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Special: Former PM Sanader Arrested
	Former PM Sanader Arrested in Austria, Placed in Extradition Custody
	After having fled the country just hours before the Sabor stripped him of parliamentary immunity on Thursday afternoon, former Prime Minister Sanader was arrested in Austria at 3:45 p.m. on Friday on an international arrest warrant issued by Croatia.  He is currently under two-week extradition custody.
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· After having fled the country just hours before the Sabor stripped him of parliamentary immunity on Thursday afternoon [[see MediaScan #34949 and MediaScan Newsflash of 9 December]], former Prime Minister Ivo Sanader was arrested in Austria at 3:45 p.m. on Friday on an international arrest warrant issued by Croatia.  He was apprehended in Sankt Michael im Lungau, about 100 kilometers south of Salzburg, where a two-week extradition detention was set.

Sanader could oppose extradition which could stretch out the process to as long as six months.  However, the media quote Sanader’s Austrian attorney Walter Stuppan as saying that Sanader is supportive of extradition and wishes to return to Croatia as soon as possible.  Upon returning from Slovenia, where he was supposed to meet Sanader on Friday, his attorney Zeljko Guljisa asserts that Sanader is to be extradited to Croatia within a week’s time.  As Sanader’s arrest precluded their meeting, Guljisa has not been granted power-of-attorney by Sanader.

The media warn of strings attached to Sanader’s extradition, as it means that he can be tried only on charges listed in the extradition documentation.  In other words, the State Attorney’s Office (DORH) will need consent from Austrian authorities if it decides to press new charges.  DORH assures this will cause no problems as the Austrian and Croatian judiciary have a good working relationship based on a bilateral agreement, as evident from the previous extradition of Gen. Vladimir Zagorec (ret.).

As regards the international arrest warrant, VECERNJI LIST notes that the original warrant which was issued at 1 a.m. on Friday was revoked at 4 a.m., given that the Interpol’s legal team had not yet assembled in Lyons to assess whether it was politically motivated.  Once the team assembled on Friday morning, the warrant was re-issued by noon. 

Sanader’s itinerary prior to arrest included Slovenia and Austria, although his ultimate destination was allegedly to be the United States.  The media speculate that the choice was due to the antiquated bilateral extradition agreement of 1902, which does not allow prosecution in the United States for crimes committed in Croatia.  Sanader’s plan was foiled as the US authorities annulled his visa following his return to Croatia in October.  At the time he was en route from Innsbruck, Austria to Munich, Germany, aiming to catch an 11:30 a.m. flight to the US, Sanader was unaware that his visa had been revoked.
	COMMENTARY:

Former PM Sanader’s Arrest Stirs Political Scene 
	Prominent politicians comment on the Friday arrest of former Prime Minister and HDZ president Sanader.  The opposition accuses the authorities of failure to prevent his escape from the country and calls for early elections.
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· The Friday arrest of former Prime Minister and Croatian Democratic Union (HDZ) president Sanader stirred up the political scene.  Meeting on Saturday in Zagreb, SDP central committee accused the HDZ Government “of losing all credibility and legitimacy,” adding that early elections are the only way out of the current situation.  “The current HDZ Government is politically responsible for the behavior of its former president who compromised the integrity of Croatian politics in general and brought great shame upon the country,” concluded the board.  It also stated that Sanader headed a Government that decided on its actions as a collective, implying collective responsibility.

Prime Minister Jadranka Kosor stated merely that “The Constitution guarantees that every citizen is innocent until proved otherwise.”  Speaking on Saturday, Justice Minister Drazen Bosnjakovic asserted that Austria did not request any documentation regarding Sanader and said he believes the relevant authorities did everything by the book with regard to Sanader’s flight and arrest.  “Our reaction was timely, an international arrest warrant was issued and I believe all State authorities acted professionally.”

Peasants’ Party (HSS) president Josip Friscic asserted that Sanader’s arrest cannot be cause for early elections because “The coalition Government, of which HSS is a part, fully supports Prime Minister Kosor.”  He agreed with Kosor that “nobody should be above the law and that the judiciary should treat everybody the same.”  On the other hand, Social Democratic Party (SDP) president Zoran Milanovic remarked that, “HDZ’s [illegal] financing methods have become evident and the institutions and individuals who dismissed our warnings in 2007 should be held morally responsible for turning a blind eye.  HDZ leadership had to be fully aware of Sanader’s misdoings or utterly incompetent in performing its duties.”

