CABINET OFFICE
70 Whitehall, London swia 2as Telephone o1-233 8319

From the Secretary of the Cabinet: Sir Robert Armstrong Kcs,cvo

Ref: A04732 15th April 1981

Prime Minister's Visit to The Gulf:
Dubai Aluminium Plant

I enclose a copy of a letter which Sir Robert Armstréng has
received from the British Insurance Association, indicating that the Dubai
authorities have a substantial insurance claim against British insurers
over damage to the aluminium smelter at Dubai. The British Insurance
Association think there is a possibility that this insurance claim might be
raised with the Prime Minister.

Brief PMVK(81) 12 for the Prime Minister's visit to The Gulf deals
with bilateral political and economic issues for the Prime Minister's visit
to the UAE, Paragraph 4 contains a reference to the aluminium smelter
but does not mention the possibility of an insurance claim. Iimagine that
the FCO and the Department of Trade officials will wish to ensure that the
Prime Minister is furnished with a line to take on this insurance claim point
should it be raised with her. Such a line to take will have to be telegraphed
out to the Prime Minister's party. I should be grateful if you could make
arrangements for this to be done and if you could also send No, 10 and
ourselves a copy of the outgoing telegram.

I am sending copies of this letter and of the enclosure to
Jonathan Phillips, Department of Trade, John Neve, Department of Industry
and Mike Pattison, No, 10,

(D.J. Wright)

Miss Barbara Hay
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Dubai Aluminium Plant: Insurance Claim

It may be that I am bothering you unnecessarily but I do think
that Mrs. Thatcher ought to be aware that there is a possibility
if she wvisits Dubai that the authorities there may raise with her
the question of a substantial insurance claim which is currently
outstanding.

Briefly there was an incident on 19th February 1981 as a conseguence
of which the aluminium smelter at Dubai ceased to operate with the
result that solidification occurred. I don't think you will be very
worried about the technical details: what matters is that the claim
is estimated to be above £20 million.

Pressure is already being exerted by the authorities in Dubai
on British insurers (two of our major members lead on this risk but
there are over 40 insurers involved in all). Those concerned are
doing the best they can to see this matter through to a conclusion
and there is no question but that British insurers will honour their
legzal liabilities.

I understand that the brokers have had it confirmed that the
local authorities accept there will be a delay of a couple of weeks.
We are expecting to reach a conclusion on or around Friday, =24th
April.




Sorry to bother you with all this. It just occurred to us here
that the matter might be raised by the Ruler or one of his people because
80% of the smelter is owned by the Dubai Government. The Ruler is,
I believe, taking a personal interest in the progress of the claim.
Obviously, if you or any of your colleagues want more information
it can be provided.

I think all we would ask is that reassuring noises are made
if questions arise.

I am not sure if you are accompanying Mrs. Thatcher: if so,
no doubt one of your colleagues will make sure the contents of this
letter reach you quickly.




DUBAI ATLUMINIUM SMELTER INSURANCE

The Qyitish Insurance Associatiqg_have written to the

Secretary of the Cabinet to suggest that the Prime Minister

should be made aware that Shaikh Rashid might raise with her
————————

the question of the substantial insurance claim outstanding

—

following the damage to the aluminium smelter.

—_—

We think it unlikely that Rashid will do-so. But in case
the Prime Minister needs a defensive brief, we suggest the
following:

"Concerned to hear of the damage to the smelter.

British insurers have long tradition of meeting

all legitimate claims against them, no matter how
large. No question of their not honouring their
legal liabilities arising out of Dubai incident.

Am sure the insurers are dealing as quickly as they

can with the claim."

You may wish to explain the circumstances of the damage
to the smelter to the Prime Minister's Party either on arrival
in Dubai or else (preferably) via Abu Dhabi where there will

be a little more time.
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TO IMMED|ATE ABU DHABI

TELEGRAM NUMBER @13 COF 23 APRIL

AND TO IMMED|ATE RIYADH (FOR P.M.’S PARTY),
PRIORITY FCO.

FCO TELNO 68 TO ME: PRIME MINISTER’S VISIT: DUBA| ALUMINIUM
SMELTER INSURANCE.

1. | SAW LIVINGSTONE OF DUBAL TODAY. HE SAID THAT ALTHOUGH THE
LOSS ADJUSTERS WERE STILL EXAMINING THE CLAIM, HE WAS ENTIRELY
CONTENT WITH THE WAY |T WAS BEING HANDLED, AND HAD NO OBJECTION
TO SHAIKH RASHID BEING SO INFORMED. -

2. |F, WHICH SEEMS MOST UNLIKELY, RASHID RAISES THIS WITH THE
PRIME MINISTER SHE COULD USE THE LINE SUGGESTED IN FCO TUR, ADDING
THAT SHE UNDERSTOOD THE COMPANY WERE HAPPY WITH THE INSURER’S
HANDLING OF THE CASE.
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AND FCO,

