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The Dominican Republic
US$1,000,000,000 6.875% Bonds due 2026

We are offering US$1,000,000,000 aggregate principal amount of our 6.875% bonds due 2026, which we refer to as the
“bonds.” The bonds are being offered as additional debt securities under an indenture dated January 27, 2015.

Interest on the bonds will accrue from January 29, 2016 and will be payable semiannually on January 29 and July 29 of
each year. The first interest payment on the bonds will be made on July 29, 2016. The bonds will mature on January 29, 2026. The
bonds are not redeemable prior to maturity.

The bonds will be direct, general, unconditional, unsubordinated and unsecured Public External Debt of the Republic,
ranking without any preference, among themselves and equally with all other unsubordinated Public External Debt of the Republic,
for which the full faith and credit of the Republic is pledged.

The bonds will contain “collective action clauses.” Under these provisions, which differ from the terms of the Republic’s
Public External Debt issued prior to January 27, 2015, the Republic may amend the payment provisions of any series of debt
securities issued under the indenture (including the bonds) and other reserve matters listed in the indenture with the consent of the
holders of: (1) with respect to a single series of debt securities, more than 75% of the aggregate principal amount of the outstanding
debt securities of such series; (2) with respect to two or more series of debt securities, if certain “uniformly applicable”
requirements are met, more than 75% of the aggregate principal amount of the outstanding debt securities of all series affected by
the proposed modification, taken in the aggregate; or (3) with respect to two or more series of debt securities, more than 66%3% of
the aggregate principal amount of the outstanding debt securities of all series affected by the proposed modification, taken in the
aggregate, and more than 50% of the aggregate principal amount of the outstanding debt securities of each series affected by the
proposed modification, taken individually.

The Republic will apply to list the bonds on the Official List of the Luxembourg Stock Exchange and for trading on the
Euro MTF market of the Luxembourg Stock Exchange.

Investing in the bonds involves risks. See “Risk Factors” beginning on page 11.

The bonds have not been and will not be registered under the U.S. Securities Act of 1933, as amended, or the “Securities
Act”, or the securities laws of any other jurisdiction. The bonds will be offered only to qualified institutional buyers in the United
States under Rule 144A of the Securities Act and to non-U.S. persons outside the United States under Regulation S of the Securities
Act. Prospective purchasers that are qualified institutional buyers are hereby notified that the sellers of the bonds may be relying on
an exemption from the provisions of Section 5 of the Securities Act provided by Rule 144A under the Securities Act. Outside the
United States, the offering is being made in reliance on Regulation S under the Securities Act.

Any offer or sale of bonds in any member state of the European Economic Area (the “EEA”) that has implemented
Directive 2003/71/EC (the “Prospectus Directive”) must be addressed to qualified investors (as defined in the Prospectus Directive).

Price for bonds: 100.000% plus accrued interest, if any, from January 29, 2016.

The initial purchasers expect to deliver the bonds to purchasers on or about January 29, 2016, only in book-entry form
through the facilities of The Depository Trust Company, Euroclear and Clearstream, Luxembourg.

Deutsche Bank Securities J.P. Morgan

Co-Manager

BanReservas
January 22, 2016



The Republic is responsible for the information contained in this offering memorandum. The Republic has
not authorized anyone to give you any other information, and the Republic takes no responsibility for any other
information that others may give you. You should not assume that the information contained in this offering
memorandum is accurate as of any date other than the date on the front of this offering memorandum.
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This offering memorandum is confidential. This offering memorandum has been prepared by the Republic
solely for use in connection with the proposed offering of the securities described in this offering memorandum. This
offering memorandum is personal to each offeree and does not constitute an offer to any other person or to the public
generally to subscribe for or otherwise acquire securities. You are authorized to use this offering memorandum solely
for the purpose of considering the purchase of the Republic’s bonds. Distribution of this offering memorandum to any
person other than the prospective investor and any person retained to advise such prospective investor with respect to
its purchase is unauthorized, and any disclosure of any of its contents, without the Republic’s prior written consent, is
prohibited. Each prospective investor, by accepting delivery of this offering memorandum, agrees to the foregoing and
to make no photocopies of this offering memorandum or any documents referred to in this offering memorandum.

After having made all reasonable inquiries, the Republic confirms that:

e the information contained in this offering memorandum is true and correct in all material respects and is
not misleading as of the date of this offering memorandum;

e changes may occur in the Republic’s affairs after the date of this offering memorandum,;

e certain statistical, economic, financial and other information included in this offering memorandum
reflects the most recent reliable data readily available to the Republic as of the date hereof;

e the Republic holds the opinions and intentions expressed in this offering memorandum,;

e the Republic has not omitted other facts the omission of which makes this offering memorandum, as a
whole, misleading in any material respect; and

e the Republic accepts responsibility for the information it has provided in this offering memorandum and
assumes responsibility for the correct reproduction of the information contained herein.

In making an investment decision, prospective investors must rely on their own examination of the Republic
and the terms of the offering, including the merits and risks involved. Prospective investors should not construe
anything in this offering memorandum as legal, business or tax advice. Each prospective investor should consult its
own advisors as needed to make its investment decision and to determine whether it is legally permitted to purchase
the securities under applicable legal investment or similar laws or regulations.

The Republic has furnished the information in this offering memorandum. You acknowledge and agree that
the initial purchasers make no representation or warranty, express or implied, as to the accuracy or completeness of
such information, and nothing contained in this offering memorandum is, or shall be relied upon as, a promise or
representation by the initial purchasers. This offering memorandum contains summaries believed to be accurate with
respect to certain documents, but reference is made to the actual documents for complete information. All such
summaries are qualified in their entirety by such reference. Copies of documents referred to herein will be made
available to prospective investors upon request to us or the initial purchasers.

The distribution of this offering memorandum and the offering and sale of the bonds in certain jurisdictions
may be restricted by law. The Republic and the initial purchasers require persons into whose possession this offering
memorandum comes to inform themselves about and to observe any such restrictions. This offering memorandum
does not constitute an offer of, or an invitation to purchase, any of the bonds in any jurisdiction in which such offer or
sale would be unlawful.

NOTICE TO PROSPECTIVE INVESTORS IN THE UNITED STATES
Neither the U.S. Securities and Exchange Commission (“SEC”) nor any state securities commission has

approved or disapproved of these securities or determined if this offering memorandum is truthful or complete. Any
representation to the contrary is a criminal offense.
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The bonds are subject to restrictions on transferability and resale and may not be transferred or resold except
as permitted under the Securities Act and applicable state securities laws pursuant to registration or exemption
therefrom. As a prospective purchaser, you should be aware that you may be required to bear the financial risks of this
investment for an indefinite period of time. Please refer to the sections in this offering memorandum entitled “Plan of
Distribution” and “Transfer Restrictions.”

NOTICE TO NEW HAMPSHIRE RESIDENTS ONLY

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A LICENSE HAS
BEEN FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE REVISED STATUTES (“RSA”) WITH
THE STATE OF NEW HAMPSHIRE NOR THE FACT THAT A SECURITY IS EFFECTIVELY REGISTERED
OR A PERSON IS LICENSED IN THE STATE OF NEW HAMPSHIRE IMPLIES THAT ANY DOCUMENT
FILED UNDER RSA 421-B IS TRUE, COMPLETE AND NOT MISLEADING. NEITHER ANY SUCH FACT
NOR THE FACT THAT ANY EXEMPTION OR EXCEPTION IS AVAILABLE FOR A SECURITY OR A
TRANSACTION MEANS THAT THE SECRETARY OF STATE HAS PASSED IN ANY WAY UPON THE
MERITS OR QUALIFICATIONS OF, OR RECOMMENDED OR GIVEN APPROVAL TO, ANY PERSON,
SECURITY OR TRANSACTION. IT IS UNLAWFUL TO MAKE, OR CAUSE TO BE MADE, TO ANY
PROSPECTIVE PURCHASER, CUSTOMER OR CLIENT ANY REPRESENTATION INCONSISTENT WITH
THE PROVISIONS OF THIS PARAGRAPH.

NOTICE TO PROSPECTIVE INVESTORS IN THE EUROPEAN ECONOMIC AREA

In relation to each Member State of the European Economic Area, no offer of bonds which are the subject of
this offering memorandum has been, or will be made to the public in that Member State, other than under the following
exemptions under the Prospectus Directive:

A. to any legal entity which is a “qualified investor” as defined in the Prospectus Directive;

B. to fewer than 150 natural or legal persons (other than “qualified investors™ as defined in the Prospectus
Directive), subject to obtaining the prior consent of the initial purchasers for any such offer; or

C. in any other circumstances falling within Article 3(2) of the Prospectus Directive;

provided that no such offer of bonds referred to in A. through C. above shall result in a requirement for us or any initial
purchaser to publish a prospectus pursuant to Article 3 of the Prospectus Directive, or supplement a prospectus
pursuant to Article 16 of the Prospectus Directive.

This offering memorandum has been prepared on the basis that any offer of bonds in any Member State will
be made pursuant to an exemption under the Prospectus Directive from the requirement to publish a prospectus for
offers of bonds. Accordingly, any person making or intending to make an offer in that Member State of bonds which
are the subject of the offering contemplated in this offering memorandum may only do so in circumstances in which no
obligation arises for us or any initial purchaser to publish a prospectus pursuant to Article 3 of the Prospectus Directive
in relation to such offer. Neither we nor the initial purchasers have authorized, nor do we or they authorize, the making
of any offer of bonds in circumstances in which an obligation arises for us or the initial purchasers to publish a
prospectus for such offer.

For the purposes of this provision, the expression an “offer of bonds to the public” in relation to any bonds in
any Member State means the communication in any form and by any means of sufficient information on the terms of
the offer and the bonds to be offered so as to enable an investor to decide to purchase or subscribe the bonds, as the
same may be varied in that Member State by any measure implementing the Prospectus Directive in that Member
State; and the expression “Prospectus Directive” means Directive 2003/71/EC (as amended) and includes any relevant
implementing measure in each Member State.
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The above selling restriction is in addition to any other selling restriction set out below.
NOTICE TO PROSPECTIVE INVESTORS IN CHILE

The bonds will not be registered under the Ley de Mercado de Valores No. 18,045 (the “Securities Market
Law”), as amended, of Chile with the Superintendencia de Valores y Seguros (the “Chilean Securities and Insurance
Commission” or “SVS”), and, accordingly, may not be offered or sold to persons in Chile except in circumstances that
do not constitute a public offering under Chilean law.

Los bonos que se emitan no seran registrados en la Superintendencia de Valores y Seguros de conformidad a
la ley de Mercado de Valores No.18,045, por lo que de acuerdo a ello, no podran ser ofrecidos a personas en Chile
excepto en circunstancias que no constituyan una oferta publica de valores de acuerdo a ley Chilena.

ENFORCEABILITY OF CIVIL LIABILITIES

The Republic is a sovereign state. Consequently, it may be difficult for investors to obtain or realize in the
United States or elsewhere upon judgments against the Republic. To the fullest extent permitted by applicable law,
including the limitation mandated by the Constitution of the Dominican Republic which submits to the courts and law
of the Dominican Republic all agreements executed between the Government and foreign entities or individuals
domiciled in the Republic, the Republic will irrevocably submit to the jurisdiction of any New York state or U.S.
federal court sitting in The City of New York, Borough of Manhattan, and any appellate court thereof, in any suit,
action or proceeding arising out of or relating to the bonds or the Republic’s failure or alleged failure to perform any
obligations under the bonds, and the Republic will irrevocably agree that all claims in respect of any such suit, action
or proceeding may be heard and determined in such New York state or U.S. federal court. The Republic will
irrevocably waive, to the fullest extent it may effectively do so, the defense of an inconvenient forum to the
maintenance of any suit, action or proceeding and any objection to any proceeding whether on the grounds of venue,
residence or domicile. To the extent the Republic has or hereafter may acquire any sovereign or other immunity from
jurisdiction of such courts with respect to any suit, action or proceeding arising out of or relating to the bonds or the
Republic’s failure or alleged failure to perform any obligations under the bonds (whether through service of notice,
attachment prior to judgment, attachment in aid of execution, execution or otherwise), the Republic has, to the fullest
extent permitted under applicable law, including the U.S. Foreign Sovereign Immunities Act of 1976, irrevocably
waived such immunity in respect of any such suit, action or proceeding; provided, however, that under the U.S.
Foreign Sovereign Immunities Act of 1976, it may not be possible to enforce in the Republic a judgment based on such
a U.S. judgment, and that under the laws of the Republic, the property and revenues of the Republic are exempt from
attachment or other form of execution before or after judgment. See “Description of the Bonds —Governing Law” and
“—Submission to Jurisdiction.”

Notwithstanding the preceding paragraph, the Republic has not consented to service or waived sovereign
immunity with respect to actions brought against it under the U.S. federal securities laws or any state securities laws.
In the absence of a waiver of immunity by the Republic with respect to such actions, it would not be possible to obtain
a judgment in such an action brought in a U.S. court against the Republic unless such court were to determine that the
Republic is not entitled under the U.S. Foreign Sovereign Immunities Act of 1976 to sovereign immunity with respect
to such action. Further, even if a U.S. judgment could be obtained in any such action under the U.S. Foreign Sovereign
Immunities Act of 1976, it may not be possible to enforce in the Republic a judgment based on such a U.S. judgment.
Execution upon property of the Republic located in the United States to enforce a U.S. judgment may not be possible
except under the limited circumstances specified in the U.S. Foreign Sovereign Immunities Act of 1976.
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DEFINED TERMS AND CONVENTIONS
Certain Defined Terms

All references in this offering memorandum to the “Republic” are to the issuer, and all references to the
“Government” or the “Central Government” are to the central government of the Dominican Republic and its
authorized representatives.

The terms set forth below have the following meanings for the purposes of this offering memorandum:

GDP

Gross domestic product, or “GDP”, is a measure of the total value of final products and services produced in
a country in a specific year. Nominal GDP measures the total value of final production in current prices. Real GDP
measures the total value of final production in constant prices of a particular year, thus allowing historical GDP
comparisons that exclude the effects of inflation. Historically, real GDP figures were based on constant values
referenced to their nominal level in 1991, the year used by the Banco Central de la Republica Dominicana, the
Dominican Central Bank or the “Central Bank”, for purposes of maintaining real GDP statistics. In this offering
memorandum, however, real GDP figures are based on constant values referenced to their nominal level in 2007. On
August 21, 2014, the Central Bank officially released new series of national accounts for the period 2007-2014, which
resulted in the following three major changes: (1) the “reference year” was updated from 1991 to 2007, (2) the
incorporation of the latest recommendations of the United Nation’s System of National Accounts (“SNA”) (2008) that
applied to the Dominican context and for which statistical information was available, and (3) quarterly accounts are
now estimated using chained indexes and a more comprehensive set of indicators that were not collected in a timely
manner, such as revenues for selected activities and a more detailed production that were not previously accounted,
and other short term indicators. GDP growth rates and growth rates included in this offering memorandum for the
various sectors of the Dominican economy are based on real figures.

As aresult of the aforementioned changes implemented by the Central Bank, GDP composition by sectors
was updated showing variations in the relative importance of each economic activity. In addition, the components of
GDP by the expenditure approach exhibit significant redistributions in their relative weights. These revisions are due
to changes in relative prices, improvements in data sources and methodology, integration of new products into the
economy, among other factors, which have had an impact in the composition of GDP between 1991 and 2007, the
reference years.

Balance of Payments

For balance of payments purposes, imports and exports are calculated based upon statistics reported to the
Republic’s customs agency upon entry and departure of goods into the Dominican Republic on a free-on-board basis,
or “FOB basis”, at a given point of departure.

Inflation

The inflation rate provides an aggregate measure of the rate of change in the prices of goods and services in
the economy. The Republic measures the inflation rate by the percentage change between two periods in the consumer
price index, or “CPI”, unless otherwise specified. The CPI is based on a basket of goods and services identified by the
Central Bank that reflects the pattern of consumption of Dominican households. The price for each good and service
that makes up the basket is weighted according to its relative importance in order to calculate the CPI. The annual
percentage change in the CPI is calculated by comparing the index as of a specific December against the index for the
immediately preceding December. The annual average percentage change in the CPI is calculated by comparing the
average index for a twelve-month period against the average index for the immediately preceding twelve-month
period. The Republic does not compile statistics to calculate a producer price index or a wholesale price index, which
are other indices often used to measure inflation.



Currency of Presentation and Exchange Rate

Unless we specify otherwise, references to “U.S. dollars,” “dollars” and “US$” are to United States dollars,
and references to “pesos” and “DOP” are to Dominican pesos. Unless otherwise indicated, we have calculated the
exchange rate for each year in two ways: the end of period is the exchange rate reported by the Central Bank on the last
day of such year, while the yearly average corresponds to the daily average exchange rate reported by the Central Bank
for all working days during that year. This is consistent with the way that the International Monetary Fund or the
“IMF” publishes the exchange rates. In all cases, exchange rate information derives from transactions in the spot
market.

We have done all currency conversions, including conversions of pesos to U.S. dollars, for the convenience
of the reader only and you should not interpret these conversions as a representation that the amounts in question have
been, could have been or could be converted into any particular denomination, at any particular rate or at all.

The DOP/U.S. dollar purchase exchange rate on the spot market, as reported by the Central Bank, was
DOP44.20 per US$1.00, DOP45.21 per US$1.00 and DOP45.47 per US$1.00 at the close of business on December
31, 2014, September 30, 2015 and December 31, 2015, respectively. The spot market exchange rate reported by the
Central Bank is used by the accounting departments of private companies and public entities in the Dominican
Republic, including the Central Bank, for revaluation of assets and liabilities denominated in U.S. dollars.

Presentation of Financial and Economic Information

The Republic has presented all annual information in this offering memorandum based upon January 1 to
December 31 periods, unless otherwise indicated. Totals in certain tables in this offering memorandum may differ
from the sum of the individual items in such tables due to rounding.

The Central Bank conducts a review process of the Republic’s official financial and economic statistics.
Accordingly, certain financial and economic information presented in this offering memorandum may be
subsequently adjusted or revised. The Government believes that this review process is substantially similar to the
practices of industrialized nations. The Government does not expect revisions of the data contained in this offering
memorandum to be material, although we cannot assure you that material changes will not be made.
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FORWARD-LOOKING STATEMENTS

This offering memorandum contains forward-looking statements. Forward-looking statements are statements
that are not historical facts, and include statements about the Republic’s beliefs and expectations. These statements
are based on current plans, estimates and projections, and, accordingly, you should not place undue reliance on them.
Forward-looking statements speak only as of the date they are made. The Republic undertakes no obligation to update
any of these statements in light of new information or future events.

Forward-looking statements involve inherent risks and uncertainties. The Republic cannot assure you that
actual events or results will not differ materially from any forward-looking statements contained in this offering
memorandum. In particular, a number of important factors could cause actual results to differ materially from the
Republic’s expectations. Such factors include, but are not limited to:

e adverse external factors, such as:

o

changes in the international prices of commodities and/or international interest rates, which could
increase the Republic’s current account deficit and budgetary expenditures;

changes in import tariffs and exchange rates, recession or low economic growth affecting the
Republic’s trading partners, all of which could lower the growth or the level of exports of the
Dominican Republic, reduce the growth or the level of income from tourism of the Dominican
Republic, reduce the growth rate or induce a contraction of the Dominican economy and, indirectly,
reduce tax revenues and other public sector revenues, adversely affecting the Republic’s fiscal
accounts;

decreases in remittances from Dominicans living abroad;

increased costs of crude oil resulting from increased international demand or from political or social
instability or armed conflict in oil-producing states, including The Bolivarian Republic of
Venezuela (“Venezuela”) and countries in the Middle East;

international financial uncertainty that reduces the Republic’s ability to obtain loans to finance
planned infrastructure projects; and

a decline in foreign direct investment, which could adversely affect the Republic’s balance of
payments, the stability of the exchange rate and the level of the Central Bank’s international
reserves, and a decrease in remittances from Dominicans residing and working abroad;

e adverse domestic factors, such as lower than expected fiscal revenues, which could result in higher
domestic interest rates and an appreciation of the real exchange rate. These factors could lead to lower
economic growth, a decline in exports and income from tourism and a decrease in the Central Bank’s
international reserves;

e the continuing adverse economic effects of the crisis in the Dominican electricity sector; and

e other adverse factors, such as climatic, geological or political events and the factors discussed in the
“Risk Factors™ section beginning on page 11 of this offering memorandum.
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SUMMARY

This summary highlights information contained elsewhere in this offering memorandum. It is not complete
and may not contain all of the information you should consider before purchasing the bonds. You should carefully
read the entire offering memorandum, including “Risk Factors” before purchasing the bonds.

Selected Economic Information
(in millions of US$, except as otherwise indicated)

As of and for the year ended December 31,

2010 20117 20120 20137 2014
Domestic economy
GDP (at current prices) .......coeevevereruerereerenneneneenes 53,773.6 58,290.6 60,526.2 61,256.0 64,053.4
GDP (in millions of DOP, at current prices) .......... 1,978,851.9 2,218,428.8 2,377,503.7 2,558,585.6 2,786,229.7
Real GDP (in chained indexes referenced to
2007) ™ oo 112.8 115.9 119.0 124.7 133.8
Real GDP growth rate® ..........coooveevverrreecreerrnnne, 8.3% 2.8% 2.6% 4.8% 7.3%
Consumer price index (annual rate of change)........ 6.2% 7.8% 3.9% 3.9% 1.6%
Unemployment rate™ ............cooooorvorverrrrrerrennenns, 14.3% 14.6% 14.7% 15.0% 14.5%
Open unemployment rate® .............cco.ccoovverrvrrrnens. 5.0% 5.8% 6.5% 7.0% 6.4%
Exchange rate (weighted end of period, in
DOP) ettt 36.09 37.31 38.55 40.17 42.60
Balance of payments®
Total current account®.............cocoovvvvevevveesreernns (4,006) (4,359) (3,971) (2,537) (2,026)
Of which:
Trade balance (deficit) .......cocovervrerieerieennns (8,395) (8,940) (8,738) (7,377) (7,369)
Income from touriSM.........coeevveerieieeerieneennn, 4,163 4,391 4,687 5,064 5,637
Personal transfers (workers’ remittances)...... 3,683 4,008 4,045 4,262 4,571
Net borrowing/lending ............ccoeevvveererinerieennenns (3,968) (4,329) (3,930) (2,496) (2,000)
Financial account balance® ............cccooovvvvieenancs (5,147) (3,916) (3,596) (4,149) (3,305)
Of which:
Foreign direct investment ............cccoceevevenenes 2,024 2,277 3,142 1,991 2,209
Errors and omissions®...........ccccoovverrrennnnn. (1,108) 575 (107) (312) (691)
Overall balance of payments, excluding impact
of gold valuation adjustment” ............c............ 71 163 (440) 1,341 614
Change in Central Bank gross international
reserves (period end)........ocoeeveereevierinenineinns 466 339 (548) 1,146 162
Central Bank net international reserves (period
ENA) e 3,343 3,638 3,210 4,387 4,650
Public sector balance
Central government revenue® ...............cc.cocovvunne. 7,104 7,494 8,237 8,920 9,646
As 2% Of GDP .o, 13.2% 12.9% 13.6% 14.6% 15.1%
Central government expenditure® ........................ 8,424 8,953 12,164 10,962 11,410
As 2% Of GDP ..o, 15.7% 15.4% 20.1% 17.9% 17.8%
Of which:
Current transfers to CDEEE ..........c..c.c.cc.c.... 650 689 904 828 926
As a % of GDP . 1.2% 1.2% 1.5% 1.4% 1.4%
Central government balance..........c.cocoeeereninueuencnes (1,319) (1,458) (3,927) (2,042) (1,764)
AS 2% Of GDP ..o (2.5)% (2.5)% (6.5)% (3.3)% (2.8)%
Overall non-financial public sector balance” ...... (1,514) (1,768) (4,130) (2,481) (2,012)
As 2% Of GDP .o, (2.8)% (3.00% (6.8)% (4.00% 3.1)%
Public sector debt™”
Public sector external debt!' ............ccoooovrrrrrvennnn, 11,058.4 12,766.6 13,894.3 15,896.8 16,921.5
Asa % of GDP .................. . 20.6% 21.9% 23.0% 26.0% 26.4%
Public sector domestic debt!"? .........ccooooconrrrune, 8,465.6 8,886.9 10,765.2 11,977.8 12,079.4
AS 2% OF GDP ... 15.7% 15.2% 17.8% 19.6% 18.9%
Total public sector debt . 19,524.0 21,653.5 24,659.5 27,874.6 29,000.9
AS 2% Of GDP ..o 36.3% 37.1% 40.7% 45.5% 45.3%
Public sector external debt service:
Amortizations 939.9 1,004.4 858.9 1,266.1 1,800.4
Interest payments............... 333.0 398.8 462.2 486.4 576.4
Total external debt service . 1,272.9 1,403.2 1,321.0 1,752.5 2,376.8
As a % of total eXpOrts .......covvveveeereeiriereererineene: 18.7% 16.8% 14.8% 18.6% 24.0%




(1)
@
3)
“4)

®)

(14)

Preliminary data.

Percentage change from previous year.

Refers to population at or above the legal working age that is not employed and is willing to work (even if not actively seeking work), as a percentage of the total
labor force.

Revised data for 2000-2012; 2013- 2014 preliminary data. Refers to population at or above the legal working age that is not employed and is actively seeking
work, as a percentage of the total labor force.

2010-2012 revised data; 2013-2014 preliminary data. Data for 2010-2014 conforms to IMF’s 6th Edition of the Balance of Payments Manual. For further details of
these methodologies and terminologies please refer to the document labeled “Implementacion del Sexto Manual de Balanza de Pagos y Posicion de Inversion
Internacional del FMI en la Republica Dominicana™ on the webpage of the Central Bank of the Dominican Republic.

Represents errors and omissions in compiling balance of payment accounts based on double-entry accounting resulting from incomplete or overlapping coverage,
different prices and incomplete times of recording and conversion practices.

As presented in the above table, gold reserves have been valued at their corresponding market prices as of December 31 of each year.

Includes total revenue and foreign grants.

Includes “Statistical Discrepancy” (difference between the overall balance and overall financing).

The non-financial public sector includes the Central Government and non-financial public sector institutions (such as state-owned enterprises and other
decentralized government-owned institutions).

Consolidated public sector debt. Excludes debt owed by Banco de Reservas to foreign creditors.

External debt is defined as all public sector debt issued in foreign countries and under the jurisdiction of a foreign court, independent of the holder’s nationality.
Net of Central Government liabilities held by the Central Bank.

For additional information on this methodology please see “Defined Terms and Conventions—Certain Defined Terms—GDP.”

Sources: Central Bank, Ministry of Finance and IMF.




Recent Developments
The Economy
Economic Growth

Based on preliminary figures, real GDP grew 6.5% in the first half of 2015 as compared to the same period in
2014 and 7.1% in the third quarter of 2015 as compared to the third quarter of 2014, yielding a cumulative GDP
growth rate of 6.7% for the nine-month period ended September 30, 2015, as compared to the same period in 2014.
According to preliminary data, GDP grew 7.0% during the year ended December 31, 2015 as compared to 2014,
reaching one of the highest GDP growth rates in Latin America for 2015.

The main economic activities that supported the positive performance during the nine-month period ended
September 30, 2015 were: construction (17.8% growth year-over-year), due to a steady growth in private and public
infrastructure projects since mid-2013 which is consistent with a cumulative increase in investments by 19.6% during
the nine-month period ended September 30, 2015 (year-over-year); wholesale and retail trade (9.0% growth
year-over-year), as a result of the expansion in the volume of imports of tradable goods as well as a positive
performance in the local manufacturing of goods; and education (8.8% growth year-over-year), due to the increase in
the services offered by the Government, including the implementation of a new program of extended school hours and
the construction and opening of new public schools. Other drivers of GDP growth registered in the nine-month period
ended September 30, 2015 were financial services (7.9% growth year-over-year), transportation and storage (6.2%
growth year-over-year), health services (6.2% growth year-over-year), hotels, bars and restaurants (5.9% growth
year-over-year), local manufacturing (5.7% growth year-over-year), free trade zones (5.4% growth year-over-year)
and other services (3.8% growth year-over-year).

The Electricity Sector

As of September 30, 2015, technical and non-technical losses in the electricity distribution network are
estimated at 31.6%, as compared to 32.2% for the same period in 2014. In order to reduce these losses, the Republic
has been conducting network rehabilitation projects which have been funded by debt and equity investments from the
World Bank, the Inter-American Development Bank (the “IDB”) and the Organization of Petroleum Exporting
Countries (“OPEC”), Fund for International Development (“OFID”). As of September 30, 2015, total investments
during 2015 for these projects amounted to US$11.1 million. It is expected that during 2015, these organizations will
have invested approximately US$10.7 million in the ongoing projects and an additional US$15.5 million in new
projects.

During the nine-month period ended September 30, 2015, total expenditures on electricity decreased 22.2%
to US$1,274.3 million as compared to the same period in 2014, mainly due to a reduction in the average purchase price
of electricity of approximately 25.5%, which resulted in savings of approximately US$435.9 million for the
nine-month period ended September 30, 2015. The decreased cost of electricity was mainly driven by a 54.7%
decrease in the international prices of fuel oil #6 (the predominant fuel used in the thermo-electric power generation in
the Republic) and a 28.0% decrease in the price of coal, which are the principal fuels used in electricity generation in
the Republic.

The ratio of distributable energy to energy purchased increased in the nine-month period ended September
30, 2015, by 0.2 percentage points (0.3%) as compared to the same period in 2014, reaching 65.7%. During the
nine-month period ended September 30, 2015, the distribution companies (“EDEs”) collected 87.7% of the monetary
value of the total expenditure on electricity, representing an increase of 14.1 percentage points (19.2%) compared to
the same period in 2014.

During the nine-month period ended September 30, 2015, the Central Government transferred US$568.4
million to the electricity sector as a tariff subsidy and to partially finance the current deficit of the EDEs, representing
a decrease in subsidies of 15.4% compared to the same period in 2014.




Balance of Payments and Foreign Trade
Balance of Payments

Based on preliminary results, the current account deficit decreased to US$637.7 million for the nine-month
period ended September 30, 2015, as compared to a deficit of US$1,145.5 million for the comparable period in 2014,
mainly due to increased tourism revenues and the downward trend in international oil prices. According to the Central
Bank’s preliminary data, the current account deficit decreased approximately by 0.8 percentage points, from 1.8% to
1.0% of GDP, as of September 30, 2015 as compared to the same period in 2014.

As of September 30, 2015, the financial account reflected in a deficit of US$423.5 million as compared to a
deficit of US$2,163.2 million as of September 30, 2014. For further discussion on the Republic’s balance of
payments, see “Balance of Payments and Foreign Trade—Balance of Payments.”

For the nine-month period ended September 30, 2015, the foreign portfolio investment resulted in a net
inflow of US$3,443.1 million as compared to an inflow of US$1,363.2 million for the same period in 2014. The
Republic’s net international reserves increased 17.3% from US$4,023.3 million as of September 30, 2014 to
US$4,720.2 million as of September 30, 2015. For more information on the Republic’s net international reserves, see
“The Monetary System—Foreign Exchange and International Reserves—International Reserves.”

As of September 30, 2015, the nominal DOP/US$ exchange rate reached DOP45.21 per dollar, a depreciation
of 2.23% since the last business day of December 2014. According to the Central Bank’s data, as of December 31,
2014, the nominal DOP/US$ exchange rate reached DOP44.20 per dollar, a depreciation of 3.46% since the last
business day of December 2013. According to the Central Bank’s data, as of December 31, 2015, the nominal
DOP/USS$ exchange rate reached DOP45.47 per dollar, a depreciation of 2.79% since the last business day of
December 2014.

Monetary System
Monetary Policy

During 2014 and for the first two months of 2015, the Central Bank maintained a neutral monetary policy
stance, leaving the monetary policy rate (“MPR”) unchanged at 6.25% per annum, effective since August 2013.
Similarly, the interest rate corridor continued to be defined as the MPR plus or minus 150 basis points. However,
between March and May 2015, the Central Bank reduced the MPR to 5.00% per annum, which remained unchanged
for the remainder of 2015. Under this framework, the MPR serves as a reference rate for one business day’s operations
of liquidity expansion and contraction. This liquidity management scheme incorporates a daily auction mechanism to
manage short-term liquidity of the financial system. Decisions involving the MPR were based on the behavior,
forecasts and analysis of risks related to inflation and other key macroeconomic variables on the monetary policy
horizon. Also, the interbank interest rate oscillated around the level of the MPR, recording less than 50 basis points
average difference from the MPR for the nine-month period ended September 30, 2015.

On February 12, 2015, the Central Bank increased the reserve requirements ratio for financial intermediaries
by 200 basis points, resulting in a 14.3% reserve requirement ratio for commercial banks and a 10.1% reserve
requirement ratio for savings and loan associations, savings and credit banks, cooperatives and credit corporations.

In the Dominican financial system, the weighted average lending rate of commercial banks increased to
14.47% per annum for the nine-month period ended September 30, 2015, showing a marginal increase of 1.77
percentage points from the rate recorded for the same period in 2014. The interest rates paid on deposits increased by
0.28 percentage points during the same period, ending at 5.99% for the nine-month period ended September 30, 2015.

Inflation and Credit Growth

For 2015, the Central Bank established an inflation target of 4.0%, plus or minus 1.0%. As a result of the
absence of significant inflationary pressures, both domestically and internationally, the annual rate of inflation




remained below the lower limit of the target, and as of September 30, 2015, the inflation rate was 0.39%. Based on
preliminary data, the annual inflation rate was approximately 2.34% for the year ended December 31, 2015
(year-over-year). For more information on inflation in the Republic, see “The Monetary System—Inflation.”

Based on preliminary results, given the expansion in economic activity, loans to the private sector continued
to grow during 2015. During the nine-month period ended September 30, 2015, private lending activity in local
currency increased to DOP 596,974.0 million (US$13,204.6 million), increasing by DOP60,279.9 million
(US$1,333.3 million) and representing an increase of 11.2% as compared to the same period in 2014. This increase
provided resources to economic sectors that showed promising investment opportunities and financed private
consumption. For more information on inflation in the Republic, see “The Monetary System—Liquidity and Credit
Aggregates.”

Financial System Reforms

On January 29, 2015, the Banking Superintendency approved the modifications to the Information
Requirements Manual Oriented to Risk Based Supervision (Manual de Requerimientos de Informacion de la
Superintendencia de Bancos Orientado a la Supervision basada en Riesgos) and its implementation schedule, in order
to obtain additional information on the various risks that financial intermediaries are exposed to, and the need to adapt
the information requirements to changes in regulation as a result of the dynamics of their businesses.

On February 5, 2015, the Monetary Board issued its First Resolution, approving amendments to the
Regulation on the Protection of Users of Financial Products and Services (Reglamento de Proteccion al Usuario de los
Productos y Servicios Financieros), to update the regulation in accordance with the evolution of best practices in the
region and incorporate recent developments in international standards. In addition, on July 2, 2015, the Monetary
Board issued its First Resolution amending the Regulation on Corporate Governance (Reglamento de Gobierno
Corporativo), driven by recommendations made by the Basel Committee on Banking Supervision and other bodies on
several financial regulatory matters.

Also, on July 9, 2015, the Monetary Board issued its First and Second Resolutions approving amendments to
the Regulation on Assets Evaluation (Reglamento de Evaluacion de Activos) and Regulation on Risk Concentration
(Reglamento sobre Concentracion de Riesgos). These amendments are aimed at improving the regulatory framework
and risk management standards and include regulations on reserves calculation and capital requirements. For
example, they permit trust guarantees that satisfy certain conditions to be deemed acceptable collateral for the
reserves calculation method and modified the maximum threshold (to 40%) of an entity’s technical capital
(patrimonio técnico) that may be represented by loans guaranteed by the Republic or secured by funds generated by
public trusts contemplated in the Republic’s national budget law.

On August 13, 2015, the Monetary Board issued its First Resolution making available for public consultation
a draft amendment to the Foreign Exchange Regulation (Reglamento Cambiario). The purpose of this draft
amendment is to adjust the limits of foreign exchange positions, as well as to implement a maximum limit on the daily
variation of such positions. Additionally, in May 2015, the Banking Superintendency issued Circular No. 004/15
establishing guidelines and updated mechanicsms regarding information requirements from financial intermediaries
related to debtors, which information shall depend on the amount of financing requested, among other considerations.

For a discussion of other reforms of the Financial System, see “The Monetary System—Supervision of the
Financial System—Reforms of the Financial System.”

Public Sector Finances

The 2016 National Budget Law (the “2016 Budget”) includes further commitments to those set forth in the
2015 National Budget Law (the “2015 Budget”) to decrease the fiscal deficit. In particular, it contemplates additional
reductions on primary expenditures that are expected to allow a primary surplus for the Central Government of 0.6%
of GDP, an overall deficit for the Central Government of 2.3% of GDP and an overall deficit of 3.7% of GDP for the
consolidated public sector in 2016.




During the nine-month period ended September 30, 2015, total revenues (excluding grants) amounted to
US$7,428.3 million (11.3% of GDP), representing 75.9% of the revenues projected for 2015. Also, during the
nine-month period ended September 30, 2015, primary expenditures amounted to US$7,471.0 million, representing
77.7% of the primary expenditures projected under the 2015 Budget. Total revenues and expenditures are consistent
with the monthly projections included under the 2015 Budget. Preliminary fiscal data for 2015 shows that the overall
deficit of the Central Government is expected to be 2.4% of GDP for 2015, as had been budgeted in the 2015 Budget.

