Law No. 57-07 on Incentives for the Development of Renewable Energy Sources and
their Special Regimes.

THE NATIONAL CONGRESS
In the name of the Republic

Law No. 57-07

WHEREAS FIRST:That renewable energies and fuels represent a potential to
contribute and promote, to a large extent, the promotion of the regional, rural
and agro-industrial economic development of the country;

WHEREAS SECOND:That it is the duty of the State to promote the development of
renewable energy sources, for the consolidation of development and macroeconomic
growth, as well as the stability and strategic security of the Dominican Republic;
constituting a lower cost option for the country in the long term, which is why it must
be supported and encouraged by the State;

WHEREAS THIRD:That Hydrocarbons Law No.112-00, and its Regulations,
establishes a fund from the tax differential on fossil fuels, which will remain at
5% of said differential as of this year 2005, for development incentive programs
of renewable energy sources and energy saving and that these resources must
be used and optimized efficiently and transparently for the intended purposes;

WHEREAS FOUR:That the Dominican Republic does not have fossil sources
known to date, in marketable volumes, which contributes to increasing
external dependence, both in the consumption of imported fuels and non-
renewable sources, and in technological and financial dependence in general;

WHEREAS FIFTH:That the Dominican Republic is a signatory and has ratified
different international conventions and conventions, such as the United
Nations Framework Convention on Climate Change and the Kyoto Protocol,
where the country commits to carry out actions in the production of renewable
energies that they reduce greenhouse gas emissions, which contribute to
global warming of the planet;

WHEREAS SIX:That it is in the interest of the State to organize and promote the
creation of new energy technologies and the adequate local application of already
known technologies, allowing cost competition between alternative, clean and natural
resource-based energy, with energy produced by hydrocarbons and their derivatives,
which cause a harmful impact on the environment, the atmosphere and the
biosphere, for which reason research, development and application of these new
technologies should be encouraged;
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WHEREAS SEVENTH:That for the Dominican Republic, as a tourist destination, it is
important to exploit the use of non-polluting clean energy as an ecological
attraction. Expanding with this also the potential of eco-tourism;

WHEREAS EIGHTH:That the country has abundant primary sources of
renewable energy, among which are the eminently agricultural ones, which
can contribute to reducing the dependence on imported fossil fuels if their
exploitation is developed and, therefore, have a high strategic value for the
supply of the country and/or its export;

CONSIDERING NINTH:That innovative alternative energy, fuel and
improvement systems are currently being developed in the country and in the
world, both of the traditional hydrocarbons and of the systems used by the
latter, which should be encouraged as a form of economic compensation for
make them competitive because of their substantial environmental and
socioeconomic benefits;

WHEREAS TENTH:That mixtures at tolerable levels of fuel alcohol, or biodiesel
or any bio-fuel, with the imported fossil fuels used by automobiles and power
generation plants, substantially reduce emissions of polluting and greenhouse
gases, and therefore both the degradation of the environment, as well as
decrease national spending in foreign currency;

ELEVENTH WHEREAS:That the current conditions and the future prospects of the
sugar and honey markets impose limitations, restrictions on the development of
sugarcane and the use of the extensive sugarcane areas of national production and
that these limitations have brought uncertainty to the sugar companies, to sugarcane
communities and thousands of settlers whose lands have been devoted to sugarcane
cultivation for several generations;

WHEREAS TWELFTH:That the high potential of the country for the production
of sugar cane, in terms of availability of land and skills of its farmers in these
tasks, facilitate the execution of a Program to Promote the Production of Fuel
Alcohol (ethanol) in autonomous distilleries and /or coupled to mills, as well as
other biofuels; and

THIRTYTH WHEREOF:That with the signing of CAFTA-DR/FTA, reciprocal trade
opening treaties with the countries of Central America will enter into force,
whose economies rest mainly on renewable energy sources that mean a
competitive advantage over the economy and producers of the Dominican
Republic .

VIEWS:The laws: No.2071, of July 31, 1949, which requires adding anhydrous
alcohol to gasoline sold in the country as fuel for internal explosion; No.64-00,
dated August 18, 2000, on the Environment and Natural Resources; No.112-00,
dated November 29, 2000, which establishes a Consumption Tax on Fossil
Fuels and Petroleum Derivatives (Hydrocarbons Law); No.125-01, dated July 26,
2001, on Electricity, and its Regulations.



SEEN:The Decrees: N0.557-02, on Electricity Generation with Biomass in Sugar
Mills; No.732-02, on Incentive to Ethanol Fuel; No.58-05, on the creation of the
IIBI from the old INDOTEC.

HAS GIVEN THE FOLLOWING LAW:

CHAPTERI

Article 1.- Definitions of the Law.For the purposes of this law and its implementing regulations, the

following shall be understood as:

to)

b)

d)

and)

F)

9)

h)

Yo)

self producers: Are those entities or companies that have their
own generation for their electricity consumption, regardless of
their production process and eventually sell surplus power or
electricity to third parties;

Biofuel:All solid, liquid or gaseous fuel obtained from sources of
vegetable origin (biomass) or from organic municipal, agricultural
and industrial waste;

Bio-diesel:Biofuel made from vegetable oils from oleaginous
plants, as well as any oil of non-fossil origin;

Bioethanol (or Ethanol):Biofuel made from vegetable biomass,
cellulose and lignocellulosic, sugar liquors or sugar cane juice,
processed from cell preparation, hydrolysis (acid or enzymatic),
fermentation, distillation and any other technology;

time blocks: These are periods in which generation costs are
similar, determined based on the technical and economic
characteristics of the system;

