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WASHINGTON, D.C. 20504

December 23,

MEMORANDUM FOR

MR. LEON FUERTH
Assistant to the Vice
President for National
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MS. KRISTIE A. KENNEY
Executive Secretary
Department of State
COL. JOSEPH REYNES, JR.
Executive Secretary
Department of Defense

MS. AMBER BASKETTE
Staff Assistant to the
Representative of the U.S.
to the United Nations

SUBJECT:

1998

MS. MARIA ECHAVESTE
Deputy Chief of Staff
to the President

MS. VICKI M. HUPP
Acting Executive SecretaryCentral Intelligence Agency
MS. RYAN CONROY
Executive Secretary
Agency for International

Development

COL. M. MANNING, USMC
Secretary, Joint Staff

Summary of Conclusions for Deputies Committee
Meeting on Kosovo on December 22, 1998 (SH

Attached at Tab A is the summary of conclusions for the Deputies
Committee meeting on Kosovo on December 22, 1998.

Glyn T. avies
xecuti ye Secretary

Attachment
Tab A Summary of Conclusions
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Summary of Conclusions for
Meeting of the NSC Deputies Committee

DATE: December 22, 1998
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SUBJECT: Summary of Conclusions, Deputies Committee on
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Summary of Conclusions

It was agreed that:
e The ExComm will prepare a report on progress in the

establishment of the OSCE's Kosovo Verification Mission (KVM)
and actions that the USG should take to expedite its
deployment. (Action: State, NSC) (€)-

e The ExComm will prepare a paper for NSC Principals on USG
strategy for preventing a resumption of hostilities in Kosovo
while creating conditions for longer-term stability. The
strategy should address: the role of KVM; our leverage with

Reason for: 1.5 (a), (b), (d) DECLASSIFIEDClassified by: Glyn T. Davies

2504+ v453- (3,44)
Ros S/ed/

Declassify on: December 22, 2008 PER E.O. 13526

CONFIDENTIAL NATIONAL SECURITY COUNCIL 21116
WASHINGTON, D.C. 20504

Summary of Conclusions for
Meeting of the NSC Deputies Committee

DATE: December 22, 1998
LOCATION: Situation Room

TIME: 7:30 - 9:00 a.m.

SUBJECT: Summary of Conclusions, Deputies Committee on
Kosovo

Chair: CIA:
James Steinberg John Gordon

OVP:
Leon Fuerth AID:
Leslie Davidson Frederick Barton

State: JCS:
Thomas Pickering Joseph Ralston
Anthony Wayne George Casey
James O'Brien

Special Envoy:
Defense: Christopher Hill
Walter Slocombe
Bernd McConnell NSC:

Greg Schulte
USUN: Michael Hurley
Nancy Soderberg (via SVTS)

Summary of Conclusions

It was agreed that:

The ExComm will prepare a report on progress in the
establishment of the OSCE's Kosovo Verification Mission (KVM)
and actions that the USG should take to expedite its
deployment. (Action: State, NSC) (€)

The ExComm will prepare a paper for NSC Principals on USG
strategy for preventing a resumption of hostilities in Kosovo
while creating conditions for longer-term stability. The
strategy should address: the role of KVM; our leverage with

Classified by: Glyn T. Davies DECLASSIFIEDReason for: 1.5 (a), (b), (d)
Declassify on: December 22, 2008 PER E.O. 13526

2504+ 04 (3.64)
Rps 5/eq/ eno



SECRET - 2

Belgrade and the UCK; efforts toward a political settlement;
and means to create "facts on the ground" through the
development of local police, the implementation of community
development projects and the conduct of local elections.
(Action: State, NSC)

e DOD will proceed with the delivery of additional Highly-Mobile
Multi-Purpose Wheeled Vehicles (HMMWVs) to the U.S. componentof the Kosovo Diplomatic Observer Mission (KDOM) with the
understanding that the vehicles will not be drawn down and
transferred to the OSCE without DOD's consent. (Action: DOD,State) (U)
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21117CONFIDENTIAL WITH
SECRET ATTACHMENT NATIONAL SECURITY COUNCIL

WASHINGTON, D.C. 20504

December 24, 1998

ACTION

MEMORANDUM FOR SAMUEL R. BERGER

FROM: GREG SCHULTE

SUBJECT: Summary of Conclusions for Principals Committee
Meeting on the "Federal Republic of Yugoslavia"
on December 22, 1998

The memorandum at Tab I summarizes the conclusions from the
Principals Committee meeting on the "Federal Republic of
Yugoslavia" that you chaired on December 22.

RECOMMENDATION

+

Concurrences by: Mary McCarthy, James Bake

That you approve the summary of conclusions at Tab A and
authorize that it be distributed to agencies.

Approve Disapprove

Attachments
Tab I Memorandum for Signature

Tab A Summary of Conclusions
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Bartlett, L. June
From: Schutte, Gregory L.

OMB and COS did not show up.

Sent: Monday, January 04, 1999 6:12 PM
To: Bartlett, L. June
Subject: RE: Package 21117 - PC Meeting, 22 DEC, FRY

You're right on Defense.

Reno snuck in a +1

---Original Message-From: Bar
tlett, L. June
Sent: Monday, January 04, 1999 6:02 PMTo: hulte, Gre ory L.
Ce: OSNIA -Bosnian Affairs @CROSS - Cross Hatches
Subject: ackage 21117 - PC Meeting, 22 DEC, FRY

Greg,
| found a few more differences in your list as compared to the list we have:

ended, we need to add himto the atiendee's list and OMB to the distribution list forthe memo/soc.

COS: We have John Podesta - DID JOHN ATTEND? _

June
Below is the list we have:

OMB: Kyle (which I left voice mail message) DID OMB B KYLE ATTEND? If Bob

DEFENSE: We have Slocombe and McConnell - NOT COHEN
JUSTICE: We have only Reno attending - NOT ALSO FRAN FRAGOS-TOWNSEND

<< File: PC1222FRY.doc >>
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GONFIDENTIAL WITH 21117NATIONAL SECURITY COUNCILSECRET ATTACHMENT aWASHINGTON, D.C. 20504

MEMORANDUM FOR

MR. LEON FUERTH MS. AMBER BASKETTEAssistant to the Vice Staff Assista to the
President for National Representative of the U.S.
Security Affairs to the United Nations

MS. KRISTIE A. KENNEY MS. VIC
Executive Secretary Acting xecutive Secretary
Department of State Centr4l Intelligence Agency

UPP

COL. JOSEPH REYNES, JR. COZ. M. MANNING, USMC
Executive Secretary cretary, Joint Staff
Department of Defense

MS. FRANCES F. TOWNSEND
Counsel for Intelligence
Policy

Department of Justice

SUBJECT: Summary of Conclusions for Principals Committee
Meeting n the "Federal Republic of Yugoslavia"
on Dec er 22, 1998

Attached at Tab A s the summary of conclusions for the
Principals Commi
Yugoslavia" on

ee meeting on the "Federal Republic of
ecember 22, 1998.

Glyn T. Davies
Executive Secretary

Attachment
Tab A Summary of Conclusions
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THE WHITE HOUSE
WASHINGTON

September 14, 1998

Dear

With this year's electicns in and Herzegovina about be

comp-e2te, we are now beginning to focus our attention on a post-
election strategy to further consolidate implementat2on of the
Dayton Accords and thereby create the conditions for a reduction
in military presence. A fundamental component our post-
election strategy will ke continued efforts to enhance publi:
security through the reform and restructuring of the local
police, judiciary and penal system.

Bob Selbard, the President's Special Representative for
Implementation of the Dayton Peace Accords, has spoken to Louis
Freeh about additional support for restructuring the lccal
police in Bosnia and increasing their ability to ccuxter
organized crime, corruption and drugs and arms trafficking. The
FBI has sent several teams to Bosnia to conduct assessments, but
has not yet moved beyond assessments to the provision of
training and other forms of support. The FBI can piay an
important role in strenathening law enforcement capabilities in
Bosnia, and I would asx that you work with Bob to determine what
additional support can fe provided.

Without progress in improving public security Bosnia and
establishing the rule law, it will be difficult 0 achieve
presress in other aspects of Cayton, including the return of
refugees to minority areas. Your support is tnerefcre importar -
to Dayton's success.

Sincerely,

s uel R. Berger
Assistant! to the President for
National Security Affairs

The Honorable Janet Reno
The Attorney General
Wasrington, D.C. 2053)

cc: Secretary Albright
DECLASSIFIED

House Guidelines,May16,2017White€COMFIDENTIAL E.O. 13526

Reason: 1.5(b), (d) By Dateon: September 4, 2008
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THE WHITE HOUSE
WASHINGTON

September 14, 1998

Dear b:

With this year's in Bosnia and about ke
complete, we are now ceginning cur on a post-
election strategy to further implementation the
Dayton Accords and thereby create the conditions for a reduction
in our military presence. A fundamental component of our post-
election strategy will be continued efforts to enhance public
security through the reform and restructuring of the local
police, judiciary and penal system.

mee

Bob Gelbard, the President's Special Representative for
Implementation of the Dayton Peace Accords, has spoken to Ray
Kelly about how Custems can contribute to this effort by helping
to create a functioning customs service in Bosnia with
enforcement capabilities. You have already seconded a senior
Customs agent to the State Department to advise him and General
Clark on this subject. I would ask that you now work with Bob
to make experienced customs personnel available to the European
Union's Customs and Fiscal Assistance Office in Bosnia and to
consider other forms of possible support.

Without progress in improving public security in Bosnia and
establishing the rule of law, it will be difficult to achieve
progress in other aspects of Dayton, including the return of
refugees to minority areas. Your support is therefore important
to Dayton's success.

Sincerely,

Samuel Rf Berger
Assistant to the President for
National Security Affairs

The Honorable Robert E. Rubin
Secretary of the Treasury
Washington, D.C. 20220

cc: Secretary Albright
CONFIDENTIAL
Reason: 1.5 (b), (d)
Declassify on: September 4, 2008
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DEPARTMENT OF THE TREASURY EYL.WASHINGTON. D.C.

SECRETARY OF THE TREASURY
November 4, 1998

Mr. Samuel R. Berger
Assistant to the President for
National Security Affairs
The White House
Washingtoa, D.C. 20500

Dear Sandy:

Thank you for your letter requesting U.S. Customs support for creating a functioning customsin Bosnia.

I concurwith your assessment of the importance ofestablishing an effective customsadministration in Bosnia, both to enhance public security and to provide a reliable ofrevenue to support other functions ofthe government. To this end, theU.S. Customs Serviceis currently participating in the Southeast European Cooperative Initiative (SECT), which isaimed at improving regional co-operation in the Ralkan area, inchuding Bosnia and
Herzegovina. One ofSECI's primary objectives is the enhancement ofborder control
operations ofmember states.

Because Customs' funding is not authorized to be used for foreign training and assistance, andCongress has in the past been reluctant to provide funding for such purposes, Customs'mvolvementm projects such funding from other federal agencies, donorthis depencis
organizations, or the recipient nations. For example, Customs' involvement in the SECT isfunded by the State the World Bank providing financial support forinfrastructure development.
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NATIONAL SECURITY COUNCIL 21055
WASHINGTON, D.C. 20504

December 1,

MEMORANDUM FOR

MR. LEON FUERTH
Assistant to the Vice
President for National
Security Affairs

MS. KRISTIE A. KENNEY
Executive Secretary
Department of State
MR. NEAL COMSTOCK
Executive Secretary
Department of the Treasury
COL. JOSEPH REYNES, JR.
Executive Secretary
Department of Defense

MS. FRANCES F. TOWNSEND
Counsel for Intelligence
Policy

Department of Justice
MS. AMBER BASKETTE
Staff Assistant to the
Representative of the U.S.
to the United Nations

1998

MR. ROBERT D. KYLE
Associate Director for
National Security and
International Affairs

Office of Management and
Budget

MR. JOHN PODESTA
Chief of Staff to the
President

MS. VICKI M. HUPP
Acting Executive SecretaryCentral Intelligence Agency
MS. RYAN CONROY
Executive Secretary
Agency for International

Development

COL. M. MANNING, USMC
Secretary, Joint Staff

SUBJECT: Principals Committee Meeting on Bosnia

There will be a Principals Committee meeting on Bosnia on
December 2, 1998 from 6:00 p.m. to 7:30 p.m. in the Situation
Room. The agenda is attached at Tab A.

Attachment
Tab A Agenda

Classified by: Glyn T. Davies
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Declassify On: 11/30/08
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Executive Secretary
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DATE: December 2, 1998
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AGENDA

I. Dayton Implementation State
II. SFOR Six-Month Review OSD
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SEGRE? NATIONAL SECURITY COUNCIL 21055
WASHINGTON, D.C. 20504

November 30, 1998

ACTION

MEMORANDUM FOR SAMUEL R. BERGER

FROM: GREG SCHULTE

SUBJECT: Principals Committee Meeting on Bosnia --
December 2, 1998

Attached is the draft agenda for the Principals Committee
meeting on Bosnia tentatively scheduled for December 2, 1998.

After covering these two items in the first part of the meeting,I propose that a restricted group of Principals address a State
discussion paper (that I will provide separately) on a sensitive
topic pertaining to the FRY.

RECOMMENDATION

That you approve the draft agenda at Tab A and authorize Glyn
Davies to sign memorandum to agencies at Tab I.

Approve

Attachment
Tab I Memorandum to Agencies

Tab A Draft Agenda

SECRET DECLASSIFIED
Reason: 1.5 (a), (b), (d) White House Guidelin€8,May 16, 2017

E.O. 13526

Declassify On: 11/30/08 NARA, ate

OYE 3
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NATIONAL SECURITY COUNCIL 8219
WASHINGTON. D.C. 20504

December 7, 1998

ACTION

MEMORA!DUM FOF SAMUEL R. BERGER

GREG SCHULTE

FROM: MICHAEL HURLEY

SUBJECT: Six-Month Report Congress Regarding IEEPA

THROUGE:

13088 Regarding Serbian Pclicies Toward Kosovo

Attached at Tap I is a memorandur to the President recommenczing
that k= sign znd transmit to the congress the required six-=onth
report regardng IEEPA/EO 13088 Sarbian r2licies toward

4 a
Concurrences ry: Mara Rudman, Jamie Bzxer, David Wippmar.

