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Briefing regarding the situation at the DHL/Wilmington Airpark
August 8, 2008

On May 28, 2008, DHL announced it is negotiating with its competitor United Parcel Service
(UPS) to have UPS replace DHL’s U.S. airlift and hub operations based in Wilmington, Ohio. If
it goes through, this deal will economically devastate Wilmington and seven southwest Ohio
counties through the direct loss of at least 8,200 jobs and many more indirectly.

History and Current Operations

The Wilmington Air Park has been a regional cargo freight hub and the area’s largest employer
since 1980, when Airborne Express bought the former Clinton County Air Force Base, creating
the largest privately owned airport in the U.S. The air park has two landing strips with the
capability to handle simultaneous incoming and outgoing flights, making it ideal for air cargo
operations.

In 2003, DHL acquired Airborne and, with it, ownership of the Wilmington Air Park. Soon
afterward, DHL received $422 million in incentives from the State of Ohio and local
governments based on its commitment to maintain and expand jobs.

Currently, DHL contracts with ABX Air, Inc. (“ABX Air”) to perform its national cargo sorting
and air freight operations. ABX Air, which was created during the Airborne acquisition, is a
cargo airline that operates out of Wilmington. It is a subsidiary of Air Transport Services Group,
Inc. (NASDAQ: ATSG). More information is available at www.atsginc.com and
www.abxair.com.

ABX Air has two contracts with DHL. The Aircraft, Crew Maintenance and Insurance (ACMID)
contract covers air cargo flights and associated operations. Under a separate Hub Services
contract, ABX handles DHL’s package-sorting operations at Wilmington and in 15 hubs around
the country.

DHL also contracts with another airline, ASTAR, to carry a portion of its air cargo. Formerly
known as DHL Airways, ASTAR is headquartered in Miami, Florida. DHL owns 49 percent of
ASTAR. More information is available at www.astaraircargo.com.

Economic Impact

Based upon 2006 data, the DHL Air Park is the largest employer in a seven-county southwestern
Ohio area that includes Clinton, Fayette, Highland, Brown, Ross, Greene and Adams counties.
Air park employees come from 45 of Ohio’s 88 counties.

A DHL-UPS contract would result in the direct loss of 8,000 area jobs — with nearly 2,000 more
indirect job losses. The economic impact from salary loss for ABX alone, in a worst case
scenario, would be follows [jobs numbers in brackets]:

Clinton County* — $80.81 million [2,311]
Highland County* — $54.25 million [1,549]
Fayette County* — $12.28 million [351]
Brown County* — $5.5 million [158]
Adams County* — $5.4 million [184]



Other counties with significant potential job loss numbers include:
Montgomery -- 443

Greene* -- 573

Warren* -- 316

Ross County* — 102

*DHL/ABX/ASTAR is the largest employer group for this County

The economic impact on Clinton County alone would be as follows:

Loss Description Annual Amount Lost
Payroll ABX Air, DHL, ASTAR, $257,100,000
US Customers and other air
park
City of Wilmington 1% income tax $2,571,000
Clinton County Sales tax revenue $1,600,000
Wilmington Public Schools | 1% income tax $562,500
Local Business Includes area business $160,000,000
impact
Employee health coverage | Estimate based upon $63,000.000
TOTAL (APPROXIMATELY, ESTIMATED) $421,896,500

The deal would have far-reaching implications for Ohio’s logistics industry as a whole. Ohio
currently is a U.S. logistics leader, and DHL’s national sort facility in Wilmington is a key asset
in a logistics management network that encompasses the entire spectrum of the industry. Ohio’s
central location and transportation strengths, including DHL, means that companies located in
Ohio are within one day’s drive of 62 percent of U.S. manufacturing facilities and within 500
miles of 59.5 percent of the U.S. population. DHL is crucial to maintaining Ohio’s edge in the
logistics industry.

Efforts Underway to Address the Issue

Ohio’s elected officials are spearheading efforts to avert the potential economic disaster that
could follow if DHL is successful in negotiating a deal with UPS.

On June 6, 2008, Mayor David Raizk, with the support of Ohio Lt. Gov. Lee Fisher, formed a
broad-based task force created to preserve jobs and craft economically feasible solutions
stemming from the potential deal. Since the announcement in May, the task force has convened
every other week to report progress. Individual committee meetings have been held weekly.

The Ohio Attorney General has put DHL and UPS on notice that they will be looking closely at
this transaction for compliance with the state’s antitrust law.

State Senator John Carey (R- Wellston) and State Representative David Daniels (R~ Greenfield)
have called for a joint meeting of the House State Government & Elections Committee and the
Senate Finance and Financial Institutions Committee, to be held in Wilmington, to hear
testimony on the issue and address ways the state of Ohio can help in the matter. The meeting



will be held on Tuesday, August 19, 2008 at 1 p.m. in Building 2 of the ABX Airpark
facility.

The U.S. Department of Labor and Commerce is also aware of the situation. Robert Hickey, a
representative from the U.S. Department of Commerce Economic Development, visited Clinton

County and discussed federal Economic Development Assistance grants with city and county
officials.

White House Chief of Staff Joshua B. Bolten has been appointed as the White House liaison for
this issue.



