This is compilation of articles (currently 4) that Ev Gost has written for the PCN, and we will publish to provide information about the Delta Pilots Disability and Survivorship (D&S) Plan 

1. SURVIVOR BENEFITS FROM THE DELTA PILOTS DISABILITY AND SURVIVORSHIP PLAN

Even in the post-bankruptcy environment, the Delta Pilot Disability and Survivorship Plan (D&S Plan) provides a benefit to eligible survivors of deceased Delta pilots (including both disabled and normally retired pilots) — a survivor’s benefit that is distinct from and in addition to any joint life annuity benefits payable under the Delta Pilots Retirement Plan. This article will provide a brief review of survivor benefits under the D&S Plan.

Survivors eligible to receive benefits from the D & S Plan include the “Qualifying

Spouse” and in addition, may include natural born or legally adopted children under the age of 19 (under age 23, if still in school.) (IMPORTANT NOTE: A “Qualifying Spouse” is a spouse who was married to the pilot while he/she was an active Delta pilot and who remains the pilot’s legal spouse continuously up until the pilot’s death (see the Pilot Benefits Handbook for details.)

HOW MUCH CAN A SURVIVING SPOUSE EXPECT TO RECEIVE?

If you elected a lump sum distribution from the Delta Pilots Retirement Plan, a rough approximation of the surviving spouse’s benefit under the D&S Plan is the amount of annuity income that you were receiving from the Delta Retirement Plans (both Qualified and Non-Qualified) prior to Delta’s bankruptcy. For pilots who retired after Sept 1, 2005, a rough estimate is one-half of the formula retirement benefit that should have been payable if the Delta Pilots Retirement Plans had not been terminated. A more accurate estimation involves calculations based upon final average earnings, years and months of Delta service, age at retirement and variable increases that have occurred since the date of your retirement. An up-to-date estimate of your survivor’s benefits from the D&S Plan can be obtained by making a request through the Employee Service Center (1-800-MY-DELTA). An interactive Benefit Worksheet that estimates survivor’s benefits is posted on the website of the Delta Disabled Pilots and Survivors Association (DDPSA) at www.ddpsa.org under the Survivor section.
Most retiring Delta pilots elected a “single life annuity” from the Delta Pilot

Retirement Plan based on their reliance on the survivor’s benefit provided by the D&S Plan. However, if you elected a joint life annuity under the Delta Pilot Retirement Plan, an additional survivor’s benefit may be payable from the PBGC.

Future articles will discuss other aspects of the D&S Plan as well as the security provided by the D&S Trust.

The articles are based upon the research and opinions of the author, Ev Gost (Retired LAX 767 Capt). Although the information is believed to be accurate, no warranties are made or implied as to the accuracy of the information contained herein.

2. BRIEF HISTORY OF THE DELTA PILOT DISABILITY AND SURVIVORSHIP PLAN

Second in a series of articles by Ev Gost Retired 767 Capt LAX
Revised 5/2/10
The information contained in this article is based upon the research and opinions of the author. No warrantees are made or implied as to the accuracy of the information contained herein.  

As part of a collective bargaining agreement between Delta and ALPA in 1972, the Delta Pilots Disability and Survivorship (D&S) Plan was established to provide disability benefits for disabled pilots and survivors’ benefits for eligible family members of deceased active and retired pilots. 

ALPA agreed to contractual concessions in order to obtain conservative actuarial assumptions for funding of a trust (D&S Trust) from which D&S Plan benefits are paid. These conservative actuarial assumptions required favorable funding of the D&S Trust and eventually resulted in Plan Assets exceeding Plan Benefit Obligations. In fact, in the period 1994-1995 when Delta adopted SFAS 112 (which required the recognition of liabilities for post employment benefits), Delta recorded an after-tax transition benefit in the amount of $114 million primarily due to the over-funded status of the Company’s D&S Plans. It may be arguable that the D&S Trust and D&S Plan benefits of retired pilots were “bought and paid for” through contractual concessions in the 1972 and subsequent Pilot Working Agreements.  

The D&S Plan, the first of its kind in the airline industry, included three provisions that were not common in many disability and survivorship plans subsequently adopted by legacy air carriers. First, the plan established a disability benefit that did not terminate upon retirement, but continued for the pilot’s lifetime or until he regained his license to fly as an airline pilot. The plan was designed to provide the greater of either the disability or the retirement benefit. To accomplish this goal, the disability benefit was reduced dollar for dollar (but not below zero) by the amount of any retirement benefits actually received by the disabled pilot. Secondly, the plan provided for a survivors’ benefit that was distinct from, and in addition to, any joint life annuity that was elected under the retirement plan. Thirdly, the disability and survivorship benefits included a variable feature on one-half of the initial benefit payable under the D&S Plan.

Although the date of origin of the D&S Plan predates the Employee Retirement Income Security Act (ERISA) of 1974, the D&S Plan now is defined as a welfare benefit plan governed by ERISA regulations. The D&S Plan contains a Right of Revision clause; however, amendments to the plan are restricted under the Pilot Working Agreement. 

There have been amendments to the D&S Plan through the years, but the following modifications which occurred as a result of the Delta bankruptcy were the most significant:

1. For pilots who did not retire on or before June 1, 2006, disability benefits cease at the mandatory retirement age (now 65); however, twenty-two percent (22%) of a pilot’s disability benefit is contributed to his defined contribution retirement plan until the date of retirement.

2. For pilots who did not retire before January 1, 2008, survivors’ benefits were replaced by life insurance.

3. Beginning in 2006, the Plan authorized the annual expenditure of $60 million of D&S Trust assets to pay pilot sick pay and other legally permissible benefits--expenses that previously were Delta payroll expenses. 