RECOMY=NDATIC?

That you sign the memorandum to the President at Tab I.

Tab I Memorzndum to the President
Tab A Report to Congress
Tab B Letter from Secretary Rubin

NATIONAL SECURITY COUNCIL 8219
WASHINGTON. D.C. 20504

December 7, 1998

ACTION

MEMORA!'\DUM FOF SAMUEL R. BERGER

THROUGE: GREG SCHULTE

FROM: MICHAEL HURLEY.'

SUBJEC?: Six-Month Report to Congress Regarding IEEPA
13088 Regarding Serbian Pclicies Toward Kosovo

Attached at Tap I is a memorandur to the President recommenczing
that k= sign znd transmit to the congress the required six-=onth
report regardng IEEPA/EO 13088 Sarbian r2licies toward

Concurrences ry: Mara Rudman, Jamie Bexer, David Wippmar

RECOMY=NDATIC?

That vou sign the memorandum to the President at Tab I

Tab I Memoréendum to the President
Tab A Report to Congres
Tab B Letter from Secretary Rubin



8219

THE WHITE HOUSE
WASHINGTON

ACTION

MEMCRANDUM FOR THE FPESIDENT

THRUGH;: THE CLERK

FRCM: SAMUEL BERGER
LARRY STEIN.

SUEJECT: Six-Minth Report to Congress Recarding IFZPA/EO
1308€ -- Serbian Policies Toward Kosovo

Purpose

To report to Congress concerning the Yugoslavié (Serbia and
Montenegro) emergenc, declared in 1992.

Background

Under the Internaticnal Emergency Economic Powers Act, you are
required every six-nonths to submit a report to the Concress
concerning the Federal Republic of Yugoslavia (FRY) emergency
declared in Executiv2 Order 13088.

Secretary Rubin has srepared the attached report and rezommends
thet you sign and transmit the report to the Ccngress.

RECOMMENDATION

Thet you sign and transmit the report at Tab A.

Atzachment
A Report to Ccrgress

cc: Vice President
Chiez of Staff
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TO THE CCNGRESS OF THE UNITED STATES:

On Tine 9, .998, by Executive Crder No. 13088 (63 Fed. Rej.

32109, Jone 12, 1998), I declared a national emergency to dea
with the unusual and extraordinary <hreat to the national

security and foreign policy of the United States constituted ty
the actizns and policies of the Governments of the Federal

Republic of Yugcslavia (Serbia and Montenegro), and the Repub ic
of Serbiz with respect to Kosovo. The Order blocks all properzy

and interests in property of the Gcvernmenzts of the Federal

Republic of Yugcslavia (Serbia and Montenegro), the Republic : f

Serbia and the Republic of Montenegro within the United States or

within the possession or control of U.S. persons, and prohibics

all new investment in the territory of the Republic of Serbia by

U.S. persons, the approval or cther facilitation by U.S.

persons other persons' new investment in the territory of the

Republic of Serria.

1. The declaration of the national emergency on June 9,

1998, wes made cursuant to the authority vested in me by the

Constitztion ana laws of the United States, including the

International Emergency Economic Pewers Act (50 U.S.C. 1701 ez

seq.), National Emergencies Act (50 U.S.C. 1601 et seq.), and
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On Tine 9, .998, by Executive Crder No. 13088 (63 Fed. Rej.
32109, Jone 12, 1998), I declared a national emergency to dea

with the unusual and extraordinary <hreat to the national
security and foreign policy of the United States constituted ty
the actizns and policies of the Governments of the Federal

Republic of Yugcslavia (Serbia and Montenegro), and the Repub ic
of Serbiz with respect to Kosovo. The Order blocks all properzy
and interests in property of the Gcvernmenzts of the Federal

Republic of Yugcslavia (Serbia and Montenegro), the Republic f
Serbia an d the Republic of Montenegro within the United States or

within the possession or control of U.S. persons, and prohibics
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The declaration of the national emergency on June 32,1.

1998, made cursuant to the authority vested in me by the
Constitztion ana laws of the United States, including the

International Emergency Economic Pcwers Act (50 US 1701

q )seq.) ne National Emergencies Act (50 U.S.C. 1601 et and
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section 301 of title 3 2f the United States Code. The emergency
declzration was reported to Congress on June 9, 1938, pursuant to
section 204(b) of the International Emergency Econcmic Powers Act
(50 7.S.C. 1703(b)).

The present report is submitted pursuant to £5) U.S.C.
1641c) and 1703(c) an¢ covers the period from June 9 thrceugh

Decenber 8, 1998. It ciscusses only Administraticn actions and

expenses directly related to the exercise of powers and

authcrities conferred ry the declaration of a national emergency

in Executive Order No. 13088.

2. The Office of Foreign Assets Control ("OFAC"), acting
under authority delegated by the Secretary of the Treasury,
imp2smented the sanctizns imposed under the foregcing statutes
and =xecutive Order Nc. 13088 and has issued the Federal Zepublic
of Yugoslavia (Serbia ind Montenegro) Kosovo Sanctions

Regziations, 31 C.F.R. Part 5&5 (the "Regulations") (63 Fed. Reg.

545°5, October 13, 19°: ). A copy of the Regulatizns is attached
to tnis report.

The Regulations block 3ll property and interests n property of
the Sovernments of the Federal Republic of Yugoslavia (Serbia and

Mor.tenegro), the Repuk_ic of Serbia, and the Repuslic of
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Montenegro =hat are in the United States, that hereafter come

within the Jnited States, or that are or hereafter come within
the possession or control of U.S. persons, including their
overseas "ranches. The Regulations a-so prohbit financial
transacticzs with, including trade financing for, the Governmenzs

of the Federal Republic of Yugoslavia (Serbia and Montenegro),

the Republic of Serbia, and the Repubiic of Montenegro by Unite?

States persons. However, the Regulations prcvide an exemption,

contained n section 2 of Executive Crder 13(88, which excludes

from blockng financial transactions, including trade financine,

by U.S. persons within the territory sf the Federal Republic of

Yugoslavie (Serbia and Montenegro) if (a) corducted exclusively
through the domestic banking system within the Federal Republic
of Yugoslevia (Serbia and Montenegro) in local currency (dinars ,

or (b) coriucted using bank notes or barter.

The Fegulations also prohibit aa new investment in the

territory : f the Republic of Serbia £ U.S. rersons, and the

approval other facilitation by U.S. persons of other persons'
new ir the territory of the Republic of Serbia. The

term "new investment," means (a) the acquisition of debt or

equity interests in, (b) a commitment or contribution of funds : r

other ass=zs to, or (c) a loan or other extexsion of credit to, a

public or srivate undertaking, entity, or prcject, other than

donations 2f funcs to charitable orgénizatic Ss for purely
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humanitarian purposes. Any transaction by a U.S. person that

evades or avoids, or that nas the purpose of evadine or avoiding,
or attempts to violate, ary of ths prohibitions set forth in

Executive Order 13088 is prohibited. Finally, the Fegulaticzs
provide a general license, authorzing all by U.S.

persons involving property or interests in property 2f the

Government of the Republic of Morzenegro, except as provided

pursuant to the Federal Republic of Yugoslavia (Serria and

Montenegro) and Bosnian Serb-Controlled Areas of the Republic of

Bosnia and Herzegovina Sanctions Regulations, 31 CFF part 5&5.

3. Since the issuance of Executive Order 130: 3 on Jure 9,

1998, OFAC has issued 73 specific licenses, the majirity of which

(55) authorized financial transactions with respect to personal

remittances by individuals to the territory of the Federal

Republic of Yugoslavia (Serbia and Montenegro) and finding c=

humanitarian operations ky Non-Gvernmental Organizztions
within the Federal Republic of Yzgoslavia (Serbia «-4

Montenegro). Other licenses authorized certain dipomatic
transactions, transactiors related to air safety issies and

paymen= of overflight fees, the closure of Federal =epublic cf

Yugoslavia (Serbia and Mcntenegr) entities former + operating
within the United States and the liquidation and méntenance of

blocked tangible property, and intellectual property protection
for U.S. firms operating in the Federal Republic of
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Yugoslavia (Serbia and Montenegro). OFZC also instituted a

mechanism for NGOs tc continue to support humanitarian operations
in Yugoslavia and adrinisters a registrézion prcgram for NGOs to

route money and supp-ies there as approrriate.

Since June 9, 1598, U.S. banks and Danks ir the United

States have reported to OFAC that they rave blocked 877

transactions totaling $20,361,767.00 pursuant ts the sanctions.
Most of the Elockings were of funds originating from,

or destined sr, Sersian banks.

4. The #xpenses incurred by the Federal Gcvernment in the

six-month period fron June 9 through December 8, 1998, that are

directly attributable to the declaraticn of a national emergency

with respect to the Federal Republic of Yugoslavia (Serbia and

Montenegro) the 2epublic of Serbia n connection with the

situation in Xosovo 3re estimated at aprroximately $715,000, most

of which represents wage and salary costs for Federal personnel.
Personnel cos the Derartment of the

Treasury (particularly in OFAC and its Thief Ccunsel's Office),

d

were largely centered

the Departmen of State, and the Security Council.

5. The situation reviewed above to present an

extraordinary and unisual threat to the nationé security and

ntinues

foreign policy of the United States. declaration of the
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-ational emergency with respect to the Federal Republic of

tugoslavia (Serbia and Mont2negro) and the Republic of Serbia

zontained in Executive Order No. 1388 was made in reaction tc
the unacceptable actions ari policies of the Belgrade authorities
=n Kosovo, and continues tc apply. The current situation in
2OSOVO is> fragile and, as vat, unresolved. It is of particular
importarce that developments in Kosovo. should not disrupt

progress in implementing tre Dayton peace agreement. This threat
the peace of the region constitttes an unusual and

axtraorcinary threat to the national security of the United

states.

With this in mind and in suppert of UNSCR 1099 and UNSCR

1203, I shall continue to exercise the powers at my disposal with

respect to the measures agzinst the Government of the Federal

Republiz of Yugoslavia (Serbia and Montenegro), the Republic cf

Serbia, and the Republic Montenegro, as long as these measures

are appropriate, and will continue to report periodically to the

Tongress on significant developments pursuant to 50 U.S.C.
1703 (c).

THE WHITE HOUSE,
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DEPARTMENT OF THE TREASURY
WASHINGTON, D.C.

SECRETARY OF THE TREASURY December 4, 1998

The President
The White House
Washington, D.C. 20500

Dear Mr. President:
Under the International Emergency Economic Powers Act, you are
required every six months to submit a report to the Congressconcerning the national emergency declared in Executive Order
No. 13088 on June 9, 1998, in response to the actions andpolicies of the Federal Republic of Yugoslavia (Serbia and
Montenegro) and the Republic of Serbia with respect to Kosovo.
In addition, under the National Emergencies Act, you are
required, during each six-month interval cf a declared national
emergency, to report to the Congress the total expendituresincurred by the United States Government. These expendituresmust be directly attributable to the exercise of the powers andauthorities conferred by the declared emergency.
Enclosed is a proposed report covering events under the Kosovo
emergency declaration for the six-month period beginning June 9,1998. The proposed report indicates that it is a combined reportsubmitted pursuant. to each of the foregoing statutes. Thecurrent report is due to the Congress on December 8, 1998. Thisis the first seniannual report required urder the Kosovo
emergency.
I recommend that you sign and transmit the proposed report to the
Congress. The report has been reviewed ard approved by the
Department of State.

Sincerely,

POEM Louden
Robert E. Rubin

Enclosure

DEPARTMENT OF THE TREASURY
WASHINGTON, D.C

SECRETARY OF THE TREASURY Dcembr 4, 1998

The President
The White House
Washington D.C. 20500

Dear Mr. President:
Under the International Emergency Economic Powers Act, you are
required every six months to submit report to the Congressconcerning the national emergency declared in Executive Order
No. 13088 on June 9, 1998, in response to the actions andpolicies of the Federal Republic of Yugoslavia (Serbia and
Montenegro) and the Republic of Serbia with respect to Kosovo.
In addition, under the National Emergencies Act, you are
required during each six-month interval cf declared national
emergency, to report to the Congress the total expendituresincurred by the United States Government. These expendituresmust be directly attributable to the exercise of the powers andauthorities conferred by the declared emergency.
Enclosed is a proposed report covering events under the Kosovo
emergency declaration for the six-month period beginning June 9,1998. The proposed report indicates that it is combined reportbmitted pursuant to each of the statutes. Thecurrent report is due to the Congress on December 8, 1998. Thisis the first seniannua! report required urder the Kosovo
emergency
I recommend that you sgn and transmit the proposed report to the
Congress. The report has been reviewed ard approved by the
Department of State

Sincerely,

Robert E. Rubin
Enclosure



TO THE CONSRESS OF THE UNITED STATES:
On June 9, 1998, by Executive Order No. 13088, I declared a

national energency to deal with the unusual and extraordinary
threat to national security and foreign policy of the United
States constituted by the actions and policies of the Governments
of the Federal Republic of Yugoslavia (Serbia and Montenegro),
and the Republic of Serbia with respect to Kosovo. The Order
blocks all property and interests in property of the Governments
of the Federal Republic of Yugoslavia (Serbia and Montenegro),
the Republic of Serbia, and the Republic of Montenegro within the
United States or within the possession or control of U.S.
persons, and prohibits all new investment in the territory of the
Republic cf Serbia by U.S. persons, and the approval or other
facilitation by U.S. persons of other persons' new investment in

the territory of the Republic of Serbia.
1. Tne declaration of the natisnal emergency on Jzne 9,

1998, was nade pursuant to the authority vested in the ze by the
Censtitution and laws of the United States, including the
Internaticnal Emergency Ecoromic Powers Act (50 U.S.C. 1701 et
seg.), the National Emergencies Act '50 U.S.C. 1601 et seq.), and
section 3C1 of title 3 of the United States Code. The emergency
declaraticn was reported to Congress on June 9, 1998, pursuant to
section 2C4(b) of the Interrational Zmergency Economic Powers Act
(50 U.S.C. 1703(b)).
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The present report is submitted pursuant to 50 U.S.C.
1641(c) and 1703(c) and covers the period from June 9 through
December 8, 1998. It discusses only Administration actions and

expenses directly related to the exercise cf powers and

authorities conferred by the declaration of a national emergency
in Executive Order No. 13088.

