OFFERING CIRCULAR

The Republic of Ecuador

U.S. $ 2 000,000,000
7.95% Notes due 2024

The Republic of Ecuador (the "Republic® or "Ecudilors offering an aggregate principal amount of
U.S.$2,000,000,000 of its 7.95% Notes due Jun@@®4 (the "Notes"). Interest on the Notes will lzgygble semi-
annually in arrears on December 20 and June 2@af gear commencing on December 20, 2014. The Ndtes
mature on June 20, 2024.

The Notes will contain provisions, commonly knoven"aollective action clauses," regarding acceleratif the Notes
and voting on future amendments, modifications amdvers to the terms and conditions of the Noté&hese
provisions differ from those applicable to certafhthe Republic's outstanding External Indebtedr{@ssdefined
herein). Under such provisions, which are describethe sections entitled "Description of the NotesEvents of
Default" and "Description of the Notes — Modificats," the Republic may amend the payment provisafrthe
Notes and certain other terms with the conseriiehblders of 75% of the aggregate amount of tkgtanding Notes.
Except as described herein, payments on the Natelseamade without deduction for or on accountdthholding
taxes imposed by the Republic. There is curremilypublic market for the Notes. Application hasmenade to list
the Notes on the Official List of the Luxembourg&t Exchange and to have the Notes admitted tinfyaah the
Euro MTF Market. This Offering Circular constitutasprospectus for the purpose of the Luxembourg dated
July 10, 2005 on prospectuses for securities, anded. The Notes are and will be issued in regidtéorm and,
in limited circumstances, definitive form in minimudenominations of U.S.$200,000 and integral migisipof
U.S.$1,000 in excess thereof.

See "Risk Factors" beginning on page 14 regardingestain risk factors you should consider before invsting
in the Notes.

Price: 100.00 %
plus accrued interest, if any, from June 20, 2014

Delivery of the Notes will be made on or about JA6e2014.

The Notes have not been and will not be registerster the Securities Act of 1933, as amended @ezurities
Act"). The Notes may not be sold within the Unitgttes or to U.S. persons except to qualifiedtint&iinal buyers
in reliance on the exemption from registration pied by Rule 144A under the Securities Act andrefifeand sold
to certain persons in offshore transactions inanele on Regulation S under the Securities Act. @ hereby
notified that sellers of the Notes may be relyimgtioe exemption from the provisions of Section %hef Securities
Act provided by Rule 144A under the Securities Act.

The Notes will be represented by one or more peemiaglobal notes in fully registered form withoutarest
coupons, deposited with a common depositary foo&8aar Bank S.A./N.V. ("Euroclear") and ClearstreBanking,
société anonym@Clearstream™). Beneficial interests of Euroclparticipants in the global notes will be shown on,
and transfers thereof between Euroclear participaiit be effected only through, records maintaitdEuroclear
and its direct and indirect participants, includi@earstream Bankingsociété anonymeSee "Book-Entry
Settlement and Clearance."

ANY OFFER OR SALE OF NOTES IN ANY MEMBER STATE OFHE EUROPEAN ECONOMIC AREA
(THE "EEA") THAT HAS IMPLEMENTED DIRECTIVE 2003/71EC (THE "PROSPECTUS DIRECTIVE")
MUST BE ADDRESSED TO QUALIFIED INVESTORS (AS DEFINEEIN THE PROSPECTUS DIRECTIVE).

Joint Bookrunners
Citigroup Credit Suisse
Global Coordinato The date of this Offering Circular is June 17, 2014
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IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RE LY ON THEIR OWN
EXAMINATION OF THE REPUBLIC AND THE TERMS OF THE OF FERING, INCLUDING THE
MERITS AND THE RISKS INVOLVED.

You should rely only on the information contained i this Offering Circular or to which the Republic
of Ecuador has referred you. Ecuador has not, andhe Joint Bookrunners have not, authorized anyone to
provide you with information that is different from the information contained in this Offering Circular. This
Offering Circular may only be used where it is leghto sell these securities. The information in thi©ffering
Circular may only be accurate on the date of this @ering Circular.

This Offering Circular may only be used for the gses for which it has been published.
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NOTICE TO NEW HAMPSHIRE RESIDENTS

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR A N
APPLICATION FOR A LICENSE HAS BEEN FILED UNDER CHAP TER 421-B OF
THE NEW HAMPSHIRE REVISED STATUTES WITH THE STATE O F NEW
HAMPSHIRE NOR THE FACT THAT A SECURITY IS EFFECTIVE LY REGISTERED
OR A PERSON IS LICENSED IN THE STATE OF NEW HAMPSHI RE CONSTITUTES
A FINDING BY THE SECRETARY OF STATE THAT ANY DOCUME NT FILED
UNDER RSA 421-B IS TRUE, COMPLETE AND NOT MISLEADIN G. NEITHER ANY
SUCH FACT NOR THE FACT THAT THE EXEMPTION OR EXCEPT ION IS
AVAILABLE FOR A SECURITY OR A TRANSACTION MEANS THA T 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.

The Notes will be general, direct, unsecured, uoslibated and unconditional obligations of Ecuadeit| be
backed by the full faith and credit of Ecuador amtl rank equally in terms of priority with EcuadsrExternal
Indebtedness (other than Excluded Indebtedness)efased in "Description of the Notes", providefiat, such



ranking is in terms of priority only and does netjuire that Ecuador make ratable payments on thesNagith
payments made on its other External Indebtedness.

The Notes will be issued in registered form onlyté$ sold in offshore transactions in reliance on
Regulation S under the Securities Act ("RegulagShwill be represented by one or more permanestalnotes
in fully registered form without interest couporibe "Regulation S Global Note") and Notes soldha tJnited
States to qualified institutional buyers (each aaldied institutional buyer") as defined in, and iieliance on,
Rule 144A under the Securities Act ("Rule 144A")Ibe represented by one or more permanent globtgsnin
fully registered form without interest coupons (tlRestricted Global Note" and, together with theg&ation S
Global Note, the "Global Notes"), in each case dépd with a common depositary for, and registaredhe
nominee name of a common depositary for EuroclearkBS.A./N.V. ("Euroclear") for the respective agots at
Euroclear as such subscribers may direct. Beagficierests of Euroclear participants (as definader "Book-
Entry Settlement and Clearance") in the Global Botéll be shown on, and transfers thereof betwearoéear
participants will be effected only through, recordaintained by Euroclear and its direct and indigarticipants,
including Clearstream. See "Book-Entry Settlemmmi Clearance." Except as described herein, deénitotes
will not be issued in exchange for beneficial iets in the Global Notes. See "Description of tlel - Form,
Denomination and Title." For restrictions on trarshpplicable to the Notes, see "Transfer Restristi and
"Subscription and Sale."

The Republic has taken reasonable care to ensafréhthinformation contained in this Offering Cilauis
true and correct in all material respects and nilemding as of the date hereof, and that, to tast bf the
knowledge and belief of the Republic, there hasalbree omission of information which, in the contextthe issue
of the Notes, would make this document as a wholeary information included in this Offering Circula
misleading in any material respect. The Republaepts responsibility accordingly.

This Offering Circular does not constitute an otgr, or an invitation by or on behalf of, the Reliilor
the Joint Bookrunners to subscribe to or purchagecdthe Notes. Each recipient shall be deemdtht@ made its
own investigation and appraisal of the financiahaition of the Republic. The distribution of thigf€ing Circular
or any part of it and the offering, possessiore sald delivery of the Notes in certain jurisdicianay be restricted
by law. Persons into whose possession this Offe@irgular comes are required by the Republic ared Xbint
Bookrunners to inform themselves about and to elesany such restrictions. See "Subscription ane"Sahd
"Transfer Restrictions" for a description of funtheestrictions on the offer, sale and delivery obté, the
distribution of this Offering Circular, and otheffering material relating to the Notes.

Each purchaser of Notes sold outside the UniteteSia reliance on Regulation S will be deemedaweeh
represented that it is not purchasing Notes wittew to distribution thereof in the United States.

Each person purchasing Notes pursuant to Rule ivitAe deemed to:

e represent that it is purchasing the Notes for W& @ccount or an account with respect to which it
exercises sole investment discretion and that sumh account is a qualified institutional buyes (a
defined in Rule 144A); and

» acknowledge that the Notes have not been and wilbe registered under the Securities Act or any
State securities laws and may not be reofferedhldepledged or otherwise transferred except as
described under "Transfer Restrictions."

Each person purchasing Notes pursuant to Rule BgbAacknowledges that:

» it has been afforded an opportunity to request ftoenRepublic and to review, and it has receivéid, a
additional information considered by it to be neeeg to verify the accuracy of the information fiere
and acknowledges that the preliminary and finagiifig circulars supersede any other information or
presentation regarding the Republic;



e it has not relied on the Joint Bookrunners or aeryspn affiliated with the Joint Bookrunners in
connection with its investigation of the accuraéyh® information contained in this Offering Cireul
or its investment decision; and

* no person has been authorized to give any infoanadr to make any representation concerning the
Republic or the Notes other than those containgfi;nOffering Circular and, if given or made, such
information or representation should not be relipdn as having been authorized by the Republic or
the Joint Bookrunners.

IN CONNECTION WITH THIS ISSUANCE OF NOTES, EACH LEA D MANAGER MAY,
ITSELF OR THROUGH ITS AFFILIATES, OVERALLOT OR EFFE CT TRANSACTIONS WHICH
STABILIZE OR MAINTAIN THE MARKET PRICE OF THE NOTES AT A LEVEL WHICH MIGHT
NOT OTHERWISE PREVAIL IN THE OPEN MARKET, TO THE EX TENT PERMITTED BY
APPLICABLE LAWS. SUCH STABILIZING, IF COMMENCED, MA Y BE DISCONTINUED AT ANY
TIME.

PRESENTATION OF INFORMATION

Unless otherwise specified or the context requirefgrences to "U.S. dollars," "$" and "U.S.$" &oe
United States dollars.

References to the "Republic" and "Ecuador' are He Republic of Ecuador, references to the
"Government" are to the Government of the ReputfiEcuador and the use of the term "Governmentall be
with regards to the Government of the Republic afdtior.

References to "FOB" are to exports free on boaddtariCIF" are to imports including cost, insurarssel
freight charges.

Certain figures included in this Offering Circulaave been rounded for ease of presentation. Ragmen
figures included in this Offering Circular have niotall cases been calculated on the basis of susided figures
but on the basis of such amounts prior to rounding.

Certain economic and financial data in this Offgri@ircular is derived from information previously
published byBanco Central del Ecuaddthe "Central Bank") and other Governmental erdtitod Ecuador. This
data is subject to correction and change in sules#qublications.

FORWARD-LOOKING STATEMENTS

This Offering Circular contains certain forward-kiing statements (as such term is defined in the
Securities Act) concerning the Republic. Theseestents are based upon beliefs of certain Governoféintals
and others as well as a number of assumptionsstimdages which are inherently subject to signiftaamcertainties,
many of which are beyond the control of the Reul#future events may differ materially from thoseressed or
implied by such forward-looking statements. Suatwbrd-looking statements include information conéal in the
sections "Offering Circular Summary," "The Repubti€ Ecuador,” "The Ecuadorian Economy," "Balance of
Payments and Foreign Trade," "Monetary System,bliB®ector Finances" and "Public Debt" as well as:

. External factors, such as:

. lower petroleum and mineral prices, which could eadely affect Ecuador's economy, fiscal
accounts and International Reserves (defined Herein

. damage to and volatility in the international capiharkets for emerging markets issuers caused
by economic conditions in other emerging markets the international capital markets generally,
which could affect Ecuador's ability to engage lemped borrowing;



changes in import tariffs and exchange rates oérottountries, which could harm Ecuador's
exports and, as a consequence, have a negativetiompshe growth of Ecuador's economy;

recession or low growth in the economies of Ecuadeoading partners, particularly of the United
States and the European Union, which could ledewer exports and affect Ecuador's growth;

a deterioration in relations between Ecuador ahdratountries in the region or other disruptions
to Ecuador's international relations;

changes in credit rating of the Republic;
the impact of changes in the international priceahmodities;

higher international interest rates, which couldré@se Ecuador's debt service requirements and
require a shift in budgetary expenditures towanditaahal debt service; and

terrorist attacks in the United States or elsewhacts of war, or any general slowdown in the
global economy.

. Internal factors, such as:

In addition, in those and other portions of thisfe@ihg Circular, the words "anticipates,
"contemplates,

social and political unrest in Ecuador;

Ecuador's ability to continue to attract foreigmaatment;
continued public support for Ecuador's current ecoia policies;
Ecuador's level of domestic debt;

general economic and business conditions in Ectadalr

other factors identified or discussed under "Riaktbrs."

belieyes
projections” and similar expressionghay relate to the

estimates," "expects," "plansjténds,

Republic, are intended to identify forward-lookistgtements.

Undue reliance should not be placed on forwardilugpkstatements, which are based on current
expectations. Forward-looking statements are noarantees of future performance. They involve risks,
uncertainties and assumptions. Future results niHigr dnaterially from those expressed in forward#mg
statements. Many of the factors that will determihese results and values are beyond the Repubbdisy to
control or predict. Because of the risks and uiaties involved, an investment decision basedhenestimates
and forward-looking statements should not be matidorward-looking statements and risk factorslied in this
Offering Circular are made as of the date on thetfcover of this Offering Circular, based on imf@ation available
to the Republic as of such date, and Ecuador assumebligation to update any forward-looking sta¢at or risk

factor.

Vi



ARBITRATION AND ENFORCEABILITY

The Republic is a foreign sovereign state. Consatiyyet may be difficult for investors to obtaim cealize
upon judgments in the courts of the United Statestlerwise to enforce the Republic's obligationder the Notes.
Under its Constitution, the Republic recognizesiteation, mediation and other alternative dispuésotution
proceedings for the resolution of controversiese Republic has not consented to the jurisdictioamf court in
connection with actions arising out of or basedt@Notes and has submitted itself to arbitratindar the LCIA
Rules (as defined below), which allow state cototdecide certain matters as described below. "Bescription
of the Notes — Sovereign Immunity." The Republs lagreed to the following arbitration provisiomsich shall
be governed by English law) as part of the terntsamditions of the Notes:

(@)

(b)

()
(d)

(e)

Any dispute, controversy or claim of any naturesiag out of, relating to or having any
connection with the Indenture, including any digpas to the existence, validity, interpretation,
performance, breach, termination or consequencebeofullity of the Indenture (a "Dispute")
where the Republic is either a party, claimantpoeslent or otherwise is necessary thereto, will
not be referred to a court of any jurisdiction avitl instead be referred to and finally resolved by
arbitration under the Rules of the LCIA ("LCIA Rslg as at present in force as modified by
paragraph 17 of the terms and conditions of theedlain which LCIA Rules are deemed to be
incorporated by reference. In particular:

0] There will be three arbitrators.

(i) Each arbitrator will be an English or New York dfiatl lawyer of at least 15 years'
standing with experience in relation to internaéibbanking or capital markets disputes
At least one of those arbitrators will be a lawgaalified in New York.

(iii) If there are two parties to the Dispute, each pavily be entitled to nominate one
arbitrator. If there are multiple claimants andfoultiple respondents, all claimants
and/or all respondents will attempt to agree uair respective nomination(s) such that
the claimants will together be entitled to nominate arbitrator and the respondents will
together be entitled to nominate one arbitratdranly such party or multiple parties fail
to nominate an arbitrator within thirty (30) daysrh and including the date of receipt of
the relevant request for arbitration, an arbitratdl be appointed on their behalf by the
LCIA Court in accordance with the LCIA Rules andpbjing the criteria at clause (ii)
above. In such circumstances, any existing nominatir confirmation of the arbitrator
chosen by the party or parties on the other side¢hefproposed arbitration will be
unaffected, and the remaining arbitrator(s) will &epointed in accordance with the
LCIA Rules.

The third arbitrator and chairman of the arbitrédunal will be appointed by the LCIA Court in
accordance with the LCIA Rules and applying theedia at clause (ii) above.

The seat, or legal place, of arbitration will bendon, England.

The language to be used in the arbitration wilBoglish. The arbitration provisions contained in
paragraph 17 of the terms and conditions of theedlaill be governed by English law.

Without prejudice to any other mode of servicevald by law, the Republic:

0] will appoint each of Mr. Juan Rafael Arcos Tuitfagnsul and Mr. Mauricio Fabian
Dalgo Bernis, Vice Consul, of the Consulate Genarhlthe Republic, located at
Consulate General of Ecuador, 144-146 Kings CrossdR London, WC1X9DU,
England (each individually an "Interim Process Ajgrand

(i) will, no later than three months after the Closibgte, irrevocably appoint CT
Corporation c/o Trident Company Services (UK) Ledit with its registered office at 7

Vii



Welbeck Street, London, W1G 9YE, London, England/@anany other entity or person in
England and Wales acceptable to the Trustee (sniity ®r person so designated, the
"Permanent Process Agent") to replace the Interiotdss Agents, and provide such
evidence of the appointment(s) as may be reasonatjlyred by the Trustee,

in each case, as its agents under the Indentusefgice of process in relation to any proceedings
before the English courts in relation to any agtitm contemplated by paragraph 17 of the terms
and conditions of the Notes and/or in relationgioognition or enforcement.

The Permanent Process Agent will replace the mt€hiocess Agents on the date that the Trustee
notifies the Republic in writing that it has reasilvsuch evidence of the appointment of the
Permanent Process Agent as it reasonably requires.

If any person appointed as an Interim Process AgenPermanent Process Agent under the
Indenture is unable for any reason so to act, thpuBlic must immediately (and in any event
within ten (10) days of the event taking place)@ppanother agent (a "Replacement Agent") on
terms acceptable to the Trustee.

The Republic agrees that failure by an Interim BsscAgent or, as applicable, a Permanent
Process Agent or Replacement Agent, to notify tapuRlic of the process will not invalidate the
proceedings concerned.

Under the terms of the Notes, each holder of theedlis deemed to have agreed to the use of arbitrat
under the Rules of the LCIA to resolve any dispatatroversy or claim of any nature arising outrefating to or
having any connection with the Notes. Accordinglyy court proceedings brought against the Repbllia holder
of the Notes (other than to enforce an arbitratisard) may be stayed in favor of arbitration.

The Republic has not waived sovereign immunity étation to the Notes. The Republic has, however,
undertaken not to invoke any defence on the bdsasykind of immunity, for itself and/or its assetvhich do not
constitute "Immune Property" in respect of legdlats or proceedings in connection with the Notes.

"Immune Property”, in accordance with the provisionof the laws of the Republic, means:

€)) any property which is used or designated for us¢hen performance of the functions of the
diplomatic mission of Ecuador or its consular ppsts

(b) aircraft, naval vessels and other property of atamyl character or used or designated for use in
the performance of military functions;

(c) property forming part of the cultural heritage afuador or part of its archives;

(d) unexploited natural non-renewable resources in @mya

(e) funds managed in the national Treasury Account;

® assets and resources comprising available monetseyves of Ecuador;

(9) public domain assets used for providing public ®ewin Ecuador; and

(h) national assets located in the territory of Ecuaamt belonging to the Republic, such as streets,

bridges, roads, squares, beaches, sea and lanedameer 4,500 meters above sea level.

The decision of any arbitral tribunal shall be fiba the fullest extent permitted by law. The Rejpub
submits to the jurisdiction of any Ecuadorian coortof any court outside the Republic in connectigith a
properly obtained arbitral award, and such an i@lbétward may be enforced in any jurisdiction is@dance with
the New York Convention on the Recognition and Ecgément of Arbitral Awards 1958. The Republic astmits
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to the jurisdiction of the English courts in contiec with any proceedings invoking the supervispnysdiction of
those courts in relation to an arbitration conddqtersuant to paragraph 17 of the terms and conditof Notes.

Any judgment rendered by an arbitral tribunal pmbpeonstituted under the Purchase Agreement, the
Indenture or the Securities (as the case may bm)ldabe enforceable against the Republic withotgx@mination
of the issues, by a first instance civil court inuBdor in accordance with Article 32 of they de Arbitraje y
Mediacion which provides, inter alia, that any award reedeoutside Ecuador may be enforced by Ecuadorian
courts, provided that a certified copy of the awarmdnted by the secretary of the arbitral tributteé director of the
relevant arbitration center, or the arbitrator dniteators, is submitted, with a declaration ofrizgfinal.

The Indenture contains a further provision whicbvides that any dispute between the Trustee and the
holders of the Notes only, will be subject to tlmm+exclusive jurisdiction of the courts of New Yoflkhis provision
is as follows:

Any Dispute between the Trustee and any holdetsotters only and where the Republic is not a party,
claimant, respondent or otherwise is necessargthewill be subject to the non-exclusive jurisitiot of
any New York state or United States federal coitting in the Borough of Manhattan, the City of New
York, and any appellate court from any thereofamy action or proceeding arising out of or relatioghe
Indenture (except actions or proceedings arisindeuror in connection with U.S. federal and state
securities laws), and the Trustee and the holdersbly irrevocably submit to such jurisdiction aryfes
that all claims in respect of such Dispute may earfi and determined in such New York state or dnite
States federal court.



EXCHANGE RATE INFORMATION

In January of 2000, following several weeks of sevaxchange-rate depreciation of the sucre, theilitiep
announced that it would dollarize the economy. Card¥i 1, 2000, the Ecuadorian Congress approvedah@ara
la Transformacién Economica del Ecuad@@Ecuadorian Economic Transformation Law" or tHeollarization
Program”), which made the U.S. dollar the legad&nin Ecuador. The Ecuadorian Economic Transdion
Law provided for the Central Bank to exchange, @mdnd, sucres at a rate of 25,000 sucres per U.Stf1
addition to providing an official basis to dollagizhe economy, the law contained reforms aimedrangthening
fiscal stability, improving banking supervision apdtablishing rules to encourage direct investme®ince the
passage of the Ecuadorian Economic Transformatiom the U.S. dollar has been the legal tender raBor. Due
to the Dollarization Program, the ability of thedrélic, and/or the Central Bank to adjust monefawiicy and
interest rates in order to influence macroecondnmeitds in the economy is limited.



OFFERING CIRCULAR SUMMARY

The following summary does not purport to be corgbnd is qualified in its entirety by, and is sdbjto,
the detailed information appearing elsewhere is @ffering Circular.

The Republic of Ecuador

Ecuador is one of the smallest countries in SoutheAca, covering an area of approximately 99,054
square miles (256,549 square kilometers). Locatethe north-western coast of the continent, it shiar 950 mile
border with Peru to the south and the east, a 3¥8burder with Colombia to the north, and a 1,48 coastline
to the Pacific Ocean to the west. The country eqamses a wide range of geographic areas and climattuding
the Pacific coastal plains, the Sierra (consisthghe Andean highland region), the Oriente (ch@rmed by the
Amazonian tropical rain forest) and the Galapagtends region located in the Pacific Ocean appratety 600
miles from the coast.

In 2006, current president Rafael Correa was dlewaith 56.67% of the vote. Prior to President €arr
taking office, protests in Quito had led to the +t@dm ouster of three of Ecuador's last four derteally elected
Presidents. President Correa was reelected inrgleelections held in February 2013 with 57.17%the vote.
President Correa holds the highest approval ratir@puth America at 84%.

Upon taking office, President Correa believed #ighificant reforms were necessary to rectify yeafrs
corruption, especially in regards to economic amérfcial matters. To do so, President Correa ddite a
referendum to write a new constitution, which wppraved by the electorate and the National Asserfthl/"2008
Constitution"). The 2008 Constitution provide@ floundation for the economic and financial refonitiatives of
his administration. These reforms were consistétit the Correa administration's objective to préeneconomic
growth, while reducing poverty and inequality angtéring social progress.

The Ecuadorian Economy

The U.S. dollar is the legal tender in Ecuador. ebch of five years from 2009 through 2013 the
Ecuadorian economy registered positive rates ofvtiro During the last five years, the Ecuadoriaanemy grew
from a nominal gross domestic product ("GDP") o81$62,520 million in 2009 to U.S.$93,746 million2013.
During the same five-year period, GDP per capiteasared in real terms, grew from U.S$4,242 in 26909
U.S.$5,943 million in 2013. In 2013 the econonfyEguador grew by 4.5%, in real terms, which wasniga
driven by continued increases in fixed capital fation and private consumption, which increased l®#®%and
3.4% respectively.

Inflation declined from 4.3% in 2009 to 2.7% in 20dnd unemployment declined during the same period
from 6.5% in 2009 to 4.2% in 2013.

In 2013, manufacturing was the largest sector nredsby percentage of GDP (11.88%), followed by
petroleum (11.66%), construction (11.43%), trad&4%), community services (8.34%) and agricultité®1%).
Oil field crude production, including that of prieaand state-owned companies, reached 192.1 midiéorels in
2013, an amount that represented a 4.2% increasetfre 184.3 million barrels produced in 2012 (oirecrease of
4.4% in barrels per day ("bpd")). Other than in 20@hen there was a decrease in the price of milecoil exports
steadily increased from 2010 to 2013. Oil expoetched U.S.$13,412 million in 2013, up 5.5% fror8. @ 12,711
million in 2012.

The Republic considers the following five sectooskte the most important strategic sectors of the
economy: water, telecommunications, natural ressjrelectricity and infrastructure. During theipérfrom 2009
through 2013 the total Government investment irse¢hstrategic sectors has increased from U.S.$Zyiilidn in
2009 to U.S.$6,899 million in 2013. The Governmhbas targeted the electricity sector for significaapital
investment. Currently, hydroelectric plants suppR:5% of the power in Ecuador. By 2016, the Gorent
predicts that hydroelectric plants will generaté&®8f the power in Ecuador. Ecuador's objectiveléveloping
hydroelectric power is to reduce its consumptiomibthrough oil-based generators, thereby decneggil imports
and electric energy imports and improving energlependence.



Balance of Payments and Foreign Trade

Between 2009 and 2013, Ecuador experienced fluonsatbetween balance of payment deficits and
surpluses. While there were surpluses in 2011281@, there were deficits for each year in 2009,028nd 2012.
In 2013, an improvement in the financial accourdtthvas the result of an increase in bilateral dad
corresponding loan disbursements contributed talanise of payments surplus of U.S.$1,845.9 millitlowever,
the current account deficit of U.S.$1,232.1 milli@presents an increase in the deficit compareadetd).S.$330.8
million current account deficit registered in 201Phis deficit is primarily the result of a defigit the trade balance,
due to an increase in imports, particularly withpect to imported capital goods and raw materials.

In Ecuador, total direct foreign investment haséased over the five-year period from 2009 thro2@h3,
from U.S.$307.7 million in 2009 to U.S.$702.8 natiin 2013. This increase was due to continuingsitment in
Ecuador's infrastructure, in particular, its eleity and water sectors.

In 2013, exports increased to U.S.$24,958 millam,increase of 5.0% compared to 2012. The increase
was primarily due to the improved banana (14%) eacho (24%) production, a sharp increase in shergorts
(41%), and an increase in crude oil exports (5.5%).the past five years, crude oil exports haveresented
approximately half of the Republic's total exports.

Although there has been an increasing level of mspsince 2009, the rate of increase has declived o
the last five years due to the Republic's promotibdomestic production. In 2010, imports increhbyg 36.5% as
compared to the previous year, while the rate dedlito 8.3% in 2011, 5.5% in 2012, and 7.3% in 2013

Monetary System

Since taking office the Government of Presidentr€rhas prioritized the stabilization of the mongta
system and promoted the safety of the financialesysAs of December 31, 2013, the Ecuadorian ban&ystem
had a total of 26 banking institutions, of whicheomas a foreign-owned bank and one was a stateebiauek. As
of December 31, 2013 the amount of assets in thatprbanking sector amounted to U.S.$30.7 billion.

Banking deposits constitute the principal sourcéiraincing for the banking system. From December 31
2009 through December 31, 2013, total depositseasad 76%, from U.S.$13,748.8 million to U.S.$2@,25
million, and constituted the principal source ofafincing for the banking system. Total assets ob#nking system
increased from U.S.$17.5 billion in 2009 to U.S.$30illion in 2013.

Average loan interest rates on short-term and teng- loans decreased from 9.2% in 2009, to 8.2% in
2013 primarily due to a policy of the Republic ®duce maximum lending rates. During the same ggetloe
average interest rates on deposits decreased fi2¥h i 2009 to 4.5% in 2013 due to the decreadeain interest
rates. From 2009 to 2011, the banking system'mgledncy rate has gradually improved and past-da@d
declined from 2.9% in 2009 to 2.6% in 2013.

With respect to the various sectors, most loarrésterates declined during the period from 2008ugh
2013. This reduction of interest rates from 2002@13 resulted in increased credit, with loansdasing by 83%
from 2009 to 2013.

Public Sector Finances

Other than in 2009, for the five-year period fro®092 to 2013, the amount of total revenues met the
approximate budgeted targeted amount. During the §ear period from 2009 through 2013, the Central
Government budget deficit as a percentage of GDRased slightly from 4.2% in 2009 to 5.8% in 20113.2013,
the non-financial public sector registered a defidiU.S.$4,439 million, equivalent to 4.7% of GD&h increase
from a deficit of U.S.$949 million in 2012, whichaw equivalent to 1.1% of GDP. Total expenditucgaléd
U.S.$41,607 million (equivalent to 44.4% of GDPYaotal revenues totaled U.S.$37,169 million (eglent to
39.6% of GDP). The increased deficit from 2012613 was the result of increased spending on imératsire
projects.



Public Debt

Total public external debt increased from U.S.7Bigon in 2009 or 11.8% of GDP to U.S.$12.92 luiti
in 2013, which represented 13.8% of GDP. Thisdase in debt was primarily due to increased debt frilateral
lenders. As of December 31, 2013, the top thrizedoal lenders to Ecuador were China, Brazil apdig with
debt levels of U.S.$4,674.8 million (81.4% of ttat bilateral debt), U.S.$291.8 million (5.1% béttotal bilateral
debt) and U.S.$204.9 million (3.4% of the totahleiral debt) respectively. The Government is curarall of its
obligations to multilateral institutions and bilegklenders.

In December 2005, the Republic launched an issuaiiBends due 2015 (the "2015 Bonds"). The last
interest payment on the 2015 Bonds, which was dugezember 15, 2013, was paid by the Republic éo@ance
with the relevant indenture. The Republic is cur@mits financial obligations under the 2015 Boads intends to
make all payments on the 2015 Bonds as they bedomand payable.

In 2008, Ecuador defaulted on its interest payméotghe 2012 and 2030 Bonds (as defined in "Public
Debt — Debt Obligations" herein) in the aggregateoant of approximately U.S.$157 million and priradip
payments of approximately U.S$3,200 million. IM02Che Republic launched cash tender offers tchiiders of
the 2012 and 2030 Bonds and from 2009 through #éite aff this Offering Circular has repurchased éaoiolil 2012
and 2030 Bonds. As of the date hereof, the tajgtegate amount of outstanding principal on the22&did 2030
Bonds is U.S.$107.7 million, which represents 3.d&the original aggregate principal amount of ti82 and
2030 Bonds.



Selected Economic Indicators”

For the Year Ended December 31,

2009

2010

2011

2012

2013

The Economy
NOMINAI GDP ...t
REaI GDPY....oviieieee e
Real GDP growth...........ccooviiiiiiiiiiceeae e
Annual inflation ...t
Unemploymert® ...........ccceeiieeeeeieeeeeeeeee e

Balance of Payment®............ccccovveveveveveveeeeeeeeenns
EXPOTES® ..ot
IMPOIS® ...

Trade balanCe..........ccoovouieeeieeeeeeeeeeeeee e
Services balanc®............ccccooevevieieeeeee e

Current account surplus/deficit of the balance of
PAYMENESY .....ovivieieiieceeeeeeeeee s

International reServés.............ccccveveeeeeeeieeeeeeeeenn

Non-Financial Public Sector............ccccceeiiiiiiiiiiiiieeeee
Total FEVENUES.........eeiiiiiiiiiie e eee e
Total eXpenditures ..........ccccoveeeiieeeeneee e
SUrPIUS/DEFICIE......eeeiiieiiieeie e

AS % Of GDP...coooiiiiice e

Central GOVEIrNMENT.......cocuviiiiieiiieeniiee e
TOtal FEVENUES. ......eeiiiiieiiieeeiee e
Total expenditures ..........ccceeeriiieeieeeeceeee e
SUrPIUS/DEFICIE......eeeiiieiiieice e

AS % Of GDP ..o

External Debt (in billions)®............ccovveieviiieeieeeens
Total Public External Debt ............ccooiieeeeeeiiiiieeenne
Total External Debt (as % of GDP) ....................
Total Internal Debt ..........cccovviiiiiieeeeniee e
Total Internal Debt (as % of GDP).....cccceeenuueeee.

62,520
54,558
0.6%
4.3%
6.5%

14,412.0
14,268.4

18,378
20,610

-2,232
-3.6

11,583
14,218

-2,635.0
-4.2

7.39
11.8%
2.8
4.5%

69,555
56,481
3.5%
3.3%
5.0%

18,137.1
19,641.1

-1,504.0
-1,522.4

-1,607.7
2,622.1

23,186
24,123
-937
-1.4

15,075
16,207
-1,131
-1.6

8.67
12.5%
4.7
6.7%

79,780
60,883
7.8%
5.4%
4.2%

23,082.3
23,242.6

-160.3
-1,562.7

-324.6
2,957.6

31,190
31,195
-5
-0.0

17,198

18,435
-623
-1.5

10.06

12.6%
4.5
5.6%

Source: Unless specified below, based on figua f€entral Bank April 2014 Monthly Bulletin

499,
64,010
5.1%
4.2%
4.1%

24568
24331

37.1
-1,389.8

-330.8
2,482.5

4,530

35,479

-949
-1.1

19,522

21,226

-1,703
-1.9

10.87

12.4%
7.8
8.9%

(in millions of US dollars, except percentages aere noted)

93,746
66,879
4.5%
798.
4.2%

25,700.3
26,330.5

-630.2
-1,472

-1,232.1
4,360.5

37,169
41,607
-4,439

20,400
25,861
-5,461
-5.8

12.92

13.8%
9.9
10.6%

(1) Real GDP measures the Gross Domestic Produetuddor minus the effect of inflation. The CenBahk of Ecuador uses 2007 as its base

year for all real number calculations.

(2) Unemployment figures based on figures fiimistituto Nacional de Estadistica y Cengtisational Institute of Statistics" or "INEC")).
(3) Figures reflect figures from "Balance of Paymséniable. Figures from 2009 and 2010 are basefigomes from the Central Bank 2013

Yearly Bulletin and are calculated using the sane¢himdology as figures from the April 2014 MonthlylBtin.

(4) Data corresponds to freely disposable inteonatireserves. Before dollarization, Ecuador kefgirnational monetary reserves with the aim
of supporting the exchange rate of the sucre. &dtlyr, Ecuador keeps freely disposable internaticeserves (“International Reserves"), whose
variations are explained by the change in the depfsem Ecuador's financial institutions and namafcial public sector institutions held in the

Central Bank. Data for 2009 to 2012 based on figifn@m Central Bank 2013 Yearly Bulletin.

(5) Debt figures in this Offering Circular are bdsen information from Ministry of Finance's ApriD24 Debt Bulletin and reflect data for

December 2013.



The following summary does not purport to be corgbnd is qualified in its entirety by, and is sdbjto,

THE OFFERING

the detailed information appearing elsewhere is @ffering Circular.

Issuer:

Issue Amount:

Securities Offered:

Issue Type:

Issue Price:

Issue Date:

Maturity Date:

Interest Rate:

Interest Payment Dates:

Form:

Denominations:

Ranking:

Withholding Tax and Additional
Amounts:

The Republic of Ecuador (th&&public").

U.S.$2,000,000,000.

U.S.$2,000,000,000 principal amount of 7.95% notee 2024 (the
"Notes").

Rule 144A/Regulation S.

100.00 % plus accrued interest, if any, from June2D14.

June 20, 2014.

June 20, 2024.

7.95% per annum, computed on the basis of ad2§0year of twelve
day months.

Each December 20 and June 20, commencing on Dec&dp2014.

The Notes will be represented in the form of global notes, wit
coupons, registered in the nominee name of the aymdepositaryfor
Euroclear and Clearstream for the accounts ofarsigipants. Notes ir
definitive certificated fom will not be issued in exchange for the glc
notes except under limited circumstances.

The Republic will issue the Notes only in denomimasg of U.S.$200,0C
and integral multiples of U.S.$1,000 in excessebér

The Notes will be general, direct, unsecured, unsubordinated
unconditional obligations of Ecuador, will be badKkey the full faith an
credit of Ecuador and will rank equally in termspofority with Ecuados
External Indebtedness (other than Excluded Indeletss), provided, that
such ranking is in terms of priority only and daoes require that Ecuad
make ratable payments on the Notes with paymentenaam its othe
External Indebtedness.

Unless otherwise requireloly law, Ecuador will make all principal a
interest payments on the Notes without withholdingdeducting an
present or future taxes imposed by Ecuador or ahytso political
subdivisions or taxing authorities. If Ecuadoraguired by law to dedu
or withhold taxes, Ecuador will pay the holders tbE Notes suc



additional amounts as may be necessary to ensatethty receive tt
same amount as they would have received withoutwaitiyholding ol
deduction.

Representations and Covenants: The Repubc will agree to comply with, among others, thdldaing

Events of Default:

covenants:

a) The Republic will obtain and maintain in full forand effet all
Ecuadorian Authorizationsecessary under the laws of Ecuadol
the execution and delivery of, and performance hg Republic
under, the Notes and the Indentuoe for their validity o
enforceability, and take all necessary and appatprisovernment
and administrative action in Ecuador in order toabée to make &
payments to be made by it under the Notes anchitenture.

b) The Republic will ensure that at all times its ghtions under tt
Notes are general, direct, unsecured, unsubordinatanc
unconditional obligations of Ecuador and will becked by the ful
faith and credit of Ecuador and ensure that theedlwill rank equall
in terms of priority with Ecuador's External Indetithesgother thau
Excluded Indebtedness), provided, thatich ranking is in terms
priority only and does not require that the Repulliake ratabl
payments on the Notes with payments made on iter diikterna
Indebtedness.

¢) The Republic will use its reasonable beforts to list and thereaft
to maintain the listing of the Notes on the Luxemntgp Stocl
Exchange.

d) The Republic will not create or suffer to exist, parmit the Central
Bankto create or suffer to exist, any Lien upon anyt®fpresent ¢
future assets or revenues to secure or otherwiegidar for the
payment of any External Indebtedness of EcuadtiieCentraBank
unless, on or prior to the date such Lien lisated or comes in
existence, the obligations of the Repuhlicder the Notes and t
Indenture are secured equally and ratably with sEotierna
Indebtedness.

The Notes will contain, among others, the followingents of default, th
occurrence of which may result in the acceleratidnthe Republic
obligations under the Notes prior to maturity:

a) The Republic fails, othe applicable payment date, to (i) make
payment of principal or Make-Whole Amouah the Notes (unle
such nonpayment is due to an administrative or technicadregind i
remedied within five Businessdys of the date when such paymel
due) or (ii) make any payment of an interest amaunAdditiona
Amount on the Notes within 30 days of the date whech @ymen



b)

<)

d)

e)

)}
h)

is due.

The Republicfails to perform or comply with any other obligat
under the Notes or under the Indenture and Ecuddes not ¢
cannot cure that failure within 30 days after itees writen notice
from the Trustee or holders of at 1e252 of the aggregate princi
amount of the Notes then outstanding regardingdatult.

The Republicpr a court of proper jurisdiction, declares a moriaim
with respect to the payment of principal of, orensst on, Ecuadar’
External Indebtedness (other than Excluded Indeletes).

The Republic fails to make any payment in respécny Externs
Indebtedness (other than Excluded Indebtednessiniraggrega
principal amount in excess of US$600,000 (or its equivalent in a
other currency) whedue (as such date may be extended by virt
any applicable grace period or waiver).

The holders of at least 25% of the aggregate mdstg principa
amount of any External Indebtedness (other than luBrc
Indebtedness) having an aggregate princgralount in excess
U.S.$50,000,000 (or its equivalent in any othereney), accelerat
or declare such External Indebtedness to be duepagdble, ¢
required to be prepaid (other than by a regularbhedulec
prepayment), prior to its stated maturity, as aultesf Ecuados
failure to pay the principal or interest such External Indebtedne
and such acceleration, declaration or prepaymenbisannulled c
rescinded within 30 days.

The Republic denies, repudiates or contests anytsofpaymen
obligations under the Notes or the Indenture in @maél
administrative, legislative, judicial or arbitralrqzeeding orany
constitutional provision, treaty, law, regulatiodgcree, or othi
official pronouncement of the Republic, or any fidacision ly any
court in the Republic having jurisdiction, rendérsinlawful for the
Republicto pay any amount due on the Notes or to perforynodiits
obligations under the Notes or the Indenture.

The Republic fails to maintain its membership ia thiF.

The Republic fails to maintain its membership in, or @kgibility to
use the general resources or equivalentaafy of CAF, FLAR an
IDB.

There shall have been entered against the Repablibe Centra
Bank in a matter related to External Indebtednesthef thar
Excluded Indebtedness)final judgment, decree or order by a ¢
of competent jurisdiction from which no appeal ni@y made, or

made within the time limit for doing so, for theypaent of money i
excess of U.S.$50,000,000 (or its equivalardnother currency) al



120 days shall have passed since the entry of ety srder withot
Ecuador having satisfied such judgment.

i)  There shall be made against the Republic or ther@leBankin a
matter related to External Indebtedness (other tlam@udec
Indebtedness) an arbitral award by a tribunal ofigetent jurisdictio
from which no appeal or application to a tribunal @ourt of
competent jurisdiction to set aside may be madées orade within th
time limit for doing so, for the payment ofamey in excess
U.S.$50,000,000 (or its equivalent in another cwyg and 120 da
shall have passed since the making of any suchdawihout the
Republic having satisfied the award.

Use of Proceeds: The Republic will use the proceeds of U.S.$2,000,0000f the Notes il
accordance with the limitations of the Public Piagnand Financ&ode
(defined herein), as further described in "Use ofcBeds.” The tota
expenses of this offering, including underwriter8es, will be
approximately U.S.$16,080,648.00.

Collective Action Clauses: The Notes will contain provisions, commonly knows"eollective actiol
clauses," regarding acceleration of the Notasl voting on futur
amendments, modifications and waiveyghe terms and conditions of -
Notes. These differ from those applicable to trepublics outstandin
External Indebtedness. Under these provisions, twaie described in tl
sections entitled "Description of the Notes — Egent Default” and "—
Modifications, Amendments and Waiverslie Republic may amend 1
payment provisions of the Notes and certain othsenved terms with tl
consent of the holders of 75% of the aggregate atofuthe outstandir
Notes and other non-reserved matters with the cwrsethe holders of 66
2/3 % of the aggregate amount of the outstanding$o

Transfer Restrictions: The Notes have not been and will not be registerster the Securitic
Act, and will be subject to restrictions on tramaf@lity and resale. S
"Transfer Restrictions."

Listing: Application has been made to list the Notes onltbeembourg Stoc
Exchange and to have the Notes admitted to tramiinthe Euro MTF, tr
alternative market of the Luxembourg Stock Exchange

Absence of a Public Market for theThe Notes will be a new issue of securities, aretghs currentlyno
Notes: established market for the Notes. The Republicthadnitial purchase
cannot assure you that a liquid market for the Blatdl develop. Th
initial purchasers have advised the Republic thay tcurently intend tc
make a market in the Notes. However, they arehbgated to do so, ai
any marketmaking with respect to the Notes may be discontinuighout



Trustee, Registrar and Transfer
Agent:

London Paying Agent:
Luxembourg Listing Agent,
Transfer Agent and Luxembourg

Paying Agent:

Governing Law:

Submission to Arbitration:

notice.

The Bank of New York Mellon.

The Bank of New York Mellon, London Branch.

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

The Notes will be governed by the laws of the StdtBlew York, excef
for the terms concerning submissions to arbitratiwhich wil be
governed by English law.

Any dispute, controversy or claim of any naturesiag out of, relating t
or having any connection with the Indenture, ingtgdany dspute as t
the existence, validity, interpretation, performancegdeh, termination «
consequences of the nullity of the Indenture (aspbDte’) where th
Republic is either a party, claimant, respondenttberwise is necess
thereto, will not be rrerred to a court of any jurisdiction and will irst
be referred to and finally resolved by arbitratiemder the Rules of tl
LCIA ("LCIA Rules") as at present in force as maelif by the Indenture
which LCIA Rules are deemed to be incorporated éfemnce. I
particular:

@ There will be three arbitrators.

0] Each arbitrator will be an English or New Y
qualified lawyer of at least 15 yeatanding
with experience in relation to internatio
banking or capital markets disputeg\t leas
one of thosearbitrators will be a lawys
qualified in New York.

(ii) If there are two parties to the Dispute, €
party will be entitled to nominate o
arbitrator. If there are multiple claimants ant
multiple respondents, all claimants and/or
respondents will &mpt to agree upon th
respective nomination(s) such that
claimants will together be entitled to nomir
one arbitrator and the respondents will toge
be entitled to nominate one arbitrator. If
such party or multiple parties fail to nomieat
an arbitrator within thirty (30) days from a
including the date of receipt of the relev
request for arbitration, an arbitrator will
appointed on their behalf by the LCIA Cour
accordance with the LCIA Rules and apply
the criteria at clause(ii) above. In suc
circumstances, any existing nomination



confirmation of the arbitrator chosen by
party or parties on the other side of
proposed arbitration will be unaffected, and
remaining arbitrator(s) will be appointed
accordance with the LCIA Rules.

(b) The third arbitrator and chairman of the arbitrddunal
will be appointed by the LCIA Court in accordanci
the LCIA Rules and applying the criteria at clasg
above.

(c) The seat, or legal place, of arbitration will bendon,
England.

(d) The language to be used in the arbitration voi
English. The arbitration provisions of the Indeetwvill
be governed by English law.

(e) Without prejudice to any other mode of service \aéd
by law, the Republic:

0] will appoint each of Mr. JuarmRafael Arco:
Tuitza, Consul and Mr. Mauricio Fabian Da
Bernis, Vice Consul, of the ConsulaBenera
of the Republic, located at Consulate Ger
of Ecuador, 144-146 Kings Cross Road
London, WC1X9DU, England (eac
individually an "Interim Process Agent"); and

(ii) will, no later than three months after
Closing Date, irrevocably appoint (
Corporation c/d'rident Company Services (U
Limited, with its registered office at Welbecl
Street, London, W1G 9YEL,.ondon, Englan
and/or any other entity or pmn in Englan
and Wales acceptable to the Trustee (
entity or person so designated, thiefmaner
Process Agent*jo replace the Interim Proce
Agents, and provide such evidence of
appointment(s) as may be reasonably req
by the Trustee,

in each case, as its agents under the Indefdurservice of process
relation to any proceedings before the English tsour relation to an
arbitration contemplated by the Indenture and/alation to recognitio
or enforcement.

The Permanent Bcess Agent will replace the Interim Process Agen
the date that the Trustee notifies the Republicwiiting that it ha:
received such evidence of the appointment of themBeent Proce:
Agent as it reasonably requires.

If any person appointed as éterim Process Agent or Permanent Prc

Agent under the Indenture is unable for any reasoto act, the Repub
must immediately (and in any event within ten (Halys of the evel
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taking place) appoint another agent (a "Replacemg@nt") on terrs
acceptable to the Trustee.

The Republic agrees that failure by an Interim BsscAgent or, ¢
applicable, a Permanent Process Agent or Replatdefrgamt, to notify
the Republic of the process will not invalidate fiieceedings concerned.

Any Dispute between the Trustee and any holderhoddess only ant
where the Republic is not a party, claimant, resigoh or otherwise
necessary thereto, will be subject to the p&alusive jurisdiction of ar
New York state or United States federal courirgittin the Borough ¢
Manhattan, the City of New York, and any appellataurt from an'
thereof, in any action or proceeding arising outoofrelating tothe
Indenture(except actions or proceedings arising under ocannectiot
with U.S. federal and state securities laws), ama Trustee and tl
holders will irrevocably submit to such jurisdiction and agréattall
claims in respect of such Disputeay be heard and determined in ¢
New York state or United States federal court.

Scope of sovereign immunity: The execution and delivery of the Indenture by Republic constitute
and the Republic's performance of and compliandé s obligation:
will constitute,an act of commercial public credit as provided urithe
laws of the Republic. To the extent permitted by,lghe Republiowill
irrevocably and unconditionally agrees that:

@) the Republic submits to the jurisdiction of
Ecuadorian court and to any legal process in
Republics courts (other than attachment proceec
prior to recogrtion or enforcement of an arbitral awal
in connection with the enforcement of an arbitrabed
obtained in accordance with the Indenture, excaft
respect to the Immune Property, which shall betled
to immunity from enforcement in accordance hwit
mandatory provisions of the laws of Ecuador;

(b) the Republic submits to the jurisdiction of any
outside the Republic and to any legal process,rerch
other measures in courts outside the Republic, et
through service or notice, attachment &id of
execution, execution against property of any
actions in rem or the grant of injunctions or sfie
performance, in connection with the enforcemenan
arbitral award obtained in accordance with
Indenture,

(c) the Republic undertakes not to invoke any defemse
the basis of any kind of immunity, for itself and/ts
assets which do not constitute Immune Properi
respect of any of the foreganlegal actions ¢
proceedings; and

(d) the Republic submits to the jurisdiction of the Estt

couts in connection with any proceeding invoking
supervisory jurisdiction of those courts in relatim ar
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arbitration conducted pursuant to the Indenture.

The levy of execution on assets of the Republitiwitheterritory of the
Republic will be catied out in accordance with and under the lawse
Republic.

The Republic irrevocably waives, to the fullestesmt permitted by lav
any requirement or provision of law that requires posting of a bond
other security as a condition to thetingion, prosecution or completi
of any action or proceeding.

An arbitral award obtained in accordance with theehture will b
conclusive and may be enforced in any jurisdictiroaccordance with tt
New York Convention or in any other manner provifiedby law.

