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MEMORANDUM 

FROM: 

SUBJECT: 

OFFICE OF THE VICE PRESIDENT 

WASHINGTON 

February 17, 1995 

H 

ntrolling Release of FRY Frozen Assets 
under Plan B 

One of the most important implementation issues underlying the 
Contact Group's Plan B offer to Milosevic is how to manage 
release of frozen assets. If the international community fails 
to handle this issue properly, Milosevic could get a massive 
infusion of cash that he can use to rectify his economy's most 
pressing problems or -- if the worst happens in Croatia or Bosnia 
-- finance a Serbian spring offensive. In the longer term, a 
maladroit release of assets will also give Milosevic significant 
advantage over the other Yugoslav successor states by helping him 
increase his creditworthiness while saddling others with a 
disproportionate share of .outstanding Yugoslav debt. 

Blocked assets include bank deposits, credits, debts, real estate 
and tangible property. We have a good idea of what is frozen in 
the U.S., but it is less clear how much is held by other 
goverrunents as many were not as rigorous as we were in seizing 
assets in the first place and some have since allowed the Serbs 
to draw on frozen accounts to buy humanitarian goods. 

Issues to address in releasing blocked assets include 

• determining ownership (successor state issues are not yet 
settled) 

• paying depositors, creditors, and other claimants (the 
Yugoslav institutions and firms whose assets were frozen owed 
a lot of money to a lot of people -- including numerous U.S. 
citizens and firms; those creditors have valid claims for 
payment if assets are unfrozen) 

• payment of war reparations and other penalties 

~SCRE'f" 
Declassify on: OADR 
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The U.S. Government should seek a thorough international 
inventory of frozen assets as a first step to their orderly 
distribution. Then, there should be a meeting of financial and 
banking experts to discuss how to unblock assets with due 
provision for the rights of successor states and creditors. We 
should continue to insist on resolution language mandating that 
assets not be released until ownership is resolved and legal 
rights of successor states, creditors, and other claimants are 
protected. 

Remember that Milosevic is a banker. He will find it hard to 
object to such a process, while he certainly will be quick to 
take advantage of any openings we give him. So long as our 
approach requires that claims of others be adjudicated, the time 
frame for releasing frozen assets is relatively long, which tends 
to deny Milosevic short-term access for purposes we might find 
objectionable and preserves some leverage for settling other 
issues. 

2 
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Controlling Release of FRY Frozen Assets 
under Plan B 

One of the most important implementation issues underlying the 
Contact Group's Plan B offer to Milosevic is how to manage 
release of frozen assets. If the international community fails 
to handle this issue properly, Milosevic could get a massive 
infusion of cash that he can use to rectify his economy's most 
pressing problems or -- if the worst happens in Croatia or Bosnia 
-- finance a Serbian spring offensive. In the longer term, a 
maladroit release of assets will also give Milosevic significant 
advantage over the other Yugoslav successor states by helping him 
increase his creditworthiness while saddling others with a 
disproportionate share of outstanding Yugoslav debt. 

Blocked assets include bank deposits, credits, debts, real estate 
and tangible property. We have a good idea of what is frozen in 
the U.S., but it is less clear how much is held by other 
governments. Issues to address in releasing blocked assets 
include determining ownership (successor state issues are not yet 
settled; paying depositors, creditors, and other claimants (there 
are numerous clains against blocked Yugoslav assets -- including 
by U.S. citizens and firms); and payment of war reparations and 
other penalties. 

The U.S. Government should continue to insist that any UN 
resolution that unblocks assets mandate that these assets not be 
released until ownership is resolved and legal rights of 
successor states, creditors, and other claimants are protected. 
The U.S. should seek a thorough international inventory of frozen 
assets as a first step to their orderly distribution. Then, 
financial and banking experts should discuss how to unblock 
assets with due provision for the rights of successor states and 
creditors. 

Remember that Milosevic is a banker. He will find it hard to 
object to such a process, while he certainly will be quick to 
take advantage of any openings we give him. So long as we 
require that claims be adjudicated, the time frame for releasing 
frozen assets is relatively long, which limits Milosevic's short­
term access for purposes we might find objectionable and 
preserves some leverage for settling other issues. 
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