The decrease in international fuel prices implied a significant reduction on current transfers to the electricity
sector (in particular, transfers to CDEEE) during the nine-month period ended September 30, 2015, as compared to the
amount of current transfers contemplated under the 2015 Budget. This reduction in current expenditures was
nonetheless offset by increased capital expenditures than those included in the 2015 Budget, thus, the overall total
primary expenditures remained at the expected level during the nine-month period ended September 30, 2015 as
compared to the projections included in the 2015 Budget.

On January 27, 2015, the Republic closed a liability management transaction with PPSA (as defined below)
relating to the PetroCaribe Agreement (as defined below). For further information, see “—Petrocaribe Liability
Management Transation” below. The price paid by the Republic in this transaction represented a discount of
approximately US$2,087.6 million (3.1% of GDP), which is reflected in the total revenues described in this
sub-section. This liability management transaction led to a primary surplus and overall balance of the Central
Government of US$2,077.8 million (3.2% of GDP) and US$762.0 million (1.2% of GDP), respectively, for the
nine-month period ended September 30, 2015.

The following table sets forth certain information regarding the Republic’s fiscal accounts for the periods
presented.

For the Nine-Month Period

ended
2015 Budget” September 30, 2015@® 2016 Budget”
% of
US$ % of GDP US$ % of GDP US$ GDP

Central Government (in millions of US$ and as a % of GDP, at current prices)
Total revenues and Grants...........cocoeeeeevereeereeerierenereeenns 9,900.7 15.1 9,548.7 14.5 10,385.5 15.1
TOtal TEVENUES: ...eveeeniiieieieeieeeie e 9,781.4 14.9 7,428.3 11.3 10,310.0 15.0
TaX TEVENUES ....eovieiieeiieeiie ettt 9,270.9 14.1 6,873.4 10.5 9,719.9 14.1
Non-tax revenues® . 510.5 0.8 555.0 0.8 590.1 0.9
Grants .......cceceeeereeuenenne 119.4 0.2 2,120.3 32 75.4 0.1
Total eXpPenditures: .........cceeeeereeerieeeieieereee e 11,506.9 17.5 8,786.9 13.4 11,993.1 17.4
Primary expenditures'® .............ccocovirorierieiieeeeeeeeiens 9,611.7 14.6 7,471.0 11.4 9.938.4 14.4
Wages and salaries ... 3,017.4 4.6 2,350.5 3.6 2,962.3 4.3
Goods and services... 1,257.3 1.9 746.4 1.1 1,255.4 1.8
Current transfers.........c.ccvevevvevieveeeee et 3,621.4 5.5 2,522.3 4.8 4,072.8 5.9

Of which:
t0 CDEEE......ciioiiiiieieeteete e 889.2 1.4 495.3 0.8 667.0 1.0
to Social Security Payments . 610.5 0.9 407.4 0.6 604.2 0.9
Capital expenditures .................... 1,715.7 2.6 1,693.1 2.6 1,647.9 2.4
Statistical discrepancy” . — — 158.8 0.2 — —
Primary balance ................ 289.0 0.5 2,077.8 32 447.1 0.6
Interest.......c.c...... 1,895.1 29 1,315.8 2.0 2,054.6 3.0
Foreign .... 1,166.5 1.8 510.7 0.8 943.2 1.4
DOMESHE® ... ereeeeeenees 728.6 1.1 805.1 1.2 1,111.4 1.6
Of which:

for Central Bank recap ........c.coceceecveeveueuccnnnnne 459.8 0.7 342.0 0.5 481.9 0.7
Overall balance (1,606.1) 2.4 (762.0) (1.2) (1,607.6) 2.3)
Overall balance rest of NFPS © — — (15.3) — — —
Overall balance NFPS ...........ccccooiiimniiiinccineeene (1,606.1) 2.4) 746.1 1.1 (1,607.6) (2.3)
Quasi-fiscal balance ' ............... 919.7) (1.4) (782.1) (1.2) (963.8) (1.4)
Consolidated Public Sector balance............cccccveveverennene (2,525.8) (3.8) (36.0) (0.1) (2,571.4) (3.7)

(1) National Budget 2015 and its complementary documents. Includes assumptions subject to modification.
(2) Preliminary data.
(3) Includes data for the nine-month period ended September 30, 2015.




(4) National Budget 2016 and its complementary documents. Includes assumptions subject to modification.
(5) Includes contributions to social security and capital revenues.

(6) Including the “Statistical Discrepancy”.

(7) Difference between the financing below the line and the overall balance registered above the line.

(8) Includes interest payments on Central Bank recapitalization bonds.

(9) Including electricity companies (CDEEE, Egehid, ETED, Edenorte, Edesur and Edeeste).

(10) Not included in the National Budget Laws for 2015 and 2016. Estimated Data by Ministry of Finance.

Principal Budgetary Assumptions for 2016

Projected real GDP growth.........ccoocooiiiiiiiiiiiiceccce e 5.0%
Projected annual inflation ... 4.0%
Projected external financing sources (including proceeds from this offering) ..................... US$2,420.2 million

Source: National Budget 2016 and its complementary documents
Government

In accordance with the 2010 amendments to the Constitution, current President Danilo Medina of the Partido
de la Liberacion Dominicana (the Dominican Liberation Party) or the “PLD” was elected in 2012 to a single four-year
term which ends in August 2016. On April 19, 2015, the PLD decided to initiate the process to amend the Constitution
in order to allow President Danilo Medina to run for reelection in the upcoming general elections to be held in May
2016. The amendment to the Constitution to allow presidents to serve for two consecutive terms was approved by the
Dominican Congress on June 12, 2015.

The upcoming general presidential and legislative elections will be held on May 15, 2016.
Public Sector Debt

As of September 30, 2015, the Republic’s public sector external debt totaled US$16,508.6 million, compared
to US$16,621.0 million as of September 30, 2014. As of September 30, 2015, the Republic’s public external debt was
composed of the following:

e debt owed to official creditors, multilateral and bilateral creditors in the amount of US$6,838.5 million
(as compared to US$10,865.6 million as of September 30, 2014), which represented 41.4% of the
Republic’s total public external debt;

e outstanding bonds in an aggregate principal amount of US$8,948.2 million, which represented 54.2% of
the Republic’s total public external debt; and

e debt to other private creditors of US$721.9 million, which represented 4.4% of the Republic’s total
public external debt.

On January 27, 2015, the Republic issued US$2.5 billion in two series of new bonds, including US$1.0
billion of its 5.500% bonds due 2025 and US$1.5 billion of its 6.850% bonds due 2045. The Republic used part of the
net proceeds from the sale of such bonds to consummate the repurchase and cancellation of the Petrocaribe Debt (as
defined below) on January 27, 2015, and the balance was used for general purposes of the Government, including the
partial financing of the 2015 Budget. See “—Petrocaribe Liability Management Transaction” below.

On April 30, 2015, the Republic reopened its 5.500% bonds due 2025 and 6.850% bonds due 2045 each in an
amount of US$500.0 million.

As of September 30, 2015, the Republic’s domestic debt primarily consisted of:

e US$572.6 million outstanding principal amount of loans from commercial banks to the Central
Government;




e US$4,263.0 million outstanding of bonds issued by the Central Government in the local market;

e US$355.3 million outstanding principal amount of commercial bank loans to other public sector
institutions;

e US$8,524.8 million outstanding principal amount in certificates issued by the Central Bank; and

e US$2,930.1 million in bonds issued by the Central Government for the recapitalization of the Central
Bank, which is considered intra-governmental debt.

Petrocaribe Liability Management Transaction

On January 27, 2015, the Republic closed a liability management transaction involving a bilateral
renegotiation with PDVSA Petroleo, S.A. (“PPSA™), as a result of which it repurchased and cancelled an aggregate
amount of US$4,027.3 million of indebtedness owed to PPSA (the “Petrocaribe Debt”), arising from shipments of oil
and derivative products sold by PPSA within the framework of the Acuerdo para la Cooperacion Energética de
Petrocaribe between the Dominican Republic and the Bolivarian Republic of Venezuela (the “PetroCaribe
Agreement”) in the period from 2005 through August 2014. The Petrocaribe Debt represented approximately 98% of
the aggregate amount owed by the Republic to PPSA under the PetroCaribe Agreement as of December 31, 2014. The
Republic repurchased the Petrocaribe Debt for approximately US$1,933.1 million, representing a discount equivalent
to 52% of the total Petrocaribe Debt cancelled, which resulted in a reduction of the Republic’s total public external
debt by US$2,094.2 million. Furthermore, this liability management transaction resulted in an increase in the average
maturity of the refinanced debt, from 11.4 years for the Petrocaribe Debt to 19.7 years for the new 5.500% bonds due
2025 and 6.850% bonds due 2045, as described above.

Loans from Multilateral Institutions and Bilateral Lenders

During 2015, the Dominican Congress approved loans for US$1,498.5 million and EUR60.9 million from
bilateral lenders and for US$638.0 million from multilateral lenders. Regarding the bilateral lenders, US$210.0
million were granted by the Alliance Francaise de Development (French Agency for Development or “AFD”) to
support a program of relocation and urban mobility; US$656.0 million by the Banco Nacional de Desenvolvimento
Economico e Social (Brazilian Development Bank or “BNDES”) and US$632.5 million by Deutsche Bank (Milan
branch), in each case to finance the construction of two thermal coal generation plants; and EUR60.9 million by
Deutsche Bank (Spain branch) to finance the construction of an industrial water treatment plant. Among the
multilateral lenders, US$513.0 million were granted by the IDB to support electricity efficiency, productivity and
competition improvements programs; US$75.0 million by the IBRD (as defined below) to support a program of social
promotion and protection; and US$50.0 million by the Corporacion Andina de Fomento (Development Bank of Latin
America or “CAF”) to support public credit management processes. As of September 30, 2015, an aggregate of
US$577.9 million have been disbursed, including US$120.0 million from the AFD, US$407.9 million from the IDB
and US$50.0 million from the CAF.

Other Developments

In November 2015, an IMF staff mission visited the country to discuss with the Dominican authorities the
recent economic developments and economic policies in connection with the annual Article IV consultation mission.
The IMF staff concluded that the macroeconomic outlook of the Republic is favorable, having benefitted from a
reinforced policy framework and external factors. Also, the mission highlighted the soundness of the banking sector,
the progress made in strengthening bank supervision, and the continued commitment to fiscal discipline. The mission
encouraged the continued strengthening of the institutional framework to help improve the Republic’s
macroeconomic results.




THE OFFERING

The following summary contains basic information about the bonds and is not intended to be complete. It
does not contain all the information that is important to you. For a more complete description of the bonds, see

“Description of the Bonds.
ISSULT .
Securities Offered
Issue Price of the Bonds
Final Maturity Date

Principal...

Interest Rate

Interest Payment Dates

”

Form and Denominations ............ccceeeveevvveeennns

Redemption or Sinking Fund...........c.cccccoenene.

Status........

Covenants

The Dominican Republic.

US$1,000,000,000 principal amount of 6.875% bonds due 2026.
100.000%, plus accrued interest, if any, from January 29, 2016.
January 29, 2026.

The Republic will make payment of principal on the bonds on the
relevant final maturity date.

Interest on the bonds will accrue from January 29, 2016, on the
outstanding principal amount of the bonds, at a rate of 6.875% per
year.

Each January 29 and July 29, commencing on July 29, 2016.

The Republic will issue the bonds in the form of global bonds,
without coupons, registered in the name of a nominee of DTC, as
depositary, for the accounts of its participants (including Clearstream
Banking and Euroclear). Bonds in definitive certificated form will
not be issued in exchange for the global bonds except under limited
circumstances. See “Book-Entry Settlement and Clearance.”

Any bonds sold outside the United States to non-U.S. persons in
reliance on Regulation S under the Securities Act will be in fully
registered form, without interest coupons attached, only in minimum
denominations of US$100,000 and in integral multiples of US$1,000
in excess thereof. Any bonds sold pursuant to Rule 144 A of the
Securities Act will be issued in fully registered form in
denominations of US$100,000 and integral multiples of US$1,000 in
excess thereof.

The Republic may not redeem the bonds prior to their scheduled
maturity. The bonds will not have the benefit of any sinking fund.

The bonds will be direct, general, unconditional, unsubordinated and
unsecured Public External Debt of the Republic for which the full
faith and credit of the Republic is pledged. The bonds rank and will
rank without any preference, among themselves and equally with all
other unsubordinated Public External Debt of the Republic. It is
understood that this provision shall not be construed so as to require
the Republic to make payments under the bonds ratably with
payments being made under any Public External Debt of the
Republic. See “Description of the Bonds—Status.”

The Republic will not allow any Lien (other than Permitted Liens) on
its assets or revenues as security for any of its Public External Debt,
unless the Republic’s obligations under the bonds are secured equally




Transfer Restrictions; Absence of a Public
Market for the Bonds .........cccooeoevveeviiineennnn.

RiSK FACOTS ..ooeiveiiiiieieceeeeee e

TaXAUION ..ueveieiiieeieieiee et

Trustee, Principal Paying Agent, Transfer
Agent and Registrar ...........ccoecevieienceneennen.

Luxembourg Listing Agent, Paying Agent
and Transfer Agent.........coceeveeiieiincenieninne

Governing Law .......cccooceveviiinieieeeeeeee

and ratably with that Public External Debt. See “Description of the
Bonds—Negative Pledge Covenant” and

“—Defined Terms.” The Republic has agreed to comply with
several other covenants as described under “Description of the
Bonds.”

Application will be made to list the bonds on the Official List of the
Luxembourg Stock Exchange and to trade them on the Euro MTF
market of the Luxembourg Stock Exchange.

The bonds have not been and will not be registered under the
Securities Act and will be subject to restrictions on transferability and
resale. The bonds will be new securities, and there is currently no
established market for the bonds. The Republic and the initial
purchasers cannot assure you that a liquid market for the bonds will
develop. The initial purchasers have advised the Republic that they
currently intend to make a market in the bonds. However, the initial
purchasers are not obligated to do so, and any market making with
respect to the bonds may be discontinued without notice.

An investment in the bonds involves a high degree of risk. Before
deciding to purchase the bonds, you should read carefully all the
information contained in this offering memorandum, including, in
particular, the “Risk Factors” section beginning on page 11 of this
offering memorandum.

The Republic will make all interest payments on the bonds without
withholding or deducting any Dominican taxes, unless required by
law. If Dominican law requires the Republic to withhold or deduct
taxes, the Republic will pay bondholders, subject to certain
exceptions, additional amounts to provide the equivalent of full
payment of interest to bondholders. See “Description of the
Bonds—Additional Amounts” and “Taxation” for important
information regarding possible tax consequences to holders of the
bonds.

The Bank of New York Mellon.

The Bank of New York Mellon (Luxembourg) S.A.

State of New York.
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RISK FACTORS

An investment in the bonds involves a high degree of risk. Before deciding to purchase the bonds, you should
read carefully all of the information contained in this offering memorandum, including in particular, the following
risk factors.

Risks Relating to the Republic

The effects of the global economic crises may adversely affect the Republic’s ability to make payments on
its outstanding external and domestic debt, including the bonds.

Starting in September 2008, the global economy experienced a steep downturn, sparked by uncertainty in
credit markets and deteriorating consumer confidence. This downturn resulted in lower levels of economic growth in
the Dominican Republic, which in turn resulted in lower tax revenues. In addition, the downturn affected many of the
countries that have traditionally imported goods from the Dominican Republic, such as the United States and the
European Union, which resulted in, among other things, a decline in the percentage of GDP represented by exports and
decreased remittances from Dominicans living abroad since 2009 to 2012. Although the global economy has since
shown some signs of improvement, the Republic is not able to assure you that the global economy will continue to
recover in the near future, or that the Dominican economy will benefit from this recovery. Any future global crises
may similarly affect the Republic’s tax revenues and financial condition which may adversely affect its ability to make
payments on its outstanding external debts, including the bonds.

The Dominican economy may contract in the future, which could have a material adverse effect on public
finances and on the market price of the bonds.

Economic growth depends on a variety of factors, including, among others, international demand for
Dominican exports, the stability and competitiveness of the peso against foreign currencies, confidence among
Dominican consumers and foreign and domestic investors and their rates of investment in the Republic, the
willingness and ability of businesses to engage in new capital spending and the rate of inflation. Some of these factors
are outside the Republic’s control. An economic contraction could result in a material decrease in the Republic’s
revenues, which in turn would materially and adversely affect the ability of the Republic to service its public debt,
including the bonds.

From 2010 to 2014 the Dominican economy experienced an annual average growth rate of approximately
5.1%, registering the lowest rate in 2012 (2.6%) primarily due to the effects of the global economic downturn that
reflected in a slowdown of domestic economic activity, a decrease of private comsuption and a reduction in private
investment. However, the Republic cannot offer any assurance that the Dominican economy will continue to grow in
the future.

The Republic may be unable to obtain financing on satisfactory terms in the future, which could adversely
affect its ability to service its public debt, including the bonds.

The Republic’s future fiscal results (i.e., tax receipts excluding interest payments on the Republic’s public
debt) may be insufficient to meet its debt service obligations and it may have to rely in part on additional financing
from domestic and international capital markets in order to meet future debt service obligations. In the future, the
Republic may not be able or willing to access international or domestic capital markets, and the Republic’s ability to
service the Republic’s public debt, including the bonds, may be adversely affected.

The Republic relies on multilateral lenders for financing certain projects and for budget support, including
the IDB and the World Bank. The IDB was the Republic’s largest lender as of September 30, 2015. In certain cases,
disbursements under these financing arrangements are subject to compliance by the Republic with specific fiscal,
performance and other targets. Under the previous Stand-by Arrangement with the IMF, for example, the Republic
was prohibited from accumulating any public arrears to electricity generators and public external debt-holders. Failure
to comply with these undertakings may result in the suspension of disbursements under any future similar
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arrangements. The Republic’s previous Stand-by Arrangement with the IMF expired in March 2012. See “Public
Sector Debt—External Debt—Debt Owed to Official Institutions.”

A significant decrease in remittances from Dominicans living abroad may adversely affect the ability of
the Republic to service its external debt, including the bonds.

Remittances from Dominicans living abroad are a significant source of foreign exchange to the Republic,
providing a portion of the foreign currency required to purchase imports and service external debt, and are a source of
net transfers to the Republic’s current account. Since 2014, Central Bank remittance data is published using a new
reporting system which increased coverage for data from 2010 onwards. With this new data, remittances totaled
USS$3.7 billion in 2010, US$4.0 billion in 2011and 2012, US$4.3 billion in 2013, US$4.6 billion in 2014 and US$3.7
billion in the first nine months of 2015 compared to US$3.5 billion in the first nine months of 2014. The majority of
remittances to the Republic originate from the United States. According to the Central Bank’s preliminary internal
estimates, for the year ended December 31, 2014, Spain and the rest of Europe represented 16.2% and 8.4% of the total
remittances to the Republic, respectively. There can be no assurance that the level of remittances to the Republic will
not decrease significantly in the future as a result of an economic contraction in the source markets, or for any other
reason. A significant decrease in remittances may lead to depreciation of the peso and negatively affect the ability of
the Republic to meet its external debt obligations, including the bonds.

Volatility in the exchange rate between Dominican pesos and the U.S. dollar may adversely affect the
Dominican Republic’s economy and its inflation levels, which could adversely affect the country’s ability to service
its public debt.

Exchange rate volatility is a matter of concern for economic agents, mainly because of its pass-through
effects on domestic prices. The peso has depreciated in the past and may depreciate significantly in the future. As a
result, exchange rate depreciation may increase the level of inflation and consequently preclude the Dominican
Republic from servicing its debt obligations denominated in foreign currency. Alternatively, exchange rate
appreciation may have direct effects on Dominican exports, which could reduce the country’s ability to receive foreign
currency, thus adversely affecting the ability of the Dominican Republic to service its public debt.

In order to mitigate the unfavorable effects of exchange rate volatility, the Central Bank intervenes from time
to time in the foreign exchange market. Currently, the Central Bank is working on an exchange market intervention
framework in accordance with its inflation targeting scheme adopted in 2012. There can be no assurance, however,
that these measures will be sufficient to prevent exchange rate volatility.

The Dominican economy remains vulnerable to external shocks, which could have a material adverse
effect on economic growth and the Republic’s ability to make payments on its debt, including the bonds.

A further decline in the economic growth of any of the Republic’s major trading partners, especially the
United States, could have a material adverse effect on the Republic’s balance of trade and adversely affect the
Republic’s economic growth. The United States is the Republic’s largest export market. The decline in demand for
Dominican imports in the United States may have a material adverse effect on exports and the Republic’s economic
growth. In addition, because international investors’ reactions to the events occurring in one emerging market
economy sometimes appear to demonstrate a “contagion” effect, in which an entire region or class of investment is
disfavored by international investors, the Republic could be adversely affected by negative economic or financial
developments in other emerging market countries. In addition, the recession in the United States between 2007 and
2009 resulted in declines in tourism and foreign direct investment, which are important factors in the Republic’s
economy. The Republic cannot assure you that events affecting other markets will not have a material adverse effect
on the Republic’s growth and its ability to service its public debt, including the bonds.

The Dominican economy is also vulnerable to increases in oil prices. The 2016 Budget was prepared
assuming an estimated price of US$50.4 per barrel of oil in the international market. The average price for imports of
oil and its derivatives into the Dominican Republic was US$88.86 per barrel during 2014 and, according to
preliminary data, it was US$52.06 per barrel during 2015. Increases in the cost of crude oil resulting from political or
social instability or armed conflict in oil-producing states, such as Venezuela and countries in the Middle East, may
adversely affect the feasibility of the 2016 Budget.
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A significant rise in interest rates in developed economies such as the United States could have a material
adverse effect on the economies of the Dominican Republic’s trading partners and adversely affect Dominican
economic growth and the ability of the Republic to service its public debt, including the bonds.

If interest rates increase significantly in developed economies, including the United States, the Republic’s
trading partners could find it more difficult and expensive to borrow capital and refinance existing debt, which could
adversely affect economic growth in those countries. Decreased growth on the part of the Republic’s trading partners
could have a material adverse effect on the markets for Dominican exports and, in turn, adversely affect the
Dominican economy. An increase in interest rates in developed economies would also increase the Republic’s debt
service requirements with respect to its debt obligations that accrue interest at floating rates, which could adversely
affect the ability of the Republic to service its public debt generally, including the bonds.

The on-going crisis in the electricity sector could have a material adverse impact on the Republic’s
economic growth and, ultimately, on the Republic’s ability to service its public debt, including the bonds.

Electricity generators and distributors in the Republic have been beset by financial problems that have
resulted in frequent blackouts, widespread public protests and several temporary and permanent shutdowns of
generating facilities. Distributors, which have experienced financial difficulties because of late payments and
collection problems, have been unable to meet all of their payment obligations to generators, which have consequently
incurred significant debt to finance operations. In September 2003, the Government was forced to renationalize two of
the Republic’s three distribution companies (Ede Norte and Ede Sur) for a purchase price of US$699.6 million
(including interest) and reassume their management due to severe financial and operating difficulties. In 2009, the
Government repurchased the third distribution company (Ede Este). The repurchase followed a settlement of claims
brought against the CDEEE and the Republic by Société Générale and its affiliates based on a bilateral investment
treaty with France.

In recent years, the Government has provided an annual subsidy to the CDEEE to cover operating deficits
resulting from increases in fuel costs and continued inefficiencies in collections and operations. The central
government transferred US$907.3 million in 2012 to the electricity sector as a tariff subsidy and to partially finance
the current deficit of the electricity distributors, representing an increase of 4.5% compared to transfers consummated
in 2011. During 2013, the central government transferred US$1,328.6 million to the electricity sector as a tariff
subsidy and to partially finance the current deficit of the EDEs in 2013, representing an increase in subsidies of 46.4%
compared to 2012. During 2014, the Central Government transferred US$798.1 million to the electricity sector as a
tariff subsidy and to partially finance the current deficit of the electricity distributors, representing a decrease in
subsidies of 40.0% compared to the US$1,328.6 million transferred in 2013. During the nine-month period ended
September 30, 2015, the Central Government transferred US$568.4 million to the electricity sector as a tariff subsidy
and to partially finance the current deficit of the electricity distributors, representing a decrease in subsidies of 15.4%
compared to the US$672.0 million transferred in the same period of 2014.

The deficit for the electricity sector was US$652.3 million in 2010, primarily due to increased fuel costs not
recovered in the prevailing tariffs and inefficiencies in collections and operations. This deficit increased to US$848.2
million in 2011, US$951.6 million in 2012, US$852.7 million in 2013, and US$889.1 million in 2014, primarily due to
high technical and non-technical losses in the electricity distribution network, increased fuel costs, inefficiencies in
collections and operations, and an increased demand for energy. As of September 30, 2015, the deficit for the
electricity sector was US$379.5 million, representing a decrease of 38.1% compared to the deficit recorded as of
September 30, 2014.

Decreases in the market price for gold could have a material adverse effect on the Dominican Republic’s
economy and adversely affect the ability of the Republic to service its public debt, including the bonds.

The Dominican Republic’s economy is exposed to commodity price volatility, especially with regards to
gold and silver, which accounted for 2.2%, 13.3% and 16.4% of total exports in 2012, 2013 and 2014, respectively.
The increase in exports in recent years is principally due to the beginning of operations of the Pueblo Viejo gold mine.
A significant drop in the price of commodities, such as gold, could have a material adverse effect on the Dominican
Republic’s economy and adversely affect the ability of the Republic to service its public debt, including the bonds.
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Stability and growth in the Dominican Republic may be adversely affected if the level of unemployment
does not decline.

The Government estimates that 14.5% and 14.0% of the population of legal working age was not employed in
2014 and 2015, respectively. This percentage has varied moderately during the previous years (15.0% in 2013, 14.7%
in 2012, 14.6% in 2011 and 14.3% in 2010). Increases in the rate of unemployment or any failure to reduce
unemployment may have negative effects on the Republic’s economy and, as a result, a material adverse effect on the
Republic’s ability to service its public debt, including the bonds.

Any revision to the Republic’s official financial or economic data resulting from any subsequent review of
such data by the Central Bank or other government entities could have a material adverse effect on the Republic’s
ability to service its public debt, including the bonds.

Certain financial and other information presented in this offering memorandum may subsequently be
materially adjusted or revised to reflect new or more accurate data as a result of the periodic review of the Republic’s
official financial and economic statistics. Such revisions could reveal that the Republic’s economic and financial
conditions as of any particular date are materially different from those described in this offering memorandum. The
Republic can offer no assurance that such adjustments or revisions will not have a material adverse effect on the
interests of the Republic’s creditors, including any purchasers of the bonds pursuant to this offer.

Future political support for the Government’s economic reform program, including servicing of the
external debt, is not assured.

The Medina administration’s party, the Partido de la Liberacion Dominicana, currently controls a majority
in both houses of the Dominican Congress. However, future changes in the political environment and commodities
prices may lead to a shift in economic policy and a reduction in the proportion of the Government’s budget devoted to
debt service or have other adverse effects on the Republic’s ability to meet its debt obligations in the future, including
the bonds.

The Republic relies heavily on foreign oil supplies, which may be disrupted or experience an increase in
cost in the future.

The Republic is dependent on oil imports to satisfy domestic energy consumption. In June 2005, the Republic
entered into the PetroCaribe Agreement under which the government of Venezuela agreed to supply oil to the
Republic on financing terms that currently are more favorable than those generally available in the market. See
“Recent Developments—Petrocaribe Liability Management Transaction” and “The Economy—Principal Sectors of
the Economy—Secondary Production—Manufacturing—Free Trade Zones” and “Public Sector Debt—External
Debt—Paris Club and Other Bilateral Lenders.” The Republic cannot guarantee that this agreement, or any future
agreement with Venezuela or any other country, will not be terminated. Furthermore, any disruption in oil supply or a
significant increase in international oil prices may have a material adverse effect on the Dominican economy and
could adversely affect the ability of the Republic to service its public debt generally, including the bonds.

Natural disasters and extreme weather conditions could adversely affect the Republic and its financial
condition.

The Republic is located on an island in the Caribbean region, which may be affected by meteorological
events and extreme weather conditions from time to time. The location of the Republic often puts it in the path of
hurricanes and tropical storms that sweep the region typically between the months of June and November, which have
the potential to cause extensive physical and economic damage. The Republic is also located in a geographical area
that has experienced earthquakes, such as the 2010 earthquake in Haiti. A meteorological catastrophe, other extreme
weather event or other natural disaster could, among other things, limit access to, damage or destroy one or more of the
Republic’s properties or parts of its infrastructure, including roads and bridges. A catastrophe or other extreme
weather event may also result in disruption to the local economy, and may cause labor, fuel and other resource
shortages.
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Risks Relating to Owning the Bonds

There is no established trading market for the bonds, and the price at which the bonds will trade in the
secondary market is uncertain.

The bonds will be a new issue of securities with no established trading market. The Republic does not know
the extent to which investor interest will lead to the development of an active trading market for the bonds or how
liquid that market may become. If the bonds are traded after their initial issuance, they may trade at a price lower than
their principal amount, depending upon prevailing interest rates, the market for similar securities and general
economic conditions in the United States, the Dominican Republic and elsewhere.

The Republic will submit an application to list the bonds on the Euro MTF market of the Luxembourg Stock
Exchange. The Republic cannot assure you that a trading market for the bonds will develop or that the price at which
the bonds will trade in the secondary market will be sustainable. If an active market for the bonds fails to develop or
continue, this failure could harm the trading price of the bonds.

The ability of holders to transfer bonds in the United States and certain other jurisdictions will be limited.

The bonds issued pursuant to this offer have not been and will not be registered under the Securities Act and,
therefore, may not be offered or sold in the United States except pursuant to an exemption from the registration
requirements of the Securities Act and applicable U.S. state securities laws. Offers and sales of the bonds may also be
subject to transfer restrictions in other jurisdictions. You should consult your financial or legal advisors for advice
concerning applicable transfer restrictions with respect to the bonds.

Any investment in securities of a sovereign issuer in an emerging market involves significant risks.

The Dominican Republic is an emerging market economy and investing in securities of emerging market
issuers generally involves risks, including, among others, political, social and economic instability that may affect

economic and fiscal results. Instability in the Dominican Republic and in other Latin American and emerging market
countries has been caused by many different factors, including, among others, the following:

e high interest rates in the United States and financial markets of the Republic;
e devaluation or depreciation of the currency;

e inflation;

e changes in governmental economic, tax or other policies;

e the imposition of trade barriers;

e fluctuations in international fuel prices;

e the impact of hostilities or political unrest in other countries that may affect international trade,
commodity prices and the global economy;

e internal security issues relating to crime; and
e dependence on remittances and tourism.

Any of these factors, as well as volatility in the markets for securities similar to the bonds, may adversely
affect the liquidity of, and trading market for, the bonds.

There can be no assurance that any crises such as those described above or similar events will not negatively
affect investor confidence in emerging markets or the economies of the principal countries in Latin America, including
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Dominican Republic. In addition, there can be no assurance that these events will not adversely affect the Dominican
economy, its ability to raise capital in the external debt markets in the future or its ability to service its public debt.

The Republic is a sovereign state and it may be difficult to obtain or enforce judgments against it.

The Republic is a sovereign state. Consequently, while the Republic has irrevocably submitted to the
jurisdiction of U.S. state or federal courts sitting in the Borough of Manhattan, The City of New York, with respect to
the bonds, which are governed by New York law, it may be difficult for holders of the bonds or the trustee to obtain or
enforce judgments with respect to the bonds from courts in the United States or elsewhere against the Republic. No
treaty currently exists between the United States and the Dominican Republic providing for reciprocal enforcement of
foreign judgments.

Additionally, while the Republic has, to the fullest extent permitted under applicable law, including the U.S.
Foreign Sovereign Immunities Act of 1976 and including the limitation mandated by the Constitution of the
Dominican Republic which submits to Dominican law and Dominican courts all agreements executed between the
Dominican Government and foreign entities or individuals domiciled in the Dominican Republic, irrevocably waived
sovereign or other immunity from jurisdiction with respect to any suit, action or proceeding arising from or relating to
the bonds or the Republic’s failure or alleged failure to perform any obligations under the bonds (whether through
service of notice, attachment prior to judgment, attachment in aid of execution, execution or otherwise), there are
important exceptions to this waiver. It may not be possible to enforce in the Republic a judgment based on such a U.S.
judgment. In addition, under the laws of the Republic, the property and revenues of the Republic are exempt from
attachment or other form of execution before or after judgment. See “Description of the Bonds—Governing Law” and
“—Submission to Jurisdiction.”

Moreover, the Republic has not consented to service or waived sovereign immunity with respect to actions
brought against it under the U.S. federal securities laws or any state securities laws. In the absence of a waiver of
immunity by the Republic with respect to such actions, it would not be possible to obtain a judgment in such an action
brought in a U.S. court against the Republic unless such court were to determine that the Republic is not entitled under
the U.S. Foreign Sovereign Immunities Act of 1976 to sovereign immunity with respect to such action. Further, even if
a U.S. judgment could be obtained in any such action under the U.S. Foreign Sovereign Immunities Act of 1976, it
may not be possible to enforce in the Republic a judgment based on such a U.S. judgment. Execution upon property of
the Republic located in the United States to enforce a U.S. judgment may not be possible except under the limited
circumstances specified in the U.S. Foreign Sovereign Immunities Act of 1976. See “Enforceability of Civil
Liabilities.”

The bonds will contain provisions that permit the Republic to amend the payment terms of the bonds
without the consent of all holders.

The bonds will contain provisions regarding voting on amendments, modifications and waivers which are

commonly referred to as “collective action clauses.” Under these provisions, certain key terms of the bonds may be
amended, including the maturity date, interest rate and other payment terms, without your consent.
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USE OF PROCEEDS

The Republic estimates the net proceeds from the sale of the bonds, after deducting fees, commissions and
estimated expenses payable by the Republic, will be approximately US$997,940,000.

The Republic intends to use the net proceeds from the sale of the bonds for general purposes of the
Government of the Republic, including the partial financing of the 2016 Budget.
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THE DOMINICAN REPUBLIC
Territory and Population

The Dominican Republic is located on the eastern two-thirds of the Caribbean island of Hispaniola, which
lies between the islands of Cuba to the west and Puerto Rico to the east, and is situated approximately 670 miles
southeast of Florida. Its territory covers an area of approximately 48,442 square kilometers, including a
1,288-kilometer coastline and a 360-kilometer land frontier that it shares with Haiti, which occupies the western
portion of the island. The Dominican Republic’s major cities are Santo Domingo de Guzman (the nation’s capital),
Santiago de los Caballeros, La Vega, San Pedro de Macoris, La Romana and Puerto Plata.

The Dominican Republic has a tropical maritime climate, with average annual temperatures of about 78
degrees Fahrenheit (equivalent to approximately 26 degrees Celsius) and only slight seasonal temperature variations
throughout the year. The location of the Dominican Republic often puts it in the path of hurricanes that sweep the
Caribbean region between the months of June and November. The occurrence of a major hurricane, and the threat of
future hurricanes in the region, could adversely affect the Dominican economy.

The Dominican Republic’s population of approximately 10.1 million is multi-racial and multi-cultural, with
a predominant Spanish cultural influence. Slightly more than one quarter of the population resides in rural areas.
According to the national census conducted in 2010, the population grew at an estimated average annual rate of 1.5%
in the period from 2000 to 2010. The Dominican Republic’s adult literacy rate is approximately 90.9%. The education
system consists of public and private schools that offer pre-school (ages 3-5), primary (ages 6-13), and secondary
(ages 14-17) education. There is one public university in the country — the Autonomous University of Santo Domingo,
founded in 1538 and the oldest university in the Western Hemisphere — and 33 private universities, which offer
undergraduate programs lasting three to five years. The Autonomous University of Santo Domingo and several
private universities also offer graduate programs that typically last one to two years. In addition, various private and
public institutions offer vocational programs for students who have not completed their secondary education.

The World Bank classifies the Dominican Republic as an upper middle-income developing country. The
following table sets forth comparative GDP figures and selected other comparative statistics of the countries listed.

Dominican El United
Republic Jamaica Guatemala Salvador Panama Colombia  Costa Rica Mexico States
Per capita GDP (PPP) .......ccccco... US$13,262 US$8,875 US$7,454 US$8,351 US$20,895 US$13,357 US$ 14,918 US$17,108  USS 54,629
United Nations index of human
development (world ranking) .... 101 99 128 116 60 97 69 74 8
Life expectancy at birth (in
VEAIS) c.eveiverenereeersieieeaeienenene 73.5 75.7 71.8 73 77.6 74.0 79.4 76.8 79.1
Adult literacy rate.........c.ooeeeeneee 90.9% 87.9% 77.0% 86.8% 94.1% 93.6% 97.4% 94% N/A
% of population below the
poverty line® .........ccccoovvrrvnn. 9.1% N/A 26.5% 11.5.% 8% 13.8% 4% 10.3% N/A

(1)  Poverty is defined as an income of US$2 a day per capita per household, adjusted by differences in purchasing power.

N/A = Not Available.

Source: World Bank Development Indicators (updated as of December 22, 2015) and 2014 United Nations Human Development Report. Includes data as of the most
recent year available.

