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MEMORANDUM FOR: The 40 Committee

SUBJECT . Disposition of Air America
1. SUMMARY '

This proposai»recom.rxleﬁds' that ClA diséngagé f:bom‘ E
the ownershii) 6f Air Afnerica, Inc. by (a) selling the Air America -
maintenaﬁce facility on Taiwan, (b) se]lir;g all'aircraft surplus .to
its needs, (c) ciiscontinuing all Air America co_nti‘éctS in Ladé a.s' _
soon as possible and discontinuing all contracts in Tﬁailand as of "
30 June 1974, (d) turning over Air America maintenance opefédéns
‘ .in Udorn to a Thai i_ristrumer’xtalifcy ona go'ing_: concern basis, (e)___: V ,-
.continuing to carry but Alr America flying 'cdntfacts in Soutﬁ Vie_tnam"'
gnd_Cambodia through 31 Deéefnber 1974 and by making appropriate '
arrangements td insln’:g atvi'r.services ﬁll-contihué t‘o be avaiiable _ |
to all U. S. cuStpmérs in the area after thi_s.propo.sal 'cut-‘off déte,
‘ and ) phasing out CIA ownér,ship of Air America aé soon aft%ar 31

December 1974 as possible. The above is'predicated on authorization |
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- from the U.S. Government to turn over U. S. Gove’_fn'tnent p’ropefty
occupied k;y Air A_rnérica in Udorn, | ’I_‘hailaﬁd (othef thén vairc_:}ra.ft). to
a"f'vselected Thai instrumentality so that the éurrent .Air. America
' ﬁi‘aintenance Operé‘ﬁoﬁs in'thét' Jocation can continue on é goiné' concern -
hasis. This diéengagement has .b'een discussed with of.ﬁciéls in the - |
. Department of State_,}l Ageney for In;ernatioué.l_ Development, ISA qf th.e‘. '
. Ijepérﬁnent of Defense and the joint Chiefs of Staff. ‘-There." are.,' no ‘f:ésts o |
/involved in this prOposél.' | o |
2. PROPOSAL
GIA has attempred, since the summer of 1973, to disengage
from the ownérsﬁip of Air Ameﬁca. An Invitation.to Bid was issﬁed .
| on.20 August 1973 which offeréd for sale all of ‘the ogtstandiﬁg stock of
..A‘ir Americg, ‘Inc. (a Delaware corporaﬁon),. inciﬁding its wh'o.lly_o.mé.d
" subsidiary .Air Asia Coxﬁpany Limited, 'Taiwan; .and Ail.:i Ameri?:a Limitéd,
'I'haiiar'ld; and all the shares of Ciyi_l Air ‘Transp.c)xft Cd%npan& Lumted, v .
Taiwaﬁ. The conditions of the sale were: N |
| a. .Séle ofsthe company was to be vfo.::‘ cash l
b. The sale was to be final. :
c. Liabilities to individuals employed by the companies _

- purchased were to be guaranteed by the buyer.




d. The purchaser would not acqu‘ire*thé name
Air America, Inc.
e. Contracts W1thUS .G‘overm_nénti éustofners o
which were in' existence. on the ’da‘.‘te of Séle wouid
" be performed to t_heir concl_u.sionA,v and the buyers -

would keep a simiiai: capability in éxistence andin

L

position to furnish similar services to U.S. Government -
organizations on a contractual basis through 30 June 1974.-:

The ability to continue flying services in Southeast Asia

“in response to U, S. Government requirements, the price offered,,

and the financial respc.)nsibility of the offers were to be the key criteria.

for the evaluation of any bids made. The closing date. for the éubmission

" of bids was 15 October 1973.

CIA received three bids in response to the aforementioned =~

invitation. They were from E-Systems Inc.; 'Management Investor

Group; and Lockheed/Continental Airlines. ~None of the bids was considered

responsive. E-Systems was interested only in the Air Asia maintenance
facility at Tainan, Taiwan but would not agree to continue the'_ﬂying o
services. The Management Investor Group made no cash offer and .also - .

was unwilling to guarantee the liabilities of the .company employeeé,




"
| Lockheed/Continental Airlines did ofvfe‘r ‘a limited cash .p;yment but' , ’:
would only abgree to assume the li‘abi'liti_‘es"of .tbe compaéy émployees_ "
-if »Air.America set up a trust fund'forutha;t p.urpose.v | Aéceptaqce of 'this
prgposal was not .feasible. — |

