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FOLLOWING 3TATE 1€6968, DATED 1220132 AUG 96, SENT ACTI?N
SARAJEVO, IS8 BEING REPEATED FOR YOUR INFO.
QUOTE :

B.0. 12958: DECL: 8/12/06

TAGS: PREL, PGOV, PARM, EK ,
SUBJECT: TRAIN AND EQUIP- - APPROACHING IZETEBEGOVIC ON
REQUIREMENT FOR MPRI SUFPPORT

1. CLASSIFIED BY EUR AMB JAMES PARDEW FOR REASONS 1.5 (B)
AND (D).

2. THIS IS AN ACTION REQUEST -- SEE PARAGRAPH &.

3. BACKGROUND: THIRTY-ONE MPRT CONTRACTORS ARE NOW IN

BOSNIA STANDING BY READY TO GO TO WORK, BUT DELAYS AND BY

THE FEDERATION AND GOBH BUREAUCRACY HAZ KEPT THEM

ESSENTIALLY IDLE EECAUSE OF THE GOVERNMENT'S INABILITY o

COMFLETE CONTRACTOR SUPPORT ARRANGEMENTS, MEANWHILE MPRI
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I% EXPENDING FEDERATION T AND E FUNDS JUST TO MAINTAIN -
THEIR PRESENCE, AND TIME I3 GROWING EVER SHORTER FOR
PUTTING E22ENTIAL ELEMENTS OF THE T AND E PROGRAM IN PﬂACE
BEFORE IFOR DEFARTS.

4. THE MOST PRESSING PRORLEM WHICH NEEDS TO BE RESOLVED
IMMEDIATELY 13 PROVISION OF ADMINISTRATIVE SUFPORT TO MPRI
(E.3., TRANSLATORS, TRANSPORTATION, OFFICE SPACE,

COMMUNICATIONS, ETC.). THE FEDERATION ORIGINALLY AGRERD
TO PROVIDE BUCH SUPFORT, THEN RENEGED ON THE EVE OF THR

JULY 16 CONTRACT SIGNING. THE ALTERNATIVE AGREED TO BY

THE GOBH WAS TO SET UP AN INDEFENDENT, NON-GOVERNMENTAL
ORGANIZATION TO PROVIDE/MANAGE THE ADMINISTRATIVE SUPPobT

TO MPRI. NOW DEP. MINISTER OF DEFENSE CENGIC CONTENDS I

WILL TAKE THE GOVERNMENT 60-90 DAYS TO SET UP SUCH AN
INDEPENDENT ORGANIZATION - - OBVIOUSLY A NON-STARTER - -~ AND
SUGGEAT2 INSTEAD THAT MPRI PAY THE SALARIES OF MOD

PERSONNEL TO PERFORM SUCH SERVICES. HE ALSO MATNTAINS éﬁ
WILL BE NECE3SARY TO ADD A 55 PERCENT TAX TO ALL SERVICES

PROVIDED TO MPRYT.

5. WE WILL NOT PERMIT MPRI TO BE PUT TN THE POSITION OF

PAYING SALARIES TO FEDERATION GOVERNMENT EMPLOYEESZ, NOR:

WILL T AND E FUNDS BE EXPENDED TO PAY TAXES (OR FEES,

ETC.) TO THE GOBH OR FEDERATION. THE FEDERATION'S

CONTRACT WITH MPRI STIPULATES NO TAXES OF ANY KIND WILL| BE

APPLIED TO MPRI ACTIVITIES. WE HAVE REFEATEDLY MADE THESE

CONDITIONS CLEAR TO THE GOBH, NOTABLY INCLUDING DEP. M

OF DEFENSE CENGIC. IN ESSENCE, WE CAN'T HAVE A CONDITI

IN WHICH THE CONTRACTOR (MPRI) SUBCONTRACTS TO THE OWNEI
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OF THE ORIGINAL CONTRACT (FEDERATION). WE NOW NEED To
MAKE THESE POINTS AGAIN TO THE GOBH, BUT WE MUST GO OVER
CENGIC ANMD REQUEST PRESIDENT IZETRBREGOVIC TO INTERCEDE
PERSONALLY TO SECURE IMMEDIATE ADMINISTRATIVE SUPPORT FOR
MPRI IN A MANNER THAT ENSURES OUR TWO CONDITIONS ARF ME
NO SALARTES TO FEDERATION/GOBE EMPLOYEES, AND NO TAXES. '

6. ACTION REQUESTED: AS 300N A% PRACTICAELE AFTER
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AMBASSADOR NENZIES IS REQUESTED TO ASK FOR AN APPOIN T
WITH PRESIDENT IZETBEGOVIC TO EXPLAIN THE SITUATION AN
MAKE THE FOLLOWING POINTS:

= = THE DEFENSE LAW MUST RE PUBLISHED IMMEDIATELY SO THAT
THERE IS NO QUESTION BY ANY PARTY OR FPERSONZ AS TO THETIR
OBLIGATIONS UNDER THE LAW.