The Friday session of the Sabor at which the Mandate-Immunity Commission’s decision on lifting Sanader’s immunity was unanimously adopted proved intense, with SDP’s Zeljko Jovanovic pointed out that the arrest was the best gift DORH could have given the citizens on International Anti-Corruption Day.  “I hope that we will finally be able to prove that HDZ was a political and criminal organization that extracted billions of Kuna from the State budget and caused severe pay and pension cuts as well as cost a lot of people their jobs.”  “You let him flee, your police and your secret services did and I believe this calls for restructuring the intelligence system,” said Istrian Democratic Congress (IDS)’s Damir Kajin.  “Somebody in Croatia would prefer having Sanader immune in Austria or the US than have him spilling the beans here.”

People’s Party (HNS) caucus leader Vesna Pusic said she was ashamed because top Government officials under charges of stealing from their own people choose to flee over facing the judiciary.  After Croatian Democratic Alliance of Slavonia and Baranja (HDSSB) deputy Dinko Buric stated that “the HDZ is perceived as a criminal organization by all standards, as it takes three individuals to form a criminal organization and Sanader had at least eight more helpers from HDZ ranks,” Deputy Speaker Vladimir Seks, presiding over the session at the time, lost his temper, lashing out at Milanovic and ordering the guards to turn off all cameras and escort the press out of the Sabor.

“I wonder how Sanader managed to leave the country on the same day his immunity was being lifted,” said former President Stipe Mesic, remarking that this is a huge embarrassment for Croatia internationally.  Independent Sabor deputy for the Italian minority Furio Radin said that “While the judiciary finally started doing its job, other institutions allowed Sanader to leave the country.  Somebody should answer for both Sanader’s and convicted war criminal Branimir Glavas’s timely escapes.”  “Given that Sanader was the head of the ‘corruption octopus,’ the news of his escape should have surprised nobody,” said HNS president Radimir Cacic, adding that “the real problem lies in the fact that the entire system is corrupt.”

Deputy Ivica Pancic of the Croatian Social Democrats (HSD) pointed out that Kosor will have a hard time figuring out what to do with herself should a few more Cabinet ministers end up behind bars, given that she had to know about their misdoings.  Former Deputy Prime Minister Damir Polancec was the only politician declining to comment, saying only: “I really have no interest in Sanader’s case.”

	Reactions Abroad
	The media bring reactions to Sanader’s arrest and escape from the country from a range of foreign politicians and press agencies.
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· Awaiting trial for his role in the Hypo scandal [[see MediaScan #3428]], former Hypo bank CEO Wolfgang Kulterer commented on former Prime Minister Sanader’s arrest.  He asserts that Sanader’s arrest and his own are in no way connected, writes VECERNJI LIST.  “Hypo found former Croatian Foreign Minister Mate Granic more helpful than Sanader,” said Kutlerer, adding that charges against Sanader are “nonsense.”

“Sanader put a lot of effort into bringing Croatia closer to Europe,” said Austrian Interior Minister Michael Spindlegger.  “But he must be held responsible if he broke the law or acquired his fortune illegally.”  The Harriman Institute at Columbia University confirmed that it is severing all ties with Sanader.  “Sanader was hired as a guest associate on our Southeast Europe program in September, but we decided to end the cooperation and have no further comment,” reads an official statement by the Institute.

Foreign media covered Sanader’s escape thoroughly, mostly concluding that it brought shame on Croatia.  AGENCE FRANCE PRESSE perceived the arrest as “An important event showing tenacity in the fight against corruption that is surely a step towards European integration.”  ASSOCIATED PRESS reported that Sanader left Croatia just hours before he was stripped of immunity adding, “His arrest came as no surprise as his former closest associates have been questioned and revealed his involvement in corruption scandals.”

	COMMENTARY:

Who Is Next?
	JUTARNJI LIST Deputy Editor-in-Chief Butkovic comments on the developments in the Sanader case.  Even though Sanader’s arrest may seem like an epilogue to the fight against corruption, the biggest issue remains who exactly will Sanader take down with him.