"Immune Property,"in accordance with the provisions of the law
Ecuador, means:

(a) any property which is used or designated for usthé
performance of the functions of the diplomatic rida
of Ecuador or its consular posts;

(b) aircraft naval vessels and other property of a mili
character or used or designated for use in
performance of military functions;

(c) property forming part of the cultural heritage afuado
or part of its archives;

(d) unexploited natural non-renewable resms ir
Ecuador;

(e) funds managed in the national Treasury Account;

()] assets and resources comprising available mor

reserves of Ecuador;

(9) public domain assets used for providing public &ex
in Ecuador; and

(h) national assets located in the territory ofu&tor an
belonging to the Republic, such as streets, bri
roads, squares, beaches, sea and land located ,6%€
meters above sea level.

"New York Convention" means the New York Convention on
Recognition and Enforcement of Arbitral Awards 1958
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Further Issues:

The Republic may, from time to time, without thensent of the holde
of the Notes, create and issue additional notespate same terms a
conditions as the Notes in all respects (or inredpects except for t
amount of the first interest payment and the igsiee) provided that:

(a) the notes are consolidated and form a single seuii
the outstanding Notes; and

(b) such additional notes do not have, for purposed.&f
federal income taxation, a greater amount of oail
issuediscount than the outstanding Notes have as ¢
date of the issue of such additional notes (regasdb
whether any holders of such Notes are subject ti
federal income taxation).
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RISK FACTORS

This section describes certain risks associated witvesting in the Notes. You should consult your
financial and legal advisors about the risk of istieg in the Notes. Ecuador disclaims any respalitgikfor
advising you on these matters.

Risk Factors Relating to the Notes

There may be no active trading market for the Nateghe trading market for the Notes may be vidati
and may be adversely affected by many factors.

The Notes will not have any established tradingketawhen issued, and there can be no assurancarthat
active trading market for the Notes will develop, b one does develop, that it will be maintainéfdan active
trading market for the Notes does not develop arosmaintained, investors may not be able to thelir Notes
easily or at prices that will provide them with elgl comparable to similar investments that havdeaeloped
secondary market, and the market or trading pnick l@uidity of the Notes may be adversely affecteden if a
trading market for the Notes develops, the Noteg trede at a discount to their initial offering q&j depending
upon prevailing interest rates, the market for Eimsecurities, general economic conditions, are fthancial
condition of Ecuador. Although an application haseir made to list the Notes on the Official List the
Luxembourg Stock Exchange, there can be no as=uithiat such application will be accepted or thaketive
trading market will develop. llliquidity may havenaaterial adverse effect on the market value oiNbges.

The price at which the Notes will trade in the setary market is uncertain.

Ecuador has been advised by the Joint Bookrunhatghey intend to make a market in the Notes bait a
not obligated to do so, and in the event that ttheyso, they may discontinue market making at amg tiithout
notice. Application has been made to list the Nateshe Official List of the Luxembourg Stock Excige and to
have the Notes admitted to trading on the Euro NiTd@rket. No assurance can be given as to the lityuafi the
trading market for the Notes. The price at whiah lfotes will trade in the secondary market is utader

The Notes will contain provisions that allow theypeent terms to be amended without the consent of al
holders.

The Notes will contain provisions, commonly knows"aollective action clauses," regarding accelerati
of the Notes and voting on future amendments, neadibns and waivers to the terms and conditionthefNotes.
Under these provisions, which are described irsdw@ions entitled "Description of the Notes — Egenit Default”
and "— Modifications, Amendments and Waivers", Etaramay amend the payment provisions of the Notes a
certain other terms with the consent of the holdérg5% of the aggregate amount of the outstanbliotgs and 66
2/3% for non-reserved matters.

Recent federal court decisions in the United Stateate uncertainty regarding the meaning of ragki
provisions and could potentially reduce or hindiee &bility of sovereign issuers to restructure thmiblic sector
debt.

In litigation in federal courts in New York captied NML Capital, Ltd. v. Republic of Argentina, theS.
Court of Appeals for the Second Circuit ruled onglst 23, 2013 that the ranking clause (which inetucatable
payment language) in certain defaulted notes issyyedrgentina, prevents Argentina from making pagteen
respect of new performing notes that it issuedxchange for the defaulted notes in a restructunngvhich a
certain minority of holders elected not to partag, unless it makgwo rata payments in respect of the defaulted
notes that ranlpari passuwith new notes. The defaulted notes in this cddendt contain the “collective action
clauses” referred to in the preceding risk factdrhile the U.S. Court of Appeals for the Secondc@i's decision
was narrowly tailored to the facts of the caseluiding the conduct of Argentina and the specifiading of the
pari passuclause in the defaulted notes, the implication fithia case is that it may be more difficult for soeign
debtors to restructure their debts.
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On February 18, 2014, the Republic of Argentitedfia petition in the U.S. Supreme Court seekingere
of the Second Circuit's August 2013 ruling. Onelu®, 2014, the U.S. Supreme Court denied the Hiepob
Argentina's petition for review, thereby lettingustl the Second Circuit's August 2013 ruling. AdsoJune 16,
2014, the U.S. Supreme Court issued an opinion ielated case ruling that the Republic of Argentimanot
immune from complying with a judgment creditor'saivery demands seeking information about its assgside
the U.S. Ecuador cannot predict what impact, ¥, dhese U.S. court rulings will have on soverdigguers such as
Ecuador.

The ability of holders to transfer Notes in the t8di States and certain other jurisdictions willllmeited.

The Notes issued pursuant to this offer will notregistered under the Securities Act and, thereimsey
not be offered or sold in the United States expepsuant to an exemption from the registration irequents of the
Securities Act and applicable U.S. state securities. Offers and sales of the Notes may also bgstto transfer
restrictions in other jurisdictions. You should sah your financial or legal advisors for advicencerning
applicable transfer restrictions with respect ® Hotes.

Credit ratings may not reflect all risks of invesmin the Notes.

Credit ratings are an assessment by rating agemdidscuador's ability to pay its debts when due.
Consequently, real or anticipated changes in Eatmdeedit ratings will generally affect the marketiue of the
Notes. These credit ratings may not reflect theeqptitl impact of risks relating to structure or keing of the
Notes. Agency ratings are not a recommendatioruyo $ell or hold any security, and may be revisedithdrawn
at any time by the issuing organization. Each agenmating should be evaluated independently of ather
agency's rating.

Risk Factors Relating to Ecuador

Ecuador has defaulted on its sovereign debt obbiga in the past, in particular its obligations der the
2012 and 2030 Bonds.

In 2009, Ecuador defaulted on its interest paymémtshe 2012 and 2030 Bonds (as defined in "Public
Debt — Debt Obligations" herein) in the aggregateoant of approximately U.S.$157 million and priredip
payments of approximately U.S$3,200 million. Thel2@nd 2030 Bonds were originally issued in exckafoy
prior debt offerings of the Republic in order tdend the maturity dates of those prior obligatiofifiese defaults
followed the publication of a report in 2008 by tBemmission of Integral Audit of Public Credit ("G&"), a
committee composed of representatives from bottetheadorian Government and private sector organirmand
members of civil society. CAIC reviewed Ecuada&bt obligations from 1976 to 2006 and in its répoade a
number of findings regarding the legitimacy of Egdoes debt obligations (including the 2012 and 288@ds), in
particular relating to concerns involving the paldissumption of private debt, appropriate authtidea, sovereign
immunity, and the relevant economic terms of thbtdebligations incurred. After the default, whiolcurred
during the first term of President Correa's adnhiation, Ecuador offered to repurchase the 20122439 Bonds at
a discount to their par value. Holders respondethis offer by tendering substantially all of th812 and 2030
Bonds. Although some holders continue to hold dieéaulted 2012 and 2030 Bonds, Ecuador has sudigesfu
repurchased additional 2012 and 2030 Bonds frormairing holders in the years 2009 through 2014. rRore
information, see "Public Debt — Debt Obligation23412 and 2030 Bonds and tender offer." Ecuadordrasined
current on its obligation to its other series ofes@ign bonds due in 2015, as well as on its b#dleans as further
described in "Public Debt — External Debt." Toejato judgments have been issued against the Repwitih
respect to the 2012 and 2030 Bonds and none adénge here is a risk, however, that holders okéhdefaulted
bonds may institute proceedings against the Repablil may seek to enforce any judgments obtainesgéling to
attach assets of the Republic. Any action by thieldrs of the 2012 and 2030 Bonds, or any furtlefaults by
Ecuador on its sovereign debt obligations, couldenigly adversely affect the market value of thetés and the
ability of the Republic to make principal and irgstr payments free of the risk of attachment. Actjoa by the
holders of the 2012 and 2030 Bonds making simiiat passu arguments as the holders in NML Caglitall, v.
Republic of Argentina "Risk Factors — Risk FactBedating to the Notes Recent federal court decisions in New
York create uncertainty regarding the meaning afkiag provisions and could potentially reduce onder the
ability of sovereign issuers to restructure theinbfic sector delst or any further defaults by Ecuador of its
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sovereign debt obligations, could materially adebrsaffect the market value of the Notes and thiéitatof the
Republic to make principal and interest paymerds of the risk of attachment.

Ecuador's past history has been characterized bijtutional instability.

Between 1997 and 2007, Ecuador has had eight presidand three of them were overthrown during
periods of political unrest: Abdala Bucaram in 199@mil Mahuad in 2000, and Lucio Gutiérrez in 2088ice
2007, Ecuador has experienced political stabiliiyhwPresident Correa’'s Alianza PAIS party havingnwive
consecutive National Assembly elections, and PessidCorrea having won re-election in 2013. For enor
information on presidential term limits, see "ThepRblic of Ecuador — Form of Government." Howewereturn
to an unstable political environment could sigrifily affect Ecuador's economy and Ecuador's ghditperform
its obligations under the Notes.

Certain economic risks are inherent in any investhiie an emerging market country such as Ecuador.

Investing in an emerging market country such asaHaucarries economic risks. These risks includeyma
different factors that may affect Ecuador's ecomoresults, including the following:

* interest rates in the United States and financeakets outside Ecuador;
e changes in economic or tax policies in Ecuador;
» the imposition of trade barriers by Ecuador's trpaeners;

» general economic, political, and business conditionEcuador, Ecuador's major trading partners, and
the global economy;

» the ability of Ecuador to effect key economic rafigy including its economic strategy to re-balatee t
economy by increasing the percentage of GDP reptedédy the non-petroleum economy. For more
information see "The Ecuadorian Economy — Strat8gictors of the Economy — Oil Sector";

e political and social tensions in Ecuador;
» the prices of commaodities, including oil;

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

» the decisions of international financial institutsoregarding the terms of their financial assistatoc
Ecuador.

Any of these factors, as well as volatility in timarkets for securities similar to the Notes, mayeaskely
affect the liquidity of, and trading markets fdretNotes. See "Forward-Looking Statements" fohrinformation
on factors that may affect the Notes.

Ecuador's economy remains vulnerable to externacksh including the negative global economic
consequences that occurred as a result of thelggabaomic recession that took place in 2008 ari®2a8nd those
which could arise as a result of future significanbnomic difficulties of its major regional tradipartners or by
more general "contagion” effects, which could haweaterial adverse effect on Ecuador's economigthrand its
ability to service its public debt.

Emerging-market investment generally poses a gradggree of risk than investment in more mature

market economies because the economies in theagwglworld are more susceptible to destabilizatiesulting
from domestic and international developments. G#lye investment in emerging markets is only dSoigafor
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sophisticated investors who appreciate the sigmifie of the risks involved in, and are familiarhyitnvesting in
emerging markets.

A significant decline in the economic growth of amfyEcuador's major trading partners could advgrsel
affect Ecuador's economic growth. In addition, liseainternational investors' reactions to the esventurring in
one emerging market country sometimes appear todsinate a "contagion" effect, in which an entegion or
class of investment is disfavored by internatiomalestors, Ecuador could be adversely affected égative
economic or financial developments in other emeygirarket countries or in Latin America generally.

There can be no assurance that any crises suchoas tlescribed above or similar events will not
negatively affect investor confidence in emergingrkets or the economies of the principal countifedatin
America, including Ecuador. In addition, there daa no assurance that these events will not adyeedédct
Ecuador's economy, its ability to raise capitathia external debt markets in the future or itsigbib service its
public debt.

A significant increase in interest rates in theeimational financial markets could have a mateadverse
effect on the economies of Ecuador's trading pastrend adversely affect Ecuador's economic growtld a
Ecuador's ability to make payments on its outstaggiublic debt, including the Notes.

If interest rates outside Ecuador increase siganitiy, Ecuador’s trading partners, in particulayld find it
more difficult and expensive to borrow capital aefinance their existing debt. These increasedsaomtld in turn
adversely affect economic growth in those countrigscreased growth on the part of Ecuador's tragamners
could have a material adverse effect on the marfetEcuador's exports and, in turn, adverselycaffecuador's
economy. An increase in interest rates would ateweiase Ecuador's debt service requirements wibeot to
Ecuador's debt obligations that accrue interefvating rates. As a result, Ecuador's ability take payments on its
outstanding public debt generally, including theeép would be adversely affected.

A number of factors have impacted on and may coetin impact on revenues and the performance of the
economy.

The economy of Ecuador and the Government's buatgehighly dependent on petroleum revenues. For

more information see "Public Sector Finances — @ger — Budget Process." For example, in 2013, @0&
Ecuador's revenues were from petroleum-relatedstard royalties. While the price of crude oil hesimed to its
levels of approximately U.S.$100 per barrel, in #éwent the price of oil decreases, Ecuador's ree@ifom oil
could significantly decline. There can be no assceathat Government revenues from petroleum expattsot
experience significant fluctuations as a resultcbénges in the international petroleum market. €org with
respect to the current global recession, weaknéslseoworld economy, terrorism, market volatilitpda certain
geopolitical developments, such as political inditgbin the Middle East, Venezuela, and Ukraineayrhave a
potentially adverse effect on the petroleum maalseh whole.

In addition, in 2013 85.9% of Ecuador's petroleuxpagts by destination were to three countries - the
United States (60.5%), Chile (14.7%), and Peru7®@). Worsening economic conditions in any of thesentries
can have a significant impact on Ecuador's revefroes oil and overall economic activity.

Further, operating difficulties in certain oil fited and the outages and the overhaul of its lamgdisiery,
the Esmeraldas refinery (see "The Ecuadorian Ecgnreitrategic Sectors of the Economy — Oil Sectbdye led
to uneven production over the last few years. WHhicuador expects to increase production through th
development of new fields, in particular the ITElfis (see "The Ecuadorian Economy — Strategic 8eciothe
Economy — Oil Sector"), there can be no assurameftiture political opposition will permit operatis to proceed
as planned. In addition, while Ecuador has cotedhavith a South Korean company to upgrade andhawgrthe
Esmeraldas refinery, which is expected to be cotaglby October 2015, further outages could reaudt decline of
refining capacity. Accordingly, any sustained pdriof decline in capacity, if exacerbated by a idecin oil
production, could adversely affect the Governmefigtsal accounts and International Reserves. Hitiah to the
effects of the volatility of the oil market, the iadorian Congress has passed several laws thatinaeased the
Government's budget, altered the established badgagenda and resulted in higher deficits. Cerasumptions
regarding the levels of futureil prices are contained in the budgetary proceskia thePlan Nacional para el
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Buen Vivir (the "National Development Plan"). Anticipatedierues contained in the budget could be lower if
these assumptions about oil prices are not accUfatéhermore, President Correa has stated, in ¢i§the global
economic climate, that Ecuador's priority will merheet the Government's employment and social gealsador
may need to balance its social and employment gaiftisits budgetary constraints.

Commodity prices are volatile, and a significaatline in commodity prices could adversely affect
Ecuador's economy and affect its ability to perfatsrobligations under the Notes

In addition to petroleum prices, see "Risk FactoRisk Factors Relating to Ecuadoh number of factors
have impacted on and may continue to impact onnge® and the performance of the econdnfscuador's
economy is exposed to other commodity price Milgtiespecially with regard to bananas, which make
approximately 20.5% of Ecuador's total non-petroieproduction. A significant drop in the price ofrizn
commodities, such as bananas, would adverselytaffegador's economy and could affect Ecuador'styahd
perform its obligations under the Notes.

Ecuador is a sovereign state and has not waivesot®reign immunity to the fullest extent permittader
the United States Foreign Sovereign Immunitiesohc976; accordingly it may be difficult to obtaim enforce
judgments against it.

Ecuador is a sovereign state. Consequently, it lneaglifficult for investors to obtain or realize grdents
against Ecuador in the United States or elsewhaye.example, Argentina defaulted on part of itseexal debt
beginning in 2002. holders of those bonds issuedtgentina have had difficulty in obtaining paymdram the
defaulted issuer, and many have yet to be compashshitigation in relation to Argentina's defauststill ongoing
as described further in the risk factor entitldfletent federal court decisions in New York createettainty
regarding the meaning of ranking provisions andldquotentially reduce or hinder the ability of soeign issuers
to restructure their public sector debtin the event holders of the Notes were to atietm enforce a civil judgment
against Ecuador, they may experience similar diffic

Furthermore, the dispute resolution provisionshef Notes require submission to arbitration at thedon
Court of International Arbitration while the conttaal provisions of the Notes are governed by NewkYaw. In
order to obtain an enforceable judgment any disputil have to be submitted first to the decisidnaa arbitral
panel prior to being subject to enforcement by gplieable court.

To the extent holders of Notes were to bring suiEcuador or attempt to enforce a foreign judgnuent
arbitral award in Ecuador, under the laws of Ecuamistain property of Ecuador is exempt from attaeht. In
addition, pursuant to the terms of the Notes amditidenture, Ecuador has limited its sovereign imityu(other
than with respect to the laws of Ecuador) with ee$fio actions brought against it under the Noteb® Indenture.
This limitation of immunity, however, may be moiimited in scope than those under certain other redye
issuances in which issuers may waive immunity ®fthl extent under the U.S. Foreign Sovereign Imitieis Act
of 1976. Given this limitation on the scope of iomity, as well as the limitations of the U.S. FgreiSovereign
Immunities Act of 1976 and the immunity grantedeituador under Ecuadorian law, or which may in titare be
granted under Ecuadorian law, holders seekingtézlatassets of Ecuador may not be able to do $ormiiicuador
and may face difficulties doing so outside of Eauad

Ecuador is involved in a number of legal proceediagd disputes that could result in losses to Eovad
well as a decrease in foreign investment.

Ecuador is currently involved in several legal medings, mainly related to contracts in the oil and
electricity sectors. For a description of theggalegproceedings and other proceedings against Bcusée "Legal
Proceedings." If the foreign companies were to sedcthe awards could adversely impact the finaot&guador.
Ecuador can offer no assurances as to whethert@uob proceedings will be resolved in its favor.

Occidental

In May 1999, Empresa Publica de Hidrocarburos del Ecuad@iPetroecuador”) and Occidental
Exploration and Production Company ("Occidentatijeeed into a participation agreement for the epgtlon and
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exploitation of hydrocarbons in Block 15, in theighte region. On September 16, 2004, Petroecuagior s
Occidental a notice of breach alleging various gosufor forfeiture of the participation agreementluding the
unauthorized assignment of 40% of Occidental'stsigind obligations thereunder to Canadian oil campancana.
Block 15 is one of Ecuador's most productive @lds. In May 2006, the Ministry of Energy and Mirgeclared
the participation agreement with Occidental todreninated due to its alleged breach of the Hydlomas Law. As
a result, all of Occidental's assets were transfieto the Republic. In July 2006, Occidental filedlaim before the
International Centre for the Settlement of InvesttriRisputes ("ICSID") against Ecuador in an amaafit).S.$3.3
billion, claiming that the termination of the paifiation agreement constituted the "equivalentxpfr@priation,” in
violation of the US-Ecuador Bilateral Investmeneaty, and that the forfeiture of the participatamreement was
litigated for political reasons rather than duamoillegal assignment.

On October 5, 2012, the ICSID arbitral panel issaedrbitral award in favor of Occidental in thecamt
of U.S.$1.7 billion, plus interest, but it also felthat Occidental's assignment to Encana was madelation of
Ecuadorian law. The arbitral panel based the amoniihe full value of the contract, with a reduntif 25% due to
such violation. On October 9, 2012, Ecuador filguktition for a stay of the enforcement of the wabiaward until
an annulment procedure could be carried out. pEtiéion was registered with ICSID on October 1412. On
January 18, 2013, ICSID appointed an ad hoc pamesplve the petition for the stay. The first nregbf the panel
occurred on March 25, 2013. On May 13, 2013, theepmet to consider a February 13, 2013 petition by
Occidental to lift the currently effective staytbg arbitral award. In a September 30, 2013 dmtishe panel
ratified the stay of the award and held that ittdti@ontinue unconditionally.

On August 12, 2013, Ecuador submitted its BriefAfnulment. On October 18, 2013, Occidental
presented its response, arguing that there wassis for an annulment. Ecuador presented its r@plyanuary 6,
2014 and Occidental submitted its rejoinder on &eky 28, 2014. The hearing concerning annulmeuit face
between April 7 and April 10, 2014. The procegdimvere concluded on April 10, 2014. The resuthefhearing
is pending.

Chevron

In 2006, Chevron Corporation and Texaco Petroleuarp@ation ("Chevron") brought arbitration
proceedings against the Republic under the UniteatioNs Commission on International Trade Law
("UNCITRAL") alleging the Republic's breach of cart "denial of justice" provisions under the US-kdar
Bilateral Investment Treaty. In August 2011, thbital tribunal established that Ecuador had bredcduch treaty
and should pay Chevron U.S.$96 million plus commgbimerest calculated from September 1, 2011 timtildate
of payment. The tribunal accepted the position@fdelor that any amount received by Chevron shoeilsubject to
the payment of a tax at a rate of 87.31% (the mielry arbitral award was approximately U.S.$700iom) and
deducted the tax amount due to Ecuador from thinprary arbitral award of U.S.$700 million. Congently,
Ecuador filed a petition to annul the arbitral agvéefore the District Court of The Hague, which vdemnied on
May 2, 2012. Ecuador presented an appeal to theidi€ourt decision, and on May 13, 2013, the Afate Court
of The Hague heard the arguments of the partieappeal and rejected Ecuador's appeal on June 18, 2h
September 18, 2013, Ecuador presented an appted ®Bupreme Court of the Netherlands which heldihgs on
February 14, 2014. The result of the hearing =lpey.

On July 27, 2012, Chevron filed a claim before Ehstrict Court of the District of Columbia (Washiog,
DC) seeking recognition and enforcement of thetabaward. On March 25, 2013, Ecuador filed itgebin
opposition with the court, and on April 25, 2013e@ron filed its response. On June 7, 2013 thériBiCourt
confirmed the award in favor of Chevron. Ecuadiedffor further appeal on July 1, 2013, to whiche@ron filed
an opposition brief on August 19, 2013. The resaftthis appeal are pending. On September 6, ,20d@ause
Ecuador did not have substantial assets in thei@istf Columbia, Chevron filed a motion to enafil¢o register
the district court award "in any other district"time United States. Ecuador objected, arguing @egtvron should
be permitted to register the award only in "thosridts for which Chevron has provided sufficiemidence that
Ecuador has substantial assets.” In October 293,20 District Court of the District of Columbiaragited
Chevron's motion to register the award in any othstrict. To date, Chevron has not registeredatvard in any
other district and the Republic is not aware thAew@on has taken any steps to execute on any askéte
Republic.
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A number of foreign oil companies have sued Ecuatl@onnection with the application of law 42-2006,
which levied a 99% tax on the windfall profits ofnamber of foreign oil companies. For a descriptid the
windfall profits tax, see "The Ecuadorian Economyeonomic and Social Policies — Renegotiation dfie
Contracts." As a result of the implementation loé windfall profits tax law, Ecuador is a defendantseveral
arbitration proceedings.

Burlington

Burlington Resources, Inc. ("Burlington™) filed ambitration claim before ICSID on April 2008 agdins
Ecuador, seeking compensation for alleged modifinatto its contracts for the development of Blogékand 21 in
Ecuador imposed by Ecuadorian law 42-2006. Buringargued that such unilateral modification resulte an
expropriation of the blocks that Burlington was g, although, subsequent to the commencemenhef
proceedings, Burlington withdrew the contractuaimls and based all claims solely on violations e tJS-
Ecuador Bilateral Investment Treaty. On Septemi@er2811, Ecuador filed two counterclaims againstliBgton
for environmental damage and failure to maintaim fidicilities of Blocks 7 and 21, in an approximataount of
U.S.$2 billion. On December 14, 2012, the tribudakided the liability issue in favor of Burlingtoend
consequently, on January 28, 2013, Ecuador sulzhatfgetition for reconsideration. Hearings for ¢oenterclaims
took place from June 1 to June 7, 2014 in Paris.

The arbitral tribunal was scheduled to meet forearing on damages and Ecuador's counterclaims in
August, 2013, but the hearings were suspended atieet request by Ecuador that one of the arbitsatecuse
himself from the decision because of a conflictimterest. Burlington presented its assessmentavhagjes
memorandum on June 24, 2013, to which Ecuador neiggbon May 23, 2014. The arbitral tribunal isrently
determining the procedural schedule for the assesisaf damages.

Part of the offering proceeds could be attachedckditors to satisfy outstanding arbitral awardsdan
judgments (if applicable) against Ecuador.

Creditors holding outstanding arbitral awards asregudgments present a risk of disruption to tffering.
This could involve any type of creditor, includitrgde, supply, investor and finance creditors whtaim arbitral
awards and possibly seek to enforce these awarfiglgments. The risk with respect to the offeringudes that
the initial purchasers in the offering could bedgai have an obligation to pay the offering procetedEcuador, and
that Ecuador's creditors may attempt to enforcie thghts against Ecuador's interest in any sudfgation. Further,
Ecuador's creditors could attempt to attach theg@ds of the offering or the payment of principal/ar interest on
the Notes.

Payments to holders of the Notes could be attadmeccreditors, including holders of other debt
instruments of Ecuador, to satisfy awards agairatdelor. As a result, Ecuador may not be able tkaermayments
to holders of the Notes.

There is a risk that creditors could attach payseftinterest and principal by Ecuador to holddr¢he
Notes outside of Ecuador because, until paymeshréolders of the Notes, they could possibly bendsl to be
the assets of Ecuador. For more information osaheending awards, see "Legal Proceedings" andk fRistors —
Risk Factors Relating to Ecuadoreeuador is involved in a number of legal proceedilagd disputes that could
result in losses to Ecuador as well as a decreadereign investmerit.

There is a risk that creditors could seek to ataatt of the offering proceeds to satisfy pendingials
against Ecuador. If creditors are successfultachtng payments to holders of the Notes, Ecuador mot be able
to make payments to holders of the Notes. For éurthformation about the attempts of creditors oféntina to
enforce payment obligations on defaulted soverdignt, see "Risk Factors — Risk Factors RelatinthéoNotes —
Recent federal court decisions in New York createettainty regarding the meaning of ranking proeis and
could potentially reduce or hinder the ability @vereign issuers to restructure their public seatebt"

Specifically, payments of principal or interest dre Notes may be attached, enjoined or otherwise

challenged by holders of other debt instrument&afador, including outstanding holders of the 2@hd 2030
Bonds. Some creditors have, in recent years, lisgdtion tactics against several sovereign debthiat have
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defaulted on their sovereign bonds including PBlisaragua and Argentina, to attach or interruptnpayts made
by these sovereign debtors to, among others, t®ldérthe relevant defaulted bonds who agreed tcelat d
restructuring and accepted new securities in ahange offer. Ecuador may also become subject te tucollect
on defaulted indebtedness. Ecuador cannot guarahtgea creditor will not be able to interfere, dbhgh an
attachment of assets, injunction, temporary rastrgiorder or otherwise, with payments made unideiNotes.

Ecuador faces challenges in its ability to accegemal financing.

Ecuador may have to rely in part on additional riiciag from the domestic and international capital
markets in order to meet its future expenses. Gikierfluctuations in Ecuador's level of InternatibReserves in
the last few years, as of December 31, 2013, latemmal Reserves (defined herein) covered 54.9%uofent
account payments. Ecuador's ability to obtain ieesources of international funding has becomesasingly
important. See "Public Sector Finances — OvervieWwiscal Policy." Since the U.S. dollar is legahder of
Ecuador, the level of International Reserves maybeacan indicator of its ability to meet currentagnt payments
as would be the case in an economy where the dslfet legal tender.

In 2008, CAIC issued a report that made a numbdindings regarding the legitimacy of Ecuador'stdeb
obligations (including the 2012 and 2030 Bonds)panticular relating to concerns involving the pakdssumption
of private debt, appropriate authorizations, sogerémmunity, and the relevant economic terms cé thebt
obligations incurred. See also "Risk Factors -kHiactors Relating to EcuadorkEcuador has defaulted on its
sovereign debt obligations in the past, in partiuts obligations under the 2012 and 2030 Bahdsollowing the
report in 2008, Ecuador defaulted on its paymeatstie 2012 and 2030 Bonds in the aggregate amasnbf
February 2009, of approximately U.S.$157 million imerest and U.S.$3,200 million in principal. Hoxee,
Ecuador did not default, and is current, on its28bnds issued in 2005. Ecuador invited holderhef2012 and
2030 Bonds to participate in two tender offers iprin2009 and November 2009 which resulted in #nader of
93.22% of the 2012 and 2030 Bonds. Given the thisib defaults, and more recently, defaults withpect to the
2012 and 2030 Bonds as a result of CAIC determittiagthe bonds were issued illegally, Ecuador n@tybe able
access external financing on favorable terms. Edhér information regarding the external debt paghrecord of
Ecuador and the history of defaults, see "PublibtBeDebt Obligations."

The ability of Ecuador to counter external shod¢k®tigh economic policy is limited.

Ecuador instituted the Dollarization Program in @0feplacing the Ecuadorian sucre with the U.Sladol
Due to the current market conditions, Ecuador mayab risk if it cannot export sufficient goods teceive
additional U.S. dollars, as it has no ability tontncurrency. In addition, due to the DollarizatiBnogram, the
ability of Ecuador and/or the Central Bank to atjosonetary policy and interest rates in order tuance
macroeconomic trends in the economy is limited. Tdt@l income from its exports and remittances setxd
outweigh the total cost of its imports. The disiops currently experienced in the financial markedse led to
reduced liquidity and increased credit risk prensuior certain market participants and have resuftedreduction
in available financing. Furthermore, by law, Ecugsl®il revenues can only be used to finance ihinature
projects and its ability to use these revenues ddress other sectors or fiscal policy in generalirsted.
Accordingly, Ecuador's ability to use the toolsmdnetary policy to correct external shocks to tbenemy may be
limited. See "Exchange Rate Information."
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USE OF PROCEEDS

The use of proceeds for public debt is limited bg Public Planning and Finance Code (defined hgerein
Under the Public Planning and Finance Code, praceégublic debt transactions may only be useditpfinance
Government programs, (2) finance infrastructurgquts that have the capacity to repay the relagdd dbligations
and (3) refinance an existing external debt obiligabn more favorable terms. The Public Planning BRimance
Code prohibits public transactions for the purpo$epaying ongoing expenses, with the exception xgfeases
related to health, education, and justice, undeegtonal circumstances as determined by the Rresiof the
Republic.

The Republic will use the proceeds of U.S.$2,000,000 of the Notes in accordance with the linotasi
of the Public Planning and Finance Code. The @taknses of this offering, including underwritdegs, will be
approximately U.S.$16,080,648.00.
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THE REPUBLIC OF ECUADOR
Territory, Population and Society

Ecuador is one of the smallest countries in SoutheAca, covering an area of approximately 99,054
square miles (256,549 square kilometers). Locatethe north-western coast of the continent, it shiar 950 mile
border with Peru to the south and the east, a 3¥8buarder with Colombia to the north, and a 1,48 coastline
to the Pacific Ocean to the west.

Ecuador encompasses a wide range of geographis angaclimates, including the Pacific coastal @ain
the Sierra (consisting of the Andean highland nejithe Oriente (characterized by the Amazoniapited rain
forest) and the Galapagos island region locatetthénPacific Ocean approximately 600 miles from ¢bast. The
Republic is traversed by the equator and lies e&gtin the north and south tropical zones. The tgisregional
climates vary depending on altitude. The climatetrigpical in the Pacific coastal plains and the ebte,
predominantly temperate in the Sierra, and maritimte Galapagos.

There has not been a major natural disaster indérusince a series of earthquakes in 1987. However
Ecuador is located in an active seismic area wtiereisk of an earthquake or tremors is high. Houalso has
several active volcanoes, some of which have shipereased activity in the past several years. Wheocurs, the
irregular 'El Nifio' climatic phenomenon has causedivy rains, landslides, widespread flooding antteho
temperatures across Ecuador. In 2012, forest dicesrred in many areas of Ecuador. The Pichimebaince on
the outskirts of Quito was particularly affected.

In November 2011, the Republic published ltley de Fomento Ambiental y Optimizacion de los Resu
del Estadq("Environmental Improvement and State Resourcesn@iy#tion Law") to strengthen the environmental
regulatory framework of the country. The law imtuged new pollution and plastic bottle taxes amdeiased taxes
on cigarettes and alcoholic beverages.

On October 26, 1998, Ecuador and Peru signed a redrapsive peace agreement that ended a long-
standing territorial dispute concerning territomythe Oriente region. Although the territorial it spanned more
than a century, the treaty ended multiple hostileoeinters between the two governments over theseoair the
previous four years. As a result of this treatye two countries presented joint plans for the dgwelent of
infrastructure and commerce in the border region.

On March 1, 2008, Colombian forces raided a camih®Fuerzas Armadas Revolucionaride Colombia
("Revolutionary Armed Forces of Colombia" or "FARY; which was located in Ecuadorian territory. Thes to
the death of FARC's leader, Raul Reyes. Despiteedurief tensions that resulted in the end of diltic relations
with Colombia, the restoration of diplomatic reteits between both countries was announced in Noveail2010
by the presidents of Ecuador and Colombia, Rafamlrda and Juan Manuel Santos respectively, dufieg t
UNASUR summit in Guyana.

According to the 2010 census conducted by Itigituto Nacional de Estadistica y Ceng@hlational
Institute of Statistics” or "INEC"), the total pdption of Ecuador is approximately 15.7 million. gypximately
50.2% of the population live in the Pacific coagitdins, 44.5% live in the Andean highlands, 5.1thie Oriente
and 0.2% in the Galapagos Islands. From 2001 t6 #@4 population grew at an average annual ra1e98b, down
from 2.05% between 1990 and 2001. Approximatelyp®3of the population is urban. Guayaquil, whicloisated
on the coast, is the largest city with 2.4 milliminabitants. Quito, the country's capital, has putetion of 2.2
million and is located in the highlands at 2,85Qam& above sea level. Cuenca is the third larggstvith 505,585
inhabitants, and is also located in the Andeanlaigts. Spanish is the official language, while Qeand Shuar
are considered official languages for intercultueddtions.

Historically, Ecuador has been a Catholic couaimyg while the country remains predominantly Catholi
evangelical Christianity has become increasingiyupar.
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The following chart sets forth certain demograpifiaracteristics for Ecuador in the time periodcejea:

Demographic Characteristics

2009 2010 2011 2012 2013
Total population (million)..... 14.7 15.0 15.3 15.5 15.7
Female (%) .....cccovenen. . 50.8 50.8 50.8 50.8 9.74
MaUE (90) eveereierieie et 49.2 49.2 49.2 49.2 50.3
Urban (%) ...oocvevierieiieee e 62.6 62.7 62.7 63.2 63.6
RUFAI (0) <.ttt 374 37.3 37.3 36.8 36.4
Functional age group: (%)
Child (0—14) ...ccvieieieeeee e 313 31.0 30.6 30.3 31.8
Adult (15-64) . 62.7 62.9 63.1 63.3 462
Elderly (B54).....cciiiiiiiiiiiieiieie s ecee e 6.1 6.2 6.3 6.4 5.8
Demographic Indicators
Average Annual Growth (%) .....c.eeeeeeoeermmmmeeeeeennes 1.7 2.0 2.0 13 1.3
Birth Rate (per thousand) 22.1 21.8 215 19.6 n/a
Infant Mortality Rate (per 1,000 live births) ............. 25.3 24.8 24.1 23.3 n/a
Fertility Rate (per woman) ............oocuveeaceveeeeeeennnns 2.7 2.7 2.6 2.4 2.6
Average Life Expectancy(age
Female 78.4 78.6 78.9 .0r9 78.3
Male......... 725 72.8 73.1 73.2 72.9
Overall 75.4 75.6 75.9 975 76.0

Source: Based on INEC data as of December 31,.2018formation identified as "n/a" was not availabas of the date of this Offering
Circular.

The following table sets forth certain comparatiaérmation for Ecuador in 2013 relative to certain
countries:

Selected Comparative Social Statistics
As of December 31, 2013

United

Ecuador Bolivia Paraguay  Honduras  Guatemala  Costa Rica States
Average life expectancy................... 76.0 68.2 76.6 70.81 715 78.1 78.6
Adult literacy rate.........cccocververvrrienns 93.3% 91.2% 93.9% 85.1% 75.9% 96.3% 99.0%
Expected years of schooling............ 14 14 12 12 11 14 18
Population below the poverty line.... 25.5% 49.6% 34.7% 60.0% 54% 24.8% 15.1%

Source: Ecuador data based on INEC projectionsfd3ezember 31, 2013, remaining country data baseworld Bank data as of December
31, 2013.
(1) In Ecuador, as of December 2013, the povemg Wias US$78.10/month, per person.

Historical Background

Until 1553, what is now Ecuador formed part of the northerralfenpire. Under Spanish rule, Ecuador
became a seat of the Spanish colonial governmetriéB and part of the Viceroyalty of New Granadaii7. The
territories of the Viceroyalty (New Granada (Colda)b Venezuela and Quito) gained their independdrete/een
1819 and 1822 and formed a federation known as @@ombia. Quito withdrew from the Gran Colombia
federation in 1830, and formed what was then knawithe "Republic of the Equator."

The next 150 years were marked by domestic palitinstability and international border conflicts.
Particularly, after the withdrawal from Gran ColombEcuador saw a power struggle between conseegfiom
Quito and liberals from Guayaquil. Internationalbetween 1904 and 1942, Ecuador lost territories geries of
conflicts with its neighbors, including a war wigteru in 1941.

After World War Il, Ecuador saw periods of demouratule juxtaposed with military dictatorships.
Despite this instability, Ecuador's banana indubtsgmed in the 1950s as it became one of the laeggorters of
the fruit in the world. In the 1970s the discovedynew petroleum fields in the eastern provingesdformed
Ecuador into a producer of oil and made oil the ubdip's most important export commodity. The ris®il exports
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fuelled economic growth and brought sharp incredasespending and employment, financed mainly byemsl
borrowing and oil revenues.

Although Ecuador marked 25 years of civilian goaerte in 2004, the period was marred by political
instability. Protests in Quito contributed to thélfterm ouster of three of Ecuador's last four deratically elected
Presidents. In 2006, current president Rafaelé@onas elected with 56.67% of the vote. Undermdisinistration,
which began in January 2007, voters approved aamstitution (the "2008 Constitution"), Ecuador@it? since
gaining independence. President Correa was reeléctgeneral elections held in February 2013 Wwittil7% of
the vote. President Correa holds the highest apprating in South America at 84%.

Form of Government

Ecuador is a republic, with powers divided among fbranches of government: executive, legislative,
judicial, transparency and social control, and teled branches. The Constitution provides for caorent four-year
terms of office for the President, Vice Presidamig members of the National Assembly. Presiderddegislators
may be re-elected immediately. Citizens must Heaatt 16 years of age to vote.

The President is the head of Government and heatat, and is elected by direct popular vote ffoua-
year term. The 2008 Constitution implemented piergial term limits so that after the first fourayeterm, the
president has only one opportunity for re-electionless the 2008 Constitution is amended to netljatge term
limit requirements. The President's duties incltitee enforcement of the Constitution, the defimitmf economic,
trade and foreign policy, and the enforcement ahestic law and order. The President is also Conderaim-
Chief of the armed forces and appoints Ministerd b@ads the Government's cabinet. President Coamea into
office in January 2007 under the previous Condtitytand is currently serving his second term uritier new
Constitution, after being re-elected in generattdas held in February 2013.

The 2008 Constitution establishes a single chambgonal assembly elected through direct populde vo
for a four-year period (the "National Assembly he National Assembly has 137 representativesshidh 15 are
elected at the national level, two are electedppevince, one additional provincial representafiveevery 200,000
inhabitants above 150,000 per province threshaid,six for Ecuadorians living abroad.

In the most recent legislative elections held obrkary 2013, Alianza PAIS, President Correa's party
increased its control over the National Assemblthve total of 100 seats. The newly founded rightgaparty,
Creando Oportunidadesvon 11 seats and became the National Assemhblgedt minority party. Several parties,
such as PSC-Madera de Guerrero and MPD-Pachalartikefi alliances to gain 6 and 5 seats in the Nalion
Assembly, respectively.

The following table shows the current compositiéthe National Assembly:

Legislative Assembly
Composition by Political Party

Political Party Number of Members
Alianza PAIS 100

CREO 9
PSC-Madera de Guerrero 7
MPD-Pachakutik 5

PSP 4

Avanza 5

Others 7

Total 137

Source:National Assembly of Republic of Ecuador
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Ecuador is administratively divided into 24 prowscand 222 municipalities. Each province is gosérn
by a prefect who is popularly elected. The Governimalso designates a governor for each provine¢ th
coordinates and administers the initiatives of @@vernment; while mayors, who are elected by paputde,
govern municipalities. Each of the 24 provinces agmpularly elected provincial council headed hyrefect. A
municipal council is responsible for the governmeintach municipality. All provincial and municipafficials are
popularly elected to four-year terms. In the m@stent municipal elections, held on February 2GBhdidates
from Alianza PAIS lost mayoral elections in Ecudsldnree major cities of Quito, Cuenca, and Guayaqu

The judicial system consists of th@orte Nacional de Justicig"National Court of Justice")Cortes
Provinciales de Justicia("Provincial Courts of Justice"); antribunales y Juzgados de Justici@First Instance
Courts "). The National Court of Justice is commpbsé 21 judges appointed by tl@onsejo de la Judicatura
("Judiciary Council”), which is in charge of regtitey, administering and auditing the judicial branc The
Judiciary Council is comprised of nine standing rhers with their respective alternates, who perfthair duties
for a six-year term of office and cannot be readct The designation of the standing members ofltikciary
Council and their alternates takes place by a cdithe merit-based examination process, subjectitizen
oversight.

In addition, the 2008 Constitution recognizes thagibility for indigenous communities to exercibeit
judicial authority in accordance with their traditiand their own sets of rules. The exercise af dhithority must
comply, and must not conflict with, the rights gmtth by the Constitution and by international ties: ratified by
the Republic of Ecuador.

The 2008 Constitution also creates two additiomahbhes of government.a Funcién de Transparencia

y Control Social(the "Transparency and Social Control Branch")intended to serve as the auditor of the
Government and of private entities that contribtdethe Republic's general welfare. It is comprisddthe
Contraloria General del Estadfhe "Office of the Comptroller General"), t@®nsejo de Participacion Ciudadana
y Control Social(the "Counsel of Citizen Participation and Socian€ol"), various superintendent organizations
including theSuperintendencia de Banc@'Superintendent of Banks"), and tBefensoria del Pueblfihe "Public
Defender”). The Counsel of Citizen ParticipationdaSocial Control appoints the chief executive atle
superintendent organization, Office of the ComperoGeneral, the Public Defender and the Attornen&al. It is
also the entity principally responsible for corioptinvestigations and establishing citizens' cottees for public
consultation prior to the enactment of laws accaydio the 2008 Constitution. The purpose of theifeens'
committees is to increase citizen participation andlvement in the democratic process and creatsfmrmed
population who perform an active role in the enaattof laws.

The purpose of thEuncién Electoral(the "Electoral Branch" ) is to provide oversidbot the Republic's
political parties and elections. The Electoral igta is comprised of th€onsejo Nacional Electoral'National
Electoral Council" ) and thdribunal Contencioso Electoralthe "Electoral Dispute Settlement Court" ). The
National Electoral Council organizes and oversdestiens to ensure transparency and compliance elihtion
law, supervises the activities of political partiasd establishes a civil registry. The Elect@upute Settlement
Court hears and resolves, among others thingsutéispegarding campaign finance violations andese#tlection
results appeals.

Memberships in International Organizations and Intenational Relations

International Organizations

Ecuador has diplomatic relations with approximatél countries, and is a member of a number of
international organizations, some of which inclutle United Nations, Organization of the Petroleurpdgting
Countries ("OPEC"), the Organization of Americaat8¢ ("OAS"), the World Health Organization ("WTQand
the Union of South American Nations ("UNASUR").

In 2007, Ecuador rejoined OPEC as a full member difteen years of absence, having left due to OBE

membership fee and its increase in production guofehe Republic decided to rejoin OPEC due to fitsnef the
global producer network and the access to infolmnatiat OPEC provides to its members.
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In July 2, 2009, President Correa issued a deaekudng that Ecuador was terminating its agreerasrd
member of the International Centre for Settlemédningestment Disputes ("ICSID"). The decree stateat the
ICSID convention violated principles of sovereigetyshrined in Article 422 of Ecuador's 2008 Coustin, which
provides the rules for sovereign submission toteation proceedings. Notwithstanding the foregopiaguador is a
member of UNCITRAL and is still subject to the Ne&terk Convention on the Recognition and Enforcenant
Foreign Arbitral Awards of 1958.

Ecuador continues to be a member of both the latemal Monetary Fund and the World Bank. While it
no longer borrows from the International Monetanné, the World Bank has provided several receneptdevel
financing for projects in infrastructure, irrigatiotransport and sanitation. These projects irelihé Chimborazo
Development Investment project in 2007 and the gMietro line project in 2012. See "The EcuadoEaonomy—
Strategic Sectors — Transportation.”

Treaties and Other Bilateral Relationships

Ecuador is party to bilateral investment treatiéh wrgentina, Bolivia, Canada, Chile, China, CoRiaa,
France, Germany, Spain, Italy, the Netherlandg,FRussia, Spain, Sweden, Switzerland, the Uniteddom, the
United States, and Venezuela. Bilateral investrireaties with the following countries have eitheen terminated
or expired: Cuba, the Dominican Republic, El Satrad-inland, Guatemala, Honduras, Nicaragua, Pasagu
Romania, and Uruguay.

Regional Organizations

Ecuador also maintains close ties with most ofi@igihboring countries and participates in severgianal
arrangements to promote trade, investment and cesviAs a member of the Latin American Integration
Association ("ALADI"), a regional external tradesasiation, Ecuador and the other signatories (AfganBolivia,
Brazil, Chile, Colombia, Cuba, Ecuador, Mexico, &aa, Paraguay, Peru, Uruguay and Venezuela) harkea/to
remove regional trade restrictions among membdomsat Ecuador also forms part of tBemunidad Andina de
Naciones("Community of Andean Nations") along with ColompReru and Bolivia. Among the organization's
greatest achievements is the free flow of merclsEndif Andean origin and the free mobility of membtate
citizens. Ecuador is also a member of féanza Bolivariana para los Pueblos de nuestra Aczé Latina
("ALBA") along with Venezuela, Bolivia, Cuba, andher Caribbean nations. In February 2012, ALBA rbers
signed an agreement to createespacio de interdependencia,shared economic development zone between all
members. Ecuador is also linked to Mercosur (cisedrof Argentina, Brazil, Paraguay, Uruguay andéziela),
as an associate member and has been invited toijpate as a full member and is a membeCofporacion Andina
de Fomentd"CAF"), who has helped Ecuador finance severaidportation and infrastructure projects.

In 2008, Ecuador, along with eleven other natioligéntina, Bolivia, Brazil, Colombia, Chile, Guyana
Paraguay, Peru, Uruguay, Venezuela and Surinanggjedi a treaty establishing th@nién de Naciones
Suramericanag'Union of South American Nations" or "UNASUR"). &lorganization's General Secretariat has its
permanent headquarters in the city of Quito, witdd>arliament will be located in the Bolivian citf Cochabamba.
In 2010, Ecuador formed part of t@™munidad de Estados Latinoamericanos y Caribgfidemmunity of Latin
American and Caribbean States" or "CELAC"). CELA@motes the integration and development of Latin
American nations.

Ecuador is a member of the United Nations Conventia Narcotic Drugs. Since 1990 tk@onsejo
Nacional de Control de Sustancias Estupefacientd2sigotrépicas(the "National Counsel for the Control of
Narcotics and Psychotropic Drugs" or "CONSEP") dagated policy against drug trafficking. In Judp13,
pursuant to CONSEP's recommendation to decreas#li¢tiiemarket for narcotics, the Ecuadorian penable was
reformed to decriminalize certain amounts of naecsptincluding marijuana and cocaine. In the sammnth,
Ecuador unilaterally rejected further benefits frqureferential tariff program provided by the Unit&tates
government under the Andean Trade Promotion andy Bradication Act (the "ATP-DEA"). These benefits
bestowed preferential treatment to certain Ecuadoproducts in exchange for the Republic's effiortisombating
drug trafficking in Ecuador. The rejection of ttegiff program ends tax-free treatment of approxehat).S.$223
million worth of goods exported by Ecuador into theéS. per year. The rejection of the ATP-DEA bésehs well
as the penal code reforms, reflect a change indesigapproach towards narcotics. According to GER, this
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change is a policy that "criminalizes the drug, jmdtects the rights of the addict." The policfleets the guideline
set by Article 364 of the 2008 Constitution, whidbfines addiction as a public health problem amdestthat
addicts must not be criminalized nor suffer animgement of their rights due to their addictions.

THE ECUADORIAN ECONOMY
Gross Domestic Product

In 2007, when President Correa took office, GD&agat a rate of approximately 2.2%. The balanchef
Republic's foreign debt was U.S.$10.6 billion, whigas approximately 20.8% of the GDP, and represkat4.1%
increase from 2006. In 2007, President Correa mepan economic reform plan, which focused on thteiloution
of national wealth, energy self-sufficiency, sodaturity and food security among others.

Ecuador's economy grew at a rate of 6.4% in reahs in 2008. The balance of foreign debt was
U.S.$10.09 billion, which was approximately 16.3%GDP. As of December 31, 2008, freely disposabkerves
amounted to U.S.$4.5 billion. The average annuakpattributed to Ecuadorian crude oil was U.S.88&r barrel
in 2008. The average rate of inflation in 2008 ®¥&9%6.

