I nternational Bank for
Reconstruction and Devel opnment

1818 H Street N. W

Washington, D.C. 20433

Dear Sirs:

Re: Loan No. 4505-DO (Tel ecommuni cations Regul atory Reform Project)
| mpl emrent ati on Letter

Pl ease refer to the Loan Agreenent (Tel ecommunications Regul atory Reform
Proj ect) between the International Bank for Reconstruction and Devel opnent (the Bank)
and the Domi ni can Republic (the Borrower) of even date herewith (the Loan Agreenent)
and to the Project Agreement between the Bank and the Instituto Domni nicano de | as
Tel econuni caci ones (|1 NDOTEL) of even date herewith (the Project Agreenent). Whenever
used in this letter, the several terns defined in the Loan Agreenent and the Project
Agreement have the respective meanings therein set forth.

Wth respect to Section 2.07 of the Project Agreenent, please find in Annex A
the guidelines, procedures and criteria of the Separation Program

Wth respect to Section 2.06 (a) of the Project Agreenent, please find in Annex
B hereto, the nonitoring and eval uation indicators.

Pl ease confirmyour agreenent with the foregoing by signing this letter in the
space provi ded bel ow.
Si ncerely yours,

DOM NI CAN REPUBLI C

By /s/ Juan Tenistocl es Mntas
Aut hori zed Representative

I NSTI TUTO DOM NI CANO DE LAS TELECOMUNI CACI ONES

By /s/ Francisco Frias
Aut hori zed Representative

ACREED:

| NTERNATI ONAL BANK FCR
RECONSTRUCTI ON AND DEVELOPMENT

By /s/ Osalia Kal ant zopoul os
Regi onal Vice President
Latin Anerica and the Cari bbean Region

Annex A
Gui del i nes, Procedures and Criteria of the Separation Program

As mandat ed by the new tel ecommunications |aw, the Directorate-General of
Tel ecommuni cations in the Secretariat of Public Wirks (DGT) will cease to exist. The
deci sion has been taken by the Government to discontinue DGI's rural operations and
make nmost of its enpl oyees redundant (some technical staff may be retai ned by
| NDOTEL) .



The Tel ecommuni cati ons Regul atory Reform Project would fund their severance
paynents in accordance with guidelines set out in the Bank'’s Operational Menorandum on
Fi nanci ng Severance Pay in Public Enterprise Reform Operations, dated March 5, 1996.
In particular, workers who have received severance packages shall not be rehired by
the same entity, its successor (in this case |INDOTEL), or by other public sector
institutions, and overpaynent shall be avoided. Mreover, workers who will be
retained by INDOTEL will be identified prior to the granting of the severance
packages, and will not be eligible for those payments. The severance paynents shal
al so be made in accordance to the Dom ni can Republic national civil service |abor |aw
(Law No. 14-91), which allows up to one year of salary for those having served ten
years or nore.

No di sbursement for the DGI severance conpensation shall be nade until the
Borrower provides a severance programwhich is satisfactory to the Bank. This shall
include the criteria used to identify eligible individuals, the formula to be used to
cal cul ate the severance conpensation, a conplete list of eligible individuals, their
| ength of service in DGI, the anpbunt of severance pay cal cul ated for each eligible
i ndi vi dual, and any other relevant information

Annex B
Domi ni can Republic Tel econmuni cati ons Regul atory Reform Proj ect
Monitoring and Eval uation Indicators
Narrative Sunmmary
Sector-rel ated CAS CGoal :
(1) Ease infrastructure constraints to private sector devel opnent

(2) Increase the coverage of basic infrastructure services and involve the private
sector in the provision of those services

I nvestment by private conpanies in the sector increases
Increase infrastructure coverage in rural areas
Proj ect Devel opnent Obj ecti ve:

Strengthen the policy and regul atory environnent in the tel econmunications
sector and inprove rural access to services by encouraging private investnent in those
ar eas.

Decrease in the nunber of illegal transmtters by 75%by yr. 4

Rural access to tel ecom services increased from40%to 50% by yr. 4

Total no. of lines (including nobile) per 100 inhabitants increased from10 to
14 by yr. 4

Proj ect Qutputs:

(1) New telecomregul atory franmework

Tariffs rebal anced

Regul ati ons/ gui delines for interconnection agreenents
Procedures for issuing licenses

Regul ations for radi o frequency use and nmanagenent
Procedures for resolution of disputes

Regul ations for each type of existing service and guidelines for new services



FDT established and operationa

Narrative Sunmmary

(2) New autononpus telecomregulatory entity

| NDOTEL executi ve managenent appoi nted

Procedures, organizational functions, and roles defined
Key staff appointed

Techni cal staff recruited and trained

Regul ator financially self-sufficient within 4 yrs

(3) Cosure of DGT

DGI"s regul atory functions (and sone qualified staff) transferred to the new
regul atory entity

DGI' s conmerci al operations term nated



