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| had a thorough and frank conversation with Miloscvic in Belgrade. Using it as a Z“‘
hasis T would likc to sharc my asscssment of prospects for possible ncxt steps in the ’»/"’('_
sfr
sctticment, While doing so | am proceeding, as I think. from common undcrstanding reached /

within the Contact Group: limited time that we have obliges us o acl energetically, taking
considered steps and by all means jointly.

Latest developments prove that it is Belgrade that holds the central role in the
resvlution of the erisis. Milosevic’s agreement with the peace plan, his commitment o a
comprchensive political settlement constitute a potential for movement along two major tracks:
a stage-by-stagc normalization of relations between the FRY and neighborng countries and
especially the prompt cnding of the Bosnia crisis. Miloscvic assured me that the number of
those who [avored the Contact Group plan among the Bosman Scrbs had grown dramatically.
They are businessmen. prominent political and public: figures, meibers of the Assembly who
formed anather so-called Club of support for the peace plan. Scrbian leadership intends
continue active work 10 incrcase the number of supporters ol the peace process and expects W
lip the balance of forces in its favor quite soon.

Things would go much faster, accarding 10 Milosevic. had the international community
shown niore Llndcrsl'an('ling-of his difficulties. Hc thinks that he has “given away™ too much
already without being adequately rewarded and now he 1s facing siill new demands. He told
me with frustration that in the cycs of Serbs and himself the Contact Group had pracncally
lost its credit.

Under these circumstances it took great efforts o persuade Scrbian leadership not o0
dismiss new initiatives off-hand and to recejve the Contact Group in Belgrade. 1 told him that
the situation could not be helped by mounting reproaches and resentment. ‘True, Belpiade daoes
a lot. but the situation has not considerably changed for the better, and the danger of @ new
war Is growing bigger. At the same time interaction of Belgrade with the Contact Group

rcquires progress on sanctions. This is clear as never hefare.
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| believe that we have a chance in our work with Belgrade. Miloscvic understands that
sooner or later the 1ssue of normalizing relations, above all with Bosnia and 1lcrzcgovina and
with Croatia, will have to be scitled. But movement towards this is only possiblc in stages.
without averloading the hnat. At cach stage the demands should be established with account
taken of rcal possibilities for each side. There is a lot of positive in this dircction. but there
are difficulties as well which cause legitimate concern in Belgrade, Sarajevo and Zagreb. and
these have 10 be removed.

But still the Bosnian dimension continues (o be the key element. Along with prodding
Pale lowarda-;.adoplion of the peace plan it is necessary, at long last, to make clear the future
constitutional arrangements for BiH. If we move forward here then the resolution of the issuc
of mutual rccognition and, conscguently. of compreheusive bulilical scilement in the former
Yugoslavia, will go on morc smoothly.

Now on the central issuc - the issuc of sanctions. This knot should be untied. otherwise
the whole process will come 10 a halt. I think that we should not corncr oursclves by taking
an all or nothing approach. The room for mancuver here: an agreement by Miloscvic to move
along the path of normalization and firm support by Belgrade for the peace plan for Bosnia
are rewarded by meaningful alleviation of sanctions.

In view of your proposal (o jointly wark with the Scrhs I have probed Miloscvic's
ammitude towards this dex. This course of action will not be fruitless should flexibility be
displayed vis-a-vis Belgrade. (We have not informed other members of the Contact Ciroup on
this last Issue.) |

Same messages have been sent 1w other Contact Group foreign ministers as well,

Andrei

February 19. 1995

.
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cc: Scmc{y Versh bow

OFFICE OF THE VICE PRESIDENT

WASHINGTON

February 17, 1985

MEMORANDUM FOR TONY

FROM:

ntrolling Release of FRY Frozen Assets
under Plan B

SUBJECT:

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 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)

e 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)

e payment of war reparations and other penalties

DECLASSIFIED
PER E.O. 13526

SEPERE T~
Declassify on: OADR VZ/ ‘°/‘/200



" SECREP

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.
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February 21, 1995