During 2009, Ecuador's economy grew by 0.6% ihtexans, despite the international financial crisithe
nation's foreign debt decreased by 26.7%, to U.8.Billion, which represented 11.8% of GDP. Thesitase was
in part due to the default and subsequent tendethi® 2012 and 2030 bonds. The average price lofvas
U.S.$52.6 per barrel. Average inflation that yeasw.3%.

In 2010, Ecuador's GDP grew by 3.5% in real tertmspsted primarily by an increase in private
consumption and gross fixed capital formation, 7.@%@ 10.2%, respectively. The average price ofwabk
U.S.$71.9 per barrel. Oil production decrease@.6%6 due to the prolonged renegotiation of oildiebntracts and
the closing of the Esmeraldas refinery for mainteea while non-oil related sectors grew by 4.5%nessing a
recovery in the majority of other industries andibess areas. Foreign debt increased to U.S.$8l®n primarily
due to two loans, one from the China DevelopmenikBand the other from the Export-Import Bank of zhto
finance the Coca Codo Sinclair project, see "EctiaddEconomy — Strategic Sectors of the EconomyetEtity
and Water." In 2010 foreign debt accounted fo6%20of GDP and average inflation for the year wa8:3.

In 2011, the economy grew by 7.8% in real terms, gacond-highest growth rate in the last decade; th
highest growth being 8.2% in 2004. Foreign debthed U.S.$10.06 billion, primarily due to a sectoah with
the China Development Bank in the amount of U.®ibn. This total external debt amount represeint2.6% of
GDP, while average inflation for the year was 5.4%.

In 2012 the economy of Ecuador grew by 5.1% in teahs, which was mainly driven by an increase in
fixed capital formation and private consumption,0P4 and 4.3% respectively. Gross fixed capital faion in
2012 increased, in real terms, by U.S.$1.67 billthre to the various infrastructure projects andlipuector
investments undertaken by Ecuador in that year. nfire information, see "The Ecuadorian Economyrat&gic
Sectors of the Economy — Electricity and Water.breffign debt reached U.S.$10.87 billion, which repreéed
12.4% of GDP.

In 2013 the economy of Ecuador grew by 4.5%, whiels mainly driven by continued increases in fixed
capital formation and private consumption, whicbr@ased by 6.6% and 3.4% respectively. Foreign etched
U.S.$12.92 billion, which represented 13.8% of GDP.

Real and Nominal GDP
(in millions of US dollars, except percentages)

For the Year Ended December 31,

2009 2010 2011 2012 2013
Real GDP (in millions of U.S.$).......cccoivmviiiiiiiiiininiee 54,558 56,481 60,883 64,010 66,879
Real GDP growth ..........cccooiciiiiiiiiiemee e 0.6% 3.5% 7.8% 5.1% 4.5%
NOMINAI GDP.......ooiiiiiiiiiieie et eere e 62,520 69,555 79,780 87,499 93,746

28



Source: Based on figures from Central Bank April20/onthly Bulletin (Table 431)

Nominal GDP by Economic Sectof”
(in millions of U.S. dollars, except for percentape

For the Year Ended December 31,

% of % of % of % of % of

2009 GDP 2010 GDP 2011 GDP 2012 GDP 2013 GDP
Manufacturing 7,699 12.31% 8,602 12.37% 9,654 Q%1 10,420 11.91% 11,138 11.88%
Construction 5,928 9.48% 6,501 9.35% 8,347 10.46% ,833® 11.24% 10,715 11.43%
Petroleum 4,916 7.86% 7,407  10.65% 9.429 11.82% 10,266  11.73%9,933 11.66%
Trade (commerce) 6,524  10.43% 7,241 10.41% 8,201 10.28% 8,711 9.969%0,275 9.89%
Agriculture 5,572 8.91% 6,071 8.73% 6,719 8.42% 938, 7.92% 7,416 7.91%
Community services 5,185 8.29% 5,750 8.27% 6,336 7.94% 7,170 8.19% 197,8 8.34%
Government Services (Public 4,237 6.78% 4,539 6.53% 4,967 6.23% 5,708 6.52% 99,0 6.51%
Defense and Social Security
Administration)
Professional and Technical 3,727 5.96% 4,302 6.18% 4,686 5.87% 5,179 5.92% 105,6 5.98%
Administration
Transportation 3,548 5.68% 3,700 5.32% 4,059 5.09% 4,586 5.24% 4,899 5.23%
Finance and insurance 1,714 2.74% 1,948 2.80% 92,31 2.91% 2,558 2.92% 2,624 2.80%
Telecommunications 1,554 2.49% 1,682 2.42% 1,841 .319 1,964 2.24% 2,111 2.25%
Electricity and water 542 0.87% 754 1.08% 999 %25 1,066 1.22% 1,104 1.18%
Shrimp 240 0.38% 298 0.43% 376 0.47% 428 0.49% 523 0.56%
Mining 204 0.33% 169 0.24% 193 0.24% 214 0.24% 239 0.26%
Others® 10,930 17.48% 10,592 15.23% 11,652 14.61% 12,464 14.24% 13,241 14.12%
Total GDP 62,520 100% 69,555 100% 79,780 100% 87,499 100% 93,746 100%

Source: Based on information from Central Bank
(1) Table measures gross value added by economic sertarorresponding percentage of Nominal GDP
(2) Includes fishing, petroleum refining, hospitalitydefood services, domestic services, and othereziesrof GDP
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The following table sets forth Ecuador's real GD&wgh by expenditure as a percentage of total G

growth for the periods presented.

Real GDP and Expenditure Growth

(Percentage change from previous comparable pbesedd on 2007 prices)

For the Year Ended December 31,

2009 2010 2011 2012 2013

Real GDP Growth 0.6 35 7.8 5.1 45
Import of goods & serviced 9.9 14.8 3.9 1.9 4.2
Total Supply of Goods & Services -2.0 6.1 6.8 4.4 4.4
Public Sector Consumption 11.6 4.4 4.8 7.6 4.3
Private Consumption -1.0 7.7 5.9 4.3 34
Gross Fixed Capital Formation -3.6 10.2 16.1 110 .6 6
Exports of goods and services -4.8 0.2 4.6 2.7 4.5
Total Final Demand -2.0 6.1 6.8 4.4 4.4

Source: Based on figures from Central Bank April20/onthly Bulletin (Table 431)
(1) Corresponds to figures from "Real GDP by Expendittable

The following table sets forth Ecuador's per ca@iP statistics for the years indicated.

Per Capita GDP
For the Year Ended December 31,

2009 2010 2011 2012 2013
Per capita Nominal GDP
current U.S.9) 4,242 4,633 5,226 5,637 5,943
Per capita Real GDP 3,702 3,762 3,088 4,124 4,240
Population (in 14,738 15,012 15,266 15,520 15,775

thousandsy

Source: Based on figures from Central Bank April20/onthly Bulletin (Table 431)
(1) Population figures correspond to projected fegn figures from 2010 census

The following table sets forth the real GDP growthexpenditure for the periods indicated.

Real GDP by Expenditure

(in millions of dollars)

For the Year Ended December 31,

2009 2010 2011 2012 2013

Consumption

Public Sector Consumption............cccc.oceeeees 6,910.3 7,213.5 7,562.6 8,139.7 8,486.4

Private Consumption...........ccccccvevevvrnnenne 34,648.4 37,320.6 39,539.0 41,234.7 42,629.2

Total Consumption ..........ccccevevvevresimmmens. 41,558.7 44,534.1 47,101.6 49,374.4 H[AE1
Gross Investment

Gross Fixed Capital Formation ...............cc.... 11,843.3 13,050.1 15,152.5 16,818,2 17,922.9

Change in Inventory...........ccccooveviveiceeenen. 1,304.7 1,473.1 1,189.9 294.0 367.4
Exports of goods and servi€s 15,970.5 15,932.6 68,6 17,107.9 17,884.5
Imports of goods and servicgs. 16,119.4 18,508.0 18,22 19,584.9 20,410.8
Real GDP ......cccviiiiiieice e 54,558 56,481 60,883 64,010 888,

Source: Based on figures from Central Bank April20/onthly Bulletin (Table 431)

(1) The exports and imports figures in this chart adpisted for inflation and reflect the contributiohexports and imports to
GDP. They differ from the nominal exports and impadn the "Balance of Payments" table and standeakxports and imports

tables in the "Exports-(FOB)" and "Imports-(CIRjbtes in this Offering Circular.
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Economic and Social Policies

Since taking office in 2007, President Correa hasghkt to reform certain aspects of the Ecuadorian
economy in order to comply with constitutional mates. Certain reforms were undertaken as legislatioposals,
which require the National Assembly's approval.etfeforms were undertaken by the executive bramchdo not
require legislative approval. The reforms wereststent with the Correa administration's objectigepromote
economic growth, while reducing poverty and inegyalnd fostering social progress. Below is bdekcription of
the most relevant major economic and financialmrafmitiatives of the past five years.

The 2008 Constitution

Upon taking office, President Correa believed théatitizen's revolution” was necessary to rectiéars of
corruption, especially in regards to economic amarfcial matters. To do so, President Correa ddite a
referendum to write a new constitution, which wppraved by the electorate and the National Assemibhe 2008
Constitution provided the foundation for the ecomoand financial reform initiatives of the pastdiyears.

One of the most important objectives of the 2008sitution was to grant control over the CentrahB#o
the executive branch. Section 6, Article 302 & #0908 Constitution states that "the drafting oinetary, credit,
foreign exchange and financial policies is the esicle power of the executive branch and shall bglémented
through the Central Bank" hence limiting the autogoand authority of the Central Bank for the pumpad
effective implementation of reforms by the execatiranch and its agencies.

Another relevant reform embedded in the Constituithe creation of a debt and finance committee (
"Debt and Finance Committee"), tasked with evahgatind approving issuances or incurrence of soyeréebt.
The Debt and Finance Committee is comprised ofRfesident or his delegate, the Minister of Finaocéhis
delegate, and the National Secretary of Plannimg@evelopment or his delegate. The sub-secretacharge of
public debt acts as the secretary for the commitee "Public Debt — General." Other importanomefs include
the establishment of limitations on the proceedpudflic borrowing (Article 289) (See "Public DebtGeneral"),
the establishment of presidential term limits (&lgi144) (See "The Republic of Ecuador - Form of&oment"),
the requirement of an evaluation structure for polic program in conjunction with the National Répment
Plan (Article 297), and the establishment of a Isingaster account in the Central Bank (t&uénta Unica del
Tesord) for the administration of the general budget (Aeti299). In May 2011, certain amendments to th@820
Constitution were approved by popular referenduithe most debated amendments included the change to
Judiciary Council to its current make up (see "TRepublic of Ecuador - Form of Government"), and the
prohibition of media owners to own stock in non-maectbmpanies.

Budget Reforms

Enacted in April 2008, théey Organica para la Recuperacion del Uso de losures Petroleros del
Estado y Racionalizacion Administrativa de los Rrsms de Endeudamient@Law for the Recovery of the Use of
Oil Resources of the State and Administrative Retdiigation of Indebtedness" or "LOREYTF") repladécuador’s
then existing budget and transparency regulatioffse objectives of the law were (i) to enhancetthasparency
and flexibility of the budget process by prioritigi investments and improving the management of Gowvent
resources and (ii) to terminate any distributiorbofigeted amounts based on predetermined usesafrces. To
achieve those objectives, the LOREYTF eliminatezlGnenta Especial de Reactivacion Productiva y Sodél
Desarrolo Cientifico-Tecnoldgico y de Estabilizatidriscal (CEREPS) ("Scientific-Technological and Fiscal
Stability Social and Productive Reactivation Spkediecount” or "CEREPS"). Also, pursuant to Arti89 of the
2008 Constitution, LOREYTF established tBaenta Unica del Tesore a single Central Bank master account for
the management of Ecuador's resources. Qrenta Unica del Tesons comprised of various sub-accounts where
amounts are allocated according to functional psepo These sub-accounts include a social searigunt,
accounts for public companies, a public bankingoant, and accounts for municipal and provincial gqovnents
(the "Autonomous Decentralized Governments"). Thelget and transparency regulations established in
LOREYTF were subsequently codified and supersegetidPublic Planning and Finance Code (definedvagel
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Bank Supervision

Enacted in December 2008, they de Creacion de la Red de Seguridad Finandi&famancial Safety Net
Law") created a regulatory framework for Ecuadbésking sector. The objectives of the law werettengithen the
supervision of the financial sector, create a tiyi fund and a deposit insurance system for theefieof the
Ecuadorian banks and financial institutions, andcestablish clear mechanisms for bank dissolutioRer more
information on this law, see "Monetary System —alicial Sector."

Tax Reforms

Enacted in December 2008, they Reformatoria a la Ley de Régimen Tributariceinb y a la Ley
Reformatoria para la Equidad Tributaria del Ecuad@Reform Act to the Internal Tax Regime Law ane th
Reform Act for Tax Equity in Ecuador") reformed tbgisting tax system by improving the mechanismsvhich
the Government collects tax revenues. The objestof the law were to reduce tax evasion, impravectiand
progressive taxation, increase the tax base, andrgie adequate incentives for investment in ecamautivity.
For more information on these laws and other téormes see "Public Sector Finances —Taxation andoths"

Mining Law

Enacted in January 2009, tHeey Minera ("Mining Law") created norms for the exercise ofeth
Government's rights to manage and control theegfi@imining sector. The objective of this law viaestablish a
sustainable and efficient administrative systengdoern the relationship between the Governmentdurdestic,
foreign, public, or private individuals or legaltiies involved in mining activities. Consequentlige Mining Law
contains provisions regarding the attainment, puag®n, and termination of mining rights and thexfprmance of
mining activities. Specifically, the Mining Laweaites administrative agencies for the regulatiopessision and
scientific investigation of the mining sector, sepgecific geographic limits for mining activitiesieates rules for
public bids for concessions, and creates rulegdocession and service contracts. Oil and othdrdmarbons are
exempt from this law.

On June 13, 2013, the National Assembly passedna@ndment to the Mining Law, imposing an 8%
ceiling on previously open-ended royalties, stréaimy the permits required for mining, and elimingt windfall
taxes for companies until they have recouped thegstments. For more information on the MiningM,.@ee "The
Ecuadorian Economy-Strategic Sectors of the Econdvining.”

Public Corporations Law

Enacted in October 2009, they Organica de Empresas Publicé®ublic Corporations Law") created
economic, administrative, financial and manageneentrol mechanisms for public companies in accordamith
the 2008 Constitution. The objectives of the lagrevto regulate the formations, mergers, and lafiods of public
companies outside the financial sector and thatat@en Ecuador or abroad. To achieve those abgstthe
Public Corporations Law:

» determines the procedures for the formation of ipudnhterprises that are required to manage st@tegi
sectors of the Ecuadorian economy;

» establishes the means to guarantee that the getl®rsh by the Government are met by public
companies, in accordance with the guidelines settHgySistema Nacional Descentralizado de
Planificacion Participativa"National Decentralized System of Participativarifling");

* regulates the economic, financial, and administeatutonomy of public companies, in accordance
with the principles and norms of the Constitutiom ather applicable laws; and

e encourages the integral, sustainable and deceaetadievelopment of the Republic by requiring public
companies to take socio-environmental and techidbgipdate variables into account in their cost
and production processes.
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Renegotiation of Oilfield Contracts

Enacted in July 2010, the reform to they de Hidrocarburog"Hydrocarbons Law") replaced the old
system of oil revenue profit sharing contracts veithew contract system whereby the Republic owingroduction
in its entirety, benefiting from all revenue wintidathat result from price increases. The objegiof the reform
were to abide by Article 1, 317, and 408 of the@Qnstitution, which state that natural resoursash as oil, are
part of the national heritage of Ecuador and that&overnment shall earn profits from the expla@taof these
resources, in an amount that is no less than tbétgprearned by the company producing them. Uritier
renegotiated contracts, contractor's fees are lesttati in accordance with the level and types ofkw@nd services
to be performed, production costs, and a reasorabli@ margin in relation to the level of risk. nder the old
system, the Republic taxed between 17% and 27%edfirst $15 to $17 in revenue for each barrel salthder the
new system, the Republic taxes up to 80% of themes in each barrel sold. For more informationttosm
Hydrocarbons Law, see "Strategic Sectors of thenBery — Oil Sector.” A number of oil companies haued
Ecuador in connection with the modification of thedntracts resulting from the reform of the Hydrdmons Law.
See "Legal Proceedings -Windfall Profits Tax Litiga."

Public Planning and Finance Code

Enacted in October 2010, tl&ddigo Organico de Planificacidon y Finanzas Pubsi¢@Public Planning
and Finance Code") created a new financial regnjagstem pursuant to the 2008 Constitution. Thieatives of
the law, among others, were to develop and coatelinational and regional governmental planningrauize the
rights of citizens through equitable resource a@tmn and increased citizen participation in fragnpublic policy,
and strengthen national sovereignty and Latin Acaeriintegration through public policy decisionso dchieve
those objectives, the Public Planning and FinarmgeC

» allows for more flexibility for the Ministry of Fiance to reallocate and reassign expenditures up
to 15% of the approved Government budget withoatpttior approval of the National Assembly;

» sets an explicit total public debt ceiling of 40% @DP including Central Government, non-
financial public sector and Autonomous Decentraliz&overnments (see "Public Debt —
General");

« allows the Ministry of Finance to issuertificados de Tesorerifé'short-term treasury notes" or
"CETES"), at its discretion, without having to ungie the same approval process required for
long-term internal and external sovereign debt;

» allows for the establishment of citizens' commatém financial public policy consultations;

» determines that all excess cash not spent durfigga year will be accounted for as initial cash
for the following fiscal year; and

» establishes the functions and responsibilitieshef Debt and Finance Committ¢8ee "Public

Debt — General").

Both the Republic and the Autonomous Decentrali@wernments are subject to this law. For more
information on the Public Planning and Finance Csée "Public Sector Finances — Fiscal Policy."

Production Code

Enacted in December 2010, th@digo Organico de la ProducciéfiProduction Code") was created to
stimulate investment and increase the productiogooid and services. The objective of this law weasreate fair
guidelines that would balance workers' rights witionomic incentives for investors. To achieve digéective, the
Production Code:

e provides guidelines for th€onsejo Nacional de Salario@National Council on Wages") to
consider in setting the minimum wage;

» provides guidelines for foreign investments andines the rights of foreign investors; and

e creates tax incentives for investors, including % Beduction on capital gains tax and the
elimination of up-front taxes on any new investment
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Law for Market Power Control and Regulation

Enacted in October 2011, they Organica de Regulacién y Control del Poder derdddo ("Law for
Market Power Control and Regulation") was createdwoid, reform and penalize the abuse of marketepo The
objectives of the law were to prevent, prohibit grehalize collusive deals and other restrictivecticas; control
and regulate economic concentration operations; egtent, prohibit and penalize disloyal practictsereby
seeking market efficiency as well as individual aotlective well-being.

Environmental | mprovement and State Resources Optimization Law

Enacted in November 2011, the Environmental Impnoxet and State Resources Optimization Law
strengthened the environmental regulatory framewbtke country. The law establishes, among others

* anincrease of thenpuesto a la Salida de Divis§4SD" or "Currency Outflow Tax"), from 2% to 5%
(for more information regarding the Currency Ouifldax see "Balance of Payments and Foreign
Trade— Foreign Trade — Trade Policy";

e ataxincrease on cigarettes and alcoholic beverage

» the creation of a two-cent tax on plastic bottey]

» the creation of a vehicle pollution tax.

Law Reforming the Financial I nstitutions Law and the Law Restructuring Financial Taxes

Enacted in March 2012, theey Reformatoria a la Ley General de InstituciodekSistema Financiero y a
la Ley de Reordenamiento en Materia Econémica emesl Tributario Financierq"Law Reforming the Financial
Institutions Law and the Restructuring FinanciakdsLaw") was created to strengthen prior legistatelated to
mutual savings and housing credit associationse dijective of the law is to incorporate the conasfpsocial
capital and the framework of economic sustainabtlit mutual savings and housing credit associatichise law
provides mutual savings and housing credit assonmwith political, economic and property rightsgromote the
social well-being of its members.

Comprehensive Law for the Regulation of Housing and Automobile Loans

Enacted in June 2012, they Organica para la Regulacion de los Créditosgafivienda y Vehiculos
("Law for the Regulation of Housing and Automobil®dns"”) was created to protect debtors in housird)y an
automobile loan transactions. The law containgipions, among others, that establish that cobdferthese loans
may only consist of the asset acquired throughdae and that the debtor of the loan may not usatyuired asset
as collateral in other loan transactions.

Comprehensive Law of Redistribution of Income for Social Expenditures

Enacted in January 2013, they Organica de Redistribucion de los Ingresos pataGasto Social
("Comprehensive Law of Redistribution of Income f8ocial Expenditures”) was created to direct economi
resources towards the financing of certain key aoekpenditures that generate economic activityor more
information on this law, which includes tax reformee "Public Sector Finances — Taxation and Custom

Law to Strengthen and Optimize the Corporate and Securities Sector

Enacted by the National Assembly in May2014, lthg Organica para el Fortalecimiento y Optimizacion
del Sector Societario y BursafilLaw to Strengthen and Optimize the Corporate 8adurities Sector") was created
to regulate the establishment and operation of riexsi firms and stock exchanges. The law createdew
regulatory agency that will be responsible for lelishing public policy for Ecuadorian stock marketsd to make
rules for their operation and control. The agewdy consist of governmentally appointed membernse of which
shall be a delegate for the President. This neula¢ory body will replace th€onsejo Nacional de Valorgthe
"National Services Commission" or "CNV") in formtiteg securities policies. The purpose of creatngew
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regulatory body was to ensure that the regulatiothis market was in the hands of public servast®pposed to
public and private individuals, as was the casé e CNV.

Further Reforms

On January 4, 2014, President Correa announcedhthatould present the National Assembly with
changes to several laws relating to Ecuador's fiahsystem. These new laws would seek to ovelgislation
from previous administrations that conflict withetleurrent Ecuadorian financial system. Changeddvimelude
giving the government greater control over finahaiatitutions that invest in international tax lem¢ and credit
markets. However, drafts of these potential refohave not publicly circulated and once publiclp@amced, are
subject to the modification and approval of theidizl Assembly.

Strategic Sectors of the Economy

Ecuador's principal economic sectors are coordihateder the Ministry of Coordination of Strategic
Sectors("Ministerio Coordinador de Sectores Estratégitos "MICSE'). MICSE supervises and coordinates the
activities of the Secretary of Water, Ministry ofl@communications, Ministry of Electricity and Rerable Energy,
and the Ministry of Non-renewable Natural Resoured®o in turn are in charge of the water, telecomitations,
electricity, and natural resources (oil and minisggtors of the economy, respectively. The Reputsinsiders
these sectors as the most important aspects e€dsomy. Consequently, public investment in trseggments has
grown at a rapid rate. In 2009, the Governmengsted U.S.$2,163 million in these strategic sectmrmpared to a
projected U.S.$6,899 million in 2013. The total meggte investment amount in the strategic sectora 2009 to
2013 was U.S.$18,945 million. The following chaets forth accumulated investment in strategicossctince
20009.

Strategic Sector Investment
(in millions of U.S.$)

2009 2010 2011 2012 2013
WALET ... e 39.8 23.0 71.6 174.0 525.9
Telecommunications 276.0 258.6 412.7 331.9 640.1
Natural Resources .................... 1,515.8 1,582.6 1,671.7 2,543.2 3,839.1
EIECHCItY ...oeeeeiiiiiieeiiiieee e 331.8 607.4 735.4 1,357.9 1,647.7
Ecuador Estratégico - - 2.61 109.7 246.1
Total INVESIMENt .....coeviveiiiiieieeiee e, 2,163 2,472 2,894 4,517 6,899

Source: MICSE Information as of December 2013. bamreflect actual investment for each year.

Strategic Ecuador Ecuador Estratégich), is the state-owned company that administersnéiastructure
projects carried out by MICSE. Its main functicare to evaluate project proposals submitted by oipatities,
administer and distribute funds towards approvegiepts, and supervise the completion and progréssach
project. According tdEcuador Estratégicothe projects with the highest priority include thlirador and Fruta del
Norte mines (see "Mining" below), and the Shushdifil field and Esmeraldas refinery (described@il Sector"
below). Financing for infrastructure projects Heeen procured through a selection process whempeting
financing offers are compared to determine theroffith the most favorable terms. The process, ttallen by
Ecuador Estratégicin consultation with the Ministry of Finance, ags a percentage value to different aspects of
an offer (price, experience of the financing entitythe type of project, and overall experienceonag others).
Projects with high levels of financing emphasize firice offered by the financing entity and assigmarge
percentage value to price. Then, competing offaes granted points depending on their qualificationThe
financing entity with the most points is then chode finance the project. Financing has also bgetured
through joint venture contracts and direct investnterough a grant of a concession and serviceactst

Oil Sector

Ecuador's oil reserves are administered directlgthye-owned oil companies Petroecuador Bmgbresa
Publica del Ecuador Petroamazonas HERPetroamazonas") and through specific servicestraots with other
Ecuadorian and foreign companies. Oil exploitatigerations are conducted under the supervisiorreguation
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of the Ministerio de Recursos Naturales no Renovallbsnistry of Non-Renewable Resources") acting tigh

the Agencia de Regulacion y Control Hidrocarburifi€tlydrocarbons Control and Regulation Agency") dhe
Secretaria de Hidrocarburos del Ecuad@Hydrocarbons Secretariat of Ecuador"). In Novemd@l12, President
Correa signed Decree 1351-A (the "Consolidationr®&t), which consolidated the operations of Petador and
Petroamazonas allocating exploration and exploitatiof hydrocarbon resources to Petroamazonas and
transportation, refining and commercialization @tigs to Petroecuador.

While oil exports have increased since 2009, thayehincreased at a lower rate than non-petroleum
sources of revenue. As a result, the percentagd odvenues with respect to GDP has declinectlation to the
percentage of GDP of non-petroleum revenues owefivl-year period since 2008. In 2013, Central&pment
oil revenues represented 5.0% of GDP and 22.9%euitr@ Government revenues and non-petroleum r&genu
represented 16.8% of GDP and 77.0% of Central Guonent revenues. For more information on Central
Government revenues, see "Public Sector Finan€@sntral Government Revenues and Expenditurestheisame
yeatr, oil revenues for the non-financial publicteecepresented 12.2% of GDP and 30.8% of non-firsmublic
sector revenues and non-petroleum revenues repees2s.0% of GDP and 60.6% of non-financial sestgenues.
For more information on revenues of the non-finahpublic sector, see "Public Sector Finances —RNoancial
Public Sector Revenues and Expenditures.” In 268@9gross value added by oil decreased to 7.9%0® as a
result of the drop in the price of oil in that yedince then, the gross added value of oil to GERdily increased
to 11.7% of GDP in 2013. For the gross added valuall economic sectors, see "The Ecuadorian Eegyne
Nominal GDP by Economic Sector Table."

Petroecuador and Petroamazonas are state-ownecdhoi@s@nd are legal entities with their own assets
and budgetary, financial, economic and administeautonomy. The Hydrocarbons Secretariat of Equila
Governmental institution under the management ®Mimistry of Non-Renewable Natural Resources, \itghown
assets and administrative, technical, economianfiral and operational autonomy. It conducts tl@agement of
non-renewable hydrocarbon resources and is taskbidexecuting activities such as the administratéwil fields
and the execution and modification of oil field t@cts. The Hydrocarbons Secretariat of Ecuadsy ptovides
technical, economic and legal support in serviggreat origination and public bidding processes.

Exploitation

Under the 2008 Constitution, all subsurface nattegaburces are property of the state, and in tke o
petroleum, following the Consolidation Decree, é@sploitation is undertaken directly by Petroamazorighe
Constitution, however, permits the Government tatiaet with the private sector for the developmehthese
natural resources.

With the reforms to the Hydrocarbons Law, enacte®010, oil revenue profit-sharing contracts were
replaced by contracts for the provision of spe@#cvices.

The reforms clearly define the public sector ofitéas' functions as follows:

» the Ministry of Non-Renewable Natural Resourceslémnts the hydrocarbon policies defined
by the nation's president;

» the Hydrocarbons Secretariat of Ecuador condu@sptiblic tender process for specific service
contracts to develop oil fields, and executes ahdiaisters such contracts;

» theAgencia de Regulacion y Control Hidrocarburifétbe "Hydrocarbon Regulation and Control
Agency") controls and oversees hydrocarbon activi@gll its phases; and

e Petroecuador and Petroamazonas are involved ineXpdoration, production, refining, and
industrialization of hydrocarbon activities, as had their internal and external marketing.

Under this new framework, Ecuador allows foreigweistment in its hydrocarbon resources, which, under
the 2008 Constitution and Hydrocarbons Law are wsieély owned by the state. In November 2010, the
Government completed its contract renegotiationth ¥areign oil companies under the Hydrocarbons Latich,
as mentioned above, replaced production-sharingeagents for private companies with a fixed perdigee for
their exploration and production activities.

36



Production
Petroleum Production

Year ended December 31,

2009 2010 2011 2012 2013
Petroleum (in thousands of barrels 486 486 500 504 526
per day
Public Compamég ........................... 102,768 109,944 130,528 133,656 144,921
Other operators...........cccceercvveennnenne 74,647 67,478 51,829 50,659 47,199
Total 177,414 177,422 182,357 184,315 192,120
Natural Gas Production (in 10,519 11,688 8,521 15,248 18,052

millions of cubic feet)

Source: Petroleum data is based on figures frontéetral Bank April 2014 Monthly Bulletin (Table}d1 Natural gas information is provided
by Petroecuador
(1) Petroecuador and Petroamazonas

Oil field crude production, including that of prigaand state-owned companies, reached 192.1 million
barrels in 2013, an amount that represented a Hheféase in relation to the 184.3 million barralsquced in 2012
(or an increase of 4.4% in barrels per day ("bpd"))

In 2013, State-owned companies were responsible7$o4% of production, while private companies
extracted 24.6%.

The vast majority (95%) of Ecuador's oil blocks &reated onshore. The most productive oil bloclkes ar
located in the northeastern part of the countryh whushufindi and Auca as two of the oldest andtrpooductive
fields. Crude oil production has increased in #s ten years with the opening of the Oleoduct@€d&los Pesados
(OCP) pipeline (see below "Transportation"), whieinoved a chokepoint on heavy crude oil transgortah the
country. Production in existing fields has levelsfdl in recent years as the result of the natueglide in the
productivity of existing blocks, particularly oldefocks such as Shushufindi, which has been inatjoer for over
forty years. In January of 2012, in order to bgostduction, Ecuador signed incremental productiomtracts with
two oil company consortiums. The Shushufindi Sobnsortium, composed of oilfield services companies
Schlumberger and KKR from the United States andeAtiga's Tecpetrol, was awarded the contract fer th
Shushufindi field. The Pardaliservices S.A. cotiaar, which comprises of Tecpetrol, Canada's Cangoergy,
Schlumberger and Ecuador's Sertecpet, will workiten Libertador-Atacapi field. These companies willest
more than $380 million to extract more than 14imillbarrels of oil over the course of 15 years.

The Republic expects production to increase sicgnifily through the development and inauguration of
new fields. In 2010, Petroamazonas began produdtiothe Pafiacocha field in the Ecuadorian Amazon.
November 28, 2012, President Correa officially lzhed the 11th round of tenders for oil exploratdnhirteen oil
blocks in southeast Ecuador. Ecuador earmarkee thdelitional fields for Petroamazonas, which wiltez into
exploration agreements with foreign state-owneccoihpanies. As of the date of this Offering CieculEcuador
continues to evaluate the proposals of possibleigar state-owned oil companies for four-year joienture
contracts.

In August 2013, President Correa signed a decrémazing the exploitation of oil from Blocks 31 @A 3,
which include the Ishpingo-Tambococha-Tiputini (TT) field in Yasuni National Park. The ITT fieldah
estimated reserves of 920 million barrels of cruddis decree reversed a moratorium imposed sinc& 20Ghe
extraction of oil from ITT, which was created toofct biodiversity and avoid dislocation of isotht@digenous
cultures with support from international donorsptartially offset the opportunity costs of not deyghg the ITT
fields. However, considering the low levels of sogdrom international donors as well as the pagmains from
the extraction of oil for this initiative, Preside@orrea issued the decree allowing developmenh®fiTT fields.
Following the issuance of the decree in August 2@t®ironmental and indigenous groups have annalutiesr
opposition to the removal of the moratorium and fEesidential decree authorizing the developmerthefITT
fields; however, the National Assembly has approtieel use of the ITT fields and, as of May 2014, the
Environment Ministry has issued permits allowingtrBamazonas to develop the fields. Ecuador egghat the
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output from the ITT fields will offset the declifismm existing oil fields and increase overall protion. According
to estimates by Petroamazonas, investment to éxpmilTT fields is expected to equal U.S.$2,100iom in the
first four years of development and once fully @tienal, the oil field is expected to generate neaws of
U.S.$18,000 million over the life of the reserves.

Exports

Other than in 2009, when there was a decreasesipribe of oil, crude oil exports steadily increh$eom
2010 to 2013. Oil exports reached U.S.$13,412ionilin 2013, up 5.5% from U.S.$ 12,711 million iA12. In
2012, 92.1% of the value of oil exports was crudl@mnd 7.9% were oil derivatives. In 2013, 95.1%ihe value of
oil exports was crude oil and 4.9% were oil derixeg. In 2012, 60.6% of oil exports were expotiedhe United
States, followed by Peru, Chile, Panama, and Jap#n12.0%, 12.0%, 6.3%, and 3.5%, respectively2013,
60.5% of oil exports were exported to the Unitedt&k, followed by Chile, Peru, Panama, and Jap#n Mi.7%,
10.7%, 4.1%, and 3.0% respectively.

PetroChina International Company, Limited,("Petioal) a wholly-owned subsidiary of China National
Petroleum Corporation ("CNPC"), has made prepaysémtPetroecuador in connection with crude oil $ypp
agreements, including an agreement providing fepayments of U.S.$2 billion executed in August 20413
Unipec Asia Co., Ltd ("Unipec"), a wholly-owned sidliary of China Petrochemical Corporation ("Sindpehas
also made prepayments to Petroecuador in connegfithncrude oil supply agreements, including aneagnent
providing for prepayments of U.S.$2 billion, exemiin May 2014.

Transportation

Ecuador has two major ail pipelines. Most of Eaualcrude oil production is transported througé th
Trans-Ecuadorian Pipeline System (the "SOTE"), Wiiicks Lago Agrio in the Oriente region to the 8alexport
terminal on the Pacific coast. The SOTE was buyilTbxaco (now Chevron) and was transferred to Betrador in
1998. The SOTE has a capacity of approximately@3Dbpd. In 2012, the SOTE transported 129.0 milbarrels,
averaging 353,182 bpd, an increase of 2.4% comgar2@l1. In 2013, the SOTE transported 131.9anilbarrels,
averaging 361,122 bpd, an increase of 2.2% compar2dl12.

On May 31, 2013, a rain-caused landslide ripped tqanche of the SOTE near the Reventador volgano
the north-east region of Ecuador, near Peru andilBrt is estimated that approximately 11,500rbkr of oil were
lost. Much of the oil spilled affected the watefghe Quijos, Coca and Napo rivers, and it isneasted that the oil
may have reached the Amazon river and other teée#t@r waters in Peru and Brazil. The Republin ie process
of analyzing the incident and is working closelyttwithe governments of Peru and Brazil to contaiy an
environmental damage that the accident may haveedauThe Republic is not aware of any pendindwa@atened
lawsuit or claim arising from this incident.

In June 2001, Ecuador awarded the constructionogedation contract for its second pipeline, thePOC
heavy crude oil pipeline, to Oleoducto de Crudosales Ecuador S.A., a consortium of domestic areigo olil
companies. The OCP pipeline was constructed astotd).S.$1.4 billion, all of which was paid byethonsortium.
Construction was completed in September 2003, getations began the same month. The contract fr th
operation of the OCP has a duration of twenty yaacsends in 2023. At the end of the contract Q¥ pipeline
will become national property. The Ministry of Eggrand Mines and Petroleum (now Ministry of Non-Beable
Resources) oversaw the construction of the OCHip&end now oversees its operation. The OCP ipipé$ made
up of two sections, the largest of which was desigio transport a maximum of 517,300 bpd and teasstainable
transportation rate of 450,000 bpd of crude oil&fto 24 American Petroleum Institute degrees. In 2011 Q%
pipeline transported 48.1 million barrels, avergglf31,690 bpd, an increase of 15.9% compared t6.201 2012,
the OCP pipeline transported 48.4 million barralgeraging 132,511 bpd, an increase of 0.6% compare®11.
In 2013, the OCP pipeline transported 53.3 millb@nrels, averaging 145,927 bpd, an increase oPA@&mpared
to 2012.

Refining
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Following the Consolidation Decree, Petroecuaddhésonly company that conducts refining activities
Ecuador. Petroecuador owns three refineries irafimu(Esmeraldas, La Libertad and Amazonas) witttgssing
capabilities of 110,000, 45,000 and 20,000 bpdheesvely. Petroecuador also owns one associateg@geessing
plant (Shushufindi) which has a processing capaxi§37.8 million barrels of liquefied petroleumsgéLPG") and
average production of 1,747.6 barrels per day.

In 2012, the three main refineries produced 71l6amibarrels of oil derivatives including gasolirgiesel,
fuel oil, jet fuel and liquefied petroleum. Duri2§11, the domestic consumption of oil derivatives 63.4 million
barrels, which represents an increase of 14.6% acsdpto 2010. It is important to note, howeveat thcuadorian
refineries do not produce sufficient oil derivasv® meet internal demand. Accordingly, Ecuadar it importer
of oil derivatives, even though it is a net expodgecrude oil.

In February 2013, Petroecuador announced that sheealdas Refinery will be undergoing a project of
preventative maintenance, which will result in reglth operations until year end 2015, when all masitee will be
completed. The cost of the project, contractech wlite South Korean firm SK Engineering, is appratiehy
U.S.$760 million. It is expected that the overhafulhe Esmeraldas refinery and its reduced praoluetill require
Ecuador to import an additional U.S.$400 million ail derivatives until the completion of the prdieclt is
expected that the project will improve the efficdgrof the Esmeraldas refinery.

As of the current date, there is no private segéwticipation in the production of oil derivativeblowever,
on July 15, 2008, Petroecuador and Petrdleos deAdeta Ecuador, S.A. ("PDVSA Ecuador") formed a eeity
calledRefineria del Pacifico Eloy Alfaro Compafiia de Emoifa Mixta("RDP") in which Petroecuador is currently
the majority shareholder (51%) and PDVSA Ecuadoth&s minority shareholder (49%). RDP will develap
refinery project with the same name to be builtthie municipality of Manta, Manabi Province, withtatal
nameplate capacity of 300,000 bpd. The projedtivaie two phases. Phase | will result in a refincapacity of
200,000 barrel per stream day ("bpsd"), while phbgéll increase refining capacity by an additiéri®0,000 bpsd.
It is expected that RDP will produce gasoline, eiebeavy and medium crude, and LPG. The landtgigimd
environmental licenses necessary to develop RDRR hiready been obtained, and a detailed feasilstitgdy of
phase 1 of the project is complete. The total estohinvestment for phase 1 of RDP is approximdie§.$10,000
million. Negotiations are ongoing with Industremdd Commercial Bank of China Limited to provideafiting for
70% of the costs of development of phase 1 of phigect. Construction has commenced and the grage
expected to be completed by year-end 2018.

Domestic Fuel Distribution

In 1993, the Government implemented a free markeibmestic fuel distribution, which has led to pida
modernization of distribution facilities. The prie¢ which gasoline is sold to domestic distributisréixed by the
President in accordance with the Hydrocarbons lawi, set according to variables such as domesti@adérand
the impact of the price on public finances. Un8I98, the Government had fixed the maximum profielefor
distributors at 18%. In 1999, the fixed margin wetiminated. In early 2000, the Government reinstatd 5% fixed
margin for regular gasoline and diesel fuels (tistors remained free to set any margin for premgasoline).
Since 2003, the fixed margin has been determinezbitis per gallon. In 2005, the margin increased.®.$0.71
per gallon of regular gasoline and to U.S.$0.137gadlon of diesel. These margins were set by Beesial decree
number 73 ("Decree 73"), which was issued in Au@@§l5. Any future change to the profit margin wbrgquire
a new Presidential decree.

Decree 73 also regulates the sales price of conspeteoleum derivatives, thereby creating consumer
subsidies for gasoline and diesel products. Theept gasoline sold to consumers is fixed at U.$&per gallon
for gasoline and at U.S.$0.80 per gallon for die3é¢le amount of the subsidy is thereby determingdhe
differential price between this fixed price of ceudil and the spot price of West Texas Intermedfatér|"), as
determined by the New York Mercantile Exchange (NAEYX").

Several private multinational petroleum companias|uding ExxonMobil and PDVSA Ecuador, have

established service stations in Ecuador. As of Ber 31, 2013, Petroecuador maintains a netwodbéddervice
stations of its own and 200 affiliate stations.
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Natural and Liquefied Petroleum Gas

An important part of Petroecuador's commerciakstnaincludes the distribution of natural gas tateern
Ecuador in order to reduce the consumption of L#®,replacement of gasoline use with LPG for taxid the
creation of a network of service stations in orilecompete in quality, service and price with prévail companies.
Ecuador has 5.8 billion cubic meters of natural geserves, which it expects will be sufficient t@eh internal
demand for the next 20 years. Senior managemettieanatural gas unit of Petroecuador have prepared
investment plan of U.S.$200 million over 3 yeardrtorease the current production of 35 million eufget and
extract new reserves.

Since 2010, the natural gas platform at the Amidtaldl which was previously operated by the U.S.
Company Energy Development Corp. Ecuador Ltd. ("EDfas been managed by Petroecuador, as a redti ©f
failing to reach a contractual agreement with tlevé&nment. In 2012, Petroecuador announced thebsy of
approximately 28.3 billion cubic meters of natugak in block 6 of the Amistad field in the gulf @liayaquil. In
2013, the creation of four new wells and exploratiilling in this block led to increased productifstom 35 cubic
meters per day to 60 cubic meters per day.

In 2010, Spanish company Ros Roca Indox Cryoenbagan construction of a natural gas storage and
distribution plant. The plant is due for completim December 2014. In 2011, Ros Roca Indox Crgmpnand
Spanish compan#ctividades de Construccion y Servicios $'ACS") through their subsidiaries SEMI-MAESSA
and Tesca Ingenieria del Ecuador S.A. were awaalgutoject to construct natural gas supply distrdut
infrastructure in Ecuador. The project will consi$ the construction of natural gas and liquidagen reception
and storage stations and pipe networks to distrilmattural gas. The total cost of the project timeded to be
U.S.$49.3 million and will have the capacity to gees 200 tons per day.

In August 2013, Petroecuador began tests at thedvlerde LPG terminal. The terminal is a new fagili
built as part of a combined LPG storage, transpodt distribution project in the Guayas and Sang&provinces.
Ecuador has invested U.S.$550 million in the combiproject, which also includes the Monteverde-Ebi@illo
pipeline. This new terminal replaced the floating LPG storagés and related maritime transport to Tres Bocas
terminal, thereby generating expected annual savifd).S.$40 million and easing congestion in tbeeas canal to
the Port of Guayaquil. The new facilities, whickchme operational in 2014, have a capacity to 3t®y200 tons of
LPG and have storage tanks for diesel and petroleum

Mining

The mining sector represents an important sourcgpadéntial resources for the development of the
Republic. According to studies conducted by MIC&euador has potential mineral reserves of 47.Tiomil
pounds of copper, valued at U.S.$165.4 billion,eptal gold reserves valued at U.S.$45.5 billiomlybdenum
reserves valued at U.S.$15.2 billion, and silveerees valued at U.S.$3.5 billion. In total, tlion has estimated
reserves valued at U.S.$229.6 billion.

The Mining Law establishes norms for the exercisthe Government's rights to manage and control the
mining sector, in accordance with the principlesagtainability, precaution, prevention and efficig. It provides
that it is the Government's responsibility to oeersall aspects of the mining process, such as e,
development, industrialization and marketing anthatizes the Republic to invest directly or throygimt ventures
with domestic or foreign private sector entitiés.addition, it authorizes the Republic to bothehénd grant licenses
and concessions to wholly owned private entitiegdnduct all phases of development. However, tBpuRlic
cannot grant ownership rights in the soil and sililmsmeralogical wealth to entities that are nohtrolled by state
entities.

The mining sector represents a small portion of GDR6% in 2013, 0.24% in 2012, 2011, and 2010 and
0.33% in 2009). In 2013, most production from m@iwas generated by domestic artisan and jewekinésses.
However, Ecuador expects mining exports to incremsa result of an expansion of the nation's mimpirgjects.
Currently, there are five projects in advanced esagf completion — two copper mines and three goides.
Project Mirador is the largest copper project iru&dor. The copper mine in the Zamora Chinchipevipoe is
expected to begin production in 2015. Project Mhrais financed in part through a U.S.$2,040 mill@pncession
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to Ecuacorriente S.A., joint-venture owned by thein€se companies China Railway Construction Cotpmora
(CRCC) and Tongling Nonferrous Metals Group. Inrent in the project will be made by EcuacorriedtA. over
a 15-year period, with 50% of the amount cominghie first seven years. The Government estimatasttte
project will produce 354,000 tons of copper annu#étr the Government over the course of 25 yea@ther
projects, mostly in the south of the country, ardifferent stages of negotiation and completion.

In 2008, Ecuador granted a concession in the RtetaNorte gold mine to Kinross Gold Corporation, a
Canadian company. After two years of negotiatitinross withdrew from the project.

Electricity and Water

Currently, hydroelectric plants supply 42.5% of tfewver in Ecuador. By 2016, the Government predict
that hydroelectric plants will generate 93% of gmaver in Ecuador. This is expected to be achidiiealigh the
development of a matrix of hydroelectric plantslbtiiroughout Ecuador. Ecuador's objective in depiag this
matrix is to reduce its consumption of oil through based generators, thereby decreasing oil inspartd
improving energy independence. Ecuador also pglamseplace household oil-based consumption (fokic@pand
heating as further described below) with elecyitiased consumption through the hydroelectric pogrd,
thereby eliminating the need for a gas subsidye &lmination of the subsidy is planned for 20Xdmiediately
after the completion of Ecuador's largest hydrdekeplant project: the Coca Codo Sinclair plant.

The 1,500 MW Coca Codo Sinclair plant, which is ested to become operational in 2016, will be
Ecuador's largest hydroelectric project. It is eptpd to generate an average of 8.63GWh per yehisapply
approximately 44% of the country's electricity needt is also set to reduce 4.5 million tons ofbcen emissions
per year and replace oil energy consumption for ekiim purposes such as cooking and water heatfiig plant
will join the existing infrastructure of hydroeleict plants that include the 160 MW Mazar plant e tAzuay
province, the 1,075 MW Paute-Molino plant near Gaerthe 275 MW Minas San Francisco plant, the 50 MW
Quijos plant, and the Sopladora and Cardenillo tgl@tanned along the Paute River. Many of theskdeflectric
projects are financed through agreements withdyédtienders, including the Export-lmport Bank dfii@, which
has provided U.S.$1,700 million to finance the Cddado Sinclair project, U.S.$571 million to finantiee
Sopladora hydroelectric project and U.S.$313 millio finance the Minas San Francisco hydroelegirigect, the
Brazilian National Economic and Social DevelopmBank which has provided U.S.$90.2 million to finartbe
Manduriacu hydroelectric power plant project neait@ and Societe Generale and Deutsche Bank whiépril
2014 committed to together provide an additiongs.®50 million to finance the Manduriacu hydroelecpower
plant.

The construction of these hydroelectric plantsus tb an enhanced effort by the Government to inmes
the sector. In 2013, the Government invested W,84% million in the electricity sector, a 396% nease from
2009, where the Government invested U.S.$331.8omilh the sector.

In March 2014, President Correa announced a negrpnoto substitute electricity use for gas usedédn
this program, beginning in 2015, the Government glgin to sell subsidized stoves to replace gagest While
still in planning stages, President Correa hasdt#tat the use of electric stoves will enable @@ernment to
terminate the gas subsidies in 2017 and the nettefin the Government budget will be positive doethe
elimination of the subsidies, with savings of ap@maately U.S.$ 800 million a year.

The Government has also increased investment iwalter sector in order to alleviate flood conditand
access to potable water in various parts of thenttgu Ecuador's national water authority, Senagua,ently has
invested U.S.$688 million out of a planned U.S.$8,Inillion for six multi-purpose projects to impmwlood
control and irrigation. In 2013, investment in wapgojects reached U.S.$526 million, an increasd)@.$487
million from 2009, where investment totaled U.S.#88lion. One of the most important projects ire tivater
sector is the Multipropésito Chone project in therdbi province. Financed by the Government andaferi
partners, the U.S.$20.3 million project sets outdastruct a dam to alleviate the flood conditiofighe region.
The project will also construct a drain system,akhivill serve for irrigation purposes and providdranking water
supply for Manabi.
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Other water projects include: (i) the Cafiar Naabpjoject, which is expected to cost U.S.$233iarilto
protect approximately 37,000 hectares along theaCRiiver and its adjoining streams through a systétevees,
including a 12-kilometer bypass, (ii) four new lyés, (iii) a flood regulatory system and (iv) theSl$200 million
Daule-Vinces project that is expected to redireatew from the Daule River and transport it alongOakilometer
canal to dry farmlands.

These flood control projects will reduce the soeiatl economic damage caused by floods in the winter
season, allowing the Government to reallocate messupreviously used to repair the damage to gitegects. To
repair the damage, the Government spent substaeSalirces to mitigate damages caused by floodS.$812
million in 2012 and U.S.$415 million in 2013).

In 2013, the electric and water sectors contribatddtal of U.S.$1,104 million to GDP. Since 2068
sectors represent an average of approximately 1&Ddéf per year.

Telecommunications

In 2007, only 2% of the Ecuadorian population wasnected to the Internet. Under President Correa's
administration the percentage has increased to 2992013. Similarly, while only 27 of Ecuador's 221
municipalities had access to the national fibefcopétwork in 2007, this number increased to 142®32.

