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ACTION 

THE WHITE HOUSE Last Day: August 13 

WASHINGTON 

August 9, 1975 

MEMORANDUM FOR THE PRESIDENT 

FROM: JIM CANNO~ 
SUBJECT: H.R. 8564 - Extension of Aviation War 

Risk Insurance 

Attached for your consideration is H.R. 8564, sponsored by 
Representatives Anderson and Snyder, which would: 

Extend for eight months, until May 7, 1976, the authority 
for the Department of Transportation to issue aviation 
war risk insurance. 

Permit 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. 

Require a 90-day Presidential study of an expansion of 
the program to cover losses and damage resulting from 
riots, civil disorder, hijackings and similar acts 
which are beyond the coverage of the present program. 

OMB and DOT recommend the responsibility for conducting 
the study be delegated to the Secretary of Transportation. 
OMB has prepared an Executive Order to accomplish this 
delegation at Tab C. 

Additional background information and DOT comments are provided 
in OMB's enrolled bill report at Tab A. 

OMB, Max Friedersdorf, NSC, Counsel's Office (Lazarus) and I 
recommend approval of the enrolled bill and the proposed 
Executive Order. 

Digitized from Box 29 of the White House Records Office Legislation Case Files at the Gerald R. Ford Presidential Library
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RECOMMENDATION 

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

That you sign the Executive Order at Tab c. 



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 

Department of Transportation 

Department of State 
Department of Defense 
Department of the Treasury 
Department of Justice 

Discussion 

Approval (delegation concerning 
responsibility for study 
attached) 

Approval (letter assigning 
responsibility for study 
attached) 

Approval 
Approval 
No objection 
No comment 

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. 
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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 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 objection 
to its issuance. 

Enclosures 

Paul H. O'Neill 
Acting Director 
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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. 11 

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 instrmnentalities 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 recommendations 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 em barked 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. 



- 3 -

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 
tom 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 
XIII 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. 



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 
implementation of Title XIII, I have decided that you should conduct 
this investigation and study on my behalf in coordination with the 
Department 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 I may 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, 



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

OFFICE OF THE SECRETARY 

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. 

Honorable James T. Lynn 
Director 
Office of Management and Budget 

Sincerely, 

l~~4_,~~1L 
WALTER B. LaJBERGE 
Assistant Secretary 
Research and Development 



THEGENERALCOUNSELOFTHETREASURY 
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, 

General couns: ~~ 



DEPARTMENT OF STATE 

Washington, D.C. 20520 

Honorable James T. Lynn 
Director 
Office of Management 

and Budget · 
washington, D. c. 20503 

Dear Mr. Lynn: 

AUG 5 .. 1975 

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, 

~":;l ~c~!';{ 
Ass1stant Secretary 
for Congressional Relations 



ASSISTANT ATTORNEY GENERAL 

LEGISLATIVE AFFAIRS 

lltpnrtmtnt nf llustirt 
1Das~ittgtnu. 111. <!l. 2U53U 

Honorable James T. Lynn 
Director 
Office of Management 

and Budget 
Washington, D. c. 20503 

Dear Mr. Lynn: 