2. The Office of Foreign Assets Control ("OFAC"), acting
under authority delegated by the Secretary of the Treasury,
implemented the sanctions imposed under the foregoing statutes
and has issued the Federal Republic of Yugcslavia (Serbia and

Montenegro) Kosovo Sanctions Regulations, 31 C.F.R. Part 586 (the
"Regulations") (€3 Fed. Feg. 54575, October 13, 1998). A copy of
the Regulations is attached to this report.

The Regulations block all property and interests in property
of the Governments of the Federal Republic of Yugoslavia (Serbia
and Montenegro), the Republic. of Serbia, and the Republic of
Montenegro that are in the United States, that hereafter come

within the United States, or that are or hereafter come within
the possession or control of United States persons, including
their overseas branches. The Regulations also prohibit financial
transactions with, inclucing trade financirg for, the Governments
of the Federal Republic cf Yugoslavia (Serkia and Mcntenegro),
the Republic of Serbia, and the Republic of Montenecro by United
States persons. However, the Regulations frovide an exemption,
contained in section 2 of Executive Order 13088, which excludes
from blocking firancial transactions, including trade financing,
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by United States persons within the territory of the Federal

Repuklic of fugoslavia (Serbia and Montenegro) if (a) conducted

exclusively through the domestic banking system within the
Federal Repudlic of Yugoslavia (Serbia and Montenegro) in local
currency (dinars), or (b) conducted using bank notes or barter.

The Regulations also prohibit all new investment in the

territory of the Republic of Serbia by U.S. persons, and the

approval or other facilitation by U.S. persons of other persons!
new investment in the territory of the Republic of Serbia. The

term "new investment," means (a) the acquisition of debt or

equity interests in, (9) a comnitment or contribution of funds or
other assets to, or (c) a loan or other extension of credit to, a

public or private undertaking, entity, or project, other than

donations of funds to. charitable organizations for purely
humanitarian purposes. Any transaction by a U.S. person that
evades or avoids, or that has the purpose of evading or avoiding,
or attempts to violate, any of the prohibitions set forth in
Executive Order 13088 is prohizited. Finally, the Regulations
provide a general license, authorizing all transactions kv U.S.
persons invclving property or interests in property of the

Government cf the Republic of Montenegro, except as proviied
pursuant to the Federal Republic of Yugoslavia (Serbia ani

Montenegro) and Bosnian Serb-Ccntrolled Areas of the Repuslic of
Bosnia and Eerzegovina Sanctions Regulations, 31 CFR part 585.

On November 1998, OFAC amended Appendices A, B, and C to
31 C.F.R. Chapter V, containing the names of blocked persons and
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vessels in alphabetical order and by location that are subject to
the various economic sanctions programs administered by OFAC, to
add those entries required by the economic sanctions imposed on

the Federal Republic of Yugoslavia (Serbia and Montenegro), the
Republic of Serbia, and the Republic of Montenegro by Executive
Order 13088. The anendments to Appendices A, B, and C also
contained changes. required by other economic sanctions programs
administered by OFAC (63 Fed. Reg. xxxxx, November , 1998). A

copy of the amendment is attached to this report.
3. Since the issuance of Executive Order 13088 on June 39,

1998, OFAC has issted 73 specific licenses, the majority of which
(55) authorized firancial transactions with respect to personal
remittances by individuals to the territory of the Federal
Republic of Yugoslavia (Serbia and Montenegro) and funding of
humanitarian operations by Non-Governmental Organizations (NGOs) ©

within the Federal Republic of Yugolavia (Sertia and Montenegro).
Other licenses authsrized certain diplomatic transactions,
transactions related to air safety issues and payment of
overflight fees, the closure of Federal Republic of Yugolavia
(Serbia and Montenegro) entities formerly operating within the
United States and the liquidation and maintenance of blocked
tangible property, and intellectual property frotection for U.S.
firms operating in the Federal Republic of Yucoslavia (Serbia and

Montenegro). OFAC also instituted a mechanisn for NGOs to
continue to support humanitarian operations in Yugoslavia and
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administers a registration progran for NGOs to route money and

supplies there as appropriate.
Since June 9, 1998, U.S. banks and banks in the United

States have rerorted to OFAC that they have blocked 877

transactions tctaling $20,361,767.00 pursuant to the sanctions.
Most cz the bleckings were of funds transfers originating fron,
or destined for, Serbian banks.

4. The expenses incurred by the Federal Government in the
six-menth period from June 9 through December 8, 1998, that are
directiy attributable to the declaration of a national emergency
with respect to the Federal Republic of Yugoslavia (Serbia and

Monteregro) ani the Republic of Serbia in connection with the
situation in Kosovo are estimated at approximately $715,000, most
of which represents wage and salary costs for Federal personnel.
Persornel costs were largely centered in the Department of the
Treastry (particularly in OFAC and its Chief Counsel's Office),
the De>artment of State, and the National Security Council.

=. The stuation reviewed above continues to present an

extracrdinary and unusual threat to the national security and

foreicn policy of the United States. The declaration of the
natioral emercency with respect to the Federal Republic of
Yugos_avia (Serbia and Montenegrc) and the Republic of Serkia
contained in Executive Order No. 13088 was made in reaction to
the uracceptatle actions and policies of the Belgrade authcrities
in Kosovo, and continues to apply. The current situation in
Kosove is fragile and, as yet, unresolved. It is of particular
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-6

importance that developments in Kosovo should not disrupt
progress in implementing the Dayton peace agreement. This threat
to the peace of the region censtitutes an unusual and

extraordinary threat to the national security of the United
States.

With this in mind and in support of UNSCR 1099 and UNSCR

1203, I shall continue to exercise the powers at my disposal with
respect to the measures against the Government cf the Federal
Republic of Yugoslavia (Serbia and Montenegro), the Republic of
Serbia, and the Republic of Montenegro, as long as these measures
are appropriate, and will continue to report periodically to the
Ccngress on significant developments pursuant tc 50 U.S.C.
1703(c).

William J. Clinten
Txe White House

ecember 1998
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SAPFDC Date State Cty Airport FDC No.

09/25/98 ... MS Coumbus-West Pont-Starkville Golden Triange Regional FOC 8/6827 VOR/DWE OR GPS-
E, AO 5...

09/28/98 ... Ri Providence Theodore Francis Green State FOC 8/6858 ILS RWY 5, AMDT
16, ILE RWY §
(CAT 13, AMDT
16...

09/28/98 Ri Providence Theodore Francis Green State FOC 8/6862 VOR RWY 5, AMDT
13...

09/28/98 Ri Providence Theodore Francis Green State FOC 8/6864 NDB RWY 5, AMDT
15...

09/28/98 Rl Providence Theodore Francis Green State FDC 8/6866 VOR/DNE or GPS
RWY 23, AMDT
6A...

09/29/98 MI Ama Gratiot Community FDC 8/6906 SOF RW" 9, AMDT
7

09/29/98 MS Gultport-Bilox: Regional FDC 8/6883 NDB 14, AMDTGafport
11...

09/29/98 MS Gufport Gulfport-Bilox Regional FDC 8/6885 VOR RWY 14, AMDT
21...

09/29/98 MS Gutport Gultport-Bilox' Regional FOC 8/6886 vo OR
TACAM OR GPS
RWY 22, AMDT 2...

09/29/98 MS Giport Gulfport-Bilox' Regional FDC 8/6887 VOR/DWE OR
TACAS OR GPS
RWY 4. AMDT 2...

FOC 8/688809/29/98 MS Gutport Gulfport-Bilox: Regional ILS RWN 32, AMDT
3

09/29/98 MS Gtfport Gulfport-Bilox Regional FDC 8/6889 ILS RW 14, AMDT
13...

09/29/98 MS Gutport Gulfport-Bilox. Regional! FDC 8/6892 VOR RWY 32, AMDT
20

09/29/98 sc Lors Twin City FOC 8/6899 VOR/DME-A, AMDT
2

{FR Doc. 98-27362 Filec 10-9-98; 8:45 am]
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SUMMARY: The Office -f Foreign Assets
Control of the U.S. Desartment of the
Treasury is issuing the Federal Republic
of Yugoslavia (Serbia and Montenegro)
Kosovo Sanctions Rezzlations to
implement Executive Irder 13088 of
June 9, 1998, "Block-g Property of the
Governments of the Federal Republic of
Yugoslavia (Serbia and Montenegro . the
Republic of Serbia, and the Republic of
Montenegro, and Pro=biting New
Investment in the Rerublic of Serbia in
Response to the Situzzon in Kosovo."
EFFECTIVE DATE: Octozer 13, 1998.

FOR FURTHER INFORMATION CONTACT:
Steven I. Pinter, Chief of Licensing, tel.:
202/622-2480. or William B. Hoffman,
Chief Counsel. tel.: 202/622-2410.
Office of Foreign Assets Control,
Department of the Treasury.
Washington, DC 20220.
SUPPLEMENTARY INFORMATION:

Electronic Availability
This document is available as an

electronic file on The Feceral Bulletin
Board the day of publicaton in the
Federal Register. By modem, dial 202/
512-1387 and type ''/GO FAC." or call
202/512-1530 for disk or paper copies.
This file is available for downloading
without charge in ASCII and Adobe
Acrobat® readable (*.PDF formats. For
Internet access, the address for use with
the World Wide Web (Home Page).
Telnet, or FTP protocol is
fedbbs.access.gpo.gov. The document is
also accessible for downloading in
ASCII format without chacge from
Treasurys Electronic Library ('"TEL") in
the "Research Mall" of the FedWorld
bulletin board. By moder. dial 703/
321-3339, and select self-expanding file
"T11FROO.EXE" in TEL. For Internet
access, use one of the following
protocols: Telnet = fedworld.gov

(192.239.93.3); World Wide Web (Home
Page) = http://www.fedworlcgov: FTP
= ftp.fedworld.gov (192.239.£2.205).
Additional information concerning the
programs of the Office of Foreign Assets
Control is available for dowroading
from the Office's Internet Hane Page:
http://www.treas.gov/ofac. oz in fax
form through the Offices 24-nour fax-
on-demand service: call 202 522-0077
using a fax machine, fax mocem, or
(within the United States) a cuch-tone
telephone.

Background
On June 9, 1998, the Presizent issued

Executive Order 13088 (the Order''),
effective at 12:01 a.m. EDT oc June 10,
1998, declaring a national erergency to
deal with the threat posed tc -he
national security and foreigz. policy of
the United States by the and
policies of the Governments :f the
Federal Republic of Yugoslavia (Serbia
and Montenegro) and the Recublic of
Serbia with respect to Kosov-. invoking
the authority, inter alia, of the
International Emergency Ecmomic
Powers Act (50 U.S.C. 1701-: 706). The
Order authorizes the Secretary of the
Treasury, in consultation wr the
Secretary of State, to take such actions,
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ncluding the pramulgation of rules and
cegulations, as may be necessary to carry
sut the purposes of the Order. In
-mplementation of the Order. the
Treasury Deparment is issuing the
Federal Republi of Yugoslavia (Serbia
and Montenegrc: Kosovo Sanctions
Regulations, 31 CFR part 586 (the
Regulations').
Section 586.21 of the Regulations

-mplements secions 1 and 2 of the
Order. blocking all property and
nterests in property of the Governments
of the Federal Republic of Yugoslavia
Serbia and Mo-tenegro), the Republic
of Serbia, and the Republic of
Montenegro tha are in the United
States, that hereafter come within the
United States, or that are or hereafter
zome within the possession or control of
~nited States persons. including their
2verseas branctes. In keeping with the
Order, this secon also specifies that the
>locking of property and property
interests includes the prohibition of
financial transactions with. includingade financing or. the Governments of
the Federal Republic of Yugoslavia
Serbia and Ma-tenegro), the Republic
of Serbia. and t-e Republic of
Montenegro by United States persons.
Section 586.20: also encompasses the
2xemption conzined in section 2 of the
Order, which excludes from blocking
financial transactions, including trade
financing, by United States persons
within the terriory of the Federal
Republic of Yugosiavia (Serbia and
Montenegro) if a) conducted
exclusively threugh the domestic
aanking systerr within the Federal
Republic of Yugoslavia (Serbia and
\fontenegro) ir. ocal currency (dinars),
2r (b) conducte= using bank notes or
darter. This exemption is further
described in § 536.408 and expanded by
the general license contained in
586.513.
Section 7 of me Order provides that

special considzzation shall be given to
the circumstanzes of the Government of
the Republic Montenegro and persons
ocated in and :rganized under the laws
af that Republ:: in the implementation
of the Order. June 18, 1998. OFAC
.ssued Genera: icense No. 1,
authorizing al: ransactions by U.S.
persons invol\ng property or interests
in property of me Government of the
Republic of Mcntenegro, except as
provided to the Federal
Republic of Yuzoslavia (Serbia and
Montenegro) ad Bosnian Serb-
Controlled Aress of the Republic of
Bosnia and He-zegovina Sanctions
Regulations, 3: CFR part 585. This
general license is implemented in
§ 586.516 of thz Regulations.

