and "rollover" the entire IRA account into a new spousal rollover account. Because, the asset is "passing" from the decedent to the surviving spouse, the IRA will qualify for the estate tax marital deduction and thus, no estate taxes will be due. Further, there will be no income tax payable until the surviving spouse actually draws down from the roll-over IRA account or is required to do so because of minimum distribution rules after age 70Aw . 
Finally, the 15% excise tax may also be deferred in the discretion of the surviving spouse. In certain situations, it may be beneficial to have the surviving spouse pay the 15% excise tax due at the death of the first spouse. By factoring in the decedent's grandfather amount and calculating the amount of the excise tax due at the death of the first spouse, it may be more cost effective in the long run to actually pay the excise tax at the death of the first spouse. For example, in one case a 63-year-old surviving spouse was the beneficiary of her husband's $2.2 million IRA account. At the time of death, the excise tax was calculated to be approximately $85,000. Because, the widow had other sufficient assets to satisfy her cash requirements, she did not intend to draw down on the IRA account until she reached the mandatory age of 70 Qs. In this case, she elected to pay the excise tax when her husband's U.S. estate tax return was filed. In this fashion, the IRA account could continue to grow tax-deferred with the entire account now completely sheltered from any future excise tax. 
Life Insurance 
Life insurance products have a place in proper estate and financial planning. One solution is to incorporate life insurance with an IRA. The easiest way to do this is to advise the client who is possibly taking minimum distributions from his or her own IRA, to make withdrawals from the IRA in greater amounts. After putting aside amounts to pay the income tax and attempting to avoid the payment of the 15% excise tax, (in 1996 the maximum withdrawal to avoid the 15% excise tax is $155,000), the IRA owner should consider using those extra after-tax dollars to buy life insurance. The new life insurance policy, of course, could be owned by a life insurance trust to avoid estate taxation. However, when more sophisticated planning is called for, the life insurance trust could be drafted to take into account generation-skipping. Thus, the IRA account could be used to fund either a policy on the life of the IRA owner or a second-to-die policy on the lives of the IRA owner and his or her spouse. This is a way to "leverage" the IRA account and turn a "wasting asset" that would be subject to numerous taxes into a fund that would be free of estate tax and possibly generation-skipping consequences. The one caveat to remember is that if the IRA owner and his or her spouse are relying on or need the IRA account during their retirement years, this solution might not be the best. However, for those who have substantial assets outside of their IRA accounts, and can afford to invade the IRA and use "excess" funds to purchase life insurance, this is a viable solution that should be considered. 
Unified Credit Trusts 
In reviewing existing estate plans, it is disturbing to discover that even though there is a surviving spouse, IRAs are sometimes payable on the death of the IRA owner to either a nonspouse family member or, in other cases, used to fund the unified credit or bypass shelter trusts under the IRA owner's will. As the reader now realizes, by having a nonspouse individual as the beneficiary of the IRA account, the possibility of deferring the estate and income tax may be lost. In almost all situations, this approach should be rejected. Further, having the IRA payable to the unified credit or bypass shelter trust is also not desirable. To fully fund a $600,000 unified credit trust under an IRA's owner's will, you would need approximately $800,000 to $1,000,000 to fund the trust after netting out the income tax that would be due upon the death of the IRA owner. Of course, one alternative is to have the IRA account paid into the trust on an annualized basis. Upon the death of the surviving spouse, however, all remaining amounts in the IRA would be subject to immediate income tax. 
Thus, in most situations where there is a surviving spouse, unless, as will be discussed later, the IRA owner wishes to fund a charitable bequest upon his or her death, the surviving spouse should be named as the primary beneficiary of the IRA. 
Trust for Surviving Spouse 
The previous discussion assumed the IRA passing to the surviving spouse would pass outright and the surviving spouse would be free to deal with the account or leave it to anyone or any organization he or she chose. However, if the IRA account owner wishes to "control" the account and dictate who the ultimate beneficiary will be, there are alternatives. The IRA owner will want to consider structuring the payments from the IRA so that they flow to the surviving spouse via a QTIP or marital deduction trust and not outright. 
This area is still in flux but with appropriate planning, the benefits of an IRA can be paid into a QTIP trust for distribution to the surviving spouse without jeopardizing the estate tax marital deduction. While the decedent may retain control over the IRA, it appears that the ability to defer the 15% excise tax will be lost. 