CNE:National Energy Commission: It is the state institution
created by Law No.125-01, mainly in charge of outlining the policy
of the Dominican State in the energy sector and responsible for
monitoring compliance with this law;

Co-generators:They are those entities or companies that use the energy
produced in their processes in order to generate electricity for their own
consumption and, eventually, for the sale of their surpluses;

Definitive concession:Authorization from the Executive Branch that grants the
interested party the right to build and exploit electrical works, in accordance
with this law or any other law on the matter;

Concession provisional: Resolution  administrative of the
Superintendence of Electricity, which grants the power to enter



)

k)

n)

either)

P)

Q)

S)

public or private land to carry out studies and surveys related to
electrical works;

National Electricity Consumption:The total amount of electrical
energy delivered to the commercialization networks; does not include
self-consumption through private facilities and/or private emergency
plants;

Marginal supply cost:Cost incurred to supply an additional unit
of product for a given level of production;

average cost:They are the total costs, per unit of energy and power,
corresponding to the investment, operation and maintenance of an
electrical system in conditions of efficiency;

Updated total cost:Sum of costs occurred on different dates,
updated at a specific time, through the corresponding discount
rate;

Connection right:lt is the difference between the total annual cost of the
transmission system and the right of use estimated for the year;

The procedure to determine the connection right is established in
the Regulation for the Application of the General Electricity Law or
the one that replaces it;

Right of use:It is the payment that the owners of the lines and
substations of the transmission system are entitled to receive for
the use of said system by third parties. The procedure to
determine the right of use is established in the Regulations for
the Application of the General Electricity Law;

Distribution company:Electrical company whose main objective is
to operate a distribution system and is responsible for supplying
electrical energy to its end users;

transmission company: Empresa de Transmision Eléctrica Dominicana
(ETED), a state electricity company whose main objective is to operate
an interconnected transmission system to provide electricity
transportation service to the entire national territory;

Hydroelectric company:Empresa de Generacién Hidroeléctrica
Dominicana (EGEHID), a state electric company whose main
objective is to build and operate the hydroelectric units built by the
State;

Energy:Everything that can be converted into work;

Firm energy:lt is the maximum expected production of net electrical
energy in a period of time under dry hydrological conditions for the



t)

or)

w)

X)

hydroelectric generation units and expected unavailability for
thermal generation units;

Unconventional energy:Includes all renewable energies, except
hydroelectric plants larger than 5MW and the energy use of
biomass. It can include other energies of non-renewable origin, but
in special applications such as cogeneration or new applications with
similar benefits to renewables in terms of saving fossil fuels and not
polluting;

Measuring equipment:Set of equipment and technological tools to
measure and record the electricity delivered at the measurement
points;

Availability factor of a generating plant:It is the quotient between
the energy that the available power of the plant could generate in
the considered period, normally one year, and the energy
corresponding to its maximum power;

primary sources of energy: They are those related to the natural, non-
technological physical origin, where an energy comes from to be exploited,
transformed or generated. There are four origins:

to)  Solar origin (which produces wind energy, rain and
hydroelectric, photovoltaic, oceanic energy from waves
and marine currents, and energy by photosynthesis stored
in hydrocarbons and plant biomass);

b) Lunar-gravitational origin, which produces or generates
tidal energy (tides);

Q) Geological origin, which produces volcanic and geothermal energy;
d) Atomic origin, which allows the development of nuclear energy;
and) other.

These sources can be divided into renewable (sun, wind,
tides, waves, biomass, geothermal, hydraulic, etc.) and
non-renewable (oil, natural gas, coal and atomic energy).

Renewable energy sources:It includes all those sources that are
capable of being continuously restored after some exploitation,
without appreciable alterations to the environment, or are so
abundant to be usable for thousands of years without significant
wear. Urban, agricultural and industrial residues derived from
biomass are included;



and)

ah)

bb)

DQC)

dd)

ee)

ff)
99)

H H)

Electric power generation with renewable sources:Electricity
that is generated using the sun, wind, biomass, biogas, organic or
municipal waste, waves, tides, water currents, geothermal energy
and/or any other unused renewable source as a primary source.
so far in significant proportions. Also included in this definition
are small (micro and mini) hydroelectric plants that operate with
currents and/or hydraulic jumps and unconventional energies
that are equivalent to renewables in terms of the environment
and the saving of imported fuels;

Hydrogen:For the purposes of this law, fuel obtained by different
technologies using as primary energy that from renewable
energies;

Fermentable sugar liquors:Those obtained from cellulose and
lignocellulosic materials by hydrolysis and intended exclusively to
produce biofuel;

spot market:It is the market for short-term electricity purchase and
sale transactions not based on term contracts whose economic
transactions are carried out at the Short-Term Marginal Cost of
Energy and the Marginal Cost of Power;

Advisory Body:Body of specialists made up of a delegate from each of
the institutions responsible for the country's energy development and
whose function will be to answer queries, provide cooperation and
support to the National Energy Commission (CNE) in its function of
analyzing, evaluating and authorizing with transparency of incentives to
renewable energy projects that qualify to enjoy the same established by
this law;

Eolico Park:Set of integrated wind towers whose purpose is to produce
electrical energy for the purpose of being transformed and transmitted
to a public distribution and commercialization network;

Transmission toll:Sums that the owners of the lines and
substations of the transmission system are entitled to receive for
the right of use and right of connection;

PEER:Producers of Electricity with Renewable Energy;

Permission:It is the authorization granted by the competent authority,
prior approval of the Superintendency of Electricity, to use and occupy with
electrical works national or municipal assets for public use;