As a result of increased plan expenditures and investment losses, the assets of the D&S Trust no longer are sufficient to pay all Plan Benefit Obligations.  

An expanded version of this article and a summary of the recently filed financial report of the D&S Plan will be posted on the Delta Disabled Pilots and Survivors Association (DDPSA) website at www.ddpsa.com. 

3. LATEST FINANCIAL REPORT ON THE DELTA PILOTS 

DISABILITY AND SURVIVORSHIP (D&S) PLAN

This is the third article in a series by Ev Gost, retired 767 Capt LAX and Vice-Chairman of the Delta Disabled Pilots and Survivors Association (DDPSA) www.ddpsa.com. 
Although the information contained herein is believed to be accurate, no warranties are made of implied as to its accuracy.

PLAN ASSETS FELL WELL BELOW BENEFIT OBLIGATIONS

The financial statements for the plan year that ended on June 30, 2009, indicate that the assets in the D&S Plan were significantly less than the plan benefit obligations.  The Annual Return (Form 5500 and accompanying statements) filed on April 15, 2010, reveals the following changes in the status of the D&S Plan from the previous plan year.





Year Ended


Year Ended





June 30, 2008


June 30, 2009

Plan Net Assets

$1,465,766,000

$1,002,822,000

Plan Benefit Obligations
$1,616,836,000

$1,575,066,000
Benefit Payments

$170,173,000


$173,320,000

Insurance Premiums

$3,177,000


$6,118,000

Employer Contributions

0


$4,599,000

Mgmt and Admin Fees
$9,294,000


$4,090,000

Active participants

6,692



12,688

Retired or separated

1,213



  1,329

receiving benefits

Retired entitled to

4,168



  4,126

future benefits

Survivors receiving

   615



     642


benefits

Assumed discount rate
6.75%



6.375%

Author’s opinion: There may be some comfort in the fact that Delta now is defined as an additional source of payment of D&S Plan benefits. However, the D&S Plan assets (which are in the D&S Trust) are the ultimate security for plan benefits because such assets are reserved for distribution to plan participants and restricted from reversion to Delta, its creditors or shareholders. 

Several years ago, the assets of the D&S Trust exceeded plan benefit obligations. As of June 30, 2009, plan assets fell short of plan benefit obligations by more than $575 million. Although it is likely that the recent recovery in equity markets has favorably impacted the level of assets in the Plan (D&S Trust), it is unlikely that plan assets currently equal or exceed plan benefit obligations.

The “burn rate” of plan assets may subside somewhat beginning in 2011. If D&S Plan assets are less than $1.2 billion, Delta will be required to make annual contributions to the Plan in the amount of 4% of free cash flow up to a maximum contribution of $60 million (free cash flow would have to equal $1.5 billion for that contribution to equal $60 million). It would be more comforting to most retired Delta pilots if Delta were to cease drawing $60 million annually from the D&S Trust to pay pilot sick and vacation pay.

This is the fourth in a series of brief articles by Ev Gost, Retired 767 Capt LAX and Vice Chairman of the Delta Disabled Pilots and Survivors Association (DDPSA). Although the information contained herein is believed to be accurate, no warranties are made or implied as to the accuracy of such information.
4. Understanding the Variable Benefit in the Delta Pilots Disability and Survivorship (D&S) Plan

Every year when adjustments are made to the variable portion of D&S Plan benefits (disability and survivor benefits), I receive telephone calls and email messages questioning the accuracy of the adjustment. This article will provide information that may be helpful in answering questions about the variable benefit.

When the Delta Pilots Retirement Plan and the D&S Plan were established in 1972, both plans included a variable benefit feature on one-half of the benefit. The lump sum option that eventually was incorporated into the Delta Pilots Retirement Plan was based upon the variable portion. When a pilot elected the lump sum distribution, his remaining retirement annuity was the fixed portion. If a pilot elected an annuity on the entire retirement benefit, variable adjustments still were applicable. Termination of the DPRP eliminated future variable adjustments in retirement benefits; however, the variable benefit remained in tact for disability and survivorship benefits under the D&S Plan.

The variable feature in the D&S Plan Survivors’ Benefit may be significant for eligible survivors of normally retired pilots because the initial variable index is based upon the pilot’s date of retirement. There can be a sizable increase in that variable index between the date of retirement and the date of death.   

How is the variable benefit calculated?

The initial variable benefit is converted to benefit units by dividing its dollar value by the benefit unit value as of the date of retirement or the date that the payment of benefits commence under the plan, whichever comes first. Benefit unit values are calculated each year on April 1st. The number of benefit units is multiplied by the newly calculated benefit unit value to determine the current Variable Benefit. Accordingly, the variable portion of D&S Plan benefits may increase each year on April 1st depending upon the investment performance of the assets in the D&S Trust; however, the Variable Benefit can never decrease below one-half of the initial benefit.

The formula for determining the magnitude of variable increases uses a 5 year weighted average of actual investment performance minus 6.5%. The investment performance in the most recent calendar year is counted 5 times; the yield in the previous year, 4 times; the yield 2 years previously, 3 times; the yield 3 years previously, 2 times; and the yield 4 years previously, 1 time. The sum of this calculation is divided by 15 to produce a weighted average of the investment performance. The weighted average of investment performance is reduced by 6.5% to produce the annual change in the benefit unit value.

Historical values of the variable benefit unit value can be found on the DDPSA website at www.ddpsa.com .  Click on SURVIVOR, then click on BENEFIT WORKSHEET and scroll down to TABLE FOR VARIABLE BENEFIT VALUES.