	Friday JUTARNJI LIST
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· Former Prime Minister Sanader’s arrest came as an expected epilogue to the joint Office for Fight Against Corruption and Organized Crime (USKOK) and DORH anti-corruption campaign, writes JUTARNJI LIST Deputy Editor-in-Chief Davor Butkovic.  The arrest was expected because both DORH and USKOK sources claimed that Sanader’s arrest was but a matter of time.  As some of Sanader’s formerly closest associates gave testimonies, the circle around Sanader was tightening.
Sanader’s arrest can be interpreted as yet another argument supporting the thesis that the HDZ is a deeply corrupt political party.  The tally is such that its former party president and Prime Minister is facing criminal charges along with party vice president and former DPM Polancec and other ranking party members such as former Defense Minister and Interior Minister Berislav Roncevic.  On the other hand, the EU will surely welcome Sanader’s arrest and see it as a big step towards closing the chapter on Judiciary and Fundamental Rights of the accession negotiations.

Butkovic believes that Sanader’s arrest will give cohesion to HDZ ranks as dramatic and stressful occasions do.  The question remains, though, he notes, of whether Sanader can “take down with him any HDZ presidency or Cabinet members.  What if the investigation reveals that Sanader’s black funds funded Prime Minister Kosor’s presidential campaign or the 2007 HDZ election campaign?” asks Butkovic rhetorically.

He concludes Sanader was the head of the ‘corruption octopus’ that ran the country for years and points out that even though this feels like an epilogue, the most important issue remains who exactly will Sanader take down with him.
	COMMENTARY:

PM Kosor’s Momentum to Act
	JUTARNJI LIST Deputy Editor-in-Chief Butkovic sees former PM Sanader’s arrest as the momentum PM Kosor needed to implement her long announced changes.  Should Kosor fail to finally bring about HDZ’s makeover, both the party and the political center-right are doomed, he concludes.
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· Prime Minister Kosor currently suffers a huge political defeat represented by the mere 11.5-percent public support for the ruling HDZ, but also boasts a small political victory in the arrest of former Prime Minister Sanader, notes JUTARNJI LIST Deputy Editor-in-Chief Butkovic.  He believes that Sanader’s arrest could provide the momentum necessary for Kosor to implement drastic changes both within the Government and the HDZ.  “Kosor should take the bull by the horns and finally say – no more,” writes Butkovic.  “In light of recent events, Kosor can put her foot down and replace certain ministers who apparently only serve to annoy the citizens.”

Butkovic believes that HDZ is in dire need of an extreme makeover as “public support it enjoys has hit rock bottom.  If Kosor does not manage to replace certain ministers and keep HDZ afloat, Croatian politics could take yet another turn for the worse as numerous right-wing conservative political parties could step up to fill HDZ’s role.”  Butkovic asserts that Croatia needs a strong and stable political right in order to be politically balanced and points out that Kosor should wrap up her announced Cabinet reshuffle by Christmas at the latest.

“Should Kosor fail to reach a party-wide agreement on how to proceed by Christmas, she will prove incapable of running a political party,” writes Butkovic.  “Since Kosor has been announcing a Cabinet reshuffle for months now, this comes as her final chance to finally do something.  She can either attempt to change HDZ for the better or slowly wither away along with the party’s 11.5-percent public support.”

Current Affairs
	Former Assistant Interior Minister Mercep Arrested on Charges of War Crimes
	Former assistant Interior Minister Tomislav Mercep was arrested on charges of war crimes in Zagreb and Pakracka Poljana in 1991.  Though Bajramovic, former member of Mercep’s unit, spoke publicly more than a decade ago about the crimes their Army unit committed, Mercep was not charged at the time.
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· Former Assistant Interior Minister and a wartime unit commander in the Army Tomislav Mercep was arrested on Thursday on charges of war crimes committed between October and December 1991 on Pakracka Poljana and in the Zagreb area.  Mercep is specifically charged with ordering torture and murders of Serb civilians and looting their property. 

