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The Republic of Ecuador

U.S8.8670,359,000 8.750% Notes due 2023
U.S5.8677,870,000 9,650 Notes due 2026

The Republic of Ecuador (the “Republic” or “Ecuador”) and The Bank of New York Mellon, as trustee (the “Trustee”) have entered into (i)
the indenture dated June 2, 2017, as amended and supplemented on December 28, 2018, with respect to the 2023 Notes (as defined below)
(the “2023 Indenture”), and (ii) the indenture dated December 13, 2016, as amended and supplemented on December 28, 2018, with respect
to the 2026 Notes (as defined below) (the “2026 Indenture”, and together with the 2023 Indenture, the “Indentures”). Pursuant to the
respective Indentures, the Republic has issued (i) an initial U.S.$1,000,000,000, an additional U.S.$187,000,000 and an additional
U.S.$688,268,000 of its 8.750% Notes due 2023 (together, the “2023 Notes”) and (i) an initial U.S.$750,000,000, an additional
U.S.$1,000,000,000 and an additional U.S.$ 41,000,000 of its 9.650% Notes due 2026 (together, the “2026 Notes”, and together with the
2023 Notes, the “Original Notes”).

The Republic is issuing (i) an additional U.S.$610,359,000 aggregate principal amount of its 8.750% 2023 Notes (the “Additional 2023
Notes™), and (ii) an additional U.S.$611,870,000 aggregate principal amount of its 9.650% Notes due 2026 (the “Additional 2026 Notes”, and
together with the Additional 2023 Notes, the “Additional Notes”). The Additional Notes will be additional notes issued under each
respective Indenture. Each series of Additional Notes will have identical terms and conditions as its respective series of Original Notes, other
than issue date and issue price, and each will be consolidated and form a single series with their respective series of Original Notes (the
Additional Notes and the Original Notes, together the “Notes”). Each series of Additional Notes will vote together as a single class with its
respective series of Original Notes. Upon issuance of the Additional Notes, the aggregate principal amount of (i) 2023 Notes will be
U.S.$2,485,627,000, and (ii) 2026 Notes will be U.S.$2,402,870,000.

This Offering Circular Supplement (the “Supplement”) is supplemental to and should be read in conjunction with (i) the Offering Circular
dated May 30, 2017, and its supplements dated October 11, 2017 and May 29, 2019, with respect to the 2023 Notes (the “2023 Offering
Circular”), and (ii) the Offering Circular dated December 13, 2016, and its supplements dated January 13, 2017 and October 11, 2017, with
respect to the 2026 Notes (the “2026 Offering Circular”, and together with the 2023 Offering Circular, the “Offering Circulars”), attached as
Appendix A and Appendix B, respectively, to this Supplement. Terms defined in the Offering Circulars shall have the same meaning in this
Supplement. With effect from the date of this Supplement, the information appearing in the Offering Circulars shall be amended and/or
supplemented in the manner described in this Supplement.

There is currently no public market for the Additional Notes. Application has been made to list the Additional Notes on the Official List of
the Luxembourg Stock Exchange and to have the Additional Notes admitted to trading on the Euro MTF Market. This Supplement, together
with the Offering Circulars, constitutes a prospectus for the purpose of the Luxembourg Law dated July 16, 2019 on prospectuses for
securities, as amended. The Additional Notes are and will be issued in registered form and, in limited circumstances, definitive form in
minimum denominations of U.S.$200,000 and integral multiples of U.S.$1,000 in excess thereof.

See “Risk Factors” section of this Supplement regarding certain risk factors you should consider before investing in the Additional
Notes.

Additional 2023 Notes Price: 107.291% plus accrued interest from June 2, 2019 to but excluding August 6, 2019
Additional 2026 Notes Price: 107.026% plus accrued interest from June 13, 2019 to but excluding August 6, 2019

Delivery of the Additional Notes was made on or about August 6, 2019.

The Additional Notes have not been and will not be registered under the Securities Act of 1933, as amended (the ‘‘Securities Act”).
The Additional Notes may not be sold within the United States or to U.S. persons except to qualified institutional buyers in reliance
on the exemption from registration provided by Rule 144A under the Securities Act and may be offered and sold to certain persons
in offshore transactions in reliance on Regulation S under the Securities Act (‘‘Regulation S’). There are no Additional Notes being
offered and sold in the United States or to U.S. persons.

The Additional Notes will be represented by one or more permanent global notes in fully registered form without interest coupons, deposited
with a common depositary for Euroclear Bank S.A./N.V. (“Euroclear”) and Clearstream Banking, société anonyme (“Clearstream”).
Beneficial interests of Euroclear participants in the global notes will be shown on, and transfers thereof between Euroclear participants will
be effected only through, records maintained by Euroclear and its direct and indirect participants, including Clearstream.

ANY OFFER OR SALE OF NOTES IN ANY MEMBER STATE OF THE EUROPEAN ECONOMIC AREA (THE “EEA”) THAT HAS
IMPLEMENTED PROSPECTUS REGULATION (EU) 2017/1129 (THE “PROSPECTUS REGULATION”) MUST BE ADDRESSED TO
QUALIFIED INVESTORS (AS DEFINED IN THE PROSPECTUS REGULATION).

The date of this Supplement is August 9, 2019.
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IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN
EXAMINATION OF THE REPUBLIC OF ECUADOR AND THE TERMS OF THE OFFERING,
INCLUDING THE MERITS AND THE RISKS INVOLVED.

Investors should rely only on the information contained in the Offering Circulars and this
Supplement or to which the Republic of Ecuador has referred them. Ecuador has not authorized anyone to
provide information that is different from the information contained in the Offering Circulars and this
Supplement. This Supplement and the Offering Circulars may only be used where it is legal to sell these
Additional Notes. The information in this Supplement may only be accurate on the date of this Supplement.

This Supplement may only be used for the purposes for which it has been published.
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The Additional Notes will be general, direct, unsecured, unsubordinated and unconditional obligations of
Ecuador, will be backed by the full faith and credit of Ecuador and will rank equally in terms of priority with
Ecuador’s External Indebtedness (other than Excluded Indebtedness), as defined in “Description of the Notes” in
each Offering Circular, provided that such ranking is in terms of priority only and does not require that Ecuador
make ratable payments on the Additional Notes with payments made on its other External Indebtedness.

The Additional Notes will be issued in registered form only. Additional Notes sold in offshore transactions
in reliance on Regulation S under the Securities Act (“Regulation S”) will be represented by one or more permanent
global notes in fully registered form without interest coupons (the “Regulation S Global Note”) and Additional
Notes sold in the United States, if any, to qualified institutional buyers (each a “qualified institutional buyer”) as
defined in, and in reliance on, Rule 144A under the Securities Act (“Rule 144A”) will be represented by one or more
permanent global notes in fully registered form without interest coupons (the “Restricted Global Note” and, together
with the Regulation S Global Note, the “Global Notes”), in each case deposited with a common depositary for, and
registered in the nominee name of a common depositary for Euroclear for the respective accounts at Euroclear as
such subscribers may direct. Beneficial interests of Euroclear participants (as defined under “Book-Entry Settlement
and Clearance” in each Offering Circular) in the Global Notes will be shown on, and transfers thereof between
Euroclear participants will be effected only through, records maintained by Euroclear and its direct and indirect
participants, including Clearstream. Except as described herein, definitive Additional Notes will not be issued in
exchange for beneficial interests in the Global Notes in each relevant Offering Circular.

The Republic has taken reasonable care to ensure that the information contained in this Supplement is true
and correct in all material respects and not misleading as of the date hereof, and that, to the best of the knowledge
and belief of the Republic, there has been no omission of information which, in the context of the issue of the
Additional Notes, would make this Supplement as a whole or any information included in this Supplement,
misleading in any material respect. The Republic accepts responsibility accordingly.

This Supplement does not constitute an offer by, or an invitation by or on behalf of, the Republic to
subscribe to or purchase any of the Additional Notes. Each recipient will be deemed to have made its own
investigation and appraisal of the financial condition of the Republic. The distribution of this Supplement or any
part of it and the offering, possession, sale and delivery of the Additional Notes in certain jurisdictions may be
restricted by law. Persons into whose possession this Supplement comes are required by the Republic to inform
themselves about and to observe any such restrictions. See “Transfer Restrictions” in each Offering Circular for a
description of further restrictions on the offer, sale and delivery of Additional Notes, the distribution of this
Supplement, and other offering material relating to the Additional Notes.

Each purchaser of the Additional Notes sold outside the United States in reliance on Regulation S will be
deemed to have represented that it is not purchasing the Additional Notes with a view to distribution thereof in the
United States. With respect to the offer and sale of the Additional Notes by the Republic, no Additional Notes will
be offered and sold in the United States or to U.S. persons.



THE ADDITIONAL NOTES OFFERING

The following summary does not purport to be complete and is qualified in its entirety by, and is subject to,
the detailed information appearing elsewhere in this Supplement and in the attached Offering Circulars, in
particular in the sections entitled the “Offering” and “Description of the Notes” in each attached Offering Circular.
Each series of Additional Notes will have identical terms and conditions as its respective series of Original Notes,
other than the issue date and issue price as described below.

Issuer: The Republic of Ecuador.

Additional Notes Issue Amount:  Additional 2023 Notes: U.S.$610,359,000. Upon issuance of the
Additional 2023 Notes, the aggregate principal amount of the 2023 Notes
will be U.S.$2,485,627,000.

Additional 2026 Notes: U.S.$611,870,000. Upon issuance of the
Additional 2026 Notes, the aggregate principal amount of the 2026 Notes
will be U.S.$2,402,870,000.

Securities Offered: U.S5.$610,359,000 principal amount of 8.750% notes due 2023.
Consolidated with and forming a single series, from and including the
Issue Date, with the 2023 Notes issued originally on June 2, 2017 and
reopened on October 16, 2017, and on May 29, 2019, in the aggregate
principal amount of U.S.$1,875,268,000.

U.S.$611,870,000 principal amount of 9.650% notes due 2026.
Consolidated with and forming a single series, from and including the
Issue Date, with the 2026 Notes originally issued on December 13, 2016,
and reopened on January 13, 2017 and on October 16, 2017, in the
aggregate principal amount of U.S.$1,791,000,000.

Issue Format: Rule 144A/Regulation S; however, with respect to the offer and sale of the
Additional Notes by the Republic, no Additional Notes will be offered and
sold in the United States or to U.S. persons.

Issue Price: For the Additional 2023 Notes, 107.291% plus accrued interest from June
2, 2019 to but excluding August 6, 2019, which equals U.S.$15.555556
per U.S.$1,000 principal amount of 2023 Notes for a total of
U.S.$1,088.465556.

For the Additional 2026 Notes, 107.026% plus accrued interest from June
13, 2019 to but excluding August 6, 2019, which equals U.S.$14.206944

per U.S.$1,000 principal amount of Notes for a total of
U.S.$1,084.466944.

Issue Date: August 6, 2019.

Maturity Date: 2023 Notes: June 2, 2023.
2026 Notes: December 13, 2026.



Interest:

Interest Payment Dates:

Form:

Denominations:

Ranking:

Use of Proceeds:

Trustee, Registrar and Transfer
Agent:

2023 Notes: 8.750% per annum, computed on the basis of a 360-day year
of twelve 30-day months.

2026 Notes: 9.650% per annum, computed on the basis of a 360-day year
of twelve 30-day months.

2023 Notes: Each June 2 and December 2, commencing on December 2,
2019.

2026 Notes: Each June 13 and December 13, commencing on December
13, 2019.

The Additional Notes will be represented in the form of global notes,
without coupons, registered in the nominee name of the common
depositary for Euroclear and Clearstream for the accounts of its
participants. Additional Notes in definitive certificated form will not be
issued in exchange for the global notes except under limited
circumstances.

The Republic will issue the Additional Notes only in denominations of
U.S.$200,000 and integral multiples of U.S.$1,000 in excess thereof.

