
US Airways Settlement Proposal to the Retiree Committee

for Current ALPA, AFA, CWA and Non-Union Retirees

The following applies to all former Pilots, Flight Attendants, Passenger Service Employees, and Non-Union employees retired on or by February 1, 2005, (except that any such person who retired after 1/1/05 under a collective bargaining agreement that categorized that person as a "future retiree" will not be covered by this agreement) and will be effective on that date.

PRE-AGE 65 RETIREES:


1. With the exception of Pilot pre-age 65 retirees covered by this agreement, the current Company-paid medical and dental coverage programs will be terminated.   For pilot pre-age 65 retirees, there will be no change from the current (pre-November 2, 2004) retiree medical and dental benefits until they reach age 65.


2. COBRA coverage for medical, behavioral health and prescription drugs (“medical plan coverage”) will be available for those whose coverage is terminated.  This COBRA rate will be 102% of the active population's book rate.


3. It is the expectation of the parties that the Health Coverage Tax Credit (HCTC) will apply to the great majority of pre-age 65 retirees and their spouses and dependents in this group as a result of receiving COBRA medical plan coverage and receiving benefits payments from a defined benefit pension plan that will be administered and paid for by the Pension Benefit Guaranty Corporation (PBGC). Implementation of sections 4 and 5 is subject to an immediate distress termination of the three Mainline Defined Benefit plans; if such terminations are not effectuated on or by January 31, 2005, the status quo ante shall be reinstated with respect to current retirees represented by the Retiree Committee and the Debtors’ section 1114 motion will be deemed by the parties to be ripe for adjudication by this Court.


4. For retirees who are not described in section 5, to the extent that the COBRA rate for medical plan coverage, reduced by 65%, is higher than the retirees' contribution requirement (as in effect from time-to-time) pursuant to the existing medical coverage plan, the Company will make a taxable cash payment to the retiree of 50% of the difference. 


5. To the extent that the HCTC is not available for a retiree and his spouse and dependents because the retiree does not receive payments from a defined benefit plan administered and paid for by the PBGC, or due to the retiree being entitled to or enrolled in Medicare at or after age 65 and therefore not eligible to claim the HCTC for his spouse and dependents, the Company will absorb, through a reduced retiree contribution, 50% of the monthly difference between the retiree’s, spouse’s and dependents’ contribution requirements (as in effect from time-to-time) pursuant to the existing medical coverage plan and the COBRA rate.   Eligibility criteria specified in the Summary Plan Description for the existing medical plan will continue to apply for all categories of dependents.


6. The retiree, surviving spouse, and/or dependents shall be solely responsible for applying for the HCTC to reduce the monthly cost to the retiree, surviving spouse and/or dependents of medical coverage.  A retiree shall not be entitled to any payment under section 4 unless the retiree has elected and is receiving COBRA medical plan coverage from the Company for the relevant period.


7. The obligations under ¶ 4, 5 and 6 will expire when each covered individual becomes eligible for Medicare.


8. The retiree medical plan contribution rates and the COBRA rates referred to in this agreement will be based on the present and future medical coverage plan for active employees. 


9. A separate COBRA coverage for dental coverage will be available for those whose coverage is terminated. The COBRA rate will be 102% of the active population's book rate. 

POST-AGE 65 RETIREES:


1. For post-age 65 retirees, prescription drug coverage will be offered through 2005.  The retiree contribution rates for this coverage will be based on a Defined Dollar Benefit (DDB) cap.  The rates for 2005 are attached.


2. The Company will sponsor a Medicare supplemental group health arrangement, to be entirely funded by the participants.


3. No benefits or subsidies will be offered to retirees age 65 or older (as provided in the Initial Ask), except to the extent of (a) the prescription drug coverage described in ¶ 1, (b) the supplemental group health arrangement described in ¶ 2, and (c) the medical plan coverage for spouses and dependents described in ¶ 5 under Pre-Age 65 Retirees.


4. The Company will terminate all payments to any retiree for Company-paid life insurance or death benefits. 


MISCELLANEOUS


1. Any other retiree benefit as defined in section 1114(a), except to the extent maintained above, is terminated.


2. Agreement with the Retiree Committee on reductions in Section 1114 benefits is without prejudice to US Airways' rights to reduce privileges or benefits to retirees that do not fall within Section 1114.  Each party retains whatever rights with respect to Section 1114 benefits outside the Section1114 process it, he or she may have had prior to the execution of this agreement.


3. The Retiree Committee agrees that in the event this Agreement becomes effective, the Bankruptcy Court order authorizing such effectiveness shall provide that if thereafter, prior to the effective date of any Chapter 11 plan of reorganization for US Airways, the Company is in grave and imminent danger that it will be forced to suspend, discontinue, or materially reduce, its mainline flight operations, as compared to the operations as of the date hereof, it may seek to have the court modify the Section 1114 retiree benefits and upon such modification or in the case of any liquidation of the Company under Chapter 7 or otherwise, any claims arising from US Airways' inability or failure to perform under the terms of the Agreement shall be treated as a general unsecured claim and not as an administrative claim, except to the extent such claims are claims for compensation or benefits for services rendered during the pendency of the Chapter 11 case and prior to such liquidation in which case such claims shall be accorded administrative claim status to the full extent permitted by law.


4. In the event, after confirmation of a plan of reorganization, the debtors suffer extreme hardship subsequent to the execution of this agreement which poses an immediate threat of liquidation, the debtors, with prior notice to the individual members who now constitute the Section1114 committee, may institute proceedings in a court of competent jurisdiction to effectuate such changes as the court finds are necessary to avoid liquidation of the debtors
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