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¥
1. {C} SUMMARY. THE USGC AND U.S5. FIRM 1
E;;;;;;;JWERE PULLED INTC THE GROWING W
CNE RELATED TO PERU’ & FOREMER L[E FACTO
INTELLIGENCE CHIEF VLADIMIRC MONTESINOS WITH THE
RELEASE OF YET ANOTHER OF HIS VIDEOS JANUARRY 24 (REF
A). IN THE 1958 VIDEQ, MONTESINOS PRESSURES A SUFHEME
COURT JUSTEICR TO VOUE FOR IN & DISPFUTE WITH
FRENCH FPARASTATAT, BRGM, CLATMING USG SUFPORT FOR THE
LERU-ECORDOR FERCE FROCESS IS AT STAEE. THE JUDGE,
WHC DID CAST THE DECIDING VOTE IN FAVOR OF
(REF B), HAS FURLICLY DENIED HE DID S0 AS |, DE
FRESSURE FROM MONTESINGS. THE AMBASSADDR MADE CLEAR
ON JANUARY 25 THAT USG RESPRESENTATIONS TO TIIE GOPR ON
THE CASE HAR BEEH AIMED OMLY AT ENSURING A FAIRE TRIAL
CONFIDENTIAL

PAGE .03 LIMA 00658 01 OF 03 0516262
AND THAT MO LINE HAD BEEN MADE WITH SUPPGRT FOE THE
PERU-ECUADOR PEACE PROCESS, THE FRENTH AMBRESATIOH TO

PERU HAS BACZED OFF INITIAL SUGGE E VIDED
MIGHT LEAD TO LEGAT ACTION, BUT &
'"“f‘" MADE PAYOFES B CASH.

VE FRIVATELY TOLD US THAT THEY
AND THEIR PERU?IAH PARTHERS AND LAWYERS COMFLIED FULLY
WITH THE FOREIGN CORRUPT PRACTICES ACT. AS A RESULT
OF OUR RAPID RESPOMESE TO THE ALLEGATIONS AND A DAILY
DIET OF OTHER NEWS RELATED TCO ELECTIONS AND MONTESINGOS
CORRUPTION, INTEREST IN THE STORY HARE WANED. A FINAL
AGREEMENT AMONG ALL THE PARRTIES TO THE DISPUTE SIGNED
IN DECEMBER 2000 AFPPEARS TO RULE QUT LEGAL ACUTICON.
MOREQVER, THE ALLEGATIONS AGAINST THE U.&5. FIEM AHD
THE JUDGEE LACK CEEDIBILITY, AND THE OUTCOME OF A
RELATED DISPUTE SUPEORTS CUR EELIEF THAT THE CASE WAS
DECIDED ON ITS MERITS. END SUMMARRY.

—_—— e e e e e S A A M — -

2. (SEW) : WHO HAPPENED TO BE
IN PERU WHEN THE VIDEQ WAS RELEASED, BRIEFED THE
AMBASSADOR OM THE CASE JANURRY 26. |

L_ | ONE QF LATIN AMERICA'S LARGEET
WITH PROOUCTION OF 1.77 MILLION QUNCES OF GOLD (AND
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1.54 MILLION OUNCES OF SILVER) IM 20400. {NOTE: THE

, WORLD BANWK'S PRIVATE EECTOE ARM, THE IWTERNATICNAL,
FINAMNCE CORPORATIOM, ALSO HAS & 5% ETAKE IN THE MINKE.

CONFIOENTIAL
PAGE 04 " LIMA D0D658 01 OF 03 051626%
ENDE HOTE.) IN 1993, BEFOQRE THE MINE WENT INTO FULL-

SCALE PRODUCTION, |

3. (sBU) | | ToOK THE CASE TO R4
IiM PERI] M1 add.