Section 586.204 af the Regulations
implements section 3 of the Order and
prohibits all new r-vestment in the
territory of the Republic of Serbia by
U.S. persons, and nme approval or other
facititation by U.S persons of other
persons new investment in the territory
of the Republic of Serbia. The term
"new investment.' defined in section
5(c; of the Order acd § 586.312 of the
Regulations, mears (i) the acquisition of
deix or equity inteests in, (ii) a
commitment or coctribution of funds or
other assets to, or iii) a loan or other
extension of credr to, a public or
private undertakicg, entity, or project,
other than donaticns of funds for purely
humanitarian to charitable

tion 586.205 of the Regulations
implements section 4 of the Order and
prohibits any trarsaction by a U.S.
person that evades or avoids, or that has
the purpose of evading or avoiding, or
attempts to violate. any of the
prohibitions set forth in the Order.
Transactions oterwise prohibited

under this part bir found to be
corsistent with LS. policy may be

by a gmeral license
coztained in subzart E or by a specific
license issued pursuant to the
procedures in subpart D of
pax 501 of 31 CFs chapter V. Penalties
for violations of Regulations are
described in subpart G of the
Regulations.
Since the Reguiztions involve a

foreign affairs furction, the provisions
of Executive Orde 12866 and the
Acministrative Procedure Act (5 U.S.C.
553) (the "APA"; -equiring notice of
preposed rulemaizng. opportunity for
puslic participatucn, and delay in
effective date are napplicable. Because
ne notice of prop:sed rulemaking is
recuired for this cle the Regulatory
Flexibility Act (5 .S.C. 601-612) does
no apply.
Paperwork Reduction Act
As authorized the APA. the

Regulations are being issued without
pror notice and zublic comment
procedure. Collexons of information
re.ated to the Reg-lations are contained
in 31 CFR part 5: (the "Reporting and
Procedures Regu.ztions). Pursuant to
the Paperwork Reduction Act of 1995
(44 U.S.C. 3507). rose collections of
information have 3een approved by
OMB under number 1505-0164.
Ar adjustment tc the approved burden
hours to reflect tte additional burden
imposed in adm:xistering the
Regulations has Seen filed with OMB.
An agency may ret conduct or sponsor,
and a person is mt required to respond
to. a collection of information unless the

collection of information displays a
valid coctrol number.

List of Sabjects in 31 CFR Part 586
Admizistrative practice and

procedure, Banks, banking. Blocking of
assets, Federal Republic of Yugoslavia
(Serbia & Montenegro), Investments,
Kosovo. Montenegro, Penalties, New
investment. Reporting and
recordkeeping requirements, Serbia.
For the reasons set forth in the

preambx. 31 CFR part 586 is added to
read as jollows:

PART 586-FEDERAL REPUBLIC OF
YUGOSLAVIA (SERBIA &
MONTENEGRO) KOSOVO SANCTIONS
REGULATIONS

*

Subpart A-Relation of This Part to Other

izations

Laws and Regulations
Sec.
586.101 Relation of this part to other laws

and

Subpart B-Prohibitions
586.201 >rohibited transactions involving

blocaed property.
586.202 =ffect of transfers violating the

of this part.
586.203 Holding of funds in interest-bearing

acco.nts; investment and reinvestment.
586.204 >rohibited new investment within

Serta.
586.205 Evasions; attempts: conspiracies.
586.206 Exempt transactions.

-Subpart C-General Definitions
586.301 3locked account: blocked property.
586.302 Effective date.
586.303 Entity.
586.304 Federal Republic of Yugoslavia

& Montenegro): FRY (S&M).
586.305 General license.
586.306 covernment of the Federal Republic

of y -goslavia (Serbia and Montenegro).
586.307 Sovernment of the Republic of

Morrenegro.
586.308 Sovernment of the Republic of

Seria.
586.309 -nformation and informational

marials.
586.310 interest.
586.311 icense.
586.312 New investment.
586.313 2erson.
586.314 Property: property interest.
586.315 Specific license.
586.31€ Transfer.
586.317 U.S. financial institution.
586.318 United States.
586.319 United States person: U.S. person.
Subpart D-interpretations
586.401 Reference to amended sections.
586.402 =ffect of amendment.
586.403 Termination and acquisition of an

interest in blocked property.
586.404 Setoffs prohibited.
586.405 Transactions incidental to a licensed

586.406 Provision of services.
586.407 Dffshore transactions.

trarsaction.
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586.408 Exempt financial transactions within
the territory of the FRY (S&M):
prohibition on establishment of new
offices in Serbia.

586.409 Approval or other facilitation of
other persons investmerz in the territcry
of the Republic of Serbia

586.410 Transfer of funds to te benefit of
certain persons in the teczitory of theFRY (S&M).

Subpart E-Licenses, Authorizations and
Statements of Licensing Po&cy
586.501 General and specific icensing

procedures.
586.502 Effect of license or athorization.
586.503 Exclusion from licenses and

authorizations.
586.504 Payments and to blocked

accounts in U.S. financiz: institutions
586.505 Payment of obligations to U.S.

persons authorized.
586.506 Investment and reinvestment of

certain funds.
586.507 Completion of certam transactions

related to bankers acceprances
authorized.

586.508 Entries in certain accounts for
normal service charges athorized.

586.509 Provision of certair. egal services
authorized.

586.510 Transactions relatec :o
telecommunications auorized.

586.511 Transactions relatec :o mail
authorized.

586.512 Transactions relatec co patents,
trademarks and copyrig-ts authorized

586.513 Certain transactions with respect 3
trade with blocked perscns authorizec

586.514 Divestiture ofU.S.person'sequity
investment in the territory of the
Republic of Serbia.

586.515 Payments for services rendered by
the Government of the FRY (S&M) to
aircraft authorized: airc2ft and maritime
safety.

986.516 Transactions with respect to
property in which the G:vernment of
Montenegro has an intecest authorizec.

Subpart F-Reports
586.601 Records and repor-s

Subpart G-Penaities
586.701 Penalties.
586.702 Prepenalty notice.
586.703 Response to preper.z:ty notice:

informal settlement.
586.704 Penalty imposition cr withdrawa:
586.705 Administrative coUection: referra. 0

United States Department of Justice.
Subpart H- Procedures
586.801 Procedures.
586.802 Delegation by the Secretary of the

Treasury.
Subpart | -Paperwork Reduction Act
586.901 Paperwork Act notice
Authority: 3 U.S.C. 301: 3: U.S.C. 321

50 U.S.C. 1601-1641, 1701-1706; E.O. 13288,
63 FR 32109 Gune 12. 1998

Subpart A-Relation of This Part to
Other Laws and Regulations
§586.101 Relation of this part to other
laws and regulations.

(a) This part is separate from. and
independent of, the other parzs of this
chapter with the exception of part 501
of this chapter, the recordkeeping and
reporting requirements and beense
application and other procedures of
which apply to this part. Actions
pursuant to part 501 of this chapter with
respect to the prohibitions of this part
are considered actions pursuant to this
part. Differing foreign policy and
national security contexts mav result in
differing interpretations of similar
language among the parts of this
chapter. No license or authorization
contained in or issued pursuant to those
other parts authorizes any transaction
prohibited by this part. No license or
authorization contained in or issued
pursuant to any other provision of law
or regulation authorizes any transaction
prohibited by this part.

(b) No license or authorization
contained in or issued pursuant to this
part relieves the involved pacties from
complying with any other applicable
laws or regulations.

Subpart B-Prohibitions
§ 586.201 Prohibited transactions
involving blocked property.

(a) Except as authorized b
regulations, orders, directives. rulings,
instructions, licenses, or otherwise, no
property or interests in property of the
Governments of the FRY (S&M), the
Republic of Serbia. and the Republic of

. Montenegro, that are in the United
States, that hereafter come within the
United States, or that are or hereafter
come within the possession or control of
U.S. persons, including their overseas
branches, may be transferrec. paid,
exported, withdrawn or otherwise dealt
in.

(b} The blocking of proper-y and
property interests in paragraph (a) of
this section includes the prchibition of
financial transactions with. including
trade financing for. the Governments of
the FRY (S&M), the Republic of Serbia.
and the Republic of Montenegro by
United States persons.

(c) Nothing in this sectior shall
prohibit financial transactions,
including trade financing. b United
States persons within the tezritory of theFRY (S&M) if conducted exclusively
through the domestic banking system
within the FRY (S&M) in local currency
(dinars), or conducted using bank notes
or barter.

Note to paragraph (c) of § 586.201 See
§§ 586.408 and 586.513.

(d) Unless otherwise authorized by
this part or by a specific license
expressly referring to this section, the
transfer (including the transfer on the
books of any issuer or agent thereof),
disposition, transportation, importation.
exportation, or withdrawal of, oc the
endorsement or guaranty of signatures
on, or otherwise dealing in any security
(or evidence thereof) registered or
inscribed in the name of the
Governments of the FRY (S&Mj. the
Republic of Serbia, and the Republic of
Montenegro, and held within the
possession or control of a U.S. person is
prohibited, irrespective of the fact that
at any time (either prior to, on. or
subsequent to the effective date) the
registered or inscribed owner thereof
may have, or appears to have. assigned,
transferred, or otherwise disposed of

blocking of funds at a financial
institution pursuant to this section and
a party to the transaction believes the
funds have been blocked due to
mistaken identity, that party may seek
to have such funds unblocked pursuant
to the administrative procedures set
forth in §501.806 of this chapter.
Note to § 586.201: On June 18. 1998, the

Office of Foreign Assets Control issued
General License No. 1, now contained in
§ 586.516, authorizing all transactions by
U.S. persons involving property ormterests
in property of the Government of the
Republic of Montenegro, except wih respect
to property that continues to be blocked
pursuant to the Federal Republic of

h security
When a transaction results in the

Yugoslavia (Serbia and Montenegro} and
Bosnian Serb-Controlled Areas of the
Republic of Bosnia and Herzegovira
Sanctions Regulations, 31 CFR par: 585 (see
§ 585.525). In addition, as set forth in
§ 586.502 (d), any transaction authorized
with respect to the Government of the FRY
(S&M) pursuant to this part is also authorized
with respect to the Governments of the
Republic of Serbia and the Repub! of
Montenegro, unless otherwise specified.

§586.202 Effect of transfers violating the
provisions of this part.

(a) Any transfer after the effective date
which is in violation of any provision of
this part or of any regulation, ocder,
directive, ruling. instruction. license, or
other authorization issued pursuant to
this part and involves any property or
interest in property blocked pursuant to
§ 586.201 is null and void and shall not
be the basis for the assertion or
recognition of any interest in or right,
remedy, power or privilege with respect
to such property or pproperty interests.

(b) No transfer betore the effective
date shall be the basis for the assertion
or recognition of any right, remedy,

an
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power, or privilege with respect to, or
interest in. any property or interest in
pro;erty blocked pursuant to § 586.201,
unless the person with whom such
property is held cr maintained, prior to
suc*. date, had written notice of the
trarsfer or by any written evidence had
recognized such ransfer.

(c Unless otherwise provided, an
app-opriate licerse or other
aut"orization issued by or pursuant to
the direction or athorization of the
Director of the OFice of Foreign Assets
Corzrol before. dzring, or after a transfer
sha= validate suc transfer or render it
enfzrceable to the same extent that it
woud be valid or enforceable but for
the arovisions of che International
Emergency Econcmic Powers Act, this
par. and any reg-agation, order,
directive, ruling. :nstruction, or license
issued pursuant this part.

{é. Transfers of property which
otherwise would Se null and void or
unexforceable by virtue of the
prc-isions of this section shall not be
deemed to be nul and void or
unenforceable as any person with
whzm such property was held or
mantained (and 3s to such person only)
in cases in which such person is able to
estzolish to the sztisfaction of the
Director of the of Foreign Assets
Co-rol each of the following:i: Such transfer did not represent awi ul violation cf the provisions of this
par: by the perso. with whom such
procerty was hel¢ or maintained,

The person with whom such
prozerty was hel¢ or maintained did not
have reasonable cause to know or
suszect, in view cf all the facts and

known or available to
suc. person. that such transfer required
a l: zense or authcrization by or pursuant
to part and was not so licensed or
aut-orized, or if 2 license or

dic purport to cover the
that suc: license or

auorization hac been obtained by
m.sepresentatio- of a third party or the
wiz-nolding of material facts or was
otherwise fraudu ently obtained; and

The person with whom such
precerty was hel or maintained filed

the Office Foreign Assets
Co--rol a report s¢tting forth in full the
cir>mstances resting to such transfer
prce-aptly upon C.scovery that:

uch transfe was in violation of
the provisions of his part or anyreglation. ruling instruction. license.
or cher direction or authorization

=: Such transfer was not licensed or
by the Director of the Office

of areign Assets Control; or
Ifa license did purport to cover

the <ransfer. such license had been

obtained by misrepresentation of a third
party or the withholding ofmaterial
facts a: was otherwise fraudulently
obtained.
Note » paragraph (d) ef § 586.202: The

filing of a report in accordance with the
provisics of paragraph «)(3) of this section
shall nat be deemed evicence that the terms
of paragraphs (d)(1) and 2) of this section
have besn satisfied.

(e) Lnless licensed or authorized
pursuant to this part. zny attachment.
judgment, decree. lier. execution.
garnishment. or other judicial process is
null ard void with respect to any
propery or interest in property blocked
pursuant to § 586.201

§ 586.213 Holding of funds in interest-
bearing accounts; investment and
reinvestment.
(a) Except as provided in paragraph

(c) or @) of this section, or as otherwise
directed by the Office of Foreign Assets
Contra. any U.S. person holding funds,
such a currency, bank deposits. or
liquidaed financial obligations, subject
to § 585.201 shall hole or place such
funds n a blocked intzrest-bearing
accouct located in the United States.
(b}(! For purposes of this section. the

term hocked interest-bearing account
means a blocked accoznt:
(i) Ix a federally-insured U.S. bank,

thrift mstitution, or credit union,
proviced the funds are earning interest
at rates which are commercially
reasorable; or
{ii) With a broker or dealer registeredwith tte Securities and Exchange

Comrussion under thz Securities
Exchacge Act of 1934. provided the
funds ire invested in z money market
fund a in U.S. Treasury bills.

(2) For purposes of nis section. a rate
is commercially reaso-able if it is the
rate currently offered :2 other depositors
on derosits or instrurcents of
compzable size and raturity.

(3) Fands held or p.aced in a blocked
accouct pursuant to paragraph (b)
may nct be invested instruments the

ofwhich exceeds 180 days. If
interes is credited to 3 separate blocked
accouct or sub-accouct. the name of the

party on each account must be
the same.

(c) E:ocked funds heid in instruments
the maturity of which 2xceeds 180 days
at the =me the funds become subject to
§ 586 <01 may continve to be held until
maturcy in the originz! instrument,
proviced any interest. earnings. or other
procesds derived therefrom are paid
into a salocked interes:-bearing account
in acezrdance with paagraph (b) or (d)
of this section.
(d) Slocked funds held in accounts or

instruments outside the United States at
the tire the funds become subject to

§ 586.201 may continue t be held in the
same type cf accounts ormstruments,
provided the funds earn interest at rates
which are commercially reasonable.