The Additional Notes will be general, direct, unsecured, unsubordinated
and unconditional obligations of Ecuador, will be backed by the full faith
and credit of Ecuador and will rank equally in terms of priority with
Ecuador’s External Indebtedness (other than Excluded Indebtedness),
provided, that, such ranking is in terms of priority only and does not
require that Ecuador make ratable payments on the Additional Notes with
payments made on its other External Indebtedness.

The Additional Notes are being issued for the purpose of a substitution
with CS Reopened Notes in accordance with the provisions of the October
2018 CS-Ecuador Repurchase Transaction (defined in this Supplement), as
further described in “Use of Proceeds” on page 22 of this Supplement and
“The Republic of Ecuador—Public Debt—-CS Repo Transaction” on page
176 of this Supplement.

The Bank of New York Mellon.

London Paying Agent and Account The Bank of New York Mellon, London Branch.

Bank:

Luxembourg Listing Agent and
Luxembourg Paying Agent:

The Bank of New York Mellon SA/NV, Luxembourg Branch.



Governing Law:

Further Issues:

The Additional Notes will be governed by the laws of the State of New
York, except for the terms concerning submissions to arbitration which
will be governed by English law.

The Republic may, from time to time, without the consent of the holders
of the Additional Notes, create and issue additional notes having the same
terms and conditions as the Additional Notes in all respects (or in all
respects except for the amount of the first interest payment and the issue
price) provided that:

(a) the notes are consolidated and form a single series with
the outstanding Notes, and

(b) such additional notes do not have, for purposes of U.S.
federal income taxation, a greater amount of original
issue discount than the outstanding Additional Notes
have as of the date of the issue of such additional notes
(regardless of whether any holders of such Notes are
subject to U.S. federal income taxation).



RISK FACTORS

This section describes certain risks associated with investing in the Additional Notes. Investors should
consult their financial and legal advisors about the risk of investing in the Additional Notes. Ecuador disclaims any
responsibility for advising investors on these matters.

Risk Factors Relating to the Additional Notes

There may be no active trading market for the Additional Notes, or the trading market for the Additional
Notes may be volatile and may be adversely affected by many factors.

The Additional Notes did not have any established trading market when issued, and there can be no
assurance that an active trading market for the Additional Notes will develop, or, if one does develop, that it will be
maintained. If an active trading market for the Additional Notes does not develop or is not maintained, investors
may not be able to sell their Additional Notes easily or at prices that will provide them with a yield comparable to
similar investments that have a developed secondary market, and the market or trading price and liquidity of the
Additional Notes may be adversely affected. Even if a trading market for the Additional Notes develops, the
Additional Notes may trade at a discount to their initial offering price, depending upon prevailing interest rates, the
market for similar securities, general economic conditions, and the financial condition of Ecuador. Although
application has been made to list the Additional Notes on the Official List of the Luxembourg Stock Exchange, and
to have the Additional Notes admitted to trading on the Euro MTF Market, there can be no assurance that such
application will be accepted or that an active trading market will develop. Illiquidity may have a material adverse
effect on the market value of the Additional Notes.

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

Application has been made to list the Additional Notes on the Official List of the Luxembourg Stock
Exchange and to have the Additional Notes admitted to trading on the Euro MTF Market. No assurance can be
given as to the liquidity of the trading market for the Additional Notes. The price at which the Additional Notes will
trade in the secondary market is uncertain.

The Additional Notes contain provisions that allow the payment terms to be amended without the consent of
all holders.

The Additional Notes contain provisions, commonly known as “collective action clauses,” regarding
acceleration of the applicable series of Notes and voting on future amendments, modifications and waivers to the
terms and conditions of such Notes. Under these provisions, which are described in the sections entitled
“Description of the Notes—Events of Default” and “Description of the Notes—Modifications—Collective Action”
in the Offering Circulars, Ecuador may: (a) amend the payment provisions of the Notes and certain other reserved
matters with the consent of the holders of 75% of the aggregate amount of the outstanding Notes and other non-
reserved matters with the consent of the holders of 66 %% of the aggregate amount of the outstanding Notes; (b) make
reserved matter modifications affecting two or more series of debt securities with the consent of (x) holders of at
least 66%% of the aggregate principal amount of the outstanding debt securities of all series that would be affected
by that reserved matter modification (taken in aggregate) and (y) holders of more than 50% of the aggregate
principal amount of the outstanding debt securities of each affected series (taken individually); or (c) make reserved
matter modifications affecting two or more series of debt securities with the consent of holders of at least 75% of the
aggregate principal amount of the outstanding debt securities of all affected series (taken in aggregate), provided that
the Uniformly Applicable condition is satisfied.

Recent federal court decisions in the United States create uncertainty regarding the meaning of ranking
provisions and could potentially reduce or hinder the ability of sovereign issuers to restructure their public sector
debt.



In litigation in federal courts in New York captioned NML Capital, Ltd. v. Republic of Argentina, the U.S.
Court of Appeals for the Second Circuit ruled on August 23, 2013 that the ranking clause (which included ratable
payment language) in certain defaulted notes issued by Argentina, prevents Argentina from making payments in
respect of new performing notes that it issued in exchange for the defaulted notes in a restructuring in which a
certain minority of holders elected not to participate, unless it makes pro rata payments in respect of the defaulted
notes that rank pari passu with new notes. The defaulted notes in this case did not contain the “collective action
clauses” referred to in the preceding risk factor. While the U.S. Court of Appeals for the Second Circuit’s decision
was narrowly tailored to the facts of the case, including the conduct of Argentina and the specific wording of the
pari passu clause in the defaulted notes, the implication from this case is that it may be more difficult for sovereign
debtors to restructure their debts.

On February 18, 2014, the Republic of Argentina filed a petition in the U.S. Supreme Court seeking review
of the Second Circuit’s August 2013 ruling. On June 16, 2014, the U.S. Supreme Court denied the Republic of
Argentina’s petition for review, thereby letting stand the Second Circuit’s August 2013 ruling. On July 22, 2014,
the U.S. District Court for the Southern District of New York enforced the ruling and barred the international trustee
from making a U.S.$539 million payment to bondholders of the new performing notes that Argentina issued in
exchange for the defaulted notes. On the same date, the U.S. District Court ordered Argentina to undergo
continuous mediation and settlement talks with holders of the defaulted notes.

On June 16, 2014, the U.S. Supreme Court issued an opinion in a related case, ruling that the Republic of
Argentina is not immune from complying with a judgment creditor’s discovery demands seeking information about
its assets outside the United States. On August 11, 2014, the U.S. District Court for Nevada granted NML Capital,
Ltd’s motion to compel discovery of information regarding Argentine assets in the United States.

On February 25, 2015, the U.S. District Court for the Southern District of New York ordered Deutsche
Bank and JPMorgan Chase and Co. to deliver the documents relevant to Argentina’s planned new issuance of dollar-
denominated debt to the court and NML Capital, Ltd.

On December 10, 2015, Mauricio Macri became the new president of Argentina. Under his administration,
Argentina negotiated and reached settlements with a group of holdout creditors for U.S.$1.35 billion on February 2,
2016, and a group of six other holdout creditors for U.S.$1.1 billion on February 18, 2016. On February 19, 2016,
the U.S. District Court lifted its ban on payments to creditors on the condition that Argentina repeal two laws
enacted for the purpose of blocking agreements with holdout creditors and agree to pay remaining holdouts by a
certain date. Argentina’s congress repealed the two laws on March 31, 2016. The U.S. Court of Appeals for the
Second Circuit voted to confirm the lifting of the ban on April 13, 2016. Argentina proceeded with a sale of
U.S.$16.5 billion in sovereign bonds on April 19, 2016.

On December 22, 2016, the U.S. District Court for the Southern District of New York issued an opinion
dismissing claims by certain institutional investors that had not participated in the February 2016 settlements,
rejecting their claims based upon the breach of the pari passu clause and any claims that accrued outside of the six-
year statute of limitations. In this new decision, the U.S. District Court held that Argentina’s payments to creditors
who participated in the settlement were not a violation of the rights of the non-settling investors. The U.S. District
Court also found that even if the pari passu clause had been breached, monetary damages would be barred as
duplicative of the damages from failure to pay, and an injunction would be granted only in extraordinary
circumstances. The December 22, 2016 decision by the U.S. District Court appears to limit the application of the
prior rulings in the litigation relating to the defaulted notes, although it is difficult to predict what impact, if any, the
December 22, 2016 decision will have on sovereign issuers such as Ecuador.

Despite the above recent developments and settlement agreements between the Republic of Argentina and
its creditors, Ecuador cannot predict what impact, if any, the above U.S. court rulings will have on sovereign issuers
such as Ecuador.



The ability of holders to transfer Additional Notes in the United States and certain other jurisdictions will
be limited.

The Additional Notes will not be registered under the Securities Act and, therefore, may not be offered or
sold in the United States except pursuant to an exemption from the registration requirements of the Securities Act
and applicable U.S. state securities laws. Offers and sales of the Additional Notes may also be subject to transfer
restrictions in other jurisdictions. Investors should consult their financial or legal advisors for advice concerning
applicable transfer restrictions with respect to the Additional Notes.

Sovereign credit ratings may not reflect all risks of investment in the Additional Notes.

Sovereign credit ratings are an assessment by rating agencies of Ecuador’s ability to pay its debts when
due. Consequently, real or anticipated changes in Ecuador’s sovereign credit ratings will generally affect the market
value of the Additional Notes. These credit ratings may not reflect the potential impact of risks relating to structure
or marketing of the Additional Notes. Credit ratings are not a recommendation to buy, sell or hold any security, and
may be revised or withdrawn at any time by the issuing organization. Each agency’s rating should be evaluated
independently of any other agency’s rating.

The effects of the United Kingdom’s vote to exit from the European Union and its impact on the economy
and fiscal conditions of Ecuador and the trading market of the Additional Notes are uncertain.

On June 23, 2016 the United Kingdom voted to leave the European Union in a referendum (the “Brexit
Vote”) and on March 29, 2017 the United Kingdom gave formal notice (the “Article 50 Notice”) under Article 50 of
the Treaty on European Union (“Article 50”) of its intention to leave the European Union.

The timing of the United Kingdom’s exit from the European Union remains subject to some uncertainty.
Article 50 provides that the European Union treaties will cease to apply to the United Kingdom two years after the
Article 50 Notice unless a withdrawal agreement enters into force earlier or the two year period is extended by
unanimous agreement of the United Kingdom and the European Council.

The terms of the United Kingdom’s exit from the European Union are also unclear and will be determined
by the negotiations taking place following the Article 50 Notice. It is possible that the United Kingdom will leave
the European Union with no withdrawal agreement in place if no agreement can be reached and approved by all
relevant parties before the deadline, as extended. If the United Kingdom leaves the European Union with no
withdrawal agreement, it is likely that a high degree of political, legal, economic and other uncertainty will result.

On March 23, 2018, the European Union announced that an agreement in principle had been reached on a
transition period running from the United Kingdom’s withdrawal from the European Union in March 2019 to the
end of 2020, during which the United Kingdom would retain access to the European Union Internal Market and
Customs Union on its current terms. This agreement is only political in nature and will not be legally binding until
any withdrawal agreement is formally agreed and ratified.

On November 25, 2018, the European Council endorsed the withdrawal agreement laying out the terms of
the relationship between the European Union and the United Kingdom during the transition period. Ratification by
the respective European Union and United Kingdom parliaments is required. Under United Kingdom law, the
United Kingdom parliament must hold a “meaningful vote” on the withdrawal agreement before it reaches the
European Union Parliament. On December 11 and 12, 2018, both the President of the European Commission and
the European Union Conference of Presidents, respectively, reconfirmed that the current withdrawal agreement is
the only deal possible. Despite this, on January 15, 2019, the United Kingdom Parliament rejected the proposed
withdrawal agreement. On March 12, 2019, the United Kingdom Parliament held another ‘meaningful vote’ and
once again rejected the proposed withdrawal agreement. In days following the vote, the United Kingdom
Parliament voted in favor of requesting the European Union a short deadline extension. On March 21, 2019, the
European Union agreed to extend the deadline until May 22, 2019, provided the United Kingdom Parliament
approved the withdrawal agreement by April 12, 2019. Not having approved the withdrawal agreement, on April 11,
2019 a new deadline extension until October 31, 2019 was agreed between the European Union and the United



Kingdom. As of the date of this Supplement, the United Kingdom Parliament has not approved the withdrawal
agreement. Consequently, there still remains considerable uncertainty as to whether the United Kingdom will leave
the European Union without a withdrawal agreement.

