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The law firm Pellerano & Herrera is pleased to present this legal
guide to all companies and persons interested in doing business in
the Dominican Republic.

The information contained herein has been obtained from reliable
sources and is offered on the basis of three main criteria: significance,
actuality and relevance.

This document has been conceived to serve as a guide to potential
investors wishing to do business in the Dominican Republic, in order
to provide them with useful information about the country, the reform
process that has been taken place in the last years, and the excellent
climate for investment currently prevailing in the country.

Furthermore, the information contained herein will enable the reader
to identify the investment opportunities that the various economic
sectors have to offer, while getting acquainted with the legal
framework that will apply, not only to its investment and business
activities in the country, but also to its eventual stay in the country
as a foreign person.
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FOREWORD
A place to invest ... The Dominican Republic

A set of questions always precedes the decision to invest. The answers to such questions are actually what form the
basis to the taking of any final decision.

To invest in the Dominican Republic is not a difficult decision to make. Any investor will find that most, if not all, of the
questions that he may ask can be answered in a favorable light leading to such a step.

There is no doubt that the Dominican Republic is a country that is progressing and moving forward. Figures and facts
show that for more than half a century the country has in every aspect been steadily growing and moving forward.

A close look to economic indicators shows that this growth has been sustained and that, when there have been short
recession periods the Dominican economy has always recovered with even more dynamism. It shows furthermore the
substantial structural and functioning changes that the Dominican society has been going through.

Among the main changes experienced by Dominican society are the following:

• From being a largely rural society it has been transforming into an urban society.
• From being a society based on agricultural production, it has been changing into a society based on services.
• From being an isolated society it has been developing to a particularly open and cosmopolitan nation.

The Dominican Republic is a country that stands out for the climate of political stability and social peace it enjoys, and
for the warmth with which it opens its doors and heart to those who come to visit it.

It is a country full of opportunities that, recognizing the significance of foreign investment, has put together the conditions
to make it attractive, productive and profitable. Furthermore, in the Dominican Republic the investor will find an incredibly
wide range of competitive advantages, such as closeness to target markets and suppliers of raw materials, good
quality of telecommunications and availability of competent and qualified human resources.

The Dominican Republic is proud to have a vast and successful history with foreign investment. It values it, promotes
it, welcomes it and protects it. An irrefutable proof thereof is the positive experience that for already more than three
decades Dominican free zones have been enjoying.

Such facts enhance the meaning of what has been said in this regard, and provide the main argument to affirm with
authority that investing in the Dominican Republic is a right and wise decision.
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JUDICIAL BRANCH

The Judicial Power is in the hands of the Supreme Court of Justice and the other judicial courts established under the
Constitution and the laws. It has administrative and financial autonomy.

The Judicial Power is charged of administering justice in order to ensure the respect, protection and supervision of
rights recognized under the Constitution and laws.

Its higher organ is the Supreme Court of Justice, which is composed of 16 judged appointed by the National Council of
Magistrates, an entity created by the constitutional reform of 1994 to ensure the independence of the judicial branch.

The National Council of Magistrates is presided by the President of the Republic and has the following members:

" The President of the Senate and a Senator chosen by the Senate from a different party than the President of
the Senate.

" The President of the Chamber of Deputies and a Deputy chosen by the Chamber of Deputies from a different
party than the President of the Chamber of Deputies.

" The President of the Supreme Court of Justice.

" A judge of the Supreme Court of Justice chosen by this court, which serves as Secretary.

Apart from working as an appeals court for all judgments rendered by judicial courts, the Supreme Court supervises all
judges in the Dominican territory.

Its judicial and administrative functions may be summarized as follows:

1. To decide on appeals as statutorily established.

2. To decide as last instance on the matters that are under the jurisdiction of Appeals Courts as court of first
instance.

3. To decide as only instance on the criminal cases against the President and Vice-president of the Republic,
Senators, Deputies, Ministers, Vice-ministers, Supreme Court Judges, Public General Attorney, Judges and
General Attorneys of Appeals Courts, State attorneys of the Land Courts and Judges of Administrative Courts.