AUG 6 1975 

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. 

~~~~~~~~~----~ 
Michael M. Uhlmann 
Assistant Attorney General 



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 

Department of Transportation 

Department of State 
Department of Defense 
Department of the Treasury 
Department of Justice 

Discussion 

Approval (delegation concerning. 
responsibility for study 

, attached) 

Approval (letter assigning 
responsibility for study 
attached) 

Approval 
Approval 
No objection 
No comment 

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. 
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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. 
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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 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 DOTrs 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. 

Enclosures 

(s) Paul H. O'Neill 
Paul H. O'Neill 
Acting Director 



·..,., ...... 

EXECUTIVE ORDER 
---------------

DELEGATING CER'I'AIN 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 recommendations 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 



THE WHITE libUSE 

ACTION MEMORANDUM WASHINGTON LOG NO.: 

Date: AUgust 8 Time: 
1130am 

FOR ACTION: ike uuval,.£, cc (for infcsrmation): Jim Cavanaugh 
.. ·c;s ,.,._ Jack Marsh 

..tax Frieder~do_r~~ 
Ken La arus~" 
Paul 1eis 

FROM THE STAFF SECRETARY 

DUE: Date: Time: 300pm 

SUBJECT: 

H. • 8564 - Extension of Aviation War Risk Insurance 

ACTION REQUESTED: 

-- For Necessary Action __ For Your Recommendations 

__ Prepare Agenda and Brief --Draft Reply 

_ _ For Your Comments Draft Remarks 

REMARKS: 

Plea return to Judy Johnston, Ground Floor st Unc 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

I£ you have any questions or if you anticipate a 
delay in submitting the required material, ~ease 
telephone the Staff Secretary immediately. 

K. R. COLE, JR. 
For the President 



MEMORANDUM 

NATIONAL SECURITY COUNCIL 

MEMORANDUM FOR: 

FROM: 

SUBJECT: 

August 8, 1975 

JAMES CAVANAUGH 

t ~ Jeanne W. Davis 

H. R. 8564 - Extension o.f 
Aviation War Risk Insurance 

5429 

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



NEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

August 11, 1975 

JIM CAVANAUGH (~ 

MAX L. FRIEDERSDO~y 
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 



AUgust 8 

"VI 'I 

Mike Duval 
NSC/S 
Max Friedersdorf 
Ken Lazarus 
Paul Theis 

ll30am 

c ( Jim Cavanau gh 
Jack Marsh 

D ....., : Date: 300pm 
Anc;nst 8 

:.uBJECT: 

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

i\CTION REQUESTED: 

·-- For Necessary Action For Your Recommendations 

-·-· Prepare Agenda and Brief _ _ Draft Reply 

_ For Your Comments _ Draft Remarks 

REMARKS: 

Please return to Judy Johnston, Ground Floor West Wing 

No objection. to the bill. Suggest that Executive Order and letter 
to Secretary Coleman be modified as noted to expressly include 
participation by the AG. This seems only logical in view of the 
fact that the study is intended to cover the possibility of expanding this 
program to cover certain losses and damages resulting from 
criminal activity, e. g. riots, hijackings, etc. 

KEN LAZARUS 8/8/75 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. ~ 

If you have any questions or if you anticipate a 
delay in subn1itHng the required material, please 
telephone the Staff Secretary immediately. 
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AUgust 8 

£ v .1 

t : De 

Mike Duval ccl 

NSC/S 
Max Friedersdorf 
Ken Lazarus 
Paul Theis ti/./M' 
SE\.In 

August 8 
JECT: 

1130am 
.~ .... 

Jim Cavanaugh 
Jack Marsh 

300pm 

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

ACTION REQUESTED: 

For Necessary Action For "'::our Recommendations 

-- . Prepare Agenda and Brief Draft Reply 

- - For Your Comments _ Draft Remarks 

REMARKS: 

Please re~rn to Judy Johnston, Ground Floor West Wing 
I-

Q) 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

!£ you have any questions or if you anticipate a 
delay in subn'l.itting t:!:\~ required material, please 
telepl10ne the Staff Secretary immediately. 