The results of the United Kingdom’s referendum and the Article 50 Notice have caused, and are anticipated
to continue causing, significant new uncertainties and volatility in the global financial markets, which may affect
Ecuador and the trading market of the Additional Notes, though exports to the United Kingdom represented less
than 1.0% of Ecuador’s exports for 2018. These uncertainties could have a material adverse effect on the global
economy and Ecuador’s economy, fiscal condition or prospects. It is unclear at this stage what the impact of the
United Kingdom’s departure from the European Union will ultimately be on the global economy, including Ecuador,
or the trading market of the Additional Notes.

Ecuador may issue additional notes that are considered as "contingent liabilities" under Ecuadorian law.

Ecuador has previously entered into repurchase transactions and a bond derivative transaction, in
connection with which it issued notes that are considered as pasivos contingentes (“contingent liabilities under
Ecuadorian law. In each case, such notes were fully fungible with the relevant series of outstanding notes of
Ecuador. For more information, see “Public Debt—GSI Repo Transaction”, “Public Debt-CS Repo Transaction”
and “Public Debt-GSI Loan Facility”. The Additional Notes do not contain any limitation on the ability of Ecuador
to issue additional debt. Accordingly, Ecuador may issue additional notes that are considered as ‘“contingent
liabilities” for the purpose of substituting such additional notes for the notes that were sold by Ecuador under the
GSI Repo Transaction or the CS Repo Transaction, or for the purpose of selling such additional notes under new
similar transactions. If Ecuador were to issue such additional notes for any such purpose, then the outstanding
principal amount of any relevant series of outstanding notes of Ecuador could increase. In addition, the holders of
any relevant series of outstanding notes could therefore find that a significant number of the outstanding notes for
that series are owned by the purchaser of such additional notes under the relevant transaction.

Risk Factors Relating to Ecuador

Ecuador has defaulted on its sovereign debt obligations in the past, in particular its obligations under the
2012 and 2030 Notes.

In 2008, Ecuador defaulted on its interest payments for the 2012 and 2030 Notes (as defined in “Public
Debt—Debt Obligations” herein) in the aggregate amount of approximately U.S.$157 million and principal
payments of approximately U.S.$3,200 million. The 2012 and 2030 Notes were originally issued in exchange for
prior debt offerings of the Republic in order to extend the maturity dates of those prior obligations. These defaults
followed the publication of a report in 2008 by the Commission of Integral Audit of Public Credit (“CAIC”), a
committee composed of representatives from both the Ecuadorian government (the “Government”) and private
sector organizations and members of civil society. CAIC reviewed Ecuador’s debt obligations from 1976 to 2006
and in its report made a number of findings regarding the legitimacy of Ecuador’s debt obligations (including the
2012 and 2030 Notes), in particular relating to concerns involving the public assumption of private debt, appropriate
authorizations, sovereign immunity, and the relevant economic terms of the debt obligations incurred. After the
default, which occurred during the first term of former President Correa’s administration, Ecuador offered to
repurchase the 2012 and 2030 Notes at a discount to their par value. Holders responded to this offer by tendering
substantially all of the 2012 and 2030 Notes. Although some holders continue to hold the defaulted 2012 and 2030
Notes, Ecuador has successfully repurchased additional 2012 and 2030 Notes from remaining holders from 2009
onwards. For more information, see “Public Debt—Debt Obligations—2012 and 2030 Notes and tender
offer.” Ecuador has remained current on its obligation to its other series of sovereign notes including the 2020 Notes,
2022 Notes, 2023 Notes, 2024 Notes, 2026 Notes, 2027 Notes, Second 2027 Notes, 2028 Notes and 2029 Notes (as
defined in “Public Debt—Debt Obligations” herein), as well as on its other debt obligations as further described in
“Public Debt—FExternal Debt.” To date, no judgments have been issued against the Republic with respect to the
2012 and 2030 Notes and none are pending. Proceedings have been issued against the Republic in two cases. See
“Risk Factors—Risks Factors Relating to Ecuador—Ecuador is involved in a number of legal proceedings and
disputes that could result in losses to Ecuador as well as a decrease in foreign investment.” There is a risk that



other holders, other than the holders described in “Public Debt—Debt Obligations—2012 and 2030 Notes and
tender offer,” of these defaulted notes may institute proceedings against the Republic and may seek to enforce any
judgments obtained by seeking to attach assets of the Republic. Any action by the holders of the 2012 and 2030
Notes, or any further defaults by Ecuador on its sovereign debt obligations, could materially adversely affect the
market value of the Additional Notes and the ability of the Republic to make principal and interest payments free of
the risk of attachment. Any action by the holders of the 2012 and 2030 Notes making similar pari passu arguments
as the holders in NML Capital, Ltd. v. Republic of Argentina (see “Risk Factors—Risk Factors Relating to the
Additional Notes—Recent federal court decisions in New York create uncertainty regarding the meaning of ranking
provisions and could potentially reduce or hinder the ability of sovereign issuers to restructure their public sector
debt”) or any further defaults by Ecuador of its sovereign debt obligations, could materially adversely affect the
market value of the Additional Notes and the ability of the Republic to make principal and interest payments free of
the risk of attachment.

The Office of the Comptroller General has issued a report with conclusions from its audit to the Republic’s
internal and external debt.

In July 2017, the Contraloria General del Estado (“Office of the Comptroller General”) headed by Dr.
Pablo Celi announced pursuant to Acuerdo 024-CG-2017 its intention to conduct a special audit on the legality,
sources and uses of all the internal and external debt of the Republic incurred between January 2012 and May 2017
(the “Special Audit”), as authorized by Ecuadorian law to examine acts of public entities. The Office of the
Comptroller General previously, in 2015 and 2017, audited all of the Republic’s internal and external debt borrowed
or issued through 2015 and found no illegalities in the process of borrowing or issuing debt. The review included,
among others, the Ministerio de Economia y Finanzas (“Ministry of Economy and Finance”), the Banco Central del
Ecuador (the “Central Bank”) and the Secretaria Nacional de Planificacion y Desarrollo (“SENPLADES”). On
January 8, 2018, the Comptroller General announced the creation of a citizenship oversight commission composed
of Ecuadorian professionals, including former high level public officials such as a former vice president of the
Republic, two former Comptrollers General, and a former Minister of Economy and Finance (the “Citizen Oversight
Commission”), to observe the procedures and methodology relating to the Republic’s incurrence of debt from
January 2012 through May 2017. The Special Audit examined the sources and uses of various financings, and
whether those financings were completed in accordance with the relevant applicable laws, regulations and policies,
as more fully described in “The Republic of Ecuador—Form of Government—Review and Audit by the Office of the
Comptroller General.” The citizenship oversight commission supported the Office of the Comptroller General
during the audit process. The Office of the Comptroller General in its report dated April 6, 2018 (the “CGR Audit
Report”) included: (i) conclusions of the Special Audit conducted; and (ii) recommendations regarding actions
related to specific contracts or methodologies (according to the law, these recommendations are mandatory for
public entities and cannot be challenged). The Special Audit did not result in the annulment of previous acts, or the
invalidation of existing contracts, which may only occur with judicial intervention in a proceeding initiated before
Ecuadorian courts.

The CGR Audit Report concluded that certain rules that defined the methodology to calculate public debt
were replaced with laws and regulations that allowed for discretion in the application and use of certain concepts
related to public debt and, specifically, that the amounts of advance payments pursuant to certain commercial
agreements providing for the advance payment of a portion of the purchase price of future oil deliveries should have
been categorized as public debt and included in the calculation of the public debt to GDP ratio. The CGR Audit
Report also concluded that executive decree No. 1218 (“Decree 1218”) of 2016 established a methodology for the
calculation of public debt in relation to GDP (based on the total consolidated public debt methodology set out in the
Manual of Public Finance Statistics of the IMF) which was not consistent with Article 123 of the Codigo Orgdnico
de Planificacion y Finanzas Publicas (“Public Planning and Finance Code”) and deviated from the practice of using
the aggregation of public debt methodology for the purpose of establishing whether the public debt to GDP ceiling
of 40% had been exceeded. Consequently, Decree 1218 allowed the Government to enter into certain debt
transactions without obtaining the prior approval of the Asamblea Nacional de la Repiblica del Ecuador (the
“National Assembly”) despite the fact that, according to the Office of the Comptroller General, the total public debt
to GDP ratio would have exceeded the 40% limit established in Article 124 of the Public Planning and Finance Code
had Decree 1218 not been in place.



The CGR Audit Report also set forth some conclusions and recommendations regarding certain inter-
institutional agreements between the Ministry of Economy and Finance and Empresa Publica de Hidrocarburos del
Ecuador, EP Petroecuador (“Petroecuador”), and found deficiencies in the filing of debt documentation; the
implementation of the agreed joint office for the management and monitoring of certain credit agreements between
the Ministry of Economy and Finance and China Development Bank; and, the confidential nature of certain finance
documents relating to public debt.

On April 9, 2018, during the presentation of the CGR Audit Report to the public, the Office of the
Comptroller General announced that the Special Audit resulted in indications of: (i) administrative liability of
certain public officials, which may lead to the dismissal of those officials; (ii) civil liability of certain current or
former public officials, which may lead to fines if those officials acted in breach of their duties; and (iii) criminal
liability of certain former or current public officials. Civil and administrative indications of liability are reviewed by
the Office of the Comptroller General. If the Office of the Comptroller General finds that such former or current
officials acted in breach of their duties, it will issue a resolution determining civil and/or administrative liability. A
final resolution from the Office of the Comptroller General may be appealed to the district administrative courts.

In April 2018, the Office of the Comptroller General delivered to the Fiscalia General del Estado (the
“Office of the Prosecutor General”) a report regarding the indications of criminal liability of certain former or
current public officials. Based on that report, the Office of the Prosecutor General initiated a preliminary criminal
investigation against former President Correa, three former Ministers of Finance and another seven former or current
public officials of the Ministry of Economy and Finance. During the preliminary criminal investigation phase,
which may last up to two years, the Office of the Prosecutor General will review evidence to determine if a crime
has been committed. Once the preliminary investigation is completed, the Office of the Prosecutor General may
request the competent judge to hold an indictment hearing with respect to any of the officials currently under
investigation. If a judge determines that there are grounds for an indictment, a 90-day period will commence in
which the Office of the Prosecutor General will conclude its investigation and issue a final report. The final report
will be presented before the criminal court but the alleged offenders will not be found guilty unless, after trial, the
offenders are found to be criminally liable.

While there is no indication that the conclusions of the CGR Audit Report have had an impact on the
market value of the Additional Notes or any of the Republic’s outstanding notes, or the ability of the Republic to
incur further debt obligations, any lack of certainty regarding the debt to GDP ratio and public debt accounting
methodology could limit the ability of the Republic to access the international markets in the future. The CGR
Audit Report recommended that, in order to reconcile amounts comprising public debt, the Public Planning and
Finance Code should be amended and Decree 1218 should be repealed with respect to the calculation of the total
public debt to GDP ratio to ascertain the actual value of total public debt and determine if that amount exceeded the
40% debt to GDP ratio set out in Article 124 of the Public Planning and Finance Code. Since the Office of the
Comptroller General issued its CGR Audit Report and prior to the publication of the April 2019 Debt Bulletin, the
Ministry of Economy and Finance had only been releasing public debt to GDP ratio information applying the
aggregation methodology. On October 15, 2018, President Moreno issued decree No. 537 (“Decree 537”) repealing
Decree 1218 in its entirety, which became effective on October 30, 2018, see “Public Debt—Methodology for
Calculating the Public Debt to GDP Ratio.”