History, Government and Political Parties
History

Founded as a colony of Spain in 1492, the Dominican Republic was under Spanish rule until 1821, when it
declared its independence from Spain. Following a month-long period of independence, the Dominican Republic was
invaded by Haiti, which occupied the country until 1844. After successfully waging a battle for independence against
Haiti, political factions within the Dominican Republic battled for control, and the country underwent various changes
of government, including voluntary annexation to Spain in the 1860s. Factional infighting continued until the United
States occupied the country from 1916 to 1924. A democratic government established in 1924 was followed by the
military dictatorship of Rafael Leonidas Trujillo, who ruled the Dominican Republic from 1930 until he was
assassinated in 1961. A brief period of political instability followed during which the Dominican Republic was
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governed by a series of different factions and was subject to foreign military intervention under the auspices of the
Organization of American States.

Juan Bosch, then leader of the Partido Revolucionario Dominicano (the Dominican Revolutionary Party, or
the “PRD”), and a reformist social-democratic politician, was elected President in 1962. In September 1963, the
military, backed by the business elite and factions of the Dominican Catholic Church unhappy with Bosch’s reform
agenda, deposed Bosch’s government in favor of a civilian junta led by Donald Reid Cabral, a member of the
country’s business elite. The ruling junta soon became unpopular, and in April 1965, a civil-military coup attempted
to return Bosch to power. The United States, propelled by fears of the spread of communism in the region, invaded the
Dominican Republic four days after the attempted coup. Shortly thereafter, conservatives and PRD members signed
an agreement that established a provisional government and called for new elections.

Conservative Joaquin Balaguer of the center-right Partido Reformista, later transformed into the Partido
Reformista Social Cristiano (the Christian Social Reform Party, or the “PRSC”), was elected President in 1966.
Balaguer governed for 12 years (1966-78) and went on to become a dominant political figure in the Dominican
Republic for the following two decades. Balaguer’s administration was based on a compromise among the traditional
agrarian and industrial elites, the rising urban middle class and the military. The United States supported Balaguer’s
administration, guaranteeing its stability. In 1978, Antonio Guzman of the PRD was elected President. Guzman was
followed in 1982 by Salvador Jorge Blanco, also of the PRD.

In 1986, Balaguer regained the presidency and was reelected in 1990 and again in 1994 after defeating José
Francisco Pefia Gomez, of the PRD, in a highly-contested election. Controversy surrounding the legitimacy of the
reelection of Balaguer in 1994 and charges of election fraud led to a political compromise by which Balaguer agreed to
shorten the term for which he was elected from four to two years. This compromise also led to major constitutional
reforms that, among other things, instituted pivotal changes in the electoral and judicial systems. These changes
secured the autonomy of the judiciary and enhanced the Dominican electoral process. For a description of the 1994
amendments to the Constitution, see “—Government.”

In the 1996 presidential election, Leonel Fernandez of the PLD, a party founded by Juan Bosch following his
split from the PRD, defeated Pefia Gomez as the result of an alliance with Balaguer and the PRSC. Fernandez was
succeeded as President in 2000 by Hipo6lito Mejia, of the PRD. In 2004, Fernandez was again elected President after
obtaining 57% of the votes cast (followed by Mejia with 33.6% and the PRSC candidate, Eduardo Estrella, with
8.7%). On August 16, 2004, Leonel Fernandez was inaugurated as President for his second non-consecutive four-year
term. President Fernandez was re-elected in 2008 after obtaining 53.8% of the votes cast (followed by Miguel Vargas
with 40.5% and Amable Aristy with 4.6%). In August 2012, President Leonel Fernandez’s term ended and President
Danilo Medina, also a member of the PLD, was inaugurated as President of the Republic for a single four-year term,
without the possibility of running for reelection in 2016. President Medina was elected after obtaining 51.21% of the
votes cast during the first ballot, against former President Hip6lito Mejia's 46.95% of the Dominican Revolutionary
Party (PRD). A presidential election is scheduled for May 2016 and, due to an amendment to the Constitution
approved by Congress in June 2015, President Medina will be running for re-election. See “Recent
Developments—Government.”

Government

The Dominican Republic is politically organized as a representative democratic government, and is
geographically and administratively divided into 31 provinces and one national district, each with its own civil
government. The 1966 Constitution, last amended on January 26, 2010, provides for a presidential system of
government in which national powers are divided among independent executive, legislative and judicial branches.

Executive power is exercised by the President, who appoints the cabinet, enacts laws passed by the legislative
branch, and is the commander-in-chief of the armed forces. The President and Vice President run for office on the
same ticket and are elected by direct majority vote to one four-year term. The 1994 constitutional amendments require
that a second electoral round be held if the first round does not result in a majority vote for any one presidential
candidate (a majority in the first round constitutes at least 50% plus one vote of the total votes cast).
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Pursuant to the 2010 amendments to the Constitution, a President was elected for a period of four years and
may not be reelected for a consecutive term. However, on June 12, 2015, the Dominican Congress approved additional
amendments to the Constitution, whereby a President is allowed to run for reelection for a consecutive four-year term
after which he cannot run again in the future. Since the aforementioned constitutional amendments, presidential
elections will be held during the same year as legislative and municipal elections.

The legislative branch is composed of a 32-member Senate and a 190-member Chamber of Deputies, which
together constitute the Congress. Each province and the Distrito Nacional (the National District of the capital city,
Santo Domingo) is represented by one senator and two or more deputies depending on the size of its population.
Members of Congress are elected by popular vote to four-year terms, except members elected in May 2010 which
were elected for a six-year term, allowing for the next congressional elections to be carried out during the same year as
the presidential election as determined by the 2010 amendment.

Many Dominican nationals living abroad maintain personal and business ties with the Republic, including by
sending remittances into the Republic, which is a significant source of the Republic’s foreign exchange. The 2010
constitutional reform allows these Dominicans to maintain active political involvement as well. In accordance with
the 2010 constitutional reform and for the first time in Dominican history, in the elections held on May 20, 2012, seven
overseas deputies (lower chamber of the Legislative Branch) were elected in representation of the Dominican
diaspora. The PRD won four out of these seven newly-created legislative seats and the PLD won the three remaining
seats.

Most legislative initiatives originate with the executive branch. In matters of monetary policy and banking
law, legislative initiatives that do not originate in the Central Bank must be approved by a qualified majority of
senators and deputies.

As a result of the 2010 constitutional reforms, the 16 members of the Supreme Court are appointed for life,
with a mandatory retirement age of 75 years, by the Consejo Nacional de la Magistratura (the National Council of the
Judiciary), a body that was created solely for this purpose in the 1994 constitutional reforms. Pursuant to the 2010
constitutional reforms, the National Council of the Judiciary has the authority to appoint the President of the Supreme
Court and the two substitute justices, all of whom hold office for a 7-year term and may be re-elected for one
consecutive 7-year term. The National Council of the Judiciary is composed of the President of the Republic, the
president of the Senate, a senator from a political party different from that of the president of the Senate, the president
of the Chamber of Deputies, a deputy from a party different from that of the president of the Chamber of Deputies, the
president of the Supreme Court, another Supreme Court judge appointed by the Supreme Court and the Attorney
General (Procurador General de la Republica). The Supreme Court has exclusive jurisdiction over actions against the
President, designated members of the cabinet and members of Congress as well as over cassation remedies (recursos
de casacion). The Supreme Court may also hear appeals from lower courts in certain cases.

The Dominican judicial system is also composed of the following courts:

e Courts of First Instance, which have jurisdiction over all cases that do not have jurisdiction expressly
granted to other courts;

e  Courts of Appeals, which review judgments rendered by the Courts of First Instance; and
e Peace Courts, which handle a broad variety of minor cases.

In addition, specialized courts handle administrative, labor, traffic and land registration disputes. Under the
1994 constitutional amendments, lower court judges are appointed by the Supreme Court. Under the 2010
constitutional amendments, the Tribunal Constitucional (Constitutional Court) was created. It is composed of 13
judges elected by the National Council of the Judiciary who serve for a 9-year term. All decisions of this Court are
final.

Like many countries in Latin America, cases of corruption continue to occur in the Republic. The Republic

has implemented legislative and administrative measures to combat corruption, including the ratification of the
Inter-American Convention Against Corruption and the creation of the Procuraduria Especializada de Corrupcion

20



Administrativa (Special Corruption Public Prosecutor’s Office), a specialized branch of the Ministerio Publico (Public
Prosecutor’s Office).

Political Parties

The principal political parties in the Dominican Republic are the Partido de la Liberacion Dominicana or
PLD (democratic center left), the Partido Revolucionario Dominicano or PRD (social democratic), the Partido
Revolucionario Moderno (social democratic) and the Partido Reformista Social Cristiano or PRSC (conservative
democratic). The following is a brief explanation of the history and orientation of each principal party.

Partido de la Liberacion Dominicana. The PLD has a democratic center left orientation and supports
socially-oriented market policies. The PLD was founded by late former President Juan Bosch, who died in November
2001, after his split with the PRD. Its principal leaders are current President Danilo Medina and former President
Leonel Fernandez. The PLD derives its political support primarily from the middle class and certain professional and
intellectual circles. The PLD and its allies (known as the Bloque Progresista or “Progressive Bloc”) have an absolute
majority in the Senate and in the Chamber of Deputies.

Partido Revolucionario Dominicano. The PRD is a social democratic party. Its principal leader, José
Francisco Pefia Gomez, died in 1998. The party’s current leader is Mr. Miguel Vargas, who ran for office in the 2008
presidential elections. The PRD derives its political support primarily from the lower and lower-middle classes. The
PRD has no members in the Senate and is the minority bloc in the Chamber of Deputies. On September 7, 2015, the
PLD and PRD signed a political alliance agreement for the upcoming May 2016 general elections, in which they
agreed to propose common candidates for such elections. President Danilo Medina will be running as the candidate for
both parties.

Partido Revolucionario Moderno. The PRM is a newly created social democratic party, formerly known as
Alianza Social Dominicana. Its principal leaders are former President Hipdlito Mejia Dominguez and the PRD’s 2012
vicepresidential candidate Luis Abinader, who is now the party’s Presidential candidate. Its members are mostly
persons who resigned from the PRD to form a new party. The PRM derives its political support primarily from the
lower and lower-middle classes.

Partido Reformista Social Cristiano. The PRSC is a conservative christian democratic party that advocates
free-market principles. Its principal leader, the late former President Joaquin Balaguer, died in July 2002. Its current
leader and president is Federico Antun Batlle. Former PRSC President, Carlos Morales Troncoso, died in October
2014 and PRSC’s 2008 presidential candidate and current Senator, Amable Aristy Castro, resigned from the
organization and joined the Partido Liberal La Estructura in February 2015. During the rule of President Balaguer, the
PRSC established close ties with certain business sectors, particularly in the fields of industry and construction. Since
President Balaguer’s death, the PRSC has undergone a process of reorganization. On December 13, 2015, the PRSC
approved a political alliance with the PRM, at the same time refusing a proposed alliance by the PLD.

The first Fernandez administration (1996-2000) emphasized macroeconomic stability, modernization of the
Dominican economy and of governmental institutions, economic and political integration with the Caribbean region
and the global economy, strengthening of the judiciary, and modernization of the education system. The 2004-2008
Fernandez administration faced considerable challenges when it took office, including stressed public finances and
economic instability following a banking crisis and a downturn in GDP growth in 2003. In its first two years in office,
the Fernandez administration focused on restoring order to public finances, fostering an economic recovery and
tackling the structural problems that contributed to the 2003 crisis by adopting measures to strengthen state
institutions, improve banking supervision and regulation and combat corruption. Several of the Fernandez
administration reforms have successfully been carried out. See “The Economy—Economic Policies of the Republic”
and “The Monetary System—Supervision of the Financial System—Reforms of the Financial System.”
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The priorities of the third Fernandez administration (2008-2012) included the following:

e areform of the Constitution to consolidate democracy, fortify state institutions, include social,
environmental and cultural rights and transfer more power to citizens, which was approved by the
Congress in January 2010; and

e execution of an ambitious infrastructure plan, including the first Santo Domingo subway line, which
started commercial operations in January 2009.

The priorities of the Medina administration (2012-2016) include the following:

e macroeconomic stability;

fiscal consolidation;

e debt reduction;

e improvement of the education system;

e promotion of micro-loans access;

e rural and urban infrastructure development;
e modernization of the healthcare system; and
e the creation of new employment.

Congressional representation of each of the political parties since the most recent elections in May 2010 and
2012 is as follows:

Senate Chamber of Deputies
Seats % Seats Y%
Partido de la Liberacion Dominicana and allied parties...... 31 96.9 99 52.5
Partido Revolucionario Dominicano and allied parties........ 0 0 80 41.5
Partido Reformista Social Cristiano (PRSC).........cccceueueee 1 3.1 11 6.0
TOLAL ettt 32 100.0% 190 100.0%

(1) Includes 7 Deputies of the Diaspora elected in May 2012.
Source: Junta Central Electoral

Significant Litigation

The Central Government and the Ministerio de Obras Publicas y Comunicaciones (Ministry of Public
Works) were party to an arbitration proceeding resulting from a suit filed by Concesionaria Dominicana de Autopistas
y Carreteras S.A. (Dominican Road and Highway Concession), or CODACSA, before the International Chamber of
Commerce of Paris on June 23, 2008. On May 25, 2012, the arbitral panel rendered a final award in favor of
CODACSA in the amount of approximately US$42.8 million plus interest until payment in full. The Republic has
provisioned for the payment of the award in its 2013 budget and has paid six of the eight scheduled payments in
accordance with the payment plan as of the date of this offering memorandum.

On June 10, 2013, a final default judgment for approximately US$50.1 million was entered against the
Republic and the Instituto Nacional de Recursos Hidrdaulicos (National Hydraulics Resource Institute or “INDRHI”)
in relation to a claim filed by Sun Land & RGITC LLC and Arquitectural Ingenieria Siglo XXI LLC in which the
plaintiffs allege that the Republic and INDRHI breached the agreement between the plaintiffs and the Republic and
INDRHI for the construction of an irrigation system in province of Azua. On June 28, 2013, the Republic and INDRHI
filed a motion to vacate the order, which was denied on August 20, 2013. On August 27, 2013, the Republic formally
filed the notice of appeal. On September 17, 2013, the Republic also filed a second motion to vacate the default
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judgment based on its sovereign immunity, which was denied on December 10, 2013. The Republic subsequently filed
a second notice of appeal with the Eleventh Circuit Court of Appeals. On August 20, 2014, the Republic and INDRHI
filed the relevant appellate brief and on March 25, 2015, the parties presented their oral arguments before the Eleventh
Circuit Court of Appeals. On June 10, 2015, such Court of Appeals concluded that the district court erred by denying
the Dominican Republic’s motion to vacate the default judgment based on its sovereign immunity and, accordingly,
reversed the district court’s orders and remanded the case. On December 2, 2015, the district court issued a decision to
vacate the default judgment entered against the Dominican Republic and INDRHI, and granted the plaintiffs the right
to file an amended complaint by December 31, 2015 to assert any claims not barred by the Eleventh Circuit’s decision.
Instead of filing the amended complaint on December 31, 2015, however, the plaintiffs asked the district court to
reconsider its December 2, 2015 order and requested more time to file the amended complaint. The court denied the
plaintiffs’ request for reconsideration and ordered them to file any amended complaint by January 11, 2016.
Consistent with the court’s ruling, the plaintiffs filed their amended complaint on January 9, 2016, alleging one count
for breach of contract and protocol against the Republic and INDRHI. The response to the amended complaint from
the Republic and INDRHI is due on January 25, 2016.

Foreign Policy and Membership in International and Regional Organizations

The Dominican Republic maintains diplomatic relations with 129 countries and is a member of several
regional and international organizations, including:

e the United Nations (founding member), including many of its specialized agencies;
e the Caribbean Forum of African, Caribbean and Pacific States;

e the Economic Commission for Latin America and the Caribbean;

e the Inter-American Development Bank (the “IDB”);

e the Inter-American Investment Corporation;

e the Caribbean Development Bank;

e the International Monetary Fund (the “IMF”);

e the World Bank;

e the International Centre for Settlement of Investment Disputes;

e the International Finance Corporation;

e the International Labour Organization;

e the Multilateral Investment Guaranty Agency;

e the Organization of American States;

e the World Trade Organization (the “WTO”);

e the Central American Integration System (the “SICA”);

e the Central American Monetary Council (the “CMCA”); and

e the Central American Bank for Economic Integration (the “CABEI”).

In addition, the Dominican Republic participates in several regional initiatives designed to promote trade and
foreign investment. The most significant of these initiatives are the following:
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e  The Dominican Republic — Central America Free Trade Agreement, or “DR-CAFTA?”, with the United
States and several Central American countries (Costa Rica, El Salvador, Guatemala, Honduras and
Nicaragua). DR-CAFTA, which replaced the prior U.S.-Caribbean Textile Parity Agreement, increases
the percentage of Dominican exports to the United States that will be free of tariffs. DR-CAFTA became
effective in 2007.

e Free trade agreements with the members of the Central American Common Market, Panama and the
Caribbean Community (“Caricom”), each of which lowered tariffs and established trade rules in areas
such as foreign investment, public procurement, rules of origin, customs procedures, safeguard
measures, sanitary requirements, technical barriers to trade, unfair trade practices, promotion of
competition, intellectual property and dispute resolution.

e The LOME IV Convention, which in 2000 became the Cotonou Agreement, pursuant to which the
European Union offers economic cooperation and assistance to former colonies in Africa, the Caribbean
and the Pacific. Under this agreement, the Republic benefits from donations, development loans and
technical cooperation provided by the European Union.

e The Economic Partnership Agreement (the “EPA”), in effect since 2007, among the Caricom Countries
and the European Union, pursuant to which all goods exported to the European Union (except for
firearms) from Caricom Countries enter European markets free from import duties. In addition, the EPA
provides a framework for liberalization in the services trade between the Dominican Republic and
members of the European Union, liberalizes investment regulations, and strengthens protection of
intellectual property rights.

e The Free Trade Agreement of the Americas, which seeks to create a free trade zone in the Western
Hemisphere. Negotiations continue as to the implementation of this agreement, and the Republic has
continued to participate in the periodic Summits of the Americas since 1998.

e The Association of Caribbean States, whose purpose is to promote regional economic integration and
cooperation. Through its involvement in this association, the Republic has been able to establish
dialogues and working relationships with its neighbors on a series of important issues, such as trade
liberalization, tourism, disaster relief, transportation and foreign investment.

The Republic has also worked closely with the World Bank and the IDB to promote economic development
and financial stability. Currently, these multilateral organizations are financing several projects in the Republic in
areas such as education, agriculture, public sector reform, transportation, telecommunications, disaster relief, public
health, environmental reform and financial sector reform. The aggregate amount of loans extended by the
International Bank for Reconstruction and Development (“IBRD”) under the World Bank and the IDB from 2010 until
2014 is US$2,230.0 million. In 2010, the Dominican Congress approved loans from the World Bank for an aggregate
amount of US$177.0 million, dedicated primarily to social protection and development, and from the IDB in an
aggregate amount of US$370.0 million, for social protection, education, natural disasters and competitiveness
programs. In 2011, Congress approved loans from IDB for an aggregate amount of US$295.0 million to improve the
efficiency of the electricity sector, water treatment, tourism and agricultural innovation. In 2012, Congress approved
loans from the IDB and the World Bank for an aggregate amount of US$224.0 million, for the prevention and
management of natural disasters and social reform programs. In 2013, Congress approved loans from the IDB for an
aggregate amount of US$726.0 million, to support the social program known as “Progressing with Solidarity,” as well
as to strengthen the management of the health sector and the fiscal support program. In 2014, Congress approved loans
from the IDB for an aggregate amount of US$75.0 million, to support water access and productivity development
programs.

Relations with Haiti
The Dominican Republic generally maintains friendly relations and close ties with Haiti. The two countries

have entered into several bilateral agreements in areas of mutual interest such as immigration, reforestation of the
border region, agriculture and livestock and education. In addition, Haiti and the Dominican Republic are seeking to
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develop free trade zones on the Dominican Republic-Haiti border. On April 8, 2002, the Presidents of these two
countries inaugurated a binational free trade zone on that border.

According to the national census conducted in 2010, an estimated 312,000 Haitians currently live in the
Dominican Republic. This population is generally comprised of three distinct subgroups: seasonal agricultural
workers, undocumented immigrants and political refugees. Most Haitians living in the Dominican Republic are
undocumented, and illegal immigration occasionally becomes a source of tension between the two countries.

Although the Government has not made any explicit commitment towards Haitian immigrants in terms of
healthcare, education or social security, the Haitian population in the Dominican Republic generally benefits from the
Government’s social services, particularly with respect to healthcare. Additionally, the Government seeks to improve
living conditions in the bateyes, which are communities within the sugar cane areas that are inhabited principally by
Haitian immigrants.

Haitians in the Dominican Republic work mainly in the construction and agricultural sectors. The Haitian
labor force is generally comprised of unskilled workers earning low wages. The increased availability of low-wage
Haitian workers may have an adverse effect on the living conditions of low-wage Dominican workers with whom they
compete.

On January 12, 2010, a devastating earthquake occurred approximately 16 miles west of Port-au-Prince,
Haiti’s capital, causing widespread destruction and an estimated 222,517 deaths and leaving an estimated 1.2 million
people homeless. In addition, the earthquake severely damaged or destroyed numerous government buildings,
provoking an institutional and security crisis in Haiti. The international community reacted quickly following the
earthquake and mobilized to provide humanitarian relief and assistance in the reconstruction of the affected areas in
Haiti. According to the United Nations Office for Coordination of Humanitarian Affairs (“OCHA”), as of February
2010 the main priorities for assistance continue to include the supply of shelter and sanitation, and the removal of
rubble and clean-up of the affected areas. The Republic has actively participated in these relief efforts, playing an
important role in particular in coordination and logistics of the relief efforts. The measures adopted by the Republic
include opening the border to allow free flow of aid to Haiti from the Dominican side, making Dominican hospitals
located near the Haitian border available to assist victims of the earthquake as well as the donation of kitchen sets
(cocinas moviles) to enable the continuance of feeding programs, among other humanitarian measures.

Before this earthquake, Haiti was the second most important destination for Dominican exports, which
reached US$680.3 million in 2009. The political stabilization of Haiti in the period 2005-2009 had been creating more
favorable conditions for productive economic activities. Damages caused by the earthquake have been estimated at
US$7,754.2 million, representing 121% of Haiti’s GDP. Financing needs are estimated to require a contribution of
US$7,590.3 million in the next three years for the reconstruction of infrastructure, the environment, risk management
and supporting the recovery of productive and institutional improvements, among other aspects.

The Dominican Republic's statistical agency has reported that exports to Haiti were US$1,190.0 million in
2010. In 2011, the Dominican Republic's exports to Haiti continued to increase compared to 2010 (21.4%) but to a
lesser extent when compared 2010 to 2009 (74.9%). In 2012, exports to Haiti increased by 7.8% compared to 2011
although in 2013, exports decreased by 2.8% compared to 2012. Exports to Haiti represented approximately 15% of
all Dominican exports in 2010-2014, representing the second most important destination for Dominican exports. In
2014, exports to Haiti were US$1,423.2 million, a decrease of US$90.4 million (6.0%) as compared to 2013, with no
significant variation in the composition of exports. In October 2015, the Haitian government implemented a new
restriction on exports from the Dominican Republic, prohibiting land commerce and transportation (but not through
sea or air) of a total of 23 products, which represent the most relevant products in terms of volume of exports from the
Dominican Republic to Haiti. As of the date of this offering memorandum, the impact of this new policy has not been
measured yet.
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The on-going reconstruction of Haiti could have a favorable impact on Dominican exports in the immediate
future, if certain conditions, such as the following, are met:

e Haiti manages to develop an institutional infrastructure that ensures at minimum security, legal certainty
and transparency in the processes of allocation of resources for reconstruction. Dominican companies
may be able to benefit from the Republic’s geographic proximity that enables them to serve the Haitian
market efficiently and promptly.

e Donations and resources from the international community for reconstruction efforts in Haiti and budget
support are freely available for a quick recovery and strengthening of productive activities, employment

and the financial system so that private consumption returns to pre-crisis levels.

e Non-tariff measures such as restrictions on imports of 23 products from the Dominican Republic to Haiti
are eliminated.

e Haiti’s government is capable of successfully managing the reconstruction efforts in the medium- and
long-term so that production recovery and poverty reduction measures can be possible.
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THE ECONOMY
History and Background

In the 1930s and after the end of World War II, many countries in Latin America pursued policies of
industrialization through import substitution. These policies were based on the following tenets:

e state intervention in the economy through the creation of barriers to trade in order to protect domestic
production from foreign competition and through the expansion of state-owned enterprises that provided
large numbers of jobs;

e protection of certain local industries; and
e an expansion of domestic markets.

The policies of import substitution took place in the Dominican Republic approximately between 1945 and
1985. During this period, the Government promoted industrialization primarily through fiscal incentives and
investments in infrastructure. The Dominican economy expanded due to growth in several industry sectors,
improvements in education and increased government spending. This economic expansion, in turn, led to
opportunities for upward social mobility and the rise of an urban middle class. At the same time, the urban working
class expanded due to rural-urban migration.

In the late 1970s and 1980s, import substitution policies based on fiscal incentives to local industries
generated significant structural economic weaknesses. These policies limited fiscal revenues and reduced
productivity growth. The results were the following:

e fiscal deficits;
e current account deficits; and
e low economic growth as a result of limited domestic markets and lower productivity.

The oil crisis in 1979 exacerbated these fiscal and current account imbalances. The situation deteriorated
further with the decline in prices of Dominican export commodities and a worldwide recession. The Dominican
Republic, along with most other Latin American economies, plunged into a debt crisis that led to a shift in
development policies.

In the mid-1980s, the Government adopted policies to increase exports and improve the fiscal balance.
Liberalization of the exchange rate, combined with the imposition of new taxes, contributed to the improvement of the
external accounts and the fiscal balance. The dynamism in tourism and export manufacturing in industrial parks called
zonas francas, or “free trade zones,” stimulated economic growth, employment and income. For a description of the
free trade zones, see “—Secondary Production—Free Trade Zones.” Workers’ remittances also increased
dramatically during the 1980s, becoming one of the Republic’s main sources of foreign currency. By the late 1980s,
however, high public spending on infrastructure projects (principally roads, highways, dams and tourism facilities)
resulted in a public sector deficit that was domestically financed, and, in turn, resulted in an increase in inflation.

In 1990, the Government successfully implemented stabilization and economic reforms that resulted in a
fiscal balance, and created the internal conditions for rapid and sustainable economic growth and price stability. The
central elements of the Government’s economic policy consisted of a series of structural reforms, including tariff, tax,
financial and labor reforms, gradual adjustments in the price of oil and oil derivatives, interest rate liberalization and
improved banking supervision. On the basis of these policies, the IMF and the Republic agreed on two stand-by loan
arrangements.

The Government implemented further reforms in 1995, when the Dominican Congress passed a foreign
investment law that dismantled various restrictions on foreign direct investment. Those restrictions had included:
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e aban on foreign investments in certain sectors of the economy; and
e alimit on the profits that foreign investors could repatriate.

The 1995 foreign investment law also ensured the equal treatment of investors regardless of nationality by
eliminating requirements such as the need to obtain Central Bank approval before profits could be repatriated.

The various reforms that the Government adopted during the 1990s succeeded in curbing inflation and
restoring growth, in part by controlling the expansion of public sector expenditures, reducing state intervention in the
economy, increasing the competitiveness of the Dominican economy and rationalizing the Government’s fiscal and
monetary policies. Additionally, economic growth, higher employment, stable prices and rising real wages led to
modest improvements in income distribution and a decline in poverty. Between 1992 and 1999, the Republic’s real
GDP grew at an average annual rate of 6.8%, which placed it among the fastest growing economies in Latin America.

The Republic continued to experience robust economic growth through 2000. However, from 2001
economic growth began to decline as a result of several external shocks, including the aftermath of the terrorist attacks
of September 11,2001 and the economic slowdown in the United States and the European Union. These shocks led to
weakened demand for the export of Dominican goods and services, the depreciation of the euro and a further steady
increase in oil prices which had started in the last quarter of 2000.

In 2003, the Dominican economy experienced severe setbacks that led to an acute crisis. The economic crisis
was precipitated by the collapse of Banco Intercontinental, S.A. (Baninter), the country’s second largest commercial
bank in terms of deposits, in May 2003. The Banking Superintendency intervened in Baninter in response to
accusations of fraud and losses of approximately US$2.5 billion. Public confidence in the banking system severely
eroded, leading many depositors to withdraw their deposits from banks, causing two other private domestic banks,
Bancrédito and Banco Mercantil, to experience liquidity crises and near collapse. The Central Bank provided liquidity
assistance to Bancrédito and Banco Mercantil of approximately DOP9.7 billion (US$278.0 million at the DOP/USS$
exchange rate of DOP35.06 per US$1.00 as of December 31, 2003) and the Government financed the costs of the
banking crisis, guaranteeing deposits and honoring interbank liabilities domestically and abroad. In order to cover the
costs of this bailout, the Central Bank relaxed its monetary policy, increasing the money supply as it financed lost
deposits. This led to an increase in inflation, a depreciation of the peso and an increase in domestic real interest rates.

The banking crisis provoked a broader deterioration of the economy, which included a decrease in real GDP
(which declined 0.3% in 2003 compared to 2002), a substantial increase in the non-financial public sector deficit, a
sharp depreciation of the peso, a substantial reduction in the levels of the Central Bank’s net international reserves
(from US$376 million at December 31, 2002 to US$123 million at December 31, 2003), an increase in domestic real
interest rates as a result of the Central Bank’s open-market operations to curb inflation, and an increase in
unemployment. The economic crisis gave rise to social unrest as economic conditions deteriorated and labor strikes
and street demonstrations became prevalent.

As aresult of significant pressure on the peso and concerns over further economic deterioration, the Republic
requested the assistance of the IMF and agreed to a US$600 million financing program in August 2003. As part of the
program, the Government agreed to a package of economic reforms and political measures designed to strengthen the
country’s financial system, public finances and the Central Bank’s monetary policy. The IMF suspended the facility
in September 2003, after the Government deviated from the agreed economic program set forth in the IMF stand-by
arrangement in effect at the time by re-purchasing two electrical distribution companies from Spanish company Uni6n
Fenosa, which had previously been privatized by the Mejia administration. See “—Privatization and Role of the State
in the Economy—Privatization” and “Public Sector Debt—External Debt—Debt Owed to Official
Institutions—IMF.”

The economic crisis negatively affected the Government’s fiscal receipts and liquidity, resulting in arrears
and the eventual restructuring of public sector external debt owed to multilateral institutions, bilateral lenders (both
Paris Club and non-Paris Club members), private banks and suppliers. Nevertheless, although the economy as a whole
contracted by 0.3% in 2003 compared to 2002, trade from the free trade zones grew by 2.1% and receipts from the
tourism sector grew 13.6%, primarily due to the depreciation of the peso that led to cheaper exports and tourism costs,
which increased external demand for these goods and services.
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During the first half of 2004, economic performance and the Government’s public sector finances were
adversely affected by the ongoing economic crisis and by the uncertainty surrounding the presidential election held in
May 2004. In the second half of 2004, however, the Dominican economy started to show signs of improvement,
particularly during the fourth quarter, with the peso appreciating against the dollar by 35.1% during the second half
(compared to a depreciation of 2.2% in the first half), a decreased rate of inflation and an improved fiscal balance
during this period. In 2004, real GDP increased by 1.3%, as compared with 2003, the Central Bank’s net international
reserves increased to US$602.2 million at December 31, 2004, from US$123.6 million at December 31, 2003 and the
rate of inflation decreased to 28.7%, as compared to 42.7% in 2003.

The Republic’s economic recovery from its 2003-2004 domestic financial crisis continued in 2005, reflecting
continuing increases in economic activity and liquidity. In 2005, real GDP increased by 9.3%, the peso appreciated by
27.5% against the dollar, and the average private-market DOP/US$ exchange rate for the purchase of dollars in 2005
was DOP30.07 per US$1.00, compared to DOP41.45 per US$1.00 for 2004. The Central Bank’s net international
reserves increased by US$917.5 million in 2005 and inflation was 7.4%, as compared to 28.7% in 2004. The nominal
domestic interest rate on deposits of the banking sector was 11.6% at December 31, 2005, compared to 21.2% at
December 31, 2004.

On January 31, 2005, the IMF approved a new two-year Stand-by Arrangement (the “2005 Stand-by
Arrangement”) of approximately US$665.2 million, conditioned on the Republic’s commitment to implementing
measures designed to promote macroeconomic stabilization and structural reforms in the fiscal, monetary, financial
and electricity sectors specified in the Stand-by Arrangement. On August 29, 2005, the IMF announced that the
Republic’s performance under the 2005 Stand-by Arrangement for the first and second quarters of 2005 had been met
and that progress had been made in the area of structural reforms, including the drafting of legislation to enhance fiscal
management and strengthen monetary and financial institutions. On September 29, 2005, the Republic submitted a
letter of intent and technical memorandum of understanding to the IMF, requesting completion of the first and second
reviews under the 2005 Stand-by Arrangement and waivers of certain structural reform requirements pending
approval of these reforms by the Dominican Congress. The IMF announced the completion of the first and second
reviews on October 18, 2005, which entitled the Republic to borrow up to approximately US$139.0 million under the
2005 Stand-by Arrangement.

The IMF and the Republic agreed on various quantitative measures of economic performance for 2006,
including criteria regarding the performance of the electricity sector. The criteria established in the Stand-by
Arrangement for 2005 were successfully met despite the accumulated financial deficit in the electricity sector.
Dominican authorities intended to search for equilibrium in the finances of the non-financial public sector in order to
lower the national debt as a percentage of GDP. Similarly, the government successfully implemented its monetary
policies, achieving single-digit inflation and significantly increasing the international reserves of the Central Bank.

In December 2005, the Government approved a tax reform that sought to expand the goods that incurred
value added tax (“VAT”) and increased income and excise taxes. See “Public Sector Finances — Tax Regime.” As part
of an institutional reform, Congress further approved new initiatives, including the creation of the Public Debt Office
in January 2006. The Government created a single account administered by the Department of Treasury in order to
promote efficiency and transparency regarding public assets. Finally, the gradual increase in international oil prices
adversely impacted the electricity sector causing an increase in government subsidies.

In 2005, the Government successfully implemented its comprehensive strategy for the restructuring of its
outstanding debt, including the exchange of approximately US$1.07 billion, or 97% of the aggregate outstanding
principal amount of its 9.50% bonds due 2006 and 9.04% bonds due 2013, for new 9.50% amortizing bonds due 2011
and new 9.04% amortizing bonds due 2018; the rescheduling of past due supplier financing and debt service payments
due in 2005 and 2006 to several international commercial banks and to members of the Paris Club; and the refinancing
of the Republic’s payment obligations in connection with the repurchase from Unién Fenosa of two electricity
distribution companies in 2003. See “—Privatization and Role of the State in the Economy—Privatization.”

2010-2014 Developments
The Dominican economy grew by 8.3% in 2010 driven by the substantial recovery in most of the economic

activities: agriculture, livestock, fishing and forestry (7.1% growth); traditional manufacturing (7.3% growth); free
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trade zones (10.7% growth); construction (10.4% growth), wholesale (13.8% growth); transportation (9.9% growth);
financial services (14.4% growth), in each case compared to 2009. Real GDP growth resulted from the
implementation of certain macroeconomic policies in connection with the Stand-by Arrangement with the IMF
entered into in November 2009. The success of these policies and the achievement of certain goals established under
the Stand-by Arrangement, along with a general worldwide recovery from the global economic crisis, resulted in
sustained improvement in the Republic’s economy during 2010. In 2010, the rate of inflation was 6.2% compared to
5.8% in 2009. In 2010, the Central Bank’s net international reserves increased by US$490.8 million. The average
DOP/USS$ exchange rate for the purchase of dollars in 2010 was DOP36.75 per US$1.00, compared to DOP35.90 per
US$1.00 for 2009, which represents a 2.3% nominal average depreciation.

In 2011, the Republic’s real GDP grew by 2.8%, mainly due to the reorientation of monetary policy to a more
neutral stance, in order to avoid inflationary pressures, given prevailing high international prices for oil and other raw
materials. Between March and May 2011, the Central Bank increased the monetary policy rate on short-term deposits
from 5.0% to 6.75%, while maintaining the annual Lombard interest rate at 9.5%. These targeted measures were
intended, in part, to slow the pace of growth in lending and, thus, prevent an economic overheating as the Republic’s
economy experienced a marked recovery from the global economic crisis that began in 2008. In 2011, the rate of
inflation rose to 7.8% compared to 6.2% in 2010, as a result of internal and external shocks suffered in the first
semester, although there was an appreciable slowdown in price increases through the end of the year. The Central
Bank’s net international reserves increased US$295.3 million in 2011. The average DOP/US$ exchange rate for the
purchase of dollars in 2011 was DOP38.02 per US$1.00, compared to DOP36.75 per US$1.00 for 2010, which
represents a 3.3% nominal average depreciation.

During 2012, the Republic’s real GDP grew by 2.6%, as compared to 2.8% increase during 2011. The slight
slowdown in the growth rate was primarily the result of a reduction in external demand and domestic private
investment. The period was characterized by a significant increase in government spending mainly oriented towards
public investments and conditional cash transfers to social programs, along with fiscal revenues below budgeted
amounts. Due to the deterioration of the fiscal accounts, a fiscal reform was approved by the Congress in November
2012. For more information on the fiscal reform, see “Public Sector Finances—Tax Regime”. On the monetary
policy side, a more flexible monetary policy stance was adopted in the second half of 2012, with a reduction in the
monetary policy rate.

