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Rider in war funding bill gives UPS, FedEx an edge, DHL says 

MARGARET NEWKIRK 
Staff 
 

A Seattle-based air express company and its would-be German purchaser are crying foul this week over an eleventh-hour, special interest amendment tacked onto Congress' $80 billion Iraq war appropriations bill late last week. 

The amendment, backed by industry giants UPS and FedEx, calls for airlines that carry military cargo and get paid out of the $80 billion to be "effectively controlled by citizens of the United States," at least until September. 

The amendment would complicate plans by rival DHL Worldwide, owned by the German postal monopoly Deutsche Post, to buy Seattle-based Airborne Express, according to both a UPS spokesman and a statement on Airborne Express' Web site. 

On its Web site, parent Airborne Inc. called the amendment an effort by UPS and FedEx to throw a wrench into the sale. Airborne says the two giants want to prevent competition and maintain their "duopoly" by "redefining the decades-old citizenship requirements for ownership of air carriers." 

Sandy Springs-based UPS and Memphis-based FedEx have been battling to convince the U.S. Department of Transportation that DHL, as a property of Deutsche Post, doesn't meet the native-control requirements. 

Passage of the amendment is expected to signal the DOT about Congress' feelings on the issue. UPS spokesman David Bolger said the amendment "reaffirms the U.S. Department of Transportation position on foreign ownership. ... It is our contention that Deutsche Post is entirely in control of DHL airways." 

The Airborne statement said its proposed sale to DHL meets all regulatory requirements. 

The native-control amendment was co-sponsored by Sen. Saxby Chamliss (R-Ga.). 

A NATION AT WAR: PAYING FOR THE WAR: Senate Rolls a Pork Barrel Into War Bill
By DAVID FIRESTONE

WASHINGTON, April 8 -- The hour was late, the war in Iraq was raging, and members of the Senate simply wanted to pass the $80 billion bill to pay for the war and go home for the night. In their haste, many senators never realized last week that they were also voting to send $10 million to a research station at the South Pole that had had a hard winter.

Or that they were approving $3.3 million to fix a leaky dam in Vermont.

Or allowing themselves to spend more money to send notices of town meetings to voters.

Or allowing the Border Patrol to accept donations of body armor for dogs.

In fact, there were dozens of pork-barrel projects and special interest provisions that were inserted at the last minute Thursday night into the bill to pay for the war in Iraq, and the lawmakers were not particularly shy about acknowledging what they did.

Senator Lisa Murkowski, Republican of Alaska, for example, sent out a news release to reporters in her home state, boasting of helping the Alaska seafood industry with a provision allowing wild salmon to be labeled as organic. The release does not even mention that the intention of the overall bill was to pay for the war and improve domestic security. The provision was inserted into the measure by Ms. Murkowski's Republican colleague from Alaska, Senator Ted Stevens, the chairman of the Appropriations Committee.

Members of the House, who thought they had an agreement with the Senate to keep the war bill ''clean'' and free of extraneous matter, were furious this week when they saw what the Senate had passed. Although the House bill includes a $3 billion aid package for the airlines, it is relatively free of the personal projects inserted by members of the Senate Appropriations Committee. House leaders say they are determined to keep it that way as they negotiate the final bill.

''I'm very concerned about that, because we had an agreement with the Senate leadership that we would try to keep this bill as clean as possible,'' Tom DeLay, the House majority leader, said today. ''These things do nothing but slow down the process of getting the bill, and hopefully the conference committee can work out the differences and bring out a clean supplemental.''

Even more exercised was Senator John McCain, Republican of Arizona, who berated his colleagues on the floor last week for approving dozens of nonwar projects, at a cost of hundreds of millions of dollars, without even reading them.

''I was really appalled,'' said Mr. McCain. ''Here, in the name of fighting the war in Iraq, they loaded up the bill with pork-barrel spending. I mean, I didn't realize that Al Qaeda had reached all the way to the South Pole, but it's an example of a process that's simply out of control.''