WON AN INITIAL INJUNCLION BLIID"I_-I'—I{NG THEM
TO CONTINUE QPERATING THE MINE AND LOWER COURTS
SUBSEQUENTLY RULED THAT THEY BAD THE RIGHT TO EFURCHASE
mmm, 2KD THAT THE PREEMPTIVE RIGHTS WERE - :
D WHEN ANNOUNCED ITS INTENTION TO SELL IN R ;,LJ& oo
JAWNUARY 1993, THE TTER RULTNG HAD THE EFFECT OF &‘ :
SETTING THE PRICE FOR STAKE AT $108 MILLION, A
FRICE THAT %w 2 BARGRIN {(THE 5AME
STAKE IS WOR IT 4500 MILLIOWN TODAY). THROUGHOUT
THE PROCESS, |

]
L — | BUT WERE REEUFFED.

4. (C) IN SEP'TEMBER 1997, MUCH TO | SURERIGE, " B4
THE SUPREME COURT ACREED TO HEAR THE CAGH. | |SAID R4. B6
THAT IT WAS AT THIS POINT THAT B1. R4

e a

|
| | AND THAT THEY EQUCHT USGz ASSISTANCE IN

EBAGE 05 LIMA 00658 01 OF 0516265
P s
BAGE 01 LIMA 00658 D2 OF 03 (516472

ACTION WHA-OQQ

n/a

UNCLASSIFIED




UNCLASSIFIED

-.,; — Pageu 1

nfa
Case Number: ZQ01028%7

INFQ LOG-00 NP-0J AID- 00 C=A-01 CIAR-00 SMEC-00 CIME-GO
INL-00 OINT-00 DODE-00 DOEE-00 SEPP-00 D5-00 EB-00

EUR-00 EXiM-01 E-00 VE-00 FEE - G0 H-01 TEDE-00

INE- G0 ITC-01 L-09¢ VCE-GO0 AC-01 N3AE-00 HNSCE-{0

OES-01 QIG-03 oMB - 01 OPIC--01 PA-GO PZ .01 BM- 00

DRE-00 ACE-OO0 B-00 Sp-00 250-00 STR-00 USIE-{QO

PME- (0 DSCC-00 DRL-02 G-00 NFAT-00 SAS-00 SWCI-Q0
F0lanw :

—————————————————— C10Ds68 051629Z /38
R D51625Z FEE (1
F¥M AMEMBEASSY LIMA
TO SECSTATE WASEDC 2574 .
IHNFO DEPT OF TEEASURY WASHINGTOW DC
UEDOC WASHDC
AMEMEASSY BOGOTA
AMEMBASSY CARACAS
AMEMEARSEY LA PAZ
AMEMEASSY QUITO
AMEMELSEY SANTIAGD
AMEMBLSSY SANTO DOMINGD
AMEMEASSY PARIE

_ SECTION 02 OF (3 LIMA 000658 -

PAGE G2 LIMA Q0658 02 OF 03 (R1G27E

STATE FOR WHA/AND, WHA/EPSC, EBR/OIA, EB/CRA, EB/ESC
TREASIURY FOR CASTA

COMMERCE FOR MAC/ITA/SSMITH

DEpPT pazS THT/USGS/RESTON FOR AGURMENDI

DEPT PASS OFIC FOR J BRACHE

B.0. 12988: ORECL: 02701711
TA35: REINV, EMIN, P3OV, PE
SUBJECT: Us&E, U.5. INVESTOR IN PERU BRIEFLY CAURHT UP
IN MONTESINGS ALLECATIONS

ENSURING THE PROCESS WAZ2 FRIR AND TRAMSPARENT. | Bl B4

| THE FIVE-
JUDGEE FANETL: RULED TN JENUARY 1298 3-2 IN FAVOR OF
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| UNDER PERUVIAN LAW, FOUR JUSTICES MUST AGREE TO
THE FINAL RULING, S0 A SIXTH JUDGE WAS SELECTED. SHE
RULED IM FAVOR OF MAWTMG IT NECESSARY 'ID

. SBLECT A BEEVENTH . T Was THIS JUDGE, JAIME
BELTRAN QUIROGA, WACM MONTESINOS PRESSURED AND WHO
ULTIMATELY DECIDED THE CASE IN FAVOR CF | | IN MAY

19%8. | REACHED A FINAL
SETTLEME i k MBER 2000.