- - A3 FOR THE U.§. AND THE MPRI CONTRACTOR, HOWEVER, THE
DELAY IN PUBLICATION THE DEFENSE LAW IN NO WAY IMDEDES
THEIR ACTIVITIES, NOR DOES THE DELAY RELIEVE THE |
FEDERATION/GOBH OFFICIALS OF THE OBLIGATION TO COOPERA

IN SECURING NECESSARY ADMINISTRATIVE SUPPORT. THAT IS WHY
MPRI HAS ALREADY PLACED 31 CONTRACTORS IN BOSNIA.

- - THEY ARE STANDING BY READY TO BEGIN THEIR WORK, AND
MPRI IS RECEIVING PAYMENT A2 SPECIFIED UNDER THEIR

CONTACT, BUT MPRI EXPERTS HAVE REEN UNABLE TO PROCKED |

BECAUSE THE FEDERATION HAS NOT FROVIDED THEM WITH THE 8T

BASIC AND E2SENTIAL ADMINISTRATIVE SUPPORT, SUCH AS OFEICE

SPACE, TRANSLATORS, DRIVERS, VEHICLES, AND SO FORTH.
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-~ = NOR IS THE FEDERATION PRRMITTING MPRI TO OBTAIN SUcH
SERVICES DIRECTLY FROM NON-GOVERNMENTAL SOURCES, |
MEANWHILE, MPRI PLANS TO HAVE A TOTAL OF 170 CONTRACTORS
IN BOSNIA WITHIN THE NEXT 30 DAYS.

= = ORIGINALLY, THE PEDERATION HAD AGREED TO PROVIDE SUCH
ADMINISTRATIVE SUPPORT DIRECTLY, THEREBY REMOVING THE N§ED
TO DIVERT SOME OF THE LIMITED TRAIN AND EQUIP FUNDS FOR.
THAT PURPOSE.

= = THEN, JUST BEFORE THE CONTRACT WAS SIGNED, MPRI WAS.
TOLD THAT A NON-GOVERNMENTAL GROUP WILL EE FORMED TO
ARRANGE ADMINISTRATIVE SUPPORT FOR MPRI, TO BE DAID FOR’
OUT OF T AND H: DONOR FUNDS.

- - LAST WEEK, HOWEVER, DEPUTY MINISTER OF DEFENZE CENG#C
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INFORMED MPRT THAT THE FEDERATION WILL NOT BE ABLE TO SET
UP AN INDEPENDENT ORGANIZATION FOR ANOTHER 60-90 DAYS. [
AM SURE YOU WILI, AGREE THAT SUCH A DELAY I3 UNACCEPTAB
T¢ ALL OF US. -

- - MR, CENGIC HAS SUGGESTED THAT MPRI PAY THE SALARIES| OF
PERZONNEL FROM YOUR MINISTRY OF DEFENSE T DPROVIDE i
ESSENTIAL ADMINISTRATIVE SUPPORT. WE HAD ALREADY INFORMED
HIM REPEATEDLY THAT T AND H: FUNDS CANNOT BE USED TO DA
THE SALARIES OF GOVERNMENTAL EMPLOYEER. MR. CHENGIC HAS
ALS0 INZISTED THAT THE LOCAL LAROR COST2 OF PROVIDTING QLCH
ADMINISTRATIVE SERVICES WILL BE SUBJECT TO A 595 FERCENT

TAX .
CONFIDENTIAL
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- - IN LIGHT OF THI$ UNNECESSARY IMPASSE, I REQUEST THAT
YOU DIRECT YOUR OFFICIALS TO ESTABLISH AN INDEPENDENT,
NON-GOVERNMENTAL GROUP WITHIN FIVE DAYE TC BEGIN PROVID NG
ADMINISTRATIVE SERVICES NEEDED BY MPRI PERSONNEL TO BRGIN
THEIR WORK HERE IN ROSHIA. 1F THAT I3 HOT POSSIRLE, I K
THAT YOU DIRECT THE APPROPRIATE OFFICIALE TO FPERMIT MDR

TO ENTER DIRECTLY INTO SEDARATE CONTRACTS WITH FRIVATE
VENDORS TO PROVIDE THE VARIOUS SERVICES MPRI NEEDS, AND!ON
A COMPLETELY TAX FREE RASIS.