But members of the Appropriations Committee, who brought up most of the extraneous provisions after 10 p.m. on Thursday, about 40 minutes before the bill would be passed, said many of the expenditures were vital and needed to be attached to a bill that was guaranteed approval. Although the president calls the measure a war bill, they said, it is really a wide-ranging appropriations bill that may be the only vehicle for months to enact important provisions.

''The administration itself has asked for funds in this bill that have nothing to do with Iraq, such as their request for aid to Colombia,'' said David Carle, a spokesman for Senator Patrick J. Leahy, Democrat of Vermont, who inserted several additions to the bill. ''Each year there is a midyear course-correction bill like this to address issues like these that cannot or should not wait another year.'' Mr. Carle was referring to the $104 million in the bill the president requested for antinarcotics efforts in Colombia.

The Senate bill included these special items:

*An increase from $320 million to $330 million for a science research station at the South Pole. A spokesman for Senator Christopher S. Bond, Republican of Missouri, who inserted the provision, said Antarctica had had a difficult winter and the station needed to lay extra pipes to get oil from a tanker ship.

*A communications system for the metropolitan government of Louisville-Jefferson County in Kentucky, which will cost $5 million. A spokesman for Senator Jim Bunning, Republican of Kentucky, said he asked for the money as part of the domestic security section of the bill, because police radios in the area work on different frequencies and need to be upgraded.

*A provision that would make it easier for senators to send out postcards to constituents to notify them of town meetings. The amendment, sponsored by Senator Arlen Specter, Republican of Pennsylvania, would eliminate wording that limited the taxpayer-financed postcards to counties of fewer than 250,000 people.

''This is directly related to the war effort,'' said Mr. Specter, who is preparing for a tough re-election battle. ''Meeting with the people of Pennsylvania is an important part of our job, including informing them of the war effort. It's really laughable to suggest this is anything but a minuscule change.''

*An amendment that would prohibit the German-owned DHL Worldwide Express delivery company from carrying American military cargo. The provision,

sponsored by several senators, came after lobbying by Federal Express and United Parcel Service, according to Senate officials, and could hinder a proposed merger between DHL and Airborne Express.

*A provision to shift $3.3 million to repair a leaking dam in Waterbury, Vt. A spokesman for Mr. Leahy said the need to rebuild the dam was urgent and could not wait until the next appropriations bill.

*A provision to allow the Border Patrol to accept donations of body armor for patrol dogs, also inserted by Mr. Leahy. An 11-year-old girl in Vermont has been raising money to buy a bulletproof vest for a patrol dog, but the current legislation does not allow the patrol to accept gifts.

All of these provisions were inserted into the bill by Mr. Stevens in an omnibus package of changes, known as a ''manager's amendment,'' just before the final vote on the legislation. Mr. McCain could have objected to the package and held up the entire bill, but he said he decided not to do so because of the need to pay for the war. But he said he would not agree to any more manager's amendments in future spending bills.

	UPS and FedEx lock horns with DHL



	BY TWO US PARCEL GROUPS HAVE GANGED UP TO BLOCK A GERMAN BID FOR AN AMERICAN FIRM, WRITES ROGER HAILEY




	US parcel giants UPS and Federal Express have scored the first hit in a bitter dogfight with German-owned DHL over its $1bn bid for domestic package delivery operator Airborne Express.

Intense lobbying by UPS and FedEx has added a single but significant sentence to Senate legislation intended to approve $80bn of funding for the war with Iraq.

The amendment means that any company receiving more than 50% of its operating revenue from a foreign entity or 'not effectively controlled by citizens of the United States' cannot carry military cargo.

In a swift response, Airborne attacked its two rivals, who are still smarting after failing to ground DHL's acquisition by Deutsche Post, the German post office that has spent billions of dollars building a global logistics empire.

In a statement, Airborne said: 'We believe this amendment is clearly influenced by UPS and FedEx, who are attempting to prevent competition by redefining the decades-old citizenship require- ments for ownership of air carriers.