Hydrolyzing plants:Plants for the processing of starches,
cellulose and lignocellulosic materials from vegetables (biomass)
by hydrolysis processes and fermentation processes for



)
kk)

1)

PpP)

qq)

rr)

H.H)

exclusively to the production of sugary liquors for fermentation in
biofuel ethanol production plants;

Connected power:Maximum power that an end user is capable of
demanding given the capacity of the connection and its facilities;

Peak power:Maximum power in the annual load curve;

Available power:Power available at any given moment is
understood to be the highest power that the plant can operate,
discounting scheduled maintenance stoppages, forced
relaxations, and power limitations due to facility failures;

firm power:It is the power that each generating unit can supply
during peak hours with high security, as defined by the
Reqgulations for the Application of the General Electricity Law;

Cousin:Compensation to guarantee the profitability of the investment in
energy with renewable sources. The premium is a variable to be regulated
by the Superintendence of Electricity (SIE);

REFIDOMSA:Refineria Dominicana de Petrdleos, public limited company, mixed
ownership company between the State and Shell Co.;

SEMARENA:Secretary of State for the Environment and Natural
Resources;

Public Distribution Utility Service:Supply, at regulated prices,
from a distribution company to end users located in its area of
operation, or that connect to the distributor's facilities through its
own lines or those of third parties;

Servitude:Charge imposed on a property forcing the owner to consent
to certain acts of use or refrain from exercising certain rights inherent
to the property;

SIE:It is the Superintendence of Electricity. It is the state
institution in charge of requlating the national energy sector;

Transmission system:Set of high voltage lines and substations
that connect the substations of the generating plants with the
bus selector of the high voltage switch of the power transformer
in the distribution substations and other consumption centers.
The power control center and load dispatch are part of the
transmission system;

Interconnected System or National Interconnected Electric System
(SENI):Set of installations of electrical generating units, transmission
lines, electrical substations and distribution lines, interconnected with
each other, which allows generating, transporting and



distribute electricity, under the programming of operations of the
coordinating body;

tt) End user or consumer:Corresponds to the natural or legal
person, customer of the supplying company, who uses electrical
energy for consumption;

uu) cooperative user:User member of a generation and/or
consumption cooperative, of renewable energy or of an energy
distribution cooperative in general;

vw)  Unregulated user:It is one whose monthly demand exceeds the
limits established by the Superintendence of Electricity to classify as
a user of public service and that comply with the requirements
established in the Regulations for the Application of the General
Electricity Law;

ww)CDEEE:Dominican Corporation of State Electric Companies;

XxX)  wind tower:Support structure and transformation of wind energy
converted to mechanical and electrical energy by means of
turbogenerators in its upper part, moved by rotational blades (vertical
or horizontal axis) that are activated or pushed by the wind. These
structures can reach from ten to sixty (10 to 60) meters in height
(microturbines) and a capacity of two hundred to six hundred (200 to
600) KW of power, in addition there are towers of 80 or more meters in
height (macro turbines) and of capacities of the order of several
megawatts of power;

YY)  Antenna or measurement tower:Antenna with wind measurement
device (anemometers) and electronic data storage, located in places
where the installation of wind towers is projected;

zz) Energy market share:Percentages or goals of the total consumption of
electrical energy, or of the total consumption of fuel in the country that
may be assigned and guaranteed to be supplied by the production or
generation with national renewable sources, through a prior evaluation of
the feasibility of said production by the Commission Nacional de Energia
complying with the requirements established by this law and its regulations
for the adequate development of renewable energies.

CHAPTERII
SCOPE, OBJECTIVES AND FIELD OF APPLICATION

Article 2.- Scope of the law.This law constitutes the basic normative and regulatory
framework that must be applied throughout the national territory, to encourage and
regulate the development and investment in projects that take advantage of any source of
renewable energy and that seek to benefit from said incentives.



Article 3.- Objectives of the law.Strategic and public interest objectives of this
ordinance are the following:

to) Increase the energy diversity of the country in terms of the self-
sufficiency capacity of the strategic inputs that non-conventional
fuels and energy mean, provided they are more viable;

b) Reduce dependence on imported fossil fuels;

Q) Stimulate private investment projects, developed from renewable
energy sources;

d) Promote that the participation of private investment in the generation
of electricity to be served to SENI is subject to the regulations of the
competent bodies and in accordance with the public interest;

and) Mitigate the negative environmental impacts of energy
operations with fossil fuels;

F) Promote community social investment in renewable energy
projects;
g) Contribute to the decentralization of the production of electrical

energy and biofuels, to increase market competition between the
different energy offers; and

h) Contribute to the achievement of the goals proposed in the
National Energy Plan specifically in relation to renewable energy
sources, including biofuels.

Article 4.- Limit of the regional offer.Only with regard to the generation of electrical
energy with renewable energy sources destined for the grid (SENI), the SIE, in
coordination with the CNE, will establish limits to the concentration of supply by
province or region, and to the percentage of penetration of the electrical power in
each substation of the transmission system, in order to promote security in the
stability of the electrical flow injected into the SENI in accordance with the balanced
national and regional development of these energy sources, when the infrastructures
and available resources allow it. The regulations of the law will include a reference to
the basic criteria of the regional offer based on the available resources and necessary
infrastructures.