(e) This section does net create an
affirmative obligation for the holder of
blocked tangible property. such as
chattels or real estate. or of other
blocked property. such as debt or equitysecurities, 10 sell or liquicate such
property at the time the property
becomes swhject to § 586 201. However,
the Office cf Foreign Assets Control mayissue licenses permitting or directing
such sales m appropriate cases.

(f) Funds subject to this section may
not be held invested, or reinvested in
a manner which provides immediate
financial or economic berefit or access
to persons whose property or interests
-in property are blocked pursuant to
§586.201. nor may their holder
cooperate in or facilitate he pledging or
other attempted use as collateral of
blocked funds or other assets.
§586.204 Prohibited newmvestnent
within Serbia.
Except as otherwise previded in

regulations orders, direc=ves, or
licenses that may hereafter be issued
pursuant to this order, al' new
investment in the territors of the
Republic of Serbia by Unzed States
persons, and the approval or otherfacilitation by United Stas persons of
other persons new investment in the
territory of the Republic cf Serbia, are
prohibited.
§586.205 Evasions; attempts;
conspiracies.
Any trarsaction by any United States

person or within the United States that
evades or é-oids, or has the purpose of
evading or avoiding, or acempts to
violate, any of the prohibzions set forth
in this par is prohibited. Any
conspiracy formed for the purpose of
engaging ir. a transaction prohibited by
this part is prohibited.
§586.206 Exempt transactons.

{a) Personal communicazzions. The
prohibitiors contained in this part do
not apply to any postal, teegraphic,
telephonic or other personal
communication, which dees not involve
the transfer of anything of value.

(b) Information and informational
materials. .1) The importation from any
country and the exportation to any
country of information or informational
materials as defined in § 536.309,
whether commercial or omerwise,
tegardless of format or medium of
transmission, are exernpt 'rom the
prohibitions and regulations of this part.
(2) This section does nc authorize

transactions related to information and

iss-ed pursuant this part; or
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power, or privilege with respect to, or
interest in. any property or interest in
pro;erty blocked pursuant to § 586.201,
unless the person with whom such
property is held cr maintained, prior to
suc*. date, had written notice of the
trarsfer or by any written evidence had
recognized such ransfer.

(c Unless otherwise provided, an
app-opriate licerse or other
aut"orization issued by or pursuant to
the direction or athorization of the
Director of the OFice of Foreign Assets
Corzrol before. dzring, or after a transfer
sha= validate suc transfer or render it
enfzrceable to the same extent that it
woud be valid or enforceable but for
the arovisions of che International
Emergency Econcmic Powers Act, this
par. and any reg-agation, order,
directive, ruling. :nstruction, or license
issued pursuant this part.

{é. Transfers of property which
otherwise would Se null and void or
unexforceable by virtue of the
prc-isions of this section shall not be
deemed to be nul and void or
unenforceable as any person with
whzm such property was held or
mantained (and 3s to such person only)
in cases in which such person is able to
estzolish to the sztisfaction of the
Director of the of Foreign Assets
Co-rol each of the following:i: Such transfer did not represent awi ul violation cf the provisions of this
par: by the perso. with whom such
procerty was hel¢ or maintained,

The person with whom such
prozerty was hel¢ or maintained did not
have reasonable cause to know or
suszect, in view cf all the facts and

known or available to
suc. person. that such transfer required
a l: zense or authcrization by or pursuant
to part and was not so licensed or
aut-orized, or if 2 license or

dic purport to cover the
that suc: license or

auorization hac been obtained by
m.sepresentatio- of a third party or the
wiz-nolding of material facts or was
otherwise fraudu ently obtained; and

The person with whom such
precerty was hel or maintained filed

the Office Foreign Assets
Co--rol a report s¢tting forth in full the
cir>mstances resting to such transfer
prce-aptly upon C.scovery that:

uch transfe was in violation of
the provisions of his part or anyreglation. ruling instruction. license.
or cher direction or authorization

=: Such transfer was not licensed or
by the Director of the Office

of areign Assets Control; or
Ifa license did purport to cover

the <ransfer. such license had been

obtained by misrepresentation of a third
party or the withholding ofmaterial
facts a: was otherwise fraudulently
obtained.
Note » paragraph (d) ef § 586.202: The

filing of a report in accordance with the
provisics of paragraph «)(3) of this section
shall nat be deemed evicence that the terms
of paragraphs (d)(1) and 2) of this section
have besn satisfied.

(e) Lnless licensed or authorized
pursuant to this part. zny attachment.
judgment, decree. lier. execution.
garnishment. or other judicial process is
null ard void with respect to any
propery or interest in property blocked
pursuant to § 586.201

§ 586.213 Holding of funds in interest-
bearing accounts; investment and
reinvestment.
(a) Except as provided in paragraph

(c) or @) of this section, or as otherwise
directed by the Office of Foreign Assets
Contra. any U.S. person holding funds,
such a currency, bank deposits. or
liquidaed financial obligations, subject
to § 585.201 shall hole or place such
funds n a blocked intzrest-bearing
accouct located in the United States.
(b}(! For purposes of this section. the

term hocked interest-bearing account
means a blocked accoznt:
(i) Ix a federally-insured U.S. bank,

thrift mstitution, or credit union,
proviced the funds are earning interest
at rates which are commercially
reasorable; or
{ii) With a broker or dealer registeredwith tte Securities and Exchange

Comrussion under thz Securities
Exchacge Act of 1934. provided the
funds ire invested in z money market
fund a in U.S. Treasury bills.

(2) For purposes of nis section. a rate
is commercially reaso-able if it is the
rate currently offered :2 other depositors
on derosits or instrurcents of
compzable size and raturity.

(3) Fands held or p.aced in a blocked
accouct pursuant to paragraph (b)
may nct be invested instruments the

ofwhich exceeds 180 days. If
interes is credited to 3 separate blocked
accouct or sub-accouct. the name of the

party on each account must be
the same.

(c) E:ocked funds heid in instruments
the maturity of which 2xceeds 180 days
at the =me the funds become subject to
§ 586 <01 may continve to be held until
maturcy in the originz! instrument,
proviced any interest. earnings. or other
procesds derived therefrom are paid
into a salocked interes:-bearing account
in acezrdance with paagraph (b) or (d)
of this section.
(d) Slocked funds held in accounts or

instruments outside the United States at
the tire the funds become subject to

§ 586.201 may continue t be held in the
same type cf accounts ormstruments,
provided the funds earn interest at rates
which are commercially reasonable.

(e) This section does net create an
affirmative obligation for the holder of
blocked tangible property. such as
chattels or real estate. or of other
blocked property. such as debt or equitysecurities, 10 sell or liquicate such
property at the time the property
becomes swhject to § 586 201. However,
the Office cf Foreign Assets Control mayissue licenses permitting or directing
such sales m appropriate cases.

(f) Funds subject to this section may
not be held invested, or reinvested in
a manner which provides immediate
financial or economic berefit or access
to persons whose property or interests
-in property are blocked pursuant to
§586.201. nor may their holder
cooperate in or facilitate he pledging or
other attempted use as collateral of
blocked funds or other assets.
§586.204 Prohibited newmvestnent
within Serbia.
Except as otherwise previded in

regulations orders, direc=ves, or
licenses that may hereafter be issued
pursuant to this order, al' new
investment in the territors of the
Republic of Serbia by Unzed States
persons, and the approval or otherfacilitation by United Stas persons of
other persons new investment in the
territory of the Republic cf Serbia, are
prohibited.
§586.205 Evasions; attempts;
conspiracies.
Any trarsaction by any United States

person or within the United States that
evades or é-oids, or has the purpose of
evading or avoiding, or acempts to
violate, any of the prohibzions set forth
in this par is prohibited. Any
conspiracy formed for the purpose of
engaging ir. a transaction prohibited by
this part is prohibited.
§586.206 Exempt transactons.

{a) Personal communicazzions. The
prohibitiors contained in this part do
not apply to any postal, teegraphic,
telephonic or other personal
communication, which dees not involve
the transfer of anything of value.

(b) Information and informational
materials. .1) The importation from any
country and the exportation to any
country of information or informational
materials as defined in § 536.309,
whether commercial or omerwise,
tegardless of format or medium of
transmission, are exernpt 'rom the
prohibitions and regulations of this part.
(2) This section does nc authorize

transactions related to information and

iss-ed pursuant this part; or
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informational materials not fully created
and in existence at the date of the
transactions, or to the substarzive or
artistic alteration or enhancement of
informational materials, or to the
provision ofmarketing and tisiness
consulting services. Such prohibited
transactions include. but are not limited
to, payment of advances for irformation
and informational materials not yet
created and completed (with the
exception of prepaid subscripaons for
widely circulated magazines and other
periodical publications), provision of
services to market, produce a co-
produce, create or assist in the creation
of information and informational
materials, and payment of rovalties to
persons whose property or ircerests in
property are blocked pursuarx to
§ 586.201 with respect to income
received for enhancements or alterations
made by U.S. persons to information or
informationa) materials impated from
persons whose property and property
interests are blocked pursuart to
§ 586.201.

(3) This section does not exempt or
authorize transactions incident to the
exportation of software subject to the
Export Administration Regulations, 15
CFR parts 730-774, or to the exportation
of goods, technology or software, or to
the sale or leasing of
telecommunications transmission
facilities (such as satellite lirks or
dedicated lines) for use in the
transmission of any data. The
exportation of such items or services
and the sale or leasing of such facilities
to a person whose property and interests
in property are blocked purstant to
§ 586.201 is prohibited.

(c) Travel. The prohibitiors contained
in this part do not apply to transactions
ordinarily incident to travel : 3 or from
any country, including exporation or
importation of accompanied Saggage for
personal use. maintenance w
country including payment cé living
expenses and acquisition of poods or
services for personal use, anc
arrangement or facilitation of such
travel including non-schedt-ed air. sea,
or land voyages.

(d) Journalistic activity. The
prohibitions contained in th:s part do
not apply to transactions in me FRY
(S&M) for journalistic activity by
persons regularly employed n such
capacity by a news-gatherinz
organization.

(e) Humanitarian donatiors. The
prohibitions of this part do not apply to
donations by U.S. persons of articles,
such as food, clothing, and medicine.
intended to be used to relieve human
suffering.

Subpart C-General Definitions
§586.301 Blocked account; blocked
property.
The terms blocked account anc

biocked property shall mean anv
account or property subject to the
prohibition in § 586.201 held in che
rame of a person whose property is
biocked pursuant to § 586.201 or in
which such person has an interest, and
with respect to which payments
transfers, exportations, withdrawals, or
cher dealings may not be made ar
e=ected except pursuant to an
athorization or license from the Office
cé Foreign Assets Control.

§586.302 Effective date.
The term effective date refers to the

effective date of the applicable
prohibitions and directives contained in
this part which is 12:01 a.m. June
10, 1998.

§586.303 Entity.
The term entitymeans a partrership,

association, trust, joint venture.
corporation, or other organization.
§586.304 Federal Republic of Yugoslavia
(Serbia & Montenegro); FRY (S&M)
The term Federal Republic of

Yugoslavia (Serbia & Montenegro) orFRY (S&M) means the territory cf the
Republics of Serbia and Monteregro.
§586.305 General license. .

The term general licensemeacs any
license or authorization the terms of
which are set forth in this part.
§586.306 Government of the Federal
Republic of Yugoslavia (Serbia and
Montenegro).
The term Government of the Federal

Republic of Yugoslavia (Serbia and
Montenegro) means the government of
the FRY (S&M), its agencies.
instrumentalities, and controllez
entities, including all financial
institutions and state-owned ard
socially-owned entities organiz=d or
jocated in the FRY (S&M) as of *2ne 9,
1998, any successors to such erties,
and their respective subsidiaries and
tranches. wherever located, anc any
persons acting or purporting to act for
cr on behalf of any of the foregc:-ng.
Note to § 586.306: Please refer to me

appendices at the end of this chapter for
stings of persons determined to fa- within
mrs definition who have been desigzated
pursuant to this part. Section 501.8°7 of this
caapter sets forth the procedures tc 2e
fellowed by persons seeking
reconsideration of their designations. or who
wish to assert that the circumstances
resulting in designation are no longer
applicable.

§586.307 Government of the Republic of
TO.

The term Government of the ReputticofMantenegro means the governmerr of
the Republic ofMontenegro. includizg
any subdivisions thereof or local
governments therein, its agencies.
instrsmentalities and controlled
entities, including all financial
institutions and state-owned and
socially-owned entities organized or
located in the Republic of Monteneg->
as of June 9, 1998, any successors to
such entities, and their respective
subsidiaries and branches, wherever
located, and any persons acting or
purporting to act for or on behalf of any
of the foregoing.

Nowe to § 586.307: Section 586.516
authcrizes all transactions by U.S. persars
involving property or interests in proper-s of
the Government of the Republic of
Momenegro, unless such property remaizs
blocked pursuant to the Federal Republic of
Yugoslavia (Serbia and Montenegro) and
Bosrman Serb-Controlled Areas of the
Republic of Bosnia and Herzegovina
Sanczons Regulations, 31 CFR part 585 see
§ 585 325).

§586.308 Government of the Republic of
Serba.
The term Government of the RepudlicofSerbia means the government of the

Repuniic of Serbia, including any
subdivisions thereof or local
governments therein, its agencies,
instrumentalities, and controlled :

entities, including all financial
institutions and state-owned and
socially-owned entities organized ar
locawed in the Republic of Serbia as of
June 9, 1998, any successors to such
entites, and their respective
subs:diaries and branches, wherever
located. and any persons acting or
purporting to act for or on behalf of any
of the foregoing.

Nowe to § 586.308: Please refer to the
appexdices at the end of this chapter for
listings of persons determined to fall
this definition who have been designate<
pursuant to this part. Section 501.807 of
chaper sets forth the procedures to be
followed by persons seeking administra=ve
recorsideration of their designations, or who
wish o assert that the circumstances
resu:=ng in designation are no longer

chin any

§586.309 Information and informational
matenais.

