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UPDATE 1-W. House opposes bid to curb airline ownership law

(Reuters 04/08 17:29:27)

(Adds more White House comment, details on merger, Senate opposition)

 By John Crawley

WASHINGTON, April 8 (Reuters) - The White House opposed a bid in Congress on Tuesday to tighten enforcement of rules limiting foreign ownership of U.S. airlines that if approved could disrupt plans by Germany's Deutsche Post to acquire ground delivery operations at Seattle-based Airborne Inc.

White House Budget Director Mitch Daniels, in a letter to  lawmakers considering the change as part of their negotiations on a nearly $80 billion war-time spending bill, said the plan would adversely impact the Pentagon's immediate need for flexibility in contracting air cargo services for airlift operations to and from the Middle East.

An amendment in the spending bill would prohibit Iraq-related funds from going to any air carrier not "effectively controlled by citizens of the United States."

While limited to Defense Department contracts for the next six months, the amendment, if approved, would put enormous pressure on the Transportation Department to permanently broaden the restriction to commercial businesses.

Such action, some officials have said, could hurt the merger proposal for Airborne to sell its ground operations to Deutsche Post's DHL Worldwide Express <DHL.UL> for $1 billion. The deal proposed in March is under review by regulators.

Congressional negotiators hope to sort out differences between the bills as early as Wednesday, but the ownership amendment, if approved, was not expected to hold up passage of the $80 billion spending bill.

"The administration urges the conferees not to include this provision in the final version of the bill as it could have an immediate and adverse effect on the nation's airlift capabilities," Daniels wrote to Rep. Bill Young, a Florida Republican and chairman of the House-Senate negotiating committee.

The amendment was also opposed by two key Republican senators, John McCain of Arizona and Trent Lott of Mississippi. McCain chairs the Commerce Committee and Lott heads that panel's aviation subcommittee. Both cited the administration's opposition as well as their concern that the issue of changing ownership policy wrests with their committees, not with negotiators on the appropriations bill.

Airborne has accused rivals FedEx Corp. <FDX.N> and UPS Corp. <UPS.N> of using their political muscle to prompt the ownership amendment as a way of blocking or dragging out the merger deal.

"The structure of the proposed DHL and Airborne transaction is transparent and clearly meets all current regulatory requirements," Airborne said in a statement.

Current rules limit foreign ownership in a U.S. carrier to no more than 25 percent of voting stock. Ironically, there has been sentiment in and out of government in recent months to relax those rules to give struggling U.S. airlines more access to capital.

Under the merger proposal, Airborne's air cargo operations would be separated from its ground operations and become an independent public company, called ABX Air Inc. To comply with U.S. ownership limits, ABX Air would be wholly owned initially by Airborne's shareholders.

The U.S. ground operations of Airborne and DHL would operate under the DHL name, but DHL would be the main customer of ABX Air.
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