Miro Bajramovic, former member of the unit under Mercep’s command, spoke to the media back in 1997, confessing to being responsible for the deaths of 82 civilians (including 9 women) in Pakracka Poljana.  Bajramovic explained that he was Mercep’s assistant and that their unit’s first mission once it arrived to Pakracka Poljana on 6 October 1991 was to attack the Serb village of Kukunjevci.  Events that took place there are now the subject of the investigation against Mercep.  

Bajramovic notes that their unit held the prisoners in the basement of an elementary school, where they were "interrogated" by torture.  He stated that Mercep was aware of everything that was happening.  Though he did not take part in the torture directly, he read about it in soldiers’ reports.  Bajramovic also said the prisoners were taken to Zagreb on Mercep’s command, where they were further interrogated and then taken away.   At least 57 civilians have been missing since then.  According to him, Mercep also ordered the apprehension of HDZ member Mihajlo Zec, whose family was murdered on 7 December 1991.  Their murder is the main reason the crimes committed in Pakracka Poljana are now uncovered.

Bajramovic was arrested a few days after his story was published, along with four other members of Mercep’s unit.  Mercep was not charged at the time, and stated that his former assistant was "mentally unstable".  Bajramovic was convicted to four years in prison, along with Sinisa Rimac, Branko Saric, Munib Suljic and Igor MIkoli.  Though Mercep was not charged, some of the former members of his unit may now become witnesses in the ongoing investigation against him, writes the paper.  Bajramovic reveals that Mercep’s unit also committed war crimes in Gospic in 1991 (for which Gen. Mirko Norac (ret.) was convicted), murdering between 90 and 110 Serb civilians.  .

Mercep has been denying his involvement in those events for 19 years.  In the presence of his attorney Marko Ujevic, he stated a brief defense before the investigating judge, pleading innocent.  He had been placed under investigative custody due to the risk of influencing witnesses, but was taken to hospital due to health problems, where is to await the results of the investigation.  The Interior Ministry stated that Mercep’s arrest is the result of lengthy period of information collection.  When members of Mercep’s unit were standing trial for war crimes in Pakracka Poljana, the key problem was that the remains of the victims’ bodies were not found.

It seems NOVI LIST journalist Boris Pavelic, who covered war crimes for years, and an old villager from Kukunjevci, who listed the codes from 19 wooden crosses at a Serbian cemetery, are the ones who made Mercep’s arrest possible, notes the paper.  The UN Commission exhumed the bodies of civilians who were murdered and buried there in 1991, re-burying them in the same place in 1993 and marking the remains with codes.  The authorities moved those remains to the Serbian cemetery in Kukunjevci in 1995, without previously identifying them.  Pavelic published this story in May 2010, and in July the remains were exhumed for the third time.  Their identification is still in process.

Mercep’s name was often mentioned in the context of war crimes in Vukovar as well, but the events in Vukovar are not the subject of the current investigation. Ruzica Spasic, rormer president of the Association of Families of Missing Persons of Vukovar – mostly Serbs, remarks the paper – stated that she was expecting Mercep to be arrested sooner.

HDZ caucus leader Andrija Hebrang did not wish to comment on Mercep’s arrest, but stated that a big part of Croatian territory would have remained under occupation during the Patriotic War if it were not for Mercep.  Deputy Speaker of Sabor Seks had no comments, and Independent Democratic Serb Party (SDSS) president Milorad Pupovac said this is an important issue for the Croatian judiciary if it is to solve murders of Serbs, albeit its reaction has long been overdue.

	Chief State Auditor Krasic Relieved
	Following a 16-year mandate, Krasic was relieved of the post of Chief State Auditor on Thursday.  Ivan Klesic (HDZ) has been appointed her successor, amid criticism by the opposition over the fact that the post did not go to an independent expert.
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· The parliamentary Committee on Appointments and Administrative Affairs relieved Sima Krasic of the post of Chief State Auditor post on Thursday.  Even though Krasic’s 16-year mandate had expired on 19 April 2010, she remained Chief State Auditor for over six months thereafter, writes VECERNJI LIST [[see MediaScan #3473]]. Ivan Klesic of the HDZ has been appointed her successor, though not without bickering between HDZ and the SDP over the decision.