Congress of the United States

Washington, BL 20510
July 15, 2008
Thomas O. Barnett William E. Kovacic
Assistant Attorney General Chairman
Antitrust Division Federal Trade Commission
U.S. Department of Justice 600 Pennsylvania Avenue, NW
950 Pennsylvania Avenue, NW Washington, DC 20580

Washington, DC 20530

Dear Assistant Attorney General Barnett and Chairman Kovacic:

We are writing to draw your attention to a May 28 announcement by Deutsche Post World Net
and 1ts wholly-owned U.S. subsidiary, DHL Express U.S. (collectively “DHL”). According to a
press release issued by the company, DHL intends to enter into a contract with one of jts
principal competitors, United Parcel Service, Inc. (“UPS”). We believe that any DHL/UPS
agreement raises substantial antitrust issues under Section 1 of the Sherman Act and Section 7 of
the Clayton Act. As a result, before DHL and UPS complete contract negotiations, we strongly
believe the Department of Justice, Antitrust Division (“DOJT”) and the Federal Trade
Commission (“FTC”) must examine any agreement, giving close scrutiny to the contract’s harm
to competition and consumers.

In 1ts press release, DHL announced a plan to restructure its U.S. business “by working with
UPS.” Based on various press reports, as well as discussions with DHL and UPS, it appears that
DHL and UPS will enter into a long-term contract under which UPS will provide air
transportation services for DHL within North America. In sum, this agreement will allow for
UPS and DHL to integrate key strategic assets.

We understand that the air transportation segment is a key component in the delivery of packages
within the United States market. In addition, we also understand that the air transportation
segment of the package delivery service appreciably impacts the cost and quality of the service.
If a final agreement is reached, DHL will surrender control over cost and service quality to one
of its chief competitors, UPS, one of the two largest package delivery companies in the U.S.
market. Consequently, we are concerned that if DHL ceases to control such a significant
segment of its U.S. business operations, consumers will suffer in terms of the cost and the quality
of the service provided. '

! Attached as Exhibit 1 is a document that we understand was generated by UPS. In the document, UPS states that
“Single carrier handling of shipments — from pickup to delivery” is a competitive strength to be used to its
advantage. '



Sherman Act Section One Issues

Based on the Antitrust Guidelines for Collaborations Among Competitors (the “DOJ/FTC IV
Guidelines”), your agencies” guidance indicates that an agreement that limits the independent
decision making or combines control over key assets is prone to result in situations that “reduce
the ability or incentive [for competitors] to compete independently.” In addition, the DOJ/FTC
JV Guidelines also note that competitor collaboration “may increase the likelihood of an exercise
of market power by facilitating explicit or tacit collusion.”

We are very concerned that any agreement between DHL and UPS in such a concentrated market
increases the likelihood of anticompetitive collusion in that market. Our concern arises because
it is inevitable that any agreement between DHL and UPS will require the sharing of
competitively sensitive information. In addition, if DHL and UPS agree to an air transportation
services agreement, DHL will surrender cost and quality control to UPS over a significant part of
its U.S. operation. Outside of any cooperative agreement such as the DHL/UPS contract, we do
not believe these competitors would share such information, nor would a company cede
operational control over such an important part of its business.

While the DOJ/FTC JV Guidelines point out that information sharirig is ofien reasonably
necessary to implement agreements, the guidelines also note that in some cases in which the
participants are actual or potential competitors, sharing information increases “the likelihood of
collusion on matters such as price, output, or other competitively sensitive variables.” As a
result, such an agreement should be scrutinized closely to ensure that it does not lead to
consumer harm in terms of increased costs or decreased services. Finally, although neither UPS
nor DHL has been publicly implicated, the DOJ’s investigation into criminal antitrust activities
by certain global freight carriers evidences the need for the antitrust authorities to scrutinize any
agreement between competitors.

Clayton Act Section Seven Issues

While we recognize that Section 7 is generally applied to mergers and acquisitions that
substantially lessen competition, Section 7 has also been applied to the formation of joint
ventures and other business combinations. We believe the application of Section 7 to this
transaction is appropriate. If a DHL/UPS agreement is consummated, then the two companies
will combine air transportation assets. These assets are a key element of package delivery
services. In our opinion, this agreement will result in the de facto merger of the companies,
resulting in the elimination of a significant competitor in the market for package delivery
services. The DOJ and FTC must ensure that any DHL/UPS combination does not harm
consumers, particularly given the limited number of competitors in the relevant market and the
significant barriers to entry for potential new competitors.

Conclusion
As the nation’s antitrust enforcement agencies, the DOJ and the FTC should immediately open

an investigation into the proposed agreement between DHL and UPS to ensure that consumers
are protected from any actual or potential anticompetitive harm. We welcome the opportunity to



provide additional assistance and request that you respond to this letter with all deliberate speed
in light of the parties’ stated plans to complete an agreement quickly.