In addition, during 2012 the Central Bank’s net international reserves decreased by US$428.1 million. The
average DOP/USS$ exchange rate for the purchase of dollars in 2012 was DOP39.24 per US$1.00 compared to
DOP38.02 per US$1.00 for 2011, which represents a 3.1% nominal average depreciation.

In January 2012, the Dominican Congress enacted Law No. 1-12, which established the “National
Development Strategy 2030” (Estrategia Nacional de Desarrollo - END - 2030). This long-term vision of the nation
requires the need for political, economic and social forces to arrive at a fiscal pact designed to finance sustainable
development and ensure fiscal sustainability through a comprehensive tax restructuring. Thus, in November 2012, a
new tax reform was introduced by Law No. 253-12, which focuses on improving efficiency, transparency and fairness
of the tax structure, as well as raising tax revenue as a percent of GDP. See “Public Sector Finances—Tax Regime.”
For more information on the Republic’s fiscal policies, see “Public Sector Finances.”

In 2013, the Republic’s real GDP grew by 4.8%, as compared to 2.6% growth during 2012. Despite
experiencing a growth rate of barely 0.8% in the first quarter of 2013, real GDP grew 3.8% in the second quarter, 6.8%
in the third quarter and 7.7% in the fourth quarter of 2013, yielding a cumulative GDP growth rate of 4.8% for 2013.
The acceleration in GDP growth, particularly in the last two quarters, was mainly due to the monetary policy decision
taken in May 2013 to release DOP20.2 billion from the reserve deposits held by financial institutions at the Central
Bank in order to boost financing to the productive sectors of the economy. This was implemented by lowering the
regulatory reserve requirements by 3.3 percentage points. For more information on the Republic’s monetary policy,
see “Balance of Payments and Foreign Trade—Monetary Policy.” In addition, during 2013 the Central Bank’s net
international reserves increased 36.7% from US$3,209.8 million as of December 31, 2012 to US$4,386.5 million as of
December 31, 2013. The nominal DOP/US$ exchange rate increased gradually during 2013, reaching DOP42.67 per
dollar in the last business day of December, which represented an annualized peso depreciation rate of 5.7% since the
beginning of 2013. The average DOP/USS exchange rate for the purchase of dollars in 2013 was DOP41.71 per
US$1.00 compared to DOP39.24 per U$S1.00 for 2012, which represents a 5.9% nominal average depreciation.
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The Republic’s real GDP grew by 7.3% in 2014, a significant improvement compared to real GDP growth of
4.8% registered in 2013. This real GDP growth in 2014 was mainly due to the favorable behavior of domestic demand,
with a reactivation of consumption and public and private investment, as well as external demand, led by an increase in
the export of goods and services. For 2014, the Central Bank had established an inflation target of 4.5%, plus or minus
1%. However, as a result of the reduced external inflationary pressures during the second half of 2014, the annual rate
of inflation remained below the lower limit of the Central Bank’s target, and the inflation rate closed at 1.58% in 2014.
In addition, during 2014 the Central Bank’s net international reserves increased by 6.0%, from US$4,386.5 million as
of December 31, 2013 to US$4,650.4 million as of December 31, 2014. The nominal depreciation of the DOP/US$
exchange rate increased gradually during 2014, reaching DOP44.20 per dollar in the last business day of December,
which represented an annualized peso depreciation rate of 3.5% during 2014.

The Economic Policies of the Republic

The administration of former president Leonel Fernandez established several goals for its economic policy,
such as promoting macroeconomic and structural policies aimed at stabilizing prices and recovering a path of
sustained growth, strengthening the financial system to improve the operating sufficiency, transparency and efficiency
of domestic banks, and increasing the independence and accountability of the Central Bank and other governmental
agencies.

In order to achieve these goals, the Fernandez administration implemented several economic reforms from
2004 to 2012, focused on developing social programs and public infrastructure, and strengthening the economy, which
included:

e the US$1.7 billion multiyear Stand-by Arrangement entered by the Republic with the IMF in November
2009 (see “Public Sector Debt—External Debt—Debt Owed to Official Institutions—IMF”’);

e the restructuring of substantially all of the Republic’s portfolio of external debt (see “Public Sector
Debt—Debt Restructuring”);

e tax reforms designed to increase tax revenues and improve the fiscal balance, including an increase in the
VAT, higher tax rates on luxury goods and a new 10% tax on telecommunications services (see “Public
Sector Finances—Tax Regime”);

e the implementation of the DR-CAFTA (see “The Dominican Republic—Foreign Policy and
Membership in International and Regional Organizations” and “Balance of Payments and Foreign
Trade—Foreign Trade”); and

e construction and operation of the Santo Domingo subway.

Additionally, consistent with its economic stabilization and reform agenda, the Fernandez administration
took important measures to improve the Government’s fiscal situation, such as measures to limit public subsidies to
the gas and the electricity sectors, and measures to reduce tax evasion and simplify tax administrative proceedings for
small businesses.

The administration of President Danilo Medina announced a significant structural reform agenda aimed in
particular at reducing public spending and reforming the tax code (see “Public Sector Finances—Tax Regime”). The
principal goals of this structural reform are to gradually develop long-term fiscal sustainability and to reduce the
percentage of GDP represented by public debt. The administration’s reform program also seeks to improve the
financial situation of the electricity sector by reducing transfers from the Central Government to the CDEEE, and
developing a broad array of social programs aiming to reduce poverty and create jobs, in particular by prioritizing
public expenditures in relevant sectors such as education.

In late 2012, the administration began to carry out this reform agenda through the implementation of the 2013
Budget Law and the 2012 Tax Reform (as defined in ““ Public Sector Finances—Tax Regime”), which incorporate
policies designed to promote income growth, reducing public expenditures, and strengthening public institutions. As
such, the Medina administration has begun to implement fiscal policies aimed at achieving macroeconomic stability,
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which will allow the administration to meet the objectives set forth in the National Development Strategy 2030 and to
comply with deficit and debt targets, such as the suspension of contributions from public funds to plans and
complementary pension funds, and measures to reduce public expenditures for fiscal year 2014.

Gross Domestic Product and Structure of the Economy

The Dominican economy is driven primarily by private consumption, investment and exports. The GDP by
expenditure approach shows that as of December 31, 2014, private consumption accounted for 72.4% of GDP,
government consumption for 10.9% of GDP and gross investment for 21.5% of GDP.

The following tables set forth the Republic’s GDP by expenditure for the periods indicated.

Gross Domestic Product by Expenditure
(in millions of US$ and as a % of total GDP at current prices)""”

As of December 31,

2010 2011@ 2012 2013@ 2014@
US$ % US$ % US$ % US$ % US$ %
Government
consumption............ 5,242.6 9.7 5,444.9 9.3 6,344.7 10.5 6,162.3 10.1 6,966.4 10.9
Private consumption..... 40,098.0 74.6 44,122.9 75.7 45471.5 75.1 452422 73.9 46,397.6 72.4
Total consumption........ 45.340.6 84.3 49,567.8 85.0 51,816.2 85.6 51,404.5 83.9 53,364.0 83.3

Total gross investment . 14,334.5 26.7 14,609.8 25.1 13,953.7 23.1 13,367.7 21.8 13,794.0 21.5
Exports of goods and

SEIVICES..euererrernenes 11,790.0 21.9 13,814.4 23.7 14,778.6 244 15,583.2 254 16,487.2 25.7
Imports of goods and
SEIVICES..vuverraeerennes (17,691.5)  (32.9) (19,701.4)  (33.8) (20,022.3)  (33.1) (19,099.4) (31.2) (19,591.8)  (30.6)

(5,901.5)  11.0)  (5,887.0) (10.1)  (5243.7) (87 (35162) (57  (3,1045)  (48)
53,7736 1000 582906  100.0 60,5262  100.0 612560 1000 64,0534  100.0

(1) Based on the weighted average exchange rate for each year.
(2) Preliminary data.
Source: Central Bank

Gross Domestic Product by Expenditure
(in millions of DOP and as % change from prior year, at current prices)

As of December 31,
2010 2011 2012 2013" 2014
DOP % DOP % DOP % DOP % DOP %
Government
consumption............ 192,926.2 53 207,221.4 7.4 2492229 203 257,390.9 33 303,027.0  17.7
Private consumption..... 1,475,592.1 156  1,679,233.8  13.8 1,786,147.0 6.4 1,889,709.9 58  2,018,227.7 6.8
Total consumption........ 1,668,518.4 143  1,886,4552  13.1  2,035,369.9 7.9  2,147,100.8 5.5  2,321,254.7 8.1

Total gross investment.  527,505.4 274 556,020.6 5.4 548,109.1 (1.4) 5583529 1.9 600,017.7 7.5
Exports of goods and

SCIVICES...evvrvrvereeene 433,869.1 18.7 525,750.8 21.2 580,512.5 10.4 650,889.2 12.1 717,170.1 10.2
Imports of goods and

SEIVICES.cvuvmvrenrennen (651,041.0) 27.7 (749,797.7) 152 (786,487.9) 49  (797,757.3) 1.4 (852,212.8) 6.8
Net exports (imports) ... _(217,171.9) 505 (224,047.0) 32 _(2059753)  (8.1) _(146,868.0) (28.7) _(135042.7) (3.1)
1630 I 1,978,851.9 144  2,218,4288 12.1  2.377,503.7 72 2,558,585.6 76  2.786,229.7 8.9

(1) Preliminary data.
Source: Central Bank
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Gross Domestic Product by Expenditure
(in chained volume indexes (or “Index”) referenced to 2007 and as % change from prior year) ®

As of December 31,
2010 2011 2012 2013 2014"
Index % Index % Index % Index % Index %

Government

consumption............ 111.5 5.1 111.5 0.1 124.1 11.3 116.2 (6.4) 128.1 10.3
Private consumption..... 119.9 8.1 123.7 3.1 127.4 3.1 130.3 2.3 134.9 3.5
Total consumption........ 118.8 7.6 122.3 2.9 127.0 3.9 128.6 1.2 134.1 43
Total gross

investment® ......... N.A. N.A. NA.  NA. NA.  NA N.A.  NA. N.A. NA.
Gross fixed

investment® ........... 107.4 18.3 103.2 (3.9) 101.1 (2.0) 100.8 (0.3) 111.5 10.5
Exports of goods and

services.... 97.3 11.4 109.9 13.0 118.8 8.1 129.0 8.6 139.2 7.8
Imports of goods and

SEIVICES..vveiererrerenns 110.7 17.5 112.0 1.2 116.6 4.1 112.7 (3.3) 117.2 4.1
Net exports (imports) ... N.A. N.A. NA. NA. N.A. N.A. NA.  NA. N.A. NA.
Real GDP.....ooooccrrrnee 112.8 8.3 1159 28 119.0 2.6 1247 48 1338 73

(1) Preliminary data.

(2) Changes in inventories are a volatile component of the total gross investment; therefore their chained indexes and y-o-y changes may lack
economic consistency. Thus, total gross investment indexes and changes are not estimated. A gross fixed investment index is estimated, which
accounts for most of the gross investment component of GDP.

(3) For additional information on this methodology please see “Defined Terms and Conventions—Certain Defined Terms—GDP.”

Source: Central Bank

In 2010, the Dominican economy grew 8.3% in real terms as compared to 2009. The effects of the monetary
measures implemented in 2009, in conjunction with the IMF Stand-by Arrangement signed in November 2009,
influenced domestic demand, where the final consumption increased 7.6% and gross fixed investment increased
18.3%, in each case as compared to 2009. Gross fixed investment benefited from the momentum recorded in public
investment and an increase in financial lending for private construction projects. Similarly, the improvement in the
flow of international trade resulting from the positive global economic outlook, resulted in a significant recovery in the

components of external demand, where exports and imports increased by 11.4% and 17.5%, respectively, as compared
to 2009.

The pace of economic growth was moderated in 2011, and real GDP registered a 2.8% increase as compared
to 2010, partly as a result of monetary policy tightening, which had been implemented earlier in 2011 and drove
interest rates back to a more neutral stance in order to avoid overheating the economy due to internal and external
pressures. This trend also resulted in a decrease of 3.9% in gross fixed investment, as evidenced by lower government
capital expenditures. Despite the foregoing, foreign demand for domestic goods continued to expand, with exports
increasing 13.0%, mainly due to exports of minor products and the resumption of exports of nickel-iron, which had
been suspended for three years.

In 2012, the real GDP growth pace remained moderated, which resulted in an increase of 2.6% year over
year. Final consumption increased by 3.9% as compared to 2011, mainly as a result of lower interest rates induced by
areduction in the monetary policy rate that helped to boost credit in domestic currency during the second half of 2012.
Nevertheless, gross fixed investment contracted for the second straight year, showing a decrease of 2.0% as compared
to 2011. This decrease in gross fixed investment was mainly due to the fact that the significant growth in public
investment did not offset the contraction in private investment, as investors deferred their investments in anticipation
of approval of the 2012 Tax Reform that took effect in January 2013. However, the positive trend in exports was
maintained, reflecting an increase of 8.1% as compared to 2011, mainly as a result of gold exports, which favored from
high international prices for this metal.

In 2013, the Republic’s real GDP grew by 4.8% as compared to 2012, mainly due to the timely
implementation of fiscal and monetary stimulus, aimed at increasing bank lending and enhancing economic activity.
Final consumption decreased by 0.6% during the first half of 2013 as compared to the same period in 2012, but it
showed increases of 0.4% in the second quarter, 1.7% in the third quarter and 4.2% in the fourth quarter, yielding a
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cumulative growth rate of 1.2% for 2013. Similarly, gross fixed investment decreased by 4.8% during the first nine
months of 2013, although it showed a positive performance during the fourth quarter, increasing by 13.6% as
compared to the same period in 2012, mainly influenced by the recovery in private investment. As a consequence,
gross fixed investment showed a slight contraction of 0.3% in 2013 as compared to 2012. In addition, there was an
improvement in net exports, where total exports increased by 8.6% year over year, primarily a result of higher exports
of gold and silver, and imports decreased by 3.3% year over year, as a consequence of the reduction in the international
prices of the main commodities used in domestic production.

In 2014, the Republic’s real GDP grew by 7.3% as compared to 2013, mainly due to an increase in domestic
demand, that resulted primarily from improvements in gross fixed investment (10.5%) and total consumption (4.3%),
as well as an increase in exports (7.8%), primarily as a result of increased exports of gold and silver. The positive
results in gross fixed investment were driven by the recovery in private investment, which occured since the fourth
quarter of 2013, encouraged by the acceleration of financial lending and by the increase of public investment,
particularly in civil infrastructure.

The following table sets forth investment and savings in U.S. dollars and as a percentage of total GDP at
current prices for the periods indicated.

Investment and Savings
(in millions of US$ and as a % of total GDP at current prices)

As of December 31,
2010 20119 2012 2013 2014
US$ % US$ % US$ % USS$ % USS$ %
Domestic investment............cccoeveevereerreenenns 14,334.5 26.7 14,609.8 25.1 13,953.7 23.1 13,367.7 21.8 13,794.0 21.5
Domestic savings:
Public SaVINGS ...cvcveeeierieieieecreeeee 469.3 0.9 304.7 0.5 (234.6) 0.4) 69.8 0.1 349.4 0.5

Private savings............. .. 98589 183 99464 17.1 10,217.7 169 10,761.3 17.6 11,4188 17.8
Total domestic savings. ... 10,328.3 19.2 10,251.1 17.6  9,983.1 16.5 10,831.1 17.7 11,768.2 18.4
External savings @.........cocoooveveerreereerennnns 4,006.3 7.5 43587 7.5 3,970.6 6.6 2,536.7 4.1 2,025.8 3.2

Total savings 14,334.5 26.7 14,609.8 25.1 13,953.7 231 13,3677 21.8 13,794.0 215

(1) Preliminary data.
(2) Calculated as the inverse negative of the current account balance.
Source: Central Bank

During the period from 2010 through 2014, domestic and external savings have accounted on average for
17.9% and 5.8% of total GDP at current prices, respectively. However, during 2013 and 2014, there was an
improvement in terms of reducing the need for external savings (equivalent to the reduction of current account deficit)
to finance total domestic investment. This positive trend became apparent in 2014, with domestic savings representing
18.5% of GDP and external savings representing only 3.2% of GDP, as compared to the five-year average of 17.9%
and 5.8%, respectively.

The following table sets forth annual per capita GDP and per capita income in U.S. dollars for the periods
indicated.
Per Capita GDP") and Per Capita Income®
(in USS$ at current prices)”’

As of December 31,
2010 20119 20129 20139 20149
US$ % US$ % US$ % US$ % US$ %
Per capita GDP .........cccoccooovnnn.n.. 5,673.2 10.6 6,084.5 7.3 6,252.1 2.8 6,260.4 0.1 6,480.9 3.5
Per capita income..........cccoovevrunene 5,899.5 11.5 6,257.5 6.1 6,413.8 2.5 6,378.1 (0.6) 6,593.9 3.4

(1) Without adjustment to reflect changes in purchasing power.

(2) Per capita national disposable income, which is equal to GDP plus net investment and financial income from abroad plus foreign remittances,
divided by the country’s population for each year.

(3) Based on the weighted average exchange rate for each year.

(4) Preliminary data.

Source: Central Bank
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During the 2010 to 2014 period, economic growth and the improved employment levels resulted in an
expansion of per capita GDP and per capita income.

Principal Sectors of the Economy
The main economic activities in the Dominican Republic are:

e agriculture and livestock;

e  manufacturing;

e construction;

e wholesale and retail trade;

e tourism (which has secondary effects on various sectors of the economy); and

e transportation.

The contribution of these sectors to GDP, coupled with the value they added to other sectors of the economy,
contributed to the overall growth of the Dominican economy during the period from 2010 to 2014. The annual average
growth rate of GDP for 2010-2014 was 5.1%.

The following table sets forth the principal sectors of the economy in 2014.

Sectors of the Dominican Economy
(as a % of GDP for 2014, at current prices)

2014
Prmary PrOQUCHON ..........o.ooeioiooee oo ee e 7.4
MANUFACIUIINED ... ee e ee e e e e e s e ee e 14.5
Other Secondary ProdUCHON® .............co. oot e s se e snees 10.6
SCIVICES™ ..ottt 60.5
TaAXES (1SS SUDSIAICS)...eevetetiteieiieet ettt ettt ettt e b ettt ettt ekt be st sh e bt et eb et ettt e s e ebeebeneen 7.1

(1) Includes agriculture, livestock, fishing and forestry, and mining.

(2) Includes traditional manufacturing and free trade zones.

(3) Includes electricity, gas and water, and construction.

(4) Includes wholesale and retail trade; communications; hotels, bars and restaurants; and other service industries.
Source: Central Bank

The following tables set forth the distribution of GDP in the Dominican economy, indicating for each sector
its percentage contribution to GDP and its annual growth rate for the periods indicated, in each case as compared to the
comparable period in the prior year.

Gross Domestic Product by Sector
(in millions of DOP and as a % of GDP, at current prices)

As of December 31,
2010 20117 2012 2013 2014
DOP % DOP % DOP % DOP % DOP %
Primary production:
Agriculture, livestock,
fishing and forestry .... ~ 119,215.8 6.0 127,860.9 5.8 138,961.5 5.8 150,159.3 5.9 160,681.5 5.8
Mining.......ooooovveeerennn. 8,910.7 0.5 14,479.2 0.7 17,266.4 0.7 37,742.2 1.5 44,509.0 1.6
Total primary
production............... 128,126.4 6.5 142,340.1 6.4 156,227.9 6.6 187,901.6 7.3 205,190.5 7.4
Secondary production:
Manufacturing:

35



As of December 31,

2010 2011® 2012® 20130 2014
DOP % DOP % DOP % DOP % DOP %
Traditional...................... 240,466.5  12.2 2652069 12.0  279,804.1 11.8 297,1382 11.6 315,636.3 113
Free trade zones............. 60,480.5 3.1 72,916.2 33 76,318.0 3.2 81,531.7 3.2 87,726.6 3.1

Total manufacturing....  300,947.0 152 338,123.0 152 356,122.1 15.0 378,669.9 148 403,362.9 145
Electricity, gas and

A UZ:1 (<) N 35,324.1 1.8 39,756.3 1.8 42,838.6 1.8 44,383.3 1.7 46,404.6 1.7
Construction.........oov.... 206,182.0 10.4 220,340.2 9.9 225,640.3 9.5 227,715.3 8.9 249,668.9 9.0

Total secondary

production............... 542,453.1 27.4 598,219.5  27.0 624,601.1 26.3 650,768.5 25.4 699,436.4  25.1
Services:

Wholesale and retail

trade......ceeveveeveererennnn. 197,969.6 10.0 221,869.1 10.0 239,545.8 10.1 248,275.6 9.7 263,879.4 9.5
Hotels, bars and

restaurants .................. 143,787.8 7.3 160,138.4 7.2 173,020.4 7.3 187,296.3 7.3 207,686.1 7.5
Transportation................ 167,048.1 8.4 209,218.9 9.4 224,186.4 9.4 233,698.7 9.1 249,739.5 9.0
Communications............ 38,526.3 1.9 39,314.3 1.8 40,929.3 1.7 43,803.8 1.7 44,304.4 1.6
Financial services . . 73,649.0 3.7 82,490.7 3.7 92,793.9 3.9 98,642.8 3.9 105,805.9 3.8
Real estate....................... 174,027.7 8.8 205,343.9 9.3 216,637.2 9.1 230,300.1 9.0 244.879.1 8.8
Public administration..... 81,488.3 4.1 84,932.4 3.8 103,909.2 44 117,528.2 4.6 136,642.7 4.9
Private education .. 40,308.9 2.0 43,380.7 2.0 47,489.9 2.0 54,706.2 2.1 58,907.9 2.1
Public education ............ 33,274.9 1.7 36,926.4 1.7 38,744.7 1.6 52,534.3 2.1 67,448.2 2.4
Private health ................. 35,348.6 1.8 39,398.9 1.8 45,114.0 1.9 49,548.2 1.9 55,195.2 2.0
Public health .. . 17,833.9 0.9 22,582.6 1.0 19,806.3 0.8 20,321.5 0.8 23,289.7 0.8
Other services ................ 159,925.4 8.1 180,621.3 8.1 192,865.9 8.1 211,610.8 8.3 226,592.6 8.1

Total services ............ 1,163,188.5 58.8  1,326,217.5 59.8 1,435,043.0 60.4 1,548,2664 60.5 1,684,370.7 60.5

Total GDP ..o 1,978,851.9 100.0 2,218,428.8 100.0 2,377,503.7 100.0 2,558,585.6 100.0 2,786,229.7 100.0

(1) Preliminary data.
Source: Central Bank
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Primary production:
Agriculture, livestock,
fishing and forestry .............

Total primary production....
Secondary production:
Manufacturing:
Traditional...........ccoevevererrenennnn
Free trade zones......................
Total manufacturing..............
Electricity, gas and water
Construction
Total secondary
production.........c.cceeveunee.
Services:
Wholesale and retail trade ......
Hotels, bars and restaurants....
Transportation...........cceeueueeene
Communications.....................
Financial services .
Real estate........cccoeveereeeerrennnns
Public administration..............
Private education
Public education
Private health ..........ccccocvenenne
Public health ..
Other services ....
Total services ........cceeveeuennes

Total GDP ......ccooveiieerennns

(1) Preliminary data.
Source: Central Bank

Gross Domestic Product by Sector
(in millions of US$ and as a % of GDP, at current prices)

As of December 31,

2010 2011 2012 2013" 2014

US$ % US$ % US$ % US$ % US$ %
3,239.6 6.0 3,359.6 5.8 3,537.7 5.8 3,595.0 5.9 3,694.0 5.8
242.1 0.5 380.5 0.7 439.6 0.7 903.6 1.5 1,023.2 1.6
3,481.7 6.5 3,740.1 6.4 3,977.2 6.6 4,498.6 73 4,717.2 7.4
6,5345 122 6,968.5  12.0 7,1232 118 7,113.9 11.6 7,256.3 11.3
1,643.5 3.1 1,915.9 3.3 1,942.9 32 1,952.0 3.2 2,016.8 3.1
8,178.0 152 8,884.4 152 9,066.1  15.0 9,065.9 14.8 9,273.0 14.5
959.9 1.8 1,044.6 1.8 1,090.6 1.8 1,062.6 1.7 1,066.8 1.7
5,602.8 104 5,789.6 9.9 5,744.3 9.5 5,451.8 8.9 5,739.7 9.0
14,740.7 274  15718.6  27.0 15,901.0 263 15,580.3 254 16,079.5 25.1
5,379.7  10.0 5,829.7  10.0 6,0983  10.1 5,944.1 9.7 6,066.4 9.5
3,907.3 73 4,207.7 72 4,404.7 7.3 4,484.1 73 4,774.6 75
4,539.4 8.4 5,497.4 9.4 5,707.3 9.4 5,595.1 9.1 5,741.3 9.0
1,046.9 1.9 1,033.0 1.8 1,042.0 1.7 1,048.7 1.7 1,018.5 1.6
2,001.3 3.7 2,167.5 3.7 2,362.3 3.9 2,361.6 3.9 2,432.4 3.8
4,729.1 8.8 5,395.5 9.3 5,515.1 9.1 5,513.7 9.0 5,629.6 8.8
2,214.4 4.1 2,231.7 3.8 2,645.3 44 2,813.8 4.6 3,141.3 49
1,095.4 2.0 1,139.9 2.0 1,209.0 2.0 1,309.7 2.1 1,354.2 2.1
904.2 1.7 970.3 1.7 986.4 1.6 1,257.7 2.1 1,550.6 24
960.6 1.8 1,035.2 1.8 1,148.5 1.9 1,186.3 1.9 1,268.9 2.0
484.6 0.9 593.4 1.0 504.2 0.8 486.5 0.8 535.4 0.8
4,345.8 8.1 4,745.9 8.1 4,910.0 8.1 5,066.2 8.3 5,209.2 8.1
31,608.7 588 34,8472 598 36,533.1 604  37,067.6 60.5 38,7225 60.5
53,773.6 100.0  58,290.6 100.0 60,5262 100.0 61,2560  100.0 64,0534  100.0
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Gross Domestic Product by Sector
(in chained volume indexes referenced to 2007)?

As of December 31,
2010 2011 2012 2013 2014
Primary production:
Agriculture, livestock, fishing and forestry............ccccceueueneee. 114.6 122.0 125.6 130.3 136.1
MININE. oot 45.5 713 88.4 215.9 259.7
Secondary production:
Manufacturing:
Traditional.........cceeriririeiciiririeec s 110.7 110.1 111.1 117.7 124.2
Freetrade ZONES .......cc.ccveeviiveeiieeieieieieiesiee e 97.0 107.2 108.3 109.6 114.2
Total Manufacturing...........cccovveeerereererieerieereeeeee e N.A. N.A. N.A. N.A. N.A.
Electricity, gas and water . 125.4 122.7 131.4 134.9 141.3
CONSLIUCTION ...ttt snene 110.7 108.7 100.8 108.2 123.1
Services:
Wholesale and retail trade ..........ccccoeveeereineincnnenceneeee 110.9 111.9 118.4 119.0 124.8
Hotels, bars and restaurants.............c.cceeeeeeeeeereesiesienreseenens 105.0 107.9 110.2 114.5 123.1
TranSPOItAtioN........c.coevvrurueuereriririeiereiresteeei et 123.2 128.7 133.0 136.6 144.9
Communications... . 121.8 131.1 144.4 151.6 159.6
Financial SErVICES ........ocvvvvieiiieeieiieieieeestesieere e 127.6 129.9 137.9 145.9 159.2
Real €StALE ...t 114.8 119.0 123.2 127.4 131.6
Public administration . 109.9 110.8 113.1 1152 120.6
Private education ............cceeiveiiieieieieieeeee e 109.0 1134 1159 117.0 117.8
Public €dUCation .........ceueueirririeieininiieccree e 126.9 132.7 137.8 146.5 165.5
Private health 1324 138.2 151.8 158.2 171.0
Public health 113.9 120.8 127.8 135.9 143.7
Other SEIVICES .veovievienienieierieiteeteete ettt et ee et sae e saeeaeens 120.2 126.5 129.8 136.2 142.1
Total GDP 112.8 115.9 119.0 124.7 133.8
(1) Preliminary data.
(2) For additional information on this methodology please see “Defined Terms and Conventions—Certain Defined Terms—GDP.”
Source: Central Bank
Gross Domestic Product by Sector
(% change from prior year, chained volume indexes referenced to 2007)"
As of December 31,
2010 20117 20120 2013" 2014"
Primary production:
Agriculture, livestock, fishing and forestry...........cocccevenennne 7.1 6.5 2.9 3.7 44
MINING. oo . 3.1 56.8 24.0 144.1 203
Total primary production ...............ccceeeeevrueueveuerenreeueeenns N.A. N.A. N.A. N.A. N.A.
Secondary production:
Manufacturing:
Traditional.........c.ccceeirieieieiinireece e 7.3 (0.5) 0.8 6.0 55
Free trade zones........ . 10.7 10.5 1.0 1.2 4.2
Total manufacturing... . N.A. N.A. N.A. N.A. N.A.
Electricity, gas and Water.........cocoeeereririeiereeninireereecnneenenes 13.0 (2.2) 7.1 2.7 4.7
CONSITUCTION. ....vvevreerieiecieeteete ettt ese e e e saesbessesaesbeeseeseeeeas 10.4 (1.8) (7.3) 7.3 13.8
Total secondary production.. N.A. N.A. N.A. N.A. N.A
Services:
Wholesale and retail trade ..........cooceceveeenieinierinenieeieeees 13.8 0.9 5.8 0.5 4.9
Hotels, bars and restaurants.............c.ccoeeeveeveereereeeeveesveenennn. 43 2.8 2.2 3.9 7.5
TranSPOItatioN........c.cccoveveueveueererieeereeeeneeeeteseseere e eseenenes 9.9 44 33 2.8 6.0
Communications.. . 7.1 7.7 10.1 5.0 5.2
Financial SErVICes........eeueuiririrueueririnirinieieicnereeieiee s 14.4 1.8 6.1 5.8 9.1
REAL ESLALE ...ttt 4.0 3.7 3.5 3.4 3.3
Public administration.. . 2.3 0.8 2.1 1.8 4.7
Private education .........cceecviririeueeninininieeerreeeeeeenes 0.0 4.0 2.3 0.9 0.7
Public €dUuCation.........c.covevvieiirieciieeeceeieeee e 14.8 4.6 3.8 6.3 13.0
Private health .... . 11.3 44 9.8 4.2 8.1
Public health .......cccccooviiiiiiiiccc e 6.5 6.1 5.8 6.3 5.8
Oher SETVICES .vvvevirieviieiiieiiieeee ettt eseaeaens 8.1 5.3 2.6 4.9 4.4
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As of December 31,

2010 20117 20120 20137 2014"
TOLAL SEIVICES.cv.vvvveeeeeeeeeeeeeeeeeeeeeseeeeeeseeseeeeeeeeeeeseeeeeeeaens N.A. N.A. N.A. N.A. N.A.
Real GDP growth® 8.3 2.8 2.6 4.8 7.3

(1) Preliminary data.

(2) Includes taxes less subsidies.

(3) For additional information on this methodology please see “Defined Terms and Conventions—Certain Defined Terms—GDP.”
Source: Central Bank

Primary Production
Agriculture, Livestock, Fishing and Forestry

The Dominican agriculture, livestock, fishing and forestry sector is dominated by small-scale producers of
sugarcane, grains (such as rice and beans), coffee, cocoa, fruits, vegetables, root crops, milk, beef, eggs, pork and
poultry. The sector exhibited a 4.9% average annual growth between 2010 and 2014. In 2010 and 2011, this sector
exhibited a growth of 7.1% and 6.5%, respectively, as a result of the spillovers of a series of programs implemented by
the Government to support local producers, in response to the aftermath of the tropical storms that hit the Dominican
Republic in previous years.

For the period between 2012 and 2014, this sector grew on average by 3.7%, a moderate increase with respect
to previous years, due to the effects of infestation of pests and drought seasons, that required that the sector receive
assistance through the Ministry of Agriculture and the Banco Agricola de la Republica Dominicana (Agricultural
Bank of the Dominican Republic), such as:

e the incorporation of new areas and varieties of agricultural crops;

e the adoption of new technologies, technical assistance, preparation and clearing of land through the
Program of Agricultural Machinery Services (PROSEMA);

e financial support and price stabilization policies;
e the distribution of certain inputs, including agricultural seeds, fertilizers and chemicals; and

e logistics support and training for farmers regarding cultivation and pest management practices in
different areas of production.

The following table sets forth the production of selected primary goods for the years indicated.

Selected Primary Goods Production®
(in millions of USS, at current prices)

As of December 31,

2010 2011 20127 2013 2014

Crops:

FIUIES ..ttt 538.5 524.9 630.8 643.7 707.7
Rice........ . 387.5 3543 289.1 330.9 327.7
Rootcrops...... . 194.3 219.5 207.7 194.9 173.0
Vegetables ... . 235.0 191.2 180.3 184.9 206.2
Sugarcane ..... . 180.2 177.2 209.9 205.9 215.1
Coffee....... 74.1 107.0 107.7 67.2 66.7
Legumes ... . 58.6 64.0 56.0 74.1 70.2
Corn....... . 14.0 14.3 16.9 17.7 14.2
Tobacco ............... . 14.8 16.2 15.6 15.2 10.1
Oleaginous crops............... . 29 3.6 43 5.4 52
Otheragricultural (Plantains)...........cocooeeeveeeererenennene 188.3 210.5 234.7 239.3 276.7
TOLAl CTOPS ..vvenieteeeieieieieieieeee ettt 1,888.2 1,882.8 1,952.9 1,979.2 2,072.8
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As of December 31,

2010 20119 20122 20132 2014?
Livestock:
401.6 398.5 388.6 400.5 437.7
326.9 321.4 354.3 349.5 490.4
464.5 471.9 479.3 490.7 547.9
149.9 148.3 165.2 158.1 159.9
147.4 161.0 239.2 204.0 200.9
N/A N/A N/A N/A N/A
Total HVEStOCK ..vovveviieeiieieieceieeeee e 1,490.4 1,501.1 1,626.6 1,602.8 1,836.9
Honey and bees” Wax ........cccccoevevurueueerennieeeeenenienenenes N/A N/A N/A N/A N/A
Fishing and forestry.........c.cocoeeeernneeccenneicceene 44.9 443 48.1 48.6 38.7

(1) Value of total production based on producer prices. Conversion to U.S. dollars based on the weighted average exchange rate for each year.
(2) Preliminary data.

N/A= Not Available.

Sources: Ministerio de Agricultura (Ministry of Agriculture) and Central Bank

The following table sets forth the annual percentage change in production of selected primary goods for the
periods indicated:

Selected Primary Goods Production
(% change in volume for the period indicated)

As of December 31,
2010 2011? 20129 2013% 20142
Crops:
FIUIS .ottt 54.2 2.8 13.1 17.7 (5.4)
RICE.c.eiiiieicictritee ettt 8.1 (7.5) (10.8) 8.9 0.7)
Root crops . 14.7 10.4 (5.8) (5.0) 4.7
Vegetables .....ovvveirieieieieieieeeeee e 0.5 16.9 2.4 (10.8) 1.2
SUZAL CANE ..ottt 1.4 (5.0) 10.1 (6.2) 4.5
Coffee . (20.8) 11.7 (18.5) (32.4) 9.5)
LEGUIMES ....oviiiiiiiiccceeeceeeee e 7.8 4.2 (5.8) 24.7 (7.5)
COIM ettt ettt 4.6 (3.3) 17.4 9.2 (20.8)
Tobacco . (20.1) 134 (1.0) 3.9 15.3
01eagINouS CIOPS ......covvveveveeiirieieieiiereeeeeeeee e 2.2) 11.0 (8.3) 354 0.5
Other agricultural (Plantains)..........ccccoecevecinecirennnnne (5.0) 2.4 7.9 9.5 10.9
Livestock:
2.7 2.2) (7.3) 7.6 7.9
(11.1) 2.4) 10.9 4.6 4.5
2.5 1.8 1.8 1.8 1.8
15.0 0.8 (7.9) 5.7 2.3
3.8 16.3 (0.3) 0.6 (7.5)
N/A N/A N/A N/A N/A
Honey and bees’ WaX...........ccooevvvievireineeeeieenienns N/A N/A N/A N/A N/A
Fishing and forestry .............cccocooviiiniiniininnennne 1.2 0.9 2.6 3.0 2.8

(1)  Preliminary data.
N/A= Not Available.
Sources: Ministerio de Agricultura (Ministry of Agriculture) and Central Bank

Mining

The mining sector had been historically concentrated in the production of nickel-iron, marble and quarry
products, such as sand, coarse sand and lime sulfate, but in the fourth quarter of 2012, gold and silver became the most
important mining products. Even though the mining sector represents a relatively small component of the Dominican
economy, it has increased its importance over time, from a share of only 0.5% of GDP in 2010, to account for 1.6% of
GDP in 2014.