o e i AR W R N R M RN N Em Em RN M S Em e M M M M Er M W T — — — —

VIDES CALLES {COURT DECIWIDN

FAGE 03 LIMA 00658 02 OF 03 O51627Z

5. {U} THER RELEASE OF THE "VLADIVIDEO" ON JANUARY 14
INITIALLY ADPEARER TO CALL INTO QUESTION THE VALIDITY
OF THE RULING IN[____ |FAVOR. RECORDED ON MAY 19,
199E~-THE DAY THE EELTRAN’S DECISION WAS RELEASED--IT
SHOWS MONTESINOS PEESSURING BELTRAN TO RULE IN

FAVOR. ASSURING BELTRAN THAT HE IS5 NoT
TRYING TQ IMPOSE A DBECISION, MONTESINOS HOMETHELESS
STRESSES THAT THE (ASE HAS BECOME A MATTER COF STATE
AND THAT EIS DECISION MUST BE ONE THAT PROTECTS PERU'S
NATIONAL INTEREST. MONTESINOS EXPLAINS THAT U.S.
SUPPGET FOR THE PERU-ECUADCE PRACE FROCESS MIGHT BE IN
JEOPARDY AND ASSERTH THAL WASHINGTON OFFICIALS WEERE
PRESSURING PRESIDENT FUJIMCRI DIRECTLY, QUESTIONING
WHETHER TEE FRENCH WERE WORKING TO TUEN THE DECISION
TN THETR FAVOR. MONTESINOS GOZS ON TO SUSGEST TEAT HE
MIGHT GBET BELTRAN A BETTER POSITION ONCE HE'S MADE THE
DECISION.

. (SBI) THE EVENING OF JANUARY 24, FRENCH AMBASSADOR
BLANCZ APPEARED ON A LOCAL NEWS SHOW BROCLAIMING, "NIW
T ENOW WHY | | WON. "  FOLLOWING HIS
INITTIAL PUBRLIC OUTRAGE, HOWEVER, BLANC2Z BACKED OFF,
NOTING THAT A SETTLEMENT HAD BEREN SIGNED AND STATING
THAT RELATIONS BETHEEN | WERE NOW GOCD.
oM. JANUARY 29, |
CAiLED A LOCAL TELEVISION STATION FROM FRANCE. HR

ACCUSED
DF SOLICITING A 350,000 BRIBE 7O RESOLVE THE
E ru[:::::]FAVDR AND SUGGESTED THAT A %£.2 MILLICN

ifa
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PAYMEMNT FROMI | TC THEIR PERUVIAN LAWYER MUST
HAVE INCLUDED FUNBS FOR BRIBES.

—_————— e e e e e e e — — — — ———— —— — — —— m —————

7. {U) IN THUE WaKE OF THE ALLEGATIONS, BELTRAN
CATEGORICALLY DENIED THAT HE HAD GIVEN IN TCO PRESSURE
FROM MOMIESINOS, STATING THALT THE CASE WAS A CLEAR ONE
O ITS MERITS. HE AILSO ASSERTEDR THAT HE HAD MADE HIS
DECISION BEFORE MONTESINCS CONTACTED HIM, AN ASSERTION
SUPRORTED BY THE FACT THAT THE RULING WAS RELEASED THE
DAY THEY SFOKE: THERE IS USUALLY A GAF OF THO OR THREE
DAYS BETWEEN & JUDGEE SUEMITTING HIS RULING aND ITS
FIBLICATTON. THE AMBASSADNOR TOLD LOCAT. PRESS JANUARY
25 THAT THE USG HAD NEVER MADE ANY LINKAGE BETWEEN THE

CASE ANIX SUPPORT FOR THE PERU-ECUADOR PEACE

. HE EXFLAINED THAT USG REPRESENTATIONS WERE
COMMON IN SUCH CAGES, BUT ALWAYG AND ONLY TO ENSURE A
FAIR TRIAL EABED ON THE MERITS OF THE CASE.