Article 5.- Scope of application.All projects for public, private, mixed,
corporate and/or cooperative energy production or biofuel production facilities
may benefit from the incentives established in this law, after demonstrating
their physical, technical, environmental and financial feasibility. , from sources:

to)  Wind farms and isolated applications of wind mills with initial
installed power, as a whole, that does not exceed 50 MW;



b) Micro, small hydroelectric installations and/or whose power does not

exceed 5 MW;

Q) Electro-solar (photovoltaic) installations of any type and of any
power level;

d) Solar thermal installations (concentrated solar energy) of up to 120 MW

of power per plant;

and) Power plants that use primary biomass as their main fuel, which
can be used directly or after a transformation process to produce
energy (at least 60% of primary energy) and whose installed
capacity does not exceed 80 MW per thermodynamic or central
unit;

F) Biofuel production plants (distilleries or biorefineries) of any
magnitude or production volume;

g) Energy farms, plantations, and agricultural or agro-industrial
infrastructures of any size intended exclusively for the production
of biomass for energy consumption, vegetable oils, or pressure
for the manufacture of biodiesel, as well as hydrolyzing plants
that produce sugar liquors (glucose, xylose, and others) for the
manufacture of fuel ethanol and/or for energy and/or biofuels);

h) Installations for the exploitation of oceanic energy, whether from
waves, marine currents, thermal differences of oceanic waters, etc., of
any magnitude;

Yo) Medium temperature solar thermal installations dedicated to
obtaining sanitary hot water and air conditioning in association
with absorption equipment for cold production.

Paragraph I.- These limits established by project may be extended until they are doubled,
but only when the projects and concessions have installed at least 50% of the original size
requested and subject to complying with the deadlines established by the regulations
throughout the approval process. and installation, and the financing and purchase of at
least 50% of the original project has been completed. The extension of concessions will
follow the administrative processing of the concessions, in accordance with what is
indicated in Article 15 for concessions in the special electricity regime and in the article for
the special regime of biofuels.

Paragraph II.-In the case of hydroelectric potentials that do not exceed 5 MW, the
State will allow and grant concessions to private companies or individuals, who
comply with the pertinent regulations of this law, interested in exploiting existing
natural or artificial hydroelectric potentials that are not being exploited, even in
infrastructures of the State itself. As an exception to Paragraph IV of the



Article 41 and 131 of the General Electricity Law. Said hydroelectric concessions to
private companies, or to cooperatives or associations, must be subject to design and
operation requirements where alternate and priority water uses are safeguarded, so
that they are not harmed by the energetic use of water and, in this regard, the
complementary regulations to this law must contemplate enforcing this objective,
together with the environmental requirements for the protection of basins.

Article 6.-From the National Energy Commission. The National Energy
Commission is the state institution created pursuant to Article 7 of the General
Electricity Law No.125-01, of July 26, 2001, primarily in charge of outlining the
policy of the Dominican State in the energy sector and responsible for monitor
compliance with this law.

Article 7.-Creation and Integration of the Advisory Body. Technical support

entity, which has the status of advisory body of the CNE. The reports of this
body will be necessary for the CNE's decision-making, without being binding.

Paragraph I.-The Advisory Body will be made up of the following Permanent
Members:
a) A representative of the Secretary of State for Industry and Commerce;

b) A representative of the Secretary of State for the Environment and Natural
Resources;

) A representative of the Ministry of Economy, Planning and Development; and

d) A representative of the Dominican Corporation of State Electric
Companies (CDEEE).

Paragraph IL.-The Advisory Body will have the following ad-hoc members, who
will be called on a case-by-case basis, when the characteristics of the project so
require:

to) A representative of the Secretary of State for Agriculture;

b) A representative of the Secretary of State for Higher Education, Science
and Technology;

Q) A representative of the Superintendence of Electricity (SIE);
d) A representative of the Dominican Hydroelectric Generation Company
(EGEHID);

and) A representative of the Institute for Innovation in Biotechnology and Industry
(IIBI);



F)

9)

h)
Yo)

)

A representative of the National Institute of Hydraulic Resources
(INDRHI);

A representative of the Dominican Electric Transmission Company
(ETED);

A representative of the General Directorate of Internal Taxes (DGII);
A representative of the General Directorate of Customs (DGA);

A representative of the Institute of Energy of the UASD;

A representative of the Dominican Oil Refinery;

A representative of the State Sugar Council (CEA);

A representative of the General Directorate of Standards and Quality
Systems (DIGENOR).

Paragraph IIL.-The CNE may take an opinion from the associated renewable energy

producers.

Article 8.- Powers of the National Energy Commission (CNE):

to)

b)

d)

and)

F)

9)

Authorize or reject, prior technical-economic evaluation, depending on
the type of energy and project in question, all requests for application
to the incentives of this law;

Produce the certifications, documentation and records related to the
usufruct and inspections of said incentives, as established by the
regulations for the application of this law;

Ensure the correct application of this law and its regulations and
guarantee the proper use of the incentives created by it;

Have the pertinent administrative and judicial actions aimed at
prosecuting and sanctioning non-compliance with the prescriptions
of this law and its regulations;

Know and decide on the review resources that are submitted by
the interested parties within the terms provided by the
regulation;

Submit an annual report to the National Congress on the execution of plans
and programs for the development of renewable energy sources; and

Comply with the regulations issued by the Executive Branch on the
procedures that will regulate its operation in the application of the law.



Paragraph I.-The functions of the CNE are to consign and supervise, through the
application of the corresponding regulations, the transparent and efficient use of
specialized public funds by virtue of Law No.112-00, of November 29, 2000, which
establishes a consumption tax of fossil fuels and petroleum derivatives and the
General Electricity Law, No.125-01, of July 26, 2001, specifically intended for
incentive programs and projects for the development of renewable energy
sources at the national level and for programs of efficiency and rational use of
energy.