7. SARAJEVO MINIMIZE CONSIDERED .
TARNOFEF UNQUOTE TARNOFF
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SUBJECT: TRAIN AND BQUIP- - APPROACHING IZETEEGOVIC ON
REQUIREMENT FOR MPRI SUPPORT '
1. CLASSIFIED BY EUR AMB JAMES PARDEW FOR REASONS 1.5 (B)
AND (D). |
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2. THI2 I8 AN ACTION REQUEST -- SEE PARAGRAPH &,

3. BACKGROUND: THIRTY-ONE MPRI CONTRACTORS ARE NOW TN
BOSNIA STANDING BY READY TO GO TO WORK, BUT DELAYS AND ?x
THE FEDERATION AND GOBH BUREAUCRACY HAS KEPT THEM
E22ENTIALLY IDLE BECAUSE OF THE GOVERNMENT'S INABILITY ToO
COMPLETE CONTRACTOR SUPPORT ARRANGEMENTS. MEANWHILE MFP

I8 EXPENDING FEDERATION T AND E FUNDS JUST TO MAINTAIN
THEIR PRESENCE, AND TIME IS5 GROWING EVER SHORTER FOR
FUTTING ESS2ENTIAL ELEMENTS OF THE T AND E FROGEAM IN PL#GE
EEFORE IFOR DEFPARTS,

4. THE MOST PRESSING PROBLEM WHICH NEEDS TO BE RESOLVED.
IMMEDIATELY IS PROVISION OF ADMINISTRATIVE SUPPORT TO M&n:
(8.G., TRANSLATORS, TRANSPORTATION, OFFICE SPACE |

COMMUNICATIONS, ETC.). THE FEDERATION ORIGINALLY AGREED
TO PROVIDE SUCH SUPPORT, THEN RENEGED ON THE EVE OF THE
JULY 16 CONTRACT SIGNING. THE ALTERNATIVE AGREED TO BY!
THE GOBH WAS TO SET UP AN INDEPENDENT, NON-GOVERNMENTAL
ORGANIZATION TO PROVIDE/MANAGE THE ADMINISTRATIVE SUPFORT
TO MPRI. NOW DEP. MINISTER OF DEFENZE CENGIC CONTENDS T
WILL TAKE THE GOVERNMENT 60-90 DAYS TO SET UP SUCH AN
INDEFENDENT ORGANIZATION - - OBVIOUSLY A NON-STARTER - + AND
SUGGEATS INSTEAD THAT MPRI PAY THE SALARIES OF MOD
FERSONNEL TO FPERFORM SUCH SERVICES. HE ALSO MAINTAING é;
WILL BE NECESSARY T ADD A 55 PERCENT TAX TO ALL SERVICES
FROVIDED TO MFRI. j

%. WE WILL NOT FERMIT MPRI TO BE PUT IN THE POSITION OF

PAYING SALARIES TO FEDERATION GOVERNMENT EMPLOYEES, MNOR
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UNCLASSIFIED



e ——

INTELWIRE.com UNCLASSIFIED
CONFIDENTIAL
PAGE 03 STATE 166968 1220142

WILL T AND E FUNDS EE EXPENDED TO PAY TAXES (OR FEES,
ETC.) TO THE GOBEH OR FEDERATION. THE FEDERATION'S
CONTRACT WITH MPRI STIPULATES NO TAXES OF ANY KIND WILL BE
AFPLIED TO MPRI ACTIVITIES. WE HAVE REPEATEDLY MADE THRSE
CONDITIONZ CLEAR TO THE GOEBH, NOTABLY INCLUDING DEP. MIN,
OF DEFENSE CENGIC. IN ES3ENCE, WE CAN'T HAVE A CONDITI

IN WHICH THE CONTRACTOR (MPRI) SUBCONTRAGCTS TO THE OWN

OF THE ORIGINAL CONTRACT (FEDERATION). WE NOW NEED TO
MAKE THESE POINTE AGAIN TO THE GOBH, BUT WE MUST GO OVER
CENGIC AND REQUEST PRESIDENT IZETEEGOVIC TO INTERCEDE
FERSONALLY TQO SECURE IMMEDIATE ADMINISTRATIVE SUPPORT FOR
MFRI IN A MANNER THAT ENSURES OUR TWO CONDITICONS ARE T:
HO SALARTIES TO FEDERATION/GOBH EMPLOYEES, AND No TAXES .,

6. ACTION REQUEZTED: AS SQ0N AS PRACTICAELE AFTER
SECRETARY CHRIZTOPHER HAS COMPLETED HIS VISIT TO & 0,
AMBAZZADCR NENZIES IS REQUESTED TO ASK FOR AN APPOIN T
WITH PRESIDENT IZETBEGOVIC TO EXPLALIN THE SITUATION AN
MAKE. THE FOLLOWING POINTS:

- - THE DEFENSE LAW MUST BE PUBLISHED IMMEDIATELY £0 THAT
THERE T2 WO QUESTION EY AMY PARTY OFR PERSONS LS TO THE
OBLIGATIONS UNDER THE LAW.

