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Date: May 26, t98¢ To: All Crewmembers .

Prom: John W. Poag : €c. Fred Saf{th
2 Jim Barksdale
Allan McArtoer
Ken Masterson

Subjec:: Letter, Dated May 24, 1989, tn Al Crewmenbers
from Kenneth R. Masterson Concerning Sentority
Integration :

This memorandum (g intended to repudliats claime made by Kenneth
Mastarason, General' Counsel, Federal Lxpress Corporation in nts

letter dated May 24, 19089.

At a time like thia, when crewmesbers aco struggling with tho
complex fssues that face thea in the acquieition of Flying Tiger
Line (FTL) by Pederal Bxpress (PEC), € feo] 1t (s of utmost
ismportance thas .90 SRBETERCAN-"Ind designated rTepresentatives of
the federal Express Pilots Angociatien (PEPAS present their cage
in a factus), wnemotional WeARERr. Al)l fucts relative to a
particular fssue should be presented. not just those that
conveniently provide support for unes own peint of view. The case
in point {s Masterson's refecrence to a aceting that took place on
Decembder 10, 1988, during which he clains that I made a deal to
trade away PCH 1-96, g fact that is simply not true.

The maoeting on December 310, 1988, referred to in Masterson's letter
was the second moceting in which 1 wis involved to discuss the
acquisition of PTL. Kenneth Masterson was not §n attendence at the
initia]l meeting betwoen Pred Saith, Jim Barkedale, Bil1 Pinnegan
end me on Priday, December 9, 1968, when the PTL acquisition was
presented to us, Pred explained that it wam necessary to sct on
the purchase of PTL at that time because of the ispending action on
the part of Saul Steinderg, Chairman »f the Reliant Corporation,
one of the principle stockholders of PTL. Hoeflolaberg, 0iting.
"'lf"”"J"l‘.’.‘.":"n‘iﬁ.'.“”.““.‘ te. take FTL private snd
=0l 8]T oppars-ot dtrten. cousTPCIVY eV Kid esd Aie Praace whieh
grony’ would ‘vpacrate Semy DT 4RE7PYL: COutes. Due to thie proposed
breakup of PTL, Pred felt that it was in the best interest of FPEC
to attempt an acquisition of PTL to preserve for PEC the valuable

8th freedon rights PTL had geined.

Pred Smnith and Jis Barksdale, during the December 9, 1988 meeting.
ssked Bill Pinnegan and me to adviee theam of our opinion as to the
problcas facing PEC with regard to flight crew integration. I tol4
Fred and Jin that 1f they had detersined that purchasing PTL wae
the right thing to do, I would do By best to make {t work from the
pilote perspective. Howevar, I did advise Pred and Jim that the
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nost likely ocutcome of the integration process was ALPA
representation of all] our pilots, a fact convenjiently not mentioned
by Pred or Jilm in their recent video or by Masterson f{n hils letter.
Pred queried me as to may reasoning and | explained that FTL pilote
would most ''kely vote in a substant:.al block due to their long
history with ALPA and the unknown nature of being acquired bty a
non-union company. I further explained that a certaln parcentage
of our piflots would also vote for ALPA because of the {nsecurity of
thoir future without a contract and because they would not be able
to achiev:c an asirline standard pension plan without collectjive
bargaining. The combination of these groups, I continued, would
then result in an affirmative vote for ALPA.

Pred and Jia asked me $f thaq€re was a way eround this eventuality
and 1 eaid yas there wus,-bw; it would require that both pilot
greopa de “pliven ln-th-v1lita§buv1tltt otheT option Weuld de an
independent union. I expressed to them the opinion that an
independent union would offer everyone & reasonable compromise. It
offered the FTL pilots the security of a contract and the PEC
pilots the chance to protect their desirable job environment under
leadership with a proven track record of good relations with
executive management. Additionally, it effercd the opportunity for
the PEC pilots to procure an ajirline standard pension plan. An
{ndependent union would offer PEC management a new, more stable,
structured relationship in which problems could de solved. Fred
expressed:steo we hat-his firet preference was mon-union, but {f.
that was not possible, the Yandependent onion woold de his next
chol®es I told him that it probably would be his only cholce, but
that I would do whatever ] could to mske the non-union option
become successful provided the PEC pilots were not disadvantagvu.

A meeting was then set for the next day to discuss in more detail
the representational issue. These (n attendance at the meeting on
Saturday, Decembder 10, 1088,-were Jin Barksdale, Ren Nasterson, »
Rush 0'Keefe, - Hike Campbelligmseanteact lador lawyer for PEC, B1l) o
Finnegan 40€ me. The meeting lasted severa] hours and consisted of
discussions related to list integration and representational
fssues. My position then, as it is now, is that {f all our
crewnomnbers' career expectations (which would {nclude the effects
of all eircraft owned, contracted for or on option) were properly
protected, I would request the PAB to allow me to appoint a
revision cosmittee to review PCH 1-96. 1 never eaid nor did I
{aply that I would be a party to any action to get rid of PCH 1-96
prior to & final liet deing in pleace. The reat of Saturday's
Reoting was spent addreseaing representational lessues. After
considerable discuesion, ! ssked Jin Barksdale what the company's
position would be if the pilote of PEC decided to organize an
independent unfon. Jim replied, after obtaining legal advice, that
while the Cospany could not support such action, they would not

etand in our way.
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The LPP's., as stated by FPred 8mith and Jim Barksdale, were.
ifmplemented to facilitate the merger in the eyos of the justice
department and the department of transportation, not as some
benevolent gesture. At no time during any of the two neetings
discussed above were the LPP's to be used to dilute the FEC
crewmcmbers' rights under the provisions of PCH 1-98. Even If the
giimination of PCH 1-968 had been a discussion item, [ had no
authority to comm{t the pilots of PEC to such action as | was not
their legal bargaining agent and could not act on their behalf,

Nor wae | willing to risk suffering the same potential liability
the company may have for breach of contract. Onme question | hawe
for the -Cospany-te-that 4f .0CH 1-96 ie unreslistic, why are you a0
anxious to get rid of 4t? PCH 1-96 preceded the implementation of
the LPP's, therefore it takes precedent over thes and has no .
provisions fn it for an arbitretiean. There is legal precedent that
PCH 1-90 49 u valid eontractual odligation of the Company. This ls
particularly pertinent eince Pred Ssith provided the specific

wording for that clause.

Masters~an also alleges that we wrongfully obtained his letter which
he claims to be confidential. This raises several {nteresting
points. How can this information be confidential when he
reproesents FEC and the merger committee represents the pilotes. I
feel that any information concerning the Company's desire to
eliminate a specific provision of "our contract” ls pertinent and
should be addressed to each individual pilot rather than to a
perger conaittee that has no right to alter that contract.
Additionally, ! suggest that any atteapt by-the Company to amend
"our eontract” with specific regards to compromising our rightas h
will be Jooked at by the pilots with great scepticism and with

legal recourse {n mind.
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