Paragraph II.-The CNE, in accordance with the regulations for the uses of the funds
allocated in the previous paragraph, will provide the necessary allocations for the
adequate equipment and training of the Institute for Innovation in Biotechnology and
Industry (IIBI), as well as other similar official or academic with the objective that these
institutions are in a position to provide adequate scientific and technological support
both for the research and development projects in the field that are promoted, as well
as for the evaluation and supervision of the authorized projects.

CHAPTER III
GENERAL INCENTIVES FOR PRODUCTION AND
TO THE USE OF RENEWABLE ENERGY

Article 9.-Tax exemption. The National Energy Commission (CNE) will
recommend the exemption of all types of import taxes on equipment,
machinery and accessories imported by companies or individuals, necessary
for the production of energy from renewable sources contemplated in
Paragraph II of this article. , which in accordance with the regulations of this
law apply to the incentives that it creates. The exemption will be 100% of said
taxes. This incentive also includes the importation of electrical energy
transformation, transmission and interconnection equipment to SENI. For
projects based on renewable sources, that comply with this law.

Paragraph I.-The CNE, after consultation with the Advisory Body, will recommend in its
annual report to the National Congress the expansion of the list of equipment, parts and
systems that, due to their usefulness and the use of renewable energy sources, are likely
to benefit in the future from the regime. of exemptions consigned in this Chapter.

Paragraph II.- List of equipment, parts and systems to receive initial customs exemption are
the following:

to) Photovoltaic panels and individual solar cells to assemble the panels in
the country. (customs entries: 85.41, 8541.40, 8541.40.10 and
8541.90.00);

b) Long-life stationary accumulators;



0)

d)

and)

F)

9)

h)

Yo)

)

k)

Inverters and/or converters essential for the operation of
renewable energy systems;

Fuel cells and equipment and apparatus for the generation of
hydrogen;

Hydrogen generating equipment and its purifiers, rectifiers and meters
for production starting from water, alcohol or biomass;

Synchronous inverters to be able to dispatch the excess energy in the net
measurement to the network;

Hydraulic turbines and their regulators (headings: 84.10, 8410.11.00,
8410.12.00 and 8410.90.00);

Wind turbines or motors or wind generators (headings: 84.12,
8412.80.10 and 8412.90);

Solar water or steam production heaters that can be made of
rubber, plastic or metal and adopt any technology, that is: flat
plate, vacuum tubes or parabolic mirrors or any combination of
these (heading: 84.19);

Parts and components necessary to assemble in the country the solar
collectors to heat water (heading: 84.19);

Steam turbines with a power not exceeding 80 MW and mixed steam
boilers, based solely on the combustion of biomass resources and
municipal and industrial waste. Equipment that uses auxiliary fuel in
special applications may be included, provided that it does not
exceed 20% of the fuel used (headings: turbines 84.06, 8406.10.00,
8406.82.00 and 8406.90.00, boilers: 84.02, 8402.90.00 and
8402.19.00, and 84.04: auxiliary boiler appliances of headings
84.02n);

Turbines and accessory equipment for converting energy of
marine origin: from waves, tides, deep currents or thermal
gradient (headings: 84.10, 8410.11.00, 8410.12.00 and
8410.90.00);

m) Producer gas, air gas or water gas generating equipment, digesters

n)

and treatment equipment for the production of biogas from
agricultural biomass waste, acetylene generators and similar wet
gas generators, including their scrubbers (headings : 84.05 and
8405.90.00);

Equipment for the production of fuel alcohol, biodiesel and
synthetic fuels from agricultural or industrial products and waste
(headings: 84.19, 8419.40.00 and 8419.50).



Article 10.- Income Tax Exemption.They are released for a period of ten (10)
years from the start of their operations, and with a maximum validity until the year
2020, from the payment of income tax on income derived from the generation and
sale of electricity, hot water , steam, motive power, biofuels or designated
synthetic fuels, generated from renewable energy sources, as well as the income
derived from the sale and installation of the equipment, parts and systems
described in Article 8, Paragraph II of of this law, produced in the national territory
with a minimum added value of 35%, to companies whose facilities have been
approved by the CNE, as set forth in Articles 5 and 7, Paragraphs I and II
respectively, and that are dedicated to the production and sale of such energies,
equipment, parts and systems.

Article 11.- Reduction of taxes on external financing.The tax for payment of
interest for external financing established in Article 306 of the Tax Code,
modified by Tax Reform Law No0.557-05, of December 13, 2005, is reduced to
5% for those projects developed under under the protection of this law.

Article 12.- Tax incentive for self-producers.Depending on the renewable
energy technology associated with each project, up to 75% of the cost of
investment in equipment is granted, as a single income tax credit, to owners or
tenants of family homes, commercial or industrial houses that change or
expand to renewable source systems in the provision of their private energy
self-consumption and whose projects have been approved by the competent
bodies. Said tax credit will be discounted in the three (3) years following the
annual income tax to be paid by the beneficiary thereof in a proportion of
33.33%. The General Directorate of Internal Taxes will require a certification
from the National Energy Commission regarding the authenticity of said
request.

Paragraph IL.-The regulations will include the incentive limits applicable to each
technology.