MEMORANDUM FOR

MR. LEON FUERTH MR. LECON E. PANETTA
Assistant to the Vice Chief of Staff to the
President for National President of the
Security Affairs ' United States
MR. KENNETH C. BRILL MR. DOUGLAS GARTHOFF
Executive Secretary Executive Secretary
Department of State Central Intelligence Agency
COL. ROBERT P. MCALEER COL. T. R. PATRICK
Executive Secretary . Executive Secretary
Department of Defense Joint Chiefs of Staff

AMBASSADOR RICK INDERFURTH
Office of the Representative
of the U.S. to the United

Nations

SUBJECT: Summary of Conclusions, Principals Committee Meeting on
Bosnia and Croatia, February 13, 1995 —A&

Please pass to the Principals the Summary of Conclusions attached
at Tab A. &

4@%@@4
drew D. Sens
jtrk—Executive Secretary
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WASHINGTON, D.C. 205086

Summary of Conclusions for
Meeting.of the NSC Principals Committee
DATE: February 13, 1995
LOCATION: White House Situation Room
TIME: 6:00 - 7:00pm

SUBJECT: Summary of Conclusions of Principals Committee Meeting
on Bosnia and Croatia =89

PARTICIPANTS:
Chair CIA
Anthony Lake Douglas MacEachin
ove | Jcs
~ Leon Fuerth Admiral William Owens
State | White House
Peter Tarnoff . Samuel Berger
Nancy Soderberg
DOD
Dr. William Perry ' NSC
Alexander Vershbow
USUN

Ambassador Madeleine Albright

Summary of Conclusions

1. Principals met to review the U.S. position on additional
sanctions relief for Milosevic in return for Serbian recognition
of Bosnia, Croatia and other- former Yugoslav republics within
their existing borders. While they agreed that mutual
recognition, in itself, will not lead to political settlements,
the possibility that récognition might alter the strategic
equation and head off a new war in Croatia justified the risks of
our support. Therefore, Principals authorized our Contact Group
representative to agree to offer a total suspension of sanctions
on the FRY in return for mutual recognition, subject to the
following conditions:
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A, Conditions proposed by State:

-= that Milosevic's recognition of Croatia; Bosnia,
Macedonia and Slovenia in their internationally
recognized borders be genuine and unequivocal;

-- that sanctions be suspended for 2-month periods, with a
positive vote by the UN Security Council required to
renew each time;

- that the sanctions enforcement regime against the FRY
remain in place, so that sanctions can be reimposed on
short notice;

-= that the “outer wall” of sanctions be kept in place,
1.e. measures going beyond UNSC resolutions: no .
assistance from the IFIs or the EU; no granting of a UN
seat to the FRY; and no readmission to OSCE (for our
part, we would not recognize the FRY at this time);

-- that there be a significant toughening up of the
monitoring regime on the Bosnia/Serbia and
Croatia/Serbia borders, including several hundred more
monitors plus equipment such as radars to help deal
with the helicopter problem;

-- that there be continued firm adherence by Milosevic to
the Contact Group plan for Bosnia;

- that Milosevic endorse the principles in the. Zagreb-4
peace plan for Croatia, i.e. the reintegration of the
occupied areas under Croatian sovereignty, with
autonomy for historically Serb-majority areas; and

-- that nothing be done to in any way affect the
commitment to the War Crimes Tribunal.

B. Additional conditions added by Principals:

-- that before we pursue Milosevic's recognition of
Croatia, we insist that Tudjman agree to extend
UNPROFOR's mandate in return for recognition.

-- that the sanctions relief not go into effect until
after the inter-Serbian border is more tightly closed
and the Europeans have deployed the additional monitors
required; and
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-= that we secure Tudjman’s agreement to terminate
economic relations with the Krajina Serbs, since this
could undermine the effects of Milosevic's cut-off of
support to the Krajina and permit the Bosnian Serbs to
receive support through the back door.

2. Principals directed our Contact Group representative to put
down a marker that, if this initiative fails and the war resumes,
our partners will reciprocate our flexibility by supporting the
kinds of coercive measures against the Bosnian Serbs that they
agreed to previously but never implemented. We would not,
however, make their commitment to such measures a quid pro quo.