On June 21, 2018, the National Assembly passed the Ley Orgdnica para el Fomento Productivo, Atraccion
de Inversiones, Generacion de Empleo, y Estabilidad y Equilibrio Fiscal (the “Organic Law for Productive
Development, Investment, Employment and Fiscal Stability”, or the “Organic Law for Productive Development”)
which became effective on August 21, 2018, which expressly confirms that certain activities and instruments are
considered a contingent liability, and therefore are not included in the calculation of the total public debt to GDP ratio,
and provides that for the period from 2018 to 2021 and until the public debt reaches a level below the public debt
ceiling of 40% of GDP, such public debt ceiling will not apply. This new law provides that for the period from 2018
to 2021, a fiscal stability plan will be implemented by the Ministry of Economy and Finance. The new law sets
forth that in each subsequent fiscal year after the period from 2018 to 2021, the General State Budget must be
presented with a fiscal program aimed at reducing over time the amount of total public debt relative to GDP, until it
reaches a level below the 40% debt to GDP ratio. The new law also mandated that the Ministry of Economy and



Finance issue within 90 days from August 21, 2018, a new regulation implementing a new accounting methodology,
to be in accordance with Article 123 of the Public Planning and Finance Code (as amended), internationally
accepted standards and best practices for the registration and disclosure of public debt.

On November 19, 2018, the Ministry of Economy and Finance issued the Reglamento para la
Implementacion de la Metodologia de Cdlculo para la Relacion entre el Saldo de la Deuda Publica Total y el PIB
(“Regulation Implementing the Public Debt to GDP Ratio Calculation Methodology™) setting out the definitions and
methodology for calculating and divulging the country’s public debt to GDP ratio (the “New Methodology”). The
New Methodology provides that the calculation of the public debt to GDP ratio is to be based on total public debt as
published in the official aggregate financial statements and the latest nominal GDP as published by the Central Bank.
The New Methodology defines total public debt as the sum of the public debt incurred by the entities comprising the
public sector and adds certain debt instruments to the calculation of public debt that were not previously included,
including oil presales, see “Public Debt—Methodology for Calculating the Public Debt to GDP Ratio.” The
Ministry of Economy and Finance’s Monthly Debt Bulletin for April 2019 (the “April 2019 Debt Bulletin’) was the
first report on public debt issued that followed the New Methodology. The Regulation Implementing the Public
Debt to GDP Ratio Calculation Methodology provides that by November 14, 2019, the Ministry of Economy and
Finance will be required to publish public debt figures calculated using the New Methodology going back to
October 2010. Once these past public debt figures are published using the New Methodology, those numbers may
vary from the public debt figures presented in this Supplement for the comparable period which were calculated
based on the old methodology.

On December 18, 2018, by executive decree No. 617, President Moreno issued the Reglamento para la
Aplicacion de la Ley Orgdnica para el Fomento Productivo, Atraccion de Inversiones, Generacion de Empleo, y
Estabilidad y Equilibrio Fiscal (“Regulation to the Organic Law for Productive Development”) supplementing the
Organic Law for Productive Development, which became effective on December 20, 2018. The Regulation to the
Organic Law for Productive Development amends, among others, article 133 of the Rules to the Public Planning and
Finance Code to provide that the Ministry of Economy and Finance will produce both aggregated and consolidated
financial statements of the public debt for the public sector, the non-financial public sector and the central
government in a period of no more than 60 days after the end of each month, see “Public Debt—Organic Law for
Productive Development, Investment, Employment and Fiscal Stability.” 1In its April 2019 Debt Bulletin, the
Ministry of Economy and Finance disclosed public aggregate and consolidated debt figures as of April 30, 2019.

The Special Audit has resulted in additional audits, including: (i) an examination finalized in July 2018,
regarding the issuance, placement and payment of short term treasury notes with a term of up to 360 days (the
“CETES”) by the Republic; and (ii) five ongoing examinations, including an examination of the contracts with
service providers (including lawyers, banks, financial agents and other firms) involved in public debt transactions;
an examination regarding the GSI Loan Facility, the Gold Derivative Transaction and the Bond Derivative
Transaction, see “Public Debt—GSI Loan Facility;” an examination regarding the Republic’s use of shares of public
banks to pay the Central Bank of Ecuador; an examination on the entry, registration and use of funds from oil
presale contracts; and a follow-up examination on the application of the recommendations under the CGR Audit
Report.

The special examination of the process of issuance, placement and payment of CETES by the Republic
between January 1, 2016 and December 31, 2017 concluded with the Office of the Comptroller General report dated
July 4, 2018 (the “CGR CETES Report”). The CGR CETES Report concluded that: (i) CETES were renewed and
placed for periods longer than the 360-day period allowed by the Public Planning and Financing Code; (ii) CETES
were delivered as payment instruments to pay debts, contrary to their purpose of being used to obtain resources to
finance deficiencies in the fiscal accounts; and (iii) CETES were delivered to the Central Bank of Ecuador in
exchange for other internal debt instruments already due, contrary to the nature of the CETES of being used to
obtain resources to finance deficiencies in the fiscal accounts. In the CGR CETES Report, the Office of the
Comptroller General recommended partially repealing Decree 1218 so that short-term securities with a term of “less
than 360 days” are excluded from the calculation of the total public debt, instead of short-term securities with a term
of “up to 360 days” as it was set forth in Decree 1218. Pursuant to Decree 537, Decree 1218 was repealed in its
entirety on October 30, 2018, when Decree 537 was published, see “Public Debt—Methodology for Calculating the
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Public Debt to GDP Ratio.” On July 4, 2018, the Office of the Comptroller General delivered to the Office of the
Prosecutor General a report with findings of criminal liability in respect of former President Correa, former
Ministers of Economy and Finance and former general managers of the Central Bank of Ecuador, among others.
Once the Office of the Prosecutor General completes the preliminary criminal investigation, which may last up to
two years, it may request an indictment hearing with respect to any of the officials currently under investigation. If
a judge determines that there are grounds for an indictment, the Office of the Prosecutor General will conclude its
investigation and issue a final report within 90 days to the criminal court. Following their indictment, the court will
hold a hearing to call the alleged offenders to trial. The alleged offenders will not be considered criminally liable
unless and until the court determines, after a trial, that the offenders are criminally liable.

Any series of notes issued by the Republic (including the Additional Notes) and any other financing
transactions could in the future be subject to the review of the Office of the Comptroller General within its powers
granted by Ecuadorian law to examine acts of public entities.

Since President Moreno was elected, certain personnel changes have taken place in the Ministry of
Economy and Finance. Carlos de la Torre served as Minister of Economy and Finance between May 24, 2017 and
March 6, 2018 when he resigned and was replaced by Marfa Elsa Viteri. On May 14, 2018, Maria Elsa Viteri was
replaced by Richard Martinez, the then Chairman of the Comité Empresarial Ecuatoriano (the “Ecuadorian
Business Committee”) as the new Minister of Economy and Finance of Ecuador. On May 16, 2018, Mr. Martinez
stated that his agenda contains three general action items: (i) adjusting the public finances without affecting social
programs; (ii) promoting public-private partnerships; and (iii) honoring the current debts of the Republic while
seeking other financing following the recommendations in the CGR Audit Report.

Ecuador’s history has been characterized by institutional instability.

Between 1997 and 2007, Ecuador has had eight presidents, and three of them were overthrown during
periods of political unrest: Abdala Bucaram in 1997, Jamil Mahuad in 2000, and Lucio Gutiérrez in 2005. Since
2007, Ecuador has experienced political stability starting with former President Correa’s Alianza PAIS party having
won five consecutive National Assembly elections, and former President Correa having won re-election in 2013.

On February 19, 2017, a presidential election (the “2017 Election”) was held with eight candidates to
replace former President Rafael Correa who served for 10 years. Lenin Moreno of former President Correa’s
Alianza PAIS party came in first with 39.36% of the vote and Guillermo Lasso of the CREO - SUMA party, came in
second with 28.09% of the vote. A congressional election was also held on February 19, 2017 with Alianza PAIS
preserving control of the legislative assembly by winning the majority of seats with 74 seats. CREO-SUMA won 28
seats and PSC won 15 seats. Since no candidate gained an outright victory of 50% of the vote or at least 40% of the
vote with an additional ten points of advantage over the candidate in second place for the presidential election, a
run-off election between President Moreno and Mr. Lasso was held on April 2, 2017. President Moreno won with
51.16% of the vote. The Consejo Nacional Electoral (the “National Electoral Council” or “CNE”) declared
President Moreno president elect on April 4, 2017. Both the Organization of American States (“OAS”) and the
Union of South American Nations (“UNASUR”) monitored the elections and recognized the transparency of the
electoral process and the election results. On April 13, 2017, CNE approved the recount of approximately 11.2% of
the total ballots cast in the run-off election due to a claim of alleged inconsistencies by CREO-SUMA and Alianza
PAIS. On April 18, CNE broadcast a live recount of the ballots subject to the claim. International observers,
political delegates of Alianza PAIS and representatives of social organizations monitored the recount. The recount
ratified President Moreno as the winner of the run-off election with 51.16% of the votes. President Moreno assumed
the presidency on May 24, 2017 with Jorge Glas as vice president for a four-year term. After the election, President
Moreno stated, in light of Ecuador’s economic climate, that Ecuador’s priority is to push for economic and social
development through generating employment, equality and social justice, eradicating extreme poverty and reducing
inequality while maintaining dollarization.

Pursuant to Article 149 of the 2008 Constitution, the vice president performs all functions assigned to the

post by the President. On August 3, 2017, President Moreno relieved vice president Glas of his official duties
pursuant to executive decree No. 100 (“Decree 100”). As part of the revocation of functions assigned to the then
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vice president Glas under executive decree No. 9 (“Decree 9”), Decree 100 removed the then vice president Glas as
member and official in charge of the Sectorial Council of Production, withdrew his duties to coordinate the
execution of policies and projects of the productive sector as developed by ministries, secretariats and other member
entities of the Sectorial Council of Production and removed the then vice president Glas as member and chair of the
Committee for Reconstruction and Productive Recovery in the zones affected by the Pedernales Earthquake.
Additionally, Decree 100 removed the then vice president Glas as member of the Advisory Council Executive
Committee and also repealed all norms of equal or lower priority to an executive decree assigning functions to the
then vice president Glas. Otherwise, Mr. Glas then retained the post of vice president. The then vice president Glas
was subject to an investigation for allegedly accepting bribes from Odebrecht, a Brazilian conglomerate consisting
of diversified businesses in the fields of engineering, construction, chemicals and petrochemicals. Odebrecht
admitted as part of its plea agreement with the U.S. Department of Justice that it made and caused to be made more
than U.S.$33.5 million in corrupt payments to government officials in Ecuador and intermediaries working on their
behalf between 2007 and 2016. On September 28, 2017, Ecuador’s Attorney General presented charges related to
allegations of corruption in Ecuador involving Odebrecht. The charges were presented to Ecuador’s highest court,
the National Court of Justice and included the former vice president, among others. The National Court of Justice
decreed that the former vice president was not allowed to leave Ecuador. On October 2, 2017, the National Court of
Justice decreed the preventive detention of the former vice president and ordered a freeze of his bank accounts. On
October 4, 2017, President Moreno appointed the Minister of Urban and Housing Development, Maria Alejandra
Vicufia Muiioz, as interim vice president. On October 16, 2017, Mr. Glas filed for recusal of the judge overseeing
the investigation which led to the postponement of the conclusion of the investigation until the motion for recusal
has been resolved. Mr. Glas’ motion for recusal of the judge overseeing his case was denied. On November 10,
2017, Ecuador’s Attorney General accused the former vice president of unlawful association related to Odebrecht.
On November 14, 2017, the National Justice Court ordered the trial of the former vice president for unlawful
association related to Odebrecht and subsequently held the first hearing where the parties presented their opening
arguments on November 24, 2017. On December 8, 2017, hearings for this trial concluded. On December 13, 2017,
the former vice president Glas received a six-year prison sentence in connection with the unlawful association
investigation related to Odebrecht. The former vice president appealed this sentence. On June 8, 2018, the National
Court of Justice denied the former vice president’s appeal. After confirmation that the former vice president could
no longer retain his post as vice president on January 6, 2018, the National Assembly elected Maria Alejandra
Vicufia Muiloz as the vice president of Ecuador until 2021. Separate from the judicial proceeding, on November 7,
2017, certain legislators submitted a request to the Comision de Fiscalizacion (the “Investigative Commission”) to
initiate a political trial (impeachment) against the former vice president. On January 7, 2018, the Investigative
Commission terminated the political proceedings against the former vice president concluding that it did not have
the authority to impeach a former political office-holder.