Article 13.- Incentive for community projects.All those institutions of social interest
(community organizations, producer associations, registered and incorporated
cooperatives) that wish to develop small-scale renewable energy sources (up to
500Kw) and intended for community use, will be able to access financing funds at the
lowest rates. of the market for development projects, for an amount of up to 75% of
the total cost of the work and its installation. For these purposes, the CNE will annually
allocate 20% of the resources entered into the fund for the development of renewable
energy and energy savings, provided for in Law No.112-00, of November 29, 2000,
which establishes a tax on the consumption of fossil fuels and petroleum derivatives.

Article 14.- Certificates and/or bonds for the reduction of polluting emissions. The
certificates or bonds for emission reduction (carbon sequestration) exchangeable
according to the so-called "Kyoto Agreement" and that can be derived from renewable
energy projects, will belong to the owners of said projects for the benefit



commercial of the same. Said certificates will be issued by the competent body that
evaluates the emissions reduced by said projects, according to the official protocols of
the Clean Development Mechanisms (CDM) established or to be established by the
Ministry of the Environment with the other pertinent institutions.

CHAPTER IV
SPECIAL ELECTRICITY PRODUCTION REGIME

Article 15.- Of the Special Regime. The activity of electrical energy production
will be considered production under the special regime when it is carried out
from facilities whose installed power does not exceed the limits established in
Article 5 of this law, when any of the renewable energy sources are used as
primary energy. described in said article, and have been duly approved and
registered as receiving the benefits of this law.

Production under the special regime will be governed by its specific provisions in a specific
regulation and in matters not provided for in them by the general ones on electricity
production.

Article 16.- Concessions.The construction, operation, substantial modification,
transmission and closure of the special regime electrical energy production
facilities will be subject to the provisional concession regime, which will be
requlated in accordance with the provisions of the General Electricity Law and
the regulations of this law.

To qualify as a recipient of the benefits and incentives of this law, the
independent producer, or the interested company, must apply its initial
application to the National Energy Commission, accompanied by the technical
and economic studies that justify the project for a preliminary approval to the
one presented later before the Superintendence of Electricity. The applicants
for these concessions will accredit the technical and safety conditions of the
proposed facilities included in the regulations of this law and in the General
Electricity Law, No.125-01, of July 26, 2001, as well as the corresponding
compliance. of the conditions of environmental protection and the legal,
technical and economic capacity appropriate to the type of production that
they are going to develop. The National Energy Commission,

The applications or permits or concessions that have already been presented or
granted before the promulgation of this law, but that have not been put into
adequately justified exploitation must be reintroduced, re-evaluated, and ratified
-partially or totally- to obtain the concession. definitive creditable to receive the
benefits contemplated in this law.

Operations of electricity production facilities from renewable energy sources
must request their registration in the Register of Production Facilities under
the Special Regime that is created for this purpose.

Once the definitive concessions have been granted, the Superintendence of Electricity (SIE)
will provide the National Energy Commission (CNE) with periodic information



of how many data affect the conditions that determined its granting, as
regulated in each type of energy source in question. Definitive concessions
may not be transferred or sold to other holders until the facilities associated
with the concession are operational.

The lack of express resolution of the authorizations will have dismissive effects.

Article 17.- Rights and obligations of energy producers.Any electrical energy
generating facility subject to the special regime interested in availing itself of the
incentives of this law, after obtaining registration in the Registry of Production
Facilities under the Special Regime, and the pertinent permits from the SIE,
environmental permits, and studies of environmental impact of SEMARENA and its
related institutions and instances and of any other required official entity, will have
the following rights in its relations with the distribution companies:

to) Parallel connection of your generating group or groups to the network of the
distribution and transmission company;

b) To transfer to the system, through the electricity distribution
company, its production or surplus energy;

Q) Receive the wholesale market price plus the incentives provided
for in this law;

d) To the benefits granted by Paragraph III of Article 41, Chapter 1, Title IV
of the General Electricity Law, regarding the reimbursement of costs
incurred by the Generating Companies to transport (lines and
interconnection equipment) their energy to the most appropriate
points, but this Article 41 has been expanded, so that its connection can
be with the distribution companies, (in addition to the Dominican
Electric Transmission Company (ETED) and receive reimbursement from
these companies.

Paragraph.-The obligations of energy producers subject to the special regime are:
tO) Comply with the technical standards of generation, transportation and technical
management of the system;
b) Adopt the safety standards, technical regulations and approval
and certification of the facilities and instruments that are

established;

Q) Refrain from assigning unconsumed electrical energy surplus to
final consumers, if it does not have specific approval from the SIE;



d) Provide the administration with information on production, consumption, sale
of energy and other extremes that are established;

and) Comply with the regulations on permits and environmental studies
required by the General Law on the Environment and Natural
Resources No.64-00, of August 18, 2000, and its regulations.

Article 18.- Compensation regime.The owners of facilities with powers less than
or equal to those established in Article 5 of this law and definitively registered in
the Register of Special Regime Production Facilities will not have the obligation to
make offers to the wholesale market for said facilities, but they will have to the
right to sell electricity production to distributors at the marginal cost of the
electricity production market, complemented or averaged in the case by a
premium or compensation incentive for positive externalities and that the market
does not cover or financial guarantee in the long term, according to the situation
of the fossil market and its determination in the average and marginal costs of the
local market.

Average cost is understood as the total costs, per unit of energy and power,
corresponding to the investment, operation and maintenance of an electrical system
under efficiency conditions.

Marginal cost is understood to be the cost incurred to supply an additional unit of
product for a given level of production. The remuneration that the producers
(Generators) subject to the special regime obtain for the transfer of electrical
energy will be:

R=Cm < Pr

Being

R = Remuneration in pesos/kwh, effectively served.

Cm = Marginal cost of SENI

Pr = Premium for each type of renewable source of electricity generation.