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EXECUTIVE ORDER 

DELEGATING CERTAIN FUNCTIONS TO THE 
SECRETARY OF TRANSPORTATION 

By virtu~f the authority vested in me 
~ 

by jection 30 o£/itle 3 of the United States K 
Code, the Secretary of Transportation is hereby 

designated and empowered, in consultation with 

the Secretaries of State and Defense~ the 

heads of other appropriate agencies, to conduct 

the full and complete investigation and study~ 

concerning JP: possible expansion of war risk 

insuranceffequired by jection 3 of H.R':"'856~ }(' 

which¥t have~od~signed into law, and to prepare 

a report on the results of the investigation and 

study, together with any recommendations for 

~ ~K 
legislation. Since /ect1on 3(c) of H.R. 8564 

S provides for the President to transm~t the report 

to the Congress within 90 ~ 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 



IJ_l ! \ 

EXECUTIVE ORDER 

ff_'t./..S 

DELEGATING CERTAIN FUNCTIONS TO THE 
SECRETARY OF TR~SPORTATION 

~(aiR)f;%: 

Ji ~ . P/t2/,r 

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 recommendations 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 enact-

ment of this legislation, the proposed report should be 

submitted to me, through the Director of the Office of 

Management· and Budget, within JO days. 

THE WHITE HOUSE, 
August 9, 1975 

• 



94TH CoNGRESS } HOUSE OF REPRESEN'l'A'TIVES { REPOR'r 
1st Sessi.Qn . No. 9!-410 

WAR RISK INSURANCE EXTENSION 

JULY 25, 1975.-0rdered to be printed 

Mr. ,JoNES of Alabama, from the Committee on Public Works and 
Transportation, submitted the following 

REPORT 
[To accompany H.R. 8564] 

The Committee on Public 'Vorks and Transportation, to whom was 
referred the bill (H.R. 8564), to amend the Federal Aviation Act of 
1958 relating to war risk insurance, having considered the same, report 
favorably thereon with amendments and recommend that the bill as 
amended "do pass. 

The amendments are as follows: 
Page 2, immediately before line 11, add the following new sub

section: 
(c) The section heading of section 1306 of such Act is 

amended by striking out 

"COLLECTION AND DISBURSEMENT OF FUNDS" 

and inserting in lieu thereof 

"COLLECTION, DISBURSE)!ENT, AND INVEST?t1ENT OF FUND" 

Page 2, beginning on line 13z.. strike out "September 30, 1980" and 
insert in lieu thereof "May 'T, 1976". 

Page 2, after line 14, insert the following: 
SEO. 3. (a) The President shall conduct a full and com

plete investigation and study of the possible expansion of the 
war risk insurance authorized by title XIII of the Federal 
Aviation Act of 1958 (49 U.S.C. 1531 et seq.), and by other 
provisions of law, to provide coverage for losses and damage 
~suiting from riots, civil disorder, hijacking, or other sim
ilar acts. 

(b) In carrying out this section, the President shall con
sult with the Secretaries of Transportation, Defense, and 
State, and the heads of such other departments, agencies, and 

57-006 
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instrumentalities of the Federal Government as he determines 
necessary. 

(c) The President shall report to Congress not later than 
the ninetieth day after the date of enactment of this section 
the results of the investigation and study authorized by this 
section together with his recommendations for legislation (if 
any) which he determines necessary. 

PURPOSE OF THE BILL 

The .purpose of H.R 8564; ns -reported, .i«; to extend the present 
authority o.f the Se7retary of TranSP-()rtation to issue war risk in
surance-:-due to expire September 7, 1975-until Mav 7, 1976, to au
thori~e ~he investme!lt of the. ~viation war. risk insurance revolving 
fund m mterest-bearmg secur1t1es of the U mted States, and to require 
a study by the President of the ~ssible e~pa.nsion of the program 
beyond the present coverage provided by Title XIII of the Federal 
Aviation Act of 1958. 

BACKGROUN.Q .AND NEED FOR TilE LEGISLATION 

Under the current aviation war risk insurance program, the Sec
retary of Tra.nsport;ation operates two bltSic policy programs: non
premmm ';tn4 pren:_num. ~Ith respect to the premium program the 