On December 3, 2018, President Moreno relieved vice president Maria Alejandra Vicufia Mufioz of her
official duties amidst an undergoing corruption scandal that spurred a criminal investigation into her vice
presidency. Secretary of the Presidency, José Augusto Briones, was temporarily assigned the duties of the office of
the vice president. The day after, on December 4, 2018, the vice president resigned her post. On December 6, 2018,
a shortlist of three candidates proposed by the President was submitted to the National Assembly. On December 11,
2018, the National Assembly appointed economist Otto Ramén Sonnenholzner Sper as the new vice president of
Ecuador.

For more information on presidential term limits, see “The Republic of Ecuador—Form of Government.” A
return to an unstable political environment could significantly affect Ecuador’s economy and Ecuador’s ability to
perform its obligations under the Additional Notes.

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

Investing in an emerging market country such as Ecuador carries economic risks. These risks include many
different factors that may affect Ecuador’s economic results, including the following:

e interest rates in the United States and financial markets outside Ecuador;
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e changes in economic or tax policies in Ecuador;
e the imposition of trade barriers by Ecuador’s trade partners;

e general economic, political, and business conditions in Ecuador, Ecuador’s major trading partners, and
the global economy;

e the ability of Ecuador to effect key economic reforms, including its economic strategy to re-balance the
economy by increasing the percentage of GDP represented by the non-petroleum economy. For more
information, see “The Ecuadorian Economy—Strategic Sectors of the Economy—Qil Sector”;

e political and social tensions in Ecuador;
e the prices of commodities, including oil and mining;

e the impact of policies, sanctions, hostilities or political unrest in other countries that may affect
international trade, commodity prices and the global economy; and

e the decisions of international financial institutions regarding the terms of their financial assistance to
Ecuador.

Any of these factors, as well as volatility in the markets for securities similar to the Additional Notes, may
adversely affect the liquidity of, and trading markets for, the Additional Notes. See “Forward-Looking Statements”
for further information on factors that may affect the Additional Notes.

Ecuador’s economy remains vulnerable to external shocks, including the negative global economic
consequences that occurred as a result of the global economic recession that took place in 2008 and 2009, the
economic impact of the decrease in international oil prices that took place between the fourth quarter of 2014 and
into 2016 and the negative economic consequences that can arise as a result of future significant economic
difficulties of its major regional trading partners or by more general “contagion” effects, which could have a
material adverse effect on Ecuador’s economic growth and its ability to service its public debt. In addition, political
events such as a change in administration in the United States or changes in the policies of the European Union,
other emerging market countries, or Ecuador’s regional trading partners could impact Ecuador’s economy.

Emerging-market investment generally poses a greater degree of risk than investment in more mature
market economies because the economies in the developing world are more susceptible to destabilization resulting
from domestic and international developments. Generally, investment in emerging markets is only suitable for
sophisticated investors who appreciate the significance of the risks involved in, and are familiar with, investing in
emerging markets.

A significant decline in the economic growth of any of Ecuador’s major trading partners could adversely
affect Ecuador’s economic growth. In addition, because international investors’ reactions to the events occurring in
one emerging market country sometimes appear to demonstrate a “contagion” effect, in which an entire region or
class of investment is disfavored by international investors, Ecuador could be adversely affected by negative
economic or financial developments in other emerging market countries or in Latin America generally. Furthermore,
Ecuador’s policies towards bilateral investment treaties, as further described in “The Republic of Ecuador —
Memberships in International Organizations and International Relations—Treaties and Other Bilateral
Relationships”, could impact foreign direct investment into Ecuador and Ecuador’s trading relationships.

There can be no assurance that any crises such as those described above or similar events will not
negatively affect investor confidence in emerging markets or the economies of the principal countries in Latin
America, including Ecuador. In addition, there can be no assurance that these events will not adversely affect
Ecuador’s economy, its ability to raise capital in the external debt markets in the future or its ability to service its
public debt.
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A significant increase in interest rates in the international financial markets could have a material adverse
effect on the economies of Ecuador’s trading partners and adversely affect Ecuador’s economic growth and
Ecuador’s ability to make payments on its outstanding public debt, including the Additional Notes.

If interest rates outside Ecuador increase significantly, Ecuador’s trading partners, in particular, could find
it more difficult and expensive to borrow capital and refinance their existing debt. These increased costs could in
turn adversely affect economic growth in those countries. Decreased growth on the part of Ecuador’s trading
partners could have a material adverse effect on the markets for Ecuador’s exports and, in turn, adversely affect
Ecuador’s economy. An increase in interest rates would also increase Ecuador’s debt service requirements with
respect to Ecuador’s debt obligations that accrue interest at floating rates. As a result, Ecuador’s ability to make
payments on its outstanding public debt generally, including the Additional Notes, would be adversely affected.

A number of factors have impacted and may continue to impact on revenues and the performance of the
economy of Ecuador.

The economy of Ecuador and the Republic’s budget are highly dependent on petroleum revenues. In 2018,
22.2% of Ecuador’s non-financial public sector revenues were derived from petroleum and petroleum-related taxes
and royalties. For example, in response to the decline in revenue attributable to the fall in the price of oil in 2016,
Ecuador reduced its budget from U.S.$34.1 billion in 2015 to U.S.$29.8 billion in 2016. For more information, see
“Public Sector Finances—Non-Financial Public Sector Revenues and Expenditures.” In the event the price of oil
was to decrease from its average levels of approximately U.S.$50.05 per barrel as estimated by the 2019 Budget,
Ecuador’s revenues from oil could significantly decline. There can be no assurance that Government revenues from
petroleum exports will not experience significant fluctuations as a result of changes in the international petroleum
market. Concerns with respect to global recessions, weakness of the world economy, terrorism, market volatility
and certain geopolitical developments, such as political instability in the Middle East and Venezuela or the effect of
sanctions with respect to Iran, may have a potentially adverse effect on the petroleum market as a whole.

In addition, as of May 31, 2019, 88.2% of Ecuador’s petroleum exports by destination were to four
countries: the United States (37.5%), Panama (26.1%), Chile (15.2%) and Peru (9.4%). Worsening economic
conditions in any of these countries could have a significant impact on Ecuador’s revenues from oil and overall
economic activity.

Further, operating difficulties in certain oil fields, lower production budgets, and the outages and the
overhaul of Ecuador’s largest refinery, the Esmeraldas Refinery (see “The Ecuadorian Economy—Strategic Sectors
of the Economy—Qil Sector”), have led to uneven crude oil and petroleum derivatives production over the last few
years. While Ecuador expects to increase production through the development of new fields, in particular the ITT
fields which became operational in September 2016 (see “The Ecuadorian Economy—Strategic Sectors of the
Economy—aOil Sector”) and completed at the end of 2015 the overhaul of the Esmeraldas Refinery, future political
opposition, budget adjustments that affect investments in oil exploration, natural disasters such as earthquakes, or
further outages could result in a decline of overall production. Accordingly, any sustained period of decline in
capacity, if exacerbated by a decline in oil production, could adversely affect the Republic’s fiscal accounts and
International Reserves.

Organization of the Petroleum Exporting Countries (“OPEC”) members have historically entered into
agreements to reduce their production of crude oil. Such agreements have sometimes increased global crude oil
prices by decreasing the global supply of crude oil. Since 1998, OPEC’s production quotas have contributed to
substantial increases in international crude oil prices. Beginning with the 160th Meeting of the Conference of OPEC,
convened on December 14, 2011 in Vienna, Austria, to the present, OPEC decided to maintain a production level of
30.0 mbpd, including production from Libya, and also agreed that OPEC member countries would, if necessary, take
steps (including voluntary downward adjustments of output) to ensure market balance and reasonable price levels.
In the 171" Meeting of the Conference of OPEC, held in Vienna, Austria, on November 30, 2016, the Conference,
emphasizing its commitment to stable markets, mutual interests of producing nations, the efficient, economic and
secure supply to consumers, and a fair return on invested capital, agreed to reduce its production by approximately
1.2 mbpd to bring its ceiling to 32.5 mbpd, effective January 1, 2017.
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In connection with the November 30, 2016 OPEC agreement (the “OPEC Agreement”) to reduce aggregate
production by approximately 1.2 mbpd, Ecuador agreed to reduce its daily production quota for a six-month period
starting on January 1, 2017. As a result, for January, February, March, April and May of 2017, Ecuador reduced its
daily production quota by 18,000 barrels per day (“bpd”), 19,000 bpd, 23,000 bpd, 20,506 bpd and 20,004 bpd,
respectively. On May 25, 2017, Ecuador agreed to extend its production adjustments for a further nine-month
period from July 1, 2017 to March 31, 2018. Before the start of this nine-month period, in June 2017, Ecuador state-
owned oil company Empresa Piiblica de Exploracion y Explotacion de Hidrocarburos Petroamazonas EP
(“Petroamazonas’’) produced 423,505 bpd compared to its initial goal of 445,283 bpd. In July 2017, Petroamazonas
produced 422,595 bpd compared to its initial goal of 460,690 bpd, and at the end of the nine-month period, in March
2018, Petroamazonas produced 396,495 bpd barrels of oil compared to its initial goal of 396,153 bpd. In May 2019,
Petroamazonas produced 417,636 bpd compared to its initial goal of 421,397 bpd.

Any reduction in Ecuador’s crude oil production or export activities that could occur as a result of the
foregoing changes in OPEC’s production quotas or a decline in the prices of crude oil and refined petroleum
products for a substantial period of time may materially adversely affect Ecuador’s revenues and the performance of
its economy. Following a proposal by Russia and Saudi Arabia to increase global oil production, on June 22, 2018,
OPEC agreed to increase the annual oil barrel production by around 1.2 million barrels per day. Ecuador’s oil
production was not affected by this agreement.

On December 7, 2018, the 5™ OPEC and non-OPEC Ministerial Meeting held in Vienna, Austria, decided
to reduce the overall production by 1.2 mbpd, starting in January 2019 for an initial period of six months. The
contributions from OPEC participating countries and the voluntary contributions from non-OPEC participating
countries will be to 0.8 mbpd (2.5%) and 0.4 mbpd (2.0%), respectively. Ecuador’s oil production is not expected to
be affected by that OPEC agreement to reduce production starting in January 2019. On February 26, 2019 the
Minister of Energy and Non-Renewable Natural Resources announced that the Republic had requested OPEC an
authorization to increase its quota from its current 508,000 bpd to 535,000 bpd. As of the date of this Supplement,
Ecuador’s current quota is 515,000 bpd.