The QTIP trust should be designated as the direct beneficiary of the IRA. It is recommended that an irrevocable inter vivos trust serve as the designated beneficiary. The income tax on the IRA account will not be accelerated at the decedent's death. Rather, the distributions from the IRA account will first flow into the QTIP trust and then be distributed from the QTIP trust to the surviving spouse. The potential conflict is the amount of the withdrawal or distribution and how much income must be distributed to the surviving spouse each year from the marital deduction trust. For the marital deduction trust to qualify for the estate tax marital deduction, the IRC mandates that all of the income from the trust must be distributed at least annually to the surviving spouse. The problem is how much of the IRA account must be drawn into the QTIP trust each year and then distributed to the surviving spouse. At the moment, it appears the IRS's position is that the decedent must make an election before his or her death that provides the "greater" of all income earned in the IRA or the minimum distribution amount required under IRC Sec. 401(a)(9) must be paid from the IRA to the QTIP trust. Further, there must be no power in the trustee to accumulate income in the IRA or in the QTIP trust. 
For example, assuming the IRA account is the only asset in the QTIP trust and the required distribution amount from the IRA for the particular year based on the surviving spouse's age, etc., is $1,000, and the income earned within the IRA for the year is $800, the required distributions would flow as follows: If the proper elections are made, $1,000 must be withdrawn from the IRA by the trustee of the QTIP. However, only $800 must be distributed from the QTIP to the surviving spouse to satisfy the "all income" requirement for the marital deduction trust. The difference, or $200, remains in the QTIP, and the trust pays an income tax on that amount. The $200 (less the income tax paid by the QTIP) remains in the trust for future accumulation and distribution to the ultimate remainder beneficiaries of the trust. (This, of course, assumes no principal distributions are either made or permitted by the terms of the QTIP trust.) 
If, on the other hand, the minimum distribution amount from the IRA for the particular year is only $800 and the income earned within the IRA is $1,000, the full $1,000 is drawn down from the IRA and must be distributed to the surviving spouse from the QTIP trust to satisfy the income requirements of the QTIP. While the $800 must be drawn down from the IRA, the $200 may be paid from another source within the QTIP if there are additional assets available. 
The purpose of using a QTIP arrangement with an IRA is to control the ultimate beneficiaries of the account. However, all elections and the trust must be in place before the date of death if this complex planning is to be effective. 
Non-U.S. Citizen Spouse 
If the surviving spouse is a non-U.S. citizen, a QDOT trust arrangement is required, or the assets passing to the surviving spouse will not qualify for the marital deduction. A QDOT trust is similar to a QTIP trust but has additional requirements: at least one trustee must be a U.S. citizen or a domestic corporation; if there is a principal distribution, the estate tax must be withheld by the U.S. trustee from the distribution; and, finally, if the assets in the trust exceed $2,000,000, one of the trustees must be a domestic corporation (bank) or a bond must be provided to guarantee future tax payments. 
The same result can be achieved with a QDOT as with a QTIP regarding an IRA account. The IRS has issued a series of rulings that permit the estate tax marital deduction where a QDOT was designated the beneficiary of the IRA account. 
Charitable Bequests 
If the client wishes to make a bequest to a charity at his or her death, the tax professional should first examine what assets may be utilized to satisfy the bequest. Any bequest to charity will be deductible for estate tax purposes on a dollar for dollar basis with no limitations. An IRA account might be a suitable asset to use to fund the charitable bequest. However, it is poor planning to have the owner of the IRA account arrange for his or her IRA account to be first paid to his or her estate and then have the net amount, after the payment of income taxes, distributed to charity. 
The best method is to have the charity named directly as the beneficiary of the IRA account. Thus, on the taxpayer's death, the account (or any portion thereof) will pass free of estate and income tax to the charitable organization (or family foundation). 
This strategy, though, will not work during the IRA owner's lifetime. During his or her life, the IRA owner must first draw down on the IRA account and then after paying the income tax on the distribution, give the remaining net amount to the charity. In addition, all charitable gifts during lifetime are subject to certain limitations. Thus, the recommended method is to wait until death and have the IRA account paid to the charity or family foundation at that time. However, it should be noted that an IRA account payable directly to a charity will probably be subject to the 15% excise tax. 
Charitable Remainder Trusts 