Between 2011 and 2013, the mining sector experienced a noticeable recovery, as compared to previous years,
growing by 56.8%, 24.0% and 144.1%, respectively, due to the reopening of the Falconbridge Dominicana nickel iron
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mine, the beginning of operations in Pueblo Viejo gold mine operated by Barrick Gold Corporation, responsible for
the exploitation of gold and silver deposits and the start-up of other foreign mineral extraction companies. During
2014, the mining sector grew by 20.3%, as compared to 2013, as a result of a stabilization in production levels.

Pueblo Viejo Gold Mine Operating Lease Amendment

On September 5, 2013, representatives of the Republic signed an amendment to the operating lease
agreement (“Special Lease Contract of Mining Rights” or Contrato Especial de Arrendamiento de Derechos Mineros)
with Pueblo Viejo Dominicana Corporation (“PVDC”), a subsidiary of Barrick Gold Corporation, for the development
and operation of the Pueblo Viejo gold mine, which was approved by the National Congress on October 1, 2013.

Among the key terms renegotiated by the Republic and PVDC were:

e the elimination of an internal rate of return requirement for PVDC’s investment as a pre-requisite for its
obligation to begin paying income taxes (the Impuesto de Participacion de las Utilidades Netas or
CEP[JN’?);

e areduction in the applicable rate of depreciation;
e areduction in the committed amount to be invested by PVDC;

e areduction in the maximum allowable interest rates for loans granted by affiliates of Barrick Gold
Corporation to PVDC; and

e the establishment of an annual minimum tax (the Impuesto Minimo Anual or “IMA”) on the gross
income of any exports of metals made by PVDC from the mine, which will be in addition to the payment
of royalties on net income from exports of gold and silver.

Based on these amendments and assuming an average international market price for gold of US$1,600 per
troy ounce during the period 2013-2016, the Republic would be expected to receive payments from PVDC equal to
approximately US$2.2 billion and of approximately US$11.6 billion during the useful life of the mine.

Secondary Production
Manufacturing

The manufacturing sector includes traditional manufacturing and free trade zones, where the latter are
regulated under a scheme of tax exemption to promote exports. Each category comprises the following activities:

e Traditional manufacturing industries: food industry, beverage and tobacco, petroleum refining and
chemicals and other manufacturing products.

e Free trade zones: textiles manufacturing and other activities such as electronics, tobacco and its
derivatives, footwear and other manufacturing.

During the period 2010 to 2014 the manufacturing sector accounted, on average, for approximately 12.0% of
the GDP at current prices, performing as follows:

e in 2010, the traditional manufacturing industries grew by 7.3%, mainly driven by a 6.8% increase in food
products, a 7.7% increase in the manufacture of beverages and tobacco, a 9.3% increase in the
manufacturing of petroleum refining and chemicals, and a 6.6% increase in other manufacturing
industries. Manufacturing in free trade zones showed signs of recovery at the beginning of the second
quarter of 2010 which led to a cumulative growth of 10.7% for 2010 as compared to 2009, as a result of
the diversification measures implemented by the industries in response to a lower demand for the textile
products, which had the highest weight within the sector;
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in 2011, traditional manufacturing industries contracted by 0.5% compared to 2010, mainly due to a
decrease of 0.2% in beverage and tobacco manufacturing, a decrease of 5.3% in petroleum refining and
chemicals, and a decrease of 1.8% in other manufacturing industries, in each case, as compared to 2010.
Nevertheless, growth in the food industry mitigated the negative performance of the sector, as it
increased by 2.1% year over year. Manufacturing in free trade zones grew by 10.5%, driven by the
positive performance of textile manufacturing and other manufacturing industries;

in 2012, traditional manufacturing sector grew 0.8% compared to 2011, driven primarily by growth of
3.7% in the food industry. However, the rest of the manufacturing activities showed a decline in their
levels of production as follows: 0.5% in beverages and tobacco, 1.3% in petroleum and chemicals and
2.3% in other manufacturing industries. Manufacturing in free trade zones grew 1.0% compared to 2011,
as a result of the positive performance in the production of derivatives of tobacco and medical and
surgical equipment manufacturing;

in 2013, the traditional manufacturing industries grew 6.0% compared to 2012, driven primarily by a
growth of 8.2% in the food industry products, 1.9% in the manufacture of beverages and tobacco, and
10.1% in the manufacturing of petroleum refining and chemicals. Manufacturing in free trade zones
grew by 1.2%, driven by the positive performance of other manufacturing industries; and

in 2014, the traditional manufacturing industries grew 5.5% compared to 2013, driven primarily by a
growth of 5.3% in the food industries, 3.3% in the production of beverages and tobacco, 3.2% in
petroleum refining and chemicals, and 6.2% in other manufacturing industries. Manufacturing in free
trade zones grew by 4.2%, driven by the positive performance observed in exports in U.S. dollars of
major industries, including a growth of 7.4% in the manufacturing of chemicals and chemical products,
3.4% in the manufacturing of medical and surgical equipment, 3.6% in the manufacturing of textiles,
clothing, leather and footwear and 8.8% in other manufacturing industries.

The following tables set forth information regarding traditional manufacturing production for the periods

indicated:
Production of Selected Manufacturing Goods
(in volumes as specified)
As of December 31,

2010 2011 20120 2013 2014
Raw sugar (in metric tons)........cccceveevennene 525,042 538,684 561,106 544,030 536,437
Refined sugar (in metric tons)...........ccoeuee.ee 147,672 157,817 165,840 157,676 153,887
Beer (in thousands of liters)®................... 483,802 488,572 470,338 416,264 439,323
Cigarettes (in thousands of packs of

20 UNIES).eevveeererieireieseeereeeeieseeeee e 107,705 111,099 102,926 96,346 89,444

Rum (in thousands of liters)..............ccveunenne 56,528 56,505 55,639 56,814 50,458
Milk (in thousands of liters)............cccueunenne 87,861 91,927 103,397 105,603 114,286
FLour® oo, 3,714,405 4,747,812 3,538,435 3,511,932 3,654,200
Cement (in metric tons) .. 4,105,657 3,996,502 4,129,678 4,404,210 5,018,313
Paint (in metric tons)........cceecerveevereeneennenne 60,031 48,257 42,058 56,757 55,619

(1) Preliminary data.

(2) Includes light and dark beer.

(3) In quintales (unit of mass, equivalent to 45 kg.).

Sources: Muestra de Empresas Productoras de Bienes Manufacturados and Central Bank
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Production of Selected Manufacturing Goods
(% change from prior year, in volume)

As of December 31,
2010 20117 2012 20137 2014

Raw sugar (in metric tons).........coceeeeeruenen. 0.5 2.6 42 (3.0) (1.4)
Refined sugar (in metric tons)...........c........ (2.8) 6.9 5.1 4.9) 2.4)
Beer (in thousands of liters)®................... 16.8 1.0 (3.7) (11.5) 5.5
Cigarettes (in thousands of packs of 20

UNIES) e (0.2) 3.2 (7.4) (6.4) (7.2)
Rum (in thousands of liters)....................... 10.3 — (1.5) 2.1 (11.2)
Milk (in thousands of liters)...........c.cc....... 7.8 4.6 12.5 2.1 8.2
FLOUE® e 54.2 27.8 (25.5) (0.7) 4.1
Cement (in metric tons) ........c.cceeeveeeuennenee 6.6 2.7) 33 6.6 13.9
Paint (in metric tons).........cccoceeveveenenennene 242 (19.6) (12.8) 35.0 (2.0

(1) Preliminary data.

(2) Includes light and dark beer.

(3) In quintales (unit of mass, equivalent to 45 kg.).

Sources: Muestra de Empresas Productoras de Bienes Manufacturados and Central Bank

Raw sugar production increased at an average annual rate of 0.5% from 2010 to 2014. In 2010, raw sugar
production grew 0.5% compared to 2009 primarily due to a 45.8% increase in production volume in the fourth quarter
0f 2010 compared to the fourth quarter of 2009, given the earlier start of the sugarcane harvest in November 2010. In
2011, production of raw sugar increased by 2.6% because of higher yields attributed to greater efficiency in the
production process, which was the result of investment in machinery and equipment and the introduction of a new
production company. In 2012, production of raw sugar grew 4.2%, mainly driven by the investments in new
technologies for mechanization and improvements in the milling process and the early start of the 2012-2013 sugar
harvest. In 2013 and 2014, raw sugar production declined by 3.0% and 1.4%, respectively, due to lower availability of
sugarcane for milling.

Refined sugar production grew at an average annual rate of 1.0% in the period from 2010 to 2014. In 2010,
refined sugar production decreased by 2.8% as a result of the limited availability of raw sugar for refining, although
during December, production increased by 14.5% as compared to December 2009 due to the increased production of
raw sugar, which partially compensated for diminished production during the rest of the year. In 2011, refined sugar
production grew 6.9% due to an increased supply of raw sugar to refine. In 2012, the production of refined sugar grew
by 5.1%, driven by the investment in technologies for the mechanization and improvements of the sugar mills with
more weight in the sugar industry. Also, the sugar harvest for that year started several days in advanced of the
programed time for 2012-2013. In 2013 and 2014, the production of refined sugar registered a decline of 4.9% and
2.4%, respectively, due to the smaller amount of raw sugar for refining.

During the period 2010-2014, the performance observed in manufactured goods was directly supported by
the behavior in the domestic and international demand for such products. During this period, the goods have shown an
average growth rate as follows: raw sugar (0.5%), refined sugar (1.0%), dairy products (6.8%), and cement (5.1%). In
contrast, the production of cigarettes, rum, beer, paint and flour decreased by 4.5%, 2.8%, 2.4%, 1.9% and 0.4%,
respectively.

Free Trade Zones

Free trade zones are industrial parks that are set aside for manufacturing of a variety of products almost
exclusively for export. These industrial parks operate in a nearly free trade environment. Some of the manufacturing in
the free trade zones consists of maquiladoras (assembly manufacturing), with the raw materials imported into the
Republic free of import duties and then assembled to produce finished goods. Intermediate and capital goods
entering the free trade zones are likewise not subject to import tariffs, and goods manufactured in the free trade zones
enter the United States free of import duties or with preferential duties under the Caribbean Basin Initiative. As of
December 31, 2014, there were 60 free trade zone parks located throughout the Republic, compared to 55 at
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December 31, 2013, and total employment in the free trade zones increased to 153,342 as of December 31, 2014,
compared to 144,383 as of December 31, 2013.

Textile manufacturing in the free trade zones grew at an average rate of 6.5% during the period from 2010 to
2014, attributable primarily to an industrial diversification of the production of goods, the effects of the expiration of
the WTO Agreement on Textiles and Clothing in 2005, elimination of export quotas and an international environment
in which Asian countries have comparative advantages with respect to textile manufacturing. Exports from free trade
zones as a percentage of GDP increased from 7.6% in 2010 to 8.2% in 2014.

In 2009, free trade zone exports decreased by 12.9% as a result of a decrease in demand for products due to
the effects of the global economic crisis. Exports from free trade zones totaled US$3.8 billion in 2009. According to
U.S. Census Bureau statistics, the Republic’s textile exports to the United States have declined gradually between
2005 and 2009, principally due to increased competition from China and other Asian countries, as well as Central
America. During the period from 2010 through 2013, this trend was reversed and free trade zone exports grew at an
average annual rate of 7.0%. See “Balance of Payments and Foreign Trade—Foreign Trade.” Total textile exports
from free trade zones decreased at a rate of 19.9% from 2009 to 2013. By 2013, textiles only accounted for 24.6% of
total exports from free trade zones and 12.9% of total exports.

During 2014, free trade zone exports increased by 5.9% as compared to 2013. The increase during recent
years is a result of greater export diversification, which now includes medical and surgical equipment, jewelry and
related products, footwear and tobacco products, and the expansion of call centers, which was partially offset by a
reduction in the production of textiles since 2009.

The following table sets forth the principal economic indicators for the free trade zones for the periods
indicated.

Principal Economic Indicators of the Free Trade Zones

As of December 31,
2010 2011 2012 2013 20140
EXIStING PATKS ..ttt 48 51 53 55 60
EMPLOYEES ..ottt sttt 121,001 125,117 134,226 144,383 153,342
Exports (in millions of US$) .. 4,103.4 4,683.6 4,806.5 4,950.5 5,242.9
As apercentage 0f GDP........cccooviiiiiininiiiciiiccereeeee et 7.6 8.0 7.9 8.1 8.2
Of which:

Textile exports (in millions of USS$) .....c.covvviiiiciciiiiinnnccccieieeenne 946.4 1,207.0 1,222.8 1,219.2 1,248.1
Net foreign exchange earnings (in millions of US$) .......ccoovviviiiciinnnnnnenes 1,494.4 1,744.9 1,907.8 1,839.4 1,792.9
Average weekly salary (in US$)?:

TECHNICIANS. ...ttt 418.1 409.5 428.6 4415 439.4
WOTKETS .ttt 199.1 207.0 221.8 231.6 231.0

(1) 2010-2012 revised data; 2013-2014 preliminary data. 2010-2014 conforms to IMF’s 6™ Edition of the Balance of Payments Manual.
(2) Calculated based on the weighted average exchange rate for each year.
Sources: Consejo Nacional de Zonas Francas de Exportacion (National Council of Free Trade Zones) and Central Bank

Electricity, Gas and Water

From 2010 to 2014, the electricity, gas and water sectors collectively grew at an average annual rate of 4.9%,
and contributed 1.8% to GDP at current prices from 2010 to 2012 and 1.7% in each of 2013 and 2014.

Electricity. In 2010, electricity production increased by 6.4% while consumption increased by 8.3%. In 2011,
electricity production increased by 5.6% and consumption increased by 0.3%. In 2012, electricity production
increased by 6.9% and consumption declined by 3.8%. In 2013, electricity production increased by 1.6% and
consumption increased by 3.5%. In 2014, electricity production increased by 1.7% and electricity consumption
increased by 4.0%.
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At December 31, 2014, total installed generation capacity was 3,538 megawatts, an increase from 3,513
megawatts at December 31, 2013, which exceeded peak estimated demand by approximately 1,358 megawatts in
2014, compared to 1,033 megawatts in 2013. Electricity generated during 2014, prior to the effects of losses and
electricity consumed by generators, reached 14,300 gigawatt hours while restricted estimated demand was 14,730
gigawatt hours. Net electricity generation during 2014, which accounts for losses and electricity consumed by
generators, was 13,465 gigawatt hours, resulting in an electricity generation deficit during 2014 of 5.84%.

The electricity sector is divided into three sub-sectors: generation, transmission and distribution. The
Government coordinates all three sub-sectors, primarily through the state-controlled electricity company CDEEE. The
SIE (as defined below) is responsible for regulating the electricity sector.

There are six types of electricity generators in the Dominican Republic:

e independent private producers (IPP);

e thermoelectric plants operated by private companies holding a 50% ownership stake in the plants, with
the remaining 50% owned by CDEEE;

e thermoelectric plants owned and operated by private companies;
e one wind plant owned and operated as a public-private partnership;

e hydroelectric plants operated and owned by Empresa de Generacion Hidroeléctrica Dominicana
(Hydroelectric Generation Company, known as EGEHID), a subsidiary of CDEEE; and

e  back-up generators owned by private businesses and homeowners.

Of total electricity production during 2014, 89.5% was generated by thermoelectric plants that use gas, coal,
heavy fuel oil or diesel oil, while the remaining 10.5% was generated by hydroelectric plants and wind generators,
which are owned by the public company EGEHID. The high voltage transmission company (known as ETED), which
is a subsidiary of CDEEE, owns approximately 95% of the country’s power grid and is the only company that offers
transmission services; the remainder of the remaining power grid is privately owned. At December 31, 2014, ETED
charged US$0.00862 per kilowatt/hour to transmit electricity produced by generation companies at high voltage
through the country’s power grid. Distribution is provided by companies that purchase electricity from electricity
generators to sell in regulated and unregulated markets to end users. At present, 100% of distribution is controlled by
CDEEE through three distribution companies: Empresa Distribuidora de Electricidad del Norte, S.A. or “Ede Norte”,
Empresa Distribuidora de Electricidad del Sur, S.A., or “Ede Sur” and Empresa Distribuidora de Electricidad del
Este, S.A., or “Ede Este”.

Prior to 2000, the electricity sector suffered for many years from a severe lack of generation capacity due to
poorly maintained plants and inadequate capital investment. To address this problem, many industries, retail
businesses, hotel chains and private residences acquired back-up generators. CDEEE was solely responsible for
distribution and provided approximately half of the Dominican Republic’s generation, with the remainder provided by
independent power producers, which began selling energy to CDEEE in 1993. These conditions led to frequent
blackouts, which adversely impacted economic activity.

In 2000 and 2001, robust economic growth and the privatization of the electricity sector attracted
considerable private investment that increased generation capacity and expansion of the distribution infrastructure.
However, during this period, public institutions continued to accumulate arrears with the three partially-privatized
distribution companies, which limited the cash flow available to distributors for payment to generation companies and
transmission services. In addition, the financial condition of the electricity sector was adversely affected by the
inability of distribution companies to improve collections from consumers.
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During 2002, the electricity sector experienced further financial difficulties due to:

e losses incurred by CDEEE as a result of its agreements with independent power producers to purchase
energy at prices higher than CDEEE’s selling prices to distribution companies;

e a government subsidy regime which prohibited distribution companies from increasing prices to
consumers to properly reflect their increased costs. This subsidy regime, in turn, led the distribution
companies to deduct these cost increases from payments due by them to CDEEE. In addition, the
inability to pass on increased costs to consumers caused distribution companies to accumulate arrears
with generation companies; and

e the failure of public institutions to fully pay for their electricity consumption, which also caused
distribution companies to withhold payments to CDEEE.

In order to resolve the financial crisis in the electricity sector, in May 2002 the Government established an
electricity commission, which since then has taken the following key actions:

e with the exception of its power purchase agreements with Compariia de Electricidad de San Pedro de
Macoris (the Electricity Company of San Pedro de Macoris), “CESPM” formerly “Cogentrix”, and
Generadora San Felipe, formerly Smith-Enron, CDEEE terminated substantially all of its remaining
agreements with independent power producers and began paying its accrued debt to these producers.
The re-negotiated contracts between distributors and generators (known collectively as the Acuerdo de
Madrid) expire in 2016. The Acuerdo de Madrid was re-negotiated to extend its term and to change the
indexation necessary to reflect the cost of fuel used by each generation plant instead of having one sole
fuel index for all plants;

e the Government and the distribution companies reached an agreement to adjust the indexation formula
used to set electricity prices charged to consumers, which allowed price adjustments for changes in fuel
costs, inflation and exchange rates; and

e CDEEE’s role as the financial intermediary between public entities and distribution companies was
eliminated. As a result, distribution companies began charging these public entities directly for their
electricity consumption.

In 2003, the electricity sector suffered from the collective impact of rising oil prices and the depreciation of
the peso, which significantly increased generation costs. In addition, severe economic problems, which affected the
ability of privatized electricity distribution companies to reliably deliver energy to the country’s power grid, forced the
Government to renationalize Ede Norte and Ede Sur, two of the three distribution companies that had been privatized
in 1999, for aggregate compensation of US$699.6 million (including accrued interest) and reassume their operational
control in September 2003. See “—Privatization and Role of the State in the Economy—Privatization.” However,
both generators and distributors continued to face financial difficulties that have resulted in frequent blackouts, public
protests and demonstrations, and several temporary and permanent shutdowns of generating plants. The financial
strain on the Government caused by the 2003 economic crisis resulted in late and missed payments of subsidies by the
Government to distributors. Distributors, already experiencing financial difficulties because of late payments and
collection problems with customers, were unable to meet all of their payment obligations to generators.

In 2005, in an effort to alleviate these pressures, the Republic entered into the PetroCaribe Agreement, which
replaced certain important provisions of the Caracas Energy Cooperation Agreement. Under the PetroCaribe
Agreement, Venezuela has agreed to continue providing the Republic up to 50,000 barrels of oil per day at market
prices and on favorable financing terms. See “Public Sector Debt—External Debt—Paris Club and Other Bilateral
Lenders.”

46



Since 2005, the Republic has made progress in improving circumstances in the electricity sector, including
the following key measures:

In 2009, the Programa Nacional de Reduccion de Apagones (the National Blackout Reduction Program,
or “PRA”), consisting of a general subsidy to all consumers in selected areas, was replaced by the
Programa de Subsidio Eléectrico (Electricity Subsidy Program), whereby the Government grants
electricity subsidies targeted at low-income households. This program, also known as “Bonoluz”, is
designed to subsidize those people with the greatest economic need, focusing initially on people located
in PRA areas, and secondarily, on people throughout the concession area of the distribution companies.

The reduction of technical and non-technical energy losses in the distribution network, from 44.9% in
2005 (92.8% in PRA areas and 38.8% in non-PRA areas) to 32.1% in 2014.

Improvements in the collections performance indicator (which measures electricity invoiced over
distribution charges), which increased from 88.0% in 2005 to 95.7% in 2014.

An increase in the cash recovery index (which is the collections performance indicator adjusted for
different tariffs charged to end-users) from 48.5% in 2005 (7.2% in PRA areas and 53.8% in non-PRA
areas) to 65.0% in 2014.

The execution of various loan agreements with the World Bank, IDB, OPEC and OFID for projects in
the electricity sector was approved between 2009 and 2014, for an aggregate total amount of US$112

million. These projects are designed to reduce the distribution companies’ technical and non-technical
losses and to make better use of metering systems.

The completion of projects to increase the generation capacity of the hydroelectric system, including the
Pinalito (total capacity of 50 MW) and Palomino (total capacity of 80 MW) generation plants, which
began operations in August 2009 and August 2012, respectively.

The completion of projects to improve the transmission network, including the connection backbone and
substations related to the Santo Domingo — Santiago Project, which is expected to eliminate the current
inability of the transmission system to carry electricity in the amounts demanded between the southern

and the northern regions of the country. The Santo Domingo — Santiago Project is currently operating at
345k V.

The adoption of the Renewable Energy Incentives Law, which has stimulated the development of several
new fuel and power production projects (although it is expected that these projects will play a marginal
role in meeting growing demand for power over the short to medium term).

The diversification of sources of electricity generation to mitigate the reliance on any principal source of
generation capacity. In 2014, approximately 52.9% of generating plants in the Republic are
thermoelectric plants that use fuel oil #6 and #2, which exposes the sector to fluctuations in the
international price of oil. By 2016, the Republic expects to have expanded generation resources that use
diverse sources of fuel.

Historically the Government has been forced to continue the subsidies provided to the electricity sector to
cover costs arising from increases in fuel prices that are not transferred to end users due to tariff structure and
operational deficiencies of the sector. In 2010, subsidies provided to the electricity sector amounted to US$663.8
million, an increase of 41.1% compared to subsidies of US$569.2 million in 2009. In 2011, subsidies increased by
30.7% to US$867.9 million. In 2012, subsidies were US$907.3 million, representing a 4.5% increase when compared
to 2011. In 2013, subsidies were US$1,328.6 million, representing a 46.4% increase compared to 2012. In 2014,
subsidies were US$798.1 million, representing a 40.0% decrease compared to 2013.

The Dominican Republic continues to make progress in reforming the electricity sector. In 2014, fuel oil
consumption by the electricity sector increased 4.8 percentage points (from 39.9% to 44.8% of the generating matrix)
compared to 2013, mainly as a result of the commencement of operations of a large scale Heavy Fuel Oil (“HFO”)
power plant, and decreased by 1.2 percentage points during the five-year period beginning in 2010 to 2014 (from
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46.0% to 44.8% of the generating matrix), primarily as a result of increased use of gas and coal as well as the increase
during 2012 and 2013 in the availability of hydro-electric power and the first wind-powered generation facility.

At the end of 2012, the distribution companies performed a depuration of their database, in which nearly
500,000 registered customers had no commercial activity while they were being billed in the system. In order to
regularize this situation, these customers were properly excluded from the database, thus, impacting on the indicators
such as level of technical and non-technical losses, collection on billed amounts and cash recovery index.
Consequently, total losses in the electricity system reached 35.5% as of December 31, 2012, as compared to 32.9% for
2011.

As of December 31, 2014, technical and non-technical losses in the electricity distribution network were
32.1%, as compared to 33.1% for 2013 and to 35.5% for 2012. In order to further reduce these losses, the Republic has
been conducting network rehabilitation projects, which have been funded by debt and equity investments from the
World Bank, the IDB and the OFID. During the period from 2012 to 2014, the total investments in these projects
amounted to US$101.5 million.

During 2014, total expenditures on electricity increased 1.1% to US$2,168 million as compared to 2013.
During 2014, the average purchase price of electricity decreased by approximately 3.0% as compared to 2013, which
resulted in savings of approximately US$66.7 million. The decreased cost of electricity was mainly driven by an
11.2% decrease in the international prices of fuel oil and a 6.7% decrease in the price of coal, which are the principal
fuels used in electricity generation in the Dominican Republic, and partially offset by an increase of 18.8% in the
international price of natural gas.

For the period from 2010 to 2014, the ratio of distributable energy to energy purchased increased at an
average of 1.7 percentage points per year, and in 2014, increased by 1.3 percentage points as compared to 2013,
reaching 65.4%. During 2014, the EDEs collected 73.7% of the monetary value of the total expenditure on electricity,
representing a decrease of 1.0 percentage points compared to 2013.

During 2014, the Central Government transferred US$798.1 million to the electricity sector as a tariff
subsidy and to partially finance the current deficit of the EDEs in 2014, representing a decrease in subsidies of 40.0%
compared to 2013.

As part of the strategy of the electricity sector to amend and extend the current generation matrix, on May 13,
2013 the Corporacion Dominicana de Empresas Eléctricas Estatales (Dominican Corporation of State-Owned
Electric Entities or “CDEEE”) launched a public bidding process for the engineering, procurement and construction of
two thermal coal units with a nominal net power of 300 MW (& 20%) each, including any associated facilities, which
will be installed in the town of Punta Catalina, Bani, province of Peravia, and will be owned by the Dominican
Republic.

A total of 56 companies participated in the bidding process and presented their credentials in July
2013. Following the evaluation process of the technical proposals of each pre-qualified participant, the tender
committee declared on November 22, 2013, that the consortium formed by Constructora Norberto Odebrecht, S.A.,
Tecnimont S.p.A. and Ingenieria Estrella S.R.L. was declared the winner of the bidding process and was awarded the
project. The engineering, procurement and construction (“EPC”) contract with the aforementioned consortium was
executed in February 2014. The execution of the project has been carried out in accordance with the EPC contract and
the construction schedule, and it is expected that the first and second units will be in place by the end of 2017.

The Superintendencia de Electricidad (Electricity Superintendence, or “SIE”) is considering measures to
increase the participation of customers in the payment for energy consumed. In March 2011, the consulting firm
INECON, S.A., presented the report “Study for the Determination and Adjustment of the Electric Tariffs Applicable
to Regulated Customers (Technical Tariff) — and Design of a Progressive Implementation Scheme.” The study was
publicly tendered by SIE and sponsored by the World Bank. This study examined the use of a “technical tariff” in the
electricity sector, and tied implementation to a transition period “glide path” which would make possible the
objectives of the proposed tariff application.
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The chart below shows the evolution of transfers made by the Central Government to the CDEEE from 2010
to 2014 to cover the current deficit, as a percentage of GDP.

Current Transfers from the Central Government to CDEEE

(as a % of GDP)
As of December 31,
20100 1.2
2011® 1.2
2012® 1.5
20130 1.4
2014® 1.4

(1) Preliminary data.
Source: Ministry of Finance

In an effort to reduce subsidies to the electricity sector, the SIE agreed to an 11.5% increase in electricity
tariffs (which had been frozen since January 2006) in June 2009, a 5.7% increase in July 2009, an 11% increase in
December 2010, and an additional 8% increase in June 2011.

In 2009, the Republic acquired the 50% of Ede Este owned by TCW, an affiliate of Société Générale. The
repurchase followed a settlement on May 26, 2009, of arbitration proceedings brought by TCW and Société Générale
against various state entities of the Republic in 2007 and 2008 under bilateral investment treaties and private
agreements among the parties. By settling the claims brought by TCW and Société Générale, the Republic sought to
improve the quality of services (which the Republic believes had deteriorated under private ownership due to
mismanagement and a lack of investment) and reduce uncertainty in the electricity sector created by the pending
proceedings.

The most pressing problems currently facing the electricity sector include the following:

e although the recent decrease in international fuel oil prices have positively impacted on the average
purchase price of generators, the current electricity generation mix remains subject to the volatitily of
fuel prices, which has been partially offset by the PetroCaribe Agreement;

e the high prices of electricity resulting from the fact that in 2015 the distribution companies purchased
30.2% of their electricity under contracts using the price of Fuel Oil #6 as an index to calculate the price
they pay to the generators. Under these contracts, the purchase price is determined by a formula that
takes into account different cost factors in a way that generally results in high electricity prices. In
addition, distribution companies buy an additional 29.8% of electricity in the spot market, where prices
are even higher because of the impact of inefficient generators that drive costs up;

e the reduction in Fuel Oil #2 prices has helped to reduce a portion of the financial deficit and losses,
however, there are still high financial losses caused by the payment terms agreed under the energy
purchase contract signed between CDEEE and CESPM (Cogentrix), which is one of the largest power
producers in the Dominican Republic. CDEEE and CESPM are currently negotiating an agreement for
the conversion of a power station to natural gas from the more costly diesel fuel that it currently uses and
an amendment to the existing energy purchase contract in order to reduce losses;

e generation plants that principally use fossil fuels; and

e the need to further improve the management of distribution companies to reduce losses and increase
collection levels to optimal levels.
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The current and future measures to be taken by the Republic to address the problems of this sector, include,
among others, the following:

e investing in distribution assets to reduce theft and implementing strong enforcement of the anti-theft
provisions set forth in the Electricity Law, approved in 2007, to significantly improve the reasonable
cash recovery index;

e to reduce transfers to CDEEE from the Government;

e complete regularization of supplies to unbilled and billed customers in all areas with subsidies targeted at
low-income families pursuant to the Bonoluz scheme;

e reduction of generation costs by:

o implementing new generation projects based mainly on coal and natural gas in order to diversify the
mix of generation plants which has been dominated by petroleum- based fuels;

o increasing utilization of natural gas through the conversion of existing generation plants purchasing
natural gas at low prices in the market;

o entering into contracts at more favorable terms to the Republic with new electricity generation
companies that are expected to enter the market prior to the end of the Acuerdo de Madrid contract
periods;

o implementing new generation projects with alternative or renewable sources in order to diversify the
mix of generation plants and lower costs while helping to mitigate the environemental impact; and

o improving the operation of the wholesale (spot) market to eliminate inefficiencies;

e continued investments in the distribution network to reduce technical and non-technical losses, which
investments are supported by the loan agreements with the World Bank, IDB and OPEC to finance:

o the Electricity Distribution Network Rehabilitation Project;

o the implementation of a robust technological platform for telemetry in industrial circuits, and
commercial and large urban centers with appropriate networks;

e improvement of the transmission system to support the required demand and connect the new power
plants; and

e improvement of the management of the Dominican electricity companies pursuant to the following
strategies:

o commercial: increasing revenues through non-traditional collection mechanisms, higher quality
customer service and technical management through standardization and supply shielding;

o financial: developing innovative mechanisms to maximize the sector’s ability to obtain efficient
financing with more flexible terms and conditions;

o technological: based on the optimization and merger of technological structures for all companies
within the sector, and the implementation of systems and management tools for distribution, loss

control and administrative processes; and

o legal: create an operational manual containing adequate and effective mechanisms to penalize
electricity theft.
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Principal Economic Indicators of the Electricity Sector”

As of December 31,
2010® 2011® 2012 2013? 2014%

Production of electricity sector (in millions of
USS)D e 867.6 957.1 1,011.0 980.1 988.7
Energy Production:
Generators and CDEEE (in MW/hr):

Wind — — 67,859.0 238,570.0 238,780.0

Coal............. . 1,854,480.8 1,989,413.0 2,111,707.2 2,005,460.0 2,201,090.0

Hydroelectric . . 1,434,452.8 1,527,928.6 1,784,417.3 1,859,880.0 1,260,850.0

GBS oo 3,343,332.3 3,444,919.9 4,250,050.2 4,345,790.0 4,200,089.0

Fuel 0il (#6 and #2) ........coo.covvvooveeeeeeeeerereeeernnnn. 5,639,370.0 5,998,085.6 5,634,271.2 5,615,480.0 6,399,301.0

Total generators and CDEEE..............cc.......... 12,271,635.9 12,960,347.1 13,848,304.9 14,065,180.0 14,300,110.0
Consumption by economic sector (in
MW/hr):
Residential.......ocoeeoevivirieiinninecccnncccene 3,237,393.7 3,300,473.9 3,077,300.4 3,299,095.2 3,510,303.2
Commercial .... 679,771.5 758,305.5 546,531.6 523911.5 588,333.6
Industrial......... . 2,390,793.1 2,486,426.9 2,876,852.9 3,161,164.0 3,283,730.6
GOVEIMMENL ...ttt seeenes 727,322.3 758,519.9 760,806.9 816,050.8 852,604.5
MUNICIPATIIES .....v.cvoecveceee e 152,064.2 160,312.2 182,499.9 192,361.7 208,596.6
Total cONSUMPLION ...c.evevveeeirereicicireerercececne 7,187,344.7 7,464,038.5 7,443,991.75 7,992,583.22 8,443,568.5

Energy sale income (in millions of US$)................ 1,216.2 1,365.1 1,466.1 1,474.0 1,494.8
Distribution Efficiency Indicators:
Energy delivered (GWh) ......ccoovveivinieineieeene 11,091.7 11,122.6 11,548.1 11,950 12,428.0
Collection on billed amounts ............cccccceerervevenencne. 90.6% 89.3% 95.0% 95.4% 95.7%
Cash Recovery Index (CRI)......ccccoeveecccninnnicnnnne. 58.7% 59.9% 61.2% 63.8% 65.0%
CHENS ...ttt 1,881,019 2,117,410 1,782,869 1,891,975 2,002,985

(1) Based on the weighted average exchange rate for each year.

(2) Preliminary data.

(3) Calculated using electricity sector percentage share of current GDP, multiplied by nominal GDP in U.S. dollars.
Sources: Central Bank and CDEEE

Losses in the Electricity Sector

As of December 31,
2010 20117 20120 20130 2014
Energy distribution LOSSES ..........ccceeurirueueuicenininieieieerinirereeeeeenenene 35.2% 32.89% 35.54% 33.15% 32.06%

1)  Preliminary data.
Source: CDEEE

Gas. Propane gas is a widely used energy source in the Republic. Propane gas is imported primarily through
three terminals: Refineria Dominicana de Petroleo, Operadora Puerto Viejo, S.A. and Coastal Petroleum
Dominicana. A large number of private companies distribute propane gas. In 2004, the Government eliminated
propane gas subsidies for commercial and industrial use, but maintained propane gas subsidies for personal use and
the transportation sector. The Government eliminated natural gas subsidies in 2001.

Water. The water sector is in need of significant investment. According to the most recent household survey
(ENIGH 2007), 44.8% of all Dominican households had access to potable water in their homes. The Government has
considered privatizing water distribution and has privatized the fee collection business for the water sector. However,
the fact that the Government supplies water at subsidized prices poses a challenge to private sector participation, as
customers are likely to object to the increase in rates that would necessarily accompany privatization of this sector. In
2001, Corporacion de Acueductos y Alcantarillados de Santo Domingo, a state-owned company, began installing
water meters in selected areas of Santo Domingo in order to increase collections.

51



Construction

During the period 2010 —2014, construction activity increased at an average annual rate of 4.2%, exhibiting
variations throughout the period. In 2010 the sector grew by 10.4% due to acceleration in the construction of public
and private infrastructure. During 2011, construction activity contracted by 1.8%, mainly because of a reduction in
public investment. In 2012, construction activity declined by 7.3% as a consequence of a considerable decrease in
private investment, due to the fact that construction firms postponed their investment decisions in anticipation of the
impact of the 2012 Tax Reform. The significant increase in Government expenditure in infrastructure during 2012 was
not sufficient to offset the reduction in private investment.

During 2013, the construction sector registered a growth rate of 7.3% compared to 2012, demonstrating a
significant recovery starting in the second half of the year. Notwithstanding a 2.7% contraction in construction activity
during the first semester, in the third and fourth quarters construction grew by 15.0% and 20.8%, respectively,
compared to the comparable periods of 2012, primarily as a result of an increase in private investment in infrastructure
projects that was driven by greater access to construction and mortgage loans.

The strong performance exhibited by the construction sector since the second quarter of 2013 continued
throughout 2014. In 2014, the construction sector grew by 13.8%. This growth was driven by an increase in private
investment in residential and non-residential buildings, as well as by public investment in infrastructure, particularly
in roads and highways, and the construction of new public schools and the expansion of existing public schools.

Services
Wholesale and Retail Trade

Between 2010 and 2014, wholesale and retail trade grew at an average annual rate of 5.1% due to an increase
in per capita income, among other factors. In the same period, wholesale and retail trade accounted for an average of
9.9% of GDP at current prices, making it the third largest component of the economy.

The composition of the Dominican retail market has changed in recent years, with the entrance of a number
of multinational corporations, some through the use of franchises, and with a focus primarily on mega-store
supermarkets and the fast food and clothing businesses, which has in turn spurred domestic investment in retail trade.

