
December 3, 1968

Ered. Smith
Chief
Federal
2005 Corfaarmt* Avenue

Dear Fred; a : - ; - ••--'•*
- - ' --. ,- " ' ' — ;-' -• --' • "..',.' ", '• " .' - •'"•'• , : . ' ' . . . • " • • • •'-.'".. ' ••'-(, . '' - . • . .'•'-• '•'"•$ •• - ' •

In response to yoiir letter to^jnls dated; November, 30,,, 2988, I wisl;
to epianent^aoa^epine^of ^ttte.^sta^teinents -4n"a!dev:4n. -['that :'Correspon;d-., "...-.'.

-ence.: 'First-;Jetj;me^apoibglzev:'for./.the;'"inisunderst .abput ."the
date:. for. the .vBoard &f";:pirectbrs;;;jneeting we -.discussed at oiir
luncheon 'meeting;. " . I; 1inderstand;:n6w:Lthat the. fcepting: at .uwhich: -
you plan to dlsctiss changes , to the.Conpany pension1 plan is,
January 23 , 19B9 .

The ;'statement ;madê lh ̂yqur.'. letter., /!-r.
.and -;€tudyt ̂ only^s'^i^^Pf^prograRs.^canAadequately/-^
the contingencies the ̂ future ' :Jmay HoldriY 'is onê ir. whichrl r

concur.. During .our'viunp'heon̂ ^
.of the .fact that the ;originar;cpncept i.for ;our .;pen'sipn..:pZan - : -«
provided Vthiŝ inix'̂ in";a'/de;fined::t)ehefit̂ plan̂ of̂
average -ear̂ ningslwith 25" years ,.,p.f .service :;with:̂ OLA;,,provisions ; ,

; and a variable. Contribution plari;,:of .'• 4̂ .5* of J^nua^compensation vv
in an ̂ cash r allocation: that ;;v»ould: be compounded 6yer>that ̂ 25 j
Vyears "of service. , If /you .will .recall-,-;', my lonly jre_al concern with
your original ̂pian;was7;,the;̂
.programsV . "As'stated arî ;VYour ̂Employee JBenef its"^book, ..•" :; ; . .. . . . ' „ • .
contributions; tb^the 'Deferred Prof it '.Sharing Flan HDPSP) or, the
.variable contribution part ;tof;,our7 pension' plan .are "contingent
upon Federal ̂xpress's :leyel of profitability.'1 1'lA' defined .,;.c ; f,
contribution^ plan provides i^pr^casX allocations lâ d ,4s '-treated /
in the %ame;%anner in/;which salaries , are, a considered, an ;'- ";*
expense ̂item^n ; the Coinpany 'fr̂ udgetV̂ t̂ This Ifaci 4s vividly &.
exemplif ied-by;vthe fact ̂liaX̂ os)̂ îlp̂ iB*'̂ h6;l)iaye participated \n the 'pPSp since its inception have ;losr,"*due to the( lack of ;

cash funding of the -PPSP, ; ̂approximately Si 80 * 000. in .compounded
-dollars :;af̂ erv.J2J5;jrc?r̂ P̂̂ 8cr̂ cê ssumihg a \7* /annual growth £&

Ûre.fer̂ ĉ ĝêprovided) ̂•:Th!iŝ fa'ct;;is ;the'̂ pr.ima:ry';reasori: why l̂" was"; so "adamant
about refundihg^the DPSP' before any pther; changes are made, to V- ,
-the 'retirement, program. r ' . - . v -
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Another points raised in your; recent letter to cme; and; X guote>,
V. "y -•'-

negative : real. inte;rest rates) sucl
•• late; 190*15 ,; -Refilled. contribution: programs are ••
dlsadvantaged" , is one in which 3C ap'snot .fully t?pncifc
agree that those individual "safe
portfolio would be disadvantaged as they would not have 'the
option of moving, all or part of their funds to other more
lucrative investments, isuch -as "-, money -.market accounts or other

-, securities :imaisket ./investments . •• ̂ his:, -is one -of the rTveasons. the
fAB has been opposed r to limiting trhe investment options , :, . .
available . f or t-tiie, .ga'i'ip̂ s /'.an'c ̂hayeV̂ .̂ ested that . nore..:;optipnsT be
af forded" Us ̂;'such'taŝ -t%)se.-rproyi'Sed̂ 'pT̂ pilpts'/at.. Unite.fi- -:"V.;. : '" ;
••Air lines./-'.'1 'Anp'ther'̂ aspecti'o-f ."'•this' /cue'ŝ ion;'" is ;̂ that 'r.'thefv
likelihood 'qf, having ;a':perioc of.!disinterniediation or a.-period
^of deflation ;fcr any pro longed :'pprt ion of' a pilot's 25. " to : 30
year career ̂ is;'notvvery~greati ̂ thereby .providing even tho
select a safe harbor option a lir.ited risk to be severely
disadvantaged. In .fact those Jindlvic3uals,who;,.; through ..prudê
bney::"'mana'gemehtvv̂ invest wise'lŷ l&uririg/'piriofiŝ of .;moaerate ;;'-."-'

