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Meeting of NSC Deputies Committee
DATE: January 8, 1991
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White House Situation Room
4:35 p.m.-5:00 p.m.

SUBJECT: Minutes of DC.Meeting on War Risk Insurance (U)
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R
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+

Minutes

r. Gates: We are here to discuss two subjects about which'I am
uniquely ill informed. Perhaps the easiest way to deal .with this
would be for you, Phil, to lay out -the problem. (U)

First, Brent got a memo from Secretary Skinner regarding the
massive increases in insurance premiums for carriers serving the
Middle East. In the case of Riyadh, the rate went from $16,000
to $160,000 per flight. For Tel Aviv, the rate went up to
$60,000. The airlines have come in for war risk insurance. OMB
is concerned about potential liabilities. We thought at one
point about having the carriers go back to the insurers. But all
this has become complicated by the likely issuance shortly of a
Notice to Airmen (NOTAM). So.we need to get together on these
questions. (Z) ' . ' ' '

Mr. Brady: Title XIII provides that the USG is the insurer of

last resort. There must.:be a finding that continued service in

an area .is in the national interest. The determination is good -
for 60 days. The current determination has been renewed several
times and expires on February 8. Thus far, we have issued only

. DECLASSIFIED
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one policy. The FAA has come out with rates that have allowed
the carriers to shop around and obtain commercial insurance at
competitive rates. After January 2, there was a real spike in
the rates. (U) : :

Pan Am has stopped service to Riyadh and Tel Aviv. TWA and other
~carriers are in daily, if not hourly, contact with us.about
insurance. The carriers that want coverage include TWA, Tower,
Evergreen (a charter operator carrying medical supplies), Federdl
Express, Florida West, and 2-3 others. (U)

The U.S. Ambassador to Israel .has expressed concern about the
termination of air services to Israel. As you indicated, Bob,
Secretary Skinner’s personal concern arises from the sharp price
spikes. He wants a policy determination. We are ready to write
policies for whatever purposes are approved. They could be
written for coverage up to midnight on January 14. TWA has
already indicated it will stop service after January 13. (£)

Mr. Eagleburger: We are only talking about coverage u? to
January 15, right? (U)

Admiral Jeremiah: What’s the scope of the exclusion area for the
NOTAM? (¢) . :

Admiral Fitzqeréld: It will covef all Southwest Asian countries
including Israel. The NOTAM will be based on the possibility of
hostilities and will be issued before January 15. (@).

Mr. Eagleburger: 50,000 American citizens are in Israel.
Flights out are fully booked. On balance, we ought to issue
policies until January 15 to give Americans a chance to get out.

(&)

Mr. Diefenderfer: If it’s just one-way, that’s okay: But ' a lot
of these planes are going out to the region full. It doesn’t
make sense for people to be traveling there and our insuring
them. (¢) -

Mr. Brady: A number of carriers have reduced flights. (U)

Mr. Gates: Some have stopped service altogether. According to
my information, Lufthansa and British Airways have Jjust stopped
service. (U)

Mr. Eagleburger: They will stop tomorrow. (U)

Mr. Brady: There have been no terrorist threats since August 2.
Intelligence points to the likelihood of terrorist activity at
the outbreak of hostilities, but we expect there will be a hold
on terrorist acts until January 15. (&)

Mr. Gates: Nothing has changed in that regard. We will continue
to assess the costs and the benefits. (&) '

CONEIRENFIAT
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Mr. Kerr: We may find ourselves shortly in a dlfflCUlt
situation. (&) '

Mr. Gates: We can review matters on a day-to- day basis, taking
into account terrorist reports. (Z) '

Mr. Brady: Under our standard policy,'we can cancel on 3 days’
notice. We could cancel the policies even more quickly. (2)

Mr. Gates: You don’t have to wait for a loss to cancel, right?

(&)

Mr. Diefenderfer: Our liability ends then. (U)

Mr. Brady: TWA wants to know what’s the holdup. Do we have
authority to issue? (&) '

Mr. Diefenderfer: We could issue up through January 15 with a
three-day cancellation notice. But we ought to clean up the list
of eligible countries which now includes Yemen, Iraqg, and Jordan.

@

Mr. Gates: We ought to yank Yemen and Iraq off the list. (@)

Mr. Brady: 11 countries are identified. (U)

Mr. Eagleburger: In my Jjudgment it’s only fair to offer such
coverage .given the number of U.S. citizens who want to get out.