The CNE will recommend to the SIE a minimum price for each type of renewable energy
delivered to SENI. Said price will serve to guarantee a minimum value to remunerate
renewable energies that will maintain adequate incentives for investments. In the same
way, the CNE is authorized to recommend to the SIE the maximum price corresponding to
each type of renewable energy. These reference values (minimum and maximum) must
be reviewed annually.

The regulations that complement this law for each of the activities of the special
regime for the production of electricity from renewable energy sources, will define
the premiums that are applicable in each case, periodically, with the objective of
articulating a stable and lasting regulatory framework, which guarantees the long-
term financial profitability of projects according to international standards for
each type, and which also guarantees compensation



for the ecological and economic benefits that the country expects from renewable
energy.

Article 19.- Quotas of the energy market.The CNE, after consultation with
the Advisory Body, may, based on the results generated by this law, establish
or reserve a mandatory share of the total market for electricity and/or fuels -of
the total annual national consumption registered by the SENI and by
REFIDOMSA, respectively- to be guaranteed to be accepted and paid outside
the Spot Market in the case of electricity -or the import market, in the case of
fuels- to energy from renewable sources and/or to biofuels.

Article 20.- Of the electricity surpluses sent to the networks.The Distribution
Companies will be obliged to buy their surpluses at prices regulated by the SIE, after
study and recommendation by the CNE, from regulated and non-regulated users who
install systems to take advantage of renewable resources to produce electricity with
the possibility of generating surpluses that can be sent to SENI networks.

The economic transactions related to these sales will conform to the provisions of the
General Electricity Law, No.125-01, of July 26, 2001, and its Regulations.

Paragraph.-In the event that any technological innovation allows new forms of renewable
energy not provided for in the regulations, the CNE may, in an ad-hoc manner, apply as the
evaluation period, within the current regulations, the period that it considers most
appropriate for the regulation of the new source of energy.

Article 21.-All authorities in the electricity subsector will ensure that 25% of the
service needs by the year 2025 are supplied from renewable energy sources.
By 2015, at least 10% of the energy purchased by distribution and trading
companies will come from renewable energy sources.

CHAPTERV
SPECIAL REGIME FOR BIOFUELS

Article 22.- Of the institution of the special regime of biofuels.A special
regime for the use of biofuels is instituted from the effective date of this law.
Fossil fuels used in internal combustion motor vehicles for land transportation
in the national territory must be mixed with specific proportions of biofuels.

The proportions of mixtures must be gradually established by the CNE in
collaboration with the other pertinent institutions, taking into account the
country's supply capacity of the aforementioned fuels, the needs to guarantee a
market for the local producers of said fuels and the tolerance of combustion
engines to said mixtures without the need for alterations to the mechanical
functions or structure of the vehicles in question.

Biofuel producers will sell their finished products to wholesale companies so that
they can mix them with fossil fuels and, where appropriate, additivate them. It is
the wholesale companies that perform the distribution functions.



Fuel alcohol (bio-ethanol) extracted from the processing of sugar cane or any
other biomass in the country will be used primarily, for mixtures in the case of
gasoline, and bio-diesel (vegetable diesel) obtained from oil crops national or
oil and import in the event of a shortage of raw materials, in the case of
mixtures with diesel or diesel fuel.

When national production is insufficient to ensure the supply of an adequate service,
following a recommendation from the National Energy Commission (CNE), the
Secretary of State for Industry and Commerce (SEIC) will authorize the imports that are
necessary for this purpose.

Paragraph.-The regulations relating to the special regime for the different biofuels
will establish the norms and quality standards of the same and the procedures for
their mixture and commercialization. Said regulation will be prepared by the National
Energy Commission together with the Advisory Body.

Article 23.- Tax exemptions.The companies or industries dedicated
specifically and exclusively to the production of bioethanol and biodiesel and
any synthetic fuel of renewable origin that is equivalent to biofuels in terms of
its environmental effects and foreign currency savings, as established in
Articles 9, 10 and 11 of this law.

Biofuels or synthetic fuels of renewable origin will be exempt from taxes
applied to fossil fuels, as long as said biofuels do not reach a production
volume equivalent to twenty percent (20%) of the volume of national
consumption in each line, in which case they may be subject to a differential
tax to be determined then and only when applied to internal consumption.

Paragraph L.-The tax exemptions indicated in this article include machinery
and other specific components necessary for the production of biofuels, by
distilleries and/or bio-refineries and/or by cellulose hydrolyzing plants,
whether autonomous or coupled to distilleries or to sugar mills or other
industrial plants.

Paragraph IL.-Excluded from all tax exemptions established in this law are all
biofuels, alcohols, vegetable oils and sugary liquors for non-fuel purposes and
those not intended for the local energy market. The production of biofuels
destined for the foreign market may enjoy said exemptions only if they buy or
acquire the basic local raw material (solid or liquid biomass: sugar cane, sugary
liquors, oleaginous biomass or vegetable oils, etc.) in hard currency, similar to How
does an industrial free zone work?

Paragraph IIL.-In order to access the benefits of this law, companies that
produce biofuel made from production in agricultural plantations must comply
with the crop mechanization programs that will be formulated by the



National Energy Commission, as well as current labor and migration

regulations.

Article 24.- Of the Compensation Regime of Biofuels.Prices are established
and guaranteed only for biofuels subject to being mixed with fossil fuels for
local consumption and regulated by the Secretary of State for Industry and
Commerce (SEIC) and for the percentages or volumes of mixtures established
for each type of fuel on the market. local.

to)

b)

From prices to biofuel producers.The remuneration or purchase
price will be determined by the market through supply and
demand, up to a ceiling price determined by the SEIC.