{a}\1) For purposes of this part, the
term information and informational
materials means publications, films.
posters, phonograph records,
phowgraphs, microfilms, microfiche.
tapes. compact disks, CD ROMs,
artworks, and news wire feeds, and
othe information and informationa!
materials.

ED
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(2) To 5e considered informational
materials. artworks must be classified
under chapter heading 9701, 9702, or
9703 ofme Harmonized Tariff Schedule
of the States.

(b) The term information and
informazonal materials with respect to
U.S. exports does not include items:
(1) That were, as of April 30, 1994, or

that thereafter become. controlled for
export p-rsuant to section 5 of the
Export Administration Act of 1979, 50
U.S.C. Asp. 2401-2420 (the EAA"), or
section ¢ of the EAA to the extent that
such promote nonproliferation
or antitecorism policses of the United
States.

(2) Wn respect to which acts are
prohibited by 18 U.S.C. chapter 37.

§ 586.310 Interest.
Excep: as otherwise provided in this

part, the erm interestwhen used with
respect 2 property (eg., an interest in
propert means an interest of any
nature whatsoever, d rect or indirect.

§586.311 License.
Excer as otherwise specified, the

term license means any license or
authorizstion contained in or issued
pursua:= to this part

§ 586.312 New investment.
The teem new investmentmeans the

acquisizon of debt or equity interests in,
a commcment or corzribution of funds
or other assets to, or loan or other
extensicn of credit tc. a public or
private -ndertaking. entity, or project,
includizg the Government of the
Republ of Serbia. other than donations
of funds charitable organizations for
purely umanitarian purposes.
§586.312 Person.
The : person rans an individual

or entit.

§586.314 Property; property interest.
The :=ms propert and property

interes: -nclude. but are not limited to.
money -hecks, drafts. bullion, bank
deposi savings accounts, debts,
indebte=ness, obligazons, notes.

debentures, stocks, bonds,
coupors. any other financial
instrurcents, bankers acceptances,
mortgazs. pledges. !:ens or other rights
in the rature of securty, warehouse
receipts bills of lading. trust receipts,bills of sale, any other evidences of title,

or indebtedness, letters of
credit and any documents relating to
any or obligations thereunder,
powers 2f attorney. goods, wares,
merchz-dise. chatteis. stocks on hand,
ships. mods on ships. real estate
mortgazes, deeds of ust, vendors' sales
agreements. land corzracts, leaseholds.

ground rerrs, real estate and any other
interest options. negotiable
instruments. trade accepxances,
royalties, brok accounts. accounts
payable, jucgments, patents, trademarks
or copyrigtrs, insurance policies. safe
deposit boxes and their contents.
annuities. pooling agreements, services
of any nature whatsoever, contracts of
any nature whatsoever. and any other
property, real, personal. or mixed.
tangible or ntangible. or interest or
interests therein, present. future or
contingent
§586.315 Specific license.
The term specific license means any

license or axthorization not set forth in
this part bur issued pursuant to this
part.
§ 586.316 Transfer.
The term transfer means any actual or

purported act or transaction, whether or
not evidermed by writing. and whether
or not done or performed within the
United Stes, the purpose, intent, or
effect ofwich is to create, surrender,
release, cozvey, transfer. or alter.
directly or ndirectly. anv right, remedy,
power, or interest with respect
to any prozerty and, without limitation
upon the frregoing, shall include the
making. excution, or delivery of any
assignmerr. power, conveyance, check,
declaratior. deed. deed of trust, power
of attorney power of appointment, bill
of sale, mertgage, receipt, agreement,
contract, certificate, gift. sale, affidavit,
or statemect, the making of any
payment: me setting off of any
obligation credit: the appointment of
any agent. Tustee, or fiduciary; the
creation or rransfer of anv lien; the
issuance. oncketing. filing. or levy of or
under anv udgment, decree,
attachmerr. injunction. execution, or
other judical or administrative process
or order, o the service of any
garnishmect: the acquis:tion of any
interest of any nature whatsoever by
reason of z sudgment or decree of any
foreign co-ntry; the fulfillment of any
condition the exercise cf any power of
appointment, power of attorney, or
other pow=:. or the acquisition,
dispositio-. transportation. importation,
exportation. or withdrawal of any
security.
§586.317 U.S. financial institution.
The term U.S. financial institution

means am U.S. entity (including foreign
branches) nat is engaged in the
business accepting deposits, making,
granting. -ansferring, holding, or
brokering -cans or credits, or purchasing
or selling oreign exchange, securities,
commodiz futures or options, or

procuring purchasers and selers
thereof, as principal or agent. including,
but not limited to. depository
institutions, banks. savings banks, trust
companies, securities brokers and
dealers, commodity futures and options
brokers and dealers, forward <ontract
and foreign exchange merchants,
securities and commodities exchanges.
clearing corporations, investnent
companies, employee benefi: plans, and
U.S. holding companies, U.S affiliates,
or U.S. subsidiaries of any of the
foregoing. This term includes those
branches, offices and agencies of foreign
financial institutions which gre located
in the United States, but not such
institutions foreign branches. offices, or
agencies.
§586.318 United States.
The term United States means the

United States, its territories md
possessions, and all areas under the
jurisdiction or authority thereof.

§586.319 United States persas; U.S.
person,
The term United States peson or U.S.

person means any US. citizen,
permanent resicent alien, ernty
organized unde the laws of ze United
States (including foreign bracches), or
any person in the United Staes.

Subpart D-interpretations
-.,§ 586.401 Reference to amendad sections.

Except as otherwise specifed,
reference to any section of this part or
to any regulation, ruling, order,

. instruction, direction, or license issued
pursuant to this part refers tc the same
as currently amended.

§586.402 Effect of amendmert.
Any amendment, modificaion, or

revocation of any section of ais part or
of any order, regulation, mu
instruction, or cense issuec by or
under the direction of the Drector of the
Office of Foreign Assets does
not. unless otherwise specifically
provided. affec any act done or omitted
to be done, or any civil or cr=ninal suit
or proceeding commenced oz pending
prior to such amendment, medification,
or revocation. Ail penalties, orfeitures,
and liabilities under any suc order,
regulation, ruling, instructioc. or license
continue and may be enforced as if such
amendment, modification, a revocation
had not been made.

§586.403 Termination and acquisition of
an interest in blocked property.

(a) Whenever a transactior licensed or
authorized by or pursuant tc this part
results in the wansfer of property
(including any property interest) away

business accepting
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from a person whose property or
interests in property are blocked
pursuant to § 586.201, such property
shall no longer be deemed to be
property blocked pursuant to §586.201,
unless there exists in the property
another interest that is blocked pursuant
to § 586.201 or any other part ofthis
chapter, the transfer ofwhich has not
been effected pursuant to license or
other authorization.

(b) Unless otherwise specifically
provided in a license or authorization
issued pursuant to this part, if property
(including any property interest) is
transferred or attempted to be
transferred to a person whose property
or interests in property are blocked
pursuant to §586.201.such property
shall be deemed to be property in which
that person has an interest and therefore
blocked.

§586.404 Setoffs prohibited.
A setoff against blocked property

(including a blocked account), whether
by a U.S. bank or other U.S. person. is
a prohibited transfer under § 586.201 if
effected after the effective date.

§586.405 Transactions incidental toa
licensed transaction.
Any transaction ordinarily incident to

a licensed transaction and necessary to
give effect thereto is also authorized,
except an unlicensed transaction by a
person whose property or interests in
property are blocked pursuant to
§586.201, or involving an unlicensed
debit to a blocked account or transfer of
blocked property not explicitly
authorized within the terms of the
license.

§586.406 Provision of services.
(a) Except as provided in § 586.201 (c)

or as otherwise authorized, the
prohibitions contained in § 586.201
apply to services performed by U.S.
persons, wherever located:

(1) On behalf of. or for the benefit of,
a person whose property or interests in
property are blocked pursuant to
§586.201; or

(2) With respect to property interests
of a person whose property or interests
in property are blocked pursuant to
§586.201.

(b) Example: U.S. persons may not,
without specific authorization from the
Office of Foreign Assets Control.
represent an individual or entity with
respect to contract negotiations. contract
performance, commercial arbitration, or
other business dealings with persons
whose property or interests in property
are blocked pursuant to § 586.201. See
§ 586.509 on licensing policy with
regard to the provision of certain legal
services.

§ 586.407 Offshore transactions.
@) The prohibitions contained in

§ 536.201 apply to transactions by am
US. person in a location outside the
United States with respect to property
in which the U.S. person knows, or has
reason to know, that a person whose
property and interests in property are
blocked pursuant to § 586.201 has or tas
had an interest since the effective date.) Prohibited transactions include.
biz are not limited to, importation int
or exportation from locations outside
the United States of. or purchasing,
selling, financing, swapping, insuring
transporting. lifting. storing,
incorporating, transforming, brokering,
or otherwise dealing in, within such
locations, goods, technology or services
in which the U.S. person knows, or has
reason to know, that a person whose
property and interests in property are

{c) Examples: (1) A U.S. person max
not, within the United States or abroad,
purchase, sell, finance, insure,
transport, act as a broker for the sale er
transport of, or otherwise deal in,
furniture, shoes or other goods
manufactured by a state or socially-
owned entity organized or located in she
FRY (S&M).
(2) A U.S. person may not. within ne

United States or abroad. conduct
transactions of any nature whatsoeve"
with an entity that the U.S. person
knows or has reason to know is a stam. -

or socially-owned entity within the
territory of the FFRY (S&M), or which
benefits or supports the business of such
an entity, unless the entity is license
by the Office of Foreign Assets Cont7l
to conduct such transactions with L 3.
persons or the transaction is general.
licensed in, or exempted from the
prohibitions of. this part.
Note to § 586.407: See § 586.513 with

regard to the authorization of certain tracz-
reiated transactions.

§586.408 Exempt financial transactiors
within the territory of the FRY (S&M);
prohibition on establishment of new offces
in Serbia.

(a) Section 586.201 (c) exempts
financial transactions, including trace
financing. from the prohibitions
contained in § 586.201 by U.S. persms
physically located within the territo~ of
the FRY (S&M), where those
transactions are conducted exclusively
through the domestic banking syste
within the FRY (S&M) in local currency
(dinars), or using bank notes or barter.
AUS. entity must have a permaner
establishment, such as a branch or
representative office, within the
territory of the FRY (S&M) to be

considered physically located there for
purposes of this paragraph (a).

(b) The prohibition on new
investment within Serbia contained in
§ 586.204, as defined in § 586.312,
precludes the establishment after the
effective date of a new representative or
branch cffice or joint venture or other
entity within the territory of the
Republic of Serbia. because such
activity would necessarily involve a
commitment or contribution of funds or
other assets to a public or private
undertaking, entity, or project within
Serbia. See § 586.513 concerning the
authorization of certain trade--related
transactions conducted using bank notes
or barter by U.S. persons located outside
of the territory of the FRY (S&M).
Note to § 586.408: All transactions with

Tespect te property in which the Governmer:
of the Republic ofMontenegro has an interes:

blocked pursuant to § 586.201 has or are autherized pursuant to § 586.516.
Therefore. all financial transactions by U.S
persons within the territory of the Republic
ofMontenegro are authorized, unless the
transaction involves property in which
another miterest exists that is blocked
pursuant to § 586.201 or any other part of the
chapter. See § 586.403.

had an interest since the effective

§586.409 Approval or other facilitation of
other persons' investment in the territory of
the Republic of Serbia.

(a) The prohibition contained in
§ 586.204 against approval or other
facilitation by U.S. persons of other
persons investment in the territory of
the Republic ofSerbia bars any action
bya US. person that assists or supports
other persons activity that would
constitute prohibited new investment
under that section if engaged in by a
U.S. pesson. Such approval or other
facilitacon with respect to persons
whose property or interests in property
are blocked pursuant to § 586.201 also
constitutes a violation of that section.
See the definition of the term new
investrrent in § 586.312.

(b) Examples: (1) A U.S. person is
prohib::ed from brokering, financing,
guaranteeing, or approving the purchas:
by any other person. including a foreig-
affiliate. of shares, including an equity
interest in a publicly or privately held
undertaking, entity or project located ix
the terr-tory of the Republic of Serbia,
except as provided in § 586.514.

(2) The sale to a non-U.S. person of
aU.S.person'sequityorincomeinteres
in an entity in the territory of the
Republic of Serbia constitutes
facilitation of that other person's
investment in Serbia, and would
otherwse be prohibited but for the
authorization contained in § 586.514.

(3) A U.S. national or permanent
residerz alien employed by a foreign
person may not participate in any

(3)
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decision-naking role in an activity bythe foreigr person that irciudes
investmerr in the territary of the
Republic Serbia.

§586.410 Transfer of funds to the benefit
of certain persons in the territory of the FRY
(S&M).
Section 586.201 does rot prohibitU.S. institutiors that are not

blocked, i luding their Soreign
branches. som transferrng funds to
accounts r financial tutions for the
benefit of ndividuals, nen-
governme-tal organizaticns and other
persons located in the teritory of theFRY whose property and
interests i- property are not blocked
pursuant r that section. provided that
such transictions do not result in the
transfer "unds to or for the benefit of
persons property tr interests in
property blocked pursuant to
§ 586.201

Subpart E-Licenses, Asthorizations,
and Statenents of Licensing Policy
§586.501 General and specific licensing
procedures
For pro-sions relating to licensing

procedures. see subpart
< of part 501 of

this chapzr. Licensing actions pursuant
to part 50. of this chapter with respect
to the proz:bitions of this part areconsidere actions purszant to this part.
§586.502 =ftect of license or
authorization.

(a) No lurense or other authorization
containec -n this part, or otherwise
issued by :r under the dzection of the
Director o :he Office of Foreign Assets
Control p-rsuant to this art. authorizes
or validates any transacton effected
prior to tre issuance offt e license,
unless sp#ifically so provided in such
license or xuthorization.

(b) No regulation. rulirg, instruction,
or license zuthorizes any wansaction
prohibitec under this pat unless the
regulatior. culing, instruction, or license
is issued the Office of Foreign Assets
Control arc specifically -efers to this
part. No regulation, rulizg, instruction,
or license ~=ferring to this part
authorize: any transacticn prohibited by
any prov:son of this chaoter unless the
regulatior. ruling. instruction or license
specifica:: . refers to provision.