(@)

Mr. Gates: But if we are taking out 40 people, for example, and
taking in 20 to Sanaa, it doesn’t make sense. ({)

Mr. Wolfowitz: There is a big scare in Israel, a fear of the
country being carpeted with SCUDS () '

Mr. Gates: What happens when we issue the NOTAM? (@)

Mr. Eagleburger: No one can fly after January 15. (@)

Mr. Gates: But the NOTAM is not a ban to travel. (&)

Mr. Diefenderfer: No, but we just WOn’t provide insurance. (@)

Mr. Selin: We have issued advisories for people to get out of
Yemen and Jordan. ({)

Mr. Brady:- We don’t have any applications for insurance coﬁerage
for these countries. (&)

Mr. Diefenderfer: Evergreen is carrying medical supplies from
New York to Bahrain and Saudi Arabia. (U)

Mr. Gates: My sense of the group is that we are agreed to
provide insurance coverage up to the issuance of the NOTAM or the

CONPERENTFAF
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effective date of the NOTAM. There should be the right to cancel
on 3 days’ notice and with even shorter notice on safety grounds
if we have, for example, intelligence reports of possible
terrorist -activity. (@)

Mr. Eagleburger: We will scrub the list of countries covered by
the program. (&) :

Mr. Gates: 1If everyone agrees, we can proceed ahead. I will
want to run this by Brent Scowcrodft. Because of obvious
sensitivities, we should not mention the possible issuance of a
NOTAM at this time. (&) ' '

-- End of Meeting --




—CONFIDENTTAE RECORD ID: 9120021

NSC/S PROFILE RECEIVED: 08 JAN 91 13
TO: GATES
FROM: MELBY ~ DOC DATE: 08 JAN 91
SOURCE REF:
KEYWORDS: MIDDLE EAST DC
PERSONS:

SUBJECT: BACKGROUND MATERIAL FOR DC MTG ON 8 JAN RE WAR RISK INSURANCE

ACTION: NOTED BY GATES DUE DATE: 11 JAN 91 STATUS: C
STAFF OFFICER: MELBY LOGREF: 9120039
FILES: TFM O NSCP: DC237 CODES :

DOCUMENT DISTRIBUTTION

FOR ACTION FOR _CONCURRENCE FOR INFO
DEAL
MELBY
NSC CHRON
DECLASSIFIED

White House Guidelines
E.O. 12958, SEC 3.4 (B) September 11, 2006
By 3> NARA, Date 2/o07/200g

COMMENTS :
DISPATCHED BY DATE BY HAND W/ATTCH
OPENED BY: NSAJC CLOSED BY: NSAJC DOC 1 OF 1

—CONTIDENTTAE




——CONTIDENTIAE RECORD ID: 9120021
ACTION DATA SUMMARY REPORT

DOC ACTION OFFICER CAO ASSIGNED ACTION REQUIRED

001 GATES Z 91010814 FOR INFORMATION

001 X 91040512 NOTED BY GATES
DECLASSIFIED

_ White House Guidelines
E.O. 12058, SEC 3.4 (B) September 11, 2006
By 20w NARA, Date =¥/% 7/2.e05



National Security Council
The White House

o - r’)
PROOFED BY: LOG # AN >/
URGENT NOT PROOFED: SYSTEM PRS NSC INT
BYPASSED WW DESK: DOCLOG A/O

SEQUENCE TO HAS SEEN DISPOSITION

Ken Hill L . %0//(’%4p
Bill Sittmann 4_? 71 /
Bob Gates ?7

Brent Scowcroft

Bill Sittmann

Situation Room

West Wing Desk ' ')

H :
NSC Secretariat 5 m "%? f?

A

A = Action I = Information D = Dispatch R = Retain N = No further Action
cc: vP Sununu Other
Should be seen by:
(Date/Time)
COMMENTS

DEiTAg fF 20y

DISPATCH INSTRUCTIONS:



CONHBENTHAE

b o g NATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 20506 20021
January 8, 1991

INFORMATION

MEMORANDUM FOR ROBERT GATES

THROUGH: TIMOTHY ES}&;S%/AL

FROM: ERIC MELBYWM

SUBJECT: Deputies Committee Meeting, Subject: War Risk

Insurance, Tuesday, January 8, 1991, 4:30p.m.,
Situation Room

You will chair a DC on War Risk Insurance at 4:30 this afternoon.
The facts, as best we can determine them, are:

- TWA is only carrier flying into Tel Aviv. It says it
is losing $400/seat due to insurance costs. Lufthansa
and BA have stopped service due to high insurance
costs.

= there are many people, presumably including Americans,
who can not book flights out of Tel Aviv, Amman and
Cairo due to insufficiency of planes. EmbassyTel Aviv
is requesting permission to drawdown dependents; if
approved, this will encourage non-official Americans to
leave.