Respectfully,

@dorge V Voinovich Sherrod Brown Michael R. Turner

United States Senator United States Senator Member of Congress

Ralph chu]a v Tim Ryan Robert Latta

Member of Con Member of Congress Member of Congress
Dua b T on Py, Dt

avid Hobson Patrick J. Tiberi Betty Sutt
Member of Congress Member of Congress Member of Congress

Mémber of Congress

Steven C. LaTourette
Member of Congress Member of Congress

Marcy Kaptur/] ! Y
Member of Céfigress

cc: Honorable Michael Mukasey, United States Attorney General
Neelie Kroes, European Commissioner for Competition
Dr. Bernhard Heitzer, President of the German Federal Cartel Office
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JOHN McCAIN

ARIZONA

COMMITTEE ON ARMED SERVICES

COMMITTEE ON COMMERCE,
SCIENCE, AND TRANSPORTATION

COMMITTEE ON INDIAN AFFAIRS

Anited States Senate

241 RusseLL SenaTte OsFicE Bun.omn
WasHInGTON, DC 20510-0302
(202) 224-2235

6353 NORTH 168TH STREFT
Suite 105
PHOENIX, AZ 85016
(602} 962-2410

4703 SOUTH LAKESHORE DRive

SwiTE 1
Temee, A2 85282
1480) B37-6289
407 WesT CONGRESS STREET
SuiTe 103
TJucson, AZ 85701
{520) 670-6334

AugLISt 12- 2008 TELEPHONE FOR HEARING IMPAIRED

{602} 9520170

The Honorable Herb Kohl, Chairman

The Honorable Orrin Hatch, Ranking Member

Senate Committee on the Judiciary

Subcommittee on Antitrust, Competition Policy and Consumer Rights
United States Senate

Washington, DC 20510

Dear Subcommittee Chairman Kohl and Ranking Member Hatch:

I am writing to request your Subcommittee hold an oversight hearing on the proposed contractual
agreement between DHL Express US (DHL) and United Parcel Service, Inc. (UPS), whereby,
according to press reports and concerned citizens, UPS would become the exclusive provider of
air transportation for DHL's North American package delivery service for a 10 year period.

While I am in no way passing judgment on the legal merits of the proposed transaction, I do
support your call for the agreement to be subject to a thorough federal antitrust review by the
Department of Justice. Further, I believe that it is appropriate for the Congress to consider the
antitrust issues surrounding this matter and its impact on consumers’ costs and quality in
services, and urge your Subcommittee to conduct such a review as soon as possible.

Thank you for your time and consideration of this request.
Sincerely,

e 2

John Mc¢Cain
United States Senator

PRINTED ON RECYCLED PAPER



Congress of the nited States
WHashington, BE 20515

August 12, 2008

Dr. Frank Appel, Chairman
Deutsche Post World Net
Charles-de-Gaulle-Str. 20
53113 Bonn

Germany

Dear Dr. Appel:

We are writing in regard to the proposed contractual agreement between DHL Express US
(DHL) and United Parcel Service, Inc. (UPS), whereby, according to press reports and concerned
citizens, UPS would become the exclusive provider of air transportation for DHL's North
American package delivery service for a ten year period.

Recently, we had the opportunity to hold a meeting that was attended by many citizens from
Wilmington, Ohio, and learned about a wide-range of concerns surrounding this proposal,
including the potential loss of thousands of jobs in the local area. While we are in no way
passing judgment on the merits of the proposal, we do urge you to visit Wilmington, Ohio, in the
very near future and take the opportunity to hear first-hand the many important issues of concern
to the affected community.

Thank you for your time and consideration of this request.
Sincerely,
#L i
John McCain Mike Turner
United States Senator United States Congressman

PRINTED ON RECYCLED PAPFR
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Deutsche Post €I World Net
Frank Appel MAIL EXPRESS LOGISTICS FINANCE
Chief Bxatutive Officar
Deutsche Post
Senator John McCain
United States Senate

241 Russell Senate Ofc. Bldg
Washington, DC 20510
Fax + 1 202 228 2862

18. August 2003
Daar Senator McCain, Dear Congressman Turmner,

Thank you very much for your lefter dated August 12, 2008. | appreciate your concem with
regarde to the proposed contractual agreement between DHL Express US and UPS.

The proposal currently on the table is by nature a pure commercial outsourcing contract for
services between two separate companies, limited to DHL's alrlift in America, and would not
diminish the competitive situation betwean DHL and UPS in the U.S. in any way. | can as-
sure you that all other options had been thoroughly reviewed before the dedision as it
stands today was made. | am very aware that the plan will have significant impact on the
people warking at the air hub in Wilmington. However, there is no altemative to taking this
drastic measure. DHL Express U.S. currently incurs annual losses of $1.3 billion. This
leaves me no other choice than to proceed as planned, also considering my overall respon-
sibility as Chief Executive Officer of a global company and to safeguard as many jobs as
possible in the U.8.