Secretary IS authorized, with the approval of the President, to provide 
war risk insurance for the protection of aircraft and of persons and 
property transported aboard them when commercial insurance cannot 
be obtained on reasonable terms and conditions from the commercial 
insurance market. 

l[nder the non-pre~ium program, a dep(irtmen~ or agency of the 
l[m~d States may, With the approval of the President, procu:t:e war 
risk msurance from the Secretary of Transportatri.on. This .insurance 
is provided without premiums to air carriers that have contracts with 
the Department o.f Defense and State. The Department of Defense 
presently hM contracts with 18 airlines oovering some 400 aircraft. 
rr:he Department ~f State ~as ~ontracts covering approximately 85 
aircraft. The premmm war nsk msumnce pr<>tp"am is intended to pro
vide coverage for American air carriers in addition to what is available 
co~mercially .. Th~ coverage o~ war risks is necessary because the 
ordmary ·aviation msm:ance pohcy covers only the usual perils of tire 
damage, and other risks, and excludeS certain named 14wiir- risks'; 
from covera~e. · 

CommerCial polices ~sually include a clau8e,_ or c~auSe.s, excluding 
from coyer~~:ge any da~f!l _for)oss or ~amage occaSIOned by, among 
other t~mgs, war, hostihties, msurrectioii or acts of fpreign enemies. 

Premmms and fees received in consideration of policies i8sued 
under the program are depos.ited in a revolvi~ !und in t~e Treasury 
(49 U.S.C. Sec. ~536(a) )~ !ri.or to 197.1 the aviatwn war r1skyrogram 
had no ea~ned premmms m I~s fund. At present the rev()lvmg :fund 
has a c~ed1t balance of a.pp:ox~ately)~~,700,000. There iS no express 
authority under the e_;1stmg. title to .inve·st "the premiU;ms for the 
benefi~ o.f the fund. . 

Section I of the bill would authorize the Secretary of the Treasury 
at the request of the Secretary of Transportation, to invest all or any 
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portions of the aviation war risk revolving fund in interest-bearing 
securities of the United States and to credit the interest and proceeds 
to the ~evolving fund accOt~nt. The investment of Treasury r~vol~ing 
funds 1s a common practice, but express statutory authority Is a 
prerequisite to such investment. Examples of such authority are· 
found in 38 U.S. C. Sec. 5228, which confers authority to invest andre
invest money in the General Post Fund of the Veterans Administra
tion; _10 U.S.C. Sec. 2601 (d) which confers investment authority in 
relation to the N ation.al Credit Union Share I nsurance Fund; and 46 
U.S.C, Sec .. 1288(a) which confers investment authority in relation 
to the maritime war risk msurance pro~ram. 

Since the arrangements for the aviation war risk insurance fund 
may continue indefinitely, sound business judgment requires provision 
for permitting investment of the moneys in the fund. Earned interest 
would augment the fund. 

It is expected that the Secretary of the Treasury in making such 
inv.es~me~ts will choose interest-bearing securities of the United State& 
which :w,ill eat;n the maximum possible rates of interest (1) in keeping 
with the t:ype o.f securities deemed most appropriate for such purpose, 
a~d (2). m accordance with market conditions prevailing at the 
time. 

Authority for the Aviation War Risk Insurnace Program expires 
September 7, 19'75. The Congiilss has extended the vV ar Risk Insurance 
Program on four previous occasions : ( 1) for 5 years to .Tune 12, 1961, 
u11\fer )?.L. 84-746; (2) for another 5 years to .Tune 18, 1966, under 
P.I.J. S't-'-89; (3) for 4 years to September 7,1970, under P.L. 89-447; 
and, (4) for 5 years to September 7, 1975, under P.L. 91-399. The 
reasons for these past extensions are equally compelling now. Section 
2 of the bi~l would extend the program until May 't, 1976, and thus 
ensure contmual coverage of the program. 

Information received by the -committee during hearings on H.R. 
8564 revealed the possible need to extend the present coverage of the 
program beyond the area of what arc presently considered "war 
risks." · · 
. For exaiP.Ple commer~ial insurnace underwriters drafted certain 

