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SMITH ENRON 

1. (SBU) REPRESENTATIVES OF SMITH-ENRON CALLED ON THE 
AMBAASADOR SEPTEMBER 18, TELLING HER THE COMPANY IS CLOSE 
TO A SETTLEMENT WITH THE DOMINICAN STATE-OWNED 
ELECTRICITY COMPANY (CDE). THE PARTIES ALREADY HAVE A 
DRAFT SETTLEMENT WHICH WILL BE NEGOTIATED BETWEEN SMITH­
ENRON PRINCIPALS AND CDE ON SEPTEMBER 19. SMITH-ENRON 
HOPES ARBITRATION CAN BE POSTPONED -- AND ULTIMATELY 
AVOIDED -- IF A SETTLEMENT IS ADOPTED SEPTEMBER 19. 
SMITH-ENRON CREDITED RECENT PRESS CRITICISM TO CDE'S 
ENEMIES. "CDE IS UNDER ATTACK, SO WE ARE UNDER ATTACK, 11 

THEY TOLD THE AMBASSADOR. THEY GRANTED THAT RECENT 
PROBLEMS WHICH TOOK THEIR PLANT OFF-LINE FOR NEARLY A 
WEEK COULD NOT HAVE COME AT A WORSE TIME. THEY EXPECT 
ANY SETTLEMENT TO GO BEFORE CONGRESS FOR APPROVAL AND 
EXPECT A TOUGH FIGHT. AFTER A LONG PERIOD OF 
DISAGREEMENTS, THIS WILL PUT SMITH-ENRON AND THE 
GOVERNMENT ON THE SAME SIDE OF THE FENCE. THE GOVERNMENT 
MAY BE LOOKING AT THE EVENTUAL SMITH-ENRON DEAL AS A 
MODEL FOR FUTURE SETTLEMENTS. 

LIZ CLAIBORNE CEO WANTS EXPANSION IN DR 
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2. (SBU) IN MEETINGS WITH PRESIDENT LEONEL FERNANDEZ 
AND AT LOCAL PLANTS DURING A THREE DAY STAY IN THE 
DOMINICAN REPUBLIC, LIZ CLAIBORNE CEO PAUL CHARRON 
EXHORTED DOMINICANS TO PRODUCE HIGHER QUALITY APPAREL. 
CHARRON SAID CLAIBORNE WOULD LIKE TO EXPAND OPERATIONS IN 
THE DOMINICAN REPUBLIC, CURRENTLY THEIR SECOND LARGEST 
SOURCE OF GARMENTS AFTER THE PEOPLE'S REPUBLIC OF CHINA, 
BUT THE INABILITY OF DOMINICAN PLANTS TO MANUFACTURE MORE 

DECONTROLLED/UNCLASSIFIED 



DECONTROLLED/UNCLASSIFIED 
EXPENSIVE, HIGH NEEDLE CONTENT CLOTHES PRECLUDE SUCH 
EFFORTS. CLAIBORNE PLANS TO LEAD A DELEGATION OF 
DOMINICAN PRODUCERS TO CHINA THIS FALL, HOPING THAT 
DOMINICANS CAN EMULATE THE HIGH-NEEDLE OPERATIONS OF 
THEIR CHINESE COMPETITORS. 

INTERAMERICAN COMMISSION TO HEAR NARCISO CASE 

3. (C) THE INTERAMERICAN COMMISSION ON HUMAN RIGHTS 
(ICHR) WILL HEAR TESTIMONY ON THE NARCISO GONZALEZ CASE 
IN WASHINGTON ON MONDAY, OCTOBER 6. GONZALEZ DISAPPEARED 
IN 1994 AFTER WRITING AN ARTICLE CRITICAL OF THE 
GOVERNMENT OF FORiv:IER PRESIDENT JOAQUIN BALAGUER. FIVE 
MEMBERS OF THE TRUTH COMMISSION AS WELL AS A 
REPRESENTATIVE OF THE FERNANDEZ ADMINISTRATION WILL 
TRAVEL TO WASHINGTON TO TESTIFY. CLAUDIO GROSSMAN, DEAN 
OF AMERICAN UNIVERSITY LAW SCHOOL AND AN ICHR MEMBER, 
ESTIMATES THAT THE INTERAMERICAN· COMMISSION WILL TAKE UP 
TO A YEAR TO RULE ON THE NARCISO CASE. LUZ RAMIREZ, WIFE 
OF PROFESSOR GONZALEZ, TOLD US THIS WEEK THAT THE TRUTH 
COMMISSION NOW BELIEVES THAT 10 TO 15 PERSONS -- INCLUDING 
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HAVE KNOWLEDGE OF THE DISAPPEARANCE. 

