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RECOMMENDATION

That you sign H.R. 8564 at Tab B.

That you sign the Executive Order at Tab C.
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

AUG 7 1975

MEMORANDUM FOR THE PRESIDENT

Subject: Enrolled Bill H.R. 8564 - Extension of Aviation
War Risk Insurance
Sponsors - Rep. Anderson (D) California and Rep. Snyder
(R) Kentucky

Last Day for Action

August 13, 1975 - Wednesday

Purpose

To extend the aviation war risk insurance program for eight
months until May 7, 1976; to allow the investment of the money
in the revolving fund; and to require a 90-day Presidential
study of an expansion of the program.

Agency Recommendations

Office of Management and Budget Approval (delegation concerning
responsibility for study
attached)

Department of Transportation Approval (letter assigning
responsibility for study
attached)

Department of State Approval

Department of Defense Approval

Department of the Treasury No objection

Department of Justice No comment

Discussion

H.R. 8564 would amend Title XIII of the Federal Aviation Act of

1958 to extend for eight months, until May 7, 1976, the authority
for the Department of Transportation to issue aviation war risk
insurance. This authority is currently due to expire on September 7
of this year.



The aviation war risk insurance program administered by FAA
provides insurance of civilian alrcraft, in international
operations, against war risks. Such insurance is provided
when adequate coverage cannot be obtained commercially on
reasonable terms and conditions.

Two types of insurance are issued. First, DOT insures aircraft
which are under contract to a Federal agency for a particular
mission. No premiums are charged for this insurance. The
commercial aircraft involved in the rice lift into Phnom Penh,
Cambodia were covered by this first type of insurance. Second
DOT can insure aircraft on commercial flights when the opera-
tions involved are deemed by the Secretary of Transportatlon

to be necessary to the air commerce of the U.S. and insurance
is not available on reasonable terms and conditions. Premiums
are charged for this second type of insurance, and are deposited
in a revolving fund in the Treasury.

H.R. 8564 would permit the Secretary of the Treasury, at the re-
quest of DOT, to invest any portion of the funds in this revolving
fund in "interest bearing securities of the U.S." The interest
from that investment would be deposited in the revolving fund.

The interest at present rates on the investment of the $13.7
million currently in the fund would approximate $650,000. A
similar provision was included in DOT's legislative proposal

which would have authorized investment in "treasury securities."
Treasury has no objection to the bill as enrolled but in earlier
comments stated that it would, as a matter of policy, confine its
investment of the fund to "treasury securities" which, in its view,
would be more consistent with good fiscal management.

The enrolled bill would extend the program for only eight months,
rather than DOT's suggested five years. This was done to enable
Congress to consider an expansion of the program requested by

Pan American World Airways. In lieu of an expansion of the pro-
gram at this time, the enrolled bill would require you to conduct

a study, to be presented to Congress in 90 days, of the possibility
of expanding this program to cover losses and damage resulting from
riots, civil disorder, hijackings, and similar acts which are be-
yond the coverage of the present program, but are included in
normal commercial coverage. The study, which was not included in
the DOT proposal, is unnecessary and undesirable in DOT's view
since DOT has already been studying these issues. However, the
study requirement would not present a problem.
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OMB and DOT recommend that the responsibility for conducting
the study be delegated to the Secretary of Transportation.
We have attached for your consideration a proposed Executive
order to accomplish this delegation. We recommend this be
used rather than DOT's proposed letter. Attorneys in the
Department of Justice who normally review proposed Executive
orders for form and legality have reviewed this proposed
order and have informally advised that there is objection
to its issuance.

Paul H. O'Neill
Acting Director

Enclosures



OFFICE OF THE SECRETARY OF TRANSPORTATION
WASHINGTON, D.C. 20590

AUG ¢4 1975

Honorable James T. Lynn

Director, Office of Management
and Budget

Washington, D. C. 20503

Dear Mr. Lynn:

This is in response to your request for the views of this Department
concerning H. R. 8564, an enrolled bill

"To amend the Federal Aviation Act of 1958 relating
to war risk insurance. "