In 2009, the telecommunications sector accountedJf8.$1,554 million of GDP. This amount steadily
increased, and in 2013, the telecommunication seatcounted for U.S.$2,111 million of GDP. Throaghthis
five-year term, the telecommunications sector regméed an average of approximately 2.34% of GDBR/gar. In
2013, the Government invested U.S.$640 milliorhim $ector.

In 2008, Ecuador granted Spain's Telefénica (ctiyr@perating in Ecuador as "Movistar") and Mexgo'
América Movil (currently operating in Ecuador adad@") fifteen-year concession contracts to prowie country
with telephone and 3G services. The concessiangxdensions of previous agreements both compéaigavith
Ecuador and are expected to generate U.S.$84®miti revenues for Ecuador over the course ofé¢hm of the
concessions.

Other Sectors of the Economy
Agriculture

Before the discovery of petroleum fields in prowecof the Orient region in the 1970's, the agniralt
sector had traditionally been the largest contabth Ecuador's GDP. Of Ecuador's total 27.1 ollhectares, 7.8
million are devoted to agriculture and livestoclcukdor's diverse climatic conditions, varying atligss and rich
volcanic soil are well suited to tropical and sobpfcal agriculture. Ecuador's primary productarfrthis sector,
which are also the nation's most significant ndnesport, are bananas. According to data fromFRbed and
Agricultural Organization of the United Nations A8"), Ecuador has represented approximately 25%08% of
banana world exports for the ten years ending ioeder 31, 2013. Ecuador also exports signifieambunts of
coffee, flowers, and cacao. The agricultural sectmstituted an average of 8.34% of GDP per yeathe years
2009 through 2013.

Between 2009 and 2013, the volume of Ecuador'srizaeaports increased by 18.8%. In 2012, the value
of Ecuador's banana exports decreased by 7.5%arlynas a result of difficult growing conditionsrfthat year.
However, the value of these exports increased b3244n 2013 when growing conditions returned tonmalc

Ecuador also exports significant amounts of ca€atao exports were U.S.$343 million, U.S.$350 omilli
and U.S.$474 million in 2009, 2010, and 2011, respely. In 2012 the value of cacao exports desedato
U.S.$345 million due to difficult growing conditisrfor that year. However, exports increased ta®4.&7 million
in 2013 when growing conditions returned to normal.

Flowers and flower products are among one of theesg but fastest growing exports for Ecuador. In
2013, flower exports reached U.S.$837 million, @198 of Ecuador's total exports. This amount regmessa steady
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increase in flower exports, which were U.S.$547liamlin 2009, U.S.$608 million in 2010, U.S.$676llian in
2011, and U.S.$714 million in 2012.

Fishing

Another important aspect of Ecuador's agricultigeits fishing exports. Ecuador exports significant
amount of tuna and other fish, but its predomiriefhing export is shrimp. Ecuador is the largéstrap producer
in the Americas, and one of the largest shrimp peceds in the world. According to the FAO, over tha years
ending December 31, 2013, Ecuadorian shrimp expate represented approximately 2% of worldwidenghr
exports. The amount of shrimp exports steadilye rimsthe period from 2009 to 2013, growing from 13664
million in 2009 and reaching U.S.$1,789 million2013. Fishing exports, other than shrimp, grewnfid.S.$235
million in 2009 to U.S.$265 million in 2013.

Manufacturing

Manufacturing, excluding petroleum products, is d@@ted by consumer products such as food, beverages
textiles and paper, with a concentration of impsrietermediate and capital goods. The manufactusiector
contributed 12.3%, 12.4%, 12.1%, 11.9%, and 11.8%¢ GDP, per year for the years 2009, 2010, 22012,
and 2013, respectively.

Ecuador's main manufactured, non-petroleum expogsanned seafood, automobile assembly, processed
cocoa, and processed coffee. The manufacturingrskas grown an average of 12.11% between 2002ahd.
During 2009, 2010, 2011 and 2012, manufacturingvgog 3.4%, 11.7%, 12.3% and 7.9%, respectively.20t3
manufacturing grew by 6.9%, reaching U.S.$11,138ani According to reports from the Central Ba@k11 saw
an increase in the amount of credit extended tosvardnufacturing activities. This lead to a subtshgrowth in
the sector, particularly in the production of dapyoducts, wheat products, beverages, and the §simce and
conservation of meat, among others, which contethuid the 12.3% increase in that year.

Ecuador's membership in international trade orgditins and its status as a party to various mtdtiéh
agreements such as ALADI, CELAC, and the CommuaftyAndean Nations have contributed to the openihg o
new markets for the sale of Ecuadorian goods abeoatl challenged domestic manufacturers to operate m
competitively.

Construction

The construction sector accounted for 11.43% of GDP013, 11.24% in 2012, and 10.46% in 2011. In
2013, construction activity continued to increagewing by 9.0%, compared to 17.8% in 2012 and %7ir2 2011.
In 2013, approximately U.S.$1,023 million worthrafv materials used for construction were importedincrease
from 2012 when U.S.$968 million worth of raw ma#dsiused for construction were imported. The stéactease
in construction and the large percentage of GDR ithaepresents is a result of the constructionvagtin
connection with the nation's infrastructure pragegparticularly the development of new oil fieldsnd the
hydroelectric and flood control projects of thetpgagears.

Science and Technology

The Government has begun development of a verg laducation and research center north of Quito,
known as "Yachay-the City of Knowledge" ("YachayQonstruction of Yachay began in 2012 and is exqubtd be
completed in 2028. It is an 18-square-mile plancechmunity that is expected to house a large usityeand a
dozen technology and innovation parks. The unityeopened its doors to 187 enrolled students inlA&014.

The goal of Yachay is to create a culture of sdientesearch in Ecuador and promote a long-teatesdf-
the-art site for technological research. Develspbave mentioned that there will be an emphasis on
nanotechnology, but add that Yachay will be muisetblinary. Long term goals include the developief
knowledge based products to diversify the Ecuadogiconomy and the development of new technologieshie
country's well-being. Ecuador estimates that il gpend U.S.$20,000 million over the course of yiE&irs to
complete the project.
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Tourism

Ecuador's tourism industry has steadily grown dlerpast five years. In 2009, 968,499 touristiedsthe
country. The figure increased to 1.04 million @12 and to 1.14 million in 2011. In 2012, 1.27liwil tourists
travelled to Ecuador, representing an 11% incréase 2011. In 2013, 1.36 million tourists travelleo Ecuador,
representing a 7% increase. The largest populafieourists came from Colombia, followed by theitdd States,
and then Peru. There are also a significant nurobéy.S. expatriates and retirees who currentlydeesn the
country.

The steady increase over the last five years imigwuis in large part due to promotional campaigns
instituted by the Ministry of Tourism. In 2010,ethEcuador loves life" campaign was launched in |&mad)
Germany, France and the United States. A secomgaign, the "I discovered" campaign, was launcimeg011,
and a third campaign, the "All you need is Ecuadmatpaign, was launched in 2014. Since 2007, rtiagke
investment in tourism has totaled U.S.$145 millidhe Ministry also provides financing and logistadvice to
local businesses that cater to tourists such as tmd adventure companies.

Transportation

In 2013, the Government invested a total of U.$%Q,million in roads and highways, an increase of
25.2% from the previous year, where total investmes U.S.$1,234 million. The most significantdqaojects in
Ecuador are the Manta (Ecuador)-Manaus (Braziljl meetwork, linking the Pacific Ocean with the Atlerand the
Troncal-Amazonica road, which runs from north taitbo linking the Colombian and Peruvian bordershe§e
projects are expected to be completed by year-8id.2Both projects are not toll roads and werenfoea by oil
revenues and financing from CAF.

The 2014 budget allocates U.S.$1.4 billion for Givernment transportation projects including aitpor

road, and various municipal construction and maemee projects. Two recent significant projectgehgecently
been financed along with the municipality of Quitim February of 2013, a new international airpapéned in the
suburbs of Quito. The airport cost U.S.$700 millemd was financed by Quiport S.A., an internafi@oasortium
led by AECON Construction Group and HAS Developm€gtporation. The new airport features the largest
control tower and the longest runaway of any iraéomal airport in Latin America. Phase 2 of thgart, which
includes the expansion of the passenger termieal,jat bridges, and the expansion of the shoppiagsawill cost
US$70.5 million and will also be financed by Quip8rA. Construction on phase 2 is expected todmepteted by
December 2014. The constructions of a new bridgk raads to reduce the congestion of the singkégbriand
highway that currently lead to the airport haveoadi®en announced. Construction of a subway syste@uito
based on the Metro of Madrid has been underwayes20d2. This metro system is expected to conneabdnthern
business and resident areas of Quito to Quito®ritscity center. The project is budgeted to cds8.$1,680
million through completion and is expected to comoeeoperations in 2016. This project was finanaegart, by
a U.S.$205 million loan from the World Bank, a $&9 million loan from the European Investment haak
U.S.$200 million loan from the Inter-American Demginent Bank ("IDB") and a U.S.$200 million loandmcCAF.
In July 2013, the municipality of Cuenca began tamsion on theTranvia Cuatro Rigsa 14-kilometer tram
system with 20 stations. The project is plannedaienect the airport and city-center to the outlysuburbs of the
city. The project is estimated to cost U.S.$238%ioni and was financed, in part, by a 15 year lexecuted in
January 2013, pursuant to the French governmemt&s ging Country Reserve Loan program.

Employment and Wages

The National Council on Wages sets the minimum wagenvorkers in the private sector on an annual
basis. The monthly minimum wage for a job in thivgite sector has increased from U.S.$218 as of lee 31,
2009 to U.S.$318 as of December 31, 2013. Pubtitos employee wages are based on the wage sc¢afendeed
by theMinisterio de Relaciones Laboral€dMinistry of Labor Relations"). The following lide shows the increase
in minimum wage from 2009 to 2013.
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Monthly Minimum Wage ®
(inU.S.$)

For the year ended December 31,
2009 2010 2011 2012 2013
218 240 264 292 318

Source: Ministry of Labor Relations
(1) Minimum wages set in the beginning of each year

Private employee salaries received a boost withrtineduction of the "Living Wage" into the Laboaw.
Enacted in December 2010, this law dictates thaptcempany that generates a profit shall distributamongst its
employees until their total income has risen to linel of the living wage. The value of the livingage is
determined annually by INEC on the basis of tha obdiving and the number of family members in ledamily
unit.

The following table shows certain labor force angpoyment data for the five years ended December 31

2013:
Labor Force and Employment
(in thousands of persons, except percentages)
For the year ended December 31,
2009 2010 2011 2012 2013
Total Population ................ 14,768 15,012 ,266 15,520 15,775
Labor Forcé" ................... 10,033 10,292 10,533 10,864 1,200
Labor Force Participatioff
........................................... 6,549 6,436 6,582 6,701 6,953
Labor Force Participation
Rate .......ovvviiiiiiiiieiiiieee 65.28% 5820 62.49% 61.68% 62.08%
Employed Labor Force........ 6,125 6,113 6,305 425 6,664
Unemployed Labor Force... 424 323 277 276 289
Unemployment Rat€....... 6.47% 5.02% 4.21% 4.12% 4.15%

Source Based on figures from INEC as of December 2013
(1) Refers to population above minimum working agey@ars old), whether or not they are willing to work
(2) Also referred to as economically active population
(3) As a percentage of economically active population

In 2009, in order to reduce unemployment, the i8fim of Labor Relations established tRed Socio
Empleo("Employment Partner Network"), a government agedegigned to assist with employment searches and
provide educational opportunities abroad for futwark in Ecuador. The agency provides scholarshaipballows
individuals looking for work to post resumes, ceetteir own web pages, and schedule interviews patiential
employers online.

From 2009 to 2013, the unemployment rate decdebge.32 percentage points. Between 2009 and,2010
unemployment decreased from 6.47% to 5.02% as wlt res Ecuador's recovery from the global economic
recession. Underemployment, or individuals whoularable to obtain full-time work to receive a sglareeting the
official minimum wage, decreased from 59.40% to2366 during this time as well. During 2011 and 2012
unemployment decreased to 4.21% and 4.12% resphctind in 2013, unemployment slightly increased.i®%.

The rate of individuals who are unable to obftailrtime work to receive a salary meeting the cifii
minimum wage, or underemployment, also steadilyeised from to 56.23%, 54.26%, and 50.90% andQi®2
2011, and 2012, respectively. The underemploymsatslightly increased in 2013 to 52.49%.

The sectors that registered the greatest reduati@mployment during the five year period fron02@o
2013 were the trade and repair of vehicles witt6%5and telecommunications with 0.60%. The latwcd
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participation rate of the Ecuadorian economy desmdaby an aggregate of 3.19%, from 2009 to 2013ewhi
underemployment and unemployment decreased by 2a82P6.91%, respectively.

The following table sets forth information regamlithe unemployment and underemployment rates, and
real minimum wages as of December 31 for eachipelécated:

Wages and Unemployment

For the year ended December 31,
2009 2010 2011 2012 2013

Unemployment rate (% of economically active
population$® 6.47 5.02 421 4.12 4.15
Underemplo%/ment rate (% of economically active

population)? 59.40 56.23 54.26 50.90 52.49

Source: Based on figures from INEC as of Decer2b&B

(1) Refers to population at or above the minimum wagkage that is not employed and is willing to woekeén if not actively seeking
work) as a percentage of the total labor force
(2) Refers to individuals who are unable to obtainfule work to receive a salary meeting the officr@himum wage

Average Wages by Economic Sector (Monthly’
(in U.S. dollars)

Tourism
Services (water (hotels and
Average Wage Oil and Mining Agriculture and electric) Manufacturing restaurants)
(in U.S. dollars)

023 219.66 222.43 313.91 202.34 206.75
82% 320.61 227.88 339.06 222.75 233.64
5280 340.81 263.30 424.05 247.28 326.86
5&D 479.73 302.90 493.10 282.78 372.86
430 510.80 334.03 551.21 313.80 398.24

Source: Based on figures from INEC
(1) These figures include mixed income (wage and nogewacome) by economic sector per month as of Dbeer81 of each
year indicated. Methodology to compute the datsased on all wages earned by individuals in atmoFor the purposes of
this data, there is no distinction made betweektifuke and part-time workers.

Poverty

In recent years, Ecuador has seen decreases I8 t#verban and rural poverty. The urban povestye r
decreased from 25% to 17.6% between 2009 and 2@ the rural poverty rate decreased from 57.6%2.0%
across the same time frame. As of December 20k8utaa quarter of all Ecuadorian households lived i
poverty. Extreme poverty rates have also decredsmd 8.2% of all urban households in 2009 to ohK% of all
urban households in 2013 and from 29.3% of alllrbuseholds in 2009 to 17.4% of all rural housdhah
2013. At the same time, the total extreme povety decreased from 15.4% in 2008 to 8.6% in 2013.

The Republic believes this decrease in povertyaisigdly the result, in part, of a significant exjzéion of
thebono de desarrollo human®BDH"), a cash transfer program for those in lihvger 40% of income distribution
who are either mothers of children under the agé&&fabove the age of 65, or disabled. Currenilg, BDH
transfers U.S.$50 a month to qualifying individuals
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The following table shows the percentage of houklshio poverty between 2009 and 2013.

Percentage of Households in Poverty

Extreme Poverty Based Poverty Based on Lack of Basic

Poverty Based on Incomé" on Income® Necessitie$”
Urban Rural Total Urban Rural Total Urban Rural Total
2009....cccciiiiiiiieeeee 25.0 57.5 36.0 8.2 29.3 15.4 29.9 74.6 44.9
2010, 22.5 53.0 32.8 7.0 25.1 13.1 26.4 72.2 41.8
2011, 17.4 50.9 28.6 5.0 24.6 11.6 22.1 73.7 39.4
16.1 49.1 27.3 5.0 23.3 11.2 20.1 70.3 37.0
17.6 42.0 25.6 4.4 17.4 8.6 25.7 65.7 38.7

Source: Based on figures from INEC as of Decemb282
(1) Persons whose income is below the poverty lite of December 2013, the poverty line, as deteechby Ecuador, is
US$78.10/month, per person.
(2) As of December 2013, the extreme poverty In&$$44.02/month per person.
(3) This number is based on information taken atcnsus regarding the lack of availability of basicessities. Variables
considered in this figure include literacy rated ancess to potable water, sewage systems anchiygevices, electricity, running
water, telephone lines, doctors and hospital bed4@00 persons.

Social Security

The social security system in Ecuador is admingstdry thenstituto Ecuatoriano de Seguridad Sod(tde
Ecuadorian Social Security Institute or "IESS"),vesll as by thelnstituto de Seguridad Social de las Fuerzas
Armadasand thelnstituto de Seguridad Social de la Policia Nacib(the Social Security programs of the Armed
Forces or "ISSFA" and the Ecuadorian Police Depantnor "ISSPOL", respectively). The Ecuadorian i8loc
Security System is a trans-generational model wtterecurrent work force funds the benefits of thad® are no
longer in the work force and permits retirees smahake on-going contributions to their retirenfent.

Social security benefits are a constitutional rifgiitall workers and their families, designed totpct the
insured in case of illness, maternity, unemploymdigability, old age and death. The social segigjtstem also
provides financing for workers' housing. Ecuadadsial security system is financed by contributidrsn the
Government, employers and employees. The levelngbloyee contribution is based on an employeesniec
The monthly pension is based on a percentage ahtueed's average monthly earnings in his or ver iighest
years of earnings. The minimum monthly pensidd.8.$132.

Retirees benefit from the IESS system once they Heft employment. As of December 2013, IESS,

ISSFA and ISSPOL had 2.84 million beneficiarieswifom 79% worked in the private sector, 19% workethe
public sector, and 2% are included as voluntaryelieiaries. Between 2009 and 2013, the total nundfe
beneficiaries increased at an average annual fai®2.8%. In 2013, IESS collected approximately .$.8,819
million in social security contributions. Of thésnount, 66.4% of all contributions came from thiggie sector and
31.6% came from the public sector. To increaskieffcy, IESS has increasingly collected contribgi through
electronic means. In 2013, approximately 99.66%lbtontributions were collected electronicallpnmpared to
99.63% in 2012.

Under Article 372 of the 2008 Constitution, tBanco del Instituto Ecuatoriano de Seguridad Softiaé
Social Security Institute Bank of Ecuador or "BIEE® responsible for channeling investments andagang
public pension funds. Resolution JB-2009-1406 tthdn July 2009 sets the parameters for the tygpfes
investments allowed. Investments in real estateoaty allowed in the long term (over five yealigyestments in
trusts are not allowed in the short term (less hgears), and investments in public sector seeardannot exceed
75% of the market value of the fund. A risk comegtmust approve all investments. Investments beisated by
an approved rating agency, and no investment masatsel lower than specific thresholds set for tlyae of
investment, as determined by the risk committees oAApril 2014, BIESS is the largest holder of @ovnent
securities, with 44.25% of its portfolio investmeot U.S.$5,288 million, in Government holdings.
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The primary functions of the BIESS are, among ah#ire provision of different financial servicexBas
mortgages, pledge-backed loans and unsecured<radiditional services include portfolio re-discowperations
for financial institutions and other financial sieas in favor of retirees and other affiliates lodé 1tESS by means of
direct operations or through the national financgistem. Additional bank functions are investmémt
infrastructure projects that generate financiafipability, added value and new sources of employtnas well as
investments in fixed and variable income securitiesugh the primary and secondary markets.

Education

In 2011, the Government implemented they Organica de Educacién Interculturéthe "Intercultural
Education Law"). The law created a standardizediauium for all high schools, consolidated schegstems to
eliminate single-teacher schools, created a stninggaluation system for teachers and schools,lamdched a
nation-wide literacy program. Under the reformydeints were to receive free medical attention, schmches,
and uniforms.

The 2014 annual budget allocated U.S.$4.9 bilflmnGovernment education and education initiatives.
Education initiatives include the continued constien of Yachay (See "The Ecuadorian Economy — O8eztors
of the Economy — Science and Technology"), the afseutside consultants to improve English educatitbe
granting of scholarships to exceptional studentssfady in elite foreign universities, the inspentiof Ecuador's
universities to ensure that they met a high stahdaality, and various other projects administebgdndividual
municipalities.

Education is mandatory in Ecuador until the ag&4f The literacy rate for adults over fifteen ngeaf age
was 93.3% in 2013, and has been above 90% foethgdar period ending in 2013.

Health

The 2014 annual budget allocated U.S.$2.4 bilfamEcuador's health sector. Recent reforms ireclad
mandatory increase in hours and pay for medicakepsionals, and the creation of mobile clinicsrdied to ensure
vaccinations in the most remote areas of the cguntthe Government has also signed various agretsnwéth
private companies to produce generic drugs in thatry.
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LEGAL PROCEEDINGS

The Republic is involved in certain litigation aadministrative arbitration proceedings describetbw.
The proceedings described below are conducted guirda the mandatory arbitration provisions corgdiin the
US-Ecuador Bilateral Investment Treaty and the @artacuador Bilateral Investment Treaty, as appleabhese
treaties aim to protect investors of both nationsthie other country. Please note that all of thecgedings
mentioned below are currently being disputed byaHou. An unfavorable resolution of some of theseeedings
could have a material adverse effect on the Republi

Occidental - Breach of Contract Claim

In May 1999, Petroecuador and Occidental enteredanparticipation agreement for the exploratiod an
exploitation of hydrocarbons in Block 15, in theiéhte region. On September 16, 2004, Petroecuagiar s
Occidental a notice of breach alleging various gdsufor forfeiture of the participation agreementluding the
unauthorized assignment of 40% of Occidental'stsigind obligations thereunder to Canadian oil compfncana.
Block 15 is one of Ecuador's most productive @lds. In May 2006, the Ministry of Energy and Mirgeclared
the participation agreement with Occidental todreninated due to its alleged breach of the Hydlomas Law. As
a result, all of Occidental's assets were transfeto the Republic. In July 2006, Occidental fieectlaim before
ICSID against Ecuador in an amount of U.S.$3.3idni|l claiming that the termination of the partidipa
agreement constituted the "equivalent of exprojorigt in violation of the US-Ecuador Bilateral Irstenent Treaty,
and that the forfeiture of the participation agreeimwas litigated for political reasons rather tldae to an illegal
assignment.

On October 5, 2012, the ICSID arbitral panel issaedrbitral award in favor of Occidental in thecamt
of U.S.$1.7 billion, plus interest, but it also fauthat Occidental's assignment to Encana was madelation of
Ecuadorian law. The arbitral panel based the amoniihe full value of the contract, with a reduntif 25% due to
such violation. On October 9, 2012, Ecuador filqukttion for a stay of the enforcement of the @abiaward until
an annulment procedure could be carried out. pEtiéion was registered with ICSID on October 1412. On
January 18, 2013, ICSID appointed an ad hoc pamesbplve the petition for the stay. The first nregbf the panel
occurred on March 25, 2013. On May 13, 2013, theepmet to consider a February 13, 2013 petition by
Occidental to lift the currently effective staytbe arbitral award. In a September 30, 2013 dmtishe panel
ratified the stay of the award and held that itdti@ontinue unconditionally.

On August 12, 2013, Ecuador submitted its Brief Afnulment. On October 18, 2013, Occidental
presented its response, arguing that there wassis for an annulment. Ecuador presented its r@plyanuary 6,
2014 and Occidental submitted its rejoinder on bakyr 28, 2014. The hearing concerning annulmeuit face
between April 7 and April 10, 2014. The procegdimvere concluded on April 10, 2014. The resuthefhearing
is pending.

Chevron

In 2006, Chevron brought arbitration proceedingsisg} the Republic under the United Nations
Commission on International Trade Law ("UNCITRAL&)leging the Republic's breach under certain "desfia
justice" provisions under the US-Ecuador Bilatehabestment Treaty. In August 2011, the arbitraburial
established that Ecuador had breached such tradtgleould pay Chevron U.S.$96 million plus compountdrest
calculated from September 1, 2011 until the dateayiment. The tribunal accepted the position ofdelon that any
amount received by Chevron should be subject tg#yenent of a tax at a rate of 87.31% (the prelamjirarbitral
award was approximately U.S.$700 million) and deed the tax amount due to Ecuador from the prabmyi
arbitral award of U.S.$700 million. ConsequentlguBdor filed a petition to annul the arbitral awéefore the
District Court of The Hague, which was denied onyMa 2012. Ecuador presented an appeal to thei@i§ourt
decision, and on May 13, 2013, the Appellate Cotithe Hague heard the arguments of the partiesppeal and
rejected Ecuador's appeal on June 19, 2013. Itef®der 18, 2013, Ecuador presented an appeal tBupseeme
Court of the Netherlands which held hearings orraty 14, 2014. The result of the hearing is pegdi
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On July 27, 2012, Chevron filed a claim before Ehstrict Court of the District of Columbia (Washiog,
DC) seeking recognition and enforcement of thetabaward. On March 25, 2013, Ecuador filed itgebin
opposition with the court, and on April 25, 2013e@ron filed its response. On June 7, 2013 thériBiCourt
confirmed the award in favor of Chevron. Ecuadledffor further appeal on July 1, 2013, to whiche@ron filed
an opposition brief on August 19, 2013. The resaftthis appeal are pending. On September 6, 204G use
Ecuador did not have substantial assets in thei€@istf Columbia, Chevron filed a motion to enalfiléo register
the district court award "in any other district"time United States. Ecuador objected, arguing @egtvron should
be permitted to register the award only in "thosgridts for which Chevron has provided sufficienidence that
Ecuador has substantial assets.” In October 293,20 District Court of the District of Columbiaragited
Chevron's motion to register the award in any othistrict. To date, Chevron has not registeredativard in any
other district and the Republic is not aware thaewon has taken any steps to execute on any askéte
Republic.

On a separate matter, in September 2009, Cheusthd UNCITRAL arbitration claim against Ecuador
for an undetermined amount. The claim seeks indigcatibn for claims brought by indigenous commuastiin
Lago Agrio, Ecuador, against Chevron for environtaedamages. In 2011, an Ecuadorian court rulefédvor of
the Lago Agrio community, ordering Chevron to pays1$19 billion in damages. This amount was reduced
U.S.$9.5 billion in November 2013. Chevron argtieg Ecuador and Petroecuador should be solelpnssigle for
any judgments arising from claims resulting frora ttago Agrio litigation because of "hold harmlepsvisions of
a 1995 settlement agreement ("1995 SettlementVydwt Chevron and the Republic and also claims hreathe
1995 Settlement and the US-Ecuador Bilateral Ieest Treaty. On the other hand, Ecuador arguedtthas not
assumed any obligation to indemnify, protect, dedd Chevron from third party claims. On January 212, the
arbitral tribunal issued an interim award that oede Ecuador to take all available measures to suspbe
enforcement or recognition of the claims in the d.&grio case in Ecuador and abroad. On FebruarpQ®?, the
tribunal issued a second interim award orderingv@e to compensate Ecuador for the costs Ecuadmursnin
performance of its obligations under the interimaeds, and ordered Chevron to post a bond in theuamaof
U.S.$50 million to secure payment of the same. Jlaatiffs for the Lago Agrio case, in November 20bbtained
the seizure of certain bank accounts of Chevrofirgentina and the seizure of Chevron's interesttsiArgentine
subsidiaries. On February 7, 2013, the arbitrdlutial resolved that Ecuador has not complied withdecisions
from the previous awards, and that each party sivglie whether Ecuador must reimburse Chevron iigr a
expenses related to the enforcement proceedingsha&dule of arbitral hearings on the merits of ¢claéms has
been underway and is programmed to take placeMatjfl 17, 2015. The arbitration tribunal has diddbe merits
of the case into three tracks. The first track délcide issues relating to the 1995 Settlementthadbligation of
Ecuador to indemnify Chevron from third party claimThe second track will decide issues relatingenial of
justice claims by Chevron and the alleged breadchetJS-Ecuador Bilateral Investment Treaty. Otnaeks 1 and
2 have been decided on the merits, the third tmitkdetermine any monetary damages that resultech fthe
alleged breaches and will assess the monetary wdltiee environmental damage in the Lago Agrio camity.
On September 17, 2013 the arbitral tribunal issu@drtial track 1 award where it agreed with th@udic in that
the 1995 Settlement did not preclude the Lago Agiaintiffs from asserting claims "in respect okithown
individual rights." According to the arbitrationitunal, the 1995 Settlement bars claims that Ecuadght raise in
the exercise of their own rights, but does nottbarlaims by third parties acting independentlynirthe state in the
exercise of their individual rights. It also helt the 1995 Settlement did not contain an indgnpriovision that
required the Republic to be held liable for anytsa® any judgment rendered against Chevron. Heweahe
arbitral tribunal held that Chevron was a "releggsady” under the 1995 Settlement. The arbitratidrunal did not
decide on the claims of breach of the 1995 Settfiémén response, on January 7, 2014, Ecuador stegig¢he
annulment of the September 17, 2013 partial awacd af the previous interim awards. A date for arimg to
determine the petition for annulment has not yenbecheduled.

In October of 2013, a provincial court of Ecuadwdered thelnstituto Ecuatoriano de la Propiedad
Intelectual(the "Ecuadorian Institute for Intellectual Prayeor "IEPI") to place an embargo on 50 trademarks
Chevron in Ecuador as a result of the Ecuadoriadisteagainst Chevron in the Lago Agrio case. Adom to
IEPI, the embargo was placed in order to guarathtegayment of the verdict amount by redirecting tévenues
from the trademarks to Ecuador, as opposed to Ghevr
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Windfall Profits Tax Litigation

A number of foreign oil companies have sued Ecuadaonnection with the application of Ecuadorian
law 42-2006, which levied a 99% tax on the windfatfits of a number of foreign oil companies. Badescription
of the windfall profits tax, see "The EcuadoriaroBemy — Renegotiation of Oilfield Contracts.” Asesult of the
implementation of the windfall profits tax law, Eador is a defendant in the following arbitratioongeedings:

Burlington Resources, Inc.

Burlington filed an arbitration claim before ICSkh April 2008 against Ecuador, seeking compensation
for alleged modifications to its contracts for thevelopment of Blocks 7 and 21 in Ecuador impose#duadorian
law 42-2006. Burlington argued that such unilateraldification resulted in an expropriation of thiodks that
Burlington was operating, although, subsequenhéocommencement of the proceedings, Burlingtondsév the
contractual claims and based all claims solely mtations of the US-Ecuador Bilateral Investmenedty. On
September 30, 2011, Ecuador filed two counterclageainst Burlington for environmental damage anldifa to
maintain the facilities of Blocks 7 and 21, in ggpeoximate amount of U.S.$2 billion. On Decembér 4012, the
tribunal decided the liability issue in favor of #ington and consequently, on January 28, 2013a#cusubmitted
a petition for reconsideration. Hearings for thergerclaims took place from June 1 to June 7, 20 R&ris.

The arbitral tribunal was scheduled to meet forearing on damages and Ecuador's counterclaims in
August, 2013, but the hearings were suspended atieet request by Ecuador that one of the arbitsatecuse
himself from the decision because of a conflictimterest. Burlington presented its assessmentavhagjes
memorandum on June 24, 2013, to which Ecuador neiggbon May 23, 2014. The arbitral tribunal isrently
determining the procedural schedule for the assesisaf damages.

Perenco Ecuador Limited

On April 30, 2008, Perenco Ecuador Limited ("Pewf filed an ICSID arbitration claim against Ecoad
seeking compensation of U.S.$440 million plus caatsl interest for alleged changes to its contrémtsthe
development of Blocks 7 and 21 in Ecuador impose&duadorian law 42-2006. The amount of the clamains
subject to adjustment. Perenco argued that la®0@% modified the participation of Perenco undartiacts for
development of Blocks 7 and 21 in Ecuador, in tiotaof the contracts and the US-Ecuador Bilatémaéstment
Treaty, and further, that the unilateral modifioatiof the contracts resulted in an expropriatiorthef blocks that
Perenco was operating. On December 5, 2011, Ecdidelbtwo counterclaims against Perenco for envinental
damage and failure to maintain the facilities ob&ds 7 and 21, in an approximate amount of U.Sifidrb On
March 13, 2013, the parties presented their resgentemoranda to the arbitral tribunal. Heariraysktplace from
September 9 to September 17, 2013. The resufedfi¢arings is pending.

Murphy Ecuador Oil Company, Ltd.

Murphy Ecuador Oil Company, Ltd. ("Murphy") hasioted that law 42-2006 modified its contracts for
exploration and production of crude oil in Ecuadesulting in an expropriation and a violation loé tUS-Ecuador
Bilateral Investment Treaty. Murphy filed its ICSl&rbitral claim against Ecuador on September 30,120 he
amount of the claim has not yet been determinedNowvember 2013, the arbitral tribunal rejected HEtus
objection to jurisdiction. Hearings on the mests scheduled to take place from November 17 thrdimyvember
21, 2014.

William and Roberto Isaias Dassum

In 2009, Ecuador commenced an action against Williand Roberto Isaias, who were the President and
Executive Vice-President of Filanbanco S.A, Ecuadlargest bank at the time of its bankruptcy i@20Arguing
before a U.S. federal court, Ecuador alleged thatdefendants embezzled funds and forged finastiéments
thereby resulting in losses suffered by AGD (defiferein) in the amount of U.S.$ 661.5 million. ®ay 30,
2013, the federal court judge granted summary jigtgragainst Ecuador. In August 28, 2013, Ecuaitka for
appeal in the U.S. Court of Appeals for the Thildcc@t, which accepted the appeal and to which lpatities have
submitted their briefs. The Third Circuit has get set a date for a hearing.
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Copper Mesa

Copper Mesa has argued that Ecuador breachedathed@-Ecuador Bilateral Investment Treaty based on
the termination of the Junin, Chaucha and Telinloelacessions and has claimed indemnification fotess than
U.S.$120 million. Hearings to determine jurisdictiovere held in September 2013. The result of therihg is
pending.

Zamora Gold

On July 7, 2011, Ecuador was notified of an aaliibn proceeding for allegedly depriving Zamora d>of
its investments in violation of the Canada-EcuaBoateral Investment Treaty. Since then, the plffiftas not
taken further action. The amount of the claim hatsyet been determined.

RSM Production Corporation

On May 13, 2010, Ecuador was notified of an aaltitin proceeding for allegedly cancelling a mining
license held by RSM Production Corporation in viioia of the US-Ecuador Bilateral Investment Tre&ince then,
there has not been further action by the plaintiffe amount of the claim has not yet been detemhine

Merck Sharp & Dohme

On February 2, 2011, Merck Sharp & Dohme ("Merdi8d a claim against Ecuador alleging denial of
justice for not having provided judicial guarant@ea judgment initiated against Merck by the Earéah company
NIFA S.A. (currently PROPHAR, S.A.) in violation tfie US-Ecuador Bilateral Investment Treaty. Thmant of
the claim in the international tribunal has notlyeen determined. Hearings have been scheduteéd@glace from
the 3% to the 7" of November, 2014.

Hutchinson Port Investments Ltd

In 2012, Ecuador commenced an arbitration procgedagainst Hutchinson Port Investments Ltd.
("Hutchinson"), in theCentro de Arbitraje y Mediacion de la Camara de @otio de Quito("Center for
Arbitration and Mediation of Quito Chamber of Conm&") to recover USD$141 million in damages to Menta
Port Authority. Ecuador alleges that it sufferbdge damages as a result of Hutchinson's unilabealdonment of
the facilities and other defaults under a concesagreement to operate the port at Manta. Heaarngscheduled
to take place from February'@o the 18, 2015 in Panama.

Arch Trading Corp.

On June 26, 2013, Arch Trading Corp. and four othedia companies filed a claim against the Republic
of Ecuador and two other governmental entities tfer alleged seizure of over 200 companies ownedhby
plaintiffs. The plaintiffs allege that they suféer damages exceeding U.S.$1 billion dollars andestgmonetary
damages plus interest and attorney's fees. Ecuweaserved with notice on March 20, 2014 anddsiired to file
its response with the U.S District Court for theuern District of New York by June 21, 2014.

Petrobras Argentina (Ecuador TLC)

On February 26, 2014, Ecuador TLC, Cayman Inteonatj and Teikoku Oil filed a breach of contract
arbitration claim against Ecuador. The claim isroection with an oil-field exploration contract theas terminated
by Ecuador because the plaintiffs did not agrethéonew renegotiated terms. See "The Ecuadoriamdfay —
Economic and Social Policies — Renegotiation ofi€d Contracts." The parties have not yet detagdithe seat
of the arbitration or the governing rules. The antoof controversy has also not been determindtideppends on
the tribunal's calculations of the damages duermihation.
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BALANCE OF PAYMENTS AND FOREIGN TRADE

Balance of Payments

Given Ecuador's dollarized economy, the balancpagfments is important in determining money supply.

A positive balance of payments would increase mangply and a negative balance of payments wouttedse
money supply. Between 2009 and 2013, Ecuador expmed fluctuations between balance of paymentitigfand
surpluses. While there were surpluses in 201128@ there were deficits for each year in 2009,0281d 2012.
In 2009, there was a balance of payments deficl) & $2,647.2 million, which was a decrease of $8%08.1
million compared to a surplus of U.S.$933.9 million 2008. This steep decrease was a result ofgkbieal
economic crisis, which sharply lowered petroleurpats and decreased remittances and inflows irgactiuntry.
The increase in the price of petroleum contribute@ recovery in the balance of payments with a$1212.3
million deficit in 2010 and a U.S.$272 million sluwp in 2011. The 2011 surplus represents a 11@%&dse from
the deficit in 2009. In 2012, an increase in Goweent investment contributed to a deficit of U.8%3 million.

In 2013, an improvement in the financial accoumtt thvas the result of an increase in bilateral detut
corresponding loan disbursements contributed talanioe of payments surplus of U.S.$1,845.9 millittowever,
the current account deficit of U.S.$1,232.1 millicgpresents a decrease compared to the U.S.$ B30ié&n
current account deficit registered in 2012. Thédiadt is the result of an increase in imports, tigatarly with
respect to imported capital goods and raw materials

4.000 -
- CURRENT ACCOUNT 28552
3.000 - CAFITAL AND FINANCIAL -
ACCOUNT
BALANCE OF PAYMENTS
2.000 -
1.000 -
296.6 295.7 3801
o m
-324.6
-1.000 - -330.8 331.2
] 1,232
-2.000 4 -1,607.7
-3.000 -2,817.9
-4,000
2009 | 2010 | 2011 | 2012 | 2013 |

Source: Based on figures from Central Bank April20/onthly Bulletin (Table 3211). Figures from 20fnhd 2010 based on 2013 Yearly
Bulletin

In the past 5 years, the total balance of paymiassheavily depended on petroleum exports. Althoug

non-petroleum exports are increasingly becomingrger portion of the Republic's GDP, there has tweemon-
petroleum trade balance deficit for the past figarg. Increasing petroleum exports due to theasa in petroleum
prices have offset this deficit and resulted inrlyetrade balance surpluses or reduced deficitse past five years
have also seen a steady decrease in remittanaadfi8.$2,735.5 million in 2009 to U.S.$2,591.5 foill in 2010,
a slight increase to U.S.$2,672.4 million in 2041decrease to U.S.$2,446.9 million in 2012 anchsligcrease to
U.S.$2,449.5 million in 2013. These decreaseslaecto the ongoing crisis in Spain, which represerthird of all
remittances to Ecuador, and the global economgiscthat has reduced remittances worldwide. Theease in
2013 was due to the improved economic situaticdhénUnited States.

The following table sets forth information regamlithe Republic's balance of payments for the period
indicated.
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Current ACCOUNE........uuvvvveverenenns

Balance of Payments

(in millions of U.S.$)

Trade DalanCe..........uuvviiiiiiiiiiiiiie e e

Exports (FOBY

Petroleum and derivatives.................. e veeeeeeciiieeennn
NON-PELIOIEUM ...ttt
Non-registered commerce and other exports.............
IMPOIS (FOB) ...ttt

SerVICeS .....covveveiiieieiee
Rendered services (credit)
Transportation...............
Travel.....cccoocveiienens

Rendered services (debit)
Transportation...............
Travel....ccoooeeveiienens

Investment income.................
Inflows (credit) ..................

OUutflows (dEDBIt) ..ocovvvviieeeeeee e
Employees' remuneration.............ceeeesceeeeeiiveeee e,

Direct investment incom

e

Net transfers.........cccccevnenn.
Emigrant remittances .......

Capital and financial account ...
Capital account ...........c..c......

Financial account .................

Direct Investment...............
Portfolio INvestment ..........ccoooviie e

Other Investment..............

Errors and omissions ...............

Total balance of payments........

Financing ........ccccoevieeeennins
International ReservéR,

IMF loans ..........ccccevvvvnvnnns

Exceptional Financing, nét

For the year Ended December 31,

2009 2010 2011 2012 2013
(in millions of U.S. dollars)

296.6 -1,607.7 -324.6 -330.8 -1,232.1
143.6 -1,504.0 -160.3 37.1 -630.2
14,412.0 18,137.1 23,082.3 24,568.9 25,700.3
6,964.6 9,673.2 12,944.9 13,792.0 14,107.7

6,898.4 7,816.7 9,377.5 9,972.8 10,754.5
548.9 646.7 760.0 804.1 830.2
-14,268.4  -19,641.1 -23,242.6 -24,531.8 -26,330.5

-1,281.8 -1,522.4 -1,562.7 -1,389.8  -1,472.7
1,336.5 1,472.2 1,587.5 1,808.5 2,057.6
3455 359.8 398.9 411.9 424.1
670.1 781.3 843.4 1,032.5 1.246.2
320.9 331.1 345.2 364.1 387.3
-2,618.3 -2,994.7 -3,150.2 -3,198.4 -3,530.3
-1,369.2 -1,716.2 -1,761.7 -1,708.4 -1,779.4
-548.7 -568.1 -593.7 -610.6 -621.4
-700.5 -710.4 -794.9 -879.4 -1,129.5
-1,280.5 -1,039.6 -1,220.2 -1,304.7 -1,406.3
199.1 7.7 84.5 105.3 112.7
-1,479.6 -1,117.3 -1,304.7 -1,410.0 -1,519.1
-6.4 -6.9 -7.6 -8.4 -9.8
-838.2 -546.9 -701.0 -675.7 -652.0
-65.5 -64.3 -61.5 -64.0 -63.7
-569.5 -499.3 -534.5 -661.8 -793.6
2,715.4 2,458.4 2,618.6 2,326.6 2,277.2
2,735.5 2,591.5 2,672.4 2,446.9 2,449.5
-2,817.9 295.7 390.1 -331.2 2,959.2
76.3 78.8 49.6 72.9 27.7
-2,894.2 216.9 340.5 -404.1 2,931.5
307.7 163.1 643.6 584.6 702.8
-3,141.5 -731.1 41.0 66.7 -909.8
-60.5 784.9 -344.1 -1,055.4 3,138.6
-125.9 99.7 206.5 80.1 118.8
-2,647.2 -1,212.3 272.0 -581.9 1,845.9
2,647.2 1,212.3 -272.0 581.9 -1,845.9
681.0 1,170.0 -335.6 475.1 -1,878.0
1,966.2 42.3 63.6 106.8 32.1

Source: Based on figures from Central Bank April2®ionthly Bulletin (Table 3211). Figures from 20fnhd 2010 based on 2013 Yearly

Bulletin
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(1) Figures differ from "Exports-(FOB)" charts and "R&DP by Expenditure” chart due to the inclusiomof-registered commerce
and "other exports." "Non-registered commerceluides goods, which for some reason are not registey customs. Ecuadorian
customs may not register commerce under variouatsins including, but not limited to, delays iretsubmission of export forms,
false declarations, different statistical treatmiarthe country with which Ecuador has engagedéadd, sales of contraband, and arms
trade. "Other exports" includes exports of goods [frocessing, repair of goods, goods acquired artspthrough various
transportation means and non-monetary gold.

(2) Data corresponds to changes in International ReseriXegative numbers indicate an increase innatemal Reserves and positive
numbers indicate a reduction.

(3) Data refers to the refinancing of existing debtaficing necessary for repayment of arrears, antsIpeocured for the purpose of
financing the balance of payments.

Current Account

Ecuador recorded a current account surplus of @98.% million in 2009. In 2010, exports declinaged
to the global economic crisis and imports, with gxeeption of petroleum imports, increased causirdgficit of
U.S.$1,607.7 million in 2010 and U.S.$324.6 million2011. The 79.8% reduction of the deficit inl20vas due
to the favorable performance of the balance of gogdrticularly the increase in oil exports, whiohreased by
33.8%. In 2012, the oil exports continued to inyeraue to the increasing price of petroleum. Etgimcreased by
6.4% in 2012 and contributed to a reduced defidi.&.$330.8 million, a 79.4% reduction with respic2010, but
a 1.9% increase compared to 2011.

In 2013, the current account reflects a deficio®.$1,232.1 million, which was partly due to tlesult of
lower services and investment income balances anthply a result of a decrease in the trade badathee to an
increase of imports. The current account defigitse financed by external debt, including Chineitsédral credits.

Although there has been an increasing level of nspsince 2009, the rate of increase has declired o
the last 5 years due to the Republic's promotiodarhestic production. In 2010, imports increasg®Bb.7% as
compared to the previous year, while the rate dedlito 18.3% in 2011, 5.5% in 2012, and 7.3% in3201

The trade balance registered a surplus of U.S.$&jlllon in 2012, an increase from a deficit of
U.S.$160.3 million in 2011. The surplus was duth®increase in petroleum exports coupled withréaleiced rate
of growth in imports as compared to the previousryelhe trade balance registered a deficit of $630.2 million
in 2013 due to the increase in imports from thevipnes year.

The services balance registered a deficit of U.3888 million in 2012, which was a decrease fréw t
deficits of U.S.$1,562.7 million and U.S.$1,522.4lion in 2011 and 2010, respectively. Althougleté has been a
negative services balance from 2008 to 2012, iser®én travel and transportation services haveriboméd to a
decrease in the deficit. The services balancestegd a deficit of U.S.$1,472.7 million in 2013high is a
U.S.$82.9 million increase from 2012. This inceeagas the result of an increase in the amount vices that
were contracted to work on domestic infrastrucn@gects.

The investment income balance registered a defidit.S.$1,406.3 million in 2013, which was an irase
from the deficits of U.S.$1,304.7 million and U.$,820.2 million in 2012 and 2011, respectively.eTihcrease in
the investment income deficit is primarily due b@ increased outflows as compared to the previeas gnd year-
to-year fluctuations since 2008 generally refle@ntls on returns and investment performance experie
throughout the global economy. The portfolio inmesnt income decrease to U.S.$65.5 million in 280®e result
of the 2009 tender offer for the 2012 and 2030 Bondbee "Public Debt—Debt Obligations." The inwesit
income balance registered a deficit of U.S.$1,406il8on in 2013, which is an increase of the dieffom 2012.
This increase was the result of an increase inrdstepayments related to the increase in bilatdeddt and
corresponding loan disbursements.

Remittances, which are primarily denominated in ddilars and Euros, are an important source of net
transfers to Ecuador's current account. As atre$uhe global economic crisis, inflows from retaiices declined
by 11.3% and 5.3% in 2009 and 2010, respectivelyy Kespect to previous periods. In 2011, remdenincreased
by 3.1%, but in 2012 decreased 8.4% with respe20id. In 2013, remittances increased to U.S.82%nillion
as a result of the improved economic situatiorhi Wnited States. In 2013, the majority of thegaittances came
from the United States, Spain and Italy with 48.(%,2% and 7.1%, respectively. The year by yaatdlation in
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aggregate remittance levels reflect the econontigason of those countries from where the remité@nare
generated.

Capital and Financial Account

The capital and financial account measures valoatio Ecuador's assets and liabilities againsttiodshe
rest of the world (other than valuations from exmel financings). Ecuador recorded a capital &ndncial
account deficit of U.S.$2,817.9 million in 2009hi¥ decrease was due to the decrease in worldwidsstiment as
a result of the global economic crisis and the relpase of the 2012 and 2030 Bonds. See "Publidc Bdbebt
Obligations.” In 2010 and 2011, the capital am@ricial account showed a surplus of U.S.$295.Tiamiland
U.S.$390.1 million, respectively. These surplusesdue to the increase in direct investment empthbelow. In
2012, the capital and financial account registesedeficit of U.S.$331.2 million due to the net flowef other
investments such as trade credits, currency, apdsits. In 2013, the capital and financial accawgiistered a
large surplus of U.S.$2,959.2 million due to ther@ase of bilateral investment in Ecuador's infrestire.

In Ecuador, total direct investment decreased ftd®.$307.7 million in 2009, to U.S.$163.1 milliom i
2010. In 2009, most foreign investment was dirkdtmvards mining, transport, and communicationds with
other accounts, the decrease in 2010 was due &ffdas of the global financial crisis, which éad over from the
previous year. After 2010, the heightened uncatifan the global financial markets as a resulthaf debt crisis in
developed countries generally resulted in increasgaital flows into Latin America and resulted ircieases in
direct investment. Direct investment totaled U623 6 million in 2011, a 295% increase with respgedhe direct
investment in 2010. Direct investment totaled B584.6 million in 2012. Although this representslecrease
from 2011, Ecuador experienced an increase in dimestment for 2013, where direct investment leata
U.S.$702.8 million a 20.2% increase from 2012. sTincrease was due to continuing investment in &ots
infrastructure, in particular, its electricity amter sector.

The investment portfolio showed a deficit of U.S1$8L.5 million in 2009, due to the repurchasin@012
and 2030 global bonds that year. After a defi€iUd5.$731.1 million in 2010, the investment politioshowed a
surplus of U.S.$41.0 million and U.S.$66.7 millidor the years 2011 and 2012, respectively. In 2(h8,
investment portfolio showed a deficit of U.S.$90m#lion.

International Reserves

Ecuador's International Reserves (defined heraic)udes, among other items, cash in foreign cwye
gold reserves, reserves in international instingjoanddeposits from Ecuador's financial institutions and non-
financial public sector institutions.In 2013, Ecuador's International Reserves tdtaleS.$4,630.5 million, an
increase from 2012, when International ReservedadtU.S.$2,482.5 million.