In addition to the effects of the volatility of the oil market, the National Assembly has passed several laws
that have altered the Republic’s budget and the established budgetary agenda and resulted in higher deficits. Certain
assumptions regarding the levels of future oil prices are contained in the budgetary process and in the Plan Nacional
para el Buen Vivir (the “National Development Plan”). Anticipated revenues contained in the budget could be
lower if these assumptions about oil prices are not accurate. In January 2015, in response to the decline of oil prices
in the last quarter of 2014, Ecuador reduced its 2015 budget by U.S.$1.4 billion and again by U.S.$800 million in
August 2015, resulting in a modified budget of U.S.$34.1 billion for 2015. On March 3, 2016, the Minister of
Finance announced that the 2016 Budget would be reduced by U.S.$800 million. After the election, President
Moreno stated, in light of Ecuador’s economic climate, that Ecuador’s priority is to push for economic and social
development through generating employment, equality and social justice, eradicating extreme poverty and reducing
inequality while maintaining dollarization. Ecuador may need to balance its social and employment goals given its
budgetary constraints.

Ecuador’s growth outlook is conditioned upon successful implementation of its austerity policies that aim
to strengthen fiscal institutions and re-establish a competitive private-sector driven economy.

Ecuador is currently implementing policies to address fiscal imbalances and bolster the competitiveness of
the private sector through its economic plan, which is complemented by a number of defined austerity measures
published on August 28, 2018, in the Plan de Prosperidad (the “Plan of Prosperity”). If the policies and measures
necessary to strengthen fiscal institutions and the private sector do not materialize at the required pace, this could
result in slower rates of economic growth and fiscal adjustment than anticipated, and could have adverse effect on
the Government’s revenues, affecting its ability to service its debt.

As part of the ongoing plan to optimize the administration of the State, a committee was created among the

Empresa Coordinadora de Empresas Piiblicas (“Public Companies Coordinator Company”), the General Secretariat
of the Presidency, the SENPLADES and the Ministry of Energy and Non-Renewable Natural Resources, along with
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technical teams from Petroecuador and Petroamazonas, to start carrying out the process to merge Petroecuador and
Petroamazonas. On April 24, 2019, President Moreno issued decree No. 723 (“Decree 723”) ordering the merger of
Petroecuador and Petroamazonas into a single public company, and creating the Unidad Temporal de Fusion (the
“Temporary Merger Unit”) charged with managing the merger under the supervision of the Minister of Energy and
Non-Renewable Natural Resources. The decree also sets December 31, 2020 as the deadline for completion of the
merger.

Failure to reduce greenhouse gas (GHG) emissions could curtail the profitability of Ecuador's
hydrocarbon and industrial sectors.

In the years ahead, hydrocarbon and industrial sectors will face increased international regulation relating
to GHG emissions. Like any significant changes in the regulatory environment, GHG regulation could have the
impact of curtailing profitability in the hydrocarbon and industrial sectors reducing Ecuador’s income from oil and
gas operations and in tax revenues. In the long term, Ecuador’s oil and gas operations could become economically
infeasible.

International agreements and regulatory measures that aim to limit or reduce GHG emissions are currently
in various stages of implementation. For example, the Paris Agreement went into effect in November 2016, and a
number of countries are studying and adopting policies to meet their Paris Agreement goals. Other jurisdictions are
considering adopting or are in the process of implementing laws or regulations to directly regulate GHG emissions
through similar or other mechanisms such as, for example, via a carbon tax (e.g. Singapore and Canada) or via a
cap-and-trade program (e.g. Mexico and China). The landscape continues to be in a state of constant re-assessment
and legal challenge with respect to these laws and regulations, making it difficult to predict with certainty if this will
have an adverse effect on, among other things, GDP growth, Government revenues, balance of payments and
foreign trade.

Commodity prices are volatile, and a significant decline in commodity prices could adversely affect
Ecuador’s economy and its ability to perform its obligations under the Additional Notes.

In addition to petroleum prices, see “Risk Factors—Risk Factors Relating to Ecuador—A number of factors
have impacted on and may continue to impact on revenues and the performance of the economy,” Ecuador’s
economy is exposed to other commodity price volatility, especially with regard to bananas and shrimp, which made
up approximately 14.8% and 15.0% of Ecuador’s total exports for 2018, respectively. A significant drop in the price
of certain commodities, such as bananas or shrimp, would adversely affect Ecuador’s economy and could affect
Ecuador’s ability to perform its obligations under the Additional Notes.

Damage caused by the Pedernales Earthquake may impede Ecuador’s ability to export goods and the
associated reconstruction costs may affect its ability to perform its obligations under the Additional Notes.

On April 16, 2016, the Pedernales Earthquake, a 7.8 magnitude earthquake struck the northern coast of
Ecuador. The Pedernales Earthquake and its aftershocks caused severe damage to Ecuador’s infrastructure in the
region, including its roads and ports. On October 5, 2017, the Committee for Reconstruction and Productive
Recovery presented a report to President Moreno which stated that as of September 15, 2017, the total assigned
budget to reconstruct the infrastructure damaged by the Pedernales Earthquake was approximately U.S.$2,805 million
out of which U.S.$1,419 million had already been used towards reconstruction efforts. As of July 31, 2019, the total
assigned budget to reconstruct the infrastructure damaged by the Pedernales Earthquake was approximately
U.S.$2,943.6 million out of which U.S.$1,979.6 million had already been used towards reconstruction efforts. The
damage to Ecuador’s infrastructure may have an adverse impact on the Ecuadorian economy and, in particular, on
export businesses that operate in the affected areas. A study conducted by SENPLADES, INEC and various
ministries revealed that, without taking into account the cost of reconstruction, the damage from the earthquake had
an impact of -0.7% on the growth of Ecuador’s GDP in 2016. In addition, the increased need for funds to finance
reconstruction of infrastructure damaged in the Pedernales Earthquake may have an adverse impact on Ecuador’s
ability to perform its obligations under the Additional Notes.
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Ecuador is a sovereign state and has not waived its sovereign immunity to the fullest extent permitted under
the United States Foreign Sovereign Immunities Act of 1976; accordingly it may be difficult to obtain or enforce
Jjudgments against it.

Ecuador is a sovereign state. Consequently, it may be difficult for investors to obtain or realize judgments
against Ecuador in the United States or elsewhere. For example, Argentina defaulted on part of its external debt
beginning in 2002. Holders of those bonds issued by Argentina had difficulty in obtaining payment from the
defaulted issuer, as described further in the risk factor entitled “Recent federal court decisions in New York create
uncertainty regarding the meaning of ranking provisions and could potentially reduce or hinder the ability of
sovereign issuers to restructure their public sector debt.” In the event holders of the Additional Notes were to
attempt to enforce a court judgment or arbitral award against Ecuador, they may experience similar difficulty.

Furthermore, the dispute resolution provisions of the Notes require submission to arbitration at the London
Court of International Arbitration while the contractual provisions of the Notes are governed by New York law. In
order to obtain an enforceable judgment any disputes will have to be submitted first to the decision of an arbitral
panel prior to being subject to enforcement by an applicable court.

To the extent holders of Additional Notes were to bring suit in Ecuador or attempt to enforce a foreign
judgment or arbitral award in Ecuador, under the laws of Ecuador certain property of Ecuador is exempt from
attachment. In addition, pursuant to the terms of the Notes and the Indenture, Ecuador has limited its sovereign
immunity (other than with respect to the laws of Ecuador) with respect to actions brought against it under the Notes
or the Indenture. This limitation of immunity, however, may be more limited in scope than those under certain other
sovereign issuances in which issuers may waive immunity to the full extent under the U.S. Foreign Sovereign
Immunities Act of 1976. Given this limitation on the scope of immunity, as well as the limitations of the U.S.
Foreign Sovereign Immunities Act of 1976 and the immunity granted to Ecuador under Ecuadorian law, or which
may in the future be granted under Ecuadorian law, holders seeking to attach assets of Ecuador may not be able to
do so within Ecuador and may face difficulties doing so outside of Ecuador.

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

Ecuador is currently involved in several legal proceedings, mainly related to contracts in the oil and
electricity sectors. For a description of these legal proceedings and other proceedings against Ecuador, see “Legal
Proceedings.” 1If the foreign companies were to succeed, the awards could adversely impact the finances of Ecuador.
Ecuador can offer no assurances as to whether or not such proceedings will be resolved in its favor.

Part of the offering proceeds could be attached by creditors to satisfy outstanding arbitral awards and
Jjudgments (if applicable) against Ecuador.

Creditors holding outstanding arbitral awards or court judgments present a risk of disruption to the offering.
This could involve any type of creditor, including trade, supply, investor and finance creditors who obtain arbitral
awards and possibly seek to enforce these awards or judgments. The risk with respect to the offering includes that
the Initial Purchasers in the offering could be said to have an obligation to pay the offering proceeds to Ecuador, and
that Ecuador’s creditors may attempt to enforce their rights against Ecuador’s interest in any such obligation.
Further, Ecuador’s creditors could attempt to attach the proceeds of the offering or the payment of principal and/or
interest on the Additional Notes.

Payments to holders of the Notes could be attached by creditors, including holders of other debt
instruments of Ecuador, to satisfy awards against Ecuador. As a result, Ecuador may not be able to make payments
to holders of the Notes.

There is a risk that creditors could attach payments of interest and principal by Ecuador to holders of the

Notes outside of Ecuador because, until payments reach holders of the Notes, they could possibly be deemed to be
the assets of Ecuador. For more information on these pending awards, see “Legal Proceedings” and “Risk Factors—
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Risk Factors Relating to Ecuador—Ecuador is involved in a number of legal proceedings and disputes that could
result in losses to Ecuador as well as a decrease in foreign investment.”

There is a risk that creditors could seek to attach part of the offering proceeds to satisfy pending awards
against Ecuador. If creditors are successful in attaching payments to holders of the Notes, Ecuador may not be able
to make payments to holders of the Notes. For further information about the attempts of creditors of Argentina to
enforce payment obligations on defaulted sovereign debt, see “Risk Factors—Risk Factors Relating to the
Additional Notes—Recent federal court decisions in New York create uncertainty regarding the meaning of ranking
provisions and could potentially reduce or hinder the ability of sovereign issuers to restructure their public sector
debt.”

Specifically, payments of principal and/or interest on the Notes may be attached, enjoined or otherwise
challenged by holders of other debt instruments of Ecuador, including outstanding holders of the 2012 and 2030
Notes. Some creditors have, in recent years, used litigation tactics against several sovereign debtors that have
defaulted on their sovereign bonds including Peru, Nicaragua and Argentina, to attach or interrupt payments made
by these sovereign debtors to, among others, holders of the relevant defaulted bonds who agreed to a debt
restructuring and accepted new securities in an exchange offer. Ecuador may also become subject to suits to collect
on defaulted indebtedness. Ecuador cannot guarantee that a creditor will not be able to interfere, through an
attachment of assets, injunction, temporary restraining order or otherwise, with payments made under the Additional
Notes. As of the date of this Supplement, the Republic is aware of one claim that has been made by a holder of the
2030 Notes. For more information, see “Public Debt—Debt Obligations—2012 and 2030 Notes and tender offer.”

The Republic may incur additional debt beyond what investors may have anticipated as a result of a
change in methodology in calculating the public debt to GDP ratio for the purpose of complying with a 40% limit
under Ecuadorian law, which could materially adversely affect the interests of Noteholders.

The Republic has ordinarily been subject to a limitation on borrowing due to the Public Planning and
Financing Code enacted in October 2010, which limits total public debt to 40% of GDP unless, in the case of public
investment programs and projects of national interest, a majority of the National Assembly approves an exception to
this limit on a project by project basis. Accordingly, ordinarily in order to exceed the 40% limit of total public debt
to GDP the Republic must either amend the Public Planning and Financing Code or seek an exemption from the
National Assembly on a case by case basis. See “Public Sector Finances Overview—Fiscal Policy.” Ordinarily,
each time the Republic wishes to issue additional debt, such as the Additional Notes, it must ensure it is within those
limits.