,f ihan'c;iai%6nal$!fb1is -̂ :̂ ost"-'l'ifeely;;if o1 'fee ̂experienced dur iii
majority,;, of .their ,25 "to" 30 year, career)" will .prosper ;,/..
consider ably "and "be ./in • a position -'-to.^more ;than' ..offset , the'

,.'ef feet s';of. \irif. 1st idhvT:v;;' ' ' : • • ; ' " - . ' " . ' •."•; ' • ' , . / .'.;. ":.,v' '. ,"' •";.'' " • " . ' • • . ': • • • > "

I - believe' 'the 'COLA";
;has;\ eai "and- "substantial "value r.as; '-a"pa'rt:;vof .our" pension '•.plan.; '..
My .point is "that the "CQL;A" of f ered ,by ,our "Company \is not .the -CO'LA 'L
commonly thougHt :bf :;by';;'the ;aver age':-' employee. y:The COLA goffered ,_, "'
;to"v;goyernmte'nt::'r employees -Jis '/an̂ ê̂ amplê of ''"one, "such . plan 'that "•'<s"et..sT"
.the 'Standard for jttqs't ''peppl̂ es'̂ cohcept̂ of :COLA. :;'.,! :thihk' its Is ;,,'
important to .recognize 'the 'differences^ The mos:t ,si"gnif icaht ,,
::difference>is the: fac:t :,that the; ;COLA goffered by Federal Express 1
:is .not,;cjDinput̂  .. f, ,
would; include, ;;preyious years ̂
basedvon the .'̂  initial ret iremeht ̂ income^ calculated, after^iointCt-i
and 'survivbr /benefits :'and sbcialvsecurity _oiffset have been V •
::conside;red7̂  ;:^lri Bother JWqfdsV ,;the ?gbvernment plan cpmpbunds COLA r ,
and the Federal Express plan does not. ̂ ît̂ ŝ also'̂ imppî t̂ t'vio ?
note ; that-there is ;a cap of .5% On the- Company •, COLA.; ; While I ;
have--my ;opinibn^aV"'fco; value :bf J;jCpLÂ jI 4o/hot:^know -what ̂ ybur ; 4"
opinion! is ̂ concerning >the real : value • of ;COLA.,'y I reguest^that ';>:/
you advise5 me ;a"s 'to: what Burner ical percentage 'you have ;ccncludecl
i s:.; the value : of : COLA /"in";burVp^nsion .plan."

>-; \- •'.. ~ •-•." •--
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In your letter you also make peferehce ^Q; xthe ̂ problem of;
Temployees not earning retirement 'c^^^x._jp^^^^^^-..
•the. a^rlitie^&niiastryr:<«" '"'
retirement

-•amount r r t&e most - common-. am0unt-'''beihg:Vi.* ."per^year -f or 5
additional _years; Those ; iairlines which -have combination
programs, for retirement (e,g> a defined benefit plan and a T
defined"" '.contribution, -plany. «f fer r. incentive^.' ''fifc-'£ax9&ag-
-aadi'tional, -credit in their, defined .rbenef it. j3lan;?by hot capping/
years of service. There is also incentive for an eiaployee to
continue wording |>ast age 60 to accrue funds in hite/her
cbntr;ibuti:on:j>lan:_ -through : contributions -fr6m'";the::cpinpany,

-froKvthetrtreneridous ^effect .of conipbundir.g.1.; 1 certair.iy,. support
the concept of .encouraging, through .incentives, an ;esiployee to. :
work ?past -25 years of service and/or age 60.

Any opinion.:! would .have concerning, whether, or not; the FAA -will
Baiter' its 'Tuie: concerning allowing pilots, to- continue:;;to-
:^asV^age^6O^ould ^be^subjective.-'; If ^the'-FAA'^does ^change
rule, , I suggest ;we; meet to discuss the implication cf such
action. .' " "•;.". • • • ' \ '•' '';"'-- '---': '-_:--^' - V " : - "

Another.issue which -was-not referenced .in/your^letter, but which:
is of:significant concern to us is early retirement; .As I
•mentioned to Yp^i»-? other;.': air lines''that: we surveyed; compute early ;"
^retirement;iincome • by; apply ing an >annual <percentage.;:rate ;; ̂ V-.:; v
/deduction-of :, approximately 3% ̂ to^an rpilbt's normal: Retirement? r';:
income.'>:bne aspect of the logic 'for "subsidizing 'early " -
retirement was to solve the problem of integrating their .
disability plans and:their retirement^plans. In other woras,>'
.the advantage is ;to shift a pilot from ,an; unfundedv .or marginally!
funded disability program to .an already-.funded'sretiipement, : : : :
program. :,Additionally^ -NASA .studies'as wel 1 as other recent•
technical studies indicate severe; circuital rhythm problems with
workers operating in combination ̂ daytime/nighttime work and, ' '
sleep cycles. This-gives; rise for; one?to toelieve^that reasons •
other -than -medical^problems .such as heart.disease, etc. jnay be; >
importantfconsiderations;in providing a more reasonable early
retirement optidnv>; Please ̂ advise^jne^as :tô /:your̂ viewsv.oh howv^ 4
best-to solve 'the early retirement issue. .;.•
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-Thank

Regards,

ccv Jim 'Barksdaae,

Crewmembers

-,-of -'