(c) Any 72gulation, ruing, instruction,
or license zuthorizing ar transaction
otherwise <rohibited uncer this part has
the effect - removing a prohibition or
prohibitio-s contained ix this part from
the but only the extent
specifica!*. stated by its =rms. Unless
the regulacon, ruling, insruction, or
license otzerwise specifies, such an

authorization does not create any right.
duty, obligation. claim. or interest in. or
with respect to any property which
would not otherwise exist under
ordinary principles of law.
Note to paragraph (c) of § 586.502: The

general license im § 586.516 authorizing
transactions wit respect to property in
which the Government of the Republic of
Montenegro has an interest removes such
property and imerests in property from the
phrase 'property and interests in property
blocked pursuarr to § 586.201" fer purposes
of this part.

{d) Any general license or statement
of licensing policy contained in this part
authorizing transactions with respect to
the Governmerz of the FRY (S&M) shall,
unless otherwise stated, also authorize
analogous transactions with respect to
the Governmerzs or territories of the
Republic of Serbia and the Republic of
Montenegro.
§586.503 Exctusion from licenses and
authorizations.
The Director of the Office of ForeignAssets Contro1 reserves the right to

exclude any person, property. or
transaction from the operation of any
license, or frorz the privileges therein
conferred, or tc restrict the applicability
thereof with respect to particular
persons, property. transactions. or
classes thereof Such action is binding
upon all persons receiving actual or
constructive notice of such exclusion or
restriction.

§586.504 Payments and transters to
blocked accounts in U.S. financial
institutions.
Any paymers of funds or. transfer of

credit in which any person whose
property and interests in property are
blocked pursuant to § 586.201 has any
interest, that comes within the
possession or control of a U.S. financial
institution, must be blocked in an
account on the books of that financial
institution. A cansfer of funds or credit
by a U.S. financial institution between
blocked accounts in its branches or
offices is authorized. provided that no
transfer is made from an account within
the United States to an account held
outside the United States, and further
provided that a transfer from a blocked
account may only be made to another
blocked account held in the same name.
Note to § 586.504: Please refer to §501.603

of this chapter for mandatory reporting
requirements regarding financial transfers.
See also § 586.203 concerning the obligation
to hold blocked in interest-bearing
accounts.

§586.505 Payment of obligations to U.S.
persons authorized.

(a) The transéer of funds after the
effective date by. through. or to any U.S.

financial institution or other Us person
not blocked pursuant to this chapter
solely for the purpose of payment of
obligations to U.S. persons of persons
whose property or interests in property
are blocked pursuant to § 586.21 is
authorized. provided that the obligation
arose prior to the effective date or is
otherwise authorized pursuant statute
or the provisions of this part, ard the
payment requires no debit to a tlocked
account. Property ss not blocked by
virtue of being trarsferred or received
pursuant to this section.

(b) A person receiving payment under
this section may distribute all or part of
that payment to anv person, provided
that any such payment to a person
whose property or interests in property
are blocked pursuant to § 586.201 must
be to a blocked account ina US.
financial institution.
Note to § 586.505: Please refer to §501.603

of this chapter for mandatory repornng
requirements regarding financial transfers.
See also § 586.203 concerning the atligation
to hold blocked funds in interest-bearing
accounts.

§586.506 Investment and reinvestment of
certain funds.
U.S. financial institutions are

authorized to invest and reinves: assets
blocked pursuant to § 586.201, subject
to the following conditions:

(a) The assets representing such
investments and reinvestments are
credited to a blocked account or
subaccount which is held in the same
name at the same LS. financial
institution, or within the Possession or
control of a U.S. person, but in no case.
may funds be transferred outside the
United States for this purpose. and

(b) The proceeds of such investments
and reinvestments are not to a
blocked account or subaccount =nder
any name or designation which differs
from the name or designation of the
specific blocked account or subaccount
in which such funés or securities were
held: and
(c) No immediate financial or

economic benefit accrues (e.g., trough
pledging or other use) to any person
whose property or interests in property
are blocked pursuant to § 586.2C1.
§586.507 Completion of certain
transactions related to bankers
acceptances authorized.
Persons other than those whose

property or interests in property are
blocked pursuant t § 586.201 ae
authorized to buy. sell, and sa
obligations with respect to bankers
acceptances, and to pay under deferred
payment undertakings, involving a
property interest biocked pursuant to
§586.201. as long as the bankers

cr
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accentances were created or the deferred
pavnent undertakings were incurre>
pricr to the effective date.

§58£508 Entries in certain accounts 'or
nornai service charges authorized.

{a U.S. financial institutions are
hereny authorized to debit any blocted
accaunt with such US. financial
inscrution in payment or
reirbursement for normal service
charges owed to such US. financia.
insccution by the owner of such blecked
account.

As used in this section, the ten
norzial service charge shall include
chaczes in payment or reimbursement
for sterest due: cable, telegraph, or
teleshone charges; postage costs;
cusndy fees: small adjustment charzes
to carrect bookkeeping errors; and.
not 3y way of limitation, minimum
balance charges. notary and protest "ees,
anc charges for reference books,
phaocopies. credit reports. transcr>ts
of satements, registered mail,
insrance, stationery and supplies. znd
other similar items.

§ 5BE 509 Provision of certain legal
seruces authorized.

\z The provision to or on behalf Ta
person whose property or interests
procerty are blocked pursuant to
§ 556.201 of the legal services set forth
in paragraph (b) of this section is
autorized, provided that all receipz of
payment therefor must be specificazy
licensed.

Specific licenses may be issued. on
a cese-by-case basis. authorizing
recz:pt. from unblocked sources. of
pa\ment of professional fees and
reimbursement of incurred expenses for
the following legal services by U.S
persons to a person whose propern or
interests in property are blocked
pursuant to § 586.201:

Provision of legal advice and
commseling on the requirements of znd
co=pliance with the laws of any
jursdiction within the United States.
pre-ided that such advice and
counseling is not provided to
tracsactions that would violate any 2f
the srohibitions contained in this fart;

a Representation of a person wrose
procerty or interests in property are
blocked pursuant to § 586.201 whe-

ed as a defendant in or otherw3e
mace a party to domestic U.S. lega

or administrative
proceedings;

3) Initiation of domestic U.S. legal.
or administrative

proceedings in defense of property
inwrests subject to U.S. jurisdiction of a
peson whose property or interests :n

property are blocked pursuant to
§ 586.201:

(4) Representation of a person whose
property and interests in property are
blockec pursuant to § 586.201 before
any federal or state agency with respect
to the imposition, administration, or
enforcement of U.S. sanctions against

other context in which prevailing U.S.
law recuires access to legal counsel at
public expense.

(c) The provision of any other legal
services to a person whose property or
interess in property are blocked
pursuant to § 586.201, not otherwise
authorzed in or exempted by this part.
requires the issuance of a specific

. license.
(d) Entry into a settlement agreemem

affectirg property or interests in
proper-y of a person whose property or
interests in property are blocked-
pursuant to § 586.201 or the
enforcement of any lien, judgment,
arbitra: award, decree. or other order
through execution. garnishment or other
judicia. process purporting to transfer cr
otherwise alter or affect a property
interes: of such person is prohibited
unless specifically licensed in
accorcance with § 586.202(e).
§ 586.510 Transactions related to
telecommunications authorized.
All transactions with respect to the

receip and transmission of
telecommunications involving the FRY
(S&M) are authorized. This section does
not authorize the provision to any
person whose property or interests in
property are blocked pursuant to
§ 586.201 of telecommunications
equipment or technology. nor the sale cr
leasing of telecommunications
transrrission facilities (such as satellite
links oc dedicated lines).
§586.511 Transactions related to mail
authorzed.
All ransactions by U.S. persons,

inclucng payment and transfers to
common Carriers, incident to the receirc
or transmission of mail between the
Unitec States and the FRY (S&M) are
authonzed, provided that mail is
limited to personal communications nct
involyng a transfer of anything of value.
§586.512 Certain transactions related to
patents, trademarks and copyrights
authorized.

{a) All of the following transactions in
connection with patent, trademark,
copyright or other intellectual property
proteczion in the United States or the
FRY (S&M) are authorized:

(1) The filing and prosecution of any
application to obtain a patent,

trademark. copyright or other form of
intellectual property protection;

(2) The receipt of a patent. trademark,
copyright or other form of intellectual
property protection:

(3) The renewal or maintenance of a
patent, trademark, copyright or other
form of intellectual property protection;
and

(4) The filing and prosecution of
opposition or infringement proceedings
with respect to a patent, trademark,
copyright or other form of intellectual
Property protection, or the entrance of a
defense to any such proceedings.

(b) This section authorizes the
payment of fees currently due to the
United States Government. or of the
reasonable and customary fees and _ -

charges currently due to attorneys or
representatives within the United
States, in connection with the
transactions authorized in paragraph (a)

such n: and
(5) vision of legal services in any

of this section. Payment effected
pursuant to the terms of this paragraph
(b) may not be made from a blocked
account.

(c) This section authorizes the
payment of fees currently due to the
Government of the FRY (S&M), or of the
reasonable and customary fees and
charges currently due to attorneys or
representatives within the territory of
the FRY (S&M), in connection with the
transactions authorized in paragraph (a)
of this section.

(d) Nothing in this section affects
obligations under any other provision of
law.

§586.513 Certain transactions with
respect to trade with blocked persons
authorized.

(a) U.S. persons may trade in goods in
which a person whose property and
interests in property are blocked
pursuant to § 586.201 has an interest.
provided that the payment for the goods
is made in bank notes and coins of any
currency or by barter. Any open account
credit terms may not exceed 30 days.
Transactions relating to services
incident to this trade in goods,
including payment for shipping and
insurance to non-blocked entities, are
authorized.

(b) Example: A U.S. company located
outside of Serbia may ship goods to
Serbia in exchange for bank notes and
coins or under a barter arrangement in
exchange for Serbian goods, exchanged
directly with the U.S. company or
assigned to a third company in
satisfaction of an obligation owed that
party by the U.S. company. Except as
provided in §586.408 or otherwise
specifically authorized, however, the
U.S. company may not establish or use
an account at a financial institution

nat
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accentances were created or the deferred
pavnent undertakings were incurre>
pricr to the effective date.

§58£508 Entries in certain accounts 'or
nornai service charges authorized.

{a U.S. financial institutions are
hereny authorized to debit any blocted
accaunt with such US. financial
inscrution in payment or
reirbursement for normal service
charges owed to such US. financia.
insccution by the owner of such blecked
account.

As used in this section, the ten
norzial service charge shall include
chaczes in payment or reimbursement
for sterest due: cable, telegraph, or
teleshone charges; postage costs;
cusndy fees: small adjustment charzes
to carrect bookkeeping errors; and.
not 3y way of limitation, minimum
balance charges. notary and protest "ees,
anc charges for reference books,
phaocopies. credit reports. transcr>ts
of satements, registered mail,
insrance, stationery and supplies. znd
other similar items.

§ 5BE 509 Provision of certain legal
seruces authorized.

\z The provision to or on behalf Ta
person whose property or interests
procerty are blocked pursuant to
§ 556.201 of the legal services set forth
in paragraph (b) of this section is
autorized, provided that all receipz of
payment therefor must be specificazy
licensed.

Specific licenses may be issued. on
a cese-by-case basis. authorizing
recz:pt. from unblocked sources. of
pa\ment of professional fees and
reimbursement of incurred expenses for
the following legal services by U.S
persons to a person whose propern or
interests in property are blocked
pursuant to § 586.201:

Provision of legal advice and
commseling on the requirements of znd
co=pliance with the laws of any
jursdiction within the United States.
pre-ided that such advice and
counseling is not provided to
tracsactions that would violate any 2f
the srohibitions contained in this fart;

a Representation of a person wrose
procerty or interests in property are
blocked pursuant to § 586.201 whe-

ed as a defendant in or otherw3e
mace a party to domestic U.S. lega

or administrative
proceedings;

3) Initiation of domestic U.S. legal.
or administrative

proceedings in defense of property
inwrests subject to U.S. jurisdiction of a
peson whose property or interests :n

property are blocked pursuant to
§ 586.201:

(4) Representation of a person whose
property and interests in property are
blockec pursuant to § 586.201 before
any federal or state agency with respect
to the imposition, administration, or
enforcement of U.S. sanctions against

other context in which prevailing U.S.
law recuires access to legal counsel at
public expense.

(c) The provision of any other legal
services to a person whose property or
interess in property are blocked
pursuant to § 586.201, not otherwise
authorzed in or exempted by this part.
requires the issuance of a specific

. license.
(d) Entry into a settlement agreemem

affectirg property or interests in
proper-y of a person whose property or
interests in property are blocked-
pursuant to § 586.201 or the
enforcement of any lien, judgment,
arbitra: award, decree. or other order
through execution. garnishment or other
judicia. process purporting to transfer cr
otherwise alter or affect a property
interes: of such person is prohibited
unless specifically licensed in
accorcance with § 586.202(e).
§ 586.510 Transactions related to
telecommunications authorized.
All transactions with respect to the

receip and transmission of
telecommunications involving the FRY
(S&M) are authorized. This section does
not authorize the provision to any
person whose property or interests in
property are blocked pursuant to
§ 586.201 of telecommunications
equipment or technology. nor the sale cr
leasing of telecommunications
transrrission facilities (such as satellite
links oc dedicated lines).
§586.511 Transactions related to mail
authorzed.
All ransactions by U.S. persons,

inclucng payment and transfers to
common Carriers, incident to the receirc
or transmission of mail between the
Unitec States and the FRY (S&M) are
authonzed, provided that mail is
limited to personal communications nct
involyng a transfer of anything of value.
§586.512 Certain transactions related to
patents, trademarks and copyrights
authorized.

{a) All of the following transactions in
connection with patent, trademark,
copyright or other intellectual property
proteczion in the United States or the
FRY (S&M) are authorized:

(1) The filing and prosecution of any
application to obtain a patent,

trademark. copyright or other form of
intellectual property protection;

(2) The receipt of a patent. trademark,
copyright or other form of intellectual
property protection:

(3) The renewal or maintenance of a
patent, trademark, copyright or other
form of intellectual property protection;
and

(4) The filing and prosecution of
opposition or infringement proceedings
with respect to a patent, trademark,
copyright or other form of intellectual
Property protection, or the entrance of a
defense to any such proceedings.