On May 16, 2014 the Central Bank and Goldman Saafesnational ("GSI") entered into a 3-year gold
transaction in which the Central Bank transfernednitial amount of approximately 465,619 ouncegoid (valued
at the date of the transaction at approximately &08%million) and in return receives a fixed ratetba value of the
gold transferred to GSI. Under this transactigegorumaturity, the Central Bank is entitled to regeethe return of
the gold from GSI without payment by the CentrahBgprovided that certain credit events relatingh® Republic
do not occur. Upon the occurrence of any appleabédit event, GSI will retain the gold unless @entral Bank
pays its dollar value. In the event the price ofdgdeclines and is worth less than U.S.$470 nnillithe Central
Bank must deliver an additional amount of gold taeke up the difference subject to a limit of a tosdl
approximately 697,619 ounces of gold. Accordinghge Republic's gold reserves could decrease irvteat the
price of gold declines or a credit event occurs cértain limited circumstances some gold can bermed to
Ecuador if the price increases above a certairshioid.
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Foreign Trade
Merchandise and Services Trade

Ecuador has historically been an exporter of pnnggrods, and an importer of raw materials, capéay
intermediate goods, as well as manufactured praediitie Republic's main exports are relatively kditn terms of
sectors and export markets. Two of Ecuador's gralaxport markets, the United States and the Eamopnion,
have been significantly affected by the global ssgen that started in 2008-2009. In 2011, 2012, 203 the
United States, the European Union and the Andeann@mity were the destinations for the majority augdor's
exports. Ecuador continues to seek to expand fhestpf goods it exports as well as its tradingneasg through
engaging with, and obtaining funding from developtriganks and other strategic initiatives. Since2l @&troleum
and petroleum derivatives have comprised the ngjofiEcuadorian export products. According to @tp (FOB)
data, in 2009, 2010, 2011, 2012, and 2013 expoftpetroleum and petroleum derivatives accounted for
approximately 48.3%, 53.3%, 56.1%, 56.1%, and 54rt88pectively, of total exports. Between 2009 26d3,
non-petroleum exports, which include, among oth#osyers, vehicles, manufactured textile produatd aeafood,
increased an average of 9.7% per year. Ecuadtakexport trade has grown steadily during thegoebetween
2009 and 2013, except in 2009, due to the finarmials. According to exports (FOB) data, in 20f8al exports
rose to U.S.$24,958 million, compared to U.S.$23,#fllion in 2012.

The following table shows the overall balance afl& for the periods indicated:

Overall Balance of Trade®
(in millions of U.S.$)

Exports Imports Balance
Year Ended December 31, 2009 ................. 41240 14,268.« 143.6
Year Ended December 31, 2010 ................. 1381 19,641.. -1,504.0
Year Ended December 31, 2011 ................. 0833 23,242.1 -160.3
Year Ended December 31, 2012 ................. 56819 24,531.1 37.1
Year Ended December 31, 2013 ................. 7@B3 26,330.! -630.2

Source: Based on figures from Central Bank April28/onthly Bulletin (Table 3211)

(1) Data for exports and imports reflect figures froBalance of Payments" chart

Trade Policy

Ecuador's trade policy has focused on protectiftarization, avoiding a decrease in the money syppl
integrating into the international economy, as vasllincreasing the access of Ecuadorian goodseamites to new
markets and, until recently, reducing non-tariffriEs to trade.

Until the late 1980s, Ecuador used tariff barriéos protect its domestic industry against foreign
competition. Import duties ranged from zero to 298th up to fourteen different rates.

In the early 1990s, the Government began to sizanifly liberalize its foreign trade policy. As sudt of
those reforms, the tariff structure was simplif@ad currently consists of a seven-tiered struc(Qfé, 3%, 5%,
10%, 15%, 20% and 35%), with levels of 5% for mosiv materials and capital goods, 10% or 15% for
intermediate goods, and 20% for most consumer goddsnall number of products, including plantingds, are
subject to a tariff rate of zero, and the 35% tasifexclusively applied to the automobile industAverage tariff
levels were reduced from 29% in 1989 to 6% in 2004.

In January 2009, the Republic, through tBensejo de Comercio Exterior e Inversion@&oreign
Commerce and Investment Council"), imposed tawffgeneral applicability on some consumer goodsoints)
including products imported from countries with winiEcuador has commercial treaties honoring prefdestatus.
Ecuador enforced these tariffs for one year, ireotd restore its trade balance.

In 2007, Ecuador introduced an exit tax of 0.5%amy currency leaving the country (the "Currency

Outflow Tax"), which was subject to a number of mptions. Since December 2007, Ecuador has pragedss
increased the Currency Outflow Tax as a measursufiport a positive balance of trade. The tax astsa
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devaluation of the U.S. dollar in Ecuador, theretgking imports more expensive and fostering locablpction.

In December 2007, Ecuador increased the Currendffo@uiTax to 1% and eliminated the applicable ex@ons.

In December 2009, the Currency Outflow Tax incrdafem 1% to 2% and included an exemption for finst f
U.S.$500 per transaction. In November 2011, thee@ay Outflow Tax increased from 2% to 5% andudeld an
exemption for the first U.S.$1,000 in a 15 day peras long as no debit or credit card is used éntthnsaction.
Payments of external public debt and dividends paidreign shareholders are also exempt fromtthis

There have also been measures taken to increadeplociuction, including the creation of the Minysof
Commerce and the enactment of the Production Ceeke,"The Ecuadorian Economy — Economic and Social
Policies — Production Code."

Regional Integration

Ecuador's trade integration policy consists of iimgenew markets strategically, promoting the gfiowt
non-traditional exports, and encouraging investmericuador has intensified its efforts to strengtheade
arrangements with its primary partners, including:

« Removing regional trade restrictions as a membél#DI (a regional external trade association that
includes Ecuador, Argentina, Bolivia, Brazil, Chi@lombia, Cuba, Mexico, Panama, Paraguay, Peru,
Uruguay and Venezuela);

* Reducing or eliminating tariff barriers to trads, @ member of the Andean Community, except with
respect to measures taken to increase the Republitance of payments in 2009 as a result of the
global recession;

» Entering into bilateral trade agreements with Cdi@an Venezuela and Bolivia that are aimed at
levying uniform tariffs on goods from third partjes

« Entering into a bilateral trade agreement with €mil 1994, which was expanded in 2008;

» Negotiating a bilateral association agreement Rahaguay;

« Maintaining preferential access to European Uniwmaugh preferential trade status;

» Entering into theSistema Unitario de Compensacion Regioiftegional Payment Compensation
Unitary System" or "SUCRE"), with the government®olivia, Ecuador, Cuba, Honduras, Nicaragua
and Venezuela in 2009, which sets forth an acconittand function as a means of payment, intended
to be used by national banks and to eliminate #eeai currency for international trade transactions
and

» Restarting negotiations with the European Unior2@13, in respect of the Multiparty Commercial
Agreement.

Composition of Trade

In 2009, exports decreased by 26% to reach U.S$33nillion. This was mainly due to the effectstiod
global financial crisis and decreases in oil pricgsude oil exports decreased by 41% while otheoes decreased
3% from 2008 levels. Thus, for this year crudeesiports were approximately equivalent to non-croitlexports.

By 2010 exports recovered and grew 26% over 2008lde totaling U.S.$17,490 million. This increase
was primarily driven by the recovery in oil pricas well as products such as coffee (exports roadyn£9% over
2009 levels) and shrimp (28 % growth in exports parad to 2009).

In 2011 the trend of increasing export activity omed, with total exports reaching U.S.$22,322lioml|
an increase of 28% over 2010 levels. As in 201€reimses in both oil and non-oil exports resultedvierall export
growth. Growth was particularly evident in crudé (#2%), petroleum derivatives (59%), coffee (109%dcao
(35%) and shrimp (39%).

In 2012, exports continued to grow, although aloaver pace than in 2010 and 2011. Exports incakase

6% in 2012, reaching a total of U.S.$23,765 millicBrowth in this year was primarily the resulttbé increase in
crude oil exports (8%), shrimp exports (9%) andat(end other fish) exports (26%).
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In 2013, exports increased to U.S.$24,958 millam,increase of 5.0% compared to 2012. The increase
was primarily due to the improved banana (14%) eexcho (24%) production, a sharp increase in shergorts
(41%), and an increase in crude oil exports (5.5%).

The following table sets forth information regamgliexports for the periods indicated.

Exports - (FOB) @
(in millions of U.S$ and as a % of total exports)

2009 2010 2011 2012 2013
U.Sq % (URSHY % (URSHY % U.Sq % U.Sq %
Crude oil 6,284 45.3 8,952 51.2 11,800 52.9 12,711 53.5 13,412 53.7
Bananas and plantains 1,99614.4 2,033 11.6 2,246 10.1 2,078 8.7 2,373 9.5
Petroleum derivatives 681 4.9 721 4.1 1,145 5.1 1,081 4.5 696 2.8
Shrimp 664 4.8 850 4.9 1,178 53 1278 54 1,798 7.2
Cacao 343 25 350 2.0 474 21 345 15 427 1.7
Coffee 47 03 56 0.3 117 0.5 75 0.3 28 0.1
Tuna and other fish 234 1.7 237 14 257 1.2 324 14 265 11
Other productéz) 3,615 26.1 4,291 245 5,105 22.9 5,872 247 5959 239
Total 13,863 100.0 17,490 100.0 22,322 100.0 23,765 100.0 24,958 100.0

Source: Based on figures from Central Bank April26/onthly Bulletin (Table 311)

(1) Total export figures differ with export figuresofn "Balance of Payments" chart and "Real GDP byeBgpure" chart due to the
exclusion of "non-registered commerce" and "othgyoets" figures in calculation of total exportstinis chart. See footnote 1 of

"Balance of Payment" chart.
(2) "Other products" consist of non-traditional primaampd manufactured products, including canned sdaflowers, vehicles,

manufactured metals and chemicals

The following table sets forth information regamglimports for the periods indicated.

Imports - (CIF)
(in millions of U.S.$ and as a % of total imports)

2009 2010 2011 2012 2013
Us.$ % U.S.$ % U.S.$ % U.S.$ % U.S.$ %

Consumer goods

Non-durable goods ................. 1,985 13.2 72,3 115 2,862 11.7 2,931 11.5 3,064 11.2
Durable goods...........cccocuveennne 1,279 8.51,999 9.7 2,144 8.8 2,162 85 2,198 8.1
Fuel and combustibles.......... 2,642 17.5 4,338 21.1 5,369 22.0 5,612 22.0 6,270 3.0 2
Primary Materials
Agriculture..........ccccceeeviieeenn. 670 4.4 841 4.1 1,011 4.1 1,059 4.2 1,122 4.1
Industrial.........cccccoeeiiniieinnenn 3,798 25.2 4,975 242 5877 241 5,796 22.7 6,226 22.8
Construction materials............ 547 3.6 586 8 2. 853 35 968 3.8 1,023 3.7
Capital Goods
Agriculture..........ccccceeeviineenn. 96 0.6 19 0.4 108 0.4 121 0.5 126 0.5
Industrial.........cccccoeeeeiiiiiiiinnn, 2,740 18.2 3,536 17.1 4,209 17.2 4,642 18.2 5,080 18.6
1,284 8.5 1,769 .6 8 1,807 7.4 1,969 7.7 1,889 6.9
48 0.3 84 0.4 45 0.2 46 0.2 67 0.2
Total .o 15,090 100 20,591 100 24,438 100 25,477 100 27,305100

Source: Based on figures from Central Bank April20/onthly Bulletin (Table 317)
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Ecuador's largest trading partners are the Unitate§ the European Union, Peru, Chile, and Colambi
The following table sets forth information regamglithe country of destination of the Republic's exqpo

Exports - (FOB)®

(in millions of U.S$, and as a % of total exports)

2009 2010 2011 2012 2013
uss % uss % u.s.$ % us.$ % Us.$ %
Americas
United States.........ccccevvevennnenns 4,62633.4 6,078 34.7 9,771 43.8 10,617 447 11,131 44.6
Peru ..o 399 6.8 1,336 7.6 1,766 7.9 1,991 8.4 1,883 7.5
Colombia........cccoeeiiiiiiiiianinne 678 94. 793 4.5 1,026 4.6 1,056 4.4 922 3.7
Chile...oiiiiiiiiieie e ®0 65 847 4.8 1,106 5.0 1,991 8.4 2,464 9.9
Other (Americas) 3,499 249 4,228 24.2 4,057 18.2 2,980 12.5 2,153 8.6
Total Americas..........cceevvveeenne 10,642 76.8 13,282 75.9 17,726 79.4 18,636 78.4 18,553 74.3
Europe
European Union (EU) .. 2,082 15.0 68,2 13.0 2,690 12.0 2,446 10.3 3,041 12.2
ALY ..o 579 4.2 582 3.3 582 2.6 487 21 422 1.7
United Kingdom.................... 99 0.7 84 0.5 139 0.6 164 0.7 186 0.7
GEermany ......ccccevvveeriieeennnen 327 42 320 1.8 493 2.2 377 1.6 415 1.7
SPAIN ..o 735 26 354 2.0 468 2.1 442 1.9 782 3.1
Other (EU) ...coovveiiiieiiieeee. 720 55. 924 5.3 1,007 4.5 975 4.1 1236 5.0
Rest of EUrope .........cccoeevvvennneen. 756 5.5 765 4.4 923 4.1 947 4.0 1,057 4.2
Total EUrope .......eeeevvvveiiieennns 2,838 30. 3,030 17.3 3,613 16.2 3,392 14.3 4,098 16.4
Asia
TaIWAN ..o 18 .10 15 0.1 11 0.0 6 0.0 8 0.0
Japan.... . 910 0.8 402 2.3 349 1.6 657 2.8 570 2.3
China.....ocoeeiiiiiie e 412 0.9 329 1.9 192 0.9 392 1.6 569 2.3
South Korea .......cccceecveeeiiiennnen. 7 0.0 9 01 29 0.1 40 0.2 45 0.2
Other countries..........cccoccvveennen. 83 0.6 339 1.9 304 14 483 2.0 889 3.6
Total ASia ..c.cevevieeeiieeiieeee 342 25 1,095 6.3 885 4.0 1,578 6.6 2,082 8.3
AFFICA o 16 0.1 50 0.3 65 0.3 110 0.5 112 0.4
Oceania.......cceeeueeeiiiieesiinenenns 22 0.2 30 0.2 31 0.1 31 0.1 36 0.1
Other countries..........cccceeevennee. 4 0.0 3 0.0 3 0.0 17 0.1 77 0.3
Total .o 13,863 100 17,490 100 22,322 100 23,765 100 24,958 100

Source: Based on figures from Central Bank April20/onthly Bulletin (Table 314)

(1) Total export figures differ with export figures fro"Balance of Payments" chart and "Real GDP by Edjtere" chart due to
the exclusion of "non-registered commerce" andéogxports” figures in calculation of total exparighis chart. See footnote
1 of "Balance of Payment" chart.
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The following table sets forth information regarglihe country of origin of the Republic's imports the

periods presented.

North America
MEXICO ....vvveieiiiiiiie e
United States..........ccceeeeeneene.
Central America

South America and the
Caribbean

Rest of South America
and Caribbean..............ccc.e.....

TOTAL AMERICA..................

Europe

Restof EU.....ccooviviiiice
Rest of Europe.........ccocoevenuenee.
TOTAL EUROPE

Asia

Regions excluding North
America, South America,
Caribbean, Central America,
Europe and Asia............c.......

Merchandise Imports (CIF) by Country of Origin

(in millions of U.S.$, except percentages)

Percentage of Total

For the Year Ended December 31, Exports
2009 2010 2011 2012 2013 2009 2013
581.4 727.6 869.9 888.3 986.5 3.9% 3.5%
3,962.4 5,736.4 6,120.6 6,802.4 7,879.1 26.3% 988.9
40.8 102.2 88.7 94.4 108.3 0.3% 0.4%
495.3 584.9 543.7 479.9 416.5 3.3% 1.5%
673.5 853.8 938.1 928.7 876.1 4.5% 3.2%
12.2 19.5 8.7 31.1 109.8 0.1% 0.4%
1,537.9 2,022.3 2,220.9 2,198.2 2,296.2 10.2% 4%8.
498.8 564.3 618.8 628.0 629.5 3.3% 2.3%
- - - 1,601.3 1,824.9 - 6.7%
665.7 1,035.6 1,141.9 1,129.8 1,119.8 4.4% 4.1%
1,595.0 2477.4 3,5698.7 1,097.9 696.3 10.6% 2.6%
10,063 14,124 16,150 15,880 16,943 66.7% 62.1%
384.3 475.6 568.5 592.2 585.3 2.5% 2.1%
242.1 274.6 283.7 284.1 292.8 1.6% 1.1%
167.9 268.8 325.0 612.5 739.6 1.1% 2.7%
111.2 76.9 145.3 486.3 342.6 0.7% 1.3%
675.2 732.7 996.4 939.1 974.2 4.5% 3.6%
190.3 182.4 295.1 360.6 2875 1.3% 1.1%
1,771 2,011 2,614 3,275 3,222 11.7% 11.8%
1,100.2 1,606.5 2,289.8 2,828.5 3,484.9 7.2% 12.8%
560.1 692.6 660.7 731.6 600.8 3.7% 2.2%
122.9 168.2 194.6 192.8 207.0 0.8% 0.8%
413.1 896.9 929.9 796.4 1,014.2 2.7% 3.7%
2,945 4,209 5,191 5,913 6,754 19.5% 24.7%
310.6 246.3 483.2 409.1 384.4 0.7% 1.4%
15,090 20,591 24,438 25,447 27,305 100% 100%

Source: Based on figures from Central Bank April20/onthly Bulletin (Table 314)

Foreign Direct Investment

Ecuador's foreign direct investment policy is gmest largely by national implementing legislatiom foe
Andean Community's Decisions 291 of 1991 and 2929%3. Generally, foreign investors enjoy the saigkts
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Ecuadorian national investors have to form commarkereign investors may own up to 100% of a bssirentity
in most sectors without prior Government approaal face the same tax regime.

Currency transfers overseas are unrestricted withect to earnings and profits distributed abreadlting
from registered foreign investment provided thdtgattions relating to employee revenue sharing rahelvant taxes,
as well as other corresponding legal obligations,naet.

Certain sectors of the Ecuadorian economy are veddpr the state. All foreign investment in peguain
exploitation and development in Ecuador must beieduout under contracts with the Hydrocarbons &aciat of
Ecuador.

Direct foreign investment reached U.S.$307.7 millid).S.$163.1 million, U.S.$643.6 million, and
U.S.$584.6 million in 2009, 2010, 2011, and 2012pestively. Direct foreign investment in 2013 et
U.S.$702.8 million, which is the largest amountdirfect foreign investment in the last five yeadn 2013, the
petroleum sector represented the largest percerthgirect foreign investment with 34.1% of all @stment.
Manufacturing and commerce followed with 19.1% a6d% respectively.

The following table sets forth information regargliforeign direct investment by sector for the pdsio

indicated.
Foreign Investment by Sector
(in millions of U.S$, and as a % of total foreigvéstment)
2009 2010 2011 2012 2013
us.$ % us.$ % us.$ % us.$ % us.$ %
Agriculture, forestry, hunting and fishing.............. 52.2 17.0 10.6 6.5 0.4 0.1 17.8 3.0 251 3.6
COMMETCEY .......oooveeeeeeeeeeeeeeeeeae e 84.2 27.4 93.5 57.4 77.6 12.1 83.0 14.2 105.2 15.0
CONSIIUCHION ..ot meee e -13.9 -4.5 27.8 17.0 50.1 7.8 31.1 5.3 68.7 9.8
Electricity and water ..............coooveiiievvame e, 3.0 1.0 -5.9 -3.6 -10.6 -1.7 46.9 8.0 28.1 4.0
Petroleum? ... 5.8 19 1780 109.2 3792 58.9 224.9 385 2397 341
ManUFACTUNING .....c.veeeierriiiie e smemm e 117.7 38.3 118.1 725 121.8 189 1356 232 1344 19.1
Social and personal Services..............oceeeeeeeenne 18.1 59 22.5 13.8 27.8 4.3 1.7 0.3 -2.4 -0.3
Services rendered to buSINESSES ..........ccummeeunnnn -23.6 -7.7 68.0 41.7 44.9 7.0 39.5 6.7 113.0 16.1
Transportation, storage and telecommunica....... 642 _ 209 -3496 -2142 -474 74 42 07 89 -13
TOtAl e 307.7 100 163.1 100 643.6 100 584.6 100702.8 100

Source: Central Bank Quarterly Balance of Paym@&uhetin No. 46 (Table 9)
(1) Commerce includes investment in commercial inftagtire and real estate
(2) Includes mining and natural gas

The 2008 Constitution contains certain principletating to foreign investment, including promoting
national and international investment, with prigriteing given to national investment and a complearg role
being attributed to international investment; sabigy foreign investment to Ecuador's national ldgamework
and regulations; prohibiting expropriation withaotlemnification; limiting access to strategic sesfovhich will
remain under state control; providing for disputelgting to international agreements to be resolwea regional
(Latin American) forum; and preventing disputeswesn the Republic and private companies from beegmi
disputes between sovereigns. These principles aterialized in the enactment of the Production Cqdee
"Economic and Social Policies — Production Cod#ig creation of the MICSE aricuador Estratégicaon the
procurement of foreign investment (see "The EcuadoEconomy — Strategic Sectors of the Economyil] a
Article 422 of the Constitution, which sets paraenstfor disputes relating to international agreesen
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MONETARY SYSTEM
The Central Bank

The role of the Central Bank is to promote and igbute to the economic stability of the country.atts
as the manager of the public sector's accountpenddes financial services to all public sectastitutions that are
required to hold their deposit accounts in the @drBank. Management of these accounts primarilyolives
transfer operations between entities, includingnfrine Government to other entities, and transferactounts in
other banks, both foreign and domestic. The CeBaak is also the central coordinator of the payinsgstem. All
domestic banks conduct their clearing operatiomsuiljh the Central Bank, and also use the bank o their
liquidity reserves. In addition, the Central Bamlonitors economic growth and economic trends. Tapaplish
this task, it has developed statistical and re$earethodologies to conduct analyses and policymasendations
on various economic issues.

The functions of the Central Bank were sharplyuced as a result of the Dollarization Program.dt n
longer sets monetary policy or exchange rate pdiicyEcuador. Instead, the Ecuadorian economyuiseatly
directly affected by the monetary policy of the tédi States, including U.S. interest rate policye Htuadorian
Economic Transformation Law, which made the U.Sladdegal tender in Ecuador, provided for the CanBank
to exchange, on demand, sucres at a rate of 25/86s per U.S.$1. The law also prohibited the i@eB&ank from
incurring any additional sucre-denominated lialgiit and required that the Central Bank redeemesceins and
bank notes for U.S. dollars.

Pursuant to the 2008 Constitution, the role ef@entral Bank has changed further in that itsaitthand
autonomy have decreased. Currently, the main ifumetof the Central Bank are to execute Ecuadoosetary
policy, which involves managing the system of pagtaginvesting International Reserves, managindithedity
reserve, and acting as depositary of public fumdsas a fiscal and financial agent for the Republitie Central
Bank also sets policy and strategy design for natiadevelopment, executes the Republic's macroeciano
program, and maintains financial statistics, whtgtublishes in monthly bulletins.

On January 16, 2013, the Central Bank named Diegdiivez as its new president. The President of the
Central Bank is appointed to a five-year term aedds the board, tH@irectorio, of the Central Bank. According
to theLey Reformatoria a la Ley de Régimen Monetario gd®adel Estaddthe "Law for the Monetary Regime and
State Bank"), the board is comprised of the follogvimembers, who may all exercise a right to voig:tle
President, (2) the Minister of Economic Policy @& Helegate, (3) the Minister of Production or tdegate, (4) the
delegate of public financial institutions of devefoent, (5) the National Secretary of Planning ardelegate, and
(6) the Minister of Finance or his delegate. Thpeaintendent of Banks and the General ManageheoCentral
Bank may attend board meetings but have no rightate. Under the supervision of the board, the e&a&n
Manager oversees operations of the Central Banichadperates through the office of the Vice Gengfahager in
Quito and two other branches in Cuenca and Gualaqui

The Law for the Monetary Regime and State Bank disines the role of the Government-owrigahco
del Estado(the "State Bank"). Since 1979, the role of that&SBank has been to finance Government investment
and infrastructure projects through loans to myailifies and provinces and to grant loans to mpaldies and
provinces. As of December 2013, the State Bank W&$977.8 million of outstanding loans to Ecuélor
Autonomous Decentralized Governments.

Although it has the capacity to do so, the CerBahk has not issued any notes in the past 6 yeEns.
Republic is not currently under a structural agreetnh such as a stand-by or similar agreement, with
International Monetary Fund or similar internatibnaultilateral institutions. While Ecuador has marticipated in
an International Monetary Fund ("IMF") Article I\Vbasultation since 2007, it has engaged in discassiath the
IMF to participate in an Article IV consultation.
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Financial Sector

Supervision of the Financial System

The financial sector consists of various finandratitutions, insurance companies, and the seeariti
markets, in accordance with the Law for the Monet&egimen and State Bank Law and ttey General de
Segurog"Insurance Law.") The Superintendent of Bankgutates financial institutions, and the securitierkets
are, to date, regulated by CNV. They General de Instituciones del Sistema Financigr@004 ("Financial
Institutions Law") regulates all private sectordintial institutions including banks, finance compancredit card
issuers, brokerage houses, and insurance compdifiesFinancial Institutions Law regulates publictee and
private financial institutions, with respect to ithgolvency, liquidation, financial prudence antiextadministrative
matters.

The Ecuadorian banking system is composed of thetr@&leBank, the Ecuadorian Stock Exchanges
(defined herein), private commercial banks, codperabanks, and several state development and-ctated
banks.

The Financial Institutions Law permits the eststiinent of universal banks (banks that can offetypks
of banking services), and provides for equal treaimof foreign and domestic financial institutio&cuadorian
financial institutions may establish foreign officand invest in foreign financial institutions, liauthorization
from the Superintendent of Banks. Foreign subsisanf Ecuadorian financial institutions must atemform to the
guidelines established by the Financial Institudidraw, in order to promote prudent banking and $twent
policies, and ensure financial solvency. Each yeaternal auditors must provide opinions regardaagital
adequacy, concentration of loans, interested dgbtand asset classifications on both unconsolidated
consolidated bases for all banks. The Republicstrastured its guidelines under the Financial totins Law so
as to be consistent with the banking supervisioidalines established by the Basel Committee on Bank
Supervision.

The Financial Institutions Law designates the Simpemdent of Banks as the principal regulatory ariti
for the Republic's financial system. The Supendent of Banks is tasked primarily with prudentiatters
including capital adequacy, liquidity earnings, mgement risks, and the solvency and risk asseityoélinancial
institutions. The Superintendent of Banks is hdaole a Banking Board; the Banking Board is compaosktive
members: the Superintendent of Banks, the Genesaalalgler of the Central Bank, two members appoinyethé
President, and a final member appointed by the dther members.

Since the crisis of the banking system in the 1&@0s, during which a number of banks became irstlv
the Superintendent of Banks has worked to impramkimg supervision standards. Since 2001, the $upadent
of Banks reformed the regulatory framework for bagksupervision. As part of the reforms, the Sugterident of
Banks implemented measures that included the fatigw

« Programs for regulatory on-site audits and periogporting requirements. These are published fiiomal
newspapers, with the intention to ensure that baokply with regulatory standards.

» Uniform accounting risks for the financial system.

» Liquidity risk, which derives from the incapacity financial institutions to cover their liabilitiemnd other
obligations when due, in both local and foreigrrency.

* Evaluation of market risk based on interest ragk, nvhich refers to the potential losses of nebine or in
the capital base, due to the incapacity of thetutgin to adjust the return on its productive asgéoan
portfolio and financial investment) with the fluetions in the cost of its resources produced bygés in
interest rates.

» Evaluation of credit risk based on a detailed métloo classifying financial assets in terms of risk

This method increased the amounts which finanaogtitutions are required to reserve in order tagate
potential losses arising from their loans ("loassloreserves”). With respect to loan-loss resercasient
regulations impose reserve requirements baseds&rcategories and type of financial assets. Thegainements
have been introduced to bring them in line witkeinational standards, and to increase the avenagiéygof the
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financial system's loan portfolio. As of DecemB€&13, the majority of banks in Ecuador are in coamue with
Basel Il, and all banks are expected to be in c@npé within two years. Compliance with Baselslinhandatory
for all banks by 2017.

The following table sets forth information regarglithe risk categories and loan-loss reserve reqaings
currently in effect.

Risk Categories and Required Loan-loss Reserves
(in number of days past due, except for percenjages

Category? Commerciaf® Consumer Mortgage  Small Busines& Loan-loss Reserve
A 0-30 0-15 0-60 0-15 1%-5%
B 31-90 16-45 61-180 16-45 6%-19%
C 91-180 46-90 181-270 46-90 20%-59%
D 181-360 91-120 271-450 91-120 60%-99%
E >360 >120 >450 >120 100%

Source: Superintendent of Banks as of December 2013

(2) Ecuador subdivides Categories A, B, and C intocatbgories. However, categories in chart are gieglfor ease of presentation.
(2) For commercial loans, in addition to the numbedays due, three factors are considered for claasifin among risk categories: (a)
debtor payment capacity and financial situation;etperience of payment (risk information from #ystem, debtor's credit history); and (c)
risk of the economic environment.

3) Classified as loans up to U.S.$20,000.

The following table sets forth information regamglieans of the banking system by risk categoryfas o
December 31, 2013.

Classification of Aggregate Assets of the EcuadomiaPrivate Financial System®
(as a % of total loans)
As of December 31, 2013

Category Commercial loans Consumer loans Mortgage loans Small business
A 84.64 94.92 86.33 90.72
B 10.57 1.52 0.76 1.20
c 3.72 1.02 0.18 0.74
D 0.54 0.44 0.41 0.43
E 0.54 211 0.49 1.93
Total 100 100 100 100

Source: Superintendent of Banks as of Decembed 201
(1) Banks must hold 60% of deposits in Ecuador

The Financial Safety Net

President Correa's administration determined trafinancial safety net in place when he took efficas
insufficient, as there was no lender of last redarmany countries, the central bank acts asehddr of last resort.
Due to the Ecuador's Dollarization Program, howgthex Republic's lending capacity was limited te Bondo de
Liquidez del Sistema Financiero Ecuatoriafitiquidity Fund"). President Correa's adminitiva believed that
the lack of a strong lender of last resort incrdabe risks to the financial system, and decreéqaitlity within the
system.

In light of these perceived deficiencies, the Gawmeent passed the Financial Safety Net Law in Deegmb
2008. The new law created a four-tiered frameworklie banking sector. These four tiers are desdrbelow.

Lender of Last Resort

In accordance with the Financial Safety Net Lawicliwas designed to strengthen the Liquidity Fuhd,
Liquidity Fund acts as the lender of last resort gavate financial institutions. As of Decembet, 2011, the
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Liquidity Fund consisted of approximately U.S.$ 7@8lion, and as of December 31, 2013, the Liqyid#und
consisted of U.S.$1,622 million. The Liquidity Fung overseen by the Superintendent of the Banks and
administered by the Central Bank.

Banking Resolution System

The second tier of the Financial Safety Net Lawhis creation of a banking resolution scheme called
Exclusion y Transferencia de Activos y Pasifixclusion and Transfer of Assets and Liabilities "ETAP").
Under ETAP, healthier labor contingencies, depasit$ assets can be excluded from the balance sha¢toubled
banking institution and transferred to a newly tedaentity or to one or more healthier bankingiingbns. This
policy is intended to separate good assets frompeoforming assets and create an efficient andriyrd@nking
resolution process.

Deposit Insurance

The third tier of the Financial Safety Law consisfsghe Corporaciéon de Seguro de Depdésit@Beposit
Insurance Corporation” or "COSEDE"). The COSEDEhis successor to thgencia de Garantia de Dep0ositos
("Deposit Guarantee Agencygr "AGD"), which was previously responsible for umsg the accounts of depositors
in Ecuador's banking systems. In December 198BAtBD was created as a response to the banking bsishe
Ley de Reordenamiento en Materia Econdmica en eh Aributario-Financiera("Law Reorganizing Economic
Matters in the Tax and Finance Areas"). The AGD aatlal role: to oversee the amounts the Repubkliosited
with the Central Bank in order to protect deposit@nd to help restructure banks in liquidation.

In December 2009, the AGD closed. The net asdettseoAGD were then temporarily transferred to the
Ministry of Finance and to COSEDE and thereaftandferred to th€orporacién Financiera Naciona]'CFN"), a
separate Government institution. COSEDE had as$é1sS.$453 million, U.S.$622 million, U.S$800 fiwh as of
December 31, 2011, December 31, 2012, and Dece®ibh@013 respectively.

In accordance with the Financial Safety Net Lawg Besolution JB-2009-1280, COSEDE administers the
private financial institutions insurance deposisteyn, which does not include any public bankinditumson.
COSEDE insures deposits of up to U.S.$31,000 peowatt, whereas the AGD could only guarantee up to
U.S.$12,000 per account. Pursuant to the FinhBeifety Net Law, banks are required to contritot€ OSEDE
an amount determined annually in accordance wéttdgtal amount of deposits held.

Superintendent of Banks

Under the fourth tier of the Financial Safety Ldhe Superintendent of Banks is authorized to irezdhe
capital and reserves requirement of banking irgtits.

The Financial System

The following table sets forth, by type, the numbérFinancial Institutions in the Ecuadorian fingic
system as of December 31 for the last five years:

Number of Financial Institutions
(As of December 31)

2009 2010 2011 2012 2013

Banks 25 25 26 26 26
National banks 23 23 25 25 25
Private 22 22 24 24 24
Government-owned banks 1 1 1 1 1

Foreign banks 2 2 1 1 1
Other financial entities 56 56 58 63 63

Savings and loans associations 38 38 40 39 39

Small lending institutions 4 4 4 4 4

Financial institutions 10 10 10 10 10



Public banks 4 4 4 4 4

Insurance companies 45 45 45 44 44
Insurance companies 43 43 43 42 42
Reinsurance companies 2 2 2 2 2

Credit-card issuing entities 2 2 2 2 2

Total 128 128 131 135 135

Source: Superintendent of Banks as of December 2013
Banking System

Overview

As of December 31, 2013, the Ecuadorian bankintesy$ad a total of 26 banking institutions, of whic
one was a foreign-owned bank and one was a stateegwank. As of December 31, 2013 the amount @ta$s

the private banking sector amounted to U.S.$30liBi

The following table sets forth the total assetshef Ecuadorian private banking sector and the peage
of non-performing loans over total loans.

Banking System

For the Year Ended December 31,

2009 2010 2011 2012 2013
Total assets (in billions of U.S. dollars)....... 175 20.6 23.9 27.9 30.7
Non-performing loan§” (as % of total loans)  1.22% 1.08% 0.99% 1.24% 1.18%

Source: Superintendent of Banks as of December 2013
(1) Non-performing loans are classified by econoseictor. Commercial non-performing loans are di@skas loans 31 days overdue,
consumer non-performing loans are classified assld® days overdue, real estate non-performingslaas classified as loans 61
days overdue, and microcredit non-performing lcanesclassified as loans 16 days overdue.

The following table sets forth deposit information the private banking system on the dates inditat

Private Bank Deposits
(in millions of U.S.$, except for percentages)

As of December 31,

Annual growth rate of

Demand deposits Time deposits Total deposits® deposits
2009 9,706.9 4,101.9 13,748.8 6%
2010 11,979.5 4,242.7 16,222.2 18%
2011 13,360.0 5,198.0 18,557.9 14%
2012 15,991.8 5,920.8 21,912.7 18%
2013 17,619.0 6,631.1 24,250.5 11%

Source: Superintendent of Banks as of December 2013
(1) These data does not include reported operatiprasantee deposits and restricted deposits

Banking deposits constitute the principal sourcéiraincing for the banking system. From December 31
2009 through December 31, 2013, total depositseased 76%, from U.S.$13,748.8 million to U.S.$2@,25
million, and constitute the principal source ofdiirting for the banking system. Total assets ob#mking system
increased from U.S.$17.5 billion in 2009 to U.S.$3Billion in 2013. The majority of funding foreéhEcuadorian
banking system is comprised of demand depositsgtwinicreased 81.5% from U.S.$9,9706.9 million iD2@o
U.S.$17,619.0 million in 2013. The lack of longntefunding sources has resulted in loan portfoldth
predominantly short tenors.

Foreign banks and financial institutions are alsmarce of liquidity in the Ecuadorian banking syst As
of December 31, 2013, the balance of foreign ligdéd in the banking sector amounted to approxitpateS.$494.1
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million, which is an increase from the balance afefgn liabilities in December 31, 2012, which Wa$.$477.9
million.

The following table sets forth information regamglithe principal sources of financing with respectatal
liabilities as of the dates indicated.

Classification of the Main Financing Accounts withRespect to Liabilities
(as % of total liabilities)

As of December 31,

Demand deposits Time deposits Foreign financing
2009 62 26 4
2010 65 23 3
2011 62 24 3
2012 63 24 2
2013 63 22 2

Source: Superintendent of Banks as of December 2013

The following table sets forth information regamglithe allocation of principal asset accounts, wétspect
to total assets of the banking system as of thesdaticated.

Allocation of the Principal Asset Accounts with Regect to Total Assets of the Banking

System
(as a % of total assets)

As of December 31,

Portfolio of current loans Investments
2009 50.1 12.7
2010 52.0 12.8
2011 53.9 13.0
2012 52.8 115
2013 52.6 12.7

Source: Superintendent of Banks as of December 2013

As of December 31, 2013, the banking system reptede81.5 % of the total assets of the privaterfone
system. The banking system, for the year ended rbieee 31, 2013, made a profit of U.S.$268 milliorhieh
represented 0.29% of Ecuador's nominal GDP. Thé&ibarsystem strengthened between 2012 and 2013itsand
assets grew by 10.27% due to a 10.88% growth ingitp

Ecuador's banks use their resources primarily tergkloans. Between 2009 and 2013, the Ecuadorian
banking system's total loan portfolio increasedh$.$ 7.8 billion (83% and 382% as a percentageapital
requirement) and past due loans increased by WBB.$iillion (65% and 8.62% as a percentage of chpita
requirement). Regulations require that banks havegal lending limit equal to 10% of their net woifor
uncollateralized loans and up to 20% of their nettlvif the excess over the first 10% is 140% delalized.

The following table identifies the loans made te phivate sector, and the deposits of the privattos as
of the dates indicated.

68



Loans to the Private Sector and Private Sector Deits ¥
(in millions of U.S.$)
As of December 31, 2013

Loans Deposits
Commercial and consumer loans 14,511.4 Demandditspo 17,619.0
Development and mortgage banks 1,443.4 Time Deposit 6,631.1
Savings and loans associations 1,298.7 Guarargpedis 3.1
Education Loans 3.8 Others 655.2
Total 17,257.6 Total 24,908.8

Source: Superintendent of Banks as of December 2013

The following table sets forth information regarmglithe banking system's loan portfolio as of thesslat
indicated.

Banking System Loan Portfolio Balances
(in millions of U.S.$, except for percentages)

As of December 31,
Currentloansas a  Past-due loans as a

Total loan percentage of the  percentage of the total
Current loans Past-due loan® portfolio total loan portfolio loan portfolio
2009 9,182 272 9,454 97.1% 2.9%
2010 11,106 255 11,361 97.8% 2.2%
2011 13,371 306 13,677 97.8% 2.2%
2012 15,332 442 15,774 97.2% 2.8%
2013 16,808 449 17,257 97.4% 2.6%

Source: Superintendent of Banks as of December 2013
(1) Past-due loans are classified by economic se€tmmmercial past-due loans are classified assl@4rdays overdue, consumer
past-due loans are classified as loans 16 daysdwegereal estate past-due loans are classifiemhas 61 overdue, and microcredit
past-due loans are classified as loans 16 overdue.

From 2009 to 2011, the banking system's delinqueateyhas gradually improved and past-due loans hav
represented 2.9%, 2.2%, and 2.2% of the total fmatfolio. The improvement of the financial pofifohas been
due to economic stability and growth, which haswaéld an increase in the financial portfolio wittoa level of
risk. The delinquency rate increased to 2.8% ih228s a result of an increase in consumer pastedus which
increased from U.S.$175 million in 2011 to U.S.$288ion in 2012. However the rate decreased 632in 2013
due to reduction in past-due loans of the commkseietor, which decreased to U.S.$284 million.

As of December 2013, 46.8% of all current loanseveommercial, 36.0% were consumer, 8.8% were
housing and 8.2% were microcredit.

The following table sets forth information regamglithe number of past-due loans in different seaibthe
economy as of the dates indicated.

Past due loans by sector of the economy
(in millions of U.S.$, and as a percentage of pastloans)

2009 2010 2011 2012 2013
us.$ % us.s$ % us.s$ % us.s$ % us.s$ %
Commercial 100 36.6 79 31.0 68 22.3 62 14.0 65 14.5
Consumer 120 441 128 50.2 175 57.2 293 66.3 84 2 634
Real estate 20 7.4 22 8.5 23 7.5 25 57 27 0 6
Microcredit 32 11.9 26 10.3 39 12.9 62 14.0 72 16.1
Total 272 100 255 100 306 100 442 100 448 100

Source: Superintendent of Banks as of December 2013
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Banking Sector

The first, second and third largest banks in Ecuade Banco del Pichincha, Banco de Guayaquil and
Banco del Pacifico in that order. As of Decembet3ahe three banks accounted for about 50% ofeperted
combined income and 54% of Ecuador's banking ass&turn on equity for these three banks was 9.88%013,
a decrease from 11.42% in 2012, while net proSbalecreased from U.S.$155.3 million to U.S.$134iion.
The reasons for this decline are the increasexestéevied on the banking sector and the effeqirime controls
imposed on the banking system.

Banco del Pacifico is 100% owned by the Republayitig been taken over from private shareholders
during the banking crisis in 1999 and its sharasdferred to the Central Bank. During 2010 andl2b&re had
been discussions relating to the re-privatizatibBanco del Pacifico, however, these plans weraddized in 2011
when ownership was transferred from the CentrakBarCFN ("CFN"). As of December 2013, Banco dat#fico
had approximately U.S.$ 3,859.8 million in ass#tsprofits fell in 2013 when compared to 2012 froh8.$48.0
million in 2012 to U.S.$40.9 million in 2013.

Pacific National Bank is Banco del Pacifico's Ws@bsidiary, based in Miami. Pacific National Bdrad
approximately U.S.$355 million in assets, including.$154 million in loans (mostly commercial reatate), $163
million in securities and $3.6 million in repossedproperty. In 2011, the bank was fined U.S.$lfianiby U.S.
banking regulators for violations of the U.S. Badcrecy Act ("BSA") and anti-money laundering laws.2012,
the Federal Reserve Bank of the United States glBemco del Pacifico's shares in Pacific NatiorehlBunder the
control of a trustee and ordered the sale of tlaeeshto a third party. According to the regulatoopsent order
transferring the shares to the trustee, the shansfer to the trustee and sale are not relatélet@iolations of the
BSA, but due to the transfer of ownership of Badeb Pacifico from the Central Bank to CFN in 20fhich
according to U.S. banking regulations does notifyuas a holding company for a U.S. chartered balmkOctober
21, 2013, the shares were sold to a group of m@rivatestors.

As of December 2013, approximately 1.76% of thefifgran the banking sector came from Citibank
Ecuador S.A, which is the only foreign bank opemgin Ecuador.

In March 2013, Banco Territorial S.A, one of theledt banks in Ecuador with assets of U.S.$135anilli
entered a liquidation process one week after ieratpns were suspended. Banco Territorial priymamiovided
services to small and medium companies in Guayaguilhad approximately 79,000 depositors, withl téposits
of approximately U.S.$122 million, or less than d¥the total deposits in the private banking seatoEcuador.
As of April 2014, the Banco Territorial had paidSJ 98 million to depositors, U.S.$54 million of ish was paid
by COSEDE. There have been no other liquidationisamiks of similar or greater size as Banco Teidtaturing
2013.

Cooperative Banks

In 2008, the Correa administration created Btegrama de Finanzas Popular¢¥rogram for Public
Finance") to expand lending to smaller financiabperatives, in order that they could increase legpdo small
businesses. These cooperatives extend micro-toaimslividuals and businesses that could otherwisteattain a
loan at commercial banks. In January 2008 co-tiperédoans were at 11.1% of total non-publicly owngank
lending. As of December 2013, the percentage her@ased to 19.6%.

Capital Markets

Retail trading of debt and equity securities ofvate Ecuadorian issuers has remained relativeliein
and has decreased in the five years ending in 204@&st of the trading on Ecuador's capital marketslves the
purchase and sale of bank securities and fixedniec@overnment securities. In the last five yearsjaflor has
experienced an increase in the issuance of comb@ids. They have become an important finandiegnative
for companies and issuers that want longer termas those available through bank loans. The Ecimdecapital
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markets consist of the Quito Stock Exchange and Gumyaquil Stock Exchange (the "Ecuadorian Stock
Exchanges"), both opened in 1969. As of DecembgeRB13, the Ecuadorian Stock Exchanges combistetlithe
securities of approximately 433 issuers. Issuegis subscribe to one exchange automatically bedisteel on the
other exchange.

The Ecuadorian capital markets are regulated ey ¢ly de Mercado de Valorg%Capital Markets Law").
Under the Capital Markets Law, both stock excharagessupervised by the CNV. The CNV is comprisedeyen
members, four from the public sector and three fthenprivate sector. The CNV is responsible fonfolating the
general securities policies of the Ecuadorian eapitarkets and for regulatory oversight of thosekeis. The
Capital Markets Law has been amended by the LaStrengthen and Optimize the Corporate and Secu@@stor
as soon as the law is published. The Law to Sthemgand Optimize the Corporate and Securitiesos@covides
for the creation of a new regulatory body to replélce CNV in formulating securities policies. Tpearpose of
creating a new regulatory body is to ensure thatrédgulation of the capital markets is in the haafipublic
servants as opposed to public and private indiVgjwes was the case with the CNV. The law wastedaa May
2014.

As of December 31, 2013 U.S.795.2 million worth sefcurities were traded in the secondary market,
representing 21.4% of the Ecuadorian securitieketarRepo trading represented 4.52% of the totket. The
following table shows aggregate amounts of tradeaisties for the periods listed.

Aggregate Amounts of Traded Securities

For the Year Ended December 31,

2009 2010 2011 2012 2013
(in millions of U.S. dollars)
REPOS...ciiiiiiiiiiiieeeeeeee 34.7 30.9 42.2 541 168.1
Other™ ... 6,392.1 5,062.6 3,718.7 3,695.6  3,554.2
TOtal oo 6,426.8 5,093.5 3,760.9 3,749.7 3,722.3

SourceBolsa de Valores de QuiQuito Stock Exchange ")
(1) Includes Government securities, bank secsriied commercial paper, among others

In 2013, U.S.$3,722.3 million worth of securitieern® traded on the Ecuadorian Stock Exchanges,
representing a decrease compared to the U.S.$3,dion of the securities traded in 2012.

Interest Rates and Money Supply

In July of 2007, thd_ey del Costo Maximo Efectivo del Créd{fdMaximum Actual Credit Cost Law")
went into effect to establish a new system forakion of interest rates. The principal aspectthis law are:

» the prohibition on charging commissions for cregtierations and pre-payments;

» the prohibition on imposing any fee that is nottie nature of compensation for the rendering ddraise;
and

e a change in the methodology for calculating the imarn interest rate of the Central Bank, whose
methodology has since been declared unconstitufiand has been further amended so that the maximum
rate equals interest rates of credit operationgrofate financial institutions in each relevant teec
multiplied by an amount determined by the CentrahiB

The following table sets forth average depositrige rates for the economy as a whole and average
lending interest rates per sector for the periddsve.
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Interest Rates
(in percentages)

2009 2010 2011 2012 2013

DepPOSIt INTEIESE FALE ....eceei it 5.2 4.3 45 4.5 4.5
Lending iNtEreSt Fate .......cooii it e e 9.2 8.7 8.2 8.2 8.2
Corporate commercial lending interest fate..... 9.2 8.7 8.2 8.2 8.2

Maximum corporate commercial interest rate 9.3 9.3 9.3 9.3 9.3
Business commercial lending interest FAte............ocoovoveeeeceeeeeenn. 9.9 9.5 9.5 9.5 9.5
Maximum business commercial interest rate ................cccccceveeeieiinnnns 10.2 10.2 10.2 10.2 10.2
Medium and small business lending commercial ister@é® .............. 11.3 11.3 11.2 11.2 11.2
Maximum medium and small business commercial ista@e............... 11.8 11.8 11.8 11.8 11.8
Consumer lending INterest rate ...........coooiiieiiiiiiieee e 17.9 15.9 15.9 15.9 15.9
Maximum conSUMEr iNTErest rate...........coceeccreeeeeriiieeee e 18.9 16.3 16.3 16.3 16.3
Retail lending interest réf&..............ccooooooooeeeeeeeeeeeeeeeeeeee, N/A N/A N/A N/A N/A

Maximum retail INTEreSt rate ..............eiimmmereeeeiiiiee et N/A N/A N/A N/A N/A

Housing lending interest rate ............vvieeeeeeeee e i e 11.2 10.4 10.6 10.6 10.6
Maximum housing iNtErest rate.............ieeccccceeeeiiiiiiieeee e eeciieieee e 11.3 11.3 11.3 11.3 11.3
Microcredit increasedccumulation lending interest r&le..................... 23.3 23.1 22.4 22.4 22.4
Maximum microcredit increased accumulation interas..................... 255 255 255 255 255
Microcredit simple accumulation lending interesef4 27.8 25.4 25.2 25.2 25.2
Maximum microcredit simple accumulation interesgera...................... 333 275 275 27.5 27.5
Microcredit subsistence accumulation lending irgeraté”................... 305 29.0 28.8 28.8 28.8
Maximum microcredit subsistence accumulation irgerate.................. 33.9 30.5 30.5 30.5 30.5

Source: Based on figures from Central Bank April20/onthly Bulletin (Table 1102). Deposit and Liegdnterest rates based on Table 1101

(1) "Corporate commercial lending rate" refers to @ré@nsactions larger than U.S.$1,000,000. Thithe rate provided to businesses
whose annual sales are equal or higher than tle d®termined by the Central Bank'structivo de Tasa de Interédnstructions on
Interest Rates"), by economic sector.