% TWA and charter companies (Tower, Evergreen) are
willing to continue service if U.S. provides war risk
insurance.

= To date, requests for war risk insurance have covered
only the hull, not passengers.

- DOT has offered, with State, OMB and NSC concurrence,
war risk insurance since August; only one flight has
been covered. 1In other cases, airlines used our
premium proposal to bring commercial insurers down.

o~ The $1 billion figure in Skinner’s memo assumes a
fully-loaded 747. Most planes flying in the region are
737s or A310s; $250-350 million is a better estimate of
potential liability.

There appear to be two basic options:

(a) Continue policy of offering war risk insurance
DECLASSIFIED

TR e _EBNH,B.ENH.N: PERE.CE 13026
Declassify on: OADR 2o10-2197-MR
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(b)

Pro: scheduled and charter flights will continue, at least
until carriers make their own decision to cease flying
for safety reasons.

Con: USG faces potentially large liability until first
covered plane goes down.

Discontinue offering war risk insurance

Pro: no financial liability for USG

Con: prohibitive commercial coverage will cause airlines to
stop service, stranding Americans and others who want
to get out of Middle East.

May be seen as another signal that hostilities are
imminent.

USG will have to charter planes to get Americans, and
probably other nationals, out of Middle East. This
will be logistically complicated and expensive.

A variant of (a) would be to include a rider allowing the USG to
terminate the coverage within a specified number of days.
Currently the coverage is good for one month.

Attachment
Tab A Skinner memo
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NATIONAL SECURITY COUNCIL

08-Jan-1991 10:46 EDT

MEMORANDUM FOR:

Florence E. Gantt ( GANTT )
Wilma G. Hall ( HALL )
FROM: Eric D. Melby
(MELBY)
SUBJECT: Skinner Request on War Risk Insurance
Florence/Wilma:

Please ask the General to raise the war risk insurance issue
(Skinner memo) with Eagleburger when they see each other at 11:00
a.m. The inter-agency system has ground to a halt as State, DOT,
OMB and NSC toss the ball to each other. I have spoken with
Janet Hale at OMB; she said decision is foreign policy call. DOT
has told State that there is no point in U.S. airlines going back
to the insurers to ask them to lower rates.

FYI: There are news reports, which State and DOT say are
credible, that many people who wish to 1leave the Middle East
can’t because airlines can’t get insurance. State staff believes
that at some point USG will have to charter airplanes to get U.S.
citizens out if we can’t provide coverage to U.S. airlines.

Thanks.
CC: Timothy E. Deal ( DEAL )
CC: William F. Sittmann ( SITTMANN )
CC: Robin A. Uhl ( UHL )
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gift.

L PRM._Removed_as a personal record misfile

RESTRICTION CODES

Freedom of Information Act - [5 U.S.C. 552(b)]

(b)(1) National security classified information [(b)(1) of the FOIA]
(b)(2) Release would disclose internal personnel rules and practices of an
agency [(b)(2) of the FOIA]

(b)(3) Release would violate a Federal statute [(b)(3) of the FOIA]

(b)(4) Release would disclose trade secrets or confidential or financial
information [(b)(4) of the FOIA]

(b)(6) Release would constitute a clearly unwarranted invasion of
personal privacy [(b)(6) of the FOIA]

(b)(7) Release would disclose information compiled for law enforcement
purposes [(b)(7) of the FOIA]

(b)(8) Release would disclose information concerning the regulation of
financial institutions [(b)(8) of the FOIA]

(b)(9) Release would disclose geological or geophysieal information




. DEPUTY COMMITTEE MERETING
C TUESDAY, JANUARY 8, 1991

R ' 4:30PM - 6:00PM

WHITE HQUSE '
vAndy Card (Invited) .
Robert Gates

QVp ’

Carnes Lord

NSC
vFim Deal (lst subject)
y/Randy Beers (2nd subject)

STATE, ‘ \
vELawrence Eagleburger (passholder)
/TIvan Selir 3/11/37

DOD . _
vPaul Wolfowitz 12/23/43
/James Locher 8/21/46

JUSTICE/FBI o

illiam Barr 5/23/50
b)) f . I

JCS .

“David Jeremiah ' 2/25/34
JJames Fitzgerald ‘ 12/22/39

CIA

Richard Kerr {passholder)

I (H)(3) [50 USC 403g, Sec. 6]

OMB

/Wllllam Dlefenderfer
+B0b Howard

J/RANSPORTATION
Philip Brady 5/20/51
/C. Dean McGrath 5/27/53

e}