4. To decide as only instance on the constitutionality of laws, at the request of the Executive Power, one of the
Presidents of the legislative chambers or an interested party.

5. To appoint the judges of the Appeals court, the Land courts, the Courts of First Instance, the Judges of
Instruction, the Peace Courts and their deputies, the Administrative-Tax Court and the judges of any other
judicial courts created by law, according to the provisions of the Law on Judicial Career.

6. To exercise the highest disciplinary authority on all members of the Judicial Power, being able to impose
sanctions such as suspension or removal.

7. To transfer provisionally or definitively from one jurisdiction to another, as it may deem necessary, the judges
of the Appeals Court, the judges of First Instance of the Land Courts, the Judges of Instruction, the Peace
Judges and other court judges created by law.
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8. To create the administrative positions that may be necessary to comply with the attributions granted by the
Constitution and laws.

9. To appoint all officers and employees of the Judicial Power.

10. To determine the wages and other payments of Judges and administrative personnel belonging to the Judicial
Power.

PROCESS OF LEGAL MODERNIZATION AND TRADE LIBERALIZATION
Like the rest of the world, the Dominican Republic has been transformed by the phenomena of globalization, and since
the year 1991 has been involved in a reform process oriented towards the modernization of the legal and economic
framework under which businesses operate in the country, with the view of adapting its economy to the new competitive
standards, accelerating its insertion within global and regional economic groups, and promoting the flow of foreign
capital.

This process of economic modernization and gradual integration to global markets, combined with the human and
natural resources of the country, and with the investment opportunities offered by most of the productive sectors, make
the Dominican Republic a place of interest throughout the world.

LEGAL REFORM

In the early nineties, new legal codes were adopted in the fields of tax, labor, customs, and recently criminal law, with
the passing of the Criminal Procedure Code. However, the turning point for the liberalization of the Dominican economy
was undoubtedly the passing of Law 16-95 on Foreign Investment, which eliminated all restrictions to foreign investment,
and marked the beginning of many other significant reforms.

During the last seven years, the legislative train has accelerated and many areas have been subject to comprehensive
reforms that have enhanced the competitiveness of the Dominican economy, and provided the institutional basis for its
development. One of the main concerns has been the conformation of our legal standards to the mandates of the
World Trade Organization, as provided in the text of most of the new laws themselves.

The main comprehensive reforms carried out in the last years include new legal statutes on telecommunications, stock
markets, industrial property, copyright, export promotion, environmental protection, tax and customs reform, electricity,
electronic commerce, monetary and financial reform, child protection, public attorney office, office of public accounts,
money laundering, risk prevention of financial entities, migration, elections, insurance, national policy, among others.
The most important innovation experienced for law enforcement has been the implementation on September 2004,
although in a relative skeptic environment, of the new Criminal Procedure Code.

This procedural statute substitutes the ancient Criminal Procedure Code, coming from the legal French tradition that
had been adopted through Decree No. 58 passed on 4th July 1845.

This new legislation contains a deep transformation of our criminal procedure system by adopting an accusation
model, which replaces the previous procedures that were  characterized by its essential inquisition nature, describing
the investigative attributions of the courts in the field of management of criminal justice.
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Furthermore, the new legislation adopts basic principles forming the so-called Constitutional Block, strengthening the
oral, public and contradictory nature of hearings in criminal processes and the judicial function of judges, granting the
public attorney the appropriate means for the investigation of crimes, ensuring the technical, public or private defense
of all suspects, introducing alternative methods for the solution of criminal conflicts, establishing freedom as a rule,
ensuring the judicial supervision of unclear interests, providing controls for the duration of processes, simplifying
procedures, creating alternative measures to preventive prison, etc.

An important bill still pending in Congress is the bill for a Market Regulation Code, which seeks to ensure free competition
in the market, and the protection of consumer rights.

