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With the declaration of the state of emergency as 
consequence of the circulation of COVID-19 and the 
prevention measures taken, both globally and in the 
Dominican Republic, several concerns arise for companies 
and for business groups. Among these concerns, uncertainty 
stands out about which actions would be right, in order to 
preserve in the most efficient way their development and 
competitiveness in the market, this, with the minimum of 
risks and losses. 

In this context, our Law No. 479-08 regarding Commercial 
Companies and Individual Companies with Limited 
Liability, as amended by Law No. 31-11, offers tools for the 
reorganization of commercial companies, which it is 
appropriate to raise in the present article, and that will be of 
benefit according to their particular needs and objectives. In 
accordance with the foregoing, below, we classify these 
reorganization alternatives into three large groups, namely: 

I) Merger of commercial companies 
II) Split of commercial companies 
III) Transformation to another type of corporate 

vehicle 
 

I) Merger of commercial companies 

Article 382 of the company’s law establishes that "one or 
more companies may, by merger, transfer their assets to an 
existing company or to a new company they constitute". 

The merger may be carried out in two ways: a) involving the 
disappearance of all the participating companies, for the 
creation of one or more new companies; or b) implying the 
subsistence of one of them, this being the one that receives 
the assets of the others (Merger by Absorption). It is 
important to note that the possibility of merging companies 
of different classes to form a new company is contemplated. 

In this process, we obtain two great effects, which are 
contemplated in article 384 of the company law, namely: “a) 
the dissolution without liquidation of the companies that 
disappear and the universal transmission of their assets to 
the beneficiary companies, in the state in which they are at 
the date of the definitive completion of the operation; and, b) 
simultaneously, for the partners of the disappearing 
companies, the acquisition of the status of partners of the 
beneficiary companies under the conditions determined by 
the merger contract. ” 
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Under the tax approach, the need to obtain the 
corresponding prior authorizations (provisional and final) 
from the General Directorate of Internal Taxes, for the 
transfer of tax rights and obligations, as indicated by the 
Dominican Tax Code (Law No. 11) is contemplated. -92), in 
its article 323:  
"When companies and companies of any nature are 
reorganized, the results that may arise as a consequence of 
the reorganization will not be achieved by the tax of this law 
and the tax rights and obligations corresponding to the 
subjects that are reorganized will be transferred to the 
continuing entities ”. All this, without prejudice to the tax 
obligations that will correspond in this case, such as the 
presentation of the final declarations of the year in question, 
the payment of taxes due, among others. 

Given this process, it is highlighted that the reorganization 
through the merger of companies has the advantage, among 
others, of the possibility of achieving the synergy of the 
companies involved, simplifying the corporate structure, and 
with this, the diversification of its raw material, their 
activities and the market in which they are carried out, 
achieving a better performance or condition of action, which 
is reflected in the reduction of costs and risks, and in the 
increase in their income. 

II) Split of commercial companies 

Article 382 of the company law establishes that "a company 
may also, by way of division, transfer its assets to several 
existing companies or to several new companies". It is 
defined equally as the “process by which a society 
reorganizes through the fragmentation of its heritage”. In 
order for this process to be carried out, article 384 
establishes that “the social parts of the companies benefiting 
from the spin-off must be attributed in consideration to the 
partners or shareholders of the company being divided, in 
proportion to their respective participations." These 
companies do not need to come from the same origin, that is, 
it may be the case that the spin-off company is of another 
type of company under Dominican law and the spin-off 
company could be a foreign company. 

Likewise, the implications of the process are as follows: a) the 
extinction of a company with a division of assets into two or 
more parts, each of which is transferred in bloc to a newly 
created company or is absorbed by an existing society; or b) 
the segregation of one or more parts of the patrimony of a 
company without extinction, transferring in bulk the 
segregated to one or more newly created or existing 
companies. All this with the particularity that, in both cases, 
the shares of the companies benefiting from the spin-off 
must be attributed in consideration to the partners or 
shareholders of the company that splits in proportion to their 
respective participations. The effects of the spin-off begin to 
emerge in the same way as in the process of merging 
companies. 

In the tax field, like the previous process, it will be necessary 
to obtain the corresponding prior authorizations from the 
General Directorate of Internal Taxes, in accordance with the 
provisions of our Tax Code. All this, without prejudice to the 
tax obligations that will correspond in this case, such as the 

presentation of the final declarations of the year in question, 
the payment of taxes due, among others. 

Among the advantages of reorganization through spin-off, 
we can find the creation of a new company with a pre-
established and experienced corporate structure or model, 
without the need for contributions to share capital, and 
without involving the liquidation of the existing company.  
It also allows the company or company group in question to 
obtain greater efficiency and productivity in its performance 
in the market, by fragmenting its activities. 

III) Transformation to another type of 
corporate vehicle 

Article 440 of the Companies Law stipulates that "There will 
be transformation when a regularly constituted company 
adopts another type of company." The foregoing, considering 
that the company in question will not dissolve and maintain 
its legal personality, without this altering in any way its rights 
and obligations. In this same sense, it is underlined that the 
transformation cannot modify the partners' shares in the 
capital of the company, and in exchange for the disappearing 
shares, the former partners will have the right to be assigned 
shares, quotas or interests, that are proportional to the value 
of those owned by each of them. For their part, special rights 
other than social shares may not be reduced, unless their 
holders expressly consent to it. 

Regarding the tax aspect, the preparation of a special balance 
sheet that contemplates the current state of the company in 
the process of transformation will be required, particularly to 
verify that the net assets are at least equal to the subscribed 
and paid capital stock. All this, without prejudice to the tax 
obligations that will remain unchanged. 

Among the advantages of reorganization through 
transformation, the achievement of a new dynamic or 
corporate structure stands out, without affecting the 
development of the legal life of the transformed society.  
Similarly, a better organization and / or adaptation to new 
economic realities can be achieved with this process, without 
producing a transfer of assets, changes in activities or in the 
tax regime. 

In addition to all of the above, it is necessary to consider that 
in all the alternatives, the tax obligations must be evaluated, 
as applicable, and, consequently, exhaust due process before 
the corresponding Chamber of Commerce and Production 
and before the General Directorate of Internal taxes. The 
foregoing, always guaranteeing equality between partners 
and / or shareholders, so that the effect or result of said 
operations is assumed proportionally. Likewise, it will be 
essential to carry out a prior analysis of the state of society, 
in the hands of a financial team, as well as a trained legal 
team, to determine with more efficiency and certainty the 
pertinent alternative to the needs and interests of the 
company. company or business group, and from this all 
structure the reorganization as appropriate, always 
respecting the legal provisions, the Bylaws of the companies 
involved and the previous agreements that the partners and 
/ or shareholders of these may have signed. 
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