(2) "Business commercial lending rate" refers to credibsactions larger than U.S.$200,000 but smtien U.S.$1,000,000. This is the
rate provided to businesses whose annual salexjaad or higher than the level determined by thet@éBank'dnstructions on Interest
Rates by economic sector.

(3) "Medium and small business lending rate" refersréalit transactions smaller than U.S.$200,000.s &hthe rate provided to businesses
whose annual sales are equal to or larger thar$108,000 and lower than the minimum annual salesddeof the corporate productive
segment.

(4) Beginning in 2009, the "retail lending interestefaand the “"consumer lending interest rate" wemesolidated into the “"consumer
lending interest rate."

(5) "Microcredit increasedccumulation lending rate" refers to credit tratisas whose amount per trade and balance due tmeonétlit
financial institutions exceed U.S.$10,000. Thighie rate granted to entrepreneurs who regist@ldeand annual sales of less than
U.S$100,000.

(6) "Microcredit simple accumulation lending rate" msféo credit transactions whose amount per traimseand balance due to microcredit
financial institutions is larger than U.S.$3,000f Bmaller than U.S.$10,000. This is the rate iokexV to entrepreneurs who register a
sales level or annual income of less than U.S.$0@0&and to self-employed individuals.

(7) "Microcredit subsistence accumulation lending ra&dérs to credit transactions that are less thagoal to U.S.$3,000. This is the rate
provided to micro entrepreneurs who recorded d lefvannual sales less than U.S.$100,000 and teesgdloyed, individuals or a group
of borrowers with joint liability.
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Average loan interest rates on short-term and teng- loans decreased from 9.2% in 2009, to 8.2% in
2013 primarily due to a policy of the Republic ®duce maximum lending rates. During the same ggetloe
average interest rates on deposits decreased fi2¥n i 2008 to 4.5% in 2013 due to the decreadeain interest
rates.

With respect to the various sectors, most loarrésterates declined during the period 2009 thro2@t3
except for the rate for the medium and small bissirsector, which slightly decreased from an aveoddd.3% in
2008 to 11.2% in 2013. This reduction of ratesrfr2009 to 2013 resulted in increased credit, vatink increasing
by 83% from 2009 to 2013.

The following table sets forth the principal mongtadicators for the periods presented.

Principal Monetary Indicators
(in millions of U.S. dollars)
At December 31,

2009 2010 2011 2012 2013
Currency in CirCUlation ..........ccveveeeeuveeeee e e e 4,230.1 4,545.4 5,291.0 6,326.7 7,367.1
DemMand dEPOSIES .....cc.veivieiierieiee e ettt men e, 4,902.2 6,148.3 6,718.8 8,100.4 8,818.0
Fractional CUITENCY .........oiiiiiaiiie e ceemm e aeeeas 77.3 82.4 83.2 84.5 87.3
ML s 9,209.6 10,776.1 12,093.0 14,511.6 16,272.4
SAVINGS ettt merme s 1,702.6 1,606.7 1,594.8 2,360.2 3,898.1
Term deposits 9,378.8 11,413.2 14,464.0 16,393.9 18,778.7
M2 (M1 plus savings plus term deposits) ... ..veeeieeeinenns 18,588.4 22,189.3 26,557.0 30,905.5 35,051.1

Source: Based on figures from Central Bank April20/onthly Bulletin (Table 111). Figures from 2088 2010 based on March 2011
Monthly Bulletin

The reserve requirements applicable to checkinguads, savings accounts and deposit certificates ar
currently 25.0%.

In January 2000, following several weeks of sewwtehange-rate depreciation, the Republic announced
that it would dollarize the economy. On March D0Q, the National Assembly approved they para la
Transformacion Econdmica del Ecuadgine "Law of Economic Transformation" or "LET"), wh made the U.S.
dollar legal tender in Ecuador. Further, pursuarthe LET, all sucre-denominated deposits were/edad into
U.S. dollars effective January 1, 2000, and the. ddlar became the unit of account in the finahsistem. As a
result, U.S. dollar deposits that in prior periagere classified as deposits in foreign currencyfargeriods from
and after January 1, 2000 classified as demandsitepsavings or term deposits, as applicable.

Inflation

Ecuador measures the inflation rate by the pergenthange between two periods in the consumer price
index ("CPI") . The CPI is computed by INEC basedaostandard basket of 299 items of goods andceerthat
reflects the pattern of consumption of urban Ecuadohouseholds in eight cities. The price for egolod or
service that make up the basket is weighted acogrtdi its relative importance in an average urbanskhold's
consumption pattern in order to calculate the CPI.

Prior to the adoption of the Dollarization Prograatuador was plagued by high inflation. From 1894
1999, the inflation rate ranged from a 22.8% lovt @95 to a 60.7% high in 1999. In 1999 and eary@@@he sharp
devaluation of the sucre contributed to an incréagbe Republic's inflation rate, which became ofh¢he highest
in Latin America at 96.1% in 2000.

The restrictions imposed by the Dollarization Rawg brought this to an end. The inflation rate ®a&b
in 2004, 2.2% in 2005, 2.8% in 2006, 3.3% in 200 &.8% in 2008. The increase in inflation in 2008s
primarily caused by increases in food prices, dugimatic changes that affected the agricultueatar. In addition,
international prices of fertilizer and agricultucmmodities also increased. As a result of theseeases, Ecuador
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fixed prices for some of these goods and limitegl ¢lxport of various agricultural products. During02, 2010,
2011 and 2012 the inflation rate was 4.3%, 3.3%f/®band 4.2% respectively. The increase from 2012001 was
principally due to increase in the prices of ald@hbeverages, tobacco and pharmaceuticals whasespiogether
increased 7.8% from the previous year, primarilg tuincreases in the taxes on alcoholic beverages.

At the end 2013, the inflation rate was 2.7%, arel@®e from the 4.2% inflation rate recorded in 2012
This decrease was due to the imposition of priagtrots intended to curb price speculation on béstxstuffs
including, meats, various fruits and vegetabled, raiik.

Given the constrains of dollarization, and Ecuaddmability to mint currency, the Republic is more
vulnerable than other countries to external fackush as global recessions, the volatility of cordityoand raw
material prices and natural disasters affectingatirécultural sector. The relative strength or wesss of the dollar,
relative to the currencies of Ecuador's Andeanirigaghartners, has also affected Ecuador's inflatate during
those periods.

The following table sets forth inflation rates time Republic as measured by the CPI for the periods
presented.

Inflation
% Change in CPI from Previous Year at Period &nd
2009 4.3
2010 3.3
2011 5.4
2012 4.2
2013 2.7

Source:Based on figures from Central Bank April 2014 Mbnulletin Table
(421)
(1) The data reflects percentage change in consprigas in
urban areas over the 12 months ending on Decentberf 3
each year
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PUBLIC SECTOR FINANCES
Overview
Budget Process

The 2008 Constitution and the Public Planning anthfice Code set forth the public sector's budget

process. According to Article 292 of the 2008 QGituon, the General State Budget (the "GenerateSBudget")
is the instrument for establishing and managing éBawment income and spending, and includes all puddctor
income and expenses, with the exception of thokmnpimg to social security, public banks, publievgzanies and
the Autonomous Decentralized Governments. Thdidgaind implementation of the General State Budgéeres
to the National Development Plan, while the budgétthe Autonomous Decentralized Governments andettof
other public entities adhere to regional and proinplans, with the framework of the National Dismment Plan.
This plan is published by the Government every fgaars, and lays out the goals and priorities efGovernment
for the time period. The National Development Ftan2013 to 2017 was released in August of 2013.

The executive branch formulates the annual budggmate, and the four-year budgetary schedule, and
presents both to the National Assembly for approvdie levels of revenue, expenditure, and debbased on the
macroeconomic projections and targets of the Minist Finance and the Central Bank. The Ministhf¥mance is
primarily responsible for the preparation of thélousector's annual budget, based on guidelirget$ by various
planning agencies and other ministries.

The executive branch submits the draft annual buaige the four-year budgetary schedule to the Natio
Assembly within the first 90 days of its initialrte and, in subsequent years, 60 days before theoftde relevant
fiscal year. The National Assembly must adopt gectbto the draft budget within 30 days. The obgatt of the
National Assembly are limited to the areas of reseand spending and cannot alter the overall amufuthie draft
budget. If the National Assembly objects to thefidbudget or schedule, the executive branch mékjmten days,
accept the objection and submit a new proposdig¢dNational Assembly for approval. If the Natiodasembly
does not object within 30 days, the draft annualget and the four-year budgetary schedule becofeetiek.

The 2008 Constitution also establishes predetenrielget allocations for the Autonomous Decentealiz
Governments, the health sector, the education iseatal for research, science, technology and inimvaThe
creation of any other predetermined budget allocatis forbidden.

The Ministry of Finance has the authority to modtig budget during its execution phase in an amopnt
to 15% of any approved allocation. These adjustmemist be made in accordance with the prioritied gmals
established in the National Development Plan aedctimstitutional limits established in Article 186the Public
Planning and Finance Code. For more informatiagarging the National Development Plan and constitad
limits, see "Public Debt — General."

Income and expenses belonging to social secutigge anks, public companies and the Autonomous
Decentralized Governments are not considered pharthe General State Budget. As such, Autonomous
Decentralized Governments prepare their budgetscaordance with the guidelines prepared by Skeretaria
Nacional de Planificacion y Desarrollthe "National Secretary of Planning and Developther "SENPLADES")
but are not bound by these guidelines by the 2008sttution. The executive branch of each Autonosnou
Decentralized Government is responsible for drgftthe budget and submitting it for approval befohe
corresponding legislative bodies. The General Ratiget and local budgets, upon approval, are imetged and
made public, as is the General State Budget, anthgalemented by the respective local governments.

In 2002, in response to increasing Government edipges, the National Assembly enacted the Law to
Promote Responsibility, Stabilization and Fiscahigparency, which was aimed at reducing publichtetmess
and establishing greater transparency in the Goventis use of public funds. During the second bAR005, the
Government, with the support of the National Assknikeplaced thé-ondo de Estabilizacion, Inversién Social, y
Reduccién del Endeudamiento Publigbe "Stabilization, Social Investment and Pubhdédbtedness Reduction
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Fund or "FEIREP") that was previously created k®y 2002 law. FEIREP was replaced by CEREPS. Thidtesl
in an increase in Government investment in socidl@oductive sectors of the economy to strengthereconomic
performance while limiting the current expenses.

In 2008, CEREPS was eliminated due to the 2008 @otisn and the enactment of LOREYTF. The
Republic believes that the new law enhances traaapg and flexibility to the budget process by pdinvg
enhanced management of state resources and piigyitsocial investments. The law also eliminatetd al
predetermined use of resources; currently all efRlepublic's resources go directly to a singleesysif accounts in
the Central Bank. Title 3 of the Public PlanningdaFinance Code also provides transparency by girayi
unrestricted access to all budget and financialrmftion of the Republic and annual financial staets of public
companies.

In accordance with the terms of the 2008 Constitytthe macroeconomic rules and the restrictionthen
assumption of public debt were changed as follows:

* permanent expenditures must be financed by permaneome; expenditures related to health,
education and justice will be treated as prefea¢matind may be, under exceptional circumstances,
financed by non-permanent income; and

* public debt or income from petroleum products may be used for current Government
expenditures.

Under the 2008 Constitution, each of the followisgubject to the National Development Plan:

* policies;

e programs and public projects;

» scheduling and execution of the state budget; and
» investment and allocation of public resources.

Pursuant to the Planning and Public Finance Lawh ed the following is also subject to the National
Development Plan:

e public actions, programs and projects;

e public debt;

* international cooperation;

» scheduling, formulation, approval and executiothefgeneral state budget;
» state banks' budgets;

e national-level public companies; and

» social security.

At the request of the Ministry of Finance, or anatwvn, the Office of the Comptroller General carfqren
an audit of all public sector entities that adntigigpublic funds for compliance with proposed budgad
compliance under the law.

Fiscal Policy

In October 2010, the National Assembly approvedRhbblic Planning and Finance Code, which regulates
the state planning process and coordinates planmitigfiscal policy. This law establishes guidebnfor fiscal
management, including rules that:

» allow for more flexibility for the Ministry of Finace to reallocate and reassign expenditures up to
15% of the approved Government budget;

» set an explicit total public debt ceiling of 40% GDP including Central Government, non-
financial public sector and the Autonomous Decéiatzd Governments;
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« allow the Ministry of Finance to issugertificados de Tesorerié'short-term treasury notes" or
"CETES"), at its discretion, without having to ungie the same approval process required for
long-term internal and external sovereign debt;

» allow for the establishment of citizen committeesffnancial public policy consultations;

» determine that all excess cash not spent duriigralfyear will be accounted for as initial cash fo
the following fiscal year; and

» establish the functions and responsibilities of Btedt and Finance Committe&ee "Public Debt
— General."

The non-financial public sector deficit is primgriinanced by the issuance of CETES and bonds glace
with IESS. There is no maximum amount of CETES thay be issued per year nor is there a requiretogpiice
a certain percentage in the public or private sectdowever, IESS may only hold 75% of the valueitsftotal
portfolio in CETES. Towards the end of 2012, thev€&nment drew on its International Reserves with€entral
Bank to cover its liquidity. This led to a decreaseeserve levels in December 2012. As of Decerlie 2013,
International Reserves (defined herein) cover 5408%urrent account payments. For more informategarding
International Reserves please see "Balance of Pagme International Reserves." The Governmentivede
external funding from the Latin American Reserveadr('FLAR"), which in September 2012 disbursed &bee-
of-payments back-up credit of U.S.$514.6 milliofihe China Development Bank also disbursed U.S.$50Dn.
In the first several months of 2013, the Governnieaeived U.S.$1.4 billion from China DevelopmenR under
a new line of credit that was negotiated in Decarn@®d2. These funds were used to restore Ecuddtetmational
Reserves.
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Non-Financial Public Sector Revenues and Expenditas

The following table sets forth actual revenues argenditures for the consolidated non-financialligub
sector for the periods presented.

Summary of Consolidated Non-financial Public SectoRevenues and Expenditures
(in millions of U.S.$ and as a % of GDP)

% of % of % of % of % of
2009 GDP 2010 GDP 2011 GDP 2012 GDP 2013 GDP

Revenue

Petroleum Revenue

Exports......... 8.3 7,845 11.3 12,935 16.2 12,412 142 11,433 12.2
Domestic sales - - - - - - - - -
Total Petroleum Revenue (Q)............. 5,212 8.3 7,845 11.3 12,935 16.2 12,412 142 11,433 12.2

Non-petroleum revenue

INCOME TaX .reviiiiiiiiiieiiieeeeeeeee e 2,518 4.0 2,353 34 3,030 3.8 3,313 3.8 3,847 4.1
Value-added TaX.........ccovvvevvrniniennnenns 3,288 53 3,759 5.4 4,200 5.3 5,415 6.2 6,056 6.5
Specific consumption taxes.................: A48 0.7 530 0.8 618 0.8 685 0.8 744 0.8

International trade taxes.............c........ 15 1,153 1.7 1,156 1.4 1,261 14 1,352 1.4
Social Security Contributions 3.3 2,549 3.7 3,971 5.0 4,752 5.4 4,547 4.8
Other taxes........coccveeeeennnns 5.0 3,650 52 3,514 4.4 4,364 5.0 5,993 6.4

Total non-petroleum revenue (b) ...... 12,373 198 13,994 20.1 16,489 20.7 19,790 226 22,539 24.0

Operating Income of Public

COMPANIES (C) --vvevvvrrvrrrrnenrnin 794 13 1,346 19 1766 22 2,328 27 3196 3.4
Total Revenue (a+b+C).........ccocvvene.e. 18,378 294 23,186 33.3 31,190 39.1 34,530 395 37,169 39.6
Expenses

Current Expenditures

INEEIEST ..ot 349 0.6 413 0.6 502 0.6 652 0.7 971 1.0
FOreign ....ccooiieiiieiieie e 323 0.5 377 0.5 452 0.6 533 0.6 714 0.8
DOMESLIC.....ccceiiiiiieeee e 26 0.0 35 0.1 50 0.1 119 0.1 257 0.3
Wages and salaries..........ccocceveeeennnne 5,929 9.5 6,786 9.8 7,265 9.1 8,345 9.5 8,896 9.5
Purchases of goods and services ...... 1,924 3.1 2.090 3.0 2,543 3.2 3,473 4.0 4,435 4.7
Others ..oooeeieeeeeeee e e 5,728 9.2 7,616 11.0 11,661 14.6 11,999 13.7 12,643 135
Total Current Expenditure ............... 13,930 22.3 16,905 24.3 21,970 275 24,469 28.0 26,945 28.7

Capital Expenditure and net

lending

Gross capital formation....................... 6,310 10.1 6.571 9.4 8,891 11.1 10,360 11.8 14,0715.0
Central Government................... 3,507 5.6 3,698 5.3 5,174 6.5 6,191 7.1 8,538 9.1
Public Companies..........cccccceenne. 1,685 2.7 1,494 2.1 2,152 2.7 2,545 2.9 3,988 4.3
Rest of General Government....... 974 1.6 1,156 1.7 1,545 1.9 1,560 1.8 1,528 1.6
Others.....cccovvvieeiiieeec e 144 0.2 223 0.3 21 0.0 64 0.1 17 0.0

Other Capital Expenditure.................... 370 0.6 647 0.9 334 04 650 0.7 592 0.6

Total Capital Expenditure................. 6,680 10.7 7,218 10.4 9,224 11.6 11,010 12.6  14,6635.6

Total Expenditure .........ccccvevvveeennnen. 20,610 33.0 24,123 34.7 31,195 39.1 35,479 405 41,607 444

Surplus/DefiCit.........cocvevnieiiiiiiiiiimns -2,232 -3.6 -937 -1.3 -5 -0.0 -949 -1.1 -4,439 -4.7

Source: Based on figures from Central Bank April20/onthly Bulletin (Table 22)
(1) This is figure is different than the crude oil exs figure in the Exports FOB table in that itlimtes derivate revenues, as opposed to
only crude oil, and measures revenues from petmolexports for the non-financial public sector, only
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Other than in 2009, for the five-year period fro®02 to 2013, the amount of total revenues met the
approximate budgeted targeted amount. The larfieitda 2009 was primarily attributable to the Ifa petroleum
prices due to the global financial crisis. Thesaduent recovery for the years 2010 and 2011 wadadthe rise of
petroleum prices and the increased performancaxafetvenues due to improved Government tax admatigh and
collection and the availability of newly created facentives that encourage participation in Ecuadiax system.
The increased deficit in 2012 is due to increasede®ment spending, particularly in wages and &sar

In 2009, the non-financial public sector registesedeficit of U.S.$2,232 million (equivalent to 636 of
GDP). Total expenditures totaled U.S.$20,610 milli@quivalent to 33.0% of GDP) and total revenusaléd
U.S.$18,378 million (equivalent to 29.4% of GDP).

In 2010, the non-financial public sector registeeedeficit of U.S.$937 million (equivalent to 1.386
GDP). In 2010, total expenditures totaled U.S.$23,million (equivalent to 34.7% of GDP) and totavenues
totaled U.S.$23,186 million (equivalent to 33.3%GiHP).

In 2011, the non-financial public sector registeaedeficit of U.S.$5 million (equivalent to lessath0.1%
of GDP). In 2011, total expenditures totaled U.3,%95 million (equivalent to 39.1% of GDP) and ta&venues
totaled U.S.$31,190 million (equivalent to 39.1%GiDP).

In 2012, the non-financial public sector registeeedeficit of U.S.$949 million (equivalent to 1.186
GDP). In 2012, total expenditures totaled U.S.$38,#illion (equivalent to 40.5% of GDP) and totavenues
totaled U.S.$34,530 million (equivalent to 39.5%GiHP).

In 2013, the non-financial public sector registeeedeficit of U.S.$4,439 million equivalent to %7of
GDP). This deficit was due to an increase in mubdéictor investment, primarily in infrastructurejects financed
by bilateral debt. The increase in spending orastfucture projects is due to a number of projeshad been in
the planning or initial stages in previous years #imat reached or accelerated the constructionepha013
(including the Coca Codo Sinclair hydroelectric jpod, the Sopladora hydroelectric project, the Mirdan
Francisco hydroelectric project and the Cafar-Natafiood control project) and therefore requirattreased
expenditures as construction began or accelerafethl expenditures totaled U.S.$41,607 millionujeglent to
44.4% of GDP) and total revenues totaled U.S.$37rtilion (equivalent to 39.6% of GDP).

Central Government Revenues and Expenditures
The Government derives its revenues primarily frgates of petroleum, tax collection and import dsjtie
and other revenue, including transfers. The falhgwtable shows the actual Central Government neesrand

expenditures for the periods presented. The JeBGwaernment ("Central Government") includes the®wic's
ministries, supervising entities, and other Governtientities.

79



Summary of Consolidated Central Government Sector Bvenues and Expenditured
(in millions of U.S$, and as a % of GDP)

% of % of % of % of % of
2009 GDP 2010 GDP 2011 GDP 2012 GDP 2013 GDP
Revenue
Petroleum revenue............ 2,298 3.7 4,411 6.3 5,971 7.5 6,086 7.0 4,677 5.0
Non-petroleum
FEVENUE ....ceeiivveeeeeeiiieeee s 9,285 14.9 10,665 15.3 11,227 14.1 13,437 15.4 15,723 16.8
Tax revenue
Taxes on goods and
Services
Value-added tax........... 3,019 4.8 3,886 5.6 @20 53 5,415 6.2 6,056 6.5
Selected excise
tAXES..ccvvieeeeeeiiee e 448 0.7 530 0.8 186 0.8 685 0.8 744 0.8
Total taxes on
goods and services....... 3,467 5.5 4,416 6.3 4,818 6.0 6,099 7.0 6,800 7.3
Taxes on income and
ProfitS....ccuveerieeiiiieiinenn 2,518 4.0 2335 3.4 3,030 3.8 3,313 3.8 3,847 4.1
Taxes on International
Trade
Import duties................ 923 1.5 1,152 1.7 56,1 1.4 1,271 1.4 1,352 1.4
EXit taX cvvveeeeiiiieeeennnns - - 428 0.6 558 70. 1,275 15 1,322 1.4
Total taxes on
international trade............... 923 15 1,580 32 1,714 2.1 2,536 2.9 2,675 2.9
Vehicle taX ......cccccoeevveeeennne 118 0.2 156 20. 174 0.2 194 0.2 214 0.2
Other taxes .......cccccveevenennn. 231 0.4 289 4 0. 28 0.0 111 0.1 132 0.1
Total tax revenue.... 7,257 11.6 8,794 12.6 9,765 12.2 12,255 14.0 13,668 14.6
Non-tax revenue ..... vee 152 1.2 1,512 2.2 1,210 15 1,128 1.3 1,961 2.1
Transfers.....cccccceveiieeeeeenns 1,276 2.0 359 0.5 252 0.3 54 0.1 95 0.1
Total revenues................... 11,583 18.5 15,076 21.7 17,198 21.6 19,523 22.3 20,400 21.8
Current expenditure
Interest accrual:
Foreign ......cccceveevnnneen. 294 0.5 306 0.4 357 04 465 0.5 652 0.7
DomestiC.........cccvveeennne 180 0.3 224 0.3 316 40 363 0.4 516 0.6
Total interest
accrual .............. 474 0.8 530 0.8 367 0.8 828 0.9 1,169 1.2
Wages and salaries 4,708 7.5 6,017 8.7 6,466 8.1 7,353 8.4 7,897 8.4
Purchase of goods and
SEIVICES..ovveiiiiiiireeeiiiieaaans 824 1.3 95,0 1.6 1,279 1.6 1,658 1.9 2,035 2.2
Other current
expenditures ...........cceeeee. 966 1.5 843 1.2 983 1.2 884 1.0 1,664 1.8
Transfers ......ccocveveevevciveneenn, 1,962 3.1 91,2 1.9 998 1.3 1,243 1.4 1,511 1.6
Total current
expenditure ...........cceeeneeee. 8,934 14.3 9,775 141 10,399 13.0 11,965 13.7 14,276 15.2
Capital expenditure
Fixed capital
expenditure .................. 3,507 5.6 3,896 56 ,208 6.5 6,209 7.1 8,538 9.1
Other...cccoovvviveeeiien. - - 136 0.2 159 20 328 0.4 - -
Capital Transfers.............. 1,777 2.8 2,399 3.4 2,668 3.3 2,723 3.1 3,048 3.3
Total capital
expenditure..........cceeeeueeennn. 5,284 8.5 243 9.2 8,035 10.1 9,260 10.6 11,586 12.4
Total Expenditure ............ 14,218 22.7 16,207 23.3 18,435 23.1 21,226 24.3 25,861 27.6
Adjustment on treasury
ACCOUNES....ccivviiireeeiiireeeeens - - - - - - - - - -
Overall surplus or
defiCit.uiieiiiiieeeee -2,635 -4.2 -1,131 -1.6 -1,236 -15 -1,703 -1.9 -5,461 -5.8

Source: Based on figures from Central Bank April20/onthly Bulletin (Table 21)
(1) Revenues are cash, expenditures are accrued

@

Includes all interest payments under foreign déligations
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Taxation and Customs

In 2009, Central Government revenues totaled UXSSRB million (equivalent to 18.5% of GDP), of
which U.S.$2,298 million (equivalent to 3.7% of GD€orresponds to petroleum revenue, U.S.$7,257iomill
(equivalent to 11.6% of GDP) corresponds to taxenere, U.S.$752 million (equivalent to 1.2% of GDP)
corresponds to non-tax revenue and U.S.$1,276omi{lequivalent to approximately 2.0% of GDP) igespect of
transfers received.

In 2010, Central Government revenues totaled US0FE million (equivalent to 21.7% of GDP), of
which U.S.$4,411 million (equivalent to 6.3% of GD€orresponds to petroleum revenue, U.S.$8,794iomill
(equivalent to 12.6% of GDP) corresponds to taxenere, U.S.$1,512 million (equivalent to 2.2% of GDP
corresponds to non-tax revenue and U.S.$359 millémuivalent to approximately 0.5% of GDP) is ispect of
transfers received.

In 2011, Central Government revenues totaled U.39B7million (equivalent to 21.6% of GDP), of which
U.S.$5,971 million (equivalent to 7.5% of GDP) @sponds to petroleum revenue, U.S.$9,765 milligui(@lent
to 12.2% of GDP) corresponds to tax revenue, U3 million (equivalent to 1.5% of GDP) correspstd non-
tax revenue and U.S.$252 million (equivalent toragjnately 0.3% of GDP) is in respect of transferseived.

In 2012, Central Government revenues totaled UBSRB million (equivalent to 22.3% of GDP), of
which U.S.$6,086 million (equivalent to 7.0% of GD&brresponds to petroleum revenue, U.S.$ 12,28komi
(equivalent to 14.0% of GDP) corresponds to taxenere, U.S.$1,128 million (equivalent to 1.3% of GDP
corresponds to non-tax revenue and U.S.$54 millezuivalent to approximately 0.1% of GDP) is inpest of
transfers received.

In 2013, Central Government revenues totaled UG4R® million (equivalent to 21.8% of GDP), of
which U.S.$4,677 million (equivalent to 5.0% of GD&vorresponds to petroleum revenue, U.S.$13,668omil
(equivalent to 14.6% of GDP) corresponds to taxenere, U.S.$1,961 million (equivalent to 2.1% of GDP
corresponds to non-tax revenue and U.S.$95 millemuivalent to approximately 0.1% of GDP) is inpest of
transfers received.

The Constitution grants the National Assembly ththarity to create, amend or eliminate taxes bymea
of the law, without detriment to the attributionsagted to Autonomous Decentralized Governmentstsiuit to
the Constitution, only the President may submishithat levy, amend or eliminate taxes. Municigalernments
may also levy taxes. The Constitution provides tha policy shall promote redistribution and shstiimulate
employment, the production of goods and servicesyell as ecologically, socially and economicakigponsible
conduct. Furthermore, the Constitution expresslyrigizes direct and progressive taxes.

The value added tax applies to most sales of témgisets as well as most services, except foratidnal,
public transportation, public services, childcamvies and others. The value added tax has beetathest
component of tax revenues in the past 5 years,rgéng U.S.$6,056 million of total tax revenues2613 and
steadily increasing since 2009. This increaseotsdne to an increased rate, which has held staad2% for the
past 5 years. Instead, the increase in revenuhseiso the Government's increased capacity tectathis tax due
to an improved administrative system and the téornes described in further detail below.

The second largest component of tax revenues @riadax, which accounted for U.S.$3,847 million of
tax revenues in 2013. Effective personal incomertdgs for residents and non-residents who filer&urns in
Ecuador range from 0% to 35%. The standard cotpdex rate in 2013 is 22%, down from 25% in 201\bn-
resident individuals are also subject to a flabime tax of 22% in 2013 (down from 24% in 2011 aB&Zn 2012).

Revenues from income taxes have also steadilyasextin the past five years. This increase istdue
several tax reforms implemented during this period.
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Tax Reforms

Historically, many individuals and companies did pay taxes in Ecuador. Upon taking office, Prestd
Correa aimed to change this behavior and instautalture of paying taxes among citizens and comeganTo that
end, the Ministry of Education established tbéa de la Cultura Tributaria("Tax Culture Day") to be
commemorated every April 27 and ran multiple ted®on advertisements concerning the importance »f ta
payments. Ecuador completed these cultural effoitts legal reforms. Two of the most importantaehs include
the Reform Act to the Internal Tax Regime Law and tlefdRm Act for Tax Equity in Ecuador, which were eteal
on December 23, 2009 and include the following mess

 a 1% to 2% Currency Outflow tax, which was subsatjyeamended in November of 2011 to a 5%
Currency Outflow Tax with an exemption for the fit$.S5.$1,000 as long as no credit card or debit
card is used (for more information regarding theréuwcy Outflow Tax see "Balance of Payments and
Foreign Trade- Foreign Trade—Trade Policy");

e taxation on dividends received by company sharedslds profits;

» changes in the manner in which tlmepuesto a los Consumos EspecidltSpecial Consumer Good
Tax" or "ICE") calculates taxes on certain items fiooducts such as cigarettes, alcoholic beverages
and soft drinks. See "The Ecuadorian EconeBgonomic and Social Policies— Environmental
Improvement and State Resources Optimization Law;"

* incentives for the production sector, such as ggsal to return the value added tax (“VAT") for
certain tourism activities, and exemptions on taxréinvestment in science and technology); and

» arefund of the 12% VAT for the public sector.

Other measures include the institution of numemew individual tax deductions that encouraged the
participation in payment of taxes. Taxpayers cpphathese new deductions prior to the end of te ytear.
Ecuador believes that the deductions and the advpagment system encourage participation and desxlethe
rate of tax evasion in the country. Ecuador hae ahproved its tax administration system to masilg identify
tax evasion Also, Ecuador believes that the decrease in dngocate tax rate in 22% in 2013, compared to 286% i
2012, has encouraged business growth and allowedl&wger corporate tax base.

In December 2012, the National Assembly enactedCtimprehensive Law of Redistribution of Income
for Social Expenditures, which went into effect @amuary 1, 2013. This law expands the scopeeMiiT to
certain financial services provided by credit cadininistrators and private financial entities thafre previously
exempt.

Foreign Aid

From 2009 to 2013, foreign aid to Ecuador consistieldss that U.S.$123 million. The total amoupés
year have been U.S.$38.3 million, U.S.$38.5 milliand U.S.$45.8 million, in 2009, 2010, and 20Ekpectively.
As of 2012, Ecuador is no longer listed as a cquimr need for foreign aid based on revenues peitaap
requirements from the World Bank. As such, it dad receive foreign aid in 2012 or 2013.

Central Government Expenditures

In 2009, Central Government expenditure as a p&agenof GDP was 22.7%. Overall expenses in 2009
constituted U.S.$14,218 million. Since then, theoant of Central Government expenditures has dieadireased
to U.S.$25,861 million in 2013. The continuingrieases in Central Government spending over thdilesyears
can be primarily attributed to increases in (1) esm@nd salaries, which have increased, in abstdutes, from
U.S.$4,708 million in 2009 (when they constitute31136 of Central Government spending and 7.5% ai 8©DP)
to U.S.$7,897 million in 2013 (when they constitutg0.5% of Central Government spending and 8.4%otai
GDP) and (2) fixed capital expenditures, which havereased from U.S.$3,507 million in 2009 (wheryth
constituted 24.6% of Central Government spendird) 26% of total GDP) to U.S.$8,538 million in 20@8hen
they constituted 33.0% of Central Government spandind 9.1% of total GDP) The Government has also
increased the amount of investment in infrastruicnojects, specially highways, bridges, and hyléatgc plants.
For more information see "The Ecuadorian Econorfyrategic Sectors of the Economy."
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2014 Budget

In November of 2013, the National Assembly appcoaeU.S.$34.3 billion budget for 2014, which is a
5.9% increase from the U.S.$32.4 billion budgetraped in 2013. The budget projects tax revenués $1$13.60
billion, assumes an average crude oil price of $86.4 per barrel, and targets GDP growth of appnaiely 4.5%
to 5.1% and a 3.2% inflation rate. It allocate$.$1.4 billion for transportation, U.S.$1.2 billidor electricity
projects, U.S.$2.4 billion for public health andSL$4.9 billion for education and education initias. Overall, the
budget proposes a deficit of U.S.$5.4 billion, vhis the result of the Republic's investments frastructure.
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PUBLIC DEBT
General

Public sector debt, including internal and extentetht of the financial and non-financial public tseand
the external Central Bank debt balance, was U.S88827 million as of December 31, 2013, compared to
U.S.$18,652.3 million as of December 31, 2012 arf8.$14,561.8 million as of December 31, 2011. Tiueease
in public sector debt in 2013 was mainly due toittezeased capital expenditures by the Governmerst@tegic
projects. The ratio of total public sector debt@BP increased from 21.3% as of December 31, 2022 14% at
December 31, 2013.

Since President Correa was elected in 2007, Ecuatochanged the focus of its public debt. Ecuadsr
focused on its relationships with Latin Americarséd multilateral entities and new bilateral padnstuch as China.
Ecuador has executed several loan agreements Witta @G the past five years and continues to collate with
long-time partners such as Spain and Brazil. linLAmerica, Ecuador has strengthened ties with,IBBF, and
FLAR.

Under the 2008 Constitution, the National Assemidys the power to adopt legislation governing the
issuance of public debt and to appropriate fundgiired for debt service. Acting pursuant to thisistd@utional
mandate, the National Assembly approved the Cod#&asfhing and Public Finance, which governs thegulares
that must be observed in all public debt matteree Tode of Planning and Public Finance rules cormogmpublic
debt apply to the Ministry of Finance, which is thdy Government institution allowed to contract foe issuance
of sovereign debt by the Republic of Ecuador, ad a® obligations of the municipalities guarantemd the
Government.

Because all public debt governed by the Code afritey and Public Finance must comply with the publi
indebtedness policies adopted by the executivechrahe Ministry of Finance must obtain the appt@iahe Debt
and Finance Committee of the Republic of Ecuaddorbesigning any agreement with respect to sovareigpt
including the Notes. See "Monetary System — FiBadicy." This requirement is established by Agi289 of the
2008 Constitution and Article 139 of the Code ddirifling and Public Financépproval is not required for any
obligation that is less than 0.15% of the GenetateSBudget and does not have a sovereign guaranes
contract executed by the Ministry of Finance tljuired, but did not obtain the approval of the Dl Finance
Committee is null and void and unenforceable ang gige rise to civil and criminal liability for thendividuals
involved. Approval of the Debt anginance Committee is evidenced by a signed memararglgned by each
member of the Debt and Finance Committee. OnceMimistry of Finance obtains approval of the Debtda
Finance Committee, it may sign the agreement imgirdebt obligations, provided that the Attorneyn@éeal of
Ecuador has approved any clauses providing foignrapplicable law and/or arbitration in a foreigmisdiction.
Loan proceeds are disbursed to the Ministry of Réea which in turn, transfers such proceeds toultiemate
borrower.

The use of proceeds for public debt is limited hyicde 126 of the Public Planning and Finance Code.
Under the Public Planning and Finance Code, praceégublic debt transactions may only be usedIfpfinance
Government programs, (2) finance infrastructurgqmts that have the capacity to repay the debgatitin and (3)
refinance an existing external debt obligation oorenfavorable terms. The Public Planning and FiraGode
prohibits public transactions for the purpose ofipg ongoing expenses, with the exception of expemslated to
health, education, and justice, under exceptioinalimstances as determined by the President.

Although public debt service is the primary respbitisy of the entity for whose benefit the loan sva
received, debt governed by the Code of Planning Boblic Finance is an obligation of the Government.
Accordingly, transfers from the Government to amjitg pursuant to the annual budget take into antalebt
service obligations for the following year.

This external debt process is in place as a meshmatd ensure that Ecuador does not reach the &iglisl
of debt it had incurred before the Correa admiaigin. The system of authorization through the sTitution and
the Debt and Finance Committee, plus the 40% of @& limit and other provisions from the Publiafing and
Finance Code seek to maintain a stable externalatebhave resulted in a low debt to GDP ratio@spared to
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other countries. As of December 31, 2013, totdllipwisector debt was U.S.$22,846.7 million, anreated 24.4%
of GDP). Interest payments on all debt obligatimmesent less than 1% of GDP.

External Debt

The total external debt of the public sector in &bor was U.S.$12,920.1 million at December 31, 2013
compared to U.S.$10,871.8 million at December 31,22 and U.S.$10,055.3 million at December 31, 20tk
increase in public sector external debt since Déegrl, 2011 is primarily the result of the dislments of loans
to develop various major infrastructure projectgstly related to hydroelectric energy in Ecuador,ptomote
energy independence and reduce reliance on nomade energy sources.

The following table sets forth information regamliEcuador's public sector external debt as of dates
indicated.

Public Sector External Debt
(in billions of U.S. dollars at the end of the yeaxcept percentages)
At December 31,

2009Y 2010 2011 2012 2013
Central GOVEIMMENL........ccceiiiiiieeeeieeeeeeieee e e e eiereeeeennes 6.50 7.73 9.18 9.88 11.86
Public financial and non-financial entities ...................... 0.90 0.94 0.88 0.99 1.06
o] 7= | U U PP UPUPPPURRRRt 7.39 8.67 10.06 10.87 12.92
External public debt as a percentage of nominal GDP.. 11.8% 12.5% 12.6% 12.4% 13.8%

Source: Ministry of Finance April 2014 Bulletin
(1) Includes U.S.$3.95 billion in aggregate primtipmount of 2012 and 2030 bonds that were tender2009

The following table shows the composition of thepRaic's external public debt by type of creditor the
periods presented. Provincial governments and ripalittes may incur debt through the Ministry oh&ice if they
follow certain requirements established by law, aedtain provincial and municipal governments héssied
external debt, which is included in the table abornder the heading of "Public financial and norafioial entities."

Public Sector External Debt by Type of Creditor
(in billions of U.S. dollars)
At December 31,

2009 2010 2011 2012 2013
Multilateral..........cccocoiiiiiiiiii e 4.87 6.2 5.29 5.87 6.01
Bilateral...........ccoviiiiiiciiii e 1.35 2@ 3.62 3.87 5.75

Commercial and Bonds ...........c..cceee. 1.17 1.15 1.14 1.13 1.16
Total Public Sector External Debt 7.39 8.67 10.06 10.87 12.92

Source: Ministry of Finance April 2014 Bulletin

The increase in bilateral debt of the Governmernt poblic financial and non-financial entities from
December 31, 2009 to December 31, 2013 was dudynaimew debt being obtained from bilateral lersdeather
than from the international bond markets, followithg repurchase by the Government of the 12% Uo8ard
Denominated Global Bonds due in 2012 and the WfardDenominated Step-Up Global Bonds due in 20B6r
more information see "Public Debt — Debt Obligasien2012 and 2030 Bonds and tender offer."

As of December 31, 2013, total indebtedness oweadultilateral institutions was U.S.$6.01 billioT.he
Government is current on all its obligations to titatleral institutions.

In 2009 the top three bilateral lenders to Ecuadere Spain, Italy and Japan, with debt levels of
approximately U.S.$326.3 million (21.5% of the tdidateral debt), U.S.$277.1 million (18.3% of ttwtal bilateral
debt) and U.S.$258.4million (17.0% of the totabt®ral debt). As of December 31, 2013, the topetbilateral
lenders to Ecuador were China, Brazil and Spaiih webt levels of U.S.$4,633.9 million (79.2% ot ttotal
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bilateral debt), U.S.$292.6 million (5.1% of thealobilateral debt) and U.S.$190.7 million (3.3% tok total
bilateral debt) respectively. The Government iseniron all of its obligations to bilateral lenders

Since 2010, Ecuador has agreed to three sepamteatireements with China Development Bank totaling
U.S.$5 billion, which are related to a multi-padgntractual structure that involves crude oil detiv contracts
entered into with PetroChina and Unipec. Delegninder these contracts are based upon interabspat prices,
such as WTI plus or minus a spread, plus a prenpiaich due to the term of the contracts. The spigadlculated
using Argus, a crude oil price assessment pubtinatiArgus"”) and the quality of crude oil as measuby the
American Petroleum Institute. Under these agre¢sn&ruador is required to invest the loaned ansownspecific
infrastructure projects or programs in Ecuador.

The following table lists current material bilateaad multilateral indebtedness by agreement andiele

Material Public External Debt
(in millions U.S.$)

Balance as of
December 31,

Creditor Interest Rate Type Currency Date Issued Maturity 2013
Multilateral
Variable, Fixed U.S.$ 1996- 2013 2013-2049 712,1
Variable us.s 2004- 2013 2013-2029 2,590.1
Variable UusS.$ 2012 2015 450.3
... X&d, Variable Euro, U.S.$ 1964- 2012 2013-2043 259.
............................................................................................................................... 6,013.8
Fixed, Variable RMB, U.S.$ 2010-2013 20182 4,633.9
Variable Us.$ 1997-2013 2013-2023 292.6
Fixed U.S.$ 1987-2006 2016-2036 190.7
Fixed Euro 1995 2025 151.4
JAPAN e Fixed, Variable Yen 1995 2015 126.2
Others® ..o X€&d, Variable DEG, Won, Libra, Chf 1983-2013 20062 350.2
o)=L ST 1= (=T = L 1= o | O SOS 5,745.0
O DD ™ ...ttt ettt b bbb bbb bbb bbbttt 1,161.2
TOtal EXIEINAI DEDL......oiiiii ettt s bttt e e 12,920.1

Source: Interest rate, currency, date of issue @adurity information based on informacion from Mimy of Finance. Balance figures based on
April 2014 Bulletin and December 2013 Bulletin
(1) Other multilateral loans include loans with theemmiational Fund for Agricultural Development ande tBanco
Internacional de Reconstruccion y Fomento.
(2) Includes amounts from loans to Paris Club members.
(3) Other bilateral lenders include South Korea, Geyn&rance, and the United States, among others.
(4) "Other debt" includes commercial debt and amouwesdounder the 2012, 2015, and 2030 bonds and t#dyBonds.
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The following table shows the rates of interestligpple to the outstanding principal balance of the
Republic's public external debt at the dates indita

Interest on Public Sector External Debt

At December 31, 2013 At December 31, 2012
Amount Percentage Amount Percentage
(in millions of U.S. dollars, (in millions of U.S. dollars,
except percentages) except percentages)
Fixed Rate

0-3%0 .t 728.0 5.6 739.9 6.8
BB e 457.6 35 592.7 55
5-8%..cccciiiniianns . 5,788.3 44.8 3,987.9 36.7
More than 898 ...........c.cocrriiriieceee. 979.6 7.6 965.4 8.9
Floating Rate........ccceerveiiiiiieiieee e 4,966.7 38.4 4,585.9 42.2
TOtal e 12,920.1 100 10,871.8 100

Source: Ministry of Finance December 2013 Bulletin
(1) Reflect the amounts under the 2012 and 2030 bamdithe 2015 Bonds

The following table sets forth scheduled debt serfor the Republic's the total public externaltdebthe
periods presented.

Public Sector External Debt Service Maturity 2013-R22
(in millions of dollars)
For the Year Ending December 31,
2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Central Government 1,089 1,398 1,923 1,209 1,702 1590 1,186 1,075 701 672
Principal........ccccoceiviiinnnne 464 742 314 687 1,235 1,225 902 851 525 527
Interest ........coooviiieiiiinen, 625 656 096 522 467 365 284 224 176 145
Rest of Public Sector....... 145 104 116 109 97 93 86 76 75 60
Principal........ccccoceviiinnnne 104 56 69 66 59 59 57 50 54 42
Interest .................. 41 48 47 43 38 34 29 26 21 18
Total Debt Service............ 1,234 1,502 2,039 1,318 1,799 1,683 1,272 1,151 776 732

Source: Ministry of Finance as of December 2013

In 2014, Ecuador's significant external debt tratisas include a U.S.$116 million 2-year loan from
Deutsche Bank to finance projects of the Ecuadoaiarforce and a U.S.$400 million 3-year loan fiagifrom
Goldman Sachs. Additionally, in April of 2014, tNéorld Bank extended a U.S.$1,000 million line oédit to
Ecuador intended to help provide additional finagdior Ecuador's hydroelectric projects.

Internal Debt

The Government's internal debt consists of obligetito both public sector and private entities.blieu
sector internal debt increased from U.S.$2.84dillat December 31, 2009 to U.S.$9.93 billion atdbatger 31,
2013, due primarily to the issuance of bonds tarfoe investment projects.

The following table sets forth the public sectdemal debt for the periods presented.

Public Sector Internal Debt
(in billions of U.S. dollars, except percentage)
At December 31

2009 2010 2011 2012 2013
Central Government NOES..........coouvveimemcmmmree e 2.73 3.70 3.66 6.95 9.13
Governmental Entitie®)............cco.ooveveveveeececceeees e 0.11 0.97 0.85 0.83 0.80
TOMAL et 2.84 4.67 451 7.78 9.93
Internal public debt as a percentage of nominal GDP... 4.5% 6.7% 5.6% 8.9% 10.6%

Source: Ministry of Finance April 2014 Bulletin
(1) Direct issuances backed by IESS and the Staté.BGovernment is the debtor under all intermdltdssuances.
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As of December 31, 2013, approximately 91.9% ofddou's internal public indebtedness consists ajdon
term originally issued dollar-denominated noteswbich approximately U.S.$133 million consists aftstanding
notes issued by AGD under the Constitution of 1828 have not been repurchased by the Governmdraranstill
held by private investors. Currently, all interiaigbt obligations are issued through the Ministrfrifance. As of
December 31, 2013, approximately 8.1% of Ecuadat&rnal public indebtedness is backed by Goverriaten
Entities, such as IESS and the State Bank.

The Ministry of Finance and COSEDE, acting as &est temporarily assumed the debts and assets of
AGD. They were then permanently transferred to CIHdr further information on these transfers, '$éenetary
System - The Financial Safety Net- Deposit Insugahc

Public Sector Internal Debt
(in millions of U.S.$, except percentages)
2009 2010 2011 2012 2013

Uuss$ % Uuss$ % Uuss$ % uss$ % Uu.s.$ %

Short-term notes

Long-term note&) 2545 895 3565 764 3525 782 6817 87.6  899190.5
AGD notes®? 135 48 133 29 133 3.0 133 1.7 133 1.3
CFN noteg® 49 17 - - - - - - _ _
Total notes 2,729 960 3698 793 3659 812 69%0.3 9,125 91.9
Governmental Entitié8 113 4.0 967 20.7 848 18.8 830 107 802 8.1
Total internal debt 2,842 100 4665 100 4,507 100 7,781 100 9,927 100

Source: Ministry of Finance April 2014 Bulletin

(1) Securities placed by Ecuador according to decreesrasolutions issued to finance projects from stete
budget and annual investment plan.

(2) Law 98-17 of November 26, 1998, published in Offiadbazette No. 78 of December 1, 1998 ("Law 98-17")
authorized the issuance of government bonds a®ptre resources for the operations of the DeBgdrantee
Agency. These bonds were issued for a term ofeHBsy payment of principal at maturity and annotdrest
payments at a rate of 12%.

(3) These bonds issued under Law 98-17 as a capittilmation to the National Finance Corporation. Madue of
these bonds was U.S.$424.9 million and they hadd7l14-year terms with semi-annual payments of ppalc
and interest at Libor plus 180 days margin.

(4) Direct issuances backed by IESS and the State Bank.

Ecuador has not issued any short-term debt (mgategitial to or less than one year), and it doesmend
to issue such debt in the future. Ecuador's medarm-and short-term obligations have generally hiesned to
finance development projects and to restructurprovide for revenue shortfalls in the Governmehtidget for a
given year. Notes issued for development projectsgenerally privately held by entities contradiedindertake
these development projects. Notes issued for bugggticturing, which generally have a maturityagee than one
year, are placed on the Quito and Guayaquil stockanges, and are currently held by both public jaridate
holders.

Debt Obligations
Brady Bonds and Eurobonds

In May 1994, the Government reached an agreemehtitsicommercial bank creditors to restructure the
Republic's medium and long-term commercial bank ¢gte "Brady Plan"). The Brady Plan offered creditthe
opportunity to exchange existing principal for eith(i) 30-year notes of the same face amount (& Notes"),
with interest initially fixed at three percent (34acrementally increased over the first 10 yearsap rate of five
percent (5%) or (ii) 30-year notes with a face antaegual to 55% of the face value of the debt emghd (the
"Discount Notes" together with the Par Notes, tBeatly Bonds") and bearing interest at the Londderbank
Offered Rate ("LIBOR") plus 13-16%. The principdl®ar Notes and Discount Notes was fully collaieetl by
30-year U.S. Treasury notes and interest on thadesNwas collateralized on a 12-month rolling habiee Brady
Plan also offered creditors the opportunity to exaye accrued and unpaid interest for two instruméint20-year
notes bearing interest at LIBOR plus 13-16% (thBI"Rotes") and (ii) 10-year notes bearing-interasLIBOR
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plus 13-16% and representing certain accrued apdidmpast due interest under the Consolidation ément (the
"IE Notes").

