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BUYOUT OF LIBYA'S SHARES IN THE COMPANY. GOVERNMENTS OR
FIRMS IN ADDRESSEES ARE CREDITORS OF LIBYA. DURING PAST

YEAR AS LIBYAN OIL REVENUES HAVE DECLINED SUBSTANTIALLY,

LIBYA HAS SLOWED DOWN OR HALTED PAYMENTS TO ITS CREDITORS
OR SOUGHT TO MAKE PAYMENT IN KIND WITH CRUDE OIL.

3. ACTION REQUESTED: DRAWING ON TALKING POINTS PROVIDED
BELOW, AMBASSADOR OR DCM SHOULD MAKE DEMARCHE WITH
APPROPRIATE HOST GOVERNMENT OFFICIALS. PLEASE REPORT
HOST GOVERNMENT REACTION TO THIS DEMARCHE AS WELL AS
CONTINUING REPORTS ON ACTIONS OF CREDITORS OF LIBYA TO
REDUCE THEIR OUTSTANDING LIBYAN CREDITS.

4. TALKING POINTS:

-- (FOR NEW DEHLI, COPENHAGEN) THE U.S. GOVERNMENT IS
DETERMINED AT THE HIGHEST LEVELS TO COMBAT
STATESPONSORED TERRORISM.

- LIBYA IS ONE OF THE WORST OFFENDERS, A COUNTRY WHOSE
RECORD OF SUPPORT FOR TERRORISM AND FOREIGN INTERVENTION
IS AS LONG AS IT IS HEINOUS. THE TOKYO SUMMIT
PARTICIPANTS AND ALL MEMBERS OF THE EC AGREE THAT WE
CANNOT HAVE NORMAL RELATIONS WITH A COUNTRY LIKE LIBYA
WHICH SUPPORTS TERRORISM.

-- (ALL ACTION ADDRESSEES) WE HAVE LONG SOUGHT TO MAKE
LIBYA PAY A PRICE FOR ITS SUPPORT OF TERRORISM.

-- IN THIS CONNECTION, THE ITALIAN AUTOMOBILE FIRM FIAT
JUST ANNOUNCED PURCHASE FOR CIRCA $3.1 BILLION OF LIBYA'S
FORMER 16 PERCENT SHARE IN FIAT. THIS RESULTED IN A
SIGNIFICANT JUMP IN LIBYAN RESERVES AS THE $3.1 BILLION
IS EQUIVALENT TO A TWO-THIRD ADDITION TO LIBYAN ADDITION
TO LIBYAN FOREIGN EXCHANGE RESERVES AND PERHAPS 60 80
PERCENT OF LIBYA'S PROJECTED OIL REVENUES FOR THIS YEAR.
THIS MAJOR IMPROVEMENT IN LIBYA'S RESERVES, UNDERCUTS
LIBYA'S ASSERTION THAT IT CAN ONLY PROVIDE  ITS CREDITORS
WITH CRUDE OIL SHIPMENTS AS PAYMENT IN KIND.

-- TO LESSEN QADHAFI'S ACCESS TO READY CASH WITH WHICH TO
FINANCE HIS TERRORIST SPONSORED ACTIVITIES, WE URGE
ADDRESSEE GOVERNMENTS TO REQUEST THEIR CREDITORS OF LIBYA
TO MAKE A RENEWED EFFORT TO SEEK CASH PAYMENTS FOR
OUTSTANDING DEBT OR ARREAGES ON CONTINUING CONTRACTS.
SHULTZ

*% END OF CABLE *%*
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