On October 25, 2016, pursuant to Article 147, Clause 13 of the 2008 Constitution, former President Correa
exercised his presidential authority to issue implementing regulations and signed Decree 1218, which modified
Article 135 of the Rules to the Public Planning and Finance Code. Decree 1218 changed the methodology that the
Ministry of Economy and Finance used to calculate the total public debt to GDP ratio for the purpose of establishing
whether the total public debt ceiling of 40% established in Article 124 of the Public Planning and Finance Code had
been exceeded. Under Decree 1218, the Ministry of Economy and Finance used the total consolidated public debt
methodology set out in the Manual of Public Finance Statistics of the IMF. The IMF GFS, which was published in
2001, provides that the presentation of government financial statistics, including total public debt, should be
calculated on a consolidated basis rather than on an aggregate basis. According to the IMF GFS, the consolidation
methodology presents statistics for a group of units as if accounting for a single unit. In the context of total public
debt, this means that debt that flows between governmental units or entities or between the central government and
these governmental units or entities (“intra-governmental debt”) is not included in the calculation of total public
debt. This principle is reaffirmed in the preamble of the Organic Law for Productive Development, approved by the
National Assembly on June 21, 2018. On the other hand, the aggregation methodology, which the Ministry of
Economy and Finance used prior to Decree 1218, does include intra-governmental debt in the calculation of total
public debt. By changing the method of calculating total public debt from an aggregation methodology to a
consolidation methodology, Decree 1218 effectively eliminated certain types of debt from the calculation and, by
extension, reduced the amount of total public debt taken into account for purposes of the 40% public debt to GDP
ceiling.
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Because the consolidation methodology did not take into account intra-governmental debt in the calculation
of public debt to GDP ratio, Decree 1218 enabled the Republic to incur more public debt than investors may have
anticipated before the signing of Decree 1218, when Ecuador calculated the total debt for the purpose of the 40%
public debt to GDP ratio ceiling using the aggregation methodology.

The change in methodology for the calculation of the debt ceiling, and the implementation of Decree 1218,
were subject to review as part of the Special Audit undertaken by the Office of the Comptroller General, as more
fully described in “The Republic of Ecuador — Form of Government — Review and Audit by the Office of the
Comptroller General”. Since the Office of the Comptroller General issued its CGR Audit Report and prior to the
publication of the April 2019 Debt Bulletin, the Ministry of Economy and Finance had only been releasing public
debt to GDP ratio information applying the aggregation methodology. On October 15, 2018, President Moreno
issued Decree 537 repealing Decree 1218 in its entirety, which became effective on October 30, 2018, see “Public
Debt—Methodology for Calculating the Public Debt to GDP Ratio.”

Following the recommendations made by the Office of the Comptroller General in the CGR Audit Report,
on June 21, 2018, the National Assembly approved the Organic Law for Productive Development (submitted by
President Moreno), which became effective on August 21, 2018, which among other things, provides certainty as to
the nature of certain activities as contingent liabilities for purposes of the calculation of the debt to GDP ratio, see
“Public Debt—Organic Law for Productive Development, Investment, Employment and Fiscal Stability”, and
provides that for the period from 2018 to 2021 and until the public debt reaches a level below the public debt ceiling
of 40% of GDP, such public debt ceiling will not apply. This new law provides that for the period from 2018 to
2021, a fiscal stability plan will be implemented by the Ministry of Economy and Finance. The new law sets forth
that in each subsequent fiscal year after the period from 2018 to 2021, the General State Budget must be presented
with a fiscal program aimed at reducing over time the amount of total public debt relative to GDP, until it reaches a
level below the 40% debt to GDP ratio.

The new law also mandated that the Ministry of Economy and Finance issue within 90 days from August
21, 2018, a new regulation implementing a new accounting methodology, to be in accordance with article 123 of the
Public Planning and Finance Code (as amended), internationally accepted standards and best practices for the
registration and disclosure of public debt.

On November 19, 2018, the Ministry of Economy and Finance issued the Regulation Implementing the
Public Debt to GDP Ratio Calculation Methodology setting out the New Methodology, which provides that the
calculation of the public debt to GDP ratio is to be based on total public debt as published in the official aggregate
financial statements and the latest nominal GDP as published by the Central Bank. The New Methodology defines
total public debt as the sum of the public debt incurred by the entities comprising the public sector and adds certain
debt instruments to the calculation of public debt that were not previously included, including oil presales, see
“Public Debt—Methodology for Calculating the Public Debt to GDP Ratio.” The April 2019 Debt Bulletin was the
first report on public debt issued that followed the New Methodology. The Regulation Implementing the Public
Debt to GDP Ratio Calculation Methodology provides that by November 14, 2019, the Ministry of Economy and
Finance will be required to publish public debt figures calculated using the New Methodology going back to
October 2010. Once these past public debt figures are published using the New Methodology, those numbers may
vary from the public debt figures presented in this Supplement for the comparable period which were calculated
based on the old methodology.

On December 20, 2018, the Regulation to the Organic Law for Productive Development became effective
amending, among others, article 133 of the Rules to the Public Planning and Finance Code to provide that the
Ministry of Economy and Finance will produce both aggregated and consolidated financial statements of the public
debt for the public sector, the non-financial public sector and the central government in a period of no more than 60
days after the end of each month. These amendments also provide that in establishing the total amount of public
debt, the Ministry of Economy and Finance will consider the aggregate public debt/GDP indicator of the entities
constituting the public sector. This indicator will be calculated and projected based on the public debt aggregate
statements, at least for the final balances, for the following four years. Among other provisions, the regulation
provides guidance for calculating the debt to GDP ratio for these purposes, as well as for reducing the balance of the
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public debt below 40% and for ensuring that the balance of the public debt does not exceed 40% of GDP after it has
been reduced.

Starting with its April 2019 Debt Bulletin, the Ministry of Economy and Finance releases public aggregate
and consolidated debt figures under the New Methodology. According to the June 2019 Debt Bulletin, the
aggregate public debt to GDP ratio as of June 30, 2019 was 51.23%, a 5.13% increase compared to a 46.10%
aggregate public debt to GDP ratio as of June 30, 2018 under the prior methodology. In the same bulletin, the
Ministry of Economy and Finance also disclosed public aggregate and consolidated debt figures under the New
Methodology for the three months prior to April 2019. Under the New Methodology, the aggregate public debt to
GDP ratio as of January 31, 2019, February 28, 2019, March 31, 2019, April 30, 2019, and May 31, 2019, were,
respectively, 51.14%, 50.72%, 51.34%, 51.13% and 51.05%. These correspond to respective increases as compared
to the aggregate public debt to GDP ratio under the prior methodology of 4.61%, 4.28%, 4.41%, 4.35% and 4.08%.
While the waivers for the debt ceiling may reduce the near-term likelihood that the Republic will need to seek an
exemption from the National Assembly in order to incur more debt, the interests of the Noteholders could be
materially affected to the extent that the waiver results in the incurrence of additional public debt.

Ecuador faces challenges in its ability to access external financing.

Ecuador may have to rely in part on additional financing from the domestic and international capital
markets in order to meet its future expenses. Given the fluctuations in Ecuador’s level of International Reserves in
the last few years its ability to obtain diverse sources of international funding has become increasingly important.
See “Public Sector Finances—Overview—Fiscal Policy.” Since the U.S. dollar is legal tender of Ecuador, the level
of International Reserves may not be an indicator of its ability to meet current account payments as would be the
case in an economy where the dollar is not legal tender.

In 2008, the CAIC issued a report that made a number of findings regarding the legitimacy of Ecuador’s
debt obligations (including the 2012 and 2030 Notes), in particular relating to concerns involving the public
assumption of private debt, appropriate authorizations, sovereign immunity, and the relevant economic terms of the
debt obligations incurred. See also “Risk Factors—Risk Factors Relating to Ecuador—Ecuador has defaulted on its
sovereign debt obligations in the past, in particular its obligations under the 2012 and 2030 Notes.” Following the
report in 2008, Ecuador defaulted on its payments for the 2012 and 2030 Notes in the aggregate amount, as of
February 2009, of approximately U.S.$157 million in interest and U.S.$3,200 million in principal. Ecuador invited
holders of the 2012 and 2030 Notes to participate in two tender offers in April 2009 and November 2009 which
resulted in the tender of 93.22% of the 2012 and 2030 Notes. Although some holders continue to hold the defaulted
2012 and 2030 Notes, Ecuador has successfully repurchased additional 2012 and 2030 Notes from remaining
holders from 2009 onwards. As of the date hereof, the total aggregate amount of outstanding principal on the 2012
and 2030 Notes is U.S.$52 million, which represents 1.6% of the original aggregate principal amount of the 2012
and 2030 Notes. For more information, see “Public Debt—Debt Obligations—2012 and 2030 Notes and tender
offer.” Given the history of defaults, and more recently, defaults with respect to the 2012 and 2030 Notes as a result
of the CAIC determining that the notes were issued illegally, Ecuador may not be able access external financing on
favorable terms. For further information regarding the external debt payment record of Ecuador and the history of
defaults, see “Public Debt—Debt Obligations.”

The ability of Ecuador to counter external shocks through economic policy is limited.

Ecuador instituted the Dollarization Program in 2000, replacing the Ecuadorian sucre with the U.S. dollar.
Due to the current market conditions, Ecuador may be at risk if it cannot export sufficient goods to receive
additional U.S. dollars, as it has no ability to mint currency. In addition, due to the Dollarization Program, the
ability of Ecuador and/or the Central Bank to adjust monetary policy and interest rates in order to influence
macroeconomic trends in the economy is limited. The total income from its exports and remittances needs to
outweigh the total cost of its imports. The disruptions currently experienced in the financial markets have led to
reduced liquidity and increased credit risk premiums for certain market participants and have resulted in a reduction
in available financing. Furthermore, by law, Ecuador’s oil revenues can only be used to finance infrastructure
projects and its ability to use these revenues to address other sectors or fiscal policy in general is limited.
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Accordingly, Ecuador’s ability to use the tools of monetary policy to correct external shocks to the economy may be
limited. See also “Risk Factors—Risk Factors Relating to Ecuador—The Office of the Comptroller General has
issued a report with conclusions from its audit to the Republic's internal and external debt.”

The Government could fail to implement its policy plans as presented to the IMF.

On March 11, 2019, the executive board of the IMF approved a U.S.$4,200 million arrangement under the
IMF’s Extended Fund Facility for Ecuador, enabling the disbursement of U.S.$652 million on March 13, 2019, and
the subsequent disbursement of U.S.$251 million on July 2, 2019. The Republic presented a Memorandum of
Economic and Financial Policies to the IMF outlining the Government’s policy plan over the next three years, the
implementation of which the IMF will monitor and review on a quarterly basis by means of certain performance
criteria, targets and benchmarks, see “Public Debt—IMF’s Extended Fund Facility.” Failure by the Republic to
successfully implement said policy plan and meet the performance criteria, targets and benchmarks could delay or
prevent future disbursements, which could in turn negatively affect the Republic’s ability to meet its other domestic
and international debt obligations, including the 2023 Notes and 2026 Notes.

21



USE OF PROCEEDS

The Additional Notes are being issued to be transferred to CS (defined in “The Republic of Ecuador—
Public Debt—CS Repo Transaction” below) in consideration for: (1) the return to the Republic of the CS Reopened
Notes which will be subsequently cancelled by the Republic, and (2) the periodic return to the Republic of interest
amounts payable on the Additional Notes in accordance with the October 2018 CS-Ecuador Repurchase Agreement.
For more information regarding the terms of the October 2018 CS-Ecuador Repurchase Agreement, see “The
Republic of Ecuador—Public Debt—CS Repo Transaction.”

In accordance with the terms of the October 2018 CS-Ecuador Repurchase Agreement, there are no cash

proceeds for this offering; instead, the offering represents the substitution of the Additional Notes for the equivalent
value of prior securities issued by the Republic.
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THE REPUBLIC OF ECUADOR
Territory, Population and Society

Ecuador is one of the smallest countries in South America, covering an area of approximately 99,054
square miles (256,549 square kilometers). Located on the north-western coast of the continent, it shares a 950-mile
border with Peru to the south and the east, a 373-mile border with Colombia to the north, and a 1,452-mile coastline
to the Pacific Ocean to the west.