The SDP accuses HDZ of continuing it policy of assigning key posts to its members.  SDP deputy Nenad Stazic stated that a party member ought not to be appointed Chief State Auditor under current circumstances.  He accuses the HDZ of doing so only to prevent financial reports of its dubious financing from seeing the light of day.  He added that the SDP would not oppose the Committee’s decision had HDZ suggested an independent expert.  The stance is shared by SDP deputy president Zeljka Antunovic and the Croatian Democratic Alliance of Slavonia and Baranja (HDSSB).  Both Stazic and SDSS deputy Ratko Gojica noted that the State Audit Act ought to be amended to stipulate that the State Auditor must be elected by public competition.

HDZ retorts that the opposition failed to propose its own candidate for six months and that it is inadmissible to criticize Klesic in advance.  Committee chairwoman Nevenka Mejdenic (HDZ) stated that the Committee had called upon every parliamentary caucus to suggest its candidate, and that only HDZ responded. 

	Cabinet Reshuffle Hastened?
	PM Kosor is most likely to announce the names of ministers leaving the Cabinet during the week.  An unnamed source states that Ministers Suker, Matulovic-Dropulic, Biskupic and Vukelic will probably be relieved, while Milinovic and Kalmeta are likely to stay.
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· Prime Minister Kosor is most probably to announce the names of ministers leaving the Cabinet during the week, writes JUTARNJI LIST.  The most likely candidates are Deputy Prime Minister and Finance Minister Ivan Suker, Minister of Environmental Protection Marina Matulovic-Dropulic, Minister of Culture Bozo Biskupic and Defense Minister Branko Vukelic.  Minister of Health Darko Milinovic and Minister of Maritime Affairs Bozidar Kalmeta will probably remain at their posts.

An unnamed source from within one of the HDZ coalition partners said the Cabinet reshuffle can no longer be postponed due to developments related to former Prime Minister Sanader’s arrest.  The source notes a "major reshuffle" is to be expected, effectively resulting in a brand new Cabinet.  Kosor was to resolve certain issues within the party during the weekend, as some HDZ members want certain ministers to stay at their posts.  Allegedly, Kosor already made it clear to Suker that she wants him to leave due to the unsatisfactory budget proposal for 2011 and his embarrassing testimony in the INA oil company case, when he admitted having signed a delicate document without reading it first.

The source claims Suker is supported by those afraid that it will be their turn next if Suker’s head rolls, as no one feels safe after the Sanader affair.  Kosor should consider the influence of the ministers within and outside the party when making her decision, and if she does, Milinovic and Kalmeta will probably remain as they are both strong in HDZ’s 9th election unit, which has the biggest number of HDZ voters.  However, it does not guarantee them complete safety from the reshuffle, as much depends on Sanader's testimony and who he incriminates.  Matulovic-Dropulic, Biskupic and Vukelic are said to want to leave the Cabinet themselves.  During his career Biskupic was very close to Sanader, and Vukelic is already tied to various corruption affairs.  Matulovic-Dropulic, supported by the strong construction lobby, is allegedly tired of the "hot-cold" relations between Cabinet members.
Business/Economy
	INA Takeover Developments
	Retirement funds and Adris Grupa are to come forward with a counter offer to MOL in its takeover attempt of INA, topping its offer to small shareholders at HRK 2,800 per share.  Allegedly, the Government supports the counter offers, and is to meet with Adris, retirement funds and HANFA representatives on Monday.
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· VECERNJI LIST reports from an unnamed source that retirement funds with ownership stakes in INA will offer to buy out small shareholders which own 8% of INA stock, in an effort to thwart the takeover attempt by the Hungarian MOL oil company [[see MediaScan #3493, 3492]].  MOL offered to purchase the stock at HRK 2,800 per share, double its current market value.  Adris Grupa corporation of Rovinj is also interested in said shares.

Adris spokesman Predrag Grubic explains that the corporation is willing to work in favor of the Government to protect national interests, such as guard against the possible takeover of INA by MOL.  Also according to VECERNJI, both retirement funds and Adris are waiting for the Agency for Supervision of Financial Services (HANFA) to approve future trades of INA shares, as they are currently suspended.  HANFA confirms that trades will continue once the decision has been reached regarding applications by MOL and the Central Depository and Clearing Company (SKDD).  The decision is expected on Monday.