The enrolled bill would provide for extending the existing war risk
insurance program, administered through the Federal Aviation
Administration. This program provides aviation war risk insurance

for air carriers in international operations, pursuant to Title XIII

of the Federal Aviation Act of 1958, when such insurance cannot be
obtained on reasonable terms and conditions from companies authorized
to do an insurance business in a State of the United States. The enrolled
bill would also add a new provision to Title XIII authorizing the Secretary
of the Treasury, upon the request of the Secretary of Transportation, to
invest all or any part of the war risk insurance revolving fund in interest-
bearing securities of the United States, and to credit the interest on, and
the proceeds from the sale or redemption of, such securities to the
revolving fund. Additionally, the enrolled bill provides that the President
shall conduct a full and complete investigation and study of the possible
expansion of the war risk insurance program to provide coverage for
losses and damage resulting from riots, civil disorder, hijacking or
other similar acts. It provides that in carrying out the investigation

and study the President shall consult with the Secretaries of Trans-
portation, Defense, and State and the heads of such other departments,
agencies, and instrum entalities of the Federal Government as he
determines necessary. The bill provides that the President shall

report to Congress, not later than ninety days after the date of
enactment, the results of the investigation and study, together with

his recomm endations for legislation (if any) which he determines
necessary.
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The enrolled bill originated as a House Committee substitute for an
Administration bill submitted to Congress by this Department. The
Administration bill would have provided for the extension of the war
risk insurance program for a period of five years (to September 7,
1980), instead of eight months (to May 7, 1976) as provided for in the
enrolled bill. The Administration bill would also have provided for
the investment of the war risk fund by the Secretary of the Treasury.,
However, as suggested by the Treasury Department, investment in
"Treasury securities' would have been authorized, rather than in
"interest-bearing securities of the United States, ' as provided for
in the enrolled bill.

The Administration bill contained no provision for a Presidential
study of the expansion of the coverage of the war risk program.
Consideration already was being given to a request by air carriers
for expanded coverage along the lines referred to in the enrolled
bill. The air carriers' request has been the subject of ongoing
consultations, initiated by the Federal Aviation Administration,

with interested federal agencies, including the Office of Management
and Budget.

Although this Department would have preferred an extension of the
war risk program for five years, rather than the eight months
provided for in the enrolled bill, we consider the extension of the
program, in view of its imminent expiration date of September 7,
1975, more important than the length of the extension. It is our
understanding that Congress will review the program for a longer
term extension prior to the expiration of the eight month period.
Similarly, we would have preferred an authorization to invest in
"Treasury securities'. However, from the standpoint of this
Department, we do not consider the authorization to invest in
"interest-bearing securities of the United States'' to be a signi-
ficant deviation, particularly since the language of the enrolled
bill does not impede DOT/Treasury discretion in the selection

of Treasury securities for actual investment.

We believe the inclusion of the Presidential study requirement

to be unnecessary and undesirable. Nevertheless, since we have
already embarked on reviewing the questions that would be involved
in the study required by the enrolled bill, we would not consider
this a basis for rejecting the enrolled bill. It is not anticipated
that this study will have a significant cost impact.
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Our most important objective in submitting the Administration bill

was to assure a continuation of the war risk insurance authority and
avoid its expiration on September 7, 1975. This is important because
the "standby' authority to undertake the issuance of war risk insurance
should be preserved without a break in continuity to assure the ability
to m eet promptly needs generated by unforseeable events. A hiatus

in the war risk insurance program also could affect Military Airlift
Command contracts and the Civil Reserve Air Fleet program in which
the Department of Defense specifies insurance coverage under Title
XII for participating air carriers.

Inasmuch as both objectives of the Administration bill, a continuation
of the war risk insurance program and establishment of authority to
invest the war risk insurance fund, are accomplished by H. R. 8564,
the Department of Transportation recommends that the President
sign the enrolled bill, H. R. 8564.

Sincerely,

Genetal /Counsel



Honorable William T. Coleman, Jr.
Secretary, Department of Transportation
400 7th Street, S.W.

Washington, D. C. 20590

Dear Mr. Secretary:

Section 3 of Public Law provides that the President
shall conduct a full and complete investigation and study of the
possible expansion of the war risk insurance authorized by Title
XIII of the Federal Aviation Act of 1958, as amended, and by

other provisions of law, to provide coverage for losses and damage
arising out of riots, civil disorders, hijacking, or other similar
acts.

Inasmuch as the Secretary of Transportation is responsible for the
implem entation of Title XIII, I have decided that you should conduct
this investigation and study on my behalf in coordination with the
Departm ent of Defense and the Department of State. You may

consult with such other federal agencies and with such persons and
organizations outside of the government as you may deem appropriate.
If, as a result of your investigation and study, modification of Title
XIII is deemed necessary, recommendations for the necessary
legislation should be prepared for my approval.