DHL top management has in the past months had extensive contact with decision-makers
on the local and national level concerning this issue. | have personally held detailed phons
conversations with Ohio Lt. Governor Lee Fisher and U.S. Ambassador William R. Timken,
Jr. in June, John Mullen (DPWN management board member and DHL Express CEQ) and
his team met on two instances in early June with U.S. Senators Sherrod Brawn and George
Vainovich; Congressman Michael Turner, Governor Ted Strickland, Lt. Gov. Lee Fisher and
saveral Ohio State Legisiators. Follow-up communications tack place between our team and

officials in Ohio.
Poxtal addrass Buslness address Visitors' address Phone +49 226 182-9000
Devische Post AG Deutsche Post AG Deutsche Post AG Fax  +49228182-7060
Headguarters Meadquarters Headguarters

53250 Bonn, GERMANY  Chorles-de-Goulle-StraBa 20 Matz dor Dautschen Post  wwwideutschepost.de
53113 aann, GERMANY 53113 Bonn, GERMANY
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Deutsche Post ‘G World Net

2 MAIL EXPRESS LOGISTICS FINANCE

DHL. has already committed to fund a triple-digit million-dollar amount on planned sever-
ancs, retention, and health-banefits for the workforce in Wilmington — that includes ABX,
ASTAR and DHL employees — and other U.S. locations. | have a dedicated team with senior
members from across the cdmpany acting on my behalf to ensure the proper implementa-
tion of these mitigation efforts in direct conversations with representatives of the community.
Al details regarding the mitigation review procese will be brought ta my personal attention
and | will continue to be personally involved in the process. | want to give the team time to
determine the effectiveness of the angoing mitigation efforts and other initiatives, if any, that
may be appropriate for DHL to help in Wilmington. Once that plan is established, | plan at
the appropriate time to travel to the U.8. to discuss how we can implement it in close coop-
eration and in open dialogue with local authorities and other stakeholders. | will be happy to
keep you informed on progress.

Again, the DHL family and | personally deeply regret that this unavoidable and irreversible
decision will cause severe hardships to many families in Wilmington and Ohio. My col-

leagues and t will do our best to b2 of help.

Singérely

Frank Appel



BARACK OBAMA COMBATTEES:

BLINOIS HEALTH, EDUCATION, LABOR AND PENSIONS
COVERNMENTAL AFFAIRS.
%‘l&d 51?9115 5[“3‘1 FOREIGN RELATIONS
WASHINGTON, DC 20510 VETERANS’ AFFAIRS
July 29, 2008
Karl Zinsmeister :
Director of the Domestic Policy Council
The White House
1600 Pennsylvania Avenve NW
Washington, DC 20500

Dear Mr. Zinsmeister:

During my recent travels, I visited with the mayor of Wilmington, Ohic and workers who would
be affected by a proposed DHL-UPS agreement for services that would lead to the closing of the DHL
Tacility in Wilmington.

T'write to you in my capacity as a U.S. Senator because I believe that the Administration must act
now on two fronts: first, the Department of Justice should examine the transaction to ensure that it is not
in viplation of antitrust laws and second, if it is not, then the government must work to ensure that these
workers and this community are not left without assistance in finding new work for its people and new
use for the existing infrastructure. I am pleased that you and Assistant Secretary of Commerce Sandy
Baruah kave been tasked with coordinating the government response to the situation and wish to offer any
assistance [ or my staff can provide.

As a matter of ant:tmst law, the proposed consolidation of DHL’s domestic airlift operations
under a competitor, UPS, mises concern. At the very least, the DOJ should examine whether having two
competitors in a fairly concentrated market act as partners would have anti-competitive effects.

If the deal proceeds, Governor Strickland and Senator Brown have both told me that the DHL
facility in Wilmington would likely cease operating. That would eliminate at least 8,000 jobs in Ohio and
impact an estimated 41 counties. That level of concentrated job loss strongly weighs in favor of the
government assisting them through the difficult time that will follow.

I understand that you are working with the Department of Labor and the Department of
Commerce o coordinate a rapid response to what could be a crisis for the communities involved. Asa
Senator on the committee of jurisdiction over the Department of Labor, I would appreciate additional
detail on your efforts and how responding to this situation could serve as a model for other communities
where concentrated job loss is occurring due to plants moving overseas or increasingly consolidating
markets,

Sincerely,

Rer—

Barack Obama
United States Senator

Cc: Sandy Baruah, Assistant Secretary of Commerce for Economic Development




THE WHITE HOUSE
WASHINGTON

August 14, 2008
Dear Senator Obama:

Thank you for your interest in the possible closure of the DHL facility in
Wilmington, Ohio that could lead to significant layoffs.

Since early June, the Administration has been working with Senators Brown and
Voinovich and Congressman Turner on a coordinated effort in the event this
proposed consolidation is completed and assistance is needed. Representatives
from the Departments of Labor and Commerce plus the Small Business
Administration visited the area on June 29 to brief community leaders on federal
assistance capabilities.

The Department of Labor and Ohio’s Rapid Response team have laid the
groundwork for Rapid Response services to DHL workers in the event of a
shutdown. The Department has also worked closely with the state of Ohio to
prepare a National Emergency Grant application that would fund special services
for affected workers. These preparations will allow a brisk response if layoffs
OCCUT.

Simultaneously, the Economic Development Administration at the Department of
Commerce has begun to formulate mid- and long-term recovery plans. The agency
is hiring a full-time recovery coordinator for Clinton County (Wilmington), who will
work from the offices of the Ohio Valley Regional Development Commission for up
to three years, collaborating with officials in a three-county area on an economic
development plan for the affected region.