exclusio.ns· i!l t.hei.r "all tisk" policies d1;1ring. the recen~ Sai~o~ 
e~amm.tion. ;t!lclu?Iflg losses and .da!fiage resulti~g from r10ts, civil 
chsorders, l~IJa.ck~~g, an.d other s1m1lar acts. Tins created question~ 
fiS to whether there were gaps in the air cartler8' insi.trance coverage, 

The. imp.li.cations of p.S. carr~ers being unable to operate abroad ·J'ue 
to an mabihty to obtam 100% msurance coverage deserves investiga
tion by t~e Ex~c-!ltive Dep~men~ an? a report to Congress . . SectiOn 
? of the btll.provi?es fo':' an mves~Igatlon and study by the President, 
I~l consultatiOn w1!h the Secr~tartes of Transportation, Defense, and 
State, ~f the possible expansiOn of the war risk insurance program 
t<? provide ~~ver~ge for losses ~n~ damage res"Cllting from riots, civil 
~tsorders; hiJUC~Ing, or. other Similar act~. A report on the illvestiga• 
tlon- ~nd study IS reqmred to be filed with Congress not later· than 
the nmeteenth day after enactment of. the section. 
B~cause of. the que~i~ns r!loi8ed in the hearings regardinll the ade

quacy of the current coverage under the term "war risk'" the bill 
extends the program for 8 months to allow the Congress to' examine 
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the recommendations of the President which are reJ:tuired under the 
pro,;.i_sion of Section 3. 

COST OF THE LEGISLATION 

In accordance with rule XIII (7) of the rules of the House of Rep-
resentatives, the following information is furnished. . . 

No additional costs to the United States would be mcurred m carry
ing out H.R. 8564, as t•eported, in the current fiscal year or in any of 
the 5 fiscal years -following. 0~ the contr&J:)', _it is ant~cipated t!w-t 
interest from investm~nt of pot:t~ons of the avlf:\tiOn war riSk revolymg 
:fund in interest-bearmg secuntles of the U mted States as provided 
by section 1 would augment the fund. 

CoMPLIANCE WITH CLAusE 2(1) oF RuLE XI oF THE RULES oF THE 

HousE OF REPRESENTATIVF..S 

(1) With reference to clause 2(1) (3) (A) of rule XI of the Rules 
o£ the House of Repr~ntat~ves,, no separate hearinf:!S were held op 
the subject matter of this legislatiOn by the Sn~comm1ttee ~:m.Investi
gations and Review. However, the .Subcommitt~e on Avmtion h~ld 
hearings on this subject matter whiCh resulted m t~e reported bill. 

. (2) With respect to clause 2(1) (3) (B) of rule XI of the Rules 
nf the House of Representatives the bill, as reported, does not yrovide 
new budget authority or i~creased tax expenditures. A~cordmgly, a 
statement pursuant to section 308 (a) of the CongressiOnal Budget 
Act is not required. 

(3) With reference to clause 2(1) (3} (C) of rule XI of the Rules 
of the House of Representatives, the committee has not receive~ an 
estimate and comparison prepared by the Director of the CongressiOn
al Bud,:!:et Office under section 403 of the CongreAAional Budget Act. 

(4) With refl:'.rence _to clause 2(1) (3)(D) ?f rule XI of the. Rules 
of the Honse of Representatives, the Comm1ttee ~as not re~e~ved a 
report from the Committee on Government Operations pertammg to 
this subiect matter. 

(5) With reference to clause 2(1) (4) of rule XI of the Rules ofthe 
House of Representatives, H.R. 8564, as reported, will not affect prices 
and costs since it does not authorize additional funds. Therefore, H.R. 
8564, as reported, would not have an inflationary impact on the 
national economy. 

VoTE 

The Committee oruered the bill reported by voice vote. 

CHA~GES IN ExisTING LAw MAnE BY THE BILL, As REPORTED 

In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, joint 
resolution, as reported, are shown as follows (existing law proposed 
to be omitted is enclosed in black brackets, new matter is printed in 
italic, existing law in which no change is proposed is shown in roman) : 

FEDERAL AVIATION ACT OF 1958 

• "' * * 
H.R. 410 
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TITLE :nii-W AR RISI{ INSURANCE 

• • • • • • 
[Sec. 1&06. Collection and diaburaement of funda.] -
Sec. 1306. CoUection, diabursement, and inveatment of funds. 

* • • • • * 
(f) Investment of revo~ving fund. 

* • * • • * 