P BioC=(PIBc+PPI)/2+ C

Where:

P BioC = Final price of local biofuel.
GDPc = International market price of the
Biofuel in question.
PPI = Local Import Parity Price (SEIC).
cC. = Canon or biofuel compensation
premium.
Of the prices to consumers of biofuels at gas station outlets

and/or equivalents in the national market.An official sale price
will be determined at gas stations and retail outlets that includes the
same mechanism that the SEIC already applies to determine the
prices of hydrocarbons, but where the Import Parity Price (PPI) will
be replaced by that of the Final Price of Local Biofuel (PBiocC) and
the rate corresponding to the tax (the differential) on the substituted
fossil hydrocarbon will not be included in the computation of the
final price of the blended fuel, for the benefit of the consumer, since
it is not applicable due to the Article 22 of this law, as well as the
costs associated with importation do not apply.

According to the following formula:
PvCm = PCf%+ PBc%

Where :

PvCm = Official sale price of the volume unit of
the blended fuel.



PCf % = Official sale price of the hydrocarbon
(SEIC) according to its percentage in the
volume unit of the already mixed.

PBC % = Official price of Biofuel (P BioC)
according to its percentage in the
volume unit of the already mixed.

Paragraph I.-The regulations that complement this law for each of the types of
bio-fuels to be mixed or replaced by fossil fuels of the Special Production Regime
from renewable energy sources, will define the values of the Canon or
compensation premiums -positive or negative - that in each case are applied,
periodically, with the objective of articulating a stable and lasting regulatory
framework, which guarantees the long-term financial profitability of renewable
projects according to international standards for each type, and guarantees In
addition, the compensation for the ecological and economic benefits (positive
externalities) that the country receives from these renewable sources.

Paragraph II.-As long as the volume of local production of biofuels does not exceed
ten percent (10%) of the national consumption for each line, the mixture with
hydrocarbons will be mandatory in the proportion available to the volume of
production and provided that they comply with the quality standards in all outlets.
Once the capacity of ten percent of the volume of the national market is exceeded, the
outlets may discriminate the offer, selling mixed and unmixed fuel separately, only
when the mixture with biofuel results in a lower price than that of hydrocarbons
separately and for the benefit of the consumer.

Paragraph IIL.-Exceptionally and temporarily, the possibility of using pure biofuels,
without mixing with fossil fuels, in fleets of public institutions and bodies or in
demonstration and awareness activities will be considered. The CNE will promote the
dissemination and adoption of the Flexfuel system or any other similar one.

Article 25.-Companies dedicated to the production of fuel alcohol or biodiesel,
or any other biofuel, and that have agreed to supply the local market in order
to guarantee a share of said market may, once the agreed internal supply
needs of the aforementioned product have been satisfied, export Surpluses, if
any.

Article 26.-Sugar companies that install distilleries attached to their sugar
mills, taking advantage of the provisions of this law, must comply with the local
and preferential market sugar quotas established by the Dominican Sugar
Institute, INAZUCAR, and from which they had previously benefited. .

Article 27.- The Regulations, Deadlines and Preparation.The CNE, in collaboration with
the other institutions of the Advisory Body, and with the other institutions it deems
pertinent, will draw up a Regulation for each type of renewable energy.

Each regulation must be prepared within a period of no more than 90 business days,
from the promulgation of this law, giving priority to the energies with the highest



development and investment demands. In the same way, it will prepare the regulations
referred to in Paragraph III of Article 7.

Article 28.-The regulation corresponding to this law, relating to mixtures of fossil
fuels, their distribution, sale of installed capacity and consumption of mixtures of
fossil fuels and fuel alcohol, will be formulated by the Secretary of State for
Industry and Commerce (SEIC), after studying and recommendation of the CNE, 90
days after the enactment of this law.

Article 29.-The National Energy Commission (CNE), in collaboration with the other
institutions it deems appropriate, will prepare, within a period of no more than ninety
(90) days, from the date of promulgation of this law, the regulations on the cultivation
of products that are renewable energy sources on 25% of the State Sugar Board's
land.

CHAPTER VI
SANCTIONS AND GENERAL PROVISIONS

Article 30.- Of the sanctions.The deviation or non-use for the intended purposes of
the equipment and machinery favored by tax exemptions under this law, will be
penalized with a fine of three (3) times the value of the exonerated amount, without
prejudice to other penalties that may established by the commission of other offenses.
The court will also order the confiscation of said equipment and machinery.

In case of recidivism, in addition to the aforementioned penalties, the revocation
of the licenses or concessions granted will be imposed. The prohibition of
establishing commercial or business relations with public sector institutions may
also be provided for a period of ten (10) years.

In the event that the violations of this law are committed by legal entities, the sanctions
will be applied to the persons of the administrator and the main shareholders.

The confiscated equipment and machinery will be sold at public auction.

Article 31.-Non-compliance by concessionaires with the obligations set forth in
this law will be punished with a fine of 50 to 200 minimum public sector wages.
In case of repeated failure, the licenses and benefits granted will be revoked.
The same penalty will be imposed on biofuel producers who violate the
obligations set forth in this law and its regulations.

Article 32.- Repeal.This law repeals Law No.2071, dated July 31, 1949, on
Ethanol, as well as any other legal, administrative or regulatory provision in
those aspects or parts that is contrary to it.

Article 33.- Entry into force. This law enters into force from the date of its
promulgation.
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