(b) This section authorizes the
payment of fees currently due to the
United States Government. or of the
reasonable and customary fees and _ -

charges currently due to attorneys or
representatives within the United
States, in connection with the
transactions authorized in paragraph (a)

such n: and
(5) vision of legal services in any

of this section. Payment effected
pursuant to the terms of this paragraph
(b) may not be made from a blocked
account.

(c) This section authorizes the
payment of fees currently due to the
Government of the FRY (S&M), or of the
reasonable and customary fees and
charges currently due to attorneys or
representatives within the territory of
the FRY (S&M), in connection with the
transactions authorized in paragraph (a)
of this section.

(d) Nothing in this section affects
obligations under any other provision of
law.

§586.513 Certain transactions with
respect to trade with blocked persons
authorized.

(a) U.S. persons may trade in goods in
which a person whose property and
interests in property are blocked
pursuant to § 586.201 has an interest.
provided that the payment for the goods
is made in bank notes and coins of any
currency or by barter. Any open account
credit terms may not exceed 30 days.
Transactions relating to services
incident to this trade in goods,
including payment for shipping and
insurance to non-blocked entities, are
authorized.

(b) Example: A U.S. company located
outside of Serbia may ship goods to
Serbia in exchange for bank notes and
coins or under a barter arrangement in
exchange for Serbian goods, exchanged
directly with the U.S. company or
assigned to a third company in
satisfaction of an obligation owed that
party by the U.S. company. Except as
provided in §586.408 or otherwise
specifically authorized, however, the
U.S. company may not establish or use
an account at a financial institution

nat
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within the territcry of the Republic ofSerbia in conne==on with any trade
transaction desc-bed in this section.

§586.514 Divestture of U.S. person's
equity investmert in the territory of the
Republic of Serba.

Notwithstancg the prohibition in
§ 586.204 agains the facilitation by a
U.S. person of over persons new
investment in te territory of the
Republic of Ser-a, all transactions
related to the c: .estiture or transfer to
anon-U.S. pers:n. other than a personwhose property property interests are
blocked pursua-r to § 586.201 or this
chapter. of a U.L. person's investment in
the Republic of Serbia are authorized.

§586.515 Payments for services rendered
by the Government of the FRY (S&M) to
aircraft authorizec: aircraft and maritime
safety.

(a) Payments 3 the Government of the
FRY (S&M) of carges for services
rendered by tha Government in
connection wit. he overflight of the
territory of the RY (S&M) or emergency
landing in the FRY (S&M) by aircraft are
authorized.

(b) Specific tenses may be issued on
a case-by-case -asis for the exportation
and reexportatu:n of goods, services,
and technolog, insure the safety ofcivil aviation a-d safe operation of
U.S.-origin commercial passenger
aircraft, and to -nsure the safety of
ocean-going mzritime traffic in
international wzters.

§586.516 Transactions with respect to
property in whict the Government of the
Republic of Monmmnegro has an interest
authorized.
All transacticrs by U.S. persons

involving prop=ty or interests in
property in wk. h the Government of
the Republic \fontenegro has an
interest are au-orized, except with
respect to prop=ty blocked pursuant to
the Federal Rezblic of Yugoslavia
(Serbia and Mc-tenegro) and Bosnian
Serb-Controlle Areas of the Republicof Bosnia and ~2rzegovina Sanctions
Regulations, 3: [FR part 585 (see
§ 585.525). Prozerty and interests in
property of the sovernment of
Montenegro siz] not be considered
"property and -terests in propertyblocked pursuet to §586.201" for
purposes of th part. This authorization
does not apply sowever, to property in
which the Govenment of Montenegro
has an interest -ut in which there also
exists an interex of another person
whose proper or interests in property
are blocked picsuant to § 586.201 or any
other part of ths chapter.

Subpart F Reports
§586.601 Records and reports.
For provisions relating to recards and

reports, see subpart C of part 5¢1 of this
chapter.

Subpart G-Penalties
§586.701 Penalties.

(a) Attention is directed to section 206
of the International Emergency
Economic Powers Act (50 U.S 1705)
{the ''Act''), which is applicabis to
violations of the provisions of zny
license, ruling, regulation, order.
direction or instruction issued sy or
pursuant to the direction or
authorization of the Secretary cf the
Treasury pursuant to this partor
otherwise under the Act. Secticn 206 of penalthe Act, as adjusted by the Federal Civil
Penalties Inflation Adjustment Act of
1990 (Pub. L. 101-410, as amerded, 28
U.S.C. 2461 note), provides thz:
(1) A civil penalty not to exceed

$11,000 per violation may be imposed
on any person who violates am license,
order, or regulatior. issued under the
Act:

(2) Whoever wilfully violates any
license. order, or regulation isszed
under the Act shal. upon convzction, be
fined not more than $50,000. oc. if a
natural person, may be imprisoned for
not more than 10 years. or both and any
officer, director. or agent of ans
corporation who knowingly paticipates
in such violation may be punished by a
like fine, imprisonment, or bot.

. (b} The criminal penalties provided in
the Act are subject to increase pursuant
to 18 U.S.C. 3571.

(c) Attention is aso directed :o 18
U.S.C. 1001. which provides that
whoever, in any matter within
jurisdiction of any department or agencyof the United States. knowingh and
willfully falsifies. conceals or covers up
by any trick, scheme. or device a
material fact. or makes any faise.
fictitious or fraudutent statement or
representation or makes or uses any
false writing or document knowing the
same to contain anv false, fictizous or
fraudulent statement or entry. shall be
fined under title 18. United Stes Code,
or imprisoned not more than five years,
or both.

(d) Violations of this part mn also be
subject to relevant provisions cf other
applicable laws.

§586.702 Prepenaity notice.
(a) When required. If the Director of

the Office of Foreign Assets Control has
reasonable cause to believe tha there
has occurred a violation of any
provision of this part or a violaion of

the provisions of any beense, ruling
regulation, order, direcon or
instruction issued by a pursuant to che
direction or authorizaron of the
Secretary of the Treasury pursuant trthis part or otherwise ender the
International Emergency Economic
Powers Act. and the Drector determznes
that further proceedings are warranted,
he shall issue to the person concerned
a notice of his intent tc impose a
monetary penalty. The prepenalty
notice shall be issued whether or nct
another agency has taken any action
with respect to this macter.

(b) Contents-(1) Facts of violatior.
The prepenalty notice shall describe the
violation. specify the izws and
regulations allegedly violated. and sate
the amount of the proposed monetary

(2) Right to respond. The prepenaky
notice also shall inform the respondent
of respondent's right tsmake a written
presentation within 30 days ofmailing
of the notice as to why a monetary
penalty should not be -mposed, or. %
imposed, why it shoucd be in a lesser
amount than proposec.
586.703 Response to prepenalty notice;

informal settlement.
(a) Deadline for response. The

respondent shall have 30 days from the
date ofmailing of the prepenalty nouce
to make a written response to the
Director of the Office cf Foreign Assets
Control.

(b) Form and conterzs of response.
The written response seed not be in any
particular form, but shall contain
information sufficient 70 indicate thac it
is in response to the prepenalty notice.
It should contain respznses to the
allegations in the prepenalty notice and
set forth the reasons wiry the responcentbelieves the penalty
imposed or, if imposed. why it should
be in a lesser amount ian proposed

(c) Informal settlement. In addition. or
as an alternative to a written response
to a prepenalty notice oursuant to ths
section, the respondect or responderts
representative may contact the Office of
Foreign Assets Contre: as advised in the
prepenalty notice to propose the
settlement of allegaticrs contained in
the prepenalty notice and related
matters. In the event cf settlement at the
prepenalty stage, the ai proposed in
the prepenalty notice will be
withdrawn, the respo-dent is not
required to take a wrizen position on
allegations contained :n the prepenacty
notice, and the Office of Foreign Assets
Control will make no Snal
determination as to wether a violation
occurred. The amourr accepted in
settlement of allegations in a prepenalty

1 not be
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notice ray vary from the civil penaltythat finally be imposed in the
event of 3 formal determination of
violatior. In the event no settlement is
reached. the 30-day period specified in
paragrara (a) of this section for written
response to the prepenalty noticeremains in effect unless additional time
is granted by the Office of ForeignAssets Control.

§586.704 Penalty imposition or
withdrawai.

(a) No violation. If. after considering
any response to the prepenalty noticeand any -elevant facts, the Director of
the Office of Foreign Assets Control
determires that there was no violation
by the respondent named in the
prepenacy notice, the Director prompthshall nozfy the respondent in writing of
that determination and that no monetar«
penalty will be imposed.

(b) Vicdation. If, after considering any
response to the prepenalty notice, the
Director of the Office of Foreign Assets
Control cetermines that there was a
violatior by the respondent named in
the prepnalty notice. the Director
prompti shall issue a written notice of
the impcsition of the monetary penaltyto the respondent.

(1) The penalty notice shall inform
the respendent that payment of theassessed penalty must be made within
30 days of the mailing of the penaltynotice.

(2) The penalty notice shall inform
the respcndent of the requirement tofurnish the respondent's taxpayeridentification number pursuant to 31
U.S.C. 7701 and that such number will
be used or purposes of collection and
reporting on any delinquent penaltyamount n the event of a failure to paythe penzty imposed.
§586.705 Administrative collection;
referral to United States Department ofJustice.
In the event that the respondent doesnot pay penalty imposed pursuant t=this part or make payment arrangements

acceptate to the Director of the Office
of Foreim Assets Control within 30
days of tne mailing of the written notice
of the ircoosition of the penalty, thematter ray be referred for

collection measures bythe Depztment of the Treasury or to the
United S:ates Department of Justice for
approprzte action to recover the

district court.

Subpart H-Procedures
§586.801 Procedures.
For license application proceduresand procedures relating to amendments

modificatiors, or revocations of
licenses: administrative decisions;
rulemaking. and requests for documents
pursuant to the Freedom of Information
and Privacy Acts (5 U.S.C. 552 and
552a). see suopart D of part 50! of this
chapter.
§586.802 Delegation by the Secretary ofthe Treasury.
Any action which the Secretary of the

Treasury is zuthorized to take pursuant
to Executive Order 13088 (63 FR 32109,
June 12. 1993), and any further
Executive orders relating to the national
emergency declared in Executive Order
13088, may be taken by the Director of
the Office of Foreign Assets Control, or
by any other person to whom the
Secretary of the Treasury has delegated
authority So to act.

Subpart -Paperwork Reduction Act
§586.901 Paperwork Reduction Act notice.
For approval by OMB under the

Paperwork Reduction Act of 1995 (44
U.S.C. 3507) of information collections
relating to recordkeeping and reporting
requirements, to licensing procedures
(including those pursuant to statements
of licensing policy), and to other
procedures. see §501.901 of this
chapter. An agency may not conduct or
sponsor, and a person is not required to
respond to, a collection of information
unless it displays a valid control
number assigned by OMB.
Dated: September 18, 1998.

R. Richard Newcomb,
Director, Office ofForeign Assets Control.
Approved: September 29, 1998.

Elisabeth A. Bresee,
Assistant Secretary (Enforcement),
Department ofthe Treasury.
{FR Doc. 98-2339 Filed 10-7-98: 4:34 pm]
BILLING CODE 48t0-25-F

ENVIRONMENTAL PROTECTION
AGENCY
40 CFR Part 52

[MNS2-01-7277a; MN53-01-7278a; FRL-
6162-1]

Approval and Promulgation of
Implementation Plans; Minnesota
AGENCY: Env-ronmental Protection
Agency.
ACTION: Direct final rule.
SUMMARY: The Environmental Protection
Agency (EPA) is approving revisions to
Minnesota's State Implementation Plan
(SIP) for sulfur dioxide (SO2) in Air
Quality Conrol Region (AQCR) 131.

Tne EPA's acticn is based upon a
revision reques submitted by the State
of Minnesota on April 24, 1997. which
amends two State Administrative
Orders for two Northern States Power
facilities: Inver Hills and Riverside. The
Orders are inckided as part ofMinnesota's approved SIP to attain and
maintain the National Ambient Air
Quality Standard for sulfur dioxide.
DATES: This ruk is effective on
December 14, 1998 unless the Agencyreceives relevart adverse comments byNovember 12, 1998. Should the Agencyreceive such comments, it will publish
a timely withdrawal in the Federal
Register inforrring the public that this
ru1e will not take effect.
ADORESSES: Written comments should
be sent to: Carton T. Nash. Chief,
Regulation Development Section, Air
Programs Branch, (AR-18)) EPA, 77
West Jackson Boulevard, Chicago.ICinois 60604. Copies of the documents
relevant to this action are available for
public inspection during normal
business hours at the following location:
United States Environmental Protection
Agency, Region 5, Air and Radiation

77 West Jackson Boulevard,
Chicago, Illinois 60604. (Please
telephone Victoria Hayden at (312) 886-
4123 before visiting the Region 5
Office.)
FOR FURTHER INFORMATION CONTACT:
Victoria Hayden. Regulation
Levelopment Section (AR-18)), Air
Programs Branch. Air and Radiation
Crvision, United States Environmental
Protection Agency, Region 5. 77 West
kckson Boulevard, Chicago, Illinois
63604, Telephone Number (312) 886-
42323.
SUPPLEMENTARY INFORMATION:
L Background
On April 14, 1994, and September 9,

1394, EPA approved SIP revisions for
$32 for much of the Minneapolis-SaintPaul area. The regulatory portion of
these revisions consisted of
acministrative crders limiting emissions
from affected facilities. On June 13,
1395, EPA approved amendments to the
previously approved administrative
arders addressing SO2. On April 24,
1397, Minnesota submitted additional
Changes to the amendments for the
administrative orders for two Northern
Sates Power facilities: Inver Hills and
R:verside. For the Inver Hills Generating
Facility the administrative order was
amended to increase the boilers heat
input, decrease their emission limits,
increase the amount of fuel oil usage,
but decrease the sulfur content. The
administrative order for the Riverside
Szation was revised similarly to increase

penalty civil suit in a Federal