The liberalization trend has not however been the sole concern and, especially in the last two years, social reform has
also had an important place in the legislative agenda, which has been involved in the passing of laws in the fields of
education, civil rights protection and health. In this regard, one of the most important reforms has been the new social
security law, which modernizes and enlarges the social security system in the country.  However, the application of this
reform has been very slow.

PRIVATIZATION
One of the main challenges for the modernization of the State was the privatization of public companies. This has been
deemed necessary because, despite the bad performance of these enterprises, there was a general consent that
these were still valuable assets that could be improved with fresh capital and modern management.

Law 141-97 on the Reform of Public Companies was adopted on 24 June 1997, with the aim of improving the efficiency
of public enterprises and the quality of services they provide to the public by opening up such enterprises to private
investment. The law provides a capitalization process with financial contributions from private investors. Private
companies would acquire 50% of the capital and take over the management of the public company. The selection of
companies is made through international bidding.

Under the legal framework provided by this legislation, the country has been able to transfer to the private sector,
many public assets that had become a burden to the administration.

This process has mainly included:

1. The leasing for a 25 year period to Cementos Nacionales and Marmotech of the Mines of Salt and Plaster, the
National Marble company, as well as the capitalization of Molinos Dominicanos (flour mills), and the national
airline "Dominicana de Aviacion".

2. The generation and distribution of energy: the generation units of the CDE (Itabo and Haina) were transferred
to Seaboard Corporation and New Caribbean Consortium, while the distribution companies were transferred
to Union Fenosa (North and West distribution units) and AES (South distribution unit). Afterwards, in a
transaction that has been on the spotlight for a long time, the State re-purchased from Union Fenosa the units
that this company had acquired.

3. The leasing of the ten sugar mills belonging to Consejo Estatal del Azucar (CEA).

As it may be appreciated, the adoption of this law was an important step for the liberalization and modernization of the
national economy, because the capitalization process, although subject to controversy and technical obstacles, has
helped to alleviate the charge that public companies are for the Government, and has resulted in the country receiving
large amounts of foreign investment that surpassed in the year 1999, when the main capitalization processes took
place, the record amount of 1.3 billion dollars.
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It should be pointed out that this process has not been limited to Law 141-97, and that also outside the scope of this
legislation the Government has been transferring the administration of its agencies to private hands. An example of
this is the contract for the modernization, expansion and administration of the public airports (AILA, Gregorio Luperon,
Maria Montez and Arroyo Barril) that was awarded to Consorcio Aeropuertos Dominicanos Siglo XXI (AERODOM).

PROMOTION OF NATIONAL COMPETITIVENESS

The Government is executing an ambitious program to promote the competitiveness of Dominican economic sectors,
particularly in the agricultural fields, as an essential step within the process of globalization of the economy. In this
context, it has taken the following measures:

1 Creation of a National Bank of Competitiveness, with the aim to provide financing for the development of
strategic economic sectors;

2 Adoption of Law 1-02 on Antidumping Practices, which seeks to protect local producers against foreign
imports for a lesser value than the sale price in the country of origin;

3 Several measures intended to increase the competitiveness of Dominican exports and free zone companies.

REGIONAL INTEGRATION

As we will see in more detail in the Chapter on International Trade, the Dominican Republic has been making significant
efforts to widen its trade relations with, and join the different economic groups of the region, having become one of the
most dynamic and innovative countries within the process of regional integration in the area. These efforts have
already produced concrete results, mainly noticeable in the signature of free trade agreements with Central America
and the Caribbean. In addition, the Dominican Republic signed a partial Free Trade Agreement with Panama, a Free
Trade Agreement with Venezuela and the DCCAFTA, signed with the United States and other nations of the region.
This last agreement was signed by the Dominican State in the year 2004 and is currently pending the approval of the
Dominican Congress.

Finally, it should be noted that the Dominican Republic is a member of the World Trade Organization (WTO), whose
function lies in facilitating the application, administration and functioning of multilateral trade agreements and to favor
the achievements of its objectives, being also the framework for the application, administration and functioning of
multilateral trade agreements.
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