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DRAFT CABLE - SATGON - PHNOM PENH g /| 5 sa.py»
SUBJECT: Ailr Services Contract

REF; (A) SAIGON %'fe% SATGON|  ; (C) STATE Lk

(D) PHNOM PENH

ABIB. - o
?FO?«EHEPP%}E’EI:'FEDYSURB PROMPT AND THOROUGH RESPONSES; ESPECIALLY REF (B)

QUOTING THE PRIME MINISTER'S LETTER WHICH CLEARLY SETS FORTH GVR .
| POLICY WITH'RESPECT TO THE FUTURE ROLE OF FOREIGN CARRIERS IN THE ?ROVISION

.. OF AIR TRANSPORTATION. SERVICES IN SOUTH VIETNAM

2- UNDER THE CIRCUNSTANCES1 WE WILL CONPLY FULLY WITH GVN POLICY
TO USE AIR VIETNARN AS PRIME CONTRACTORS WITH CASI AS SUBCONTRACTOR1
- AS RLGUIRED- IN ACCORDANCE wITH ATID POLICY AND VIETNAMESE LAMx‘

VIETNAMESE
PAYMENT OF CONTRACTS WITH INDIGENOUS/FIRMS MUST BE IN LOCAL CURRENCY

PAYMENT FOR AIR SERVICES PROVIDED FOR USAID, CONGEN AND SAAFO NILL SE
FROH THE USAID TRUST FUND. PAYMENT FOR AIR SERVICES PROVIDED FOR
OTHER U.S. AGENCIES ARE TO BE MADE AVAILABLE FROM NON-USAID TRUST
FUND SQURCES. OPERATIONS QF ANOTHER AGENCY INVOLVED WILL REQUIRE THAT
FLIGHTS AND AIRCRAFT FOR SUCH OPERATIONS WOULD BE MANNED BY CASI
PERSONNEL ABLE TO INSURE REQUIRED SERVICES IN TERMS OF AiR SAFETY,
SECURITY, AND SCHEDULE RELIABILITY. WHILE THE SUB-CONfRACTfNG
ARRANGEMENT AIR VIETNAM NEGOTIATES WITH CASI WITH RESPECT TO DOLLAR
AﬁD/OR LOCAL.CURRENCY REIMBURSEMENT IS PRIMARiLY THEIR CONCERN, WE
ARE WILLING TO ASSIST AIR VIETNAM IN DEVELOPI? G SUB-CONTRACT TERMS
ACC;PTA3LE TO ALL PARTIES, WITH PARTICULAR REFE?ENCE TO OTHER AGENCY

OTHER THAN CONGEN AND SAAFO.
REQUIREMENTS. INASMUCH AS NON-AID USERS/DO NOT HAVE ACCESS TO AID'S :
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TRUST FUND, IT FOLLOWS THAT THEY NfLL BE REQUIRED TC PURCHASE LOCAL
’CURRENCY WITH DOLLARS TO MEET THEIR SHARE OF CONTRACT EXPENSE. .THE |
© GYN MAY NELL WISH T0 EARMARK THE FORﬁIbN EXCHANGE SO GENERATED FOR
AIR VIETNAF REINBURSEMENT TO ITS SUB CONTQACTOR CASI. THE FOREGQING
‘ bMATTERS SHOULD BE INVESTIGATED SG THAT THEY MAY BE DISCUSSED WITH THE

f;:T'Arn/w NEGOTIATING TEAM IN ORDER THAT ALL NECESSARY CONTRACTUAL
'<~{fARRANGEMENTS CAN BE Accomersuzo

3. IN PARA 4, REF (A), YOU POINT OUT THAT UNANINOUS OPINION OF THE

""" TECNICAL STAFF CONCERNED WITH AIR TRANSPORTATION SERVICES FAVORS A
. “DIRECT CONTRACT WITH CAST, ALTHOUGH YOU CONTINUE TO FAVOR AN AIR VIETNAM
" CONTRACT FOR POLITICAL REASONS STATE/AID uzcrsron OUTLINED PARA 2 BASED

" UPON FOLLOWING: (1) LOCAL CURRENCY ARRANGEMENTS OUTLINED PARA 2 OGVIATE
"~ TRUST FUND NEGOTIATION PROBLEM, (2) THE NEGOTIATION OF A LOCAL CURRENCY

* CONTRACT WITH AIR VIENTNAM ELININATES THE PROBLEMS THE USG WOULD HAVE
"IN NEGOTIATING A SOLE SOURCE DOLLAR CONTRACT WITH AN AMERICAN FIRM AS
' MENTIONED IN REF (C), AND (3) THE GVN S FIRM ENUNCIATION OF ITS POSITION

' REGARDING AIR VIETHAM.

- 4. HE €BACUR WITH THE POSITION TAKEN IN REF (D) AND PARA 7 OF REF (A)
THAT A SINGLE CONTRACT BE NEGOTIATED WITH AIR VIETNAM/CASI FOR AIR
" TRANSPORTATION SERVICES IN SUPPORT OF BOTH VIETNAM AND CAMBODIA. §§P
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5. Due to timing constraints involved, we Soula inmediately undertake

. action to contract with Air Vletnam and request that the follorwmg
steps be taken:

A. Saﬁgon draft a response to the Prime Minister's letter which would

‘ 'advise the Prime Minister that the USG is prepared to move forward

w.Lth an air sexvice contract m.th AJ.r VJ.etnam, with AID as the USG

' ccmtractmg agent. 'I‘his response should cleally state that services
provided for USAID, CO\IGEN and SAAFO will be paid for with piasters
provided from the USAID trust fund account, and that payment for oth._r -
‘services mll ke . QTHFR So”gcu_ ‘Please provide
Washington with a copy .of your response; -

B. Washington will advise intarested air sewioé contractors that

the VJ.etnéun in~ country air service requirements will be met by Air
Vietnam. i ' .
.C. AID/Washington will ‘dispatch a contract negotiaﬁing team which

Wlll go to Saigon to (1) coordmate with pm:nective users of suaject

services, :mcludmg USAID, SAAFO, OON‘GL'I\I, and DAO, in Vietnam

and USAID, D30 and MEDTC in Cambodia, to review their estimated
requirements fof FY 1976 so that final figures can be préviﬂed_ Air
Vietnam, (2) hold discussions with Alr America and SRAFO/MS representatives
in oxder to effect an orderly transition from the current: Air America |
contract AID/sa-C-1029 to the new contract with Air Vietnam, these

discussions to include, among other items, -deterrri_ini.ng what facilities,
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equirment, and materials owned by Air Améz;‘ica,‘ the USG and the GUN _-

| will be provided to Air Vietnam or their sub—oontractor, (3) work with
USG zuditors and financial management persdnnel to establish acc_eptabie
pay:;\ent' procedures and {4) n@o’é_iate and eicecute a oontract wiﬂi Alr .

. Vietnam for the required services. Because of the short time remaining

_ before July 1, when A:Lr Vietnam 'is to assume air ope.ratlons respons:.bxli‘y

" from Air America, it is considered necessaxy that the fo:egoing actions

. be pmrptly initmated Accordmgly, Arthur Bjorly}' e, the AID/W

Contracting Officer, is pla:ming to leave for Sa].gon early next week,
.to be joined shortly hiareafbet by the Gc representat:.ve. Please -

arrange for necessary M:.ss:.on and Country clea.rances.
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