One of EDA’'s immediate goals is to bring to Clinton County community leaders
from other areas of the country who have experienced similar economic
dislocations, so they can brief local officials on lessons learned on the recovery
path. Should layoffs occur, EDA will fund projects ranging from strategic planning
to paying for certain public-works investments.

In addition, Small Business Administration senior officials have toured the region
and are preparing to aid displaced workers with technical assistance and access
to capital to start businesses. SBA regional and field offices have briefed local
leaders on SBA’s program tools.

As you are aware, on antitrust matters the decision of whether to initiate an
investigation must rest wholly with the Department of Justice. Assistant Attorney



General Thomas Barnett has recently assured Members of Congress concerned
with this case that "whenever a proposed transaction raises significant
competition issues, the Antitrust Division conducts a thorough investigation. If the
Department determines that a proposed transaction would substantially lessen
competition in violation of the antitrust laws, we take appropriate enforcement
action.”

The action agencies are the Federal leads in all of this. My role is to break
logjams and share information, while making it clear to all Federal partners that
this large potential distocation is a serious concern to President Bush.

Please let me know if you'd like additional details from the agencies overseeing
this important effort. I'm copying several of your Congressional colleagues who
share our interest in the economic future of the Wilmington area.

Sincerely,

il o

Karl Zinsmeister

Assistant to the President for Domestic Policy
Director, Domestic Policy Council

CC: Senators Brown and Voinovich, Répresentative Turner



@ongress of the nited States
HWashington, AC 20515

August 13, 2008

Her Excellency

Dr. Angela Merkel

Chancellor of the Federal Republic of Germany
Willy-Brandt-Strafle 1

10557 Berlin

Germany

Chancellor Merkel:

We are writing to bring a very serious situation involving Deutsche Post World Net and its U.S.
subsidiary DHL Express U.S. (collectively “DHL”) to your attention. On May 28, DHL
announced it intended to cease its business relationship with ABX Air and ASTAR Air Cargo.
Instead, DHL announced it intends to enter into a 10-year agreement with United Parcel Service,
Inc. (“UPS”) for air transportation services, which if consummated, will result in DHL
abandoning a hub in Wilmington, Ohio, resulting in the loss of over 8000 direct jobs and tens of
thousands of indirect jobs.

DHL’s announcement to partner with UPS is problematic for a number of reasons. First, we
believe the contemplated business relationship between DHL and UPS raises significant and
troubling competition issues. Indeed, we find it very troubling as to why a company in a
concentrated market would turn to one of its chief competitors to find cost savings. As a
consequence, we are deeply concerned about the potential for anticompetitive conduct to occur,
and we have raised these issues with both U.S. and EU competition authorities.

Second, we are concerned that DHL's decision to abandon the Wilmington facility and the
surrounding communities will have consequences in the United States beyond the immediate
devastating impact to the Wilmington area. Americans are starting to rethink their views on the
benefits of global investment and the interconnected global economic system. If DHL’s actions
towards Wilmington are indicative, continued erosion in public support for international
investment and the global economy is the likely result.

You should note that during meetings with government officials, DHL’s senior management
indicated that the state of Ohio, the Wilmington-area workers, ABX Air, and ASTAR Air Cargo
were all high-quality partners in the operation of the Wilmington facility. The stakeholder
commitment to DHL also entailed a significant financial component. The state of Ohio, city of
Wilmington, and Clinton County have invested over $400 million into the Wilmington area in
support of this hub. In spite of all of the substantial stakeholder commitments to DHL, the
company plans to abandon Ohio without giving the slakeholders the opportunity to work as
trusted partners to help DHL to succeed.

Moreover, DHL’s treatment of the stakeholders in recent months can be described as nothing

less than appalling considering the long and friendly relatlonshlp between our two nations and
the businesses that operate in both countries. For example, in what can charitably be described

PRINTED ON RECYCLED PAPER



as a major error in protocol, DHL made its announcement about the Wilmington facility while it
was hosting the Mayor of Wilmington in Germany. When it made this announcement, DHL
gave no advanced notice to Wilmington's Mayor or other Ohio political and business leaders.

We raise this issue with you not only out of concern for the Ohio workers that will be impacted
by this decision. but also because we are concerned that such dismissive treatment by such a
significant German company will not be easily forgotten in the United States. The situation and
DHL's indifference could easily undermine U.S. views on matters such as completing the next
stage of the Open Skies, how foreign investment into the United States is viewed, and general
U.S.-German trade relations. The attention the DHL proposal has drawn from both Presidential
campaigns serves to confirm the urgency of this situation.

We understand that there is some surprise about the opposition to this transaction. Our reaction
should not come as a surprise. In fact, we understand a similar situation arose in Germany
related to the closing of a mobile phone manufacturing facility and the loss of German jobs, and
the reaction was equally as strong. At a minimum, in the worst-case scenario, we believe DHL
has a social obligation to provide substantial assistance with regard to severance packages, health
care coverage, and the redevelopment of the Wilmington facility. DHL owns the Wilmington air
facility, and we believe it entirely appropriate for DHL to return the airport to the community,
provide the requisite assistance for the city to redevelop this important asset, and allow the
community to mitigate this devastating loss should DHL decide not to reconsider its decision.

