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Mr. Pete Kain 
Director 
Labor Relations - Ground 
United Airlines - WHQLR 
P. 0 .  Box 6 6 1 0 0  
Chic-ago, IL 6 0 6 6 6  

Dear Mr. Kain: 

We do not object to the changes to the pension plan described 
in your letter to me dated April 3, 1998. A copy of that letter is 
attached. 

Ken Thiede 
President & General Chairman 



World Headquartera 

April 3, 1998 

Mr. Kenneth Thiede 
President and General Chairman 
IAM District 141 
P.O. Box 3141 
South San Francisco, CA 94083-3141 

Dear Ken: 

We are proposing changes to the pension plan for IAM represented employees. - 
Specifically, we are proposing a reduction in the charges for the pre-retirement survivor 
death benefit (REA charges) and the addition of two optional forms of payment. 

First, the change to the REA charges. The current charges and the proposed charges 
are shown on the attached chart. In all cases the proposed charges will result in an 
improvement for IAM represented employees. 

The additional optional forms of payment are - a joint and survivor annuity with a pop- 
up feature and a single life annuity without a death benefit. 

The joint and survivor annuity with the pop-up feature is particularly beneficial 
when there is some concern that the spouse may not out live the employee. It is 
the same as the contingent annuity forms currently offered except that, if the 
retiree's contingent annuitant dies before the retiree does, the retiree's benefit 
will "popupn to the level of a single life annuity for the remainder of the retiree's 
lifetime. For this option, the contingent annuitant must be the retiree's spouse. 
Also, if the employee elects this option at retirement, the benefits payable during 
the retiree's and the spouse's lifetime will be slightly less than if the retiree had 
not elected the pop-up option. The individuals specific benefit information will be 
provided to the employee as part of the retirement package. 

The single life annuity without a death benefit will apply only to those employees 
or former employees who did not receive a refund of employee contributions. 
This also includes employees who were formerly members of the pilct pension 
plan and who have transferred to other pension plans and who have balances in 
their contribution accounts. The death benefit, which is included in all plans, 
provides that if there is a balance in the retiree's contribution account after 
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deducting annuity payments made before the retiree's death, that balance will be 
paid to the retiree's beneficiary. If the employee elects this new option, a larger 
benefit is paid because the contingent death benefit is waived. The employee will 
continue to have the option of electing the normal single life annuity with a death 
benefit. This option is beneficial to an employee who expects to outlive the 
relatively short contribution account pay out period. 

The two options described above will be in addition to the options that are currently 
available. It will be entirely up to the employee which option they elect and specific 
information will be provided to the employee at retirement. 

The primary reason for making the above changes is to resolve complexities imposed 
by ERISA. When employees transfer from one plan to another during their career with 
United, their accrued benefit moves with them to their new pension plan. Because REA 
charges are not now the same in each plan, we must preserve the REA charges 
incurred in each plan for the period that the employee is in that plan at the rates 
applicable for that plan. We must also give the employee all the optional forms of 
payment that were in the prior plan with respect to that portion of the employee's 
accrued benefit that was earned in the prior plan. 

These requirements result in significant complications both from an administrative 
perspective and a communications perspective. Without the above changes it becomes 
extremely difficult to explain to employees who have been in more than one pension 
plan what their benefits are and to provide easily understandable information to help 
them make well considered elections. 

If you do not object to the above changes, please sign the attached letter and return it to 
me by April 20, 1998. If you would like to discuss this, please let me know and I will be 
happy to obtain any information you need. 

Sincerely, 

peter B. Kain 
Director 
Labor Relations - Ground 

cc: Virginia Grady 



Comparison of Current and Proposed REA Rates 
Ground 

Active Employees Terminated Vested Employees 

Age E3Em.t ProDosed Present 
GrouD % % % 

eroDosed 
% 

Under 35 0.00 0.00 0.18 0.00 

35-39 0.05 0.04 0.20 0.04 

40-44 0.1 1 0.07 0.24 0.07 

45-49 0.22 0.14 0.28 0.14 

50-54 0.32 0.29 0.31 0.29 

55-59 * 0.00 0.00 0.35 0.29 

Assumes employee has at least 10 years of service, if not, the age 50 to 54 charge 
continues. 