'The structure of the proposed DHL and Airborne transaction is transparent and clearly meets all current regulatory requirements. ABX Air will be a totally independent company and will be 100% owned by public shareholders.'

Under the deal with DHL, Airborne's airline-related business will be separated and become an independent public company, called ABX Air, to be owned by Airborne's current shareholders.

DHL will acquire the remaining non-airline related activities for $1.05bn. Both the new company and ABX Air will enter in a service agreement.

The Airborne statement added: 'Given UPS and FedEx's 79% stranglehold on the US express delivery market, their opposition to this transaction is entirely predictable and it is no surprise that they would attempt to protect their duopoly in any way they can.

'Their attempts to delay our transaction will limit opportunities for American workers and deny choice to American consumers.'

Airborne has an 18.8% share in the US market for overnight delivery, and it delivered 356m domestic parcels last year.

The offending last-minute amendment was introduced without debate by Senate Appropriations Committee chairman Ted Stevens.

FedEx and UPS have already filed separate proposals with the US Department of Transportation, arguing that the DHL bid for Airborne may contravene a 25% limit on foreign control of US domestic airlines.

The Senate action must still be approved in negotiations this week to resolve differences with Congress.

The Washington Post quoted sources saying that the amendments 'could complicate if not scuttle plans' by DHL and its parent Deutsche Post.

The newspaper added: 'While the amendment applies only to military cargo, it sends a signal to the Department of Transportation that Congress favours stricter enforcement of rules governing foreign control of US air carriers.'


White House To Congress; Drop Air Carrier Provision 

By John Godfrey 
Of DOW JONES NEWSWIRES 


WASHINGTON -(Dow Jones)- Two Senate chairmen with White House backing have stepped up their effort to block legislation that would interfere with the merger of Brussels-based DHL and Seattle's Airborne Inc. (ABF). 

In question is a provision in the legislation requiring military airlift contracts in an $80 billion spending bill to go to U.S.-controlled air carriers. As currently drafted, the provision is relatively innocuous, but it could easily be changed to hit ABX Air, the air carrier that will be created under the DHL and Airborne deal. 

"We would object to any changes in current law or policy regarding this issue," Senate Commerce Committee Chairman John McCain, R-Ariz., and Commerce Subcommittee on Aviation Trent Lott, R-Miss., wrote in a letter released Tuesday. 

The White House's Office of Management and Budget Director Mitchell E. Daniels followed quickly with his own letter urging the provision be dropped entirely "as it could have an immediate and adverse effect on the nation's airlift capabilities." 

At issue is DHL's and Airborne's decision to sidestep U.S. ownership rules of air carriers by spinning off Arborne's domestic air carrier assets to create ABX Air. Under the deal, DHL will buy Airborne's ground-based services and equipment, but Airborne's original U.S. stockholders will own ABX Air. 

FedEx Corp. (FDX) and United Parcel Service Inc. (UPS) argue the deal violates the spirit of U.S. ownership rules, because ABX Air will derive more than 90% of its revenue from DHL. Therefore, it effectively will be controlled by DHL, the companies argue. 

Airborne counters that it is following current law and that FedEx and UPS simply don't want the competition. 

Senate Appropriations Committee Chairman Ted Stevens, R-Alaska, had been pushing a proposal that would have prohibited any of the airlift contract money in the $80 billion from going to a company that derived a majority of its income from a foreign entity. 

Stevens settled on the watered-down version of the amendment in the current version of the spending bill, but McCain said it could be used as a way to sneak the stronger version into a final House-Senate agreement on the war spending bill. 

The stronger version is backed by House Republican Whip Roy Blunt, R-Mo., who told the Wall Street Journal that he had spoken to Stevens about the amendment. 

Blunt said he is concerned that Airborne will be under the control of DHL, which in turn is owned and controlled by Deutsche Post World Net, Germany's partially privatized postal service. 

"Fundamentally, the issue is whether you have a foreign government competing for ... business" with U.S. businesses, Blunt said Monday. 