3. Principals directed that talking points be prepared for
dealing with the press and for briefings on the Hill. (Action:
State/NsC) '
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February 14, 1985

ACTION

MEMORANDUM FOR ANTHONY LAKE

THROUGH: ALEXANDER VERSHBOW
FROM : DON KERRICK @
SUBJECT: Summary of Conclusions for the Principals

Committee Meeting on Bosnia and Croatia,
February 13, 1995

Attached at Tab A for distribution to Principals is_the Summary
of Conclusions from the Principals Committee meeting on Bosnia
and Croatia held February 13, 1995.

RECOMMENDATION

That you authorize Andrew Sens to sign the memo to agencies at
Tab I. '

Approve Disapprove
Attachments Qféw;D
- 7
Tab I Memo to the Agencies

Tab A Summary of Conclusions
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cC: Sandy Vershbow

OFFICE OF THE VICE PRESIDENT

WASHINGTON

February 17, 1995

MEMORANDUM FOR TONY
FROM: H

SUBJECT: 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
governments 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

e determining ownership (successor state issues are not yet
~settled) - '

e 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)

e payment of war reparations and other penalties
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The U.S. Government s=nould seek a thorough international
inventory of frozen z=zssets as a first step to their orderly
distribution. Then, -there should be a meeting of financial and
banking experts to d:s=scuss how to unblock assets with due
provision for the ri:z=nts of successor states and creditors. We
should continue to iz=sist on resolution language mandating that
assets not be releas==Z until ownership is resolved and legal
rights of successor sczates, creditors, and other claimants are
protected.

Remember that Milosevizc 1s a banker. He will find it hard to
object to such a proceess, while he certainly will be quick to
take advantage of any -openings we give him. So long as our
approach requires thzt- claims of others be adjudicated, the time
frame for releasing I-—ozen assets is relatively long, which tends
to deny Milosevic shcr—t-term access for purposes we might find
objectionable and prssserves some leverage for settling other
issues.



February 20, 1995

SUBJECT: 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 flrms), 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 objectlonable and
preserves some leverage for settling other issues. .
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Implementing Plan B

Conditions for sanctions relief

Requirements to enforce conditions

Addressed in 2/15 CG Proposal

FRY recognition... must be genuine and
unequivocal

e Clear definition of “genuine and unequivocal”
recognition

e Link definition to SC procedures for
suspending and reimposing sanctions

Sanctions suspension for 2 month periods, positive
SC vote needed for renewal each time

Unambiguous language in SC resolution
suspending sanctions

Sanctions enforcement regime against FRY(S&M)
must remain in place to allow quick reimposition of
full sanctions

¢ SAMs structure remains in place
o Front-line states retain enforcement
mechanisms

Restrictions beyond UNSC resolutions to remain in
force (no IFI assistance, no UN seat, no - )
readmission to OSCE)

Agreement among CG that these items should be
held back as long-term leverage against
settlement of region's underlying security problems
(e.g.: Kosovo, War Crimes Tribunat)

Significant toughening of monitoring regime on
FRY borders with Bosnia and Croatia (more
monitors and more equipment)

European agreement to deploy additional monitors
and equipment '

Sanctions relief to go into effect only after border is
more tightly closed and Europeans have deployed
additional monitors

Agreed definition of “acceptable” level of closure
and monitoring

FRY continues to support CG plan for Bosnia

Links to reimposition and extension language in
resolution

FRY endorses principles of Z-4 plan

Links to reimposition and extension language in
resolution

NOT Addressed 2/15 CG Proposal

Mechanism for immediate revocation of sanctions
relief if FRY reneges

Unambiguous language in SC resolution
stipulating conditions under which sanctions relief
would be revoked

Closing the “Back Door:.” Goods reaching Pale via
Croatian and GOBH territory threaten to make FRY
border closure irrelevant

¢ GOC and GOBH commitment to control trade
with Pale Serbs; plus CG/international
agreement to control trade on Croatia/Bosnia
border (or to cut off both Pale and Knin Serbs)

e Support (monitors, technical assistance) for
GOC and GOBH

o Clarify UNPROFOR role

Protecting interests of successor states and other
claimants as financial sanctions are suspended

Agreement that assets will not be released until
successor state, creditor, and other claimants
concerns have been addressed

Prohibiting trade facilitation agreements with the
FRY

Trade preferences and other agreements should
be included in the list of non-UNSC sanctions cited
above
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ACTION

MEMORANDUM FOR ANTHONY LAKE

THROUGH : ALEXANDER VERSHBOW
FROM: DON KERRICK (K/ /
SUBJECT: Summary of Conclusions for the Principals

Committee Meeting on Bosnia and Croatia,
February 13, 1995

Attached at Tab A for distribution to Principals is the Summary
of Conclusions from the Principals Committee meeting on Bosnia
and Croatia held February 13, 1995.