TITL~~ XIII-"-WAR RISK INSURANCE 
• • • * * * 

[CoLLECTION AND DisBURSEMENT oF FuNDS] 

Oollectlon, Disbursement, and Investment of Funds 

TREASURY REYOLVJXG FCND 

SEc. 1306. (a) • • • 

* • • * 
INVESTMENT OF REVOLVING FUND 

• 

(/), Upon the request of the Secretary, the Secretary of the T rea8U1"!f 
may ~n'fest all o1• ar:yJart of the revolving fund itn inte1•est-bearing 
seountu3s of the Umte States. The interest on, and the proceeds f1'0m 
the sale 01' 1·~demption of, any securities held in the revolving fund 
shall be cred~ted to and fmm a part of the revolving fund. -

* • * • * * * 
TERliHNATION OF TITLE 

,.SEc. 1312~ The aut~ori.ty of the Sec~·etary to provide insurance and 
remsurance under this title shall exp1re at the termination of [Sep
tember 7, 1975] !If ay 7, 1976. 

* * * * * * 
0 
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Rintty,fourth C!ongrtss of tht ilnittd £'tatts of 2lmcrica 
AT THE FIRST SESSION 

Begun and held at the City of Washington on Tuesday, the fourteenth day of January, 
one thousand nine hundred and seventy1ive 

Sln Slct 
'l'o amend the Federal Aviation Act of 1958 relating to war risk insurance. 

Be it enacted by the Senate and House of Representatives of the 
D nited States of America in 0 ongress assembled, That (a) section 1306 
of the Federal Aviation Act of 1958 (49 U.S.C. 1536) is amended by 
adding at the end thereof the following new subsection : 

"INVESTMENT OF RJoWOLVING FUND 

"(f) Upon the request of the Secretary, the Secretary of the Treas
ury may invest all or any part of the 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 credited to and form a part of the revolving 
fund.". 

(b) That portion of the table of contents contained in the first 
section of such Act which a ,I> pears under-

( 1) the center headmg 

" TITLE XIII-WAR RISK INSURANCE" 

is amended by striking out 
"See. 1306. Collection and disbursement of funds." 

and by inserting in lieu thereof 
"See. 1306. Colleetion, disbursement, and investment of funds."; 

ana: 
( 2) the side heading 

"See. 1306. Collection, disbursement, and investment of funds." 
is amended by adding at the end thereof the following: 

" (f) Investment of revolving fund.". 
(c) The section heading of section 1306 of such Act is amended by 

stnking out 

"CoLLECTION AND DISBURSEMENT OF FuNDs" 

and inserting in lieu thereof 

"CoLLECTION, DisBURSEMENT, AND INVESTMENT oF FUNDS". 

SEC. 2. Section 1312 of the federal Aviation Act of 1958 ( 49 U.S.C. 
1542) is amended by striking out "September '7, 19'75", and inserting 
in lieu thereof "May '7, 19'76". 

Sro. 3. (a) The President shall conduct a full and complete investi
gation and study of the possible expansion of the war nsk insurance 
authorized by title XIII of the Federal Aviation Act of 1958 ( 49 
U.S.C. 1531 et seq.), and by other provisions of law, to provide cover
age for losses and damage resulting from riots, civil disorder, hijack
ing, or other similar acts. 

(b) In carrying out this section, the President shall consult with 
the Secretaries of Transportation, Defense and State, and the heads 
of such other departments, agencies, and instrumentalities of the 
Federal Government as he determines necessary. 
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(c) The President shall report to Congress not later than the nine
tieth day after the date of enactment of this section the results of 
the investigation and study authorized by this section together with 
his recommendations for legislation (if any) which he determines 
necessary. 

Speaker of the H OU8e of Representatives. 

Vice President of the U mted Statea Olltd 
P'1'61id6nt of the Senate. 



August l, 1975 

Dear Mr. Director: 

The tollOW'ing bills vere rece1 ved at the White 
House on August lat: 

.; 
H.R. 2559./ " 
H.R. 5884 h 
H.R. 8564/V 
B.R. 8597 "" 
B.R. 8714 

Please let the President have reports and 
recCIIIIlendat101'l8 as to the approval · ot tbeae bills 
as aoon as possible. 

Sineerely, 

Robert D. L1Dder 
Chi.et Executive Clerk 

The Honorable James T. ~ 
Director 
Office ot Management and 'Budget 
Washington, D. C. 
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