Hotels, Bars and Restaurants

Driven primarily by tourism, the hotel, bar and restaurant sector was an important contributor to the
Dominican economy between 2010 and 2014, accounting on average for 7.3% of GDP at current prices, while the
sector grew at an average annual rate of 4.1% during the period. This performance was due to an increase in the
number of tourists as well as in the number of hotel rooms in the country. As of December 31, 2014, the number of
tourists increased by 26.8% when compared to 2010 and the number of hotel rooms in the country were approximately
68,840, an increase of 2.6% as compared to the total number of rooms as of December 31, 2010.

In October 2001, the Government enacted the Ley de Fomento al Desarrollo Turistico (Tourism
Development Incentive Law). The law grants tax exemptions to entities that develop tourism-oriented projects in the
less-developed regions of the country with the objective of promoting investment and economic growth in the tourism
sector.

Since 1985, tourism has been the primary source of foreign currency for the Dominican economy. In 2014,
4.5 million tourists visited the Dominican Republic. See “Balance of Payments and Foreign Trade—Foreign
Trade—Services Trade” for additional information regarding the tourism sector.

Transportation

The transportation sector, which consists of passenger and merchandise transportation by air, land and sea,
grew at an average of 5.3% per year in the period from 2010 to 2014.
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Communications

The Dominican Republic was one of the first countries in Latin America to have privatized telephone service.
Privatization of the telecommunications sector took place in 1930. From 1930 to 1992, Compariia Dominicana de
Teléfonos (the Dominican Telephone Company), currently a subsidiary of Mexican telecommunications company
América Movil, had a virtual monopoly in this sector. In 1992, the creation of Tricom S.A. introduced competition
into the telephony market, and competition continued to increase in the 1990s with the entry of Turitel in 1993 and
Economitel in 1997, both of which specialize in domestic and international long distance calling card services. In
2000, France Telecom (Orange) and Centennial Dominicana (a subsidiary of Centennial Communication
Corporation) entered the domestic market for international long distance telephone and wireless services. Increased

competition has expanded the variety of communication services offered and resulted in an appreciable reduction in
rates.

Summary of Communications Sector Information

As of December 31,
2010 2011 2012 2013 2014
Lines (per 100 residents)
FiXEd WITC...cveviiiceeieete ettt 10.1 10.1 10.0 9.9 10.2
CIIUIAL ... 91.0 89.3 91.3 933 83.6
Total lines.......cceevveveeeieiererenenne. . 101.1 99.4 101.2 103.2 93.8
Internet accounts (number of acCOUNLS) .....cvevveveeeeirieririrninene 622,931 1,211,343 2,054,905 3,558,024 3,773,134

Source: Central Bank and Instituto Dominicano de las Telecomunicaciones (Dominican Telecommunications Institute)

During 2010 and 2011, the communications sector grew by 7.1% and 7.7%, respectively. In 2012, this sector
grew at a rate of 10.1%, mainly due to an increase in the traffic of outgoing calls to fixed wire and mobiles lines. In
2013, the communications sector grew at a rate of 5.0%, driven by the positive performance of mobile services, which
had the highest weight in the production of the sector. In 2014, this sector grew at a rate of 5.2%, mainly due to an
increase in mobile telecommunications services. The relative share of this sector in GDP at current prices was stable
during the period 2010 — 2014, averaging 1.7% of GDP.

Cellular phone service grew from 8.6 lines per 100 residents in 2000 to 83.6 lines per 100 residents in 2014,
accounting for almost the entire increase in the total number of phone lines over this period. As of December 31, 2013,
the total number of fixed and mobile telephone lines in the Republic was approximately 10.2 million. However, as of
November 30, 2014, the total number of lines was reduced to approximately 9.3 million as a result of a resolution by
the Dominican telecommunications regulator, the Dominican Institute of Telecomunications (INDOTEL), which
required the companies that provide mobile telecommunication services to validate the active mobile lines and to
discard the ones that were not supported by an identifiable customer. Among a variety of factors, telephone service has
grown due to prominent advertising campaigns, the proliferation of prepaid cellular plans and handsets and significant
growth of foreign direct investment in this sector. Internet access has also increased significantly in recent years, as
computers and internet use have proliferated.

The Government has launched initiatives to enhance the communications sector, including:

e allocation of 60% of the 2% excise tax imposed on communication services to improve access to
telephone and other communication services;

e development of programs to provide internet access in public schools; and
e development of programs to increase access to telecommunications in rural areas.

Financial Services

Between 2010 and 2014, the financial services sector grew at an average annual rate of 7.4%, which was
higher than the average annual growth rate for the entire Dominican economy, due to growth in the granting of credit
resulting from adequate levels of liquidity and an increased focus on consumer credit. This sector has consolidated
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over time as a result of the reforms in the regulatory framework and banking supervision. In addition, the
diversification in the portfolio of products and services offered by financial institutions has allowed greater access to
the financial services for the general populace.

Public Administration

Between 2010 and 2014, the public administration sector exhibited an average growth rate of 2.3% due to an
increase in the Government’s payroll. In 2014, the public administration sector grew by 4.7% as compared to 2013.

Real Estate and Other Services

Real estate expanded at a 3.6% average annual growth rate in the period from 2010 to 2014. During 2014, the
real estate sector grew by 3.3% as compared to 2013.

Other services supplied in the Dominican economy include personal services, cleaning services, services
rendered to private companies and computer services. During 2014, the other services sector grew by 4.4% as
compared to 2013.

Privatization and Role of the State in the Economy
Privatization

During the first Fernandez administration from 1996 to 2000, the Government began a process of
privatization in a number of sectors.

Pursuant to the Ley General de Reforma de la Empresa Publica (the Public Enterprise Reform Law), the
privatization of state-owned companies in the Dominican Republic must be effected primarily through a process of
share purchases (which is referred to under Dominican law as “capitalization”). Under the capitalization process,
private sector companies contribute a sum equal to or greater than the value of the state-owned company subject to
privatization to create a new company, 50% of which continues to be owned by the Government as required by law.
This law also gives discretion to the Comision de la Reforma a la Empresa Publica (the Commission for the Reform of
Public Enterprises) to implement the Government’s privatization initiatives through franchising, concessions,
transfers of shares or assets, or the sale of assets. Under this law, funds obtained through the privatization process,
including concession fees, are placed in the Fondo Patrimonial (the Privatization Fund).

The state-owned companies and assets that have been subject to privatization since the enactment of the
Public Enterprise Reform Law include the following:

e  Corporacion Dominicana de Electricidad (“CDE”), CDEEE’s legal predecessor;

e the sugar mills owned by the Consejo Estatal del Azucar (National Sugar Board, or “CEA”);

e companies owned by the Corporacion Dominicana de Empresas Estatales (the Dominican State
Enterprises Corporation, or “CORDE”), a holding company with interests in companies operating in a

wide range of economic activities;

e hotels owned by the Corporacion de Fomento de la Industria Hotelera (the Hotel Industry Promotion
Corporation, or “CORPHOTELES”);

e airports managed by the Government; and

e Refineria Dominicana de Petréleo (“REFIDOMSA”).
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The following summarizes the steps taken to privatize these companies:

e  The privatization of CDEEE, in 1999, divided the company into three separate parts, each dealing with a
different segment of the electricity market — generation, transmission and distribution. As a result of
these measures, three new mixed (private and state-owned) companies — Distribuidora de Electricidad
del Norte (“Ede Norte”), Distribuidora de Electricidad del Sur (“Ede Sur”) and Distribuidora de
Electricidad del Este (“Ede Este”) — were established to assume the power distribution business. The
Government sold 50% ownership interests and management control in Ede Norte and Ede Sur to Spanish
company Union Fenosa and in Ede Este to U.S.-based AES in separate transactions. In addition, two new
mixed (private and state-owned) companies — Empresa Generadora de Electricidad Itabo, S.A. “EGE
ITABO” and Empresa Generadora de Electricidad Haina, S.A.”EGE HAINA”— were established to
assume the power generation business conducted through thermoelectric plants. In September 2003,
however, the Republic repurchased Union Fenosa’s interest in Ede Norte and Ede Sur for US$699.6
million (including interest) and re-assumed operational control of the two distributors. The purchase
price was payable in 144 monthly installments through September 2015. The Republic’s payment
obligations were secured by the assignment of customer receivables of Ede Norte and Ede Sur selected
by Union Fenosa representing 115% of each price installment. In August 2005, the Republic signed a
memorandum of understanding with Union Fenosa that granted the Republic the option, exercisable
through March 31, 2006, to pre-pay all of the remaining purchase price installments for approximately
US$294.1 million and release Ede Norte and Ede Sur from their obligations under the receivables
assignment agreement. The Republic exercised this option in March 2006. In May 2009, the Republic
repurchased the 50% of Ede Este owned by TCW, an affiliate of Société Générale, following a
settlement of TCW and Société Générale’s arbitration claims against the Republic. See “—Secondary
Production—Electricity, Gas and Water—Electricity.”

e In June 1999, the Government decided to lease the sugar mills owned by the National Sugar Board to
private sector operators in an effort to improve their performance. To date, the National Sugar Board’s
ten sugar mills have been leased to four private consortia, which have invested resources to optimize the
mills’ production capabilities, and to improve the quality of the mills’ facilities.

e The privatization of CORDE was launched in 1999 with the privatization of two of its subsidiaries,
Molinos Dominicanos and Molinos del Norte. These two companies merged into Molinos del Ozama,
which was capitalized by Malla y Cia (a privately-owned company). In December 1999, the
Government authorized the lease of two CORDE subsidiaries, Minas de Sal y Yeso and Marmoleria
Nacional, to two privately-owned companies, Cementos Nacionales (a subsidiary of CEMEX S.A.B. de
C.V.) and Marmotech, S.A. The privatization of CORDE continued in January 2000, when its three
tobacco subsidiaries were merged into a single entity that was capitalized by CITA Caribe (a subsidiary
of CITA Tabacos de Canarias). All but three of the CORDE companies have been liquidated. The three
that remain in existence are currently not in operation.

e Sixteen of the CORPHOTELES’s 24 hotels have been leased to private operators. The remainders are
either not in operation or have been donated to non-profit organizations.

e In 1999, the Government also privatized the management of four of the country’s international airports.
Aeropuertos Dominicanos Siglo XXI, S.A. (a private consortium known as “Aerodom”) was selected
though a competitive bidding process to operate the airports for a period of 25 years. In addition,
Aerodom built an airport in La Isabela, near Santo Domingo, which began flight operations in February
2006 and an airport in El Catey, near the Samana resort area, which began flight operations in November
2006.

e The Government is also promoting private sector investment in other public endeavors, such as the
development of sulfide deposits and the construction and management of highways. During 2001 and
2002, the Government granted concessions for the construction or widening of highways. In February
2006, concessionaire Autopistas del Nordeste, issued US$163 million of bonds due 2026 to finance
construction of a new toll road connecting Santo Domingo to Samand. The bonds are secured by the
concessionaire’s rights under the concession agreement, including the right to receive from the Republic
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payment of (i) a US$29 million contribution to construction costs (of which US$15 million has already
been contributed), (ii) a guaranteed minimum revenue amount in the event toll revenues fall below set
targets in any operating quarter (which amounts range from approximately US$5.3 million to
approximately US$13.6 million in constant U.S. dollars per quarter from June 2008 through February
2026) and (iii) a termination fee in the event the concession is terminated, which will be at least sufficient
to cover the concessionaire’s then outstanding liabilities. The highway, named the “Coral Highway”
commenced operations in 2009 and is still under construction.

e InFebruary 2005, the Government announced that it plans to auction concessions of cruise ship sea ports
in four cities to improve tourism infrastructure. In that same year, a concession was granted for the Sans
Souci port, the terms of which require the rehabilitation of the existing Sans Souci and Don Diego cruise
ship terminals, which are located on the shores of the Ozama River in Santo Domingo. This project is
expected to contribute to the clean-up of pollution and improvements to the navigation channel in that
river.

e In May 2010, the Republic and Venezuela signed an agreement for the purchase by Venezuela’s state oil
company, PDVSA, of a 49% stake in REFIDOMSA, the national oil refinery, which is wholly owned by
the Republic, following the Republic’s acquisition of the 50% stake held by its former partner, royal
Dutch Shell Plc. The purchase agreement, which reflected a purchase price of approximately US$133.4
million, was approved by the Dominican Congress on August 18, 2010 by Resolution No. 112-10.

The privatization process has encountered significant difficulties in the electricity sector due to the persistent
cash flow problems arising from theft and non-payment of invoices by consumers. Both generators and distributors of
electricity have been beset by financial losses that have resulted in frequent blackouts, widespread public protests, a
persistent deficit in electricity output, and several temporary and permanent shutdowns of generating plants. See
“—Secondary Production—Electricity, Gas and Water—Electricity.” In November 2004, AES sold its ownership
interest in Ede Este to U.S.-based TCW Energy Advisors, which sold the company back to the Government in 2009.

Role of the State in the Economy
Following enactment of the Public Enterprise Reform Law on June 24, 1997, the Government reduced its

direct involvement in the Dominican economy. While in the early 1990s the Government maintained a 100% equity
ownership in public enterprises, the Government has reduced its ownership stakes in many of those enterprises.
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As of the date of this offering memorandum, the Government holds equity ownership interests in the

following companies:

Government
Equity
Company Ownership Description
Empresa de Generacion Hidroeléctrica Dominicana (EGEHID), 100% Operates the Republic’s generation plants
which is a public institution under CDEEE’s leadership and
coordination, according to article 138 of the General Electricity
Law and Decree No. 923-09, dated December 30, 2009
Empresa de Transmision Eléctrica Dominicana (ETED), which is a 100% Operates the Republic’s transmission lines

public institution under CDEEE’s leadership and coordination,
according to article 138 of the General Electricity Law and Decree
No. 923-09, dated December 30, 2009

Ede Sur, Ede Norte and Ede Este, which are owned by the Republic,
through FONPER and CDEEE

Approx. 99%

EGE ITABO and EGE HAINA, partially owned by the Republic,
through FONPER

Approx. 50%

Consejo Estatal del Aziicar (CEA, National Sugar Board) 100%
Corporacion de Acueducto y 100%
Alcantarillado de Santo Domingo

(CAASD, Aqueduct and Sewer Corporation of

Santo Domingo)

Corporacion de Acueducto y 100%
Alcantarillado de Santiago (CORAASAN, Aqueduct

and Sewer Corporation of Santiago)

Banco de Reservas de la Republica 100%
Dominicana (BanReservas)

Banco Agricola (Agricultural Bank) 100%
Compaiiia de Seguros San Rafael 100%
(San Rafael Insurance Company)

CORDE 100%
CORPHOTELES 100%
Refineria Dominicana de Petroleo 51%
( REFIDOMSA, Dominican Petroleum Refinery)

Falconbridge Dominicana 10%
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Owns distribution facilities

Operates power generation business
through thermoelectric plants

Owns the Dominican Republic’s sugar
mills and land. All sugar mills are leased to
the private sector

Owns and operates the aqueducts and
sewers of Santo Domingo

Owns and operates the aqueducts and
sewers of Santiago

Commercial bank

Development bank that provides financing
for small farmers

Offers insurance services to the public

Holding company of the Government’s
interest in three companies currently not in
operation

Owns 16 hotels throughout the Dominican
Republic

Imports oil and oil derivatives, operates the
Dominican Republic’s refinery, and sells
gasoline and other fuel products to oil
derivative distributors

Operates the Dominican Republic’s
nickel-iron mines and exports nickel-iron
to foreign markets



Employment and Labor

Employment

The following table sets forth labor force statistics as of the periods indicated.

Employment and Labor

(%)
As of December 31,
2010 2011 2012 2013 2014

Participation rate')............oovveveeeereeeeeeeereeeseeeen 55.0 56.2 56.5 56.1 57.3
Employment rate®....... . 47.1 48.0 48.2 47.7 49.0
Unemployment rate™ 14.3 14.6 14.7 15.0 14.5
Open unemployment rate™..............c..ccoccoorvvvennnnnn. 5.0 5.8 6.5 7.0 6.4
(1) Labor force as a percentage of the total population at or above the minimum working age (including both active and inactive segments of the

population).
(2) Employment as a percentage of the total population at or above the minimum working age.
(3) Refers to population at or above the minimum working age that is not employed and is willing to work (even if not actively seeking work), as

a percentage of the total labor force.
(4) Refers to population at or above the minimum working age that is not employed and is actively seeking work, as a percentage of the total labor

force.

Source: Central Bank

Based on preliminary figures, as of December 31, 2014, the Republic’s unemployment rate was 14.5%, a

decrease of 0.5% as compared to December 31, 2013. Based on preliminary figures, as of December 31, 2014, the
Republic’s open unemployment rate was 6.4%, a decrease of 0.6% as compared to December 31, 2013.

The following table sets forth information on employment by sector (as a percentage of total employment) for

the periods indicated.

Employment
(% by sector)
As of December 31,
2010 2011 2012 2013 2014

Agriculture, livestock, fishing and forestry................ 14.6 14.7 14.2 14.2 14.5
MINING ..o 0.3 0.5 0.4 0.3 0.2
Manufacturing ... . 10.5 10.2 10.4 9.8 9.8
Construction.................... 6.3 6.2 6.3 5.6 6.5
Electricity, gas and Water..........cccccceeereneeecencnenene. 1.0 0.8 1.1 0.9 0.8
Transportation and communications.........c..c.ccceceene. 7.6 7.4 7.5 7.9 7.7
Wholesale and retail trade................... 21.5 21.9 21.6 21.3 20.9
Financial services..........ccoocvevervennene 2.5 2.5 2.5 2.6 2.4
Public administration and defense ... 4.9 4.8 4.9 4.8 4.6
Hotels, bars and restaurants ..............ccoeeveevveeereeenens 6.1 5.9 6.0 6.1 6.3
Other SEIVICES ..vvveeeiierieeiieeieeeireeieeere et e seeereesiae e 24.8 25.1 25.2 26.3 26.3
100.0 100.0 100.0 100.0 100.0

Sources: Encuesta Nacional de Fuerza de Trabajo (National Work Force Survey) and Central Bank

Employment in the Dominican economy is mainly concentrated in the following economic activities:

agriculture, livestock, fishing and forestry; manufacturing; transportation; wholesale and retail trade and other
services.

The Dominican economy has a significant “informal sector” that provides employment to many people,

including a significant number of women. The term “informal sector” refers to economic activities that take place
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outside of the formal norms for economic transactions established by the state or developed through formal business
practices. The informal sector includes small businesses that are the result of individual or family initiatives. It
generally involves the production and exchange of goods and services without the appropriate business permits,
without reporting of tax liability, without complying with labor regulations and without legal guarantees for suppliers
and end users. The informal sector provides economic opportunities, albeit limited, for the urban poor. In 2014, the
Central Bank estimated that more than half of the total labor force was employed in the informal sector.

Wages and Labor Productivity

The Comité Nacional de Salarios (the National Committee on Salaries) sets minimum wages by industry
every two years in a process in which representatives from labor, management and the public sector participate.
Effective January 2005, the National Committee on Salaries approved a 30% increase in the minimum wage for most

sectors of the economy.

In 2014, the real minimum wage recorded in the private and public sector and in the free trade zones
decreased by 1.6%, in each case, from the levels registered in 2013, mainly due to the increase of the inflation rate.

The following table sets forth information on real minimum wages by sector and labor productivity for the
years indicated.

Index of Real Minimum Wages

(2010 =100)
As of December 31,

2010 2011 2012 2013 2014

Private sector wages:
Large size companies'............co.cooeereeereceeeeereeeeseeses 100.0 108.6 104.5 114.7 112.9
Medium size companies(z) 100.0 108.6 104.5 114.7 112.9
Small size companies™.............oooveorereereeeeeeeeeeeeenennn. 100.0 108.6 104.5 114.7 112.9
Free trade Zone Wages.......ceoveeverierveniieienieeienieeeesie e 100.0 102.1 104.5 115.0 113.2
PUbIic SECtOr WAZES. .. c.veueeveeeireieieieieieieete ettt 100.0 92.8 89.3 86.0 84.6

(1) Capitalization greater than DOP4.0 million.

(2) Capitalization greater than DOP2.0 million and lower than DOP4.0 million.
(3) Capitalization lower than DOP2.0 million.

Sources: Ministerio de Trabajo (Ministry of Labor) and Central Bank

Poverty and Income Distribution

The incidence of poverty in the Republic declined during the 1990s, primarily as a result of rapid economic
growth during the period. Another factor that has helped to ameliorate poverty has been the considerable rise in
remittances from workers living and working abroad, which has grown even during the global economic crisis. See
“Balance of Payments and Foreign Trade—Remittances.” Poverty in the Republic results primarily from
unemployment and underemployment, marked class disparities in access to education, health care and jobs, and the
significant differences in income between skilled and unskilled workers.

Nevertheless, since 2000 poverty in the Republic has increased significantly as a result of high inflation, the
slowing economy and an increase in the unemployment rate. According to data from the Ministerio de Economia,
Planificacion y Desarrollo (Ministry of Economy, Planning and Development), approximately 35.8% of the
population lived below the national poverty line in 2014, as compared to 32% in 2000. Approximately 7.9% of
Dominicans lived below the national extreme poverty line in 2014, as compared to 8.1% in 2000.

The Republic’s most important initiative to reduce poverty is the Programa Solidaridad (Solidarity
Program). The Solidarity Program aims improve the income of families so as to enable them to invest in the education
and health of their children. In this program, poor families receive cash transfers in exchange for meeting a series of
requirements. The Solidarity Program has three basic components:
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Comer es Primero (Eating is First): In this component, each beneficiary family receives monthly
financial assistance to purchase food, the amount of which is determined based on a basic basket of
consumer and retail prices.

Incentivo a la Asistencia Escolar (School Attendance Initiative): Through this component, each family
with children and adolescents aged between 6 and 16 years (between the first and eighth grades of basic
education) receives a monthly financial stipend which is conditioned on school attendance.

Dominicanos y Dominicanas con Nombre y Apellido (Dominicans with First and Last Names): This
component offers a free and preferential procedure to issue identity documents to families receiving
conditional cash transfers.

In addition, in 2001 a social security law that overhauled the Republic’s pension system went into effect. For
a discussion of the Republic’s social security reform, see “Public Sector Finances—Social Security.”

The Government has also adopted a plan to improve the Dominican educational system, particularly as
substandard education is considered to be one of the principal causes of poverty. The Dominican educational system
has suffered from a lack of resources, out-of-date curricula and inadequate teacher training. The Government has taken
steps to improve Dominican schools, including the following:

continuing the Plan Decenal de Educacion (the Decennial Plan for Education), a program started in
1992 with support from the IDB, the World Bank and private donors, which is aimed at increasing the
efficiency of the school system and improving the coverage of public education for children;
strengthening the student-breakfast program for children attending public schools;

adopting a program to provide internet access in public schools;

encouraging private companies to sponsor public schools;

implementing the School Attendance Initiative program;

implementing a program aimed at reducing illiteracy;

increasing the number of class-hours in the school day in public schools;

establishing a competition process for the hiring of new public school teachers; and

implementing a program to train public school teachers.

Other measures the Government has implemented in recent years to combat poverty include:

subsidizing selected households living in poverty (e.g., single-mother households and households where
the wage earner is disabled or retired);

investing in poor neighborhoods to improve sanitation, pave roads and repair sub-standard housing;
subsidizing public transportation;

providing credits for small businesses;

reforming the public healthcare and workers’ compensation systems;

implementing the “Progressing with Solidarity” program, a welfare program that provides cash to the
families upon the fulfillment of certain conditions; and

establishing the Unified Beneficiary System, which monitors the Government’s poverty programs.
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Environment

The most serious environmental problems currently confronting the Republic are water contamination and
deforestation. The Government expects to address these environmental problems through greater supervision and
regulation, as well as through community and private-sector awareness and involvement. In 2000, the Government
created the Ministerio de Medio Ambiente y Recursos Naturales (the Ministry of the Environment and Natural
Resources) to centralize the various functions relating to the environment previously carried out by multiple
governmental entities.

The Government requires environmental impact studies before authorizing any public or private construction
project. The Government undertook reforestation projects, beginning in the late 1990s, which involved community
groups and private and public organizations. The drive for reforestation yielded favorable results. While in the 1980s
the annual rate of deforestation, as measured by the World Bank, reached 400 square kilometers per annum, that rate
was reduced to 264 square kilometers per annum in the period from 1990 to 1995. In addition, a study has suggested
that the total area covered by forest grew by 550 kilometers between 1980 and 1998, increasing the covered area from
19.6% to 27.5%. As of December 31, 2013, the total area covered by forest increased to 39.7%. According to studies
conducted by the Economic Commission for Latin America and the Caribbean in 2012, the Dominican Republic had
13,079.9 km2 of protected areas.
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BALANCE OF PAYMENTS AND FOREIGN TRADE
Balance of Payments

The balance of payments is used to record the value of the transactions carried out between a country’s
residents and the rest of the world. The balance of payments is composed of:

e the current account, which comprises:
o net exports of goods and services (the difference in value of exports minus imports);
o net financial and investment income; and

o net transfers; and

e the capital and financial accounts, which comprise the difference between financial capital inflows and
financial capital outflows.

Current Account

One of the most important components of the current account is the trade balance. The four primary factors
that drive the trade balance are:

e the relative rate of economic growth of a country as compared to that of its trading partners — generally,
if a country’s economy grows faster than that of its trading partners, its relative level of consumption of
goods and services will tend to rise, and its level of imports will tend to increase more rapidly than its
level of exports;

o the relative level of domestic prices against foreign prices, as reflected by the real exchange rate —
generally, if a country’s domestic prices rise relative to those of its trading partners, there is a tendency
for the country’s level of exports to decline, and for its level of imports to increase;

e changes in production costs, technology, and worker skills — more efficient production will tend to lower
production cost, which in turn will tend to lower prices. As prices fall, there will be a tendency for the
country’s level of exports to increase; and

e changes in consumer tastes, which may affect the demand for a country’s goods and services abroad, and
the demand for foreign products in the domestic market.

Between 2010 and 2014, the Republic’s current account registered annual deficits, which were partially
offset by net borrowing from the financial account. During this period, the current account deficit fluctuated between
7.5% (2010) and 3.2% (2014) of GDP.

In 2010, the current account registered a deficit of US$4.0 billion, a US$1.7 billion increase when compared
to the current account deficit of US$2.3 billion recorded in 2009. This increase in the current account deficit resulted
from higher domestic demand in response to monetary and fiscal policy driving the economy. As expected, this
growth resulted in greater demand for imported goods in an environment in which external demand of the Republic’s
major trading partners was sluggish.

In 2011, the current account deficit reached US$4,358.7 million, larger than the deficit recorded in 2010, but
similar as a percentage of GDP, remaining at 7.5% GDP in 2010 and in 2011. This improvement resulted primarily
from a decrease in energy costs during 2011 due to lower oil import prices.

In 2012, the current account deficit reached US$3,970.6 million or 6.6% of GDP, a decrease of US$388.1

million or 0.6% as a percentage of GDP when compared to a deficit of US$4,358.7 million for 2011. This
improvement was due primarily to a 12.3% increase in national exports that resulted from the beginning of operations
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of the Pueblo Viejo mine operated by Barrick Gold Corporation, and the reduction in the rate of growth of imports to
just 2.1% in 2012 compared to 13.8% in 2011, mainly due to lower growth rate of international price of oil, among
other factors.

In 2013, the current account deficit reached US$2,536.7 million, a decrease of US$1,433.9 million compared
to the account deficit of US$3,970.6 million recorded in 2012. This reduction was mainly attributable to a 15.6%
decrease in the deficit in the trade balance of goods, due to a 5.5% increase in total exports and a 4.9% decrease in
imports compared to 2012. The increase in total exports is explained mainly by the US$1,015.9 million growth in the
exports of gold.

In 2014, the current account deficit reached US$2,025.8 million, a decrease of US$510.9 million compared to
the account deficit of US$2,536.7 million recorded in 2013. This reduction was mainly attributable to a 5.3% increase
in total exports and an 11.2% decrease in crude oil imports compared to 2013. The decrease in imports of crude oil and
derivates is explained mainly by a decrease in international oil prices.

In addition, the nominal DOP/US$ exchange rate increased gradually during 2014, reaching DOP44.20 per
dollar in the last business day of December, which represented an annualized depreciation rate of 3.5% since the
beginning of 2014. During 2014, the average nominal DOP/USS$ exchange rate reached DOP43.45 per dollar, which
results in an average depreciation of 4.0% when compared to the average exchange rate for 2013.

Financial Account

The financial account quantifies foreign direct investment and monetary flows into and out of a nation’s
financial markets.

During 2010, the financial account registered a net borrowing balance of US$5.1 billion, a US$2.4 billion
increase compared to the net borrowing balance registered in 2009. The higher financial account result reflects a
greater inflow of foreign capital, mainly in the form of portfolio investment through the issuance of a sovereign bond
in the international markets as well as higher private loan disbursements from multilateral lenders under the World
Bank and IDB and amounts from the IMF under the Stand-by Arrangement.

In 2011, the net borrowing balance of the financial account of the balance of payments reached US$3.9
billion, compared to US$5.1 billion in 2010. Although foreign direct investments increased by US$253.0 million
during 2011, capital from the issuance of international bonds and the disbursements of loans from multilateral lenders
was lower during 2011 as compared to 2010.

The financial account of the balance of payments ended with a net borrowing balance of US$3.6 billion as of
December 31, 2012, mainly due to a higher foreign direct investment inflows, which increased by US$865.7 million,
an increase of 38.0% over 2011. This performance demonstrated the confidence of external agents in the Republic’s
macroeconomic stability.

The net borrowing balance of the financial account reached US$4,148.6 million as of December 31, 2013, as
compared to US$3,595.9 million as of December 31,2012. The increase resulted largely from a significant increase in
foreign portfolio investment inflows.

The net borrowing balance of the financial account reached US$3,305.0 million as of December 31, 2014,

which represents a decrease of US$843.6 million, as compared to US$4,418.6 million as of December 31, 2013. The
decrease resulted largely from an increase in foreign assets.
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The following table sets forth information regarding the Republic’s balance of payments for the periods
indicated.

Balance of Payments

(in millions of US$)
As of December 31,
2010 2011 2012 2013 2014
Current account
Trade balance:
Exports:
National ........cccoeveieveiiieieeeieeeeeeens 2,711.3 3,678.0 4,129.0 4,473.8 4,676.7
Free trade Zones..........coo..evvvrrevsersvonnenns 4,103.4 4,683.6 4,806.5 4,950.5 5,242.9
Total exports 6,814.7 8,361.6 8,935.5 9,424.3 9,919.6
Imports:
National ........ccceeveevieivieieieiereieeeeee 12,600.9 14,362.9 14,774.6 13,690.1 13,838.3
Free trade Zones..........coovvrvvrerevserseonnenns 2,609.0 2,938.7 2,898.7 3,111.1 3,450.0
Total iMPOTtS ..., 15,209.9 17,301.6 17,673.3 16,801.2 17,288.3
Trade balance.............ccoovrrrvennis (8,395.2) (8,940.0) (8,737.8) (7,376.9) (7,368.7)
Services balance:
CreditS..coueiiiieeiieiereieeeeeeeeee e 5,462.0 5,730.6 6,053.6 6,449.3 7,044.4
S 32183 28069 28521 27612 28184
Service balance ....oovveevveeeeeenniinns 2,243.7 2,923.7 3,201.5 3,688.1 4,226.0
Primary income balance:
CreditS...uoviuieeeiieeeereeeieeeeeeeeeeeee e 1,180.0 704.7 678.5 665.5 555.0
DEDLS oo 248538 28805 3,022.1 3,660.0 3,764.1
Primary income balance ............ (1,305.9) (2,175.8) (2,343.6) (2,994.5) (3,209.1)
Secondary income
Income received........ocoverivieievierieniennens 4,257.3 4,644.8 4,711.5 4,956.0 5,203.5
Of which:
Personal transfers............ccocoevvevvennenee. 3,682.9 4,008.3 4,045.4 4262.3 4,571.2
Income paid ..................... ) 806.2 811.4 802.2 809.4 877.5
Secondary income balance.... . 3,45 1.1 3,8334 3,9093 4,1466 4,3260
Current account balance ............ (4,006.3) (4,358.7) (3,970.6) (2,536.7) (2,025.8)
Capital account® ...........coocovververrernnnn. 38.0 30.1 40.9 40.5 26.1
Net lending(borrowing) ............. (3,968.3) (4,328.6) (3,929.7) (2,496.2) (1,999.7)
Financial account:
Foreign direct investment (2,023.7) (2,276.7) (3,142.4) (1,990.5) (2,208.5)
Portfolio investment (759.5) (746.0) 446.2 (1,765.2) (1,430.5)
Public and private debt, med. and LT (net)
............................................................... (1,094.2) (1,124.7) (1,132.3) (657.7) 235.2
Public and private debt, short term (net) (390.8) 280.4 (96.9) 6.7 (644.5)
Currency and deposits ...........cccoveeveuenne 6.7 53.0 43.0 320 596.9
Other™ ..o (885.3) (102.2) 286.4 (61.9) 146.4
Financial account........................ (5,146.8) (3,916.2) (3,595.9) (4,148.6) (3,305.0)
Errors and omissions.....................ccoouene. (1,107.5) 575.0 (106.5) (311.8) (691.1)
Overall balance™ .............c.coocoovvvvieenann. 711 162.6 (440.2) 1,340.6 614.2
Financing:
Foreign assets .......c.ccceveereenrenincninenns 466.4 339.4 (547.9) 1,145.7 161.5
Use of fund credit and loans... . 390.8 172.8 (110.8) (196.9) (454.9)
Transfers (debt relief)........ccccovvveeriennne. 4.8 4.0 3.1 2.3 2.2
Portfolio investment (liabilities) ........... — — — — —
Other investment-liabilities™................. (401.8) — — 0.3) —
Financing........c.cccceceeveevevennenns 711 162.6 (440.2) 1,340.6 614.2

(1) 2010-2012 revised data; 2013-2014 preliminary data. 2010-2014 data conforms to IMF’s 6" Edition of the Balance of Payments Manual.
(2) Excludes components classified under Financing in accordance with the Fifth Version of the IMF Balance of Payments Manual.

(3) Includes commercial credits and other.

(4) Represents the sum of current account balance, plus capital and financial account and errors and omissions.

(5) Includes disbursements on new loans and advanced reimbursements on loans.

Sources: International Department, Balance of Payments Sub-direction, Balance of Payments Division
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Foreign Trade

In 2014, the combined value of the Republic’s imports and exports of goods equaled 43.0% of the country’s
GDP, reflecting the high degree of openness of the Dominican economy to foreign trade.

In 2014:

e the trade deficit was US$7.3 billion, which reflects a decrease of only 0.1% as compared to US$7.3
billion in 2013;

e total exports were US$9.9 billion, as compared to US$9.4 billion for 2013, principally due to the
increase in domestic exports, reflecting a 4.5% increase as compared to 2013;

e imports totaled approximately US$17.3 billion, as compared to US$16.8 billion during 2013, which
reflected a reduction in domestic demand for imported consumer goods during 2013;

e imports of durable goods increased by 20.8% as compared to 2013, reflecting an aceleration of the real
growth rate as compared to 2013; and

e the value of imports of petroleum and its derivatives decreased by 11.2% as compared to 2013, reflecting
a slowdown in the growth rate for imports since 2013, when compared to the 16.2% growth in the period
from 2010 to 2012, explained primarily by a decrease in the price of international oil prices and a
reduction in the prices of natural gas. During 2014, 49.1% of the Republic’s total exports were bound for
the United States and Puerto Rico, while 41.5% of total imports came from U.S. and Puerto Rico ports,
compared to 47.1% and 38.9%, respectively, in 2013.

In August 2004, the Republic and the United States signed DR-CAFTA, which was subsequently ratified by
the U.S. Congress in the summer of 2005 and by the Dominican Congress in March 2007. DR-CAFTA initially
eliminated 80% of tariffs on goods imported into the Republic from the United States, with the remaining 20% to be
phased out over a 5- to 20-year period. Furthermore, upon full implementation of DR-CAFTA, all Dominican exports
to the United States are expected to enter the United States tariff-free (as of 2007, 99.2% of Dominican exports to the
United States were tariff-free).

DR-CAFTA has helped mitigate the negative effects of the expiration of the WTO Textiles Agreement for
the Republic because it grants Dominican textiles preferential access to the U.S. market. Prior to 2005, the Republic
had benefited from preferential access to the U.S. market through the Textile Parity Agreement. See “The
Economy—Principal Sectors of the Economy—Secondary Production—Manufacturing—Free Trade Zones.”
However, import quotas on textiles were eliminated in all WTO member countries on January 1, 2005, with the
expiration of the WTO Agreement on Textiles and Clothing. As a result, the Republic’s textiles exports to the United
States and other markets have decreased significantly primarily as a result of greater competition from China and
India.

In addition, since 2007, Haiti has become an increasingly important destination for Dominican exports of
intermediate goods from free trade zones. These goods are typically finished in Haiti and re-exported.

In 2014, exports from the Republic consisted primarily of:

e cexports from free trade zones (such as textiles, electronics and jewelry) valued at US$5,242.9 million,
accounting for 52.9% of total exports;

e traditional exports (consisting of products, such as sugar, tobacco, coffee and nickel-iron and gold)
valued at US$1,864.9 million, accounting for 18.8% of total exports; and

e non-traditional exports (consisting of other products that the Republic currently exports, such as beer and
fruits) valued at US$2,250.1 million, accounting for 22.7% of total exports.
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Despite the continued adverse impact of the global economic crisis, data for 2014 demonstrates that total
exports increased by US$495.3 million over the amount of exports recorded in 2013, due to greater foreign demand for
organic products, as well as the advancement of the operations of the mining company Barrick Gold during 2014,
increasing exports of gold by 29.4%.