LXE 818 / 24

YOUR TELNOS 4,5 AND 6 7O JEDDA: PRiﬂE MENISTER'S VISIT,

4. FOLLOWING ADDITIONAL POINTS HAVE EMERGED HERE DURING PAST
FEW. DAYSt

(A) SHAIKH RASHID IS DEFINITELY EXPECTED TO HOST THE LUNCH I
ABU DHAB! OW 22 APRIL. WE HAVE POINTED OUT TO PROTOCOL DEPT.
THAT ALTHOUGH OTHER GUESTS HAVE BEEN INVITED FOR 1320, PRIME
* MINISTER HERSELF WILL NOT ARRIVE UNTIL 1339,

SHAIKH HAMDAN BIN RASHID, MINISTER OF FINANCE AND INDUSTRY,
WILL MEET THE PRIME MINISTER ON ARRIVAL AT DUBAI AIRPORT ARD
ESCORT HER AT THE TRADE CENTRE, CHAMBER OF COMMERCE RECEPTION
AND DHOW TRIP. (SHAIKH MOHAMVED BIN RASHID LEFT FOR JAPAN AND
USA ON 14 APRIL AND IS NOT NOW EXPECTED BACK BEFORE THE END
OF THE MONTH). : :

IT IS VIRTUALLY CERTAIN THAT THE WEIR WESTGARTH CONTRACT WILL
NOT REPEAT NOT BE READY FOR SIGNATURE ON THE 22ND.

ALL REPEAT ALL THE NO 1a OFFICIALS AND ALL THE ACCO“°'"\|”"
PRESSMEN HAVE BEEN INVITED TO SHAIKH RASHID®S DINNER ON THE
EVENING OF THE 22ND. IT 1S FOR CONSIDERATION, HOWEVER,

WHETHER THE NUMBERS SHOULD NOT BE LI™ITED, TO MINI#fSE DELAYS




(D) ALL REPEAT ALL THE N9 1g OFFICIALS AND ALL THE ACCOMPANYING
PRESSMEN HAVE BEEN INVITED TO SHA!KH RASHID® S" DINNER ON THE

EVENING OF THE 22ND. IT 1S FOR CONSIDERATION, HOWEVER,
WHETHER THE NUMBERS SHOULD NOT BE LIMITED, TO MIN|M|SE DELAYS
WHEN THZ WHOLE PARTY, RETURN TO BOARD THEIR AIRCRAFT.

2« | SHALL TELEGRAPH SEPARATELY TO ABU DHABI ONLY GUIDANCE ON C4R
ARRANGEMENTS FOR THE ARR|VAL IN DUBAI, DETAILS OF THE CHAMBER OF
COMMERCE RECEPTION AND A LIST OF THE 2¢ BRITISH RESIDENTS INVITED
TO MEET THE PRIME MINISTER AT MY HOUSE,

e SINCE UK~BASED STAFF IN ABU DHABI WILL HAVE HAD A CHANCE TO
"EET THE PRIME MINISTER AT THE QBP WHEREAS STAFF HERE WILL NOT,

| HOPE | CAN BE ALLOWED FIVE MINUTES TO PRESENT THE UK=BASED STAFF
AND WIVES (TOTALLING 12 PERSONS) |IMMEDIATELY BEFORE THE BUSINESSMEN® S
MEETING AT 1833,

HASKELL,




DUBAI

wikh Rashid bin Said Al
Makto GCMG
Ruler of\Dubai

Shaikh Muhe
Said Al Makto

ad bin Rashid bin

Hawk Delighted\at interest.
UK ready to assis™Nin meeting
Dubai's needs.—

QA.PDE-
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i A4EDIATE ABU DHABI,NEW DELHI
i : DUBAI ALUMINIUM SMELTER INSURANCE
INSURANCE ASSOCIATION HAVE JRITTEN TO THE
THE CABIWET TO SUGGEST THAT THE PRIME HINISTER
AADE AWARE THAT SHAIKH RASHID MIGHT RAISE WITH HER
THE QUESTION OF THE SUBSTANTIAL INSURANCE CLAIM OQUTSTANDING
FOLLOJING TiiE DAMASE TO THE ALUMINIUM SHMELTER.
2. JE THINK IT UNLI: THAT RASHID WILL DO S0. BUT IN CASE THE
PRIHME HMINISTER H THE FOLLOWING

i
DEFENSIVE BRIEF,WE SUGGEST
QUOTE COHCERNED HEAR OF THE DAMAGE TO THE SMELTER. BRITISH
{SURERS HAVE LON ADI" OF MEETING ALL LEGITIMATE CLAIMS
AGAINST THEM,NO M HOY LARGE, NWOTTION OF THEIR NOT
IE

HOWOURING THEIR LEGAL LIABILITIES. ARISING OUT OF DUBAI
INCIDENT. AM SURE THE INSURERS ARE DEALING AS QUICKLY AS THEY
CAN JITH THE CLAIM UNQUOTE.
“AY JISH TO EXPLAIN THE CIRCUMSTANCES OF THE DAYMAGE TO THE
TO THE PRIME MINISTER'S PARTY EITHER ON ARRIVIAL IN DUBAI OR
ABU DHABI JHERE THERE WILL BE A
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