NEW BUS FLEET STALLED BY CORRUPTION CHARGES 

4. (U) SIX COMPETITORS FILED SUIT AGAINST THE VIAMAR 
COMPANY, WHICH IS PROVIDING 300 BUSES TO THE GODR. THE 
COMPANIES CLAIM THAT VIAMAR WAS AWARDED THE CONTRACT 
THROUGH FAVORITISM, A VIOLATION OF ARTICLE 8 OF THE 
CONSTITUTION. THE BUSES ALLEGEDLY SPORT FEWER FEATURES 
THAN THE CONTRACT CALLED FOR, SUCH AS MANUAL INSTEAD OF 
AUTOMATIC TRANSMISSION AND TOO LITTLE HORSEPOWER. 

LOTTERY SCANDAL 

5. (U) DOMINICAN PROSECUTORS AND JUDICIAL OFFICIALS ARE 
INVESTIGATING THE FRAUDULENT CONVERSION OF US$6.5 MILLION 
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FROM THE NATIONAL LOTTERY. SUSPECTS INCLUDE HIGH LEVEL 
POLICE AND ARMY OFFICIALS AFFILIATED WITH THE LOTTERY AND 
JESUS ANTUN BATLLE. ANTUN IS THE SON OF THE EX-DIRECTOR 
OF THE LOTTERY AND THE BROTHER OF THE POLITICAL SECRETARY 
OF THE SOCIAL CHRISTIAN REFORM PARTY (PRSC) . 
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AMEMBASSY PORT AU PRINCE 
SECSTATE WASHDC 7052 
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PRISON REFORM? 

6. (U) RECENT PRISON RIOTS HAVE FOCUSED ATTENTION ON 
DOMINICAN PRISON CONDITIONS. CURRENTLY, THERE ARE OvER 
11,800 PRISONERS IN THIRTY PRISONS WHICH HAVE A CAPACITY 
OF 6,600. EIGHT-FIVE OF PRISONERS ARE IN PRE-TRIAL 
STATUS WHILE ONLY 15ARE SERVING SENTENCES. LACK' OF 
ACCESS TO THE JUSTICE SYSTEM AND INADEQUATE FOOD AND 
HEALTH SERVICES COMBINED WITH DEFICIENT PRISON SECURITY 
HAVE CREATED A VOLATILE SITUATION THROUGHOUT THE PRISON 
SYSTEM. PRESIDENT FERNANDEZ HAS PLEDGED U.S. 7 MILLION 
FOR THE CONSTRUCTION OF NEW PRISONS. LISTIN DIARIO, 
SANTO DOMINGO'S LEADING NEWSPAPER, WILL SPONSOR A 
CONFERENCE IN OCTOBER ON DOMINICAN PRISON PROBLEMS AND 
SOLUTIONS. 

ELECTORAL REFORM 

7. (U) IT APP?ARS THE DOMINICAN CONGRESS WILL SOON VOTE 
ON THE ELECTORAL REFORM BILL ORIGINALLY PUT FORWARD BY 
THE CENTRAL ELECTORAL BOARD (JCE) . CURRENT AND FORMER 
JCE MEMBERS AND KEY CONGRESSIONAL CONTACTS HAVE SAID 
PUBLICLY OR TOLD US IN PRIVATE THE BILL SHOULD PASS WITH 
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FEW CHANGES, BUT THAT IT WILL NOT TAKE EFFECT UNTIL AFTER 
THE 1998 CONGRESSIONAL AND MUNICIPAL ELECTIONS. 
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