The following tables set forth further information regarding exports for the periods indicated.

Exports
(in millions of US$ and as a % of total exports)

As of December 31,

2010 2011 2012 2013 2014
US$ % USS$ % USS$S % US$ % USS %
Free trade zones:
Textiles.....covrerireriennnns 946.4 13.9 1,207.0 14.4 1,222.8 13.7  1,219.2 129  1,248.1 12.6
Footwear ..... 312.8 4.6 375.4 4.5 406.5 4.5 4222 4.5 452.8 4.6
Electronics 581.6 8.5 603.9 7.2 638.8 7.1 658.2 7.0 751.9 7.6
Tobacco
381.6 5.6 396.6 4.7 475.8 53 531.7 5.6 584.5 5.9
434.6 6.4 488.1 5.8 405.3 4.5 315.5 33 282.5 2.8
Medical products ......... 208.3 3.1 228.4 2.7 247.7 2.8 212.8 2.3 228.7 2.3
Other ....cccoveeveirieeenee 1,238.2 18.2 1,384.2 16.6 1,409.6 15.8  1,590.9 16.9 1,694.5 17.1
Total free trade
F70) 15 4,103.4 60.2 4,683.6 56.0 4,806.5 53.8 4,950.5 52.5 52429 52.9
Traditional:
Sugar and related
products................ 195.7 2.9 205.0 2.5 200.6 2.2 131.3 1.4 125.2 1.3
Coffee....cccevveeveennnnnne. 10.2 0.1 26.3 0.3 34.5 0.4 15.0 0.2 10.3 0.1
187.4 2.7 183.9 2.2 168.6 1.9 68.8 0.7 88.6 0.9
11.2 0.2 15.6 0.2 11.6 0.1 9.2 0.1 16.1 0.2
- - 290.2 3.5 267.3 3.0 157.3 1.7 - -
32.8 0.5 42.3 0.5 200.3 22 1,251.0 13.3 1,624.7 16.4
437.3 6.4 763.3 9.1 882.9 9.9 1,632.6 173 1,864.9 18.8
Total non-traditional ....... 1,852.4 27.2 2,346.2 28.1 2,666.9 29.8  2,289.1 243  2,250.1 22.7
Total other™ ............... . 6.2 568.5 6.8 579.2 6.5 552.1 5.9 561.7 5.7

Total exports 100.0 8,361.6 100.0 8,935.5 100.0 9,424.3 100.0  9,919.6 100.0

(1) 2010-2012 revised data; 2013-2014 preliminary data. 2010-2014 data conforms to IMF’s 6™ Edition of the Balance of Payments Manual.
(2) Includes goods sold at port.
Source: Central Bank
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Geographic Distribution of Exports
(% of total exports)

As of December 31,
2010 20117 2012 2013" 2014
United States™"..........ccovovvviererereeee. 52.6 48.9 50.2 47.1 49.1
Canada 0.5 0.6 0.8 10.7 9.8
Mexico 0.6 04 0.4 0.3 0.4
Total North America 53.7 499 51.3 58.1 59.2
ATZENtiNG .....ooveveieeieieeeee e 0.0 0.1 0.3 0.3 0.0
Brazil ........... 0.1 0.1 0.1 0.1 0.1
Colombia ..... 0.1 0.2 0.3 0.5 0.5
Costa Rica....... 0.3 0.3 0.3 0.3 0.3
El Salvador 0.1 0.1 0.1 0.1 0.0
Guatemala....... 04 0.6 1.5 0.7 0.3
Haiti oo, 17.2 18.0 17.5 15.5 14.8
Honduras 0.8 0.8 1.3 0.5 0.2
Jamaica 0.8 0.6 0.5 0.5 0.5
Venezuela ........cooveeeeeeveeceeeeeeieeene. 0.4 1.1 0.5 0.8 1.2
(071115 SRR 3.6 34 4.4 3.1 2.8
Total Latin America and
Caribbean..........cccccceevveeveenneennn. 239 25.1 26.7 22.4 20.8
Belgium .....cccvevvvvieiecieeceeeeeee 2.5 1.4 1.1 1.2 0.8
France 0.2 04 0.4 0.2 0.3
Germany 1.0 0.9 1.1 1.4 1.3
(-1 0.6 0.7 0.4 0.6 0.4
The Netherlands 2.6 2.4 0.6 0.5 0.5
Spain .......ccceeeeenene 1.5 1.4 1.3 1.3 1.0
Other.......cccoeevvennen. 3.5 3.0 2.9 33 5.5
Total Europe 12.0 10.2 7.7 8.5 9.9
Japan .......cocveevininiene 0.2 0.4 0.3 0.3 0.2
3.6 6.3 6.5 4.5 4.1
3.9 6.7 6.9 4.8 4.3
ASTICA..cviieiieciieeee e 0.2 1.2 0.9 0.4 0.1
Unidentified.......cccoovevverievieneeienieeneenne. 6.4 6.9 6.5 5.9 5.8
Total eXports.......cceceevereereerereenaens 100.0 100.0 100.0 100.0 100.0

(1) 2010-2012 revised data; 2013-2014 preliminary data. 2010-2014 data conforms to IMF’s 6™ Edition of the Balance of Payments Manual.
Source: Central Bank

In 2014, imports into the Republic consisted of:

e  consumer goods valued at US$7,405.8 million, representing 42.8% of total imports;

e intermediate goods valued at US$4,656.8 million, representing 26.9% of total imports;

e capital goods valued at US$1,775.7 million, representing 10.3% of total imports; and

e imports into the free trade zones valued at US$3,450.0 million, representing 20.0% of total imports.
In 2014, imports increased by 2.9%, generally reflecting an improvement in the rate of growth of the

economy when compared to the growth observed in 2013. Lower prices for fuel and petroleum derivatives decreased
the aggregate amount paid for fuel by US$485.7 million, or 11.2%, compared to 2013.
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The following table sets forth further information regarding imports for the periods indicated.

Imports

(in millions of US$ and as a % of total imports)

As of December 31,
20107 20117 20120 20137 20147
US$ % US$ % USS$S % USS$S % USS$S Y%
Consumer goods:
Durable goods........ccceveenneee. 876.5 5.8 811.2 4.7 837.6 4.7 809.0 4.8 977.1 5.7
Refined petroleum
Products .......oeeeeeerereeeenenes 2,664.1 17.5 3,637.9 21.0 3,787.3 214 3,317.0 19.7 2,298.0 16.9
Other........ ... 2,980.0 19.6 3,192.5 18.5 3,171.4 179 3215.6 19.1 3,500.7 20.2
Total consumer goods......... 6,520.6 429 7,641.6 44.2 7,796.3 44.1 17,341.6 43.7 7,405.8 42.8
Intermediate goods:
Crude oil and reconstituted
777.7 5.1 1,036.5 6.0 1,023.1 5.8 1,035.1 6.2 938.4 54
3,212.2 21.1 3,750.6 21.7 3,668.5 20.8 3,537.5 21.1 3,718.4 21.5
3,989.9 26.2 4,787.1 27.7 4,691.6 26.5 4,572.6 27.2 4,656.8 26.9
Capital 200dS......c.oeveereereennene 2,090.4 13.7 1,934.3 11.2 2,286.7 129 11,7759 10.6 1,775.7 10.3
Imports into the free trade
ZOMICS oo 2,609.0 17.2 2,938.7 17.0 2,898.7 16.4 3,111.1 18.5 3,450.0 20.0
Total impoOrts ........ee...... 15,209.9 100.0  17,301.6 100.0  17,673.3 100.0 16,801.2 100.0  17,288.3 100.0

(1) 2010-2012 revised data; 2013-2014 preliminary data. 2010-2014 data conforms to IMF’s 6™ Edition of the Balance of Payments Manual.

Source: Central Bank
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Geographic Distribution of Imports®"

(% of total imports)

As of December 31,
2010% 2011? 2012% 2013? 2014%
United States™..........c.ccooevvviirenin, 39.5 40.3 39.0 38.9 415
Canada 1.2 1.0 0.9 0.9 1.5
Mexico 5.8 6.4 5.8 5.8 6.1
Total North America........c.............. 46.6 47.6 45.7 45.6 49.1
Argentina.... 1.0 1.3 1.5 1.5 0.7
Brazil ......... 2.3 2.2 2.8 2.6 2.0
Chile ..ovvieveeeeeeeeeeeeeeeeeeee e 0.4 0.4 0.3 0.3 0.3
Colombia ......c.eeevveeeeeieeeieecieeeee e 3.7 42 2.5 2.1 1.9
0.9 0.7 0.6 0.7 0.9
0.7 0.4 0.3 0.4 0.5
Trinidad and Tobago..........ccceecverennees 1.9 33 3.6 4.2 3.5
Venezuela 6.2 7.0 7.0 6.3 5.2
Other....ooevieeieceeceeee e 7.6 7.4 8.4 8.9 6.1
Total Latin America and the
Caribbean.........cc.ccceeeveeveennnn. 24.8 26.9 27.2 27.1 21.3
1.7 2.2 3.0 2.2 2.5
0.5 0.4 0.4 0.5 0.5
1.7 1.6 1.6 1.8 1.6
1.3 1.1 1.5 1.2 1.3
0.8 0.9 0.8 0.8 0.8
Belgium .....cccoeeeriieieieeieieseeieie s 0.4 0.4 0.4 0.3 0.4
Norway ... 0.3 0.2 0.2 0.2 0.3
2.9 2.7 33 32 3.6
9.6 9.7 11.1 10.1 11.0
2.0 1.4 1.8 1.7 1.9
10.6 9.8 10.1 11.2 12.0
0.2 0.1 0.9 1.4 1.3
33 2.8 2.4 2.2 2.7
16.1 14.2 15.2 16.5 18.0
ASTICA. .o 0.2 0.1 0.2 0.2 0.1
OthErS ..o 2.8 1.5 0.7 0.5 0.5
Total imports........cccceveneeneee 100.0 100.0 100.0 100.0 100.0

(1) Based on the country of origin specified by the importer upon entry of goods into the Republic. The origin specified usually refers to the last
port the merchandise came from prior to arrival in the Republic.

(2) 2010-2012 revised data; 2013-2014 preliminary data. 2010-2014 data conforms to IMF’s 6" Edition of the Balance of Payments Manual.

(3) Includes Puerto Rico.

Source: Central Bank

For members of the DR-CAFTA, approximately 80% of imported consumer and industrial goods from
DR-CAFTA members will be entitled to duty-free treatment, and the remaining tariffs on such goods will be phased
out over a ten-year period. Over 50% of agricultural imports are duty-free for members of the DR-CAFTA and the
remaining tariffs on such goods will be eliminated within 20 years from the date the treaty was ratified.

Before 2006, the Republic imposed a 13% foreign exchange commission on imported goods, which was
calculated based on the CIF value of an imported good at the selling rate of foreign exchange. This commission was
eliminated on June 30, 2006, in order for the Republic to fully implement the DR-CAFTA. In addition, the Republic
had imposed a transitory tariff of 13% on certain imported products that expired on July 1, 2006. The transitory tariff
was intended to help compensate for the projected tax revenue losses in the second half of 2006 resulting from the
elimination of the foreign exchange commission.
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Services Trade

The Republic’s services trade consists primarily of tourism. Tourism is a principal source of foreign currency
in the Dominican economy, and has contributed to annual surpluses in the Republic’s services trade. Various sectors
of the economy benefit from tourism, including agriculture, wholesale and retail trade, restaurants, bars and hotels,
construction, real estate and transportation. Income from tourism increased from US$4.1 billion in 2010 (7.7% of
GDP) to US$5.6 billion (8.8% of GDP) in 2014. This growth resulted primarily from greater investment in the tourism
sector, which led to a 26.8% increase in foreign non-resident arrivals in 2014 as compared to 2010.

In 2010, income from tourism reached US$4.2 billion, an increase of US$114.6 million, or 2.8%, compared
to 2009, due principally to a 3.1% increase in arrivals of non-resident visitors in 2010. In 2011, income from tourism
was US$4.4 billion, an increase of US$227.6 million, or 5.5%, compared with 2010. Arrivals of non-resident visitors
increased by 181,887 visitors, representing a 5.2% increase over 2010. In 2012, income from tourism was US$4.7
billion, an increase of US$295.6 million, or 6.7%, compared with 2011. Arrivals of non-resident visitors increased by
220,696 visitors, representing a 6.0% increase over 2011.

In 2013, income from tourism was US$5.1 billion, an increase of US$376.9 million, or 8.0%, compared with
2012. Arrivals of non-resident visitors increased by 141,061 visitors, representing a 3.6% increase over 2012. In 2014,
income from tourism was US$5.6 billion, an increase of US$573.6 million, or 11.3%, compared with 2013. Arrivals of
non-resident visitors increased by 399,889 visitors, representing a 9.8% increase over 2013.

As of December 31, 2014, according to the Caribbean Tourism Organization, the Republic ranks first among
Caribbean tourist destinations in terms of arrivals. The Republic attracts visitors primarily from Europe, the United
States, Canada and to a lesser extent, from Central and South America, as well as Dominicans visiting from abroad.
New markets such as Brazil, Eastern Europe and Russia have also been increasing their share in the number of total
arrivals. The following table sets forth certain additional information on tourism in the Republic for the periods
indicated.

Tourism Statistics

As of December 31,

2010 20117 2012 2013 2014

Arrivals by airplane (number of passengers):

Total ArrivalS .....c.ceevveeueueireecceree e 4,586,264 4,776,473 5,047,021 5,163,682 5,648,743

Foreign non-resident arrivals............cocceveneeneenennne 3,521,110 3,702,997 3,923,693 4,064,754 4,464,643
Average length of stay (number of nights):

Non-resident fOreigners ..........coeovveevereernreeerennennes 9.1 8.7 8.5 8.5 8.4

Non-resident Dominicans.........c.ccceeeeeenecreerenenes 17.4 17.7 16.7 17.3 15.5
Hotel activity:

Number of rooms....... 67,095 66,069 66,044 68,542 68,840

Occupancy rate (in % 66.6% 69.3% 70.3% 71.7% 74.8%

Aggregate value of hotels, bars and restaurants (in

Millions 0f USS) ...veiiieiiiiiereeeee e 105.0 107.9 110.2 114.5 123.1
Income from tourism (in millions of US$) ........ccccvneee 4,163.4 4,391.0 4,686.6 5,063.5 5,637.1
Expenses from tourism (in millions of US$)................... (395.2) (395.8) (399.2) (377.9) (414.2)

Balance (income less eXpenses).......ovvvevrueerereevenenenene 3,768.2 3,995.2 4,287.4 4,685.6 52229

(1) 2010-2012 revised data; 2013-2014 preliminary data. 2010-2014 data conforms to IMF’s 6™ Edition of the Balance of Payments Manual.
Source: Central Bank

Remittances

Remittances consist of funds sent to people and institutions in the Republic by Dominicans residing and
working abroad. Remittances have grown in recent years, particularly from Dominicans living in the United States.
According to the 2010 U.S. Census, over 1,400,000 people of Dominican origin live in the United States. Remittances
are one of the most important sources of foreign exchange in the Republic’s private currency exchange market and
provide the foreign currency required to pay for imports that are not paid through the official currency exchange
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market (i.e., all imports with the exception of crude oil). In addition, remittances have been one of the most stable
variables in the Republic’s balance of payments.

Total remittances have averaged between 6.8% and 7.1% of GDP for the last five years. In 2010, the
Republic received US$3.7 billion in remittances. Since 2010, remittance data is collected from a better source, such as
the banking transactions reported by the banks, which augmented the coverage. For 2011, remittance inflows grew by
8.8% compared to 2010, reaching US$4.0 billion. In 2012, remittances showed an increase of 0.9% compared to 2011
primarily as a result of the continued effects of the European crisis and its effects on Dominican residents in Europe.
In 2013, remittance inflows grew by 5.4% compared to 2012 mainly due to improved economic conditions in the U.S.
economy. This behavior of the remittances is consistent with the U.S. and Spanish labor markets, the two countries
where most Dominican migrants reside, whose unemployment rates as of December 2013 were 7.4% and 26.1%,
respectively. In 2014, remittance inflows grew by 7.2% compared to 2013 mainly due to the continuous improvement
of economic conditions in the U.S. economy.

The following chart shows the evolution of workers’ remittances for the period 2010-2014.

Workers’ Remittances
(in millions of US$ and as a % of GDP)

As of December 31,
2010 20117 20120 2013® 2014
Total remittances ..........ccoveeeerveeeeveeeeereeeeereeeeennen. 3,682.9 4,008.3 4,045.4 4,262.3 4,571.2
Q0 OF GDP .o 6.8 6.9 6.7 7.0 7.1

(1) 2010-2012 revised data; 2013-2014 preliminary data. 2010-2014 data conforms to IMF’s 6™ Edition of the Balance of Payments Manual.
Source: Central Bank

Foreign Investment
Foreign Direct Investment

Foreign direct investment in the Republic grew considerably after enactment of the foreign investment law in
1995, which dismantled barriers to foreign direct investment that had existed previously. For a discussion of this law,
see “The Economy—History and Background.”

In 2010, foreign direct investment decreased by US$141.7 million as compared to 2009; primarily due to
declines in investment in the mining and real estate sectors, and increased in 2011 by US$253 million, mainly because
of significant investments in the mining and electricity sectors. The increase in foreign direct investment inflows
during 2012 was largely directed towards the mining, commerce and manufacturing sectors, including the purchase by
the Ambev Group of the Dominican Republic-based brewery, Cerveceria Nacional Dominicana, for over US$1.2
billion. In 2013, foreign direct investment decreased by US$1.2 billion, mainly explained by the reduction in new
inflows in the commercial and mining sectors. In the case of mining sector, Pueblo Viejo Dominicana Corporation had
started production and was not receiving additional investment. Regarding the commercial sector, the high value of
the sale of Cerveceria Nacional Dominicana the previous year was not surpassed by new incoming flows, resulting in
a decrease in foreign direct investment. In 2014, foreign direct investment inflows increased by US$218.0 million, and
were largely directed towards the commercial, communications and financial sectors.
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The following table sets forth information on foreign direct investment by sector for the years indicated.

Foreign Direct Investment by Sector

(in millions of US$ and as a % of total foreign direct investment)

As of December 31,
2010 20117 20127 2013 20147

US$ % USS % USS % US$ % US$ %
Electricity .............. 108.1 53 258.8 11.4 304.5 9.7 449.6 22.6 352.1 15.9
Communications.... 500.2 24.7 53.6 2.4 (21.2) 0.7) 187.8 9.4 256.7 11.6
Wholesale and 566.1 28.0 355.2 15.6 1,257.3 40.0 403.7 20.3 606.9 27.5

retail trade. ..........

Tourism ................. 180.0 8.9 107.8 4.7 162.0 5.2 256.5 12.9 300.7 13.6
Financial services .. 93.5 4.6 134.3 5.9 159.4 5.1 152.0 7.6 207.2 9.4
Free trade zones..... 71.8 3.5 147.8 6.5 163.0 5.2 149.7 7.5 190.9 8.6
Mining .......ccceveveene 239.9 11.9 1,059.7 46.5 1,169.4 37.2 92.6 4.7 (38.5) (1.7)
Real estate.............. 264.1 13.1 159.5 7.0 203.0 6.5 273.6 13.7 305.6 13.8
Transport ............... - - - - (255.0) 8.1) 25.0 1.3 26.9 1.2
Other......cccoeevuenns - - - - - - - - - -
Total e, 2,023.7 100.0 2,276.7 100.0 3,142.4 100.0  1,990.5 100.0 2,208.5 100.0

(1) 2010-2012 revised data; 2013-2014 preliminary data. 2010-2014 data conforms to IMF’s 6" Edition of the Balance of Payments Manual.

Source: Central Bank

The following table sets forth information on foreign direct investment by country of origin (and as a

percentage of total foreign direct investment) for the years indicated.

Foreign Direct Investment by Country of Origin
(in millions of US$ and as a % of total foreign direct investment)

As of December 31,

2010 20117 20120 20130 20140
US$ % US$ % USS$ % USS$ % USS$ %

MEXICO .. 432.7 21.4 73.3 3.2 (31.5) (1.0) 5.9 0.3 244.0 11.0
Canada........ 695.9 344 1,1255 49.4 851.2 27.1 143.2 7.2 157.5 7.1
United States .. 1,054.5 52.1 498.9 21.9 251.6 8.0 373.5 18.8 321.0 14.5
Spain........... 202.7 10.0 136.6 6.0 128.2 4.1 32.8 1.6 6.6 0.3
Venezuela....... 208.4 10.3 70.3 3.1 55.0 1.8 47.1 2.4 44.1 2.0
The Netherlands 50.0 2.5 28.3 1.2 9.9 0.3 83.2 42 70.2 32
Panama.............. 415 2.1 42.4 1.9 19.5 0.6 4.6 0.2 (19.7) 0.9)
Cayman Islands . 45 0.2 65.6 2.9 83.9 2.7 9.3 0.5 9.6) 0.4)
Virgin Islands .... 30.8 1.5 87.0 3.8 33.6 1.1 76.1 3.8 35.0 1.6
France.............. 353 1.7 249 1.1 (1.2) - 48.1 2.4 39.5 1.8
Denmark .. 8.7 0.4 (1.5) 0.1) 3.6 0.1 0.5 - - -
Italy.......... 7.8 0.4 16.3 0.7 1.4 - 0.3) - 10.0 0.5
Germany .. . 6.8 0.3 4.0 0.2 6.2 0.2 4.9 0.2 2.9 0.1
Switzerland..........ccccceeee.e. 0.2) - 6.6 0.3 0.5 - 1.5 0.1 0.9 0.0
United Kingdom............... 0.8) - 26.4 1.2 26.6 0.8 25.3 1.3 2.6 0.1
Brazil ....oooeeoeeeeeeeeeeeenn. 15.9 0.8 6.1 03 1,031.0 32.8 31.1 1.6 30.7 14
OthET oo (770.8) (38.1) 66.0 2.9 672.9 214 1,103.7 554 12728 57.6

Total cooeeeeeeeereeen. 2,023.7 100.0  2,276.7 100.0  3,1424 100.0  1,990.5 100.0 2,208.5 100.0

- revised data; - relimina ata. - ata conforms to S ition of the Balance of Payments Manua!
1) 2010-2012 ised d: 2013-2014 preliminary d: 2010-2014 d fc IMF’s 6" Editi f the Bal f Pay M 1

Source: Central Bank

Foreign direct investment in the Republic historically has originated mainly from the United States, Spain
and Canada, although in 2010, Mexico accounted for 21.4% of total foreign direct investment in the Republic,
reflecting significant investments in the communications and other sectors. In 2011, while the four main investor
markets remained unchanged, Canada represented a significant 49.4% of total foreign direct investment principally as
aresult of investments in the mining industry, particularly Barrick Gold Corporation’s investment in the Pueblo Viejo
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gold mine. In 2012, foreign direct investment mainly originated from Canada, Brazil and the United States. In the case
of Brazil, investments in the commercial sector were observed, mainly with the purchase by the Ambev Group of the
Dominican Republic-based brewery, Cerveceria Nacional Dominicana. In 2013, foreign direct investment was
mainly originated from the United States and was concentrated primarily in investments in the commercial and
electricity sector. In 2014, 32.7% of the foreign direct investment inflows came from the United States, Mexico and
Canada.

Foreign Portfolio Investment

With respect to portfolio investment, the Republic has not been a significant recipient of short-term
speculative capital, mainly as a result of its relatively new stock market. To discourage speculative capital from
entering the country, the Central Bank has established a minimum reserve requirement with respect to foreign capital
deposited in Dominican banks.

During 2014, the Republic observed an inflow of US$1,430.5 million of portfolio investment, which
represented a decrease of US$334.7 million compared to the US$1,765.2 million registered in 2013. This inflow was
mainly originated by capital inflows from the placement of the US$1,500.0 million sovereign bonds in the
international market.
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THE MONETARY SYSTEM
The Monetary and Financial Administration

The Ley Monetaria y Financiera (Monetary and Financial Law) was enacted in November 2002 and sets
forth the rules and policies governing the Republic’s monetary and financial systems. The primary goal of the
Monetary and Financial Law is to maintain a stable currency and a sound financial system. The Monetary and
Financial Law also created the Monetary and Financial Administration, which regulates the monetary and financial
system. The Monetary and Financial Administration is composed of the Junta Monetaria (Monetary Board), the
Central Bank and the Superintendencia de Bancos (Banking Superintendency).

As aresult of the banking crisis in 2003 and to facilitate future economic growth and stability, the Fernandez
administration developed a number of policy changes and institutional reforms to strengthen the monetary system and
the regulatory framework of the financial sector.

The Monetary Board

The role of the Monetary Board is to establish the monetary, exchange rate and financial policies that are
implemented by the Central Bank. The Monetary Board oversees the Central Bank and the Banking Superintendency
and consists of nine members, specifically:

e three ex-officio members (the Governor of the Central Bank, the Minister of Finance and the Banking
Superintendent); and

e six members selected by the President on the basis of their experience and knowledge of the monetary
and banking system.

Central Bank

The Central Bank was established in 1947 pursuant to the Ley Organica del Banco Central (Organic Law of
the Central Bank), as restated in 1962 and subsequently amended. The Central Bank is the only entity that can print
and issue Dominican currency and is responsible for implementing monetary policy, managing the country’s
international reserves and supervising foreign exchange. The Fernandez administration made reform of the Central
Bank a key policy issue, specifically targeting new measures to ensure the Central Bank’s independence and
accountability.

Under the Monetary and Financial Law, Central Bank loans to the Government or any other public institution
are prohibited, except in the case of national emergencies.

Reform of the Monetary System and Banking Sector

Following the collapse of Baninter (see “The Economy—History and Background”) and its subsequent
takeover by the Banking Superintendency in 2003, the financial system experienced severe instability provoked by a
run on banks by depositors. In the aftermath of the collapse of Baninter and the near insolvency of other financial
institutions, the Government moved to rescue depositors, which in turn strained public finances and monetary policy.
The broad impact of the financial crisis underscored the necessity of imposing discipline on monetary policy and
strengthening the regulatory framework of the financial sector as part of a comprehensive economic reform program.
Reform of the monetary and financial systems was a key policy objective of the Fernandez administration.

The following sections provide information about the various inter-related facets of the Dominican monetary
and financial system, including detailed information regarding the changes and institutional reforms.

The Banking Superintendency currently complies with the recommendations of the IMF and the World Bank
under the Financial Sector Assessment Program, or FSAP. After introducing those recommendations in its strategic
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plan for the period 2009-2011, the Banking Superintendency augmented the level of compliance with FSAP
guidelines.

Additionally, during the first quarter of 2013, the Banking Superintendency conducted a self-assessment of
compliance with Basel’s 29 core principles for effective banking supervision and the results showed significant
progress in the adoption of technical standards and supervision of financial system, consistent with international best
practices and represent a significant improvement when compared to FSAP’s evaluation carried out in 2009. The main
objective of this self-assessment was to identify areas of improvement and strengthen the regulatory framework of the
financial system, as well as enhance the quality of supervisory practices within the risk based supervision model (the
“Risk Based Supervision Model”), following the recommendations of the Basel Committee in 2012. The
self-assessment results showed two (2) principles as compliant, 21 as largely compliant, five (5) as materially
non-compliant, and one (1) principle as non-compliant.

The Banking Superintendency initiated a process of strengthening the regulatory framework of the financial
system, which includes the revision and updating of existing regulations consistent with the Risk Based Supervision
Model and international best practices. In October 2014 and during the first quarter of 2015, the Banking
Superintendency submitted to the Monetary Board proposal amendments to four (4) regulations, aimed at improving
the conditions of financing for productive sectors, establishing principles and guidelines to support the governance
framework of entities, and strengthening mechanisms for the protection of rights of users of financial products and
services.

Monetary Policy

The Central Bank’s monetary policy is intended to control inflation and foster a stable macroeconomic
environment. Although the Central Bank does not have direct control over the pace of economic growth or over other
economic factors (such as the value of the currency or price levels) it uses various policy tools to accomplish its goals.
The Central Bank’s policies with respect to the exchange rate are also an important part of the implementation of
monetary policy. See “—Foreign Exchange and International Reserves.”

From 2010 to 2014, the Central Bank’s policy was focused on price stability, while facing several challenges,
including the following:

e fostering economic growth;

e maintaining currency values that permitted the Republic’s exports and services to be priced
competitively against those of Mexico and other countries in Central America and the Caribbean;

e setting banking reserves at levels that safeguarded the health and strength of the financial system while
ensuring enough liquidity to foster economic growth;

e increasing net international reserves to support the Peso and expanding the money supply; and
e maintaining the interest rate corridor at levels that can increase credit and foster economic growth.

In the first nine months of 2010, the Central Bank continued its policies introduced in 2009 in response to the
ongoing uncertainty surrounding economic recovery and the global economic crisis. Consequently, the Central Bank
did not change the policy rate and the reserve requirements ratio, which remained at 4.0% and 17.0%, respectively.
During this period, market lending rates continued to decline while credit to the private sector surged to an annual rate
approaching 18% at the end of September. However, in the fourth quarter of 2010, the Central Bank began to reverse
monetary stimulus measures it had enacted, increasing the policy rate by 1.0% in an effort to reduce the estimated
inflationary pressures in 2011 and to keep it within the target range.

In 2011, monetary policy focused on neutralizing both internal and external inflationary pressures and
creating conditions to aid the performance of the Dominican economy. The Central Bank continued with the process
of withdrawing monetary stimulus by adjusting the monetary policy rate during the January-May period, from 5.00%
in January to 6.75% in June, where it remained until December, seeking to moderate upturns in the rate of inflation
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towards the end of the year. Nonetheless, the increase in the international prices of certain basic goods (mainly food
and oil), and adjustments to regulated goods and services, caused the inflation rate to end 2011 above the target range
0f 5.0% to 6.0%. On an annualized basis, inflation peaked at 10.2% in August and slowed to end the year at 7.8%.
During 2011, the Central Bank managed liquidity through higher placements of securities that increased 7.9%
compared to December 2010, and increased the outstanding principal balance of certificates to US$6,119.8 million at
the end of 2011. Overnight deposits increased 14.2% during the period, reaching a total of US$480.5 million in
December 2011. These monetary policy measures made it possible to achieve the consolidated net international
reserves and net domestic assets targets set forth in the Stand-By Arrangement with the IMF for 2011.

In 2012, the Central Bank adopted inflation targeting as its monetary policy framework. Under this
framework, monetary policy decisions are designed to minimize deviations from the inflation target established by
monetary authorities. The main instrument used by the Central Bank to implement its monetary policy goals is the
monetary policy rate, which directly affects the interbank rate and, in turn, has an indirect effect on market interest
rates, and therefore on the demand for goods and services in the economy that stimulate employment. The subsequent
stronger demand for goods and services tends to result in increased wages and higher costs, and monetary authorities
closely monitor the monetary policy rate to control inflation. The Central Bank uses the monetary policy rate to
influence consumption and investment decisions made by economic agents. Under inflation targeting, monetary
aggregates are indicative variables, as opposed to being control variables as was the case under the previous policy of
monetary targeting.

Given the internal and external economic outlook, and as a result of low inflationary pressure and moderate
economic growth, beginning in June 2012, the Central Bank gradually reduced the monetary policy rate, signaling an
easing of monetary policy. In the period between June and December 2012, the monetary policy rate decreased by
1.75%, reaching a level of 5.0%.

Interest rates in the Dominican financial system began to fall in response to the reductions in the monetary
policy rate during the second half of 2012. As a result, private sector lending (in local and foreign currency) increased;
reaching DOP511,648.6 million for the year ended December 31, 2012, as compared to DOP484,277.2 million for the
year ended December 31, 2011, representing a year-over-year increase of 5.7%.

During the first quarter of 2013, the Central Bank introduced changes in the operation of existing monetary
policy by modifying the interest rate standing facilities. Under this framework, the monetary policy rate will serve as a
reference rate for one business day’s operations of expansion and contraction; the new interest rate corridor is defined
as the monetary policy rate plus or minus 2.0%. This liquidity management scheme utilizes a daily auction mechanism
to manage short-term liquidity of the financial system. The mechanism encourages the strengthening of the interbank
market, and permits the Central Bank to reflect more appropriately the monetary conditions of the economy. At the
same time, the new mechanism reinforces the monetary policy implementation and improves efficiency.

Despite changes in the operation of monetary policy, the monetary policy stance remained unchanged and the
reference rate was kept at 5.00% per annum during the first four months of 2013. In May 2013, the monetary policy
rate was reduced by 0.75%, from 5.00% to 4.25%, and the reserve requirement ratio for financial intermediaries was
lowered by 3.3 percentage points, from 15.60% to 12.30%, implying an expansionary change in monetary policy as a
result of weaker-than-expected economic growth and low inflation forecast. Economic growth for the first quarter of
2013 was lower than expected, as real GDP grew by 0.8%, reflecting a slowdown in economic activity, while inflation
remained within the target rate of 5.0%, plus or minus 1.0%, for 2013. The monetary policy changes sought to boost
domestic demand in order to expand economic activity towards its potential level.

As a result of the above-mentioned monetary policy measures, private lending in local currency expanded by
14.2% during 2013 as compared to 2012, mainly supported by higher demand for credit from the principal productive
sectors that resulted from the liberalization of the Central Bank’s reserve requirement. Thus, loans to the private sector
in local currency recorded a balance of DOP481,695 million as of December 31, 2013, representing an increase of
DOP59,835.3 million or 14.18% as compared to December 31, 2012. Nevertheless, international financial conditions
tightened during the second half of 2013 as capital flows expected to be invested in emerging markets started to return
to developed economies, mainly driven by the possible reduction of the quantitative easing program implemented by
the U.S. Federal Reserve. The combination of a more complex international environment and a lower interest rate
differential resulted in increased volatility of the DOP/US$ exchange rate during July and August of 2013. As a result
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and taking into consideration the adverse impact on prices for goods and services of the exchange rate as well as the
possible effects on the inflation targets, Dominican monetary authorities increased the monetary policy rate by 200
basis points in August 2013, from 4.25% to 6.25%. In addition, the interest rate corridor was reduced by 50 basis
points, so that the liquidity mechanism is now defined as the monetary policy rate plus or minus 150 basis points. The
change in the monetary policy rate helped moderate the exchange rate volatility as of September 30, 2013, decreasing
the inflationary risks. As a result, the Central Bank maintained the monetary policy rate unchanged during the period
from September to December 2013.

In terms of price stability, throughout the 2013 inflation remained stable, recording an annual average rate of
4.83%, within the target range established by Central Bank of 5.0% plus or minus 1.0% for 2013.

During 2014, the Central Bank mantained a neutral monetary policy stance, leaving its monetary policy rate
unchanged at 6.25%. Its main assessment revealed that inflation rate would converge in the monetary policy horizon.
Throughout 2014, the inflation rate did not show a clear trend. During the first half of 2014, the annual rate of inflation
maintained a trend within the target range of 4.5%, plus or minus 1%, established for 2014. However, mainly due to
declining oil prices, as well as a slower depreciation rate, the inflation rate increased at a slower rate during the second
half of 2014. As of December 31, 2014, the annual inflation rate was 1.58%, while core inflation remained at 2.97%.
Meanwhile, for 2014, private lending activity in local currency increased to DOP554,676.8 million increasing
DOP72,981.8 million and representing an increase of 15.2% as compared to 2013, consistent with the real GDP
growth.

Supervision of the Financial System

The Banking Superintendency was created in 1947 and forms part of the Monetary and Financial
Administration. The Banking Superintendency supervises financial institutions in order to verify their compliance
with regulations promulgated under the Monetary and Financial Law.

Rules Governing the Financial System

In 1992, the Banking Superintendency initiated a program with assistance from the IDB to reform its
regulatory framework for banking supervision. As part of this program, the Banking Superintendency implemented
measures that included the following:

e acapital adequacy ratio that requires capital and reserves as a percentage of risk-weighted assets to equal
10%,;

e programs for regulatory on-site audits and periodic reporting requirements that are published in national
newspapers, which are intended to ensure that banks comply with regulatory standards;

e uniform accounting rules for the financial system;
e cvaluation of market risk based on:

o liquidity risk, which derives from the incapacity of a financial institution to cover the requested
resources generated by its liabilities and other obligations, in both local and foreign currency;

o interest rate risk, which refers to the potential losses of net income or in the capital base due to the
incapacity of the institution to adjust the return on its productive assets (loan portfolio and financial

investment) with the fluctuation in the cost of its resources, produced by fluctuations in interest
rates; and

o exchange rate risk, which refers to potential losses that could occur due to short positions or term
unbalance of assets and liabilities denominated in foreign currency, in the event of exchange rate
movements;

e solvency indicators similar to those proposed under the Basel Accord; and

e amore rigorous method for classifying financial assets in terms of risk.
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This method of risk-based classification reduced the number of risk categories and increased the amounts
financial institutions are required to reserve in order to mitigate potential losses arising from certain loans (“loan-loss
reserves”). With respect to loan-loss reserves, current regulations impose reserve requirements based on risk
categories of financial assets. The Banking Superintendency revises its regulations in accordance with international
standards and with the goal of increasing the average quality of the financial system’s loan portfolio. The current legal
reserve requirement mandates that all commercial banks deposit 14.3% of their aggregate deposits with the Central

Bank.