- = AS FOR THE U.3. AND THE MPRI CONTRACTOR, HOWEVER, Thn
DELAY IN PUBLICATION THE DEFENSE LAW IN MO WAY IMFEDES
THETR ACTIVITIES, NOR DOES THE DELAY RELIEVE THE :
FEDERATION/GOBH QFFICIALS OF THE OBLIGATION TO COOPERA

IN SECURING NECESSARY ADMINISTRATIVE SUPPORT. THAT IS WHY
MPRI HAS ALREADY PLACED 31 CONTRACTORS IN EOSHIA.

CONFIDENTIAL

CONFIDENTIAL

PAGE 04 STATE 166968 122014Z
= - THEY ARE STANDING BY READY TO BEGIN THEIR WORK, AN¢
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CONTACT, BUT MPRI EXPERTS HAVE BEEN UNABLE TO PROCEED
BECAUSE THE FEDERATION HAS NOT FROVIDED THEM WITH THE ﬂusr
BASIC AND ESSENTIAL ADMINISTRATIVE SUFPORT, 3UCH AS OFFICE
SPACE, TRANSLATORS, DRIVERS, VEHICLES, AND S0 FORTH.

- - NOR I3 THE FEDERATION PERMITTING MPRI TO OBTAIN SUCH
SERVICES DIRECTLY FROM NON-GOVERNMENTAL SOURGES.
MEANWHILE, MPRI PLANS TO HAVE A TOTAL OF 170 GONTRAGTO
IN BOSNIA WITHIN THE NEXT 30 DAYS.

- — ORIGINALLY, THE FEDERATION HAD AGREED TO PROVIDE SUCH
ADMINISTRATIVE SUFFORT DIRECTLY, THEREBY REMOVING THE ED
TC DIVERT 30ME OF THE LIMITED TRAIM AND EQUIP FUNDS FOR
THAT PURPOSE.

- = THEN, JUST BEFORE THE CONTRACT WAS 3IGNED, MPRI WAS
TOLD THAT A NON-GOVERNMENTAL GROUP WILL BE FORMED TO

ARRANGE ADMINISTRATIVE SUPPORT FOR MPRI, TO BE PAID FOR
QUT OF T AND H: DONOR FUNDZ. '

- - LAST WEEK, HOWEVER, DEPUTY MINISTER OF DEFENSE CENGEC
DEPARTED FURTHEF, FROM THE ORIGINAL UNDERSTANDING AND
INFORMED MPRI THAT THE FEDERATION WILL NOT BE ABLE TO BET
UP AN INDEPENDENT ORGANIZATION FOR ANOTHER 60-90 DAYS.

AM SURE YOU WILL AGREE THAT SUCH A DELAY IS UNACCEPTABLE -
TO ALL OF US. :

= = MR. CENGIC HAS SUGGESTED THAT MPRI DAY THE SALARTES OF
CONFIDENTIAL '
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FER2ZONNEL FROM YOUR MINISTRY OF DEFENSE TO PROVIDE
ESSENTIAL ADMINISTRATIVE SUPPORT. WE HAD ALREADY Inwnnmin
HIM REPEATEDLY THAT T AND H: FUNDS CANNOT BE USED TO PA
THE SALARIES OF GOVERNMENTAL EMPLOYEES. MR. CHENGIC HAS!
ALSO INSISTED THAT THE LOCAL LABOR COSTS OF PROVIDING SUCH

ADMINISTRATIVE SERVICES WILL BE BUBJECT TO A 95 PERCENT
TAx.

- = IN LIGHT OF THIS UNNECESSARY IMPASSE, I REQUEST THAT
YOU DIRECT YOUR OFFICIALS TO ESTABLISH AN INDEPENDENT,
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ADMINISTRATIVE 3ERVICES NEEDED BY MPRI FERSONNEL TO BEGIN
THEIR WORK HERER IN BOSNIA. IF THAT IS NOT POSSIBLE, I K
THAT YOU DIRECT THE APPROPRIATE OFFICIALS TO PERMIT MPRI
TO ENTER DIRECTLY INTO SEPARATE CONTRACTS WITH FRIVATE

VENDORS TO PROVIDE THE VARIOUS SERVICES MPRI NEEDS, AND( ON
A COMPLETELY TAX FREE BASIS. '

7. BARAJEVO MINIMIZE CONSIDERED.
TARNOFF
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