In order that Imay make a timely response to the Congress, the
results of the study and any proposals for legislation should be
transmitted to me by , 1975,

Sincerely,



OFFICE OF THE SECRETARY

Honorable James T. Lynn

DEPARTMENT OF THE AIR FORCE
WASHINGTON, D.C. 20330

5 AUG 1975

Dear Mr. Director:

Reference is made to your request for the views of the
Department of Defense with respect to the enrolled enactment
of H. R. 8564, 94th Congress, an Act ''To amend the Federal
Aviation Act of 1958 relating to war risk insurance.' The
Secretary of Defense has delegated to the Department of the
Air Force the responsibility for expressing the views of
the Department of Defense.

The act would extend the present War Risk Insurance
which would expire on September 7, 1975. The Department
of the Air Force, on behalf of the Department of Defense,
recommends that this act be signed by the President. This
legislation is required to assure unhampered movement of
aircraft, cargoes, and persons when such insurance is not
otherwise available.

The recurring costs or savings to the Department of
Defense cannot be estimated at this time.

This report has been coordinated within the Department
of Defense in accordance with the procedures prescribed by
the Secretary of Defense.

Sincerely,

k\/\t\x\a \\M) %‘L

WALTER B. LaBERGE
Assistant Secretary

C Research and Development
Director

Office of Management and Budget

Tio,

Jorulioy

& *%
3 2
S 5
[ z
W S
% &

7276.191®



THE GENERAL COUNSEL OF THE TREASURY
WASHINGTON, D.C. 20220

AUG 5 1975

Director, Office of Management and Budget
Executive Office of the President
Washington, D. C. 20503

Attention: Assistant Director for Legislative
Reference

Sir:

Reference is made to your request for the views of this
Department on the enrolled enactment of H.R. 8564, "To amend
the Federal Aviation Act of 1958 relating to war risk
insurance."

The enrolled enactment would extend the present authority
of the Secretary of Transportation to issue war risk insurance--
due to expire September 7, 1975--until May 7, 1976, and provide
authority for him to request the Secretary of the Treasury to
invest all or any part of the aviation risk insurance revolving
fund in interest-bearing securities of the United States. The
interest on, and the proceeds from the sale or redemption of,
any securities held in the revolving fund shall be creditedto
and form a part of the revolving fund. The enrolled enactment
would also require a study by the President of the possible
expansion of the program beyond the present coverage provided
by title XIII of the Federal Aviation Act of 1958, to provide
coverage for losses and damage resulting from riots, civil
disorder, hijacking, or other similar acts.

The Department would have no objection to a recommendation
that the President sign the enrolled enactment.

Sincerely yours,



DEPARTMENT OF STATE

Washington, D.C. 20520

AUG 5 = 1975

Honorable James T. Lynn

Director

Office of Management
and Budget

Washington, D. C. 20503

Dear Mr, Lynn:

This is in response to Mr, Frey's request for the
Department's views and recommendations on H.R. 8564,
an enrolled bill,.

The principal purpose of this legislation is to

extend the authority of the Secretary of Transportation
under Title XIII of the Federal Aviation Act of 1958,
to authorize war risk insurance on U.S. aircraft

in certain circumstances. This extension is limited

to May 7, 1976 to enable there to be a full and
complete investigation and study of certain proposals
by Pan American World Airways that additional coverages
be included in Title XIII.

This legislation is a useful tool to have available
in the event of an emergency, and we recommend that
the President approve it.

Sincerely,

Robert ; McCloskey

Assistant Secretary
for Congressional Relations



ASSISTANT ATTORNEY GENERAL
LEGISLATIVE AFFAIRS

- Bepartment of Justice
Washington, B.¢. 20530

RUS 6 1975

Honorable James T. Lynn

Director

Office of Management
and Budget

Washington, D. C. 20503

Dear Mr. Lynn:

In compliance with your request, I have examined
a facsimile of the enrolled bill (H.R. 8564), "To amend
the Federal Aviation Act of 1958 relating to war risk
insurance."

The Department of Justice makes no comment and
defers to the Office of Management and Budget on whether
or not this bill should be approved.

Sincerely,

Michael M. Uhlmann
Assistant Attorney General
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- EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

AUE 7 1975

MEMORANDUM FOR THE PRESIDENT

Subject: Enrolled Bill H.R. 8564 - Extension of Aviation
War Risk Insurance
Sponsors - Rep. Anderson (D) California and Rep. Snyder
(R) Kentucky

Last Day for Action

August 13, 1975 - Wednesday

Purpose

To extend the aviation war risk insurance progfam for eight
months until May 7, 1976; to allow the investment of the money
in the revolving fund; and to require a 90-day Presidential
study of an expansion of the program.