The following tables set forth information regarding loans of the Republic’s financial system by risk category
and past-due loans by type of institution as of December 31, 2014:

The Dominican Financial System — Past-Due Loans
(as a % of total loans)

As of December 31, 2014
Loans Loans Total
31-90 days >90 days past-due
past due” past due” loans®
Commercial banks® ...........o..coorrverrrinnrriieneeeeesseeeseeeennae 0.1% 1.3% 1.3%
Savings and loans assoCiations ..........c.ccceeeeerereereneerieneeeenne. 0.1% 1.8% 1.9%
Saving and credit banks............. 0.3% 2.6% 2.9%
Credit corporations .......... 0.6% 5.0% 5.6%
Government-owned financial institution®...............ccoovevineeane 0.3% 10.9% 11.2%
0.1% 1.4% 1.5%

Total past-due [0ans...........coecevirenenieniernininenceceeseeenne

(1) Includes outstanding principal and interest.
(2) Includes Banco de Reservas.
(3) Includes Banco Nacional de las Exportaciones (BANDEX).

Source: Central Bank
The Dominican Financial System — Loan-Loss Reserve by Type of Financial Institutions

As of December 31, 2014
Loan-Loss reserve by type of financial institution

As a % of As a % of
past-due loans® total past-due loans®

Commercial DANKS® ..ot 228.7% 3.2%
Savings and 10ans aSSOCIAtIONS ........cc.evveeveriereerieeieieseeieseeeeseeeresseeaesseens 132.3% 2.5%
Saving and credit banks 136.3% 4.1%
Credit COTPOTALIONS ....vveurrerireieiereiieterereeteeerest et ereesreeesreseseeseseenesesnenenees 88.4% 52%
Government-owned financial institution™..............o.cooveviovovieeeeeeeee, 236.6% 36.0%

210.2% 3.2%

Total 10AN-10SS TESETVES. .....cveeeveeeeeeeereeeeeeeereeeee et e et e eeee e eeeereeeeeeeree e

(1) Includes only outstanding principal.
(2) Includes Banco de Reservas.
(3) Includes Banco Nacional de las Exportaciones (BANDEX).

Source: Central Bank

The Monetary and Financial Law establishes minimum capital requirements for financial institutions. These
amounts where indexed in June 2014 in accordance with the variation of the consumer price index, as follows:

e DOP275.0 million (US$6.6 million) for banks that offer multiple financial services;
e DOP55.0 million (US$1.3 million) for savings and credit banks;
e DOPI17 million (US$0.4 million) for savings and loans; and

e DOPI15.0 million (US$0.4 million) for credit corporations.
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e In addition, the Monetary and Financial Law establishes a contingency fund to be financed with
mandatory contributions from financial institutions and managed by the Central Bank. On an annual
basis, the contributions must amount to a minimum of 0.1% of each financial institution’s total deposits.
The fund will serve as insurance for deposits and will insure up to DOP500,000 per depositor.

e  Moreover, the Monetary Board has set limits on the aggregate amount that financial institutions may
lend to a single person (or group of related persons or institutions) or business, which for unsecured
credits may not exceed 10% of the financial institution’s total capital and reserves. This percentage
increases to 20% for secured credits (e.g., where tangible goods serve as collateral).

Reforms of the Financial System

In response to the banking crisis of 2003, the Government instituted numerous reforms of the financial
system. The purposes of these reforms are to strengthen the regulation of domestic banks and to ensure the solvency of
the financial system. The reform program included the following measures:

e  Related-Party Lending. The Monetary Board approved a resolution that regulates lending by financial
institutions to related parties to prevent financial institutions from extending credit to related parties on
more favorable terms (as measured in installment periods, interest rates and adequacy of collateral) than
to non-related parties. “Related parties™ are defined as shareholders, members of the board of directors,
officers, managers, legal counsel, employees and any other entities that directly or indirectly control a
financial institution. Under the resolution:

o unsecured credit to related parties may not exceed 10% of a financial institution’s total assets;

o credit secured with a first mortgage or equivalent collateral may not exceed 20% of a financial
institution’s total assets; and

o loans to managers and employees may not exceed 10% of a financial institution’s total assets.

e Off-Shore Entities. The Monetary Board imposed requirements on banks that maintain or establish
off-shore entities or foreign branches, agencies and offices. To establish a foreign operation, a domestic
bank must obtain the authorization of the Monetary Board through the Banking Superintendency. In
determining whether to grant such authorization, the Monetary Board considers the financial and
operational sufficiency of the financial institution. In addition, domestic banks must provide financial
and operating information for their off-shore entities, on an individual and collective basis.

e Auditor Independence. The Monetary Board established rules that govern external auditors and their
independence with respect to financial institutions and exchange agents. Principal provisions include:

o an external auditor may not maintain an economic interest in any financial institution that it audits
nor provide consulting services to a financial institution that it has been engaged to audit;

o amember of the audit team may not have served as a consultant or advisor for three years prior to
auditing a financial institution;

o external auditors must be registered with the Banking Superintendency, and a financial institution
must notify the Banking Superintendency within 15 days of contracting the services of an external

auditor;

o external auditors must rotate the partners responsible for auditing a financial institution or exchange
agency every three years; and

o external auditors must conform with the International Standards on Auditing.
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Internal Controls. External auditors are required to evaluate the internal controls of financial institutions
that they audit. Aspects and operations of a financial institution subject to review include:

O corporate governance;

o liquidity risk;

o asset and credit risk assessment;

o financial and market risk controls;

o related party, inter-branch and inter-office activities;
o derivative activities;

o investment policy;

o foreign currency transactions;

o credit and debit cards;

o registration of deposit instruments; and
o asset valuation.

Capital Adequacy. The Banking Superintendency established procedures for determining the net worth
of domestic banks and re-capitalization. Banks are required to submit audited financial statements to
prove compliance with a 10% capital adequacy ratio of risk-weighted assets. Credit market and liquidity
risks, considered on a consolidated basis, are subject to this requirement. Any bank that is
undercapitalized is required to submit and adhere to a remediation plan.

Liquidity Assistance. The Banking Superintendency has implemented stricter regulation of liquidity
assistance to banks. Under this plan, if a bank requests liquidity support exceeding:

o 20% of its capital, the bank must suspend lending activities;
o 50% of its capital, the bank must submit a plan to liquidate associated loans within two weeks; or
o 100% of its capital, the bank’s shareholders must pledge their shares as collateral.

Non-Bank Financial Institutions. The Banking Superintendency implemented a plan to strengthen
savings and loan associations, government-owned financial institutions and other non-bank financial
institutions. As a result, five savings and loans institutions were acquired by other institutions and one
institution was closed.

Consolidated Financial Statements. Financial institutions that are part of an economic or financial group
and financial intermediaries that directly or indirectly control other entities that provide related services
are required to publish consolidated financial statements.

Consolidated Supervision. The Monetary Board enacted measures regarding consolidated supervision
with the purpose of assessing the risk of financial conglomerates to determine its capital needs at
aggregate levels.

Systemic Risk Prevention. The Monetary Board implemented an exceptional risk prevention program for

financial institutions through the creation of a fund with the purpose of protecting depositors and
minimizing systemic risk.
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Financial Services Consumer Protection. The Monetary Board has established a set of rules to protect
consumers’ rights in connection with services provided by financial institutions.

Banking Superintendency Risk Department. The Banking Superintendency strengthened its Risk
Department in order to provide updated information to financial institutions with respect to debtors’
credit history and to reinforce the Banking Superintendency’s supervisory authority.

Hiring and Training Initiatives. The Banking Superintendency has implemented a program to train
technical personnel and hire highly qualified professionals.

Sanctions. A set of guidelines has been implemented that establishes a legal framework to be used by the
Central Bank and the Banking Superintendency for applying and enforcing sanctions set forth in the
Monetary and Financial Law. Both the Banking Superintendency and Central Bank enforce the legal
framework on sanctions.

Operational Risks. On April 2,2009, the Monetary Board approved a resolution establishing the policies
and minimum procedures that entities engaged in financial intermediation must perform to identify,
measure, evaluate, monitor and control operational risk.

Interest and Charges for Credit Cards. On December 27, 2011, the Banking Superintendency approved
the “Instruction for Calculating Interest and Charges for Credit Cards”, in order to establish a uniform
methodology to be applied by the financial institutions in the calculation of the interest and fees that are
generated by the use of credit cards to ensure equal treatment and protection for users of the payment
instrument.

Regularization Plans. On November 24, 2011, the Banking Superintendency approved the "Instruction
for Regularization Plans", which provides the basis for the preparation and presentation of the
regularization plans required, in compliance to the provisions of Articles 60 and 61 of the Monetary and
Financial Law.

Risk Based Supervision. The Banking Superintendency adopted a model of “Risk Based Supervision”,
establishing an effective system for evaluating the safety and soundness of financial institutions and
preserving their financial health through a systematic analysis of their financial situation, the risks
assumed, and the internal controls applied by management, in addition to monitoring regulatory
compliance. The implementation process of the “Risk Based Supervision” began in 2009 with the
adoption of the base model of the Office of the Superintendent of Financial Institutions of Canada
(OSFI), and the effective application began in April 2010 through the calibration of the model in four
financial institutions. Currently, the model is applied uniformly to all financial intermediaries, taking
into consideration their relevant characteristics, nature, range, complexity and risk profile.

Information requirements: The Banking Superintendency, through Circular SB No. 002/12 dated March
16, 2012, approved and implemented the new “Information Requirements Manual Oriented to Risk
Based Supervision” establishing a true risk information system that provides higher quality, accuracy,
consistency and timeliness of information, in order to align the needs of the model of risk Based
Supervision. The Circular was amended on January 29, 2015, by the Circular SB No. 002/15, in order to
obtain additional information on the various risks that financial intermediaries are exposed to, and the
need to adapt the information requirements to latest changes in the regulations.

Business Plans. On May 31, 2012, the Monetary Board approved a resolution establishing that, for fiscal
years ending after December 31, 2012, commercial banks and financial intermediaries with assets over
DOP500.0 million must submit to the Banking Superintendency a business plan including audited
financial information and financial projections for a minimum of two years. These business plans must
be updated annually based on the audited financial statements at the end of each year. This resolution
repeals the First and Second Resolution of the Monetary Board dated April 15 and December 29, 2004,
respectively, which required commercial banks to submit twice a year audited financial statements.
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e Development of the Mortgage Market. Law No. 189-11 for the Development of Mortgage Market and
Trust Funds in the Dominican Republic enacted on July 16, 2011, creates a unified legal framework to
promote the development of the mortgage market and securities in the Dominican Republic and
incorporates the legal figure of Trust in order to complement the Dominican financial legislation.
Following the enactment of Law No. 189-11, the Monetary Board, Tax Authorities and the Executive
Branch have approved a number of regulations necessary for its appropriate enforcement, such as:

o Unified Regulation of Securities and Mortgage Instruments dated September 20, 2011.

o Regulations for Scheduled Savings Accounts aimed at the Acquisition of Affordable Housings
dated September 20, 2011.

o Regulations for Trust Funds dated October 6, 2011.

o Regulation of Collateral Agents dated November 24, 2011.

o Mortgage Insurance Regulations and Certification of Guarantees dated December 15, 2011.
o Regulation No. 02-12 regarding taxes applicable to trusts dated August 24, 2012.

o Resolution No. 664-12 dated December 7, 2012 approved the Regulation for the application of the
Securities Market Law, Trust and Securitization Law in the Dominican Republic.

In January and February 2009, a joint mission of the IMF and the World Bank visited the Republic in order to
update the Financial Sector Assessment for the Republic, which had been previously been conducted in 2001. The
2009 Financial Sector Assessment concluded that financial sector indicators show healthy capitalization,
provisioning, liquidity and profitability ratios for commercial banks and that Dominican banks were resilient at that
time to a moderate economic slowdown, but that some banks would require additional capital to meet regulatory
requirements under a more severe economic scenario. In addition, the Financial Sector Assessment noted that
substantial progress had been made on many regulatory issues.

The Monetary Board, the Tax Authorities and the Executive Branch have approved a number of regulations
to strengthen the regulatory framework of the financial sector, such as Decree No. 664-12 dated December 7, 2012,
which establishes new regulations for the application of the Ley de Mercado de Valores No. 19-00 (the “Securities
Market Law”). The new regulations have replaced the previous regulations under the Securities Market Law, which
were approved in 2004, and are designed to improve regulation of the Dominican securities market by aligning the
Dominican securities regulatory regime with international standards.

During 2013, the Monetary Board approved a number of regulations to promote access to financial services
and strengthen the regulatory framework of the financial sector and the Banking Superintendency has issued relevant
instructions implementing those regulations. On February 14, 2013, the Monetary Board approved regulations for
banking subagents, which establishes the regulatory framework applicable to commercial banks, savings and credit
banks and savings and loans associations serviced through banking subagents. The aforementioned regulation allows
banking subagents to provide certain banking operations and services, such as receiving payments on loans and credits
cards, sending or receiving transfers within the Dominican Republic and processing certain requests for products and
services, including loans and credit cards. Through the use of banking subagents, financial services can be made
available to Dominicans living in regions of the Dominican Republic that lack adequate access to financial
institutions, thus, improving financial inclusion in the country.

In addition, on February 7, 2013, the Monetary Board approved the credit card regulation (Reglamento de
Tarjetas de Crédito), which establishes the criteria, standards and rights applicable to financial intermediaries offering
credit card products, as a mechanism to guarantee an equitable treatment and protection for users of this payment
instrument. The Banking Superintendency, issued certain instructions to implement the credit card regulation,
including Circular No. 005/13 dated June 12, 2013 and Circular No. 002/14 dated February 25, 2014. These
instructions contain the minimum standards that financial institutions must comply with regarding the policies and
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procedures applicable to credit card operations. They establish a uniform methodology for computing and collecting
interest and commission charges, and other related service fees that arise from credit card operations. Additionally,
these instructions specify the information that financial institutions must make available to current and potential credit
card users, such as the documentation required to apply for credit cards, applicable interest rates, related costs, as well
the responsibilities of credit card holders. Moreover, the instructions indicate the frequency, method, and detail of the
information that financial institutions must send to the Banking Superintendency and the Central Bank regarding
credit card operations.

Furthermore, the Monetary Board issued its second resolution dated March 21, 2013, approving amendments
to Articles 26, 33 and 75 of the Asset Assessment Regulation (Reglamento de Evaluacion de Activos), approved by the
Monetary Board through its first resolution dated December 29, 2004 and subsequent amendments. This resolution
increases the amount of consolidated debt allowed in order to be considered as a “small commercial debtor” from
DOP15.0 million to DOP25.0 million. Debtors are assessed based on their payment history. With these modifications,
the Monetary Board seeks to expand and facilitate access to credit to smaller borrowers, including small and medium
enterprises, and allow other sectors of the economy access to financing on more favorable terms.

During 2014, the Monetary Board approved regulations aimed at promoting access to financial services, and
strengthening the regulatory framework and risk management standards in the financial system. In addition, the
Banking Superintendency also issued instructions for the application of regulations, and aimed at improving the
procedures, quality, response times and compliance with the regulations issued by the Monetary Board.

On February 21, 2014, the Banking Superintendency issued an instruction to implement the banking
subagent regulation (Instructivo de Subagentes Bancarios), which establishes the guidelines that financial
intermediaries must follow when providing services as banking subagents. Additionally, the instruction establishes the
information requirements regarding the operations of banking subagents.

On April 7, 2014, the Banking Superintendency issued Circular No. 003/14, or the “Circular”, regarding the
treatment applicable to the “large and small commercial debtors”, which states that those debtors who are granted new
credit facilities that equal or exceed DOP25.0 million within any entity or in the overall financial system will be
considered as “large debtors” and, therefore, will be assessed by their payment capacity. In addition, the Circular
provides that debtors who as result of amortizations or cancelations maintain debts below DOP25.0 million during six
(6) months will be considered “small commercial debtors.” If after such six (6) month period, they are granted new
credit facilities that equal or exceed DOP25.0 million, they will be considered immediately as of such date as “large
commercial debtors.”

On April 10, 2014, the Monetary Board issued its Fifth Resolution adjusting to inflation the minimum paid-in
capital requirements to incorporate new financial intermediaries, as established by the Monetary and Financial Law
No. 183-02. As aresult, the minimum paid-in capital was increased as follows: from DOP163.0 million to DOP275.0
million for commercial banks; from DOP33.0 million to DOP55.0 million for credit and loan banks; from DOP9.0
million to DOP15.0 million for credit corporations; and from DOP10.0 million to DOP17.0 million for savings and
loans associations.

On June 5, 2014, the Monetary Board issued its First Resolution approving the draft Law on mutual
guarantee companies (Sociedades de Garantia Reciprocas) and authorized its submission to the Executive Branch for
its deliberation and approval and subsequent delivery to the Congress. The fundamental purpose of mutual guarantee
companies is to provide guarantees in favor of micro, small and medium enterprises (MSME) to assist these entities in
gaining access to formal credit at lower costs and longer terms with financial intermediaries.

On August 14, 2014, the Monetary Board issued its Second Resolution, approving the Micro Lending
Regulation (Reglamento de Microcréditos). This regulation establishes the rules for granting microcredits, the
guidelines for its administration, and the methodologies applicable to financial institutions regarding risk assessment
and measurements associated with micro lending activities. The instructions for the application of this regulation were
issued on December 3, 2014, and contained the minimum guidelines to be observed by financial intermediaries with
respect to; micro lending, administration and methodology for identification, evaluation, measurement and control of
the risks associated with these operations.
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On August 14, 2014, the Monetary Board issued its Third Resolution making available for public
consultation a draft amendment to the Regulation on the Protection of Users of Financial Products and Services
(Reglamento de Proteccion al Usuario de los Productos y Servicios Financieros). The purpose of this draft
amendment is to establish the principles and criteria to improve the effective protection of the rights of users of
financial products and services, and implement appropriate mechanisms and rules regarding transparency, terms and
conditions of products and presentation of financial services, as well as procedures for the timely response to
complaints and financial information inquiries, based on the provisions of Articles 30, 52 and 53 of the Monetary and
Financial Law No. 183-02.

On September 18, 2014, the Monetary Board issued its Third Resolution making available for public
consultation the proposal to amend the Liquidity Risk Regulation (Reglamento de Riesgos de Liquidez) based on the
need to adapt it to the Risk Based Supervision approach as well as the best international practices. Additionally, on
October 30, 2014, the Monetary Board approved the publication for consultation of the proposal to amend the Rules of
Corporate Governance and the new Regulation on Guidelines for Integrated Risk Management, which defined the
minimum criteria and guidelines to be observed by entities performing financial intermediation, not only in the
institutions but also from the perspective of the consolidated financial conglomerate or group to which they belong, to
have an adequate framework for integrated risks management according to their nature, size, complexity, risk profile
and systemic importance.

On October 13, 2014, the Banking Superintendency issued a Circular specifying deadlines and information
requirements for submitting applications for approval, no objection and notifications of the financial intermediaries, in
order to facilitate the compliance with regulations issued by the Monetary Board. Additionally, it also issued a
Circular in order to improve and streamline the assessment of policies, procedures, manuals and updates submitted by
the financial intermediaries to the Banking Superintendency.

Financial Sector

As of December 31, 2014, the Dominican financial sector comprised 63 financial institutions, including:

e 17 commercial banks (including Banco de Reservas);

18 savings and credit banks;

10 savings and loan associations;

17 credit corporations; and
e one government-owned financial institution (Banco Nacional de Exportaciones (BANDEX)).

As of December 31, 2014, other participants in the financial sector include 32 insurance companies,
including the state-owned insurance company Seguros Banreservas, five pension funds, including the state-owned
pension fund AFP Reservas, and the Dominican Republic Stock Exchange.

Banco de Reservas is the state-owned commercial bank and, as of December 31, 2014, ranked first among
Dominican commercial banks in terms of total assets. The Government acquired Banco de Reservas in 1941. Banco de
Reservas is subject to the same regulations that govern other commercial banks and provides retail services similar to
those provided by private commercial banks. In addition, Banco de Reservas receives all deposits of public sector
entities and pays all checks issued by the Government. On July 2, 2013, President Medina appointed Mr. Enrique
Ramirez Paniagua as the General Administrator of Banco de Reservas replacing Mr. Vicente Bengoa.
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The following table identifies the number of financial institutions and percentage of loans and deposits

corresponding to each category as of the dates indicated.

Commercial banks®............coooveereeeeeeeeeeeeeerseesesnnns

Development banks..
Mortgage banks............
Savings and loan associations
Financieras ........................
Small lending institutions ....................
Government-owned financial institutions™”.
Savings and credit banks .....................
Credit corporations .....

Credit card issuing entities..........cocoeueueeerrruereucerereenenes

Number of Financial Institutions and Percentage of Loans and Deposits(l)
As of December 31,
2010 2011 2012 2013 2014 Loans Deposits
14 15 15 18 17 86.9% 87.2%
11 10 10 10 10 10.3% 10.7%
1 1 1 1 1 0.3% 0.6%
25 25 23 19 18 2.1% 1.2%
22 21 18 18 17 0.4% 0.3%
73 72 67 66 63 100.0% 100.0%

(1) Excludes insurance companies and reinsurance companies, private pension funds and the Dominican Republic Stock Exchange.

(2) Includes Banco de Reservas.

(3) Includes Banco Nacional de las Exportaciones (BANDEX).

Source: Banking Superintendency

The following table shows the percentage interest in total assets of the financial system held by various
categories of financial institutions as of the dates indicated.

Number of Financial Institutions in Operation

and Share of Total Assets of the Financial System”

Share of
Total
Number of Institutions Assets
As of December 31, As of
December 31,
2010 2011 2012 2013 2014 2014
Commercial banks®................... 14 15 15 18 17 86.1%
Of which:

Banco de Reservas............ 1 1 1 1 28.64%
Savings and loan associations..... 11 10 10 10 10 11.0%
Development banks............c..c..... — — — — — —
Mortgage banks..........ccccceevneneeee — — — — — —
Financieras ..................... — — —
Small lending institutions ........... — — — — — —
Government-owned financial

institutions™........ooovvenrrrennnes 1 1 1 1 1 1.0%
Savings and credit banks............. 25 25 23 19 18 1.6%
Corporate credit........ccecevvevveennnns 22 21 18 18 17 0.3%

[0 1 N 74 72 67 66 63 100.0%

(1) Excludes insurance and reinsurance companies, private pension funds and the Dominican Republic Stock Exchange.
(2) Includes banks authorized to offer multiple banking services, including the Banco de Reservas.

(3) Includes Banco Nacional de las Exportaciones (BANDEX).

Source: Banking Superintendency

Since 2000, the banking system has experienced significant consolidation, driven principally by the need to
increase the range of product offerings and benefits through economies of scale. The most significant acquisitions
have included the following (dates refer to the approval of the acquisition by the Monetary Board):

e Banco del Exterior Dominicano by Banco Intercontinental (June 2000);

e Banco Gerencial y Fiduciario by Banco BHD (November 2000);
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e  Banco Metropolitano by Banco Dominicano del Progreso (December 2000);
e Banco Osaka by Banco Intercontinental (November 2001);
e Banco Global by Banco Mercantil (June 2002); and

e Banco BHD acquired significant assets and liabilities from Republic Bank Limited (October 2006).

e  On June 26, 2014, the Monetary Board issued its Second Resolution authorizing the merger of Banco
BHD and Banco Leon. As a result, Banco BHD and Banco Le6n officially became one bank, named
Banco BHD Leoén, with total assets representing 15.9% of the total assets of the Dominican financial
system as of June 30, 2014.

After the collapse of Baninter in 2003, two other domestic commercial banks, Bancrédito and Banco
Mercantil, experienced severe liquidity problems and were later acquired by other banks. Bancrédito was acquired by
Banco Profesional and Banco Mercantil by Trinidad and Tobago-based Republic Bank Limited, which was itself later
acquired by Banco BHD in October 2006. In early 2015, Banco Peravia also collapsed after the Banking
Superintendency discovered that its executives had committed bank fraud for about US$31 million, equivalent to
75.3% of its credit portfolio. These executives are currently under investigations.

Foreign banks have no additional legal restrictions in connection with opening new branches or subsidiaries
in the Dominican Republic. Currently, Citibank and Bank of Nova Scotia are the only foreign banks with branches in
the Dominican Republic. Additionally, several foreign banks have subsidiaries in the Dominican Republic such as
Banesco Banco Multiple S.A., Banco Multiple Lafise, S.A., Banco Multiple de las Américas (Bancamérica), Banco
Multiple Bellbank, Banco Multiple Promérica and Banco de Ahorro y Crédito Empire.

The following tables set forth the total net assets of the Dominican financial system for the periods indicated:

Total Net Assets of Dominican Financial System"
(in millions of current DOP and % change from prior year)

Financial System Commercial Banks
Growth rate Growth rate
As of December 31, DOP (%) DOP (%)
777,016.7 15.0 637,652.2 16.4
890,222.7 14.6 739,081.9 15.9
970,913.5 9.1 804,723.8 8.9
1,102,638.3 13.6 942,831.5 17.2
1,219,933.5 10.6 1,050,897.1 11.5

(1) Excludes insurance companies and reinsurance companies, private pension funds and the Dominican Republic Stock Exchange.
Source: Banking Superintendency

Total Net Assets of Dominican Financial System"
(in millions of US$ and % change from prior year)

Financial System Commercial Banks
Growth rate Growth rate
As of December 31, US$ (%) US$ (%)
20,804.9 11.3 17,073.4 12.5
22,998.7 10.5 19,085.7 11.8
24,080.9 4.8 19,959.0 4.6
25,837.4 7.3 22,092.8 10.7
27,561.3 6.7 23,742.3 7.5

(1) Based on the closing exchange rate at period end. Excludes insurance companies, private pension funds and the Dominican Republic Stock
Exchange.
Source: Banking Superintendency
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In the period from 2010 to 2014, the private sector received on average 90.9% of the total loans issued by the
financial system, while the public sector received the remaining 9.1%. Major private sector borrowers included
companies engaged in wholesale and retail trade (19.9% of total loans from 2010 to 2014), construction (7.5% of total
loans from 2010 to 2014) and manufacturing (6.3% of total loans from 2010 to 2014). The following tables set forth
information regarding the allocation of loans to each sector of the economy.

Loans of the Financial System by Sector

(in millions of US$)
As of December 31,
2010 2011 2012 2013 20149
Private Sector:"®
ManUFACTUIING.....cveeveeriererieeieteerenieeeeeeeeeaeseeeaesseennens 679.0 880.7 932.1 1,051.7 1,120.9
IMITUNG. ..ottt ettt ae e eaesteeaeseeesaesseessesessnens 27.2 40.5 29.9 166.7 249
AGLICUITUTE .. 681.2 739.4 636.1 738.0 779.0
CONSEIUCTION. ....vvivieeieieceieie et ettt ete e v e eseeeaesaeeenenes 1,028.4 1,137.7 867.6 974.6 1,484.0
Electricity, gas and Water............ccoceeverevieveenenenenenene. 119.9 106.9 163.9 167.7 601.5
Wholesale and retail trade...............coovveeeiiiiieiiieeieeene. 2,515.5 2,620.1 2,828.7 3,289.1 3,276.0
Loans to individualS............cccoevevviiiiinieieiieceree e 5,655.5 6,282.8 6,616.8 6,787.4 7,954.8
Transportation, warehousing and communications........... 207.0 212.6 210.4 229.6 197.9
ONET .o 570.4 485.1 422.8 411.2 523.2
Total private Sector 10ans ...........cceeceveeverienienenienenieens 11,4842 12,505.8 12,708.2 13,816.0 15,962.4
Total public SECtor 10anSs ........cccoveeveeeereeerieeieeeseiea 1,048.8 865.8 1,650.4 2,054.0 1,069.2
Total Loans......ccveveiririiriiecccer e 12,533.1 13,371.6 14,358.6 15,870.1 17,031.6
(1) Includes information from credit unions.
(2) Changes in the historical series are the result of loans reclassifications.
(3) Preliminary data.
Source: Central Bank
Loans of the Financial System by Sector
(as a % of total loans)
As of December 31,
2010 2011 2012 2013 20149
Private Sector:"®
ManUfaCtuIING........cevveruierierieeienieee et eeesee e see e nee e 5.4 6.6 6.5 6.6 6.6
IMINUNG. .ttt ettt ettt e e e 0.2 0.3 0.2 1.1 0.1
AGLICUITUTE ...t 5.4 5.5 4.4 4.7 4.6
CONSIIUCHION ....euieiiiieieete et 8.2 8.5 6.0 6.1 8.7
Electricity, gas and Water .........c.coceceevrveenreenerernnreinenenene 1.0 0.8 1.1 1.1 3.5
Wholesale and retail trade..........cccooeeeeiiinenineneecene 20.1 19.6 19.7 20.7 19.2
Loans to individuals..........ccocoiiveneniniieneeececeee 45.1 47.0 46.1 42.8 46.7
Transportation, warehousing and communications............ 1.7 1.6 1.5 1.4 1.2
OFRET ..o 4.6 3.6 29 26 3.1
Total private Sector 10ans .........cccoeuevvereerreerererreeineennene 91.6 93.5 88.5 87.1 93.7
Total public SECtOr 10aNS ........cceevvevererererieiereeieeverereeseeeens 8.4 6.5 115 12.9 6.3
Total LoAnS......coveiiieiiirireccececr e 100.0 100.0 100.0 100.0 100.0

(1) Includes information from credit unions.

(2) Changes in the historical series are the result of loans reclassifications.

(3) Preliminary data.
Source: Central Bank
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The following table sets forth bank credit by currency for the years shown.

Bank Credit by Currency
(as a % of total credit)

Private Commercial Banks Banco de Reservas
Foreign Foreign
As of December 31, DOP Currency DOP Currency
2000 et 55.6 12.6 21.5 10.3
2001 e 55.9 14.9 22.1 7.1
20012 e 53.7 15.8 20.5 10.0
2003 s 49.8 15.4 20.6 143
2004 o 52.3 15.8 21.7 10.2

Source: Banking Superintendency

Foreign currency lending is extended mainly to sectors that generate foreign currency revenues, such as
tourism, free-trade zones and export-oriented activities. As of December 31, 2014, foreign currency lending was
23.2% of total credit extended by private commercial banks.

Even though commercial lending usually is in the form of medium-term loans and short-term lines of credit
in the Dominican Republic, private commercial banks also make available long-term financing to the private sector,
primarily in foreign currency.

The following tables set forth information regarding loans of the banking system by risk category and
past-due loans by type of institution, as of December 31, 2014.

Classification of Aggregate Loans of the Dominican Financial System
(as a % of total loans)

As of December 31, 2014
Category Commercial loans Consumer loans Mortgage loans Total
A 46.8 93.1 93.6 65.5
B 25.2 2.8 32 16.3
C 12.0 1.6 1.8 7.8
D 11.5 1.6 0.7 7.4
E 4.5 0.9 0.7 3.0
Total 100.0 100.0 100.0 100.0

Source: Banking Superintendency

Solvency Index in the Banking System
(values in %)

As of December 31,
2010 oottt ettt ettt et et e ettt et et et et erteateae et et et et erteaeete et e ete b entesteaseteeteetetentereereereereatens 13.0
2011 ... 14.6
2012 ettt et e e bt e e e tbee e e tte e e tbteeehbeeeaattee e tbeeeehbae e nbaeeetbeeeenbeeeanaaeeenbeeeensaaeennraeas 15.8
203 ettt e e e ta e e et htee e tbee e htee e tbeeeetbaeeanttee e tbeeeaabaeeanbaeeeabeeeenbeeeanaaeeenbeeeensaaeenntaeas 14.8
D014 oottt ettt ettt et h et at et te s e b e b e st e st st eae s e b et e Rt e Rt et e eheeb e b e st esterteteeaees e b e s enteneeseereesesens 14.0

Source: Banking Superintendency

Since 1991, interest rates in the Republic have floated freely based on supply and demand, although the
Central Bank engages in open market operations to influence interest rates in accordance with its monetary policy. For
a discussion of the Central Bank’s activities in this regard, see “—Monetary Policy.”
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During 2014, liquidity in the financial sector remained high, despite the rise in interest rates observed after
August 2013 (see “The Monetary System—Monetary Policy”) . Nevertheless, the annual rate of private credit growth
in local currency increased from approximately 14.2% at the end of 2013 to approximately 15.2% at the end of 2014.

The following table sets forth information on interest rates charged by commercial banks on loans for the
periods indicated.

Interest Rates on Commercial Bank Loans”

(in annual %, nominal unless otherwise indicated)

As of December 31,

2010 2011 2012 2013 2014

Loans of:

0-90 days.....cccccvevvereeierierienenns 9.4 12.7 13.4 11.1 11.0

91-180 days......ccecvevverreeveiennene 9.8 13.1 13.8 11.9 11.5

181-360 days 11.0 15.0 14.2 12.7 12.4
Weighted average ..........ccccevueueee. 12.2 15.7 15.3 13.6 13.8
Real....oooovviiiieeeeeeeeee, 5.8 9.4 9.7 8.7 10.4
Prime rate.........cooveeeiiiieiieeen, 8.2 12.0 11.8 10.7 10.5

(1) Includes banks authorized to offer multiple banking services. Refers to annual average.
Source: Central Bank

The following table sets forth information on interest rates applicable to deposits for the periods indicated.

Interest Rates on Deposits Paid by Commercial Banks"

(in annual %, nominal unless otherwise indicated)

As of December 31,

2010 2011 2012 2013 2014

Deposits for:
3.6 6.5 6.2 43 5.6
4.9 7.2 6.4 5.7 6.4
4.8 8.0 7.2 6.2 6.8
180 days 52 8.2 8.1 6.4 6.9
360 days 5.6 8.2 7.6 5.7 6.5
Weighted average ...........ccceevueuennee. 4.8 7.6 7.1 5.6 6.5
Rl 14 1.3 1.5 0.7 3.1
SAVINGS wvvevieieieeiieeeiee e 2.7 2.7 2.6 2.2 2.0

(1) Includes banks authorized to offer multiple banking services. Refers to annual average.
Source: Central Bank

Liquidity and Credit Aggregates

There are several money-supply measures currently in place in the Republic. The most significant are M1, M2
and M3, which generally are composed of the following:

e  MI: currency held by the public plus demand deposits in domestic currency;

e  M2: MI plus savings and time deposits in domestic currency (including financial certificates); and

e  M3: M2 plus savings and time deposits in foreign currency.

The sources for the monetary base are net international reserves plus net internal credit of the Central Bank

and its uses are all reserves held by the Central Bank and all currency in circulation. Bank reserves are included in
measure of the money supply published by the Central Bank.
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The following table sets forth growth in M1, M2 and M3 according to new data released by the Central Bank
in 2010 within the framework of an IMF data harmonization project for Central America and the Republic.

Selected Monetary Indicators
(% change from prior year)"

As of December 31,
2010 2011 2012 2013 2014®
94 5.0 9.9 15.7 9.3
10.0 10.2 9.3 10.7 10.3
12.3 12.6 10.0 11.9 93

(1) Changes based on figures in DOP.
(2) Preliminary data.
Source: Central Bank

From 2010 to 2014, the Republic’s monetary base grew at an annual average rate of 6.2%. This increase was
driven by the growth in net international reserves of the Central Bank, which increased from US$3,342.7 million in
2010 to US$4,650.5 million in 2014. M1, M2 and M3 increased sharply at an average annual rate 0f 9.9%, 10.1% and
11.2%, respectively, during the period from 2010 to 2014. In 2010, these monetary aggregates grew at rates similar to
those recorded in 2009, 9.4, 10.0 and 12.3, respectively. However, in 2011, they decelerated in connection with the
change in the Central Bank’s monetary policy targeting, growing at 5.0%, 10.2% and 12.6%, respectively. In 2012,
after the reduction of the Central Bank’s monetary policy rate by 175 basis points, from 6.75% to 5.0%, the monetary
aggregates grew at rates 0f 9.9%, 9.3% and 10.0%, respectively. In May 2013, the Central Bank reduced the monetary
policy rate by 75 basis points, from 5.00% to 4.25%. Due to the volatile international economic environment and
increased volatility in the DOP/US$ exchange rate during July and August of 2013, Dominican authorities increased
the monetary policy rate by 200 basis points in August 2013, from 4.25% to 6.25%. As aresult, in 2013, the monetary
aggregates grew at rates of 15.7%, 10.7% and 11.9%, respectively. In 2014, the monetary aggregates increased by
9.3%, 10.3% and 9.3%, respectively, reflecting the neutral monetary policy adopted by the Central Bank throughout
2014.

The following table sets forth the composition of the Republic’s monetary base (expressed in terms of the
Central Bank’s monetary liabilities) and international reserves as of the dates indicated.

Monetary Base and Central Bank’s International Reserves

As of December 31,

2010 2011 2012 2013 2014

Monetary base (millions of DOP) .......ccccccoveieeinnne 145,233.87  155,124.67 167,849.93  168,108.89  184,139.91
Currency in circulation and cash in vaults at banks

(millions 0Of DOP) .....cveieiieieiiiieieeieeecee e 74,032.26 78,220.54 86,506.75 93,747.17  104,707.33
Commercial banks deposits at Central Bank (millions

OF DOP) ..t 71,201.61 76,904.13 81,343.19 74,361.72 79,432.58
Broad monetary base (millions 