As a result of the concerns we describe above, we believe it is important that you are aware of
this situation. We hope that DHL will reconsider this decision and work with its American
partners. We would appreciate your bringing to DHL’s attention the international aspect of the
decision and would be more than happy to work with your designee if you believe it would be
helpful.

Sincerely,
@eorge V. Voinovich gerrod Brown Jghg A. Boehner
United States Senator United States Senator eber of Congress

David Hobson

Member of Congress ember of Congress

Member of Congress
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Betty Sufton Patrick J. Tiberi
Member of Congress /Iembel of Cong1 ess Member of Congress
Charlie Wilson Steve Chabot

Member of Congress Member of Congress

Michael Turner Robert E. Latta
Member of Congress Member of Congress
ce: Ambassador Klaus Scharioth

Ambassador William R. Timken, Jr.



OFFICE OF U.S. SENATOR SHERROD BROWN
For Immediate Release

Thursday, August 14, 2008

Contact: Meghan Dubyak

(202) 224-3978

BROWN CALLS ON BUSH ADMINISTRATION
TO CONSIDER PROPOSED DHL DEAL WHEN
NEGOTIATING OPEN SKIES

WASHINGTON, DC—U.S. Senator Sherrod Brown (D-OH) today called on the Bush
administration to take into account DHL’s recent actions as the administration negotiates
Stage II of the Open Skies agreement with the European Union. In a letter to Secretary of
State Condoleezza Rice and Transportation Secretary Mary Peters, Brown urged that they
consider DHL’s proposal to outsource air cargo services to major competitor UPS when
negotiating Open Skies.

“It is important that U.S. negotiators take into account the lessons learned from DHL’s
actions [when negotiating the Open Skies agreement],” Brown wrote today in a letter to
Rice and Peters. “Before the Administration agrees to weaker oversight and regulation
over foreign stakeholders who already exert extraordinary influence over U.S. markets
and our economy, it is essential that you have adequately assessed the likely impact, both
positive and negative, of your actions.

The Bush administration is currently negotiating Stage II of the Open Skies agreement
with the European Union, an agreement that would ease restrictions on international air
transportation. This includes passenger, cargo, and chartered flights.

Today, Brown called on Rice and Peters to evaluate the effects of the DHL proposal
when negotiating the Open Skies agreement. On May 28, DHL’s parent company,
German-based Deutsche Post World Net (DPWN), announced a proposal to outsource the
aviation services currently provided by ABX Air and ASTAR to its competitor UPS.

Brown, along with federal, state, and local officials, is working to save more than 8,000
area jobs that would be lost if DPWN finalizes a deal with UPS. Last month, Brown
convened a meeting with Sandy Baruah, Assistant Secretary of Commerce for Economic
Development, on the DHL proposal. In the meeting, Brown and Senator George
Voinovich stressed the magnitude of the situation and ways to prevent job loss. They also
raised the anti-trust implications of the DHL proposal and requested that the Economic
Development Agency assign staff to work on-the-ground in Wilmington. Baruah
committed to assigning a full-time employee to work in Wilmington.



Also in July, Brown delivered more than 9,000 petitions to the DHL Director of Hub
Operations for Wilmington and unveiled a new DHL page on his Senate Web site. This
page serves as a news and information source for families affected by the possible DHL
deal. The Web page, on Brown’s Senate Web site www.brown.senate.gov, allows visitors
to read stories and news about the issue and to submit their own stories. Brown will use
the stories to educate his colleagues and continue to raise awareness.

A full copy of Brown’s letter to Rice and Peters is below:

August 14, 2008

The Honorable Condoleezza Rice The Honorable Mary Peters
Secretary of State Secretary

State Department Department of Transportation
2201 C Street NW 1200 New Jersey Avenue SE
Washington, DC 20520 Washington, DC 20590

Dear Secretary Rice and Secretary Peters:

As negotiators from the State Department and the Department of Transportation (DOT)
plan Stage II of the U.S.-European Union Air Transport Agreement (“Open Skies”),
Dplease take into account recent actions by Deutsche Post World Net (DPWN), the
German-based parent company of DHL Express U.S. On May 28, DPWN announced that
it planned to terminate long-term contracts with U.S.-based express package delivery
airlines ABX Air and ASTAR, and to outsource the aviation services provided by those
airlines to competitor United Parcel Service (UPS).

The proposed agreement with UPS, if completed, will mean the direct loss of more than
8,000 Ohio jobs and potentially thousands more downstream jobs in the region. Adding
insult to injury, the city of Wilmington and the state of Ohio extended more than $400
million in tax incentives to DPWN to solidify the establishment of DHL operations there.

I raise these impending layoffs in Ohio in the context of the next stage of Open Skies talks
because it is important that U.S. negotiators take into account the lessons learned from
DHL’s actions. In 2003, when DHL purchased Airborne Express, DHL said the
transaction would: 1) increase profitability and market share for both companies; and 2)
enhance free market competition by creating a new entrant into an express delivery
market dominated by two major carriers: UPS and FedEx.

Unfortunately, that has not been the experience of DHL in the U.S. market.

Before the Administration agrees to weaker oversight and regulation over foreign
stakeholders who already exert extraordinary influence over U.S. markets and our



economy, it is essential that you have adequately assessed the likely impact, both positive
and negative, of your actions.