Surviving Spouse. In those cases where the client wishes to provide for his or her surviving spouse and then have the net proceeds paid to charity, the IRA owner could elect to have the IRA paid to a QTIP trust for the benefit of the surviving spouse and then designate the charity as the ultimate beneficiary of the QTIP trust. In this case, the estate will receive a full estate tax marital deduction for the interest passing to the QTIP trust for the surviving spouse and a corresponding full estate tax charitable deduction when the remaining amounts in the IRA account pass to charity at the death of the surviving spouse. The only taxes will be the income taxes on the distributions from the IRA/QTIP to the surviving spouse and possibly the 15% excise tax. Another alternative is to have the IRA account paid into a charitable remainder trust for the benefit of the surviving spouse and then to charity. The same basic result is achieved in a far simpler fashion. 
Children. Up to this point, we have dealt with those situations where the IRA owner had a surviving spouse or wished to have the IRA account payable directly to a charity. However, many IRA owners are faced with the situation of providing for one or more children and having their principal asset, namely their IRA account, be subject to a series of taxes before any benefits are received by the next 
generation. 
Assuming the IRA owner's sole asset is a $2,000,000 IRA account and his or her only beneficiary is an adult child, there is another alternative to consider. If the IRA account is left directly to the child, the account would be subject to estate taxes, income taxes as it is withdrawn by the child, and possibly the 15% excise tax. These taxes could leave the child with as little as $400,000 as his or her sole inheritance from the parent. 
One technique that may be utilized to provide the child with a greater inheritance is the use of a charitable remainder trust ("CRT"). A typical CRT provides a stream of income to a noncharitable beneficiary or beneficiaries (i.e., individuals) either for their lifetime or for a set period of years. At the end of the trust term, the remaining assets in the CRT are then paid to one or more charitable organizations or possibly a family foundation. The most interesting aspect of a CRT is that it is totally exempt from income tax. Thus, if a client wishes, he or she could designate the CRT as the beneficiary of their IRA account at death for the benefit of the child. Since the CRT is exempt from income tax, the receipt of the IRA will not result in the payment of any income tax by the CRT. The benefit here is that the income beneficiary will receive an income stream from a much larger source rather than an IRA that has been subjected to various taxes. The negative aspect is that upon the death of the individual or individuals, the remaining assets in the CRT must pass to charity and are lost to the rest of the family. 
Before the IRA owner client decides on using a CRT, the estate tax situation must first be dealt with. Assuming in our example that the child is 55 years of age when the parent dies, the CRT provides for an 8% annuity payout to the child, and the IRC Sec. 7520 rate is 8%, there will be a partial charitable deduction for the actuarial value of the remainder interest that will eventually pass to charity. In this case the estate tax charitable deduction will be approximately $400,000. Assuming the estate taxes can be paid from another source, the child will receive the sum of $160,000 each year from the trust (8% of $2,000,000) for the rest of his or her lifetime. At the child's death, the remaining assets in the CRT will be paid to one or more qualified charities. No portion of the CRT will be subject to either estate tax or income tax at the time of the child's death. 
There are different ways to structure the CRT that may result in more income being paid to the child with a smaller charitable deduction. A charitable remainder annuity trust will pay a set amount to the chid each year and can never be varied. On the other hand, a charitable remainder unitrust will pay a percentage of the CRT's assets each year to the child. In this type of CRT the assets must be valued each year and if they appreciate, an additional amount will be distributed to the child in that particular year. If the assets in the unitrust should fall in value in a particular year, the child will be penalized by receiving a smaller distribution from the trust for that year. 
Tax Appointment Clause. In those situations where the taxpayer has accumulated a large IRA account, the use of a CRT may be the only way to avoid losing a substantial portion of the asset to taxes. In planning for an IRA of any appreciable size, it is mandatory to review the tax appointment clause in either the will or trust. If the IRA is to be payable to a CRT, for example, the IRA owner should avoid having the estate taxes paid from the CRT. If the taxes are paid from the CRT, an "interrelated calculation" will result in higher estate taxes and leave the testamentary plan in ruins. *
________________________________________________________________________________
Human interest: 
________________________________________________________
Misc. Emails Contributors: 
	Thanks Denis for the update:
Nothing new here - we are probably closer to a final qualified pension PBGC determination over a year from now than the final Delta nonqual/medical distribution (if any): 