8. !SBU]i
a7 K TED ANY IMPROPER

ACTION IN THE CASE, HE SUGGESTED THAT RELEARSE OF THE
VIDEO MIGHT HAVE BEEN PART OF AN EFFORT BY A
PRESFIDENTIAT. CRENRIDATE, WHOM HE REFUSED TO HaME, TO

. coios
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CREDIBILITY. | [HAS B4

UNDERMINE |
REMAINED OUT OF THE SPOTLIGHT. [ | - : E4. BG
i HAVE MADE CLERR TO US, HOWEVER, ’

THAT THEY WERE CRREFUL TO INETRUCT THEIR PERIVIAN
LAWYEES ARCUT THE NEED TO FOLLOW THE FOREIGH CORRUPT
PEACTICES RACT. THEY ACKMNOWLEDGCED THAT, FOLLOWING
SETTLEMENT OF THE CASE, THEY MADE A LARGE PAYMENT TO
THELR LAWYER BASZELD O THEIR 15922 (CONTRACT. BUT THEY
SAID THEY {laD ENSURED THAT NOWE OF THE FUNDS WOULD GO
FOR EAYMENTS TO THIRD BARTIES AND HADL NO REASQON TO

 BELIEVE THAT THEIR LAWYEER HAD PAID BEIBES. | \ RS
_ BUT FLATLY DENIED HIS
ALLEGATIONS—I'NG-], SEY HE CUT SHORT THE MEETING WHEN
| “RECAME APPARENT. B&
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COMMENT: S5TILL APFEARS CASE WhS DECIDED ON MERITS
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9. () WITH ELRCTION-RELATED NEWS AND A STEADY STREAM
OF REVELATIONS REGARDING MONTESINOS-RELATED
CORRUPTIGN, THE STORY APPEARS TO HAVE RUN ITS COURSE.
THE ALLEGRTIONS HGAIHST;EE:;;;:;?PEEER TO HAVE LITILE R4
CREDIBILITY, AND OUR QU TEGORICAL RESPONGE

SEEMS TO HAVE PUT TO REST THE SUGHESTION THAT THE USG
IMPROPERLY INFLUENCEDR THE QUTCOME.

10. (C) BS A RESULT OF THE VIDEC, QUESTIONS WILL
LIKELY REMAIN ABOQUT BELTRAN’S MOTIVES FOR RULING TN
FAVOR DF[:;%£:;;;] MONTESINCOS UNDOUBTEDLY TRIED TO R
INFLUENCE E, MISREPRESENTING U.S. INTERESTS IN

THE FROCESS. THAT SAID, IT STILL APPEARS THAT THE
CASE WAS DECIDED ON ITS MERITS. SUPPORTING THIS
CONCLUSION IS 'THE DECISTCN IN A RELATED CASE BETWEEN
| OVER OWNERSHIP B4
OF HER MINING I | |
[ — | WENT 70 IHTERNATIUNAL
AREITRATION THROUGH THE INTERMATIONAL CHAMBERS OF
COMMERCE TO RESOLVE IDENTICAL QUESTIONS OF PREEMPTIVE
PURCHASE RICHTS. THRE PAMEL OF THEEE ARBITRATORS -~

WHICH INCLUDED A FRENCH NATIOMNAL--FOUND 1N
, FAVOR IN JUNE 199%. MOUREQVER, THE CASE Rd
APDERRS TU SUPPORT INDICATIONS THAT{ ] B4

REPRESENTATIVES WERE FREPARED TO GO TC EXTREME LENGTHS
TO0 SECURE A FAVORABLE OUTCOME. LOCAT PRESS ACCOUNTS

HAVE REPORTELD THE PANEL'S CRITICISM OF BEHAVICR - B4
IN THE CASE, CITING, INTER ALIA, "THE MADE BY
THE PLAINTIFF'S LEGAL REPRESENTATIVES AGRAINST B4
LEGAL EXPERTE F TESTIFYING AGAINST THE INTERESTS OF

THEIR OWM COUNTRY." .lllllll.llllr

PACGE (4 LIMAR {0658 03 OF 03 0b16272

HAMILTCHN

<< END OF DOCUMENT o=

UNCLASSIFIED

. —————— e =