RECOMMENDATION

That you authorize Andrew Sens to sign the memo to agencies at
Tab I.

Approve Disapprove

Attachments
Tab I Memo to the Agencies
Tab A Summary of Conclusions
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September 11, 2006
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NATIONAL SECURITY COUNCIL
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MR. LEON FUERTH

Assistant to the Vice
President for National
Security Affairs

MR. KENNETH C. BRILL
Executive Secretary
Department of State

COL. ROBERT P. MCALEER
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Summary of Conclusions

1. Principals met to review the U.S. position on additional
sanctions relief for Milosevic in return for Serbian recognition
of Bosnia, Croatia, and other former Yugoslav republics within
their existing borders. While they agreed that mutual
recognition, in itself, will not lead to political settlements, .
the potential of recognition to alter the strategic equation and
to head off a new war in Croatia justified the risks of our
support. Therefore, Principals authorized our Contact Group
representative to agree to offer a total suspension of sanctions
on the FRY in return for mutual recognition, subject to the
following conditions:
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SECRER 2

A. Conditions proposed by State:

- that Milosevic's recognition of Croatia, Bosnia,
Macedonia and Slovenia in their internationally
recognized borders be genuine and unequivocal;

-- that sanctions be suspended for 2-month periods, with a
positive vote by the UN Security Council required to .
renew each time;

-- that the sanctions enforcement regime against the FRY
remain in place, so that sanctions can be reimposed on
short notice;

-- that the “outer wall” of sanctions be kept in place,
i.e. measures going beyond UNSC resolutions: no
assistance from the IFIs or the EU; no granting of a UN
seat to the FRY; and no readmission to OSCE (for our
part, we would not recognize the FRY at this time);

- that there be a significant toughening up of the
monitoring regime on the Bosnia/Serbia and
Croatia/Serbia borders, including several hundred more
monitors plus equipment such as radars to help deal
with the helicopter problem;

-- that there must be continued firm adherence by
Milosevic to the Contact Group plan for Bosnia;

-- that Milosevic must endorse the principles in the
Zagreb-4 peace plan for Croatia, i.e. the reintegration
of the occupied areas under Croatian sovereignty, with
autonomy for historically Serb-majority areas; and

--  that nothing should be done that in any way affects the
commitment to the War Crimes Tribunal.

B. Additional conditions added by Principals:

-- that before we pursue Milosevic's récognition of
Croatia, we insist that Tudjman agree that he will
extend UNPROFOR's mandate in return for recognition.

-- that the sanctions relief not go into effect until
after the inter-Serbian border is more tightly closed
and the Europeans have deployed the additional monitors
required; and



-- that we secure from Tudjman his agreement to terminate
economic relations with the Krajina Serbs, since this
could undermine the effects of Milosevic's cut-off of
support to the Krajina and permit the Bosnian Serbs to
receive support through the back door.

2. Principals directed our Contact Group representative to put
down a marker that, if this initiative fails and the war resumes,
our parthers will reciprocate our flexibility by supporting the
kinds of coercive measures against the Bosnian Serbs that they
agreed to previously, but never implemented. We would not,
however, make their commitment to such measures a quid pro quo.

3. Principals directed that talking points be prepared for
consulting with the Congress and dealing with the press.
(Action: State/NSC)
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MEMORANDUM FOR ALAN KRECZKO; ANNE WITKOWSKY; SUSAN RICE;
RICK SAUNDERS .

FROM: DON KERRICK @

- SUBJECT: 505 Agreement

Attached State paper is for next Wednesday D.C. on Bosnia. Let
me know if you have any problems or comments by Tuesday. Will
include them in the D.C. briefer.

Attachment
State Paper: Support for the Federation - 505 Agreement
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