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The COVID-19 pandemic has brought with it a series of 
concerns for companies in the world, product of the 
preventive measures implemented in the different countries 
in order to reduce the spread of the COVID-19 pandemic that 
afflicts us on a global scale. Thus, it is appropriate to learn 
about the corporate governance tools available to companies 
in the Dominican Republic to prepare for current 
circumstances, specifically to preserve their lives and 
maintain their competitiveness in the market, without 
resorting to the fatal destiny of a dissolution and liquidation, 
and avoiding as much as possible to fill for bankruptcy. 
 
Given the uncertainty and difficulties that we face worldwide 
and particularly from a commercial point of view, good 
financial planning for companies is increasingly necessary, 
in order to mitigate risks and reduce losses in the most 
efficient and timely manner possible. Consequently, it is 
especially relevant that companies have access to necessary 
tools to survive in the market and face the challenges of the 
time successfully, using the methods that best suit their 
needs and objectives. 

 
In this sense, our Law 479-08 on Commercial Companies 
and Individual Limited Liability Companies, as amended by 
Law 31-11, has some strategies as alternatives prior to the 
judicial restructuring and commercial liquidation, which is 
appropriate to mention in this article. 
 
Based on their nature and the moment in which the 
companies decide or should execute them, we can classify the 
corresponding formulas in two main groups, namely: 

I) Voluntary Measures 
o Direct capital injection 
o Capitalization of debts 
o Capital reduction due to decrease in 

value or redemption of shares 
II) Forced Measures  

o Capital reduction due to loss 
o Capital reduction due to commercial 

restructuring 
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I) Voluntary measures 
 
According to article 114 of the Dominican companies Law, 
the extraordinary general meeting “(...) will be responsible 
for increasing and reducing the share capital (...)”. From the 
foregoing, that the procedure implemented for the purposes 
of this article must be known through the Extraordinary 
General Assembly, expressing the will of the partners to 
modify the capital. Depending on the scenario in which the 
company is, considering its accounting situation and 
interests, the following methods could be applied: 
 

- Direct capital injection. It is worth evaluating 
the possibility that the current partners inject 
capital directly into the company. That is, through 
an additional contribution in cash or assets for the 
benefit of the capital stock. If they do not have the 
necessary financial capacity by themselves, they 
could also make the contribution together with new 
partners. This procedure, in accordance with the 
provisions of article 118 of the aforementioned Law, 
allows the capital to be increased by “(...) creating 
new shares or by raising the nominal value of the 
existing ones (...)”, increasing the liquidity of the 
company and making the liabilities of the company 
more manageable. 

- Capitalization of debts. Also, if the partners do 
not decide to make additional contributions, they 
could increase their capital by reorganizing the 
distribution of their current resources in order to 
incur the least amount of expenses possible.  
In effect, it would be considered the option provided 
by the aforementioned law in its article 280 to 
increase the capital stock by converting the social 
liability into shares, or as this process is commonly 
referred to, capitalizing partially or totally some or 
all of the company's debts. What advantages does 
this strategy offer us? It allows us to reduce the 
amount of the company's liabilities, while 
promoting its solvency and prevalence in the 
market. 

- Capital reduction (reduction of nominal 
value or redemption of shares). In contrast to 
the previous strategies, and in view of the latent 
possibility of a sequence of losses in the company's 
equity, the partners may prefer to adjust their 
capital in proportion to the losses. The capital 
reduction could be made by reducing the nominal 
value of the existing shares or by redeeming them, 
always ensuring equality between the partners.  
 

What are the benefits of any of these procedures? They allow 
us to restore the balance between the capital and the 
patrimony of the society that has been diminished by the 
losses. 

 
In the first case, taking into account the Law of commercial 
companies and its modifications, regarding stock companies, 
it does not prevent the variation or readjustment of the 
nominal value of the shares after their issue, the shares 
already issued they may be adjusted in value, as long as it is 

not less than the minimum nominal value that is ONE 
Dominican peso (RD $ 1.00) each. In this scenario, an 
Extraordinary General Assembly will decide for this purpose 
and authorize the modification of the Statutes. 
 
On the other hand, the capital reduction through the 
redemption of the issued shares consists of the cancellation 
of some shares, eliminating losses. The main objective of this 
procedure is to return the shares to the company, reducing 
the number of shares issued and, therefore, the value of the 
capital. In accordance with our Companies Law, the 
Extraordinary General Assembly will decide on this type of 
reduction and authorize the purchase of the issued and 
outstanding shares for their subsequent cancellation. This 
process may or may not mean a payment for its holders. 
 

II) Forced Measures 
We consider forced measures those that are imposed by the 
Law for specific cases, and companies that are in the 
circumstances described by the law, implement specific 
procedures aimed at safeguarding the life of the company by 
taking mandatory financial measures. 
 

- Capital reduction for losses. In this sense, the 
aforementioned Law establishes in its article 292 
that the reduction will be mandatory for the 
company when the losses have decreased to less 
than two thirds (2/3) of the amount of the capital 
stock and a year has elapsed. without having 
recovered the patrimony.  
As in the voluntary reduction, the decrease in capital 
will be established in a figure equal to or less than 
the subscribed and paid-in capital, and equally 
affecting all the shares or quotas in proportion to 
their nominal value. For these purposes, an 
Extraordinary General Assembly should be held to 
hear about the capital reduction, share 
redistribution and statutory modification, for its 
subsequent registration and publication. 

- Capital reduction due to commercial 
restructuring. It may also be carried out, before 
judicial authorities, because of a mercantile 
restructuring plan, it will affect, as in the previous 
case, all the shares in proportion to their nominal 
value and respecting the privileges that some might 
imply. This method must be used in conjunction 
with Law No. 141-15 on Restructuring and 
Liquidation of Companies and Individuals 
Merchants. 
 

In general, equality between partners must be ensured so 
that the effect of the operation is assumed proportionally by 
its owners, preserving their participation, prior to the 
execution of the operation in question. Likewise, the tax 
obligations must be evaluated in each case as they apply and 
keep updated the National Taxpayers Registry (RNC) and the 
Mercantile Registry. 
 
In essence, to adopt any measure of financial, corporate and 
fiscal impact, it is essential to know the state of society and 
evaluate its options, and choose an efficient alternative that 
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is the most suitable according to the needs of the particular 
company, as well as ensuring its strengthening during and 
after overcoming the current crisis. Any previous 
shareholders' agreement must always be considered and 
respected when executing any of these operations. Each case 
is particular and the suitability of the strategy to be 
implemented must be specifically evaluated, but in any case 
it will always be advisable to adopt a process of refinancing 
and adjustment of social capital with the greatest 
transparency and in the most timely manner possible, with a 
legal team and trained financier to provide you with the 
support to successfully structure any of these alternatives. 
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