U.S. negotiators have cited an analysis conducted by Booz Allen Hamilton to project the
creation of 80,000 new jobs in both Europe and the United States through the treaty.
That same report cites many other likely economic benefits of Open Skies, but does not
highlight a single negative impact, potential or assured, of the Open Skies Initiative. 1
am confident the Administration is not relying on this single report, prepared not for the
U.S. but for the European Commission, to assess the economic implications of this
initiative. 1request that you provide the other analyses that underlie your pursuit of the
Open Skies Initiative.

It may well be that an additional stage of Open Skies with Europe would be a beneficial
step for our country, but with DHL threatening to devastate Ohio’s economy and reduce
competition in the U.S. express carrier market, it is clearly crucial for our nation to enter
Open Skies fully informed and with our eyes wide open.

My staff will follow up with you to determine how to minimize the burden on your offices
as you convey the analytical information I have requested in this letter. I have
appreciated the willingness of the Bush Administration to work with the Ohio delegation
on matters surrounding the proposed DHL-UPS deal, and I thank you in advance for
Your cooperation.

Sincerely,

Sherrod Brown
United States Senator
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The Honorable Condoleezza Rice The Honorable Mary Peters
Secretary of State Secretary

State Department Department of Transportation
2201 C Street NW 1200 New Jersey Avenue SE
Washington, DC 20520 Washington, DC 20590

Dear Secretary Rice and Secretary Peters:

As negotiators from the State Department and the Department of Transportation (DOT)
plan Stage II of the U.S.-European Union Air Transport Agreement (“Open Skies”),
please take into account recent actions by Deutsche Post World Net (DPWN), the
German-based parent company of DHL Express U.S. On May 28, DPWN announced that
it planned to terminate long-term contracts with U.S.-based express package delivery
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The proposed agreement with UPS, if completed, will mean the direct loss of more than
8,000 Ohio jobs and potentially thousands more downstream jobs in the region. Adding
insult to injury, the city of Wilmington and the state of Ohio extended more than $400
million in tax incentives to DPWN to solidify the establishment of DHL operations there.

I raise these impending layoffs in Ohio in the context of the next stage of Open Skies
talks because it is important that U.S. negotiators take into account the lessons learned
from DHL’s actions. In 2003, when DHL purchased Airborne Express, DHL said the
transaction would: 1) increase profitability and market share for both companies; and 2)
enhance free market competition by creating a new entrant into an express delivery
market dominated by two major carriers: UPS and FedEx.

Unfortunately, that has not been the experience of DHL in the U.S. market.

Before the Administration agrees to weaker oversight and regulation over foreign
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That same report cites many other likely economic benefits of Open Skies, but does not
highlight a single negative impact, potential or assured, of the Open Skies Initiative. 1am
confident the Administration is not relying on this single report, prepared not for the U.S.
but for the European Commission, to assess the economic implications of this initiative. I
request that you provide the other analyses that underly your pursuit of the Open Skies
Initiative.

It may well be that an additional stage of Open Skies with Europe would be a beneficial
step for our country, but with DHL threatening to devastate Ohio’s economy and reduce
competition in the U.S. express carrier market, it is clearly crucial for our nation to enter
Open Skies fully informed and with our eyes wide open.

My staff will follow up with you to determine how to minimize the burden on your
offices as you convey the analytical information I have requested in this letter. [ have
appreciated the willingness of the Bush Administration to work with the Ohio delegation
on matters surrounding the proposed DHL-UPS deal, and I thank you in advance for your
cooperation.

Sherrod Brown
United States Senator
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August 4, 2008

The Honorable Thomas Barnett
Assistant Attorney General
Antitrust Division

United States Department of Justice
950 Pennsylvania Avenue, N.W.
Washington, D.C. 20530

The Honorable William E. Kovacic
Chairman

Federal Trade Commission

600 Pennsylvania Avenue, N.W.
Washington, D.C. 20580

Dear Assistant Attorney General Barnett and Chairman Kovacic:

On May 28, 2008, DHL Express US (“DHL”) and United Parcel Service, Inc.
(“UPS”) announced their intention to enter into a contract where UPS will become, for
ten years, the exclusive provider of air transportation for DHL’s North American package
delivery service. As the Chairman and Ranking Republican Member of the Senate
Antitrust Subcommittee, we believe that this proposed agreement raises important
antitrust and competition issues that should be examined carefully by the Department of
Justice (“Department”) or the Federal Trade Commission (“Commission™).

UPS and DHL are, respectively, the second and third largest overnight package
delivery services in the United States. Therefore, if consummated, DHI. will become
reliant for air transportation on one of its two major competitors. This raises the
question if DHL will still be able to effectively compete against UPS, since UPS will now
have a large role in determining the cost and quality of DHL’s services. In addition, we
presume that such a relationship would also require DHL to adopt UPS’s package
tracking, labeling and hub distribution systems. Whether, and how, DHL packages will
receive priority should UPS planes fill to capacity is another concern raised by this deal.
As aresult, some critics of the proposed agreement contend that DHL will become a
captive of UPS, rather than an independent competitor. Further, having only two airlines
providing national airlift capacity for overnight package delivery could raise the risk of
serious economic disruption should service on one of these two airlines be reduced due to
unforeseen difficulties, such as a strike, maintenance issues, weather disruptions or other
similar disruptive events.
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It has been reported that the parties are close to finalizing this agreement. The
prospect of a quick ratification is equally disconcerting since the proposed contract will
have a devastating financial impact on DHL’s current air transport providers, ABX Air
and ASTAR and these airlines’ base of operations, southern Ohio.