http://www.dlretiree.info/bankruptcy/060508_Update_on_Bankruptcy_Claims.pdf 

June 5, 2008 

To: Delta Retirees 
Subject: Update on Bankruptcy Claims 

Recently we have had a few questions asking for an update on the bankruptcy claims process. As you may recall, the majority of retiree claims were resolved last year in connection with Delta’s emergence from Chapter 11. Claims that were for less than $2,000 received a one-time payment in cash. No further payments are to be made for these claims. Claims of $2,000 or more were paid with an “initial distribution” of Delta shares. A relatively small “final distribution” of Delta shares (to claim-holders who received an initial distribution of Delta shares) will be made in the future once all disputed bankruptcy claims are resolved. Here is what we do and don’t know at this point: 
• Virtually all retirees who are going to receive a claim have received their cash payment (for claims under $2,000) or an “initial distribution” of Delta shares. In other words, other than a handful of disputed retiree claims, there are no retirees out there still waiting to get their cash payment or initial distribution of Delta shares. 
• No claim-holder in the Delta bankruptcy proceeding has received a “final distribution”. 
• Delta is working diligently to resolve the remaining outstanding disputed claims – the majority of unresolved claims are with aircraft lessors. 
• While we have made much progress on this issue, there are still over $2 billion in disputed claims that have not been resolved. 
• The less we pay on the outstanding disputed claims, then the more the final distribution will be for claim-holders receiving shares in the “final distribution”. 
• We have reserved sufficient shares to pay these outstanding disputed claims. 
• We do not have a timetable for resolving the remaining unresolved claims and cannot predict when that will occur with any certainty. 
• We cannot make final distributions to any claim-holders until all disputed claims are settled and then we will make any “final distribution” due to all claim-holders at the same time. 

I hope this has helped clarify any questions you may have, but if you have others, please feel free to email me at Delta.Retiree@delta.com. 

Sincerely, 

Rob Kight 
Vice President – Compensation, Benefits & Services 

 

++++++++++++++++++++++++++++++++++
 

 

Subject: Responding to your message about merger impact on retiree's

 
	 
	 


Dear Mr. L : 
Thank you for contacting me regarding the Delta merger and its impact on Delta retirees. It is good to hear from you. 
Senator Isakson and I recently met with several members of the Delta Air Line Retirement Committee (DALRC). Many of them expressed the same concerns that you have in your correspondence, such as the merger's impact on their retirement benefits and the cost of their healthcare. Subsequently, we sent a letter to Delta's CEO to communicate DALRC's concerns and express their desire to have a seat at the table as merger discussions progress. 
 Delta executives have informed me that maintaining the pension plans and retirement benefits of retirees is something that they will strive very hard for during this process. 
If you would like to receive timely email alerts regarding the latest congressional actions and my weekly e-newsletter, please sign up via my web site at: www.chambliss.senate.gov . Please let me know whenever I may be of assistance. 
 

+++++++++++++++++++++++++++
Guys - Please Help Steve!
Mark,
Do you or any of your subscribers know how much the average retired pilot, over 60, is now paying for out of area health coverage thru Delta as of 07-08?
Thx,
Steve
 

Steve; See the Roberts contribution above for more info. Will still request guys to send in $$$ examples of what they are paying.
 

_________________________________________________________
TRAVEL Section:  Support the RSP network and become a "Ready...Set...Pack" traveler.  
 

Non-reving soon to get better?  I believe so!  
Listen, the airlines (DAL included) have got few good choices and they are all in survival mode.  They WILL contract and they also will raise fares.  They have no choice.  The economy and raising fares both will reduce load factor.  Yes, you will see frequency decrease.  But the the all important load factor will come down from those unsustainable and record levels.  More room for nonrevs.....mmmmmmmmm!   Just at the time when pouring gas in your old SUV is getting more expensive, flitting across country DeltaWest will become a bigger and better benefit.  The fall will be time to travel.   
 

++++++++++++++++++++++++++++++
 

Travel perks for retirees?  Pathetic!  
I can show you how to regain 
tremendous perks by becoming an agent.  
Click here for info on how to start down a path to regain incredible travel perks.
 

 

Click 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 PATRIOT MICRO CHIP, 

which is to be implanted in terrorists . 

The implant is specifically designed to be installed in their foreheads. When properly installed it will allow the implantee to speak to God instantly.  
It Comes in various sizes: 
The Implantee may or may not be allowed to choose the size. 
The implant may contain some information or precious metals:
The implant may or may not be painless. Some bleeding and or swelling may occur at 

the injection site. 
Please enjoy the security we provide for you.
Best regards, 
U. S. Marine Corps.