Agency Recommendations

Office of Management and Budget Approval (delegation concerning.

responsibility for study
. attached)

Department of Transportation Approval (letter assigning
responsibility for study
attached)

Department of State Approval

Department of Defense . Approval

Department of the Treasury No objection

Department of Justice No comment

Discussion

H.R. 8564 would amend Title XIII of the Federal Aviation Act of

1958 to extend for eight months, until May 7, 1976, the authority
for the Department of Transportation to issue aviation war risk
insurance. This authority is currently due to expire on September 7
of this year.



The aviation war risk insurance program administered by FAA
provides insurance of civilian aircraft, in international
operations, against war risks. Such insurance is provided
when adequate coverage cannot be obtained commercially on
reasonable terms and conditions.

Two types of insurance are issued. First, DOT insures aircraft
which are under contract to a Federal agency for a particular
mission. No premiums are charged for this insurance. The
commercial aircraft involved in the rice 1ift into Phnom Penh,
Cambodia were covered by this first type of insurance. Second,
DOT can insure aircraft on commercial flights when the opera-
tions involved are deemed by the Secretary of Transportation

to be necessary to the air commerce of the U.S. and insurance
is not available on reasonable terms and conditions. Premiums
are charged for this second type of insurance, and are deposited
in a revolving fund in the Treasury.

H.R. 8564 would permit the Secretary of the Treasury, at the re-
quest of DOT, to invest any portion of the funds in this revolving
fund in "interest bearing securities of the U.S." The interest
from that investment would be deposited in the revolving fund.

The interest at present rates on the investment of the $13.7
million currently in the fund would approximate $650,000. A
similar provision was included in DOT's legislative proposal

which would have authorized investment in "treasury securities.”
Treasury has no objection to the bill as enrolled but in earlier
comments stated that it would, as a matter of policy, confine its
investment of the fund to "treasury securities" which, in its view,
would be more consistent with good fiscal management.

The enrolled bill would extend the program for only eight months,
rather than DOT's suggested five years. This was done to enable
Congress to consider an expansion of the program requested by

Pan American World Airways. In lieu of an expansion of the pro-
gram at this time, the enrolled bill would require you to conduct

a study, to be presented to Congress in 90 days, of the possibility
of expanding this program to cover losses and damage resulting from
riots, civil disorder, hijackings, and similar acts which are be-
yond the coverage of the present program, but are included in
normal commercial coverage. The study, which was not included in
the DOT proposal, is unnecessary and undesirable in DOT's view
since DOT has already been studying these issues. However, the
study requirement would not present a problem.
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OMB and DOT recommend that the responsibility for conducting
the study be delegated to the Secretary of Transportation.
We have attached for your consideration a proposed Executive
order to accomplish this delegation. We recommend this be
used rather than DOT's proposed letter. Attorneys in the
Department of Justice who normally review proposed Executive:
orders for form and legality have reviewed this proposed .
order and have informally advised that there is no objection
to its issuance.

~

(s) Paul H. O'Neill

Paul H. O'Neill
Acting Director

Enclosures



EXECUTIVE ORDER

DELEGATING CERTAIN FUNCTIONS TO THE
SECRETARY OF TRANSPORTATION

By virtue of the authority vested in me
by Section 301 of Title 3 of the United States
Code, the Secretary of Transportation is hereby
designated and empowered, in consultation with
the Secretaries of State and Defense, and the
heads of other appropriate agencies, to conduct
the full and complete investigation and study,
concerning the possible expansion of war risk
insurance, required by Section 3 of H.R. 8564
which I have today signed into law, and to prepare
a report on the results of the investigation and
study, together with any recoﬁmendations for
legislation. Since Section 3(c) of H.R. 8564
provides for the President to transmit the report
to the Congress within 90 days of enactment of
this legislation, the proposed report should be
submitted to me, through the Director of the

Office of Management and Budget, within 70 days.

THE WHITE HOUSE

, 1975






MEMORANDUM 5429

NATIONAL SECURITY COUNCIL

August 8, 1975

MEMORANDUM FOR: JAMES CAVANAUGH
FROM: Jeanne W. Davis '
SUBJECT: H.R. 8564 - Extension of

Aviation War Risk Insurance

The NSC Staff concurs in the proposed Enrolled Bill H. R, 8564-
Extension of Aviation War Risk Insurance.



THE WHITE HOUSE

WASHINGTON

August 11, 1975

MEMORANDUM FOR: JIM CAVANAUGH §>/

FROM: MAX L. FRIEDERSDO&;\

SUBJECT : H.R. 8564 - Extension of Aviation War Risk
Insurance

The Office of Legislative Affairs concurs with the agencies

that the  subject bill be signed.

Attachments



