In shért, noné of the bids for Air America has been resp_onsi?e -‘

to the conditions spelled out in the 20 Augusf: 1973 Inﬁtétio_ri.. Asa

.' - result CIA still owns Air 'Ameri_ca. . CIA still wishes to"di_vest itself - = :

of ownership of Air Arﬁerica but proposes to do 50 1inra'iniavn:1v1er' vwlhiich.
hopefully would be accéptable from both a practical and f)oliticai o
standpoint. With this in rhind CIA proposes the foliovviﬁg
| a. 'CIAb plané to sell the Air' Asia maintenance_faciii_ty
on Taiwan in a separate :ranéaction which sho_u.ld be viewed
- as the firstina seri’eé éf s;eps designed to qu\iidate CIA'S ' i
‘interest in Air America. |
b. CIA plans to séu tﬁose Air Amefi;a'éir.cfa'ftjth'at'-.‘_ S
are surplus to the ‘con.tractual reqﬁire_rnents of Air
America. (CIA will éttempt to realize tﬁe max1mum r.ét.uurnv
 from the sale of these aircraft,' buf it muSt bé realiZéd that
they may not bring a. gfeat deal of césh 'dAue‘ ‘to ve‘xis_t.in.‘g . |

'market factors which are beyond 'C,IA'S c_:ont:rcil. )




¢. Air America would divest itself of property and

eduipment and releéée all personnel in 'La..ovs as scon as-
possible but no later fhaﬁ 30 ]1’mei 19‘7.4.

d. Air Arﬁerica would de.cli.n’e to bid:og any. contracts
in Thailand after 30 June 1974. With the approval of the
U. S.. Gb_vernment Air Amei'ica would éﬁer to turn over its
assgts and capabilities at Uciqrn to é chqseﬁ i_nstrumeptal_ity :
of thé Thai Government on a goith concez_:n”basis.‘ This'
would be done in sufﬁcient time to allow the aéquifiﬁg '
instrumentalityAto bid on the maintenance f)o_rtionfof the 0002
contract. Air America w.o‘uld remain in Thailand only fof.

' such length of r_ime.as necessary to effect a smooth turnover
of the _facility. |

' ve». Air-Ame_ricé_ Wouid’ c;ontiﬁﬁé t:;)v carr_vyic;ué i'ts ﬂyin_'g., 1

contracts in South Vietmam andv‘CambodiA‘thrdugh 31 ljecerhber‘ '.
1974 and would not bid én any eXtéIVISiQnS of'the‘coQti;act_., In o
order to suppc'frt U S.I.-z;équirements in the éréa after fhe ‘

' proposed cuf-off date, CIA will ende‘avor. fo maﬁé approﬁriaf:e
arrangements to‘.insu;:é that_air ser’fricesr w’_iil éonﬁnue to be -

available.
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- f. Other Air Arnerica pereonnel would be release’d
“and assets dispoSed of during this period of time and
the company would be' 11qu1dated as soon after 31 December |
| 1974 as feas1b1e | |
g ‘Funds‘ derived from these sales. together w1th any
eash excess to operat:ing‘ needs will be'returned to rhe .
: Government as requested by OMB

3. ALTERNATIVES

The alternatives a.re ‘for. CIA to re'tair_l Air America and -
its proprietaries es at present or once agéin to att‘e.mpt'to: selllthe
c'oinpany in toto. The ﬁrst alternatlve is unsatlsfactory since CIA s
ownershlp has been completely exposed in the press and w111 undoubtedly .

. generate Congressmnal opposmon.v The second altemative has been.
| . tri__ed Wi;t:h negat_,ive'resu_lts, Thne_ dlere'_is nopracucalalternauveto
:the. proposal outlined in secuon 2, |

4. RISKS AND CONTINGENCY PLANNING

There are po risks mvolved in t‘ms proposal that are not
1nherent in any plan for CIA to dlsengage from ownershlp of A1r
~America. In order to protect itself on this matter. all Inwtanons to. Bld

have been and will be conducted in accordance with .standaird_business_» :
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‘practice. - All due care is being taken to insure that -thé.-.highest standard
"of business ethics is m_aintained at all times.

5. COORDINATION

" The sale of Air America has been discussed with

6. . COST

‘There is no direct cost involved in this. proposal.

7. RECOMMENDATI’ONSY
It is recon}_rﬁénded that the 4OV.C;ommitte.e approve the o
- proposal that the.CL&: | C |
| a. Sell the Air Asia ma‘intenanc_:e,,faci'lity. on Tjaiwa.n', |
b. DiSpose bf'ai'rcraft oi.Air.‘Ameﬁc_a that ‘ar,e i ui‘plusv

to its needs.
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c. Discontinue Air America operatipns iﬁ Léés and
Thailand by 30 june 1974, hopefully turniﬁg over the Air
América mainténance opératipri to a Thé.i ir’;stbumentality
on a going 'concéx;n bésis_.

d.  Discontinue Air America opefatiqné in Vietnam
as soon after 31 De_cernber 1974 as_possibie»'aﬁd endeavof
to make appropriate arrangements té_ insure ‘_thatl.air
serviées wiil' cqntinue to be a{raiiéble ”to all U. S véu's-.ton;iers v

in the area after‘.the'bcut-o_ff date.