 

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

 

BBQ   RULES 
 


We are about to enter the summer and BBQ season. Therefore it is important to refresh your memory on the etiquette of this sublime outdoor cooking activity, as it's the only type of cooking a 'real' man will do, probably because there is an element of danger involved. 
  
 When a man volunteers to do the BBQ the following chain of events are put into motion:

Routine... 
  
(1) The woman buys the food.
(2) The woman makes the salad, prepares the vegetables, and makes dessert.
(3) The woman prepares the meat for cooking, places it on a tray along with the necessary cooking utensils and sauces, and takes it to the man who is lounging beside the grill - beer in hand.

Here comes the important part:

(4) THE MAN PLACES THE MEAT ON THE GRILL.

More routine.... 
  
(5) The woman goes inside to organize the plates and cutlery.
(6) The woman comes out to tell the man that the meat is burning. He thanks her and asks if she will bring another beer while he deals with the situation.

Important again:

(7) THE MAN TAKES THE MEAT OFF THE GRILL AND HANDS IT TO THE WOMAN.

More routine.... 
  
(8) The woman prepares the plates, salad, bread, utensils, napkins, sauces, and brings them to the table.
(9) After eating, the woman clears the table and does the dishes. 
  
 And most important of all: 
(10) Everyone PRAISES and THANKS HIM for his cooking efforts.
(11) The man asks the woman how she enjoyed 'her night off.' And, upon seeing her annoyed reaction, concludes that there's just no pleasing some women.... 
++++++++++++++++++++++++

 

Red State Update "Pick One!"
http://www.youtube.com/watch?v=5Mc3GQmGGms
 

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

 

 AAADD
 Recently, I was diagnosed with A.A.A.D.D. -
 Age Activated Attention Deficit Disorder.
 This is how it manifests:
 I decide to water my garden.  
    
   As I turn on the hose in the driveway, I look over at my 
   car and decide it needs washing.
 As I start toward the garage, I notice mail on the porch 
   table that I brought up from the mailbox earlier.
 I decide to go through the mail before I wash the car.
 I lay my car keys on the table, put the junk mail in the 
   garbage can under the table, and notice that the can 
   is full.
 So, I decide to put the bills back on the table and take 
   out the garbage first.
 But then I think, since I'm going to be near the mailbox 
   when I take out the garbage anyway, I may as well pay 
   the bills first.
 I take my checkbook out, and see that there is only 
   one check left.
 My extra checks are in my desk in the study, so I go
 inside the house to my desk where I find the can of Pepsi 
   I'd been drinking.
 I'm going to look for my checks, but first I need to push 
   the Pepsi aside so that I don't accidentally knock it over.
 The Pepsi is getting warm, and I decide to put it in the 
   refrigerator to keep it cold.
 As I head toward the kitchen with the Pepsi, a vase of 
   flowers on the counter catches my eye -- they need water.
 I put the Pepsi on the counter and discover my reading 
   glasses that I've been searching for all morning.
 I decide I better put them back on my desk, but first I'm 
   going to water the flowers.
 I set the glasses back down on the counter, fill a 
   container with water and suddenly spot the TV remote.
 Someone left it on the kitchen table.
 I realize that tonight when we go to watch TV, I'll be 
   looking for the remote, but I won't remember that it's 
   on the kitchen table, so I decide to put it back in the 
   den where it belongs, but first I'll water the flowers.
 I pour some water in the flowers, but quite a bit of it 
   spills on the floor.
 So, I set the remote back on the table, get some 
   towels and wipe up the spill.
 Then, I head down the hall trying to remember what 
   I was planning to do.
 At the end of the day:
 the car isn't washed,
 the bills aren't paid,
 there is a warm can of Pepsi sitting on the counter,
 the flowers don't have enough water,
 there is still only one check in my checkbook,
 I can't find the remote,
 I can't find my glasses,
 and I don't remember what I did with the car keys.
 Then, when I try to figure out why nothing got done today, 
   I'm really baffled because I know I was busy all
   day, and I'm really tired.
 I realize this is a serious problem, and I'll try to get some 
   help for it, but first I'll check my e-mail.
 Do me a favor:  Forward this message to everyone you know,
 because I don't remember who I've sent it to.
 Don't laugh -- if this isn't you yet, your day is coming!!
_________________________________________________

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."