One industry analyst notes that Blunt's son, Andrew, serves as a consultant for UPS. 

House Majority Leader Tom DeLay, R-Texas, said the House is likely to bow to the White House on the issue of foreign contracting for the war with Iraq. 

"If the president doesn't want it, I expect it to be dropped," DeLay said of a House proposal prohibiting Iraq reconstruction contracts from going to Germany, France, Syria and Russia. 

But DeLay said he was also concerned about the deal with Airborne and DHL. DeLay said the U.S. should not raise barriers to companies because of foreign revenues. But, he is concerned about Deutsche Post's ownership of DHL and U.S. businesses "having to compete with companies that have the deep pockets of government." 

Lott said he finds some merit in UPS's and FedEx's arguments, but questioned the propriety of speeding legislation into the war funding bill. 

"Jumping in there with a sledge hammer before we have thought this through thoroughly is not necessarily the wisest thing to do," Lott said. 

-By John Godfrey, Dow Jones Newswires; 202-862-6601; John.Godfrey@dowjones.com 

UPDATE 2-W. House opposes bid to curb airline ownership law

(Adds details, paragraphs 9-14)

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 war spending measure.

"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 dominant 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.

But the cargo giants said the matter before Congress does not involve Airborne, but their long-running regulatory dispute over DHL Worldwide's ownership of Chicago-based DHL Airways.

They say the government should delay its consideration of the Airborne proposal until it determines whether Deutsche Post is trying to get around U.S. ownership laws in the DHL Airways case, as UPS and FedEx claim.

In a related subplot, Florida Gov. Jeb Bush, the brother of President George W. Bush, apparently opposes the amendment, Young said.

"Apparently, if this language stays in the bill, the plans to have a major headquarters for DHL in Florida would go away, and Gov. Bush is not really happy with that," Young said.

Young said he did not know if the foreign ownership amendment would survive the conference committee.

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.

 ((Reporting by John Crawley, editing by Jerry Kearney; Reuters Messaging: reuters.com@reuters.net; 202-898-8391))

	Deutsche Post faces difficulties with Airborne acquisition (Post hat politische Schwierigkeiten beim Airborne-Kauf)

	

	Deutsche Post, the German postal service operator, is facing up to potential problems with its plans to take over Airborne Inc, of the US, via subsidiary DHL Worldwide Express, for which it bid 980m euros two weeks ago. This comes after a decision taken in Congress to make it more difficult for foreign companies to enter the US market. At present, discussions are taking place concerning the ownership of a freight company involved in the transportation of military equipment, providing it is owned by US citizens. This may be extended to consumer goods.

Deutsche Post is seeking to take on the overland transport provided by Airborne. Its 116 aircraft would be brought in to a new business, called ABX Air, in which US shareholders would continue to own the majority shareholding. This point is being contested by US rivals Federal Express and United Parcel Service, who say that de facto ownership of the company would be in German hands.

Abstracted from Frankfurter Allgemeine Zeitung


Analysts - Airborne deal faces tough battle. 

By WILLIAM ARMBRUSTER - THE JOURNAL OF COMMERCE ONLINE. 
 

Industry analysts say DHL Worldwide's proposed acquisition of Airborne Inc. will receive intense scrutiny from the U.S. Department of Transportation. 

Greg Burns of J.P. Morgan Chase believes the deal will be approved because of its impact on competition despite fierce opposition from FedEx Corp. and United Parcel Service. 

"While DOT may delay the transaction, we believe the large-scale market position of FedEx and UPS combined and the relatively small market share of Airborne/DHL will make the DOT reluctant to block a transaction that does not appear to violate U.S. law," he said. 

Other analysts were more skeptical. Scott Flower of Salomon Smith Barney gave the deal a 60 percent chance of approval, but noted that it will also be subject to political pressures. Flower said he expects the Teamsters union, which represents about 250,000 UPS workers, to flex its political muscle to oppose the deal. 