On December 21, 1994, the Republic issued U.S.$1&illion of IE Notes. On February 28, 1995, the
Republic issued U.S.$1.9 billion, U.S.$1.4 billiand U.S.$2.4 billion of Par Notes, Discount Noted DI Notes,
respectively. The Republic also agreed to makaireadditional cash payments in respect of pasimaesst.

On April 25, 1997, the Republic issued U.S.$350iamil of its 11.25% Fixed Rate Eurobonds due 2002
and U.S.$150 million of its Floating Rate Eurobond® 2004 (together, the "Eurobonds"). In late9188d early
2000, the Republic defaulted on its Par Bonds, @iat Bonds, 11.25% Fixed Rate Eurobonds due 2002tifg
Rate Eurobonds due 2004, IE Notes and PDI Notegffer, the "Old Notes"). In June 2000, the Regualinched
a global exchange offer whereby it offered U.SlatdDenominated Global Bonds due 2012 (the "2012d3%) and
U.S. dollar Denominated Step-Up Global Bonds dug02@he "2030 Bonds" together with the 2012 Borills,
"2012 and 2030 Bonds") together with a cash payrogrgny and all of the Old Notes.

In December 2005, the Republic launched an issuahtiee 2015 Bonds. The use of the proceeds of the
2015 Bonds was to buyback certain of the 2012 Bam@scordance with their terms. The last intepsgtment on
the 2015 Bonds, which was due on December 15, 2048,paid by the Republic in accordance with thevent
indenture. The Republic is current on its finanaéligations under the 2015 Bonds and intends tdemgll
payments on the 2015 Bonds as they become duezgathlp.

2012 and 2030 Bonds and tender offer

In 2008, Ecuador defaulted on its interest paymétshe 2012 and 2030 Bonds in the aggregate atnoun
of approximately U.S.$157 million and principal pagnts of approximately U.S$3,200 million. The 2@t 2030
Bonds were originally issued in exchange for pdebt offerings of the Republic in order to extehd maturity
dates of those prior obligations. This defaultdalked the publication of a report in 2008 by then@uission of
Integral Audit of Public Credit ("CAIC"), a committ composed of representatives from both the Ecisado
government and private sector organizations and beesnof civil society. CAIC reviewed Ecuador's deb
obligations from 1976 to 2006 and in its report madnumber of findings regarding the legitimacyEofiador's
debt obligations (including the 2012 and 2030 Bonds particular relating to concerns involving tipablic
assumption of private debt, appropriate authorati sovereign immunity, and the relevant econdemas of the
debt obligations incurred. After the default, whioccurred during the first term of President Case
administration, Ecuador offered to repurchase #22and 2030 Bonds. In April 2009 and NovembedRthe
Republic launched tender offers, in cash, to heladrthe 2012 and 2030 Bonds. Approximately 93.2#%he
bonds were tendered in the April 2009 and the Ndwar2009 tender offers and were bought out at 8fa the
dollar. Although some holders continue to hold tefaulted 2012 and 2030 Bonds, Ecuador has sutigesf
repurchased additional 2012 and 2030 Bonds fronairging holders in the years 2009 through 2014. oAthe
date hereof, the total aggregate amount of outstgratincipal on the 2012 and 2030 Bonds is U.S7$Z@nillion,
which represents 3.4% of the original aggregatecipal amount of the 2012 and 2030 Bonds.

Other obligations

In June 2003, the Republic agreed with its Pariso@reditors to reschedule U.S.$81 million of lsitat
debt. Payments due on official development aid$oaere rescheduled over a period of 20 years askton other
credits were rescheduled over a period of eighyeans. As of April 2014, the Republic was in coraptie with all
of the terms of its Paris Club loans. Further,goent years, the Republic has launched succesdftilecchanges in
Germany, Spain and Italy.
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DESCRIPTION OF THE NOTES
Ecuador will issue Notes (as defined below) undeiralenture between Ecuador and The Bank of New
York Mellon (the Trustee"), dated June 20, 201&he "Indenture’). The following description summarizes the
material provisions of the Notes and the Indentuféis summary does not contain all of the infoiorathat may
be important to you as a potential investor in tetes. You should read the Indenture and the farfridotes
before making your investment decision.
General

Authorization

The issue of the Notes was authorized by the RépsibDebt and Finance Committee under Acta
Resolutiva No. 009 dated June 5, 2014 and ActalR@soNo. 011 dated June 17, 2014.

Basic Terms
The Notes will:

« be general, direct, unsecured, unsubordinated aodndlitional obligations of Ecuador, will be backey the
full faith and credit of Ecuador and will rank edjyan terms of priority with Ecuador's Externaldebtedness
(other than Excluded Indebtedness), provided, thath ranking is in terms of priority only and dosst
require that Ecuador make ratable payments on tbheesNwith payments made on its other External

Indebtedness;

» be initially issued in an aggregate principal antoafnU.S.$2,000,000,000 of 7.95% Notes due June2@04
(the 'Notes);

* mature at par on June 20, 2024 (subject to anyo@gitiRedemption, prepayment or repurchase);
* beissued in denominations of U.S.$200,000 andjiatenultiples of U.S.$1,000 in excess thereof;

» be represented in the form of global notes, withmuipons, registered in the nominee name of themam
depositary for Euroclear and Clearstream for tlewants of its participants; and

» beredeemable at the option of Ecuador (see "—@gdtiRedemption™).
The reimbursement price at maturity is equal to%@J the Notes' principal amount plus accrued ager
Interest
Interest on the Notes will:
* accrue at the rate of 7.95% per annum;
» accrue from and including the date of issuancé®@mtost recent payment date;

«  be payable semi-annually in arrears on Decemb®a@@ June 20of each year, commencing on December 20,
2014;

» be payable to the holders of record at the endh@fBusiness Day immediately preceding the relatéztést
payment date; and

» be computed on the basis of a 360-day year contpoiavelve 30-day months.
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Payment

Ecuador will make payments of principal of, intér@scluding Additional Amounts (as defined below),
any) on and premiums, if any, on the Notes by wiaasfer of immediately available funds to the LondPaying
Agent on the Business Day prior to each schedubdnpnt date. The London Paying Agent, will appig t
amounts it receives from Ecuador towards the paymeprincipal, interest (including Additional Amats, if any)
and premiums, if any, then due. While the Noteshalid in global form, the London Paying Agent wilhke such
payments to Euroclear or Clearstream or its nomiag¢he registered owner of the Notes, by cheakir@r transfer
in immediately available funds. Euroclear or Cétaram will distribute the funds it receives frohetLondon
Paying Agent to beneficial holders of the Notesihgwccounts at Euroclear or Clearstream, in acoue with
Euroclear's or Clearstream's records and operatiocedures. To hold a beneficial interest in tloeld you must
hold an account at Euroclear or Clearstream diremtlthrough a financial or other institution thets a direct or
indirect account with Euroclear or Clearstream.

None of Clearstream or Euroclear is an agent offfou The Trustee is a fiduciary of the holdershef

Notes and any monies it receives from Ecuador milhding payment, be held by it in trust for thelesive benefit
of the holders of the Notes. Euroclear and Clegastrare clearing agencies. The manner in which eEhbroclear
and Clearstream maintains records of beneficia@rast in the Notes and how it distributes paymemisie by
Ecuador on account of such interest are withisate discretion. None of Ecuador, the Trustee| tihredon Paying
Agent or the initial purchasers shall have any oespbility or liability for any aspect of the rects of, or payments
made by, Euroclear or Clearstream or their nomie&bsrect participants, or for any failure on theert of Euroclear
or Clearstream or their direct participants in makpayments to holders of the Notes from the futhdy receive.
Ecuador's obligations to make payments of princigfabnd interest on the Notes shall be satisfie@rwhuch
payments are received by the Trustee.

If Ecuador issues definitive Notes, the London Rgyi\gent will make payments by check mailed to the
holder's registered address or, upon applicationhkyholder of at least U.S.$1,000,000 in princigalount of
definitive Notes delivered to the Trustee not latesin the relevant record date, by wire transfearoaccount
designated by such holder.

If any date for an interest or principal paymenttio@ Notes is not a Business Day, Ecuador will ntalke
payment on the next Business Day. No interesherNbtes will accrue as a result of this delayagrpent.

If any money that Ecuador pays to the London Payiggnt for the purpose of making payments on any
Notes is not claimed at the end of two years dfterapplicable payment was due and payable, treemtney will
be repaid to Ecuador. Ecuador will hold the moimetyust for the relevant holders until six yearsnh the date on
which the payment first became due or a shortepgef time provided by law. Before any such rapawnt, the
Trustee may mail or publish in an authorized newspaotice that such money remains unclaimed. rAsity such
repayment, holders entitled to receive payment fsoich monies may look only to Ecuador for such paytmand
neither the Trustee nor any paying agent will Bbl& for such payment.

Additional Amounts

Unless otherwise required by law, Ecuador will malleprincipal and interest payments on the Notes
without withholding or deducting any present omufgt taxes imposed by Ecuador or any of its poliscddivisions
or taxing authorities. If Ecuador is required bwlto deduct or withhold taxes, Ecuador will pag Holders of the
Notes such additional amounts as may be necessanstre that they receive the same amount asmbely have
received without any withholding or deduction. Asych amounts to be paid by Ecuador in accordantte this
paragraph shall be "Additional Amounts".

Ecuador will not, however, pay any Additional Amesirin respect of any tax, assessment or other
Governmental charge that is imposed due to anlgeofdllowing:

« the holder or beneficial owner has or had some ection with Ecuador other than merely holding thateNor
the receipt of any payment of principal of or ietgron that Note;
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« the holder has failed to present, where presemtasidgequired, its Note for payment within 30 dafter the
payment first became due or, if the full amounso€h payment is not received by the London PayiggrA
on or prior to such due date, the date on whickcaeas given to the holder that such payment has beceived
and is available to the holder except to the exteat holder thereof would have been entitled talifidnal
Amounts on presenting the same for payment asefagt day of such period of 30 days;

» the holder or beneficial owner has failed to compligh any certification or other reporting requirent
concerning its nationality, residence, identityconnection with Ecuador or any of its political divisions or
taxing authorities, and Ecuador or any of its feditsubdivisions or taxing authorities requiresnptiance with
these reporting requirements as a preconditiorxéonetion from all or any portion of any tax withdioig or
deduction and has notified the holder or benefioiaher, as applicable, in writing at least 60 dpsier to the
first scheduled payment date for which compliandehe required;

« where the withholding or deduction is imposed opagment to an individual and is required to be made
pursuant to European Council Directive 2003/48/E@ry other directive implementing the conclusiohshe
ECOFIN Council meeting of November 26-27, 2002 d&w® taxation of savings income or any law
implementing or complying with, or introduced irder to conform to, such Directive; or

* a Note has been presented for payment by or onlfbetha holder who would have been able to avoid th
withholding or deduction by presenting the relevhiote to another paying agent in a member statthef
European Union.

Ecuador will pay any present or future stamp, courtlocumentary taxes or any other excise or ptpper
taxes, charges or similar levies that arise in Houar any of its political subdivisions or taximgithorities in
respect of the creation, issue, execution, deli@ryegistration of the Notes. Ecuador will alsaémnify the
holder and the Trustee from and against any stampt or documentary taxes or any other excise@pgrty taxes,
charges or similar levies in connection with théoetement of Ecuador's obligations under the Néa#lswing an
event of default.

Repurchase

Ecuador may at any time, in accordance with applecdéaws, tender for or repurchase the Notes at any
price in the open market or otherwise. Any Notepsrchased (including upon any redemption) shatlbeore-
issued or resold except in compliance with the 8tes Act and other applicable law. Ecuador majdhgotes it
purchases or may surrender them to the Trustezafarellation.

Optional Redemption

Ecuador will have the right at its option, uponigg/not less than 30 days nor more than 60 dayEeto
the holders of the Notes, to redeem the Notes,halevor in part, at any time or from time to timeop to their
maturity, at a redemption price equal to the greaft€i) 100.00% of the principal amount of suchtdémand (ii) the
sum of the present value of each remaining schddpdgyment of principal and interest thereon (exctuof
interest accrued to the date of redemption) disalito the redemption date on a semi-annual bassufing a
360-day year consisting of twelve 30-day monthdhatTreasury Rate (as defined below) plus 50 hasigts (the
"Make-Whole Amount"), plus in each case accrued amgiid interest to the redemption date on the Ntiebe
redeemed on such date (an "Optional Redemption").

On and after the redemption date, unless theredsfault in the payment of amounts due, interedit wi
cease to accrue on the Notes or any portion oNttes called for redemption. If less than all af totes are to be
redeemed, the Notes to be redeemed shall be sblectapro rata basis, selected by lot or by such method as the
Trustee shall deem fair and appropriate (subjettiegprocedures of Euroclear and Clearstream).

"Comparable Treasury Issue” means the United Stdt@snerica Treasury security or securities selécte

by an Independent Investment Banker (as definesWheds having an actual or interpolated maturitymparable to
the period from the redemption date to the matudéte of the Notes to be redeemed that would liead at the

92



time of selection and in accordance with custonfargncial practice, in pricing new issues of congide debt
securities of a comparable maturity to the periodnfthe redemption date to the maturity date oh<uotes.

"Comparable Treasury Price" means, with respeeahioredemption date, (i) the average of the Referen
Treasury Dealer Quotations (as defined below) iehgedemption date, after excluding the highedtlawest such
Reference Treasury Dealer Quotations or (ii) if &inr obtains fewer than four such Reference TrgaBealer
Quotations, the average of all such quotations. MWiigaining a Comparable Treasury Price, Ecuadat mansult
at least three Reference Treasury Dealers.

"Independent Investment Banker" means one of théerBece Treasury Dealers (as defined below)
appointed by Ecuador.

"Reference Treasury Dealer" means a dealer seldoyedtcuador that is a primary United States
government securities dealers.

"Reference Treasury Dealer Quotation" means, vapect to each Reference Treasury Dealer and any
redemption date, the average, as determined bynthependent Investment Banker (after consultatidgth the
Republic), of the bid and asked prices for the Caraple Treasury Issue (expressed in each caspasentage of
its principal amount) quoted in writing to Ecuadigr such Reference Treasury Dealer at 3:30 p.m., Xefk time
on the third Business Day preceding such redemjlate.

"Treasury Rate" means, with respect to any redemplate, the rate per annum equal to the semi-&nnua
equivalent yield to maturity or interpolated matyiof the Comparable Treasury Issue (as definedvt)elassuming
a price for the Comparable Treasury Issue (expdessea percentage of its principal amount) equath®
Comparable Treasury Price for such redemption date.

Certain Covenants

Ecuador has agreed that as long as any of the Kat&sn outstanding or any amount payable by Eauado
under the Indenture remains unpaid, Ecuador will;

1. obtain and maintain in full force and effect Btuadorian Authorizations, necessary under the
laws of Ecuador for the execution and deliveryafd performance by Ecuador under, the Notes and the
Indentureor for their validity or enforceability, and takd aecessary and appropriate Governmental and
administrative action in Ecuador in order to beeatol make all payments to be made by it under thiedN
and the Indenture;

2. ensure that at all times its obligations undee tNotes are general, direct, unsecured,
unsubordinated and unconditional obligations ofdelmr and shall be backed by the full faith and itred
Ecuador and ensure that the Notes shall rank eqgumallterms of priority with Ecuador's External
Indebtedness(other than Excluded Indebtedness)ideh that, such ranking is in terms of prioritygly
and does not require that Ecuador make ratable @atgnon the Notes with payments made on its other
External Indebtedness;

3. use its reasonable best efforts to list andetifezr to maintain the listing of the Notes on the
Luxembourg Stock Exchange; and

4, not create or suffer to exist, or permit the {@drBank to create or suffer to exist, any Lieronp
any of its present or future assets or revenuesetmre or otherwise provide for the payment of any
External Indebtedness of Ecuador or the CentrakRuautess, on or prior to the date such Lien is tecar
comes into existence, the obligations of the Répubider the Notes and the Indenture are secureallgq
and ratably with such External Indebtedness.

Ecuador may, however, create or permit to subséstdllowing Liens ("Permitted Liens"):
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e any Lien on property to secure External Indebteslirassing in the ordinary course of business tarfoe
export, import or other trade transactions, whicktures (after giving effect to renewals and refaiags) no
more than one year after it was originally incurred

* any Lien upon property to secure the purchase micgich property or to secure any External Inddimss
incurred solely for the purpose of financing thguisition of such property;

* any Lien on property arising by operation of law garsuant to any agreement establishing a Lieivabant to
one which would otherwise exist under relevant lli¢eva), including without limitation any right ofes-off with
respect to demand or time deposits with financisfifutions and bankers' liens with respect to propheld by
financial institutions (in each case deposited wdthdelivered to such financial institutions in thedinary
course of the depositor's activities);

e any Lien existing on such property at the timet®ficquisition;
e any Lien in existence as of the date of issuantbeofNotes;

e any Lien securing External Indebtedness issued spmender or cancellation of the principal amaafrany of
the Excluded Indebtedness, as defined under "—@dbiefined Terms" below, to the extent the Liewrrisated
to secure the External Indebtedness;

» any Lien created in connection with any Projectahiting, as defined under "—Certain Defined Termedbl,
provided that the properties to which any such Llapplies are solely with respect to (A) propertiggch are
the subject of such Project Financing or (B) rewsnor claims which arise from the operation, failts meet
specifications, failure to complete, exploitatisale or loss of, or damage to, such properties;

» additional Liens created in any calendar year uassets, revenues or receivables of Ecuador hawihgn
encumbered, a fair market value not exceeding agreggte amount equal to U.S.$50,000,000 (or the
equivalent in other currencies) to collateralizet@ purchase collateral, guarantees or other tregiport in
respect of, new borrowings by Ecuador, provided, ttiathe extent that in any calendar year U.S@&3D000
(or the equivalent in other currencies) exceed$ aggregate fair market value of the assets, resion
receivables so encumbered during that year, theeggte fair market value of assets, revenues araiviables
which may be encumbered in subsequent calendas il be increased by the amount of such excess;
provided however, that the fair market value of the assefgenues or receivables so encumbered in any
calendar year shall in no event exceed U.S.$15000Q0or the equivalent in other currencies); and

» any renewal or extension of any of the Liens desdiabove; provided, that no renewal or extensioang
permitted Lien shall (A) extend to or cover anygedy other than the property then subject to tiem being
extended or renewed or (B) increase the amounhan€ing secured by that Lien.

Events of Default
Each of the following is an event of default untler Notes:

1. Non-Payment Ecuador fails, after the applicable payment d#be(i) make any payment of
principal or Make-Whole Amount on the Notes (unlessh non-payment is due to an administrative or
technical error and is remedied within five Buss@says of the date when such payment is due) Jor (ii
make any payment of an interest amount or Additidiraount on the Notes within 30 days of the date
when such payment is due;

2. Breach of Other Obligation€Ecuador fails to perform or comply with any otledigation under
the Notes or under the Indenture and Ecuador doesmcannot cure that failure within 30 days atfter
receives written notice from the Trustee or holdsrat least 25% of the aggregate principal amadrihe
Notes then outstanding regarding that default;
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3. Cross Defaultt

e Ecuador fails to make any payment in respect of Bmternal Indebtedness (other than
Excluded Indebtedness) in an aggregate principaluaiin excess of US$50,000,000 (or its
equivalent in any other currency) when due (as slath may be extended by virtue of any
applicable grace period or waiver);

« The holders of at least 25% of the aggregate audsig principal amount of any External
Indebtednesgother than Excluded Indebtedness) having an agtgegrincipal amount in
excess of U.S.$50,000,000 (or its equivalent in atimer currency), accelerate or declare such
External Indebtedness to be due and payable, aniregfjto be prepaid (other than by a
regularly scheduled prepayment), prior to its stataturity, as a result of Ecuador's failure to
pay the principal or interest on such External btddness, and such acceleration, declaration
or prepayment is not annulled or rescinded witlirdays;

4, Moratorium:; Ecuador, or a court of proper jurisdiction, deetaa moratorium with respect to the
payment of principal of, or interest on, EcuadoEsternal Indebtedness (other than Excluded
Indebtedness);

5. Validity: Ecuador denies, repudiates or contests ang @aiyment obligations under the Notes or
the Indenture in a formal administrative, legislafijudicial or arbitral proceeding; or any congiitnal
provision, treaty, law, regulation, decree, or otb#ficial pronouncement of Ecuador, or any finakgsion

by any court in Ecuador having jurisdiction, rerglgrunlawful for Ecuador to pay any amount duethosn
Notes or to perform any of its obligations under Notes or the Indenture;

6. IMF Membership Ecuador fails to maintain its membership in thid-]

7. CAF, FLAR, and IDB Membershigihe Republic fails to maintain its membership am, its
eligibility to use the general resources or eq@mabf, any of CAF, FLAR and IDB;

8. JudgmentThere shall have been entered against EcuadihvedCentral Bank in a matter related
to External Indebtedness (other than Excluded Ireditess) a final judgment, decree or order by ataju
competent jurisdiction from which no appeal mayniiede, or is made within the time limit for doing so
for the payment of money in excess of U.S.$50,00D(0r its equivalent in another currency) and dags
shall have passed since the entry of any such entleout Ecuador having satisfied such judgment; or

9. Arbitral award: There shall be made against the Republic or #mtr@l Bank in a matter related
to External Indebtedness (other than Excluded Iteditess) an arbitral award by a tribunal of compete
jurisdiction from which no appeal or applicationadribunal or court of competent jurisdiction &t aside
may be made, or is made within the time limit fayirdy so, for the payment of money in excess of
U.S.$50,000,000 (or its equivalent in another awyg and 120 days shall have passed since the makin
any such award without the Republic having satistie award.

If any of the above events of default occurs angbigtinuing, the Trustee may, and at the writteeation
of holders of at least 25% of the aggregate pradcmount of the then-outstanding Notes, will dexkhe principal
amount of all the Notes to be immediately due aaghple by notifying Ecuador in writing. The Note#lWwecome
due and payable on the date such written noticecisived by or on behalf of Ecuador, unless poosuch date all
events of default in respect of all of the Notesehbeen cured or waived by the holders of nottleas a majority
of the principal amount of the outstanding Noteprawided in the Notes or in the Indenture.

The Trustee will, on behalf of the holders of dlltbe Notes, by written notice to Ecuador, rescamdl
annul such declaration of acceleration and its egusnces, if:
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« all events of default (other than the non-paymenprincipal that became due solely as a result waths
acceleration) have been cured, waived by the heldEnot less than a majority of the principal amioof the
outstanding Notes or remedied; and

» the Trustee will have been reimbursed or otherasapensated by Ecuador for all documented cosperses
and liabilities reasonably incurred by the Trusiee result of any such event of default.

Limitation on Time for Claims

Claims against Ecuador for the payment of principlabr interest on the Notes (including Additional
Amounts and Make-Whole Amounts, if any) must be enadthin six years after the date on which suchnparyt
first became due, or such shorter period provideddplicable law.

Modifications

Any Moadification of the Indenturer the terms and conditions of the Notes may beenwaicjiven pursuant
to a written or other action of the holders of Nhates in accordance with the applicable provisiohthe Indenture
or the Notes.

The Notes contain collective action clauses regarduture Modifications, as defined under "—Certain
Defined Terms" below, of the terms and conditiohthe Notes or the Indenture as described below:

In the case of any Modification of the terms andditions of the Notes or of the Indentushich
constitutes a Non-Reserved Matter, as defined ufidé€lertain Defined Terms" below, such Modificatioray be
made with the consent of Ecuador and of holdees tfast 66 2/3% in aggregate principal amounhefNotes then
outstanding. In the case of any Modification of terms and conditions of the Notes or of the lhgdewhich
constitutes a Reserved Matter, as defined underérafh Defined Terms" below, such Modification mzgy made
with the consent of Ecuador and of holders of astier5% in aggregate principal amount of the Naiten
outstanding.

If any Reserved Matter Modification is sought i ttontext of a simultaneous offer to exchange #i& d
securities of one or more series for new debtumsémts of Ecuador or any other person, Ecuadol shalire that
the relevant provisions of the Notes, as amendedulbip Modification, are no less favorable to thédas of the
Notes than the provisions of the new instrumentadpeiffered in the exchange, or if more than ond dedtrument
is offered, no less favorable than the new deltiungent issued having the largest aggregate paheimount.

Ecuador agrees that it will not issue new Noteseopen any existing series of Notes with the intenof
placing such Notes with holders expected to suppaytModification proposed by Ecuador (or that Emraplans
to propose) for approval pursuant to the Modifiatprovisions of the Indentucg of the terms and conditions of
the Notes.

Any Modification consented to or approved by thddkos of the Notes pursuant to the Modification
provisions of the Indenture or of the terms anddétions of the Notes will be conclusive and bindmgall holders
of the Notes, whether or not they have given sumtsent or were present at a meeting of holdershathwsuch
action was taken, and on all future holders ofNloées (whether or not notation of such Modificatisnmade upon
the Notes). Any instrument given by or on behdlfiny holder of a Note in connection with any coris® or
approval of any such Modification will be conclusiand binding on all subsequent holders of sucle Not

Before seeking the consent of any holder of a Not@ Reserved Matter Modification, Ecuador will
provide the Trustee (for onward distribution to tiwders of the Notes) the following information:

* a description of the economic or financial circuamses that, in Ecuador's view, explain the reqtarsthe
proposed Modification;
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« if Ecuador has entered into a standby, extendedsfunm similar financial assistance program with ithié,
CAF, FLAR, or IDB, a copy of that program; and

» a description of Ecuador's proposed treatmentsobtther major creditor groups (including, whererappate,
Paris Club creditors, other bilateral creditors @tdrnal debt holders) in connection with Ecuaslefforts to
address the situation giving rise to the requeltedification.

For purposes of determining whether the requiredgrgage of holders has consented to or votedvior fa
of any Modification any Notes owned or controlledirectly or indirectly, by Ecuador or any Public cBe
Instrumentality, as defined under "—Certain DefinBerms" below, shall be disregarded and deemedmbe
outstanding. In determining whether the Trustesldte protected in relying upon any Modificatiamly Notes
that the Trustee knows to be so owned shall besseghrded. Upon request of the Trustee, and egetith any
request for any Modification of the Indenture byukdor, Ecuador shall deliver to the Trustee aftzate signed by
an authorized representative of Ecuador listingNalles, if any, known by Ecuador to be owned od lgl or for the
account of Ecuador or any Public Sector Instruniiyta

Ecuador and the Trustee may, without the vote asent of any holder, amend the Notes or the Indentu
for the purpose of:

» adding to Ecuador's covenants for the benefit @hiblders;
» surrendering any of Ecuador's rights or powers;
» securing the Notes pursuant to the requirementseofotes or otherwise;

» curing any ambiguity, or curing, correcting or slggpenting any proven error in the terms and coogiof
the Notes or in the Indenture;

e making any formal, minor or technical change; or

e amending the terms and conditions of the Notehi@rindenturén any manner which Ecuador may determine
so long as any such change does not and will naradly affect the interests of any holder of thaes.

The Notes will clear and settle through Euroclaadt €learstream and will be issued in global boakyen
form and registered in the nominee name of a comoepositary for Euroclear and Clearstream. Beiadfic
interests in the Notes may be held through Euro@ed Clearstream and their direct and indirectigipants. See
"Settlement and Clearance" for a description ofpteeedures applicable to book-entry securities.

The Trustee shall not be required to sign any amemd that adversely affects its rights, dutiediliges
or immunities.

Definitive Notes
Ecuador will issue Notes in definitive form (i.eatrin book-entry but physical form) only if:

» the depositary notifies Ecuador that it is unwilior unable to continue as depositary, is inel@itd act as
depositary or, ceases to be a clearing agencyteegis under the US Securities Exchange Act of 1834,
amended and Ecuador does not appoint a succegsusidey or clearing agency within 90 days;

» Ecuador decides that it no longer wishes to haver gart of the Notes represented by global notes;

» the Trustee has instituted or been directed inngiby the requisite holders to institute any jimliproceeding

to enforce the rights of the holders under the Bl@ed has been advised by its legal counsel thstoitild
obtain possession of the Notes for purposes gbtbeeeding;
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e an event of default has occurred and is continging (A) any holder requests the Trustee to exchitsge
interest in the Note in the form of a Global Note & Definitive Note, or (B) 25% of all outstandihglders
direct the Trustee to exchange all of Notes remteskby global notes for Notes in definitive foron;

» certain other events provided in the Indentgeur.

In the event Ecuador issues Notes in definitivenfothe beneficial owners receiving those Notes khou
review their terms and conditions, and in particuke restrictions on transfers of the Notes, eghfin the Note
certificates.

Trustee, London Paying Agent, Luxembourg Listing Agnt, Transfer Agents; Registrar

The Bank of New York Mellon, London Branch will seras the London paying agent and the Trustee will
serve as the transfer agent and registrar for #refii of the holders of Notes. The Republic, ragtfor the
exclusive benefit of the holders of the Notes, rabsp appoint, one or more paying agents in Lon@mgland for
the purpose of facilitating Ecuador's payment obanis due on the Notes. Ecuador may at any tirsikeuict the
Trustee to terminate the appointment of any pagigent and instruct the Trustee to appoint otheingaggents. So
long as any of the Notes remain outstanding, thral be maintained, at Ecuador's expense, (1)oindan,
England in an office or agency where the Notes bmyresented for payment, (2) in New York, New Yorkan
office or agency where the Notes may be presemtedxichange, transfer and registration of trans$eprovided in
the Indenturand, (3) in New York, New York in an office or aggrnwhere notices and demands in respect of the
Notes or the Indentureay be served. A paying agent will also be man&diin a Member State of the European
Union that is not obliged to deduct or withhold @mxsuant to European Council Directive 2003/48(t@ny other
European Council Directive implementing the conidns of the ECOFIN Council meeting of November 26-2
2002 on the taxation of savings income or any leplémenting or complying with, or introduced in erdo,
conform to such Directive. In addition, so longthe Notes are listed on the Luxembourg Stock Exghaand
trade on the Euro MTF, and the rules of such exghaso require, a paying agent and a transfer aginbe
maintained in Luxembourg. Ecuador will provide ipgt notice of the termination, appointment or clangthe
office of any paying agent, transfer agent or rtegisacting in connection with the Notes.

Notices

All notices to the holders of Notes will be pubksh at the expense of Ecuador, in the Wall Streetnal
of New York, New York, the Financial Times of LongdEngland, and, if and so long as the Notes atedion the
Luxembourg Stock Exchange (and, if applicable, éth@n the Euro MTF market of the Luxembourg Stock
Exchange), the Luxemburger Wort of Luxembourg.arfy of such newspapers shall cease to be published,
Trustee or upon consultation with Ecuador, will stithite for it another newspaper customarily puigis in New
York, London or Luxembourg, as the case may bebdtause of temporary suspension of publicatiogeneral
circulation of any newspaper or for any other re@asois impossible to make any publication of argtice in the
manner provided above, any other publication oewtiotice which is acceptable to the Trustee stwibtitute a
sufficient publication of such notice. Notices Mallso be published on the website of the Luxemgobitock
Exchange. Notices shall be deemed to have beem gin the date of publication or, if published dffedent dates,
on the date of the first such publication. Notieéisalso be delivered to holders at their registeaddresses or sent
in accordance with the clearing system's then epbplé procedures. Notices to holders of GlobaleSathall be
given in accordance with the Depositary procedures.

So long as a clearing system, or its nominee,g@gélyistered holder of a global note, each persoring a
beneficial interest in that global note must rely the procedures of that clearing system to recastices in
connection with the Notes. Each person owningreefigial interest in a global note who is not aedirparticipant
in a clearing system must rely on the procedurdgb@participant through which the person ownsnitsrest in the
global note to receive notices provided to the rafgasystem. Ecuador will consider mailed notioehive been
given three Business Days after it has been sent.
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Further Issues of Securities

Ecuador may, from time to time, without the consarthe holders of the Notes, create and issudiaddl
Notes with the same terms and conditions as thesNiatall respects (or in all respects exceptheramount of the
first interest payment and the issue price) so lasghe additional Notes are consolidated and fosingle series
with the outstanding Notes, provided that such timithl Notes do not have, for purposes of US fddieicome
taxation, a greater amount of original issue distdban the outstanding Notes have as of the datieedssue of
such additional Notes (regardless of whether amgens of such Notes are subject to US federal irctaration).

Submission to Arbitration

Any dispute, controversy or claim of any naturesiag out of, relating to or having any connectioithw
the Indenture, including any dispute as to thetewrise, validity, interpretation, performance, bteaermination or
consequences of the nullity of the Indenture (aspte") where the Republic is either a party, ctaitnrespondent
or otherwise is necessary thereto, will not berreféto a court of any jurisdiction and will instebe referred to and
finally resolved by arbitration under the Rulegtod LCIA ("LCIA Rules") as at present in force aedified by the
Indenture , which LCIA Rules are deemed to be ipocated by reference. In particular:

(@)

(b)

(©)
(d)

()

There will be three arbitrators.

(i)

(ii)

Each arbitrator will be an English or New York dfiatl lawyer of at least 15 years'
standing with experience in relation to internaéibbanking or capital markets disputes
At least one of those arbitrators will be a lawgaalified in New York.

If there are two parties to the Dispute, each pavily be entitled to nominate one
arbitrator. If there are multiple claimants andfoultiple respondents, all claimants
and/or all respondents shall attempt to agree tipein respective nomination(s) such that
the claimants shall together be entitled to noneirmate arbitrator and the respondents
will together be entitled to nominate one arbitrattf any such party or multiple parties
fail to nominate an arbitrator within thirty (30)ags from and including the date of
receipt of the relevant request for arbitration, abitrator will be appointed on their
behalf by the LCIA Court in accordance with the BQRules and applying the criteria at
clause (ii) above. In such circumstances, any iegigtomination or confirmation of the
arbitrator chosen by the party or parties on tieioside of the proposed arbitration will
be unaffected, and the remaining arbitrator(s) bl appointed in accordance with the
LCIA Rules.

The third arbitrator and chairman of the arbitrédunal will be appointed by the LCIA Court in
accordance with the LCIA Rules and applying théedia at clause (ii) above.

The seat, or legal place, of arbitration will bendon, England.

The language to be used in the arbitration shalEbglish. The arbitration provisions of the
Indenture shall be governed by English law.

Without prejudice to any other mode of servicewaéld by law, the Republic:

(i)

(ii)

will appoint each of Mr. Juan Rafael Arcos Tuitfagnsul and Mr. Mauricio Fabian
Dalgo Bernis, Vice Consul, of the Consulate Genarhlthe Republic, located at
Consulate General of Ecuador, 144-146 Kings CrosadR London, WC1X9DU,
England (each individually an "Interim Process Ajgrand

shall, no later than three months after the Closibate, irrevocably appoint CT
Corporation c/o Trident Company Services (UK) Ledit with its registered office at 7
Welbeck Street, London, W1G 9YE, London, England/anany other entity or person in
England and Wales acceptable to the Trustee (sutity ®r person so designated, the
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"Permanent Process Agent") to replace the Interiocdss Agents, and provide such
evidence of the appointment(s) as may be reasonatplyred by the Trustee,

in each case, as its agents under the Indentusefuice of process in relation to any proceedb®fere the English
courts in relation to any arbitration contemplalbgdhe Indenture and/or in relation to recognitisrenforcement.

The Permanent Process Agent will replace the mtéhiocess Agents on the date that the Trustedewotif
the Republic in writing that it has received suefdence of the appointment of the Permanent Pro&gssit as it
reasonably requires.

If any person appointed as an Interim Process AgeRermanent Process Agent under the Indenture is
unable for any reason so to act, the Republic mustediately (and in any event within ten (10) daf/she event
taking place) appoint another agent (a "Replacergant”) on terms acceptable to the Trustee.

The Republic agrees that failure by an Interim BsscAgent or, as applicable, a Permanent Processt Ag
or Replacement Agent, to notify the Republic of pinecess will not invalidate the proceedings conedr

Any Dispute where the Republic is not a party,rolant, respondent or otherwise is necessary thesdto,
be subject to the non-exclusive jurisdiction of awgw York state or United States federal courtirgjttin the
Borough of Manhattan, the City of New York, and @ppellate court from any thereof, in any actiompceeding
arising out of or relating to the Indenture (excaptions or proceedings arising under or in conopavith U.S.
federal and state securities laws), and the Trumteethe holders hereby irrevocably submit to guokdiction and
agree that all claims in respect of such Disputg tma heard and determined in such New York stat&roted
States federal court.

Sovereign Immunity

The execution and delivery of the Indenture byRiepublic constitutes, and the Republic's perforrearfc
and compliance with its obligations will constit@e act of commercial public credit as providedanttie laws of
the Republic. To the extent permitted by law, tlepbblic irrevocably and unconditionally agrees that

(a) the Republic submits to the jurisdiction of any &darian court and to any legal process in the
Republic's courts (other than attachment procesdm@r to recognition or enforcement of an
arbitral award), in connection with the enforcemehtan arbitral award obtained in accordance
with the Indenture, except with respect to the ImenWProperty, which shall be entitled to
immunity from enforcement in accordance with mandaprovisions of the laws of Ecuador;

(b) the Republic submits to the jurisdiction of any kautside the Republic and to any legal process,
orders or other measures in courts outside the Wiepuvhether through service or notice,
attachment in aid of execution, execution againsp@rty of any sort, actions in rem or the grant
of injunctions or specific performance, in conneatiwith the enforcement of an arbitral award
obtained in accordance with the Indenture;

(c) the Republic undertakes not to invoke any defemsthe basis of any kind of immunity, for itself
and/or its assets which do not constitute Immurop@ty in respect of any of the foregoing legal
actions or proceedings; and

(d) the Republic submits to the jurisdiction of the Estgcourts in connection with any proceeding
invoking the supervisory jurisdiction of those cmuin relation to an arbitration conducted
pursuant to the Indenture.

The levy of execution on assets of the Republibiwithe territory of the Republic shall be carr@d in
accordance with and under the laws of the Republic.
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The Republic irrevocably waives, to the fullestemttpermitted by law, any requirement or provisibn
law that requires the posting of a bond or otheusty as a condition to the institution, prosecntdr completion
of any action or proceeding.

An arbitral award obtained in accordance with thdehture will be conclusive and may be enforceahiyn
jurisdiction in accordance with the New York Contien or in any other manner provided for by law.

"Immune Property,” in accordance with the provisiofithe law of Ecuador, means:

€) any property which is used or designated for us¢hen performance of the functions of the
diplomatic mission of Ecuador or its consular ppsts

(b) aircraft, naval vessels and other property of atamyl character or used or designated for use in
the performance of military functions;

(c) property forming part of the cultural heritage afuador or part of its archives;

(d) unexploited natural non-renewable resources in @&mya

(e) funds managed in the national Treasury Account;

)] assets and resources comprising available monetseyves of Ecuador;

(9) public domain assets used for providing public ®ewin Ecuador; and

(h) national assets located in the territory of Ecuaamt belonging to the Republic, such as streets,

bridges, roads, squares, beaches, sea and latedanaer 4,500 meters above sea level.

"New York Convention" means the New York Conventamthe Recognition and Enforcement of Arbitral
Awards 1958.

Indemnity

The Republic will indemnify the holders of the Mstand pay the Trustee on demand for the benetiteof
holders of the Notes any attached amounts plusasgrued amounts to the date of payment at theestteate set
forth in the Notes in the event the Trustee or Rgyhgent fails (without negligence or willful miseduct) to pay
some or all of those amounts to the depositargffedit to the holders of the Notes because thasésfare attached
by one or more holders of Excluded Indebtedness puithe receipt of such funds by the depositaryezause any
Trustee or Paying Agent is otherwise restraineprevented from transferring the funds to the deposias a result
of legal action taken by one or more holders oflécked Indebtedness.
Transfer Restrictions

The Notes have not been and will not be registaneder the Securities Act, and will be subject to
restrictions on transferability and resale. Sealifer Restrictions".

Governing Law

The Notes and the Indenture will be governed byldies of the State of New York, except for thosetpa
concerning submissions to arbitration, which shalgoverned by English law.

Judgment Currency

U.S. dollars are the sole currency of account@adnent for all sums due and payable by Ecuadoerund
the Indenture and the Notes. If, for the purpdsebtaining judgment in any court, it is necessargonvert a sum

101



due hereunder in U.S. dollars into another curreicyador will agree, to the fullest extent thatytimay legally
and effectively do so, that the rate of exchangedushall be that at which in accordance with norbaaiking
procedures a person could purchase U.S. dollalsswith other currency in New York, New York, on Bugsiness
Day immediately preceding the day on which finalgment is given.

The obligation of Ecuador in respect of any sura thuany noteholder or the Trustee in U.S. dokduall,
to the extent permitted by applicable law, notwingling any judgment in a currency other than ddlars, be
discharged only to the extent that on the Busiisg following receipt of any sum adjudged to bedse in the
judgment currency such noteholder or Trustee magctordance with normal banking procedures purchhSe
dollars in the amount originally due to such persgth the judgment currency. If the amount of Udsllars so
purchased is less than the sum originally due tch sperson, Ecuador agrees, as a separate obligatidn
notwithstanding any such judgment, to indemnifytsperson against the resulting loss; and if theuarhof U.S.
dollars so purchased is greater than the sum atlgidue to such person, such person will, by attog@m Note, be
deemed to have agreed to repay such excess.

Certain Defined Terms
The following are certain definitions used in thetéé:

» "Business Day" means any day except a Saturdayl&uor other day on which commercial banks in Lando
the City of New York or Quito, Ecuador are requigdauthorized by law to be closed.

* "Ecuadorian Authorization" means any approval, atigation, permit, consent, exemption or licenseibrer

action of or by, and any notice to or filing witlany Governmental authority, agency, regulatory or

administrative body of Ecuador or of any Ecuadogatitical subdivision.
» "Excluded Indebtedness" means the following saxfesecurities issued by the Republic:

0] the 12 percent U.S. dollar Denominated Globahés due 2012; and

(ii) the U.S. dollar Denominated Step-up Global Bsnlue 2030.

» "External Indebtedness" means all Indebtednesser(dtan the Notes) that is not (i) issued pursuant
agreements or evidenced by instruments that exgreabmit the resolution of all disputes to the lasire
jurisdiction of the courts of Ecuador or (ii) gosed by Ecuadorian law.

* "Indebtedness" means for any person (a) all indetgtes of or guaranteed by such person for or inextion
with borrowed money, and (b) all obligations of guraranteed by such person (other than those sgrbdifi
clause (a) above) evidenced by debt securitieserdabes, notes or other similar instruments; predithat
Indebtedness shall not include commercial agreesnmaatthaving the commercial effect of a borrowing.

« "Lien" means any lien, pledge, mortgage, securitgrest, deed of trust, charge or other encumbranother
preferential arrangement having the practical ¢f¢constituting a security interest.

« "Majority" means greater than 50%.

» "Moadification"” means any maodification, amendmenipglement, request, demand, authorization, directio
notice, consent, waiver (other than a waiver oéaent of default that is waived by the majoritytioé holders
as set forth under "—Events of Default" above)otirer action provided by the Indenturethe terms and
conditions of the Notes.

* "Non-Reserved Matter" means any Modification oftmamn a Modification constituting a Reserved Matter.

* "Project Financing" means any financing of all aartpof the costs of the acquisition, construction o
development of any properties in connection witbraject if the person or persons providing suclariicing
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expressly agree to look to the properties finaraed the revenues to be generated by the operdtian mss
of or damage to, such properties as the principaicg of repayment for the moneys advanced.

« "Public Sector Instrumentality” means the CentrahB any department, ministry or agency of the Gavent
or any corporation, trust, financial institution ather entity owned or controlled by the Governmanany of
the foregoing.

* "Reserved Matter" means any Modification that vdoul

A. change the due date for the payment of the prihoip@r premium, if any) or any installment
of interest on the Notes;

B. reduce the principal amount of the Notes, the portdf such principal amount which is
payable upon acceleration of the maturity of theeNpthe interest rate on the Notes or the
premium payable upon redemption of the Notes;

C. change the coin or currency in which payment odresgt, premium or principal in respect of
the Notes is payable and the place where such paymest be made;

D. reduce the proportion of the principal amount & Motes the vote or consent of the holders of
which is necessary to make any Modification to @hwespect to the terms and conditions of
the debt securities of one or more series or thderiture, or change the definition of
"Outstanding" under the Notes;

E. change Ecuador's obligation to pay Additional Antswn the Notes;
F. change the governing law provision of the Notes;

G. change the arbitral forum to which the Republic kabmitted, the Republic's waiver of
immunity, the scope of the Republic's indemnities the Indenture or the Republic's
appointment of the interim process agent or thenpeent process agent without appointing a
substitute process agent in London, in respectidras or proceedings brought by any holder
based upon the Notes;

H. change the seniority of the Notes; or

I. authorize the Trustee, on behalf of all holdersextohange or substitute all their Notes for, or
convert all their Notes into, other obligationssecurities of Ecuador or any other person.

Registration and Book-Entry System

Ecuador may issue the Notes in whole or in pattiénform of one or more global notes, the ownersinig
transfer of which are recorded in computerized beoky accounts, eliminating the need for physinaement of
Notes. Ecuador refers to the intangible Notesasgmted by a global Note as "book-entry" Notes.

Ecuador will deposit any global Note it issues wite common depositary of the clearing system. The
global Note will be registered in the name of ttmmmee of the common depositary. Unless a glohatkeNs
exchanged for definitive Notes, discussed aboveeurid-Definitive Notes," it may not be transferreskcept
among the clearing system, its nominees or comnamositaries and their successors. Clearing systechsde
Euroclear and Clearstream in Europe.

Clearing systems process the clearance and setiterhbook-entry securities for their direct papents.

A "direct participant” is a bank or financial iristion that has an account with a clearing systeérhe clearing
systems act only on behalf of their direct paracifs, who in turn act on behalf of indirect papgants. An "indirect
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participant" is a bank or financial institution thgains access to a clearing system by clearingugir or
maintaining a relationship with a direct participan

Euroclear and Clearstream are connected to eaeh loyha direct link.

Ecuador, the Trustee and any Paying Agent willtttiea registered holder of a global note as thelabs
owner of the note for all purposes. The legal gdilons of Ecuador, the Trustee, and any agenbniyto the
registered owner of a global note, which will be ttelevant clearing system or the nominee of th@ngson
depositary. For example, once Ecuador arrangegdapments to be made to the registered holder,decuaill no
longer be liable for the amounts so paid on the.ndh addition, if you own a beneficial interestd global note,
you must rely on the procedures of the institutitm®ugh which you hold your interests in the niteluding
Euroclear, Clearstream, and their participant®xercise any of the rights granted to the holde¢hefnote. Under
existing industry practice, if you desire to takeyaaction that the holder of a note is entitledtake, then the
registered holder would authorize the clearingeaysparticipant through which you own your benefiai¢erest to
take the action, and the participant would themhegitauthorize you to take the action or act for ywuyour
instructions.
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SUBSCRIPTION AND SALE

Citigroup Global Markets Limited and Credit SuisSecurities (Europe) Limited are acting as Joint
Bookrunners of this offering. Subject to the teramsl conditions in the purchase agreement datedéateeof this
Offering Circular (the "Purchase Agreement"), tioéntl Bookrunners will agree to purchase severaibt, jointly,
and the Republic will agree to sell to the JoinbBminners, the respective principal amount of tltel set forth
opposite its name below.

Principal Amount

of Notes
Citigroup Global Markets LIMIted ... U.S.$ 1,000,000,000
Credit Suisse Securities (EUrope) LIMITE. . e eeeeeeiiiiiiieeeiiiiiiee e e eiiiie e e essiee e e e U.S.$ 1,000,000,000
B 1o - | TP U.S.$ 2,000,000,000

The Purchase Agreement provides that the obligatidrthe Joint Bookrunners to purchase the Notes ar
subject to approval of legal matters by counseltanother conditions. The Joint Bookrunners mustipase all the
Notes if they purchase any of the Notes.

The Republic has been advised that the Joint Bowlens propose to resell the Notes at the offerimzep
set forth on the cover page of this Offering Ciazuithin the United States to qualified institutéd buyers (as
defined in Rule 144A) in reliance on Rule 144A amdtside the United States in reliance on Regulddiosee
"Transfer Restrictions.” The price at which the &oare offered may be changed at any time withotiten

The Notes have not been and will not be registareter the Securities Act or any state securitiesdad
may not be offered or sold within the United Staieto, or for the account or benefit of, U.S. jpeis (as defined in
Regulation S) except in transactions exempt frormat subject to, the registration requirementshef Securities
Act. See "Transfer Restrictions."

Accordingly, the Joint Bookrunners have agreed, thatept as permitted by the Purchase Agreement and
set forth in "Transfer Restrictions," they will noffer or sell the Notes within the United Statesta or for the
account or benefit of, U.S. persons as part ofltkibution of the Notes.

In addition, until 40 days after the commencementhis offering, an offer or sale of Notes withinet
United States by a dealer that is not participatimthis offering may violate the registration r@gments of the
Securities Act if that offer or sale is made othiseathan in accordance with Rule [44A.

Although application has been made to list the Blade the Official List of the Luxembourg Stock
Exchange and to have the Notes trade on the Euré Mdrket, the listing does not assure that a tadiarket for
the Notes will develop. The Joint Bookrunners idtém make a secondary market for the Notes. Howehey are
not obligated to do so and may discontinue makisgandary market for the Notes at any time withmamtice. No
assurance can be given as to how liquid the tradiagket for the Notes will be. The Republic canassure you
that the prices at which the Notes will trade ia tharket after this offering will not be lower thiéme initial offering
price or that an active trading market for the Sotéll develop and continue after this offering.

The Republic estimates that its portion of theltetgpenses of this offering, including underwritdess,
will be U.S.$16,080,648.00.

In connection with the offering, the Joint Bookrensi may purchase and sell Notes in the open market.
Purchases and sales in the open market may inshuoi® sales, purchases to cover short positionsseailizing
purchases.

» Short sales involve secondary market sales bydimt Bookrunners of a greater number of Notes thay
are required to purchase in the offering.
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« Covering transactions involve purchases of Noteghm open market after the distribution has been
completed in order to cover short positions.

e Stabilizing transactions involve bids to purchaseted so long as the stabilizing bids do not excaed
specified maximum.