Following a week of silence, the Government has issued an online statement categorizing MOL’s takeover attempt of INA as hostile and Cabinet members are to meet with Adris and HANFA representatives on Monday.  The paper reports that Adris and retirement funds will offer small shareholders a price higher than MOL’s HRK 2,800 per share.  Economy experts estimate that INA trades will bring a boost to the Zagreb Stock Exchange (ZSE) and as much as HRK 100 million in extra solvency.  

	Zagreb Airport to Look for Strategic Partner
	The Zagreb Airport has announced that it will seek a strategic partner in a concession project for the construction of a new passenger terminal.  The project is estimated at EUR 180 million and should finish by 2015, making Zagreb Airport the regional leader.  
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· At a press conference organized by the Government’s Commission on Tourist Season Monitoring and Preparation at the Zagreb Airport on Saturday, it was announced that the Airport will issue a tender in January 2011 inviting bids for strategic partnership via a concession, based on which a new passenger terminal is to be constructed by 2015.

Prime Minister Kosor pointed out that negotiations with potential investors have already begun.  Zagreb Airport CEO Tonci Peovic confirmed this, noting that the airports of Frankfurt, Munich, Zurich, Istanbul and Houston, among others, have already made contact with regard to strategic partnership.  Peovic announced that the strategic partner will be chosen in 2011 after several phases of evaluations.  

The construction of the terminal is to cost approximately EUR 180 million.  Although the project had been postponed some 15 years, Peovic points out that once the terminal is complete Zagreb will become the leading airport in the region.  Also in 2011, the Zagreb Airport expects a 6-percent increase in the number of flights compared to this year.  

	Agrokor Looking to US, EU for Expansion
	BLOOMBERG reports that Agrokor is to expand to the EU and US.  The company has done well amid recession and Moody's has upped its rating from 'stable' to 'positive' due to its positive business results.
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· BLOOMBERG business news and financial information website reports that Agrokor Group, the leading domestic retail conglomerate, sees opportunities for growth in the EU and the US, where it has a distribution deal with the Kroger retail chain.  The website lists Agrokor as the largest former Yugoslav company.
The site states that, during the recession, the company focused on increasing profitability, making a profit of HRK 19 billion in the first nine months of 2010.  In the same period, gross profit went up 10%.  Its income for 2009 was EUR 3.6 billion, placing it ahead of INA and the Slovenian Mercator supermarket chain.

European Bank for Reconstruction and Development (EBRD) agriculture sector banker Vedrana Jelusic explains that Agrokor is one of the few Croatian companies to have successfully implemented restructuring and expansion to foreign markets.  The EBRD has previously provided Agrokor with loans and has invested in the company.  Most recently, Moody's Investors Service rating agency has increased its rating for Agrokor from 'stable' to 'positive', due to its positive business results.  

	No Additional Taxes on Tourism in 2011
	On Saturday, PM Kosor stated that the Government will not introduce any additional taxes on tourism in 2011.  In 2010, she noted, the tourist season was extended throughout the year and estimates predict an even more successful 2011. 
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· At a press conference at the Zagreb Airport on Saturday, Prime Minister Kosor stated that the Government will not introduce any additional taxes on tourism in 2011.  She also pointed out that there is no longer any need to speak of the tourist season, but of the tourist year as a whole, as Croatia has become a year-round destination.

The press conference was part of a discussion organized by the Government’s Commission on Tourist Season Monitoring and Preparation, presided by Kosor.  The discussion was attended by Tourism Minister Damir Bajs and representatives of domestic airports and travel agencies.  Kosor thanked those in attendance for helping to extend the tourist season throughout the year.  According to estimates, she noted, the tourist season in 2011 will surpass that in 2010 in terms of success. 

Bajs boasted intensified air traffic, with November being the most successful month of 2010, recording 7.6% more arrivals from abroad than November 2009.  Association of Airports president Luksa Novak stated that the Zadar Airport recorded the greatest jump in arrivals – 30% since 2009.  Croatia Airlines national airline CEO Srecko Simunovic announced that the company is starting new partnerships with travel agencies and will introduce several new destinations to its portfolio.

In our texts, we often provide references to issues of MediaScan in which more background to the current stories can be found.  If you wish to check such a reference but are missing the issue in question in your files, please let us know and we will e-mail you a backup copy.  This service is free of charge to our subscribers.
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