At the same time, FedEx and UPS are continuing to wage a fierce campaign against DHL's ownership of DHL Airways. The parcel delivery companies won an important victory in March when DOT's inspector general, Kenneth Mead, criticized the agency's handling of the DHL Airways case. 

Germany's opposition to the U.S.-led war against Iraq could add to Congressional pressure on DOT, Flower said. DHL is owned by Deutsche Post World Net, the partially privatized postal monopoly that also owns Danzas AEI International. Forwarders such as BAX Global and Menlo Worldwide may also oppose the deal because their domestic delivery networks would face more vigorous competition from a strengthened DHL. 

The deal, which calls for Airborne to spin off its airline subsidiary, ABX Air, is structured in such a way that it seems to comply with the letter of the law, Flower noted. But opponents are likely to argue that it violates the spirit of the law, since the primary customer of the new airline would be DHL, a foreign-owned company. 

Ed Wolfe, an analyst with Bear Stearns, said he remains cautious about DHL's ability to obtain regulatory approval without a relatively drawn-out process. "Our sense is the transaction as currently structured would effectively result in DP's control of Airborne's domestic airline assets," he said. 

Wolfe noted, however, that the agreement requires DHL to proceed with the purchase of Airborne even without DOT approval. In that case, DHL would pay Airborne shareholders $21.65 a share, instead of the $21.25 plus one share of the new ABX Air originally envisioned if regulators approve the transaction. 

The deal, announced March 25, is scheduled to close on July 25. 

It is also possible that the Airborne acquisition could be blocked by the U.S. Committee on Foreign Investments, an inter-agency panel chaired by the Treasury Department, Wolfe said. It reviews mergers, takeovers and acquisitions from a national security perspective 

In addition, Congress could step in with new legislation designed to block the acquisition. 

Airborne takeover concerns Turner

Congressman visits hub to learn more about deal

WILMINGTON - U.S. Rep. Mike Turner was scheduled to receive a briefing from Airborne Inc. officials late Friday night and a tour the company's sprawling sorting hub here. Turner made the trip to learn more about Airborne's takeover by German postal service Deutsche Post AG and its potential impact on the region.

The $1.05 billion deal, which is subject to regulatory and shareholder approval, would create a major competitor to FedEx Corp. and United Parcel Service Inc. in the U.S. express delivery market.

Under its terms, Deutsche Post would merge all of Airborne's assets, except its aircraft, into its rush delivery arm DHL Worldwide Express. The airline assets would then be spun off into an independent company called ABX Air Inc., and DHL would contract with the new airline to carry its packages.

But other details about the takeover have been scarce.

One of the biggest issues, should the deal go through, is the combined company's plan for its two hubs in the region. Industry analysts have questioned whether the company should operate both hubs at full capacity.

Turner said he's "very concerned" about the deal and that he hoped Airborne executives would answer some of his questions. 

"At the same time DHL is moving forward with the acquisition, it's also operating a facility (at Cincinnati/Northern Kentucky International Airport) that has two-thirds excess capacity," Turner said.

Airborne's Wilmington hub, the largest private airport in the United States, has about 6,500 employees and can handle up to 1 million packages a night.

And DHL, through its 25-percent stake in DHL Airways, operates its main hub, with about 1,800 employees, at Cincinnati/Northern Kentucky International Airport. DHL is finishing a $214 million expansion at its Kentucky hub that will triple its capacity to 450,00 packages a night.

"This could either be a positive, with more jobs created in Wilmington, or it could result in a job loss, with some jobs moving to  Covington (Ky.)," said Turner, who was invited to tour the Wilmington facility by Airborne Chief Executive Carl Donaway when the takeover was announced.

Turner's questions match those of Airborne employees. Lynne Nowel, general counsel for Teamsters Local 1224, which represents Airborne pilots, said the deal's impact is "hard to predict."

"It seems like we learn a little bit more each day, but we really don't know," Nowel said.  "It could be a good thing, or it could be a bad thing."