Purchases to cover short positions and stabilipingchases, as well as other purchases by the Joint
Bookrunners for their own respective accounts, haye the effect of preventing or retarding a deciim the
market price of the Notes. They may also causeptiee of the Notes to be higher than the price thatid
otherwise exist in the open market in the abseridbase transactions. The Joint Bookrunners maylecinthese
transactions in the over-the-counter market or rettse. If the Joint Bookrunners commence any ofs¢he
transactions, they may discontinue them at any.time

The Joint Bookrunners are full service financiadtitutions engaged in various activities, which may
include securities trading, commercial and investimbanking, financial advisory, investment manageine
principal investment, hedging, financing and bralggr activities. The Joint Bookrunners and theipeetve
affiliates have in the past performed commerciahkireg, investment banking and advisory services tfor
Republic from time to time for which they have riweel customary fees and reimbursement of expenstsnay,
from time to time, engage in transactions with gediorm services for the Republic in the ordinaoyrse of their
business for which they may receive customary &esreimbursement of expenses. In the ordinaryseoaf its
various business activities, the Joint Bookrunmaerd their respective affiliates may make or holt@ad array of
investments and actively trade debt and equity ritées (or related derivative securities) and fici@hinstruments
(which may include bank loans and/or credit defawaps) for their own accounts and for the accoohtheir
customers and may at any time hold long and shasitipns in such securities and instruments. Saghstment
and securities activities may involve the Republsgcurities and instruments.

The Republic has agreed to indemnify the Joint Boofers against certain liabilities, including llagkes
under the Securities Act, or to contribute to pagtaehat the Joint Bookrunners may be required a@genbecause
of any of those liabilities.

Selling Restrictions
United States of America
No registration under Securities Act

The Notes have not been and will not be registaretbr the Securities Act and may not be offeresiodat
within the United States except pursuant to an @tem from, or in a transaction not subject to, thgistration
requirements of the Securities Act and in compkamdgth any applicable state securities laws. Adtaly, the
Notes are being offered, sold or delivered onlg) dutside the United States in offshore transastio reliance on
Regulation S and (b) in the United States only tBQin connection with resales by the Joint Bookns, in
reliance on, and in compliance with, Rule 144A atidition, until 40 days after the commencemernhefoffering,
an offer or sale of any of the Notes within the tgdi States by any dealer (whether or not partitigain the
offering) may violate the registration requiremeoftshe Securities Act if the offer or sale is madieerwise than in
accordance with Rule 144A.

Canada

The distribution of the Notes in Canada is beirggdenonly on a private placement basis exempt fitwn t
requirement that the Republic prepare and file aspectus with the applicable securities regulatory
authorities. The Republic is not a reporting éssin any province or territory in Canada and it¢d¢ are not listed
on any stock exchange in Canada and there is ¢lyrmem public market for the Notes in Canada. Republic
currently has no intention of becoming a reportisguer in Canada, filing a prospectus with any stes
regulatory authority in Canada to qualify the resaf the Notes to the public, or listing its seti@s on any stock
exchange in Canada. Accordingly, to be made ioraence with securities laws, any resale of theeBlat Canada
must be made under available statutory exemptioms fregistration and prospectus requirements oretursd
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discretionary exemption granted by the applicabdmatiian securities regulatory authority. Canagiarchasers
are advised to seek legal advice prior to any eestithe Notes.

Each Canadian purchaser who purchases Notes oivadepplacement basis pursuant to this Canadian
offering circular will be deemed to have represdriteand agreed with the Republic and the JointkBomers that
such purchaser: (i) is entitled under applicableusges laws to purchase such Notes without theefie of a
prospectus qualified under such securities lawsis(resident in Canada; (iii) is not a U.S. perss defined in Rule
902 of Regulation S under the U.S. Securities Acl®83; (iv) is purchasing the Notes with the bénef the
prospectus exemption provided by Section 2.3 ofiddat Instrument 45-106 — Prospectus and Registrati
Exemptions ("NI 45-106") (that is, such purchaseam "accredited investor" within the meaning of48t106 and
is either purchasing Notes as principal for its aeaount, or is deemed to be purchasing the Natgsiacipal for
its own account in accordance with applicable sgeardaws); (v) if not an individual, the purchaseas not created
or used solely to purchase or hold Notes as aredited investor under NI 45-106; (vi) is a perntttgient within
the meaning of National Instrument 31-103 — Regigin Requirements, Exemptions and Ongoing Registra
Obligations; and (vii) if required by applicablecseities laws or stock exchange rules, the purchadeexecute,
deliver and file or assist the Republic in obtagnand filing such reports, undertakings and otle&udhents relating
to the purchase of the Notes by the purchaser gsbeaequired by any securities commission, stoahange or
other regulatory authority.

United Kingdom
Each Joint Bookrunner has represented, warramegreed that:

(a) Financial promotion: it has only communicated or caused to be comeat®d and will only communicate
or cause to be communicated any invitation or ieduent to engage in investment activity (within the
meaning of section 21 of the Financial Services tattkets Act 2000 (the "FSMA") received by it in
connection with the issue or sale of any Notesiricumstances in which section 21(1) of the FSMAgoe
not apply to the Republic; and

(b) General compliance: it has complied and will comply with all appllda provisions of the FSMA with
respect to anything done by it in relation to aroté$ in, from or otherwise involving the United dom.

Republic of Italy

The offering of the Notes has not been registerigid the Commissione Nazionale per le Societaldisa
("CONSOB") pursuant to Italian securities legisiati Each Joint Bookrunner represents and agre¢sitly offer,
sale or delivery of the Notes or distribution opezs of this Offering Circular or any other docursgiating to the
Notes in the Republic of Italy will be effectedancordance with all Italian securities, tax andhaxge control and
other applicable laws and regulations.

Any such offer, sale or delivery of the Notes @tribution of copies of this Offering Circular any other
document relating to the Notes in the Republidalyimust be:

€) made by an investment firm, bank or financideimediary permitted to conduct such activitiegha
Republic of Italy in accordance with Legislativeddee No. 58 of 24 February 1998, CONSOB Regulation
No. 16190 of 29 October 2007 and Legislative Deddee 385 of 1 September 1993 (in each case as
amended from time to time); and

(b) in compliance with any other applicable laws @agulations or requirement imposed by CONSOBmyr a
other Italian authority.

Switzerland

The Notes may not be publicly offered, sold or extiged, directly or indirectly, in, into or from
Switzerland, as such term is used under the Swigke @f Obligations, and will not be listed on thiX Swiss
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Exchange or on any other exchange or regulateéhgddcility in Switzerland. Neither this Offerin@ircular nor
any other offering or marketing material relatingthe Notes constitutes an Offering Circular ashsterm is
understood pursuant to article 652a or article 1dbthe Swiss Code of Obligations or a listing @fig Circular
within the meaning of the listing rules of the SBWiss Exchange or any other regulated trading ifiadih
Switzerland and neither this Offering Circular aoiy other offering or marketing material relatiogtie Notes may
be publicly distributed or otherwise made publielailable in Switzerland, as such term is used utite Swiss
Code of Obligations.

Singapore

This Offering Circular has not been registeredansOffering Circular with the Monetary Authority of
Singapore under the Securities and Futures Act, & of Singapore (the "SFA") and accordingly, Naes may
not be offered or sold, nor may the Notes be tlhgesti of an invitation for subscription or purchaser may this
Offering Circular or any other document or material connection with the offer or sale, or invitatidor
subscription or purchase of the Notes be circulatedistributed, whether directly or indirectly, &my person in
Singapore other than (a) to an institutional ingegas defined in Section 4A of the SFA) pursuarbéction 274 of
the SFA, (b) to a relevant person (as defined ttiGe 275(2) of the SFA) pursuant to Section 27%5flthe SFA, or
any person pursuant to an offer referred to iniBe@75(1A) of the SFA, and in accordance with toaditions
specified in Section 275 of the SFA or (c) otheeapairsuant to, and in accordance with the conditafhany other
applicable provision of the SFA.

Where the Notes are acquired by persons who ¢eearg persons specified in Section 276 of the SFA,
namely:

(a) a corporation (which is not an accredited itmegas defined in Section 4A of the SFA)) the dmlsiness
of which is to hold investments and the entire shaapital of which is owned by one or more indiwti,
each of whom is an accredited investor; or

(b) a trust (where the trustee is not an accrediteestor) whose sole purpose is to hold investmantl each
beneficiary of the trust is an individual who isaatredited investor; or

(c) the shares, debentures and units of sharedebyehtures of that corporation or the beneficiarights and
interest (howsoever described) in that trust shatllbe transferred within 6 months after that comgon or
that trust has acquired the Notes pursuant to fen ofade under Section 275 of the SFA except:

(1) to an institutional investor (under Section 2¥4the SFA) or to a relevant person as defined in
Section 275(2) of the SFA, or any person pursuardrt offer that is made on terms that such
shares, debentures and units of shares and deeemtiuthat corporation or such rights or interest
in that trust are acquired at a consideration éfless than $200,000 (or its equivalent in a fareig
currency) for each transaction, whether such amautd be paid for in cash or by exchange of
securities or other assets and further for corpmrat in accordance with the conditions specified
in Section 275(1A) of the SFA;

(2) where no consideration is or will be given floe transfer;

3) where the transfer is by operation of law; or

(4) as specified in Section 276(7) of the SFA.

Hong Kong

Each Joint Bookrunner has represented and agreed th

(1) it has not offered or sold and will not offer gell in Hong Kong, by means of any document, Bioyes

other than (a) to "professional investors" as aefiin the Securities and Futures Ordinance (Cap) 6f7
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Hong Kong ("SFQO") and any rules made under the i@mite; or (b) in other circumstances which do not
result in the document being an "Offering Circulas' defined in the Companies Ordinance (Cap. 32) of
Hong Kong or which do not constitute an offer te thublic within the meaning of that Ordinance; and

(2) it has not issued or had in its possessionttier purposes of issue, and will not issue or hawvés
possession for the purposes of issue, whether imgH@ng or elsewhere, any advertisement, invitation
document relating to the Notes, which is directedbathe contents of which are likely to be acedssr
ready by, the public of Hong Kong (except if petadtto do so under the securities laws of Hong Kong
other than with respect to Notes which are or atended to be disposed of only to persons outsiiegH
Kong or only to "professional investors" as defimedhe SFO and any rules made under that Ordinance

Japan

The Notes have not been and will not be registerater the Financial Instruments and Exchange Law o
Japan (Law No. 25 of 1948, as amended) and, acaydieach Dealer has undertaken that it will nié¢roor sell
any Notes directly or indirectly, in Japan or tofar the benefit of, any Japanese Person or terstfor re-offering
or resale, directly or indirectly, in Japan or toyalapanese Person except under circumstances whigksult in
compliance with all applicable laws, regulationsl guidelines promulgated by the relevant Japanesergmental
and regulatory authorities and in effect at thewvaht time. For the purposes of this paragrappddese Person”
shall mean any person resident in Japan, incluaitygcorporation or other entity organised underdkes of Japan.

United Arab Emirates (excluding the Dubai International Financial Centre)

Each Joint Bookrunner has represented and aghe¢dhie Notes have not been and will not be offered
sold or publicly promoted or advertised by it iretbnited Arab Emirates other than in compliancenhwaity laws
applicable in the United Arab Emirates governing igsue, offering and sale of securities.

Each Joint Bookrunner has acknowledged that thernmdtion contained in this Offering Circular doest n
constitute a public offer of securities in the dditArab Emirates in accordance with the Comme€@hpanies
Law (Federal Law 8 of 1984 (as amended)) or otherwind is not intended to be a public offer andrifeemation
contained in this Offering Circular is not intendedlead to the conclusion of any contract of whet®r nature
within the territory of the United Arab Emirates.

Dubai International Financial Centre

Each Joint Bookrunner has represented and agnaed has not offered and will not offer the Notesany
person in the Dubai International Financial Centniess such offer is:

€) an "Exempt Offer" in accordance with the OfterBecurities Rules of the Dubai Financial Services
Authority (the "DFSA"); and

(b) made only to persons who meet the ProfessiBhaht criteria set out in Rule 2.3.2 of the DFSAnMduct
of Business Module.

Qatar

Each Joint Bookrunner has represented and agheg¢dtthas not offered, sold or delivered and wit
offer, sell, or deliver, directly or indirectly, giNotes in Qatar, except: (a) in compliance withapplicable laws
and regulations of Qatar; and (b) through persem®porate entities authorized and licensed teigeinvestment
advice and/or engage in brokerage activity andéatet in respect of foreign securities in Qatar.

This Offering Circular has not been reviewed opraped by or registered with the Qatar Exchange, th
Qatar Central Bank or the Qatar Financial MarketghArity. This Offering Circular is strictly prita and
confidential and may not be reproduced or usedafgr other purpose, nor provided to any person dtiean the
recipient thereof.
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Chile

Neither the Republic nor the Notes are registénethe Securities RegistryRegistro de Valordsor the
Foreign Securities RegistriRégistro de Valores Extranjerpef the Chilean Securities and Insurance Commissio
(Superintendencia de Valores y Seguros de LloleSVS, or is subject to the control and supsovi of the SVS.
As unregistered securities, the Republic is notiireg to disclose public information about the Noite Chile. The
Notes may not be publicly offered in Chile unldssytare registered in the corresponding securiigistry.

This Offering Circular and other offering matesiaklating to the offer of the Notes do not constita
public offer of, or an invitation to subscribe for purchase, the Notes in the Republic of Chiléeptthan to
individually identified purchasers pursuant to aate offering within the meaning of Article 4 dfie¢ Chilean
Securities Market Actley de Mercado de Valoregan offer that is not addressed to the publitaege or to a
certain sector or specific group of the public).

General

No action has been taken by the Republic or anth@floint Bookrunners that would, or is intended t
permit a public offer of the Notes in any countnjurisdiction where any such action for that pugpds required.

Accordingly, each Joint Bookrunner has undertatken it will not, directly or indirectly offer oredl any
Notes or distribute or publish any offering ciraul¢éhis Offering Circular, form of application, aghitisement or
other document or information in any country origdiction except under circumstances that willthte best of its
knowledge and belief, result in compliance with applicable laws and regulations and all offers aaltks of
Notes by it will be made on the same terms.
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BOOK-ENTRY SETTLEMENT AND CLEARANCE
Global Notes

The Notes will initially be issued in the formtwio registered notes in global form (which Ecuadders
to in this Offering Circular as "Global Notes"),thout interest coupons, as follows:

* Notes sold to qualified institutional buyers iniaace on Rule 144A under the Securities Act will be
represented by one or more Global Notes (which #muaefers to in this Offering Circular as the
"Restricted Global Notes"); and

* Notes sold in offshore transactions to non-U.Ss@es in reliance on Regulation S will be represgénte
by one or more Global Notes (which Ecuador refergtthis Offering Circular as the "Regulation S
Global Notes").

Upon issuance, the Global Notes will be depositéith whe common depositary and registered in the
nominee name of the common depositary for Euro@aedrClearstream.

Ownership of beneficial interests in each Globaté\will be limited to persons who either have actsu
with Euroclear (which Ecuador refers to in this éiiig Circular as the "Euroclear participants")p@rsons who
have accounts wih Clearstream (which Ecuador refeis this Offering Circular as the "Clearstreaartipants")
or to persons who hold interests through Eurogbeaticipants or Clearstream participants. The Répexpects
that under procedures established by Euroclear:

» upon deposit of each Global Note with the commopodéary, Euroclear or Clearstream will credit
portions of the principal amount of the Global Nétethe accounts of the Euroclear or Clearstream
participants designated by the Joint Bookrunnerd; a

« ownership of beneficial interests in each Globate\will be shown on, and transfer of ownership of
those interests will be effected only through, rdsamaintained by Euroclear (with respect to irgtre
of Euroclear participants) or Clearstream (withpesg to interests of Clearstream participants)taed
records of Euroclear or Clearstream participanigh(respect to other owners of beneficial interésts
each Global Note).

Investors may hold their interests in the Regufaio Global Note directly through Euroclear or
Clearstream, Luxembourg, if they are participamtghose systems, or indirectly through organizatitimat are
participants in those systems. Investors may afsd their interests in the Regulation S Global Néieough
organizations other than Euroclear or Clearstrdamembourg that are Euroclear participants. ThakBaf New
York Mellon, London Branch will act as the commaepdsitary for the interests in the Regulation Sh@ldNote.

Beneficial interests in the Global Notes may notdxehanged for Notes in physical certificated form
except in the limited circumstances described below

Each Global Note and beneficial interests in eatdb&@ Note will be subject to restrictions on triansas
described under "Transfer Restrictions."

Exchanges between the Global Notes
Beneficial interests in one Global Note may gergraé exchanged for interests in another GlobaleNot
Depending on whether the transfer is being madagwr after the 40-day restricted period, and tociv Global

Note the transfer is being made, the Issuer ort&eusiay require the seller to provide certain emittertifications
in the form provided in the Indenture (as definedDescription of the Notes").
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A beneficial interest in a Global Note that is starred to a person who takes delivery through haerot
Global Note will, upon transfer, become subjectatty transfer restrictions and other proceduresicgige to
beneficial interests in the other Global Note.

Book-Entry Procedures for the Global Notes

All interests in the Global Notes will be subjeot the operations and procedures of Euroclear dnd, i
applicable, Clearstream, Luxembourg. The Republavides the following summaries of those operatiansl
procedures solely for the convenience of investble operations and procedures of each settlenysigrs are
controlled by that settlement system and may bagdth at any time. None of the Republic, the Trysteg agent
or the Joint Bookrunners are responsible for tlogsations or procedures.

Euroclear was created to hold securities for itsigipants and to facilitate the clearance andese#nt of
securities transactions between its participantsuth electronic book-entry changes to the accowftsts
participants. Euroclear's participants include gées brokers and dealers, including the Joint IBaoners; banks
and trust companies; clearing corporations; aneérotinganizations. Indirect access to Euroclearssesy is also
available to others such as banks, brokers, deafetdrust companies; these indirect participalgarchrough or
maintain a custodial relationship with a Euroclearticipant, either directly or indirectly. Invessowho are not
Euroclear participants may beneficially own sedesitheld by or on behalf of Euroclear only througtroclear
participants or indirect participants in Euroclear.

So long as the depositary is the registered owhar@®@lobal Note, that depositary will be considketke
sole owner or holder of the Notes represented by @lobal Note for all purposes under the IndentHEpeept as
provided below, owners of beneficial interests i@labal Note:

« will not be entitled to have Notes representedhegyGlobal Note registered in their names;
« will not receive or be entitled to receive physjaartificated notes; and

e will not be considered the owners or holders of Mmtes under the Indenture for any purpose,
including with respect to the giving of any dir@ctj instruction or approval to the Trustee under th
Indenture.

As a result, each investor who owns a beneficigrést in a Global Note must rely on the procedoffes
Euroclear to exercise any rights of a holder ofdsainder the Indenture (and, if the investor isenparticipant or
an indirect participant in Euroclear, on the praged of the Euroclear participant through whichithestor owns
its interest in the Notes).

Payments of principal and interest with respec¢htoNotes represented by a Global Note will be niade
the Trustee to the common depositary as the regdsteolder of the Global Note. Neither the Repubiiz the
Trustee will have any responsibility or liabilitprf the payment of amounts to owners of beneficitdrests in a
Global Note, for any aspect of the records relatongr payments made on account of those intebgstsuroclear,
or for maintaining, supervising or reviewing angaeds of Euroclear relating to those interests.

Payments by participants and indirect participant&uroclear to the owners of beneficial interdata
Global Note will be governed by standing instrusi@nd customary industry practice and will bertdsponsibility
of those participants or indirect participants &nuoloclear.

Transfers between participants in Euroclear will éfgected under Euroclear's procedures and will be

settled in same-day funds. Transfers between paatits in Clearstream, Luxembourg will be effeciadthe
ordinary way under the rules and operating procesiof those systems.
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Cross-market transfers between Euroclear partitspam the one hand, and participants in Cleanstrea
Luxembourg, on the other hand, will be effectechimitEuroclear through the Euroclear participant tre acting
as depositaries for Clearstream, Luxembourg. Tdvelelor receive an interest in a Global Note hatdai
Clearstream, Luxembourg account, an investor mersll $ransfer instructions to Clearstream, Luxemboas the
case may be, under the rules and procedures ofyetgm and within the established deadlines dfgystem. If the
transaction meets its settlement requirements,r&team, Luxembourg, as the case may be, will gestductions
to its Euroclear depositary to take action to effewl settlement by delivering or receiving irdgsts in the relevant
Global Notes in Euroclear, and making or receivipgyment under normal procedures for same-day funds
settlement applicable to Euroclear. Clearstreamrembourg participants may not deliver instructidirectly to the
Euroclear depositaries that are acting for Cleaastr, Luxembourg.

Euroclear and Clearstream, Luxembourg have agredtiet above procedures to facilitate transfers of
interests in the Global Notes among participantthose settlement systems. However, the settlesystéms are
not obligated to perform these procedures and nenpodtinue or change these procedures at any himigher the
Republic nor the Trustee nor any paying agent lale any responsibility for the performance by,d€lear or
Clearstream, Luxembourg or their participants dairict participants of their obligations under thdes and
procedures governing their operations.

Certificated Notes

Notes in physical, certificated form will be issuethd delivered to each person that Euroclear or
Clearstream identifies as a beneficial owner ofréiated Notes only if:

» the depositary notifies the Republic at any time this unwilling or unable to continue as depasit
for the Global Notes and a successor depositargtisppointed within 90 days;

e Euroclear or Clearstream ceases to be registereal @earing agency under the U.S. Securities
Exchange Act of 1934 and a successor depositamgtiappointed within 90 days; or

» the Trustee receives a notice from the registedden of the Global Note requesting exchange of a

specified amount for individual note certificateslldwing a failure to pay at maturity or upon
acceleration of any Note.
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TRANSFER RESTRICTIONS

The Notes are subject to the following restrictiams transfer. By purchasing Notes, each prospective
investor will be deemed to have made the follonaegnowledgments, representations to and agreemditshe
Republic and the Joint Bookrunners:

Q) Each prospective investor acknowledges that:

» the Notes have not been registered under the Siesufict or any other securities laws and
are being offered for resale in transactions tleabak require registration under the Securities
Act or any other securities laws; and

* unless so registered, the Notes may not be offed,or otherwise transferred except under
an exemption from, or in a transaction not subjectthe registration requirements of the
Securities Act or any other applicable securitesd, and in each case in compliance with the
conditions for transfer set forth in paragraphtb@jow.

(2 Each prospective investor represents that iitoisan affiliate (as defined in Rule 144 under the
Securities Act) of the Republic, that it is notiagton the Republic's behalf and that either:

e itis a qualified institutional buyer (as definedRule 144A) and is purchasing Notes for its
own account or for the account of another qualifresfitutional buyer, and it is aware that the
Joint Bookrunners are selling the Notes to it ifareee on Rule 144A,; or

* itis nota U.S. person (as defined in Regulatiam8er the Securities Act) or purchasing for
the account or benefit of a U.S. person, other thaistributor, and it is purchasing Notes in
an offshore transaction in accordance with Reguiad.

) Each prospective investor acknowledges thaheeithe Republic nor the Joint Bookrunners nor
any person representing the Republic or the JogtkBinners has made any representation to suclpgminge
investor with respect to the Republic or the offgriof the Notes, other than the information corgditn this
Offering Circular. Each prospective investor repres that it is relying only on this Offering Citauin making its
investment decision with respect to the Notes. Eaadspective investor agrees that it has had adoessich
information concerning the Republic and the Notestdas deemed necessary in connection with itsside to
purchase Notes, including an opportunity to askstioes of and request information from the Republic

4) Each prospective investor represents thatpuishasing Notes for its own account, or for one o
more investor accounts for which it is acting d&laciary or agent, in each case not with a viewotofor offer or
sale in connection with, any distribution of thetdloin violation of the Securities Act, subjecttty requirement of
law that the disposition of its property or the pedy of that investor account or accounts be latraks within its
or their control and subject to its or their alyilib resell the Notes pursuant to Rule 144A or ather available
exemption from the registration requirements of 8exurities Act. Each prospective investor agraest own
behalf and on behalf of any investor account foicWht is purchasing Notes, and each subsequegiehalf the
Notes by its acceptance of the Notes will agrea, timtil the end of the applicable resale resticiperiod pursuant
to Regulation S or Rule 144, the Notes may be effesold or otherwise transferred only:

€)) to the Republic;

(b) under a registration statement that has beelamdel effective under the Securities Act;

(c) for so long as the Notes are eligible for resahder Rule 144A, to a person whom the seller
reasonably believes is a qualified institutionaldruthat is purchasing for its own account or foe account of

another qualified institutional buyer and to whanhas given notice that the transfer is being niadeliance on
Rule 144A,;
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(d) pursuant to Regulation S; or

(e) under any other available exemption from thgisteation requirements of the Securities Act;
subject in each of the above cases to any requienfelaw that the disposition of the seller's prdp or the
property of an investor account or accounts bdl &ihges within the seller or such account's cohtro

Each prospective investor also acknowledges that:

» the Republic and the Trustee reserve the righetire, in connection with any offer, sale or other
transfer of Notes before the applicable resaleriotisin period ends pursuant to Regulation S or
Rule 144 under clauses (d) and (e) above, theatgligf an opinion of counsel, certifications and/or
other information satisfactory to the Republic &imel Trustee;

* Notes (other than those issued outside the Unitate$ pursuant to Regulation S) will, until the
expiration of one year from the original issuanegedof the Notes (or such other date as specified i
Rule 144 or as specified in another applicable gtem under the Securities Act), unless otherwise
agreed by us and the holder thereof, bear a leggpstantially to the following effect:

THIS NOTE (OR ITS PREDECESSOR) WAS ORIGINALLY ISSDHN A TRANSACTION NOT SUBJECT

TO THE REGISTRATION REQUIREMENTS OF THE U.S. SECURES ACT OF 1933, AS AMENDED (THE
"SECURITIES ACT"), AND THIS NOTE MAY NOT BE OFFEREDSOLD OR OTHERWISE TRANSFERRED
IN THE ABSENCE OF REGISTRATION OR AN APPLICABLE EX¥PTION THEREFROM. EACH

PURCHASER OF THIS NOTE IS HEREBY NOTIFIED THAT THBELLER OF THIS NOTE MAY BE

RELYING ON THE EXEMPTION FROM THE PROVISIONS OF SE®ON 5 OF THE SECURITIES ACT
PROVIDED BY RULE 144A THEREUNDER.

THE HOLDER OF THIS NOTE AGREES FOR THE BENEFIT ORE ISSUER THAT (A) THIS NOTE MAY
BE OFFERED, RESOLD, PLEDGED OR OTHERWISE TRANSFERRBNLY () TO THE ISSUER OF THIS
NOTE, (Il) IN THE UNITED STATES TO A PERSON WHOM TEISELLER REASONABLY BELIEVES IS A
QUALIFIED INSTITUTIONAL BUYER (AS DEFINED IN RULE #4A UNDER THE SECURITIES ACT) IN A
TRANSACTION MEETING THE REQUIREMENTS OF RULE 144A4lll) OUTSIDE THE UNITED STATES
IN AN OFFSHORE TRANSACTION IN ACCORDANCE WITH RULE03 AND RULE 904 UNDER THE
SECURITIES ACT, (IV) PURSUANT TO AN EXEMPTION FROMREGISTRATION UNDER THE
SECURITIES ACT PROVIDED BY RULE 144 THEREUNDER (MVAILABLE) OR (V) PURSUANT TO AN
EFFECTIVE REGISTRATION STATEMENT UNDER THE SECURIES ACT, IN EACH OF CASES (Il)
THROUGH (V) IN ACCORDANCE WITH ANY APPLICABLE SECURTIES LAWS OF ANY STATE OF THE
UNITED STATES, AND (B) THE HOLDER WILL, AND EACH SBSEQUENT HOLDER IS REQUIRED TO,
NOTIFY ANY PURCHASER OF THIS NOTE FROM IT OF THE BRLE RESTRICTIONS REFERRED TO IN
(A) ABOVE.

BY ACCEPTANCE OF THIS NOTE BEARING THE ABOVE LEGENDWHETHER UPON ORIGINAL
ISSUANCE OR SUBSEQUENT TRANSFER, EACH HOLDER OF BINOTE ACKNOWLEDGES THE
RESTRICTIONS ON THE TRANSFER OF THESE NOTES SET HBRABOVE AND AGREES THAT IT
SHALL TRANSFER THIS NOTE ONLY AS PROVIDED HEREIN AN IN THE INDENTURE.

THE FOREGOING LEGEND MAY BE REMOVED FROM THIS NOTEON SATISFACTION OF THE
CONDITIONS SPECIFIED IN THE INDENTURE.

* Notes issued outside the United States pursuaRetulation S will, unless otherwise agreed by us
and the holder thereof, bear a legend substant@blye following effect:

THIS NOTE HAS NOT BEEN AND WILL NOT BE REGISTEREDNDER THE U.S. SECURITIES ACT OF
1933, AS AMENDED (THE "SECURITIES ACT"), OR WITH AW SECURITIES REGULATORY

AUTHORITY IN ANY JURISDICTION AND, ACCORDINGLY, MAY NOT BE OFFERED OR SOLD WITHIN
THE UNITED STATES OR TO, OR FOR THE ACCOUNT OR BERHE OF, U.S. PERSONS EXCEPT IN
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ACCORDANCE WITH THE INDENTURE AND PURSUANT TO AN EEMPTION FROM REGISTRATION
UNDER THE SECURITIES ACT OR PURSUANT TO AN EFFECTHVREGISTRATION STATEMENT
UNDER THE SECURITIES ACT.

Each prospective investor acknowledges that theuBlEp the Trustee, any agent, the Joint Bookrusiner
and others will rely upon the truth and accuracythef above acknowledgments, representations arekiagnts.
Each prospective investor agrees that if any of #leknowledgments, representations or agreements suc
prospective investor is deemed to have made hyuitshase of Notes is no longer accurate, it witinpptly notify
the Republic and the Joint Bookrunners. If any peasive investor is purchasing any Notes as a i@lyor agent
for one or more investor accounts, such prospedtivestor represents that it has sole investmesareliion with
respect to each of those accounts and that itutlggdwer to make the above acknowledgments, reptasons and
agreements on behalf of each account.
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TAXATION
Ecuador Taxation

The following is a general discussion of Ecuadote considerations. The discussion is based upen t
tax laws of Ecuador as in effect on the date of thffering Circular, which are subject to changespective
investors should consult their own tax adviserdwéispect to Ecuadorian tax consequences of tiestiment. This
summary does not discuss the effects of any teediat may be entered into by, or be effective witdpect to,
Ecuador.

All payments of principal and interest for the Notdfered for sale pursuant to this Offering Ciezudnd
accepted by the Republic, and any gains made loydehfrom such sale, will be exempt from any E@réath
income tax, including withholding tax, if the hotde a foreign holder, i.e.:

e The holder is an individual and is not residenth@ Republic for tax purposes; or

e The holder is a non-Ecuadorian entity that doeshotd the Notes through a permanent establishment
or fixed base in the Republic.

There are no Ecuadorian stamp, registration ofdairtdxes payable by a foreign holder in connectiith
offers or sales of Notes pursuant to this Offe@igular.

United States Federal Income Taxation
UNITED STATES TREASURY CIRCULAR 230 NOTICE

ANY U.S. FEDERAL TAXATION DISCUSSION IN THIS OFFERI NG CIRCULAR WAS NOT
INTENDED OR WRITTEN TO BE USED, AND CANNOT BE USED, BY ANY TAXPAYER FOR
PURPOSES OF AVOIDING U.S. FEDERAL TAX PENALTIES THA T MAY BE IMPOSED ON THE
TAXPAYER. ANY SUCH TAX DISCUSSION WAS WRITTEN IN CO NNECTION WITH THE
PROMOTION OR MARKETING OF THE NOTES TO BE ISSUED OR SOLD PURSUANT TO THIS
OFFERING CIRCULAR. EACH TAXPAYER SHOULD SEEK ADVICE BASED ON THE TAXPAYER'S
PARTICULAR CIRCUMSTANCES FROM AN INDEPENDENT TAX AD VISER.

Generally

The following summary of certain material U.S. femléncome tax consequences to original purchasfers
the Notes of the purchase, ownership and dispos@fathe Notes is based upon existing U.S. feda@me tax
laws, which are subject to change, possibly withoetive effect. No assurances can be given tytchanges in
these laws or authorities will not affect the aeoyr of the discussions set forth in this summahe Republic has
not sought any ruling from the U.S. Internal Reve®ervice (the "IRS") with respect to the statemenade and
the conclusions reached in this discussion, andetban be no assurance that the IRS will agree alitbf such
statements and conclusions.

This summary does not purport to discuss all aspeict).S. federal income taxation that may be v
to a particular investor in light of that investoihdividual circumstances, such as investors wiasetional
currency is not the U.S. dollar or certain typesnakestors subject to special tax rulesg( financial institutions,
insurance companies, dealers in securities or iocigs, certain securities traders, regulated imvest companies,
pension plans, tax-exempt organizations and invedtolding Notes as a position in a "straddle,"n@rsion
transaction," or "constructive sale" transactidn)addition, this summary does not discuss any dd; state, or
local tax considerations. This summary only apptiesnvestors that hold Notes as “"capital assegghérally,
property held for investment) within the meaningtibé U.S. Internal Revenue Code of 1986, as amefitied
"Code").
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For purposes of this summary, the term "U.S. Hdldeeans a beneficial owner of a Note who is an
individual who is a citizen or resident of the WmitStates, a corporation (including an entity gdats a corporation
for U.S. federal income tax purposes) created gamized in or under the laws of the United Stedey, state of the
United States or the District of Columbia, an estahose income is subject to U.S. federal incorredgardless of
its source or a trust if a court within the Unitthtes is able to exercise primary supervision tdweadministration
of the trust and one or more "United States perSass defined for U.S. federal income tax purposesie the
authority to control all substantial decisions loé trust or the trust was in existence on Augustl®96 and has in
effect a valid election to be treated as a UnitedeS person. If a partnership (or other entitgted as a partnership
for U.S. federal income tax purposes) holds theeblothe tax treatment of a partner in such patinsill
generally depend upon the status of the partnetttandctivities of the partnership. As used hertfia,term "non-
U.S. Holder" means a beneficial owner of a Noté ihvaot a U.S. Holder for U.S. federal income paxposes.

Prospective purchasers of Notes should consult thebwn tax advisors concerning the U.S. federal
income tax consequences of the purchase, ownerskapd disposition of Notes in light of their particulr
circumstances, as well as the effect of any relevastate, local, foreign or other tax laws.

U.S. Holders
Payments of Interest and Additional Amounts

Ecuador expects, and the remainder of this summssymes, that the Notes will be issued at par ar at
discount that is de minimis for U.S. federal incota@ purposes. Accordinglypayments of interest on a Note
generally will be taxable to a U.S. Holder as oasijninterest income at the time they are receivedazrued,
depending on the U.S. Holder's regular method fatacounting. In addition to interest on a Note&).&. Holder
will be required to include any tax withheld frotretinterest payment as ordinary interest incomen ¢lrough such
holder did not in fact receive it, and any AddigAmounts paid in respect of such tax withheld.

Interest (and any Additional Amounts) on the Notéls constitute income from sources outside thetEihi
States. Under the foreign tax credit rules, therast generally will be classified as "passiveegaty income" (or,
in certain cases, as "general category income"ichwimay be relevant in computing the foreign taeditr allowable
to a U.S. Holder under the U.S. federal incomdasws.

Sale, Exchange, Retirement or Other Taxable Dispdgin of a Note

A U.S. Holder generally will recognize gain or lagson the sale, exchange, retirement or other taxab
disposition of a Note (including payments as a Itesfian acceleration) in an amount equal to thiéedince
between the amount realized upon that sale, exehaetirement or other taxable disposition (ottemtamounts
representing accrued and unpaid interest, which bl taxed as such to the extent not previoushuded in
income) and the U.S. Holder's adjusted tax basthérNote. The amount realized is the sum of césé the fair
market value of any property received upon the, saehange, retirement or other taxable disposibioa Note. A
U.S. Holder's adjusted tax basis in a Note genevdll equal the U.S. Holder's initial investmentthe Note. Gain
or loss generally will be capital, and will be letegm gain or loss if the Note is held for morerttame year. The
ability of a U.S. Holder to offset capital lossegamst ordinary income is limited. Any capital gain loss
recognized on the sale, exchange, retirement ar ddxable disposition of a Note generally will treated as
income or loss from sources within the United Stdter foreign tax credit limitation purposes. THere, U.S.
Holders may not be able to claim a credit for arpdtiorian tax imposed upon a disposition of a Notess
(subject to special limits) such holder has othepime from foreign sources and certain other reguénts are met.

Medicare Tax

A U.S. Holder that is an individual or estate, drust that does not fall into a special classra$ts that is
exempt from such tax, will be subject to a 3.8%daxhe lesser of (i) the U.S. Holder's "net inu@stt income" (or,
in the case of an estate or trust, the "undisteithutet investment income")for the relevant taxalelar and (ii) the
excess of the U.S. Holder's modified adjusted ginassme for the taxable year over a certain thrigsfwhich in
the case of individuals will be between U.S.$126,08nd U.S.$250,000, depending on the individual's
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circumstances). A U.S. Holder's net investment imea@enerally will include its interest income atglnet gains
from the disposition of a Note, unless such intene@some or net gains are derived in the ordinayrse of the
conduct of a trade or business (other than a wadh@isiness that consists of certain passive dimgaactivities).

Information with Respect to Foreign Financial Assets

Owners of "specified foreign financial assets" wathaggregate value in excess of U.S.$50,000 olaghe
day of the taxable year, or U.S.$75,000 at any tdueng the taxable year generally will be requitedfile
information reports with respect to such asseth tieir U.S. federal income tax returns. Dependindghe holder's
circumstances, higher threshold amounts may ap@pecified foreign financial assets" include angaficial
accounts maintained by foreign financial institnipas well as any of the following, but only iEthare not held in
accounts maintained by certain financial institngo (i) stocks and securities issued by non-U.Ssqgres,
(ii) financial instruments and contracts held fowéstment that have non-U.S. issuers or countéepaetnd
(iii) interests in non-U.S. entities. The Notes nimytreated as specified foreign financial assets\&S. Holders
may be subject to this information reporting regimRailure to file information reports may subjecSUHolders to
penalties. U.S. Holders should consult their ownaevisors regarding their obligation to file infoation reports
with respect to the Notes.

Non-U.S. Holders
Payments of I nterest and Additional Amounts

Subject to the discussion below of backup withhaidipayments of interest and any Additional Amounts

on the Notes generally are not subject to U.S.riddecome tax, including withholding tax, if paid a "non-U.S.
Holder," as defined above, unless the interesffectvely connected with such non-U.S. Holder'sicact of a
trade or business within the United States (andpnifincome tax treaty applies, the interest ishaitable to a
permanent establishment or fixed place of businegisitained by such non-U.S. Holder within the Udhittates).
In that case, the non-U.S. Holder generally willdodject to U.S. federal income tax in respecturhsinterest in
the same manner as a U.S. Holder, as describeccaBomon-U.S. Holder that is a corporation maycertain
circumstances, also be subject to an additionaritdr profits tax" in respect of any such effecgvebnnected
interest income currently imposed at a 30% rateifattributable to a permanent establishment taaied by such
non-U.S. Holder within the United States, a lowsterunder an applicable tax treaty).

Sale, Exchange, Retirement or Other Taxable Disposition of a Note

Subject to the discussion below of backup withhddia non-U.S. Holder generally will not be subject
U.S. federal income or withholding tax on any gadalized on the sale, exchange, retirement or dtvaable
disposition of a Note unless: (1) the gain is difety connected with the conduct by such non-WHSlder of a
trade or business within the United States (aanifncome tax treaty applies, the gain is attriblgtdo a permanent
establishment or fixed base in the United Stats]2) such non-U.S. Holder is a nonresident ailigividual, who
is present in the United States for 183 or moresdiayhe taxable year of the disposition and ceréner conditions
are met. Non-U.S. Holders who are described untlealfove generally will be subject to U.S. fedénabme tax
on such gain in the same manner as a U.S. Holdkrifathe non-U.S. Holder is a foreign corporatisanch holder
may also be subject to the branch profits tax acrilzed above. Non-U.S. Holders described underaf@ve
generally will be subject to a flat 30% tax on ti@n derived from the sale, exchange, retiremermtloer taxable
disposition of Notes, which may be offset by certdiS. capital losses (notwithstanding the fact sueh holder is
not considered a U.S. resident for U.S. federadnme tax purposes). Any amount attributable to sttt unpaid
interest on the Notes generally will be treatethisn same manner as payments of interest, as desaiiove under
"—Payments of Interest and Additional Amounts."

Backup Withholding and Information Reporting
In general, information reporting requirements \aitiply to payments of principal of and interest ang

Additional Amounts on the Notes to non-corporat8&.\Holders if such payments are made within theddnStates
or by or through a custodian or nominee that i&)&" Controlled Person," as defined below. Backithhelding
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will apply to such payments if a U.S. Holder faitsprovide an accurate taxpayer identification namdr, in the
case of interest payments and the accrual of istiefials to certify that it is not subject to bagkwithholding or is
notified by the IRS that it has failed to report iaterest and dividends required to be shown erlUitS. federal
income tax returns.

Non-U.S. Holders are generally exempt from thegéhalding and reporting requirements (assuming that

the gain or income is otherwise exempt from U.8efal income tax), but such non-U.S. Holders mayepgired

to comply with certification and identification predures in order to prove their exemption. If a-bb8. Holder
holds a Note through a foreign partnership, thesgfication procedures would generally be applieguch holder

as a partner. The payment of proceeds of a saledamption of Notes effected at the U.S. officeadbroker
generally will be subject to the information refiogt and backup withholding rules, unless such nd®-WHolder
establishes an exemption. In addition, the inforomateporting rules will apply to payments of preds of a sale or
redemption effected at a non-U.S. office of a brakat is a U.S. Controlled Person, as definedwelmless the
broker has documentary evidence that the holdebemeficial owner is not a U.S. Holder (and has otua
knowledge or reason to know to the contrary) orttbleler or beneficial owner otherwise establishesxemption.

As used herein, the term "U.S. Controlled Persoeams:
* a"United States person;"
» acontrolled foreign corporation for U.S. federaiome tax purposes;

* anon-U.S. person 50% or more of whose gross indsmerived for tax purposes from the conduct of
a U.S. trade or business for a specified three{yedod; or

* anon-U.S. partnership in which United States perdmwld more than 50% of the income or capital
interests or which is engaged in the conduct of% ttade or business.

Backup withholding is not an additional tax. Any @mts withheld under the backup withholding rules
from a payment to a holder of a Note generally wél allowed as a refund or a credit against theldra U.S.
federal income tax liability as long as the holdesvides the required information to the IRS irnaely manner.

EU Savings Directive

Under EC Council Directive 2003/48/EC on the tesatbf savings income (the "Savings Directive"),
Member States are required to provide to the taxaaiies of another Member State details of payimen interest
(or similar income) paid (or deemed to be paid)alyerson within its jurisdiction to an individuasident in that
other Member State or to certain limited types wnfitg established in that other Member State. Hawetor a
transitional period, Luxembourg and Austria aredad required (unless during that period they eddloerwise,
which Luxembourg has done with effect from 1 Japu015) to operate a withholding system in relatiorsuch
payments (the ending of such transitional periosidpeependent upon the conclusion of certain oHygeements
relating to information exchange with certain otle@untries). A number of non-EU countries and ternies
including Switzerland have adopted similar meas(aesithholding system in the case of Switzerland).

The European Commission has proposed certain anwridno the Directive, which may, if implemented,
amend or broaden the scope of the requirementibdedcabove. Investors who are in any doubt aked position
should consult their professional advisors.
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VALIDITY OF THE NOTES

The validity of the Notes will be passed upon omdle of the Republic by th€oordinador General
Juridico of the Ministry of Finance of the Republic, Ecuadarcounsel to the Republic, and by Hogan Lovelts U
LLP, U.S. counsel to the Republic. The validitytioedé Notes will be passed upon on behalf of thet Bamkrunners
by Pérez Bustamante & Ponce, Ecuadorian coungkétdoint Bookrunners, and by Clifford Chance USLU.S.
counsel to the Joint Bookrunners. As to all matr&cuadorian law, Hogan Lovells US LLP will rebn the
opinion of theCoordinador General Juridicof the Ministry of Finance of the Republic, andffolid Chance US
LLP will rely upon the opinion of Pérez Bustama&t®once.

In connection with the issuance of the Notes Atterney General will issue a "Pronouncement” ilatien
to each of the Indenture, the Purchase AgreemehttenNotes which will constitute the required awiations for
the Ministry of Finance to be able to agree to ltaes of the State of New York as the governing lafwthe
Indenture, the Purchase Agreement and the Notegelhas the submission to arbitration provisioesaut therein.

Local counsel to the Joint Bookrunners has confitrtteat the provision of the legal opinion from the
Coordinador General Juridicaf the Ministry of Finance and the Pronouncemenfuilly compliant from an
Ecuadorean law perspective.
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GENERAL INFORMATION

1. The Regulation S Global Note and the RestriGémbal Note will be accepted for clearance and
settlement through Euroclear and Clearstream, Liemy. The common codes for the Regulation S Glblmdé
and the Restricted Global Note are 108033070 ar®D3®118, respectively, and the International Sé&easri
Identification Numbers for the Regulation S Globlite and the Restricted Global Note are XS1080330t
XS1080331181, respectively.

2. The Republic has obtained all necessary consagmpsovals and authorizations in the Republic of
Ecuador in connection with the issue and perforraasfcthe Notes. The issue of the Notes was autbdi®y the
Republic's Debt and Finance Committee under AcsoRéva No. 009 dated June 5, 2014 and Acta Régalio.
011 dated June 17, 2014.

3. The Republic is involved in certain litigatiomda administrative arbitration proceedings. See
"Legal Proceedings."

4, On September 13, 2012, Moody's Investors Servipgraded the Republic's long-term
Government bond ratings from "Caa2" to "Caal" veithstable outlook." On August 6, 2013, Standar@dor's
Ratings Services upgraded the Republic's foreigg-term issuer rating from "B-" to "B" with a "paisie outlook."
On October 18, 2013, the Republic's long-term issigfault rating by Fitch Ratings was upgraded frtBd' to
"B," with "stable outlook".

Ratings are not a recommendation to purchase, drofell securities and may be changed, suspended or
withdrawn at any time. The Republic's current mggiand the rating outlooks currently assigned ¢oRbpublic are
dependent upon economic conditions and other faciffiecting credit risk that are outside the cdntbthe
Republic. Any adverse change in the Republic'sitratings could adversely affect the trading pricethe Notes.
Each rating should be evaluated independently @fothers. Detailed explanations of the ratings imaybtained
from the rating agencies.

5. Application has been made to list the Notes lom ©fficial List of the Luxembourg Stock
Exchange and to have the Notes admitted to traafinigpe Euro MTF Market. So long as any of the Nateslisted
on the Luxembourg Stock Exchange, the Republicmdintain a paying agent and transfer agent in mbaurg.

6. Copies of the following documents may be obwinfree of charge, on any business day
(Saturdays, Sundays and public holidays excepteithezoffice of the Paying Agent in Luxembourg sad as any
of the Notes are listed on the Luxembourg Stockharge:

(a) the Indenture incorporating the forms of GldWates;

(b) this Offering Circular;

(c) copies of the 2008 Constitution, and the Llegige Decrees of the Republic referred to in
paragraph 2 above (in Spanish); and

(d) copies of the Republic's consolidated pubdictar fiscal accounts for the last calendar year (a
and when available in English).

7. Other than as disclosed herein, there has beematerial adverse change in the financial
condition of the Republic which is material in tt@ntext of the issue of the Notes since Decembg2@13.

8. Save as disclosed in "Legal Proceedings,” tepuBlic is not involved in any litigation or
arbitration proceeding relating to claims or amasumhich are material in the context of the issu¢ghefNotes nor,
as far as the Republic is aware, is any litigapending or threatened.
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ISSUER

Republic of Ecuador
Ministry of Finance
Ave. 10 de Agosto 1661 y Jorge Washington
Quito, Ecuador

JOINT BOOKRUNNERS

Citigroup Global Markets Limited Credit Suisse Securities (Europe) Limited
Citigroup Centre One Cabot Square
33 Canada Square London E14 4QJ
Canary Wharf United Kingdom

London E14 5LB
United Kingdom

LEGAL ADVISORS TO THE REPUBLIC OF ECUADOR

As to United States Law As to Ecuadorian Law
Hogan Lovells US LLP Coordinacion General Juridica
875 Third Ave. Ministerio de Finanzas
New York, New York 10022 Av. 10 de Agosto 1661 y J. Washington
United States Quito, Ecuador

LEGAL ADVISORS TO THE JOINT BOOKRUNNERS

As to United States Law As to Ecuadorian Law
Clifford Chance US LLP Pérez Bustamante & Ponce
31 W. 527 st. Av. Republica del Salvador No.1082
New York, NY 10019 Quito, Ecuador

United States

TRUSTEE AND REGISTRAR

The Bank of New York Mellon

101 Barclay Street, Floor 7E

New York, New York 10286
Attention: Corporate Trust — Global Americas

LONDON PAYING AGENT

The Bank of New York Mellon, London Branch
One Canada Square, 40th Floor
London E14 5AL
United Kingdom

LUXEMBOURG TRANSFER, LISTING, AND PAYING AGENT

The Bank of New York Mellon (Luxembourg) S.A.
Vertigo Building — Polaris
2-4 rue Eugéne Ruppert
L-2453
Luxembourg



You should rely only on the information
contained in this document or to which
Ecuador has referred you. Ecuador has
not authorized anyone to provide you
with information that is different. This
document may only be used where it is
legal to sell these securities. The
information in this document may only
be accurate on the date of this
document.

The Republic of Ecuador

U.S.$2,000,000,000
7.95% Notes due June 20, 2024

Citigroup Credit Suisse

Offering Circular

June 17, 2014