It should be noted that we have not reached a conclusion as to the legality of this
proffered transaction under the antitrust laws. However, due to the issues raised above
and urgency of this matter, we respectfully request that the antitrust agencies initiate an
investigation into this arrangement immediately.

Thank you for your consideration of this matter.

Noh Mokt Kot £t

HERB KOHL ORRIN G. HATCH

Chairman, Subcommittee on Ranking Member, Subcommittee on
Antitrust, Competition Policy Antitrust, Competition Policy, and
and Consumer Rights Consumer Rights
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SATURDAY INTERVIEW
For Deliveries, Speed Not Quite of the Essence

By ELIZABETH OLSON

HIGH fuel prices and a sluggish economy have taken a toll on overnight delivery services, forcing some
significant shifts in how the biggest operators do business. DHL Express, the country’s third-biggest
overnight deliverer, recently hired a rival, United Parcel Service, to handle its air cargo operations in the
United States.

While its global business is profitable, the American segment of DHL, acquired in 2002 by Deutsche Post of
Germany, is expected to lose $1.3 billion this year.

In an interview from DHL’s American headquarters in Plantation, Fla., its chief executive, John P. Mullen,
discussed the deal with U.P.S.

Q. What factors drove you to make a deal with U.P.S.?

A. The cost of maintaining our network in the United States has been very painful to us, and it’s been
exacerbated by the increasing fuel costs. Under the arrangement with U.P.S., if our volume should continue
to fall, our costs fall with it. And we have 110 aircraft in the United States, a lot of which are quite old and will
need replacement in the coming years. So we avoid that capital expenditure.

Q. What kind of impact have fuel costs had?

A. Very considerable. First, the straight cost burden, and our fuel surcharge does not cover all of it. But more
importantly, it starts changing a customer’s behavior. When you say there’s a surcharge of 5 percent or 10
percent, they read the newspapers and they know fuel is going up. But when you start talking 30 percent and
up, which is what we’ve got at the moment, the customer starts saying: “Well, do I really need the package
there tomorrow morning at 10:30?”

Q. Has that translated into less demand for air service?

A. We're seeing that customers are downgrading their service expectations, from air to ground. And once
customers change, it’s pretty hard to get them to come back again. And even if fuel prices were to come down
significantly, we're not sure customers would revert to urgent air express. Our whole industry is going to have
to adjust because, while it may not be tomorrow, we're going to see huge amounts of our revenue migrate to
ground and other forms of transport.

Q. By outsourcing your air cargo services to a rival, where does that leave the company? What is the business
model now — more ground and less air?
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A. Our business model hasn’t changed. We're still picking up the package, we're still delivering it. But instead
of giving it to one operator who is flying just for us, we're giving it to U.P.S., which, although it is a
competitor, is just a service provider. The customers wouldn’t actually know whether we used U.P.S. or
someone else for the air segment.

Q. What was the price of this deal?

A. U.P.S. will charge us about a billion dollars a year to move our material. Our savings, taking into account
other restructuring, including closing 30 percent of our ground stations in the United States, will save us
about a billion dollars a year.

Q. How many jobs will you be cutting?

A. We're cutting 1,500 to 1,800 of our own employees, including some at our air hub in Wilmington, Ohio.
And these changes will have an impact on our suppliers, which will mean several thousand more jobs will be
affected. Our cuts will come in smaller towns, and we’ll close stations where there are several in the same
area.

Q. What percentage of your business will be affected by these changes?

A. We're estimating that these changes, while they sound fairly large, will only have an impact on about 4
percent of our shipments. In other words, 4 percent of our shipments will go from early morning delivery to
maybe afternoon delivery. We'll still be delivering them, but they will be slightly slower than before, but only
a small percent.

Q. How does this affect the general landscape in the United States for deliveries?

A. It shouldn’t make any appreciable difference, and while the deal should make us both more productive, we
remain full-tilt competitors. In the rest of the world, in Europe, Asia and emerging economies — where we
are in a much stronger position — we are trying to make life as difficult as possible for them.

Q. How much of a decline in daily package volume have you seen because of the economy slumping?

A. Some customers are not sending altogether. But most are trying to find a cheaper way, such as sending it
by ground. We’ve got the double impact right now of fuel costs and the economic recession because we carry
an awful lot of mortgage documents, contracts and so on, and that side of our business is very significantly
under pressure, Air express overnight volumes in the industry are down anywhere from 5 percent to 15
percent from this time last year.

Q. When will the new arrangement go into effect?

A. We hope to have a completed agreement with U.P.S. in a couple of months, and we would start to migrate
volume across. We would like to see it all in place by mid- to late 2009. But at the end of the year, our busiest
season since stores and other parts of industry are ramping up, we will slacken off and try not to make too
many changes until the new year.