Ecuador encompasses a wide range of geographic areas and climates, including the Pacific coastal plains,
the Sierra (consisting of the Andean highland region), the Oriente (characterized by the Amazonian tropical rain
forest) and the Galapagos Islands region located in the Pacific Ocean approximately 600 miles from the coast. The
Republic is traversed by the equator and lies entirely in the north and south tropical zones. The country’s regional
climates vary depending on altitude. The climate is tropical in the Pacific coastal plains and the Oriente,
predominantly temperate in the Sierra, and maritime in the Galapagos Islands.

Ecuador has several active volcanoes, some of which have shown increased activity in the past several
years. When it occurs, the irregular El Nifio climatic phenomenon has caused heavy rains, landslides, widespread
flooding and hotter temperatures across Ecuador. In 2012, forest fires occurred in many areas of Ecuador. The
Pichincha province on the outskirts of Quito was particularly affected.

On October 26, 1998, Ecuador and Peru signed a comprehensive peace agreement that ended a long-
standing territorial dispute concerning territory in the Oriente region. Although the territorial conflict spanned more
than a century, the treaty ended multiple hostile encounters between the two governments over the course of the
previous four years. As a result of this treaty, the two countries presented joint plans for the development of
infrastructure and commerce in the border region.

On March 1, 2008, Colombian forces raided a camp of the Fuerzas Armadas Revolucionarias de Colombia
(“Revolutionary Armed Forces of Colombia” or “FARC”), which was located in Ecuadorian territory. This led to
the death of FARC’s leader, Ratil Reyes. Despite some brief tensions that resulted in the end of diplomatic relations
with Colombia, the restoration of diplomatic relations between both countries was announced in November of 2010
by the then presidents of Ecuador and Colombia, Rafael Correa and Juan Manuel Santos, respectively, during the
UNASUR summit in Guyana.

According to projections based on the 2010 census conducted by the INEC, in 2019, the total population of
Ecuador is approximately 17.3 million. Approximately 49.4% of the population live in the Pacific coastal plains,
44.8% live in the Andean highlands, 5.4% in the Oriente and 0.2% in the Galapagos Islands. From 2001 to 2010,
the population grew at an average annual rate of 1.9%, down from 2.05% between 1990 and 2001. Approximately
63.8% of the population is urban. Quito, the country’s capital, is the largest city with 2.69 million inhabitants and is
located in the highlands at 2,850 meters above sea level. Guayaquil, which is located on the coast, is the second
largest city and it has a population of 2.67 million. Cuenca is the third largest city with 0.61 million inhabitants, and
is also located in the Andean highlands. Spanish is the official language, while Quechua and Shuar are considered
official languages for intercultural relations.

Historically, Ecuador has been a Catholic country and while the country remains predominantly Catholic,
evangelical Christianity has become increasingly popular.
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The following chart sets forth certain demographic characteristics for Ecuador in the time period specified:

Demographic Characteristics

2014 2015 2016 2017 2018 2019
Total population (million) 16.0 16.3 16.5 16.7 17.0 17.3
Female (%) 50.5 50.5 50.5 50.5 50.5 50.5
Male (%) 495 495 495 495 45.5 495
Urban (%) 63.3 63.4 63.6 63.7 63.8 63.9
Rural (%) 36.7 36.6 36.4 36.3 36.2 36.1
Functional age groups (%)
Child (0-14) 31.1 30.7 30.3 29.9 29.5 29.1
Adult (15-64) 62.2 62.5 62.8 63.1 63.3 63.6
Elderly (65+) 6.7 6.8 6.9 7.0 72 74
Demographic Indicators
Average Annual Growth (%) 1.6 1.6 1.5 1.6 1.5 1.4
Birth Rate (per thousand) 18.1 17.7 16.5 172 n/a n/a
Infant Mortality Rate (per 1,000 live births) ........c......... 8.5 8.9 9.2 9.7 n/a n/a
Fertility Rate (per woman) 2.6 2.5 2.5 n/a n/a n/a
Average Life Expectancy (age)”
Female 78.8 79.1 79.3 79.5 n/a n/a
Male 732 73.4 73.7 73.9 n/a n/a
Overall 76.0 76.2 76.5 76.7 n/a n/a

Source: Based on data from INEC. 2018 and 2019 figures based on INEC projections.
(1) Figures for 2018 and 2019 of Birth Rate (per thousand) and Average Life Expectancy (age) are not yet available.

The following table sets forth certain comparative information for Ecuador relative to certain countries in
South America, Central America and the United States:

Selected Comparative Social Statistics

United

Ecuador Bolivia Paraguay Honduras  Guatemala Costa Rica States
Average life expectancy™..................... 77.1 69.8 77.6 713 71.8 78.9 80.1
Adult literacy rate®.......... . 94.4% 92.5% 94.7% 89.0% 81.3% n/a n/a
Mean years of schooling®.................... 10.13® 9.7 8.5 6.5 6.4 8.6 134
Population below poverty line™.......... 24.5%% 38.6% 22.2% 29.6% 59.3% 21.7% 15.1

Source: Ecuador data based on INEC projections and remaining country data based on World Bank data (last accessed online in May 2019)
unless otherwise indicated.
(1) Based on data from Central Intelligence Agency; The World Fact book.
(2) Based on data from UNESCO (last accessed online in May 2019). Latest available data for Bolivia is from 2015, for Guatemala, from
2014; for the other countries, from 2016.
(3) Based on data from INEC as of December 2016.
(4) Based on data from INEC as of June 2018.
(5) In Ecuador, as of December 2018, the poverty line was U.S.$84.79/month, per capita. Data for Bolivia is based on the international
standard of U.S.$2/day. Latest available data for Honduras, Guatemala and Costa Rica is from 2014; for the United States, from 2010;
for the other countries, from 2015.

Pedernales Earthquake

Ecuador is located in an active seismic area where the risk of an earthquake or tremors is high. On April 16,
2016, the Pedernales Earthquake, a 7.8 magnitude earthquake, struck the northern coast of Ecuador above the
convergent boundary where the Nazca tectonic plate subducts beneath the South American tectonic plate. Ecuador has
a history of serious earthquakes relating to this convergent boundary, with seven earthquakes with a magnitude of
seven or higher occurring in this zone since 1900.

The epicenter of the Pedernales Earthquake was located between the provinces of Esmeraldas and Manabi
and approximately 110 miles from Quito. According to situation bulletin Number 65 published by the Secretary of
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Risk Management, as of May 16, 2016, the number of fatalities from the Pedernales Earthquake had risen to 661,
while 6,274 people sustained injuries, 28,678 people and 7,356 families remained in shelters, 18,663 buildings
sustained damage and 808 schools sustained damage or remained under investigation. On April 17, 2016, former
President Correa issued executive decree No. 1001, declaring a state of emergency in the provinces of Esmeraldas,
Manabi, Santa Elena, Santo Domingo de los Tséchilas, Los Rios and Guayas due to the negative impact of the natural
disaster.

Significant aftershocks followed the initial earthquake, including eight aftershocks with a magnitude above
six on the Richter scale. While the damage from aftershocks occurring in the five week period following the
earthquake was minimal, aftershocks of 6.8, and 6.7 magnitudes which occurred on May 18, 2016 led to one fatality
and left an additional 85 people injured.

On October 5, 2017, the Committee for Reconstruction and Productive Recovery reported to President
Moreno that as of September 15, 2017, the budget to reconstruct the infrastructure damaged by the Pedernales
Earthquake was approximately U.S.$2,805 million, out of which U.S.$1,419 million had already been used towards
reconstruction efforts. As of July 31, 2019, the total assigned budget to reconstruct the infrastructure damaged by the
Pedernales Earthquake was approximately U.S.$2,943.6 million out of which U.S.$1,979.6 million had already been
used towards reconstruction efforts. An evaluation conducted by the National Secretary of Planning and
Development, INEC and various ministries estimates that, without taking into account the cost of reconstruction,
damage from the earthquake had an impact of -0.7% on the growth of Ecuador’s GDP in 2016, and, as of December
2016, an impact of -9.8% on the growth of GDP in Manabi, the province in which 95% of the damages caused by the
earthquake are concentrated. In response to the earthquake, former President Correa empowered the Ministry of
Economy and Finance to reallocate public funds, other than those allocated toward health and education, toward
reconstruction efforts through Article 3 of executive decree No. 1001 and proposed a series of measures to help
finance reconstruction pursuant to his authority under Articles 120 and 140 of the 2008 Constitution.

On May 20, 2016, the Law of Solidarity was published and became effective. The Law of Solidarity
includes the following measures:

® increasing the value added tax (“VAT”) by 2% (from 12% to 14%) for one year starting June 1%, 2016,
of which an additional 2% may be refunded if payments are made with electronic money (i.e. a 4%
VAT reimbursement applies in payments made with electronic money). On June 1, 2017, the rate
returned to 12%;

® a one-time contribution by natural persons equal to 0.9% of an individual’s total assets for individuals
whose total assets exceed U.S.$1 million;

® aone-time contribution by corporations equal to 3% of their 2015 taxable income; and

e a one-time yearly contribution of a day’s salary for those earning between U.S.$1,000 and U.S.$2,000
a month; a two-times yearly contribution of a day’s salary for those earning between U.S.$2,000 and
U.S.$3,000 a month; a three-times yearly contribution of a day’s salary for those earning between
U.S.$3,000 and U.S.$4,000 a month; a four-times yearly contribution of a day’s salary for those
earning between U.S.$4,000 and U.S.$5,000 a month; a five-times yearly contribution of a day’s salary
for those earning between U.S.$5,000 and U.S.$7,500 a month; a six-times yearly contribution of a
day’s salary for those earning between U.S.$7,500 and U.S.$12,000 a month; a seven-times yearly
contribution of a day’s salary for those earning between U.S.$12,000 and U.S.$20,000 a month; and an
eight-times yearly contribution of a day’s salary for those earning more than U.S.$20,000 a month.
People providing services or domiciled in the province of Manabi, canton Muisne and other affected
districts of the province of Esmeraldas, and citizens of other provinces that would have been
economically affected, according to the conditions established by the Internal Revenue Service, are
exempt from making this contribution.
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On February 21, 2019, the Law of Solidarity was amended by the Organic Law Reforming the Organic
Code of Production, Trade and Investment, and the Organic Law of Solidarity. For further information on the
amendments to the Law of Solidarity, see “The Ecuadorian Economy—Economic and Social Policies—Organic
Law Reforming the Organic Code of Production, Trade and Investment, and the Organic Law of Solidarity.”

Contingent credit lines with the IDB and the International Bank for Reconstruction and Development
(“IBRD”) totaled U.S.$229 million, credit lines with several international organizations totaled U.S.$513 million,
including a U.S.$69 million loan from the World Bank, and other financings included a U.S.$100 million loan with
Corporacion Andina de Fomento (“CAF”). Additionally, on July 8, 2016, the IMF approved a U.S.$364 million
facility to help Ecuador meet costs related to damages to infrastructure, housing, and agriculture caused by the
Pedernales Earthquake. The IMF disbursed the U.S.$364 million loan in a single, upfront disbursement with no
conditionality. As of the date of this Supplement, contingent credit lines with the IDB and the IBRD have expired.

To date, six sources of financing have been used to address relief and restoration efforts in relation to the
Pedernales Earthquake, the General State Budget, proceeds from the Law of Solidarity, contingent lines of credit,
other types of credit, national and international donations and a debt exchange between Ecuador and Spain. On
August 15, 2016, Fausto Herrera, former Minister of Finance, allocated U.S.$888 million for immediate attention to
relief and restoration efforts in relation to the Pedernales Earthquake.

The Office of the Comptroller General has conducted special audits on the distribution of resources for
relief and restoration efforts in relation to the Pedernales Earthquake, in some of which the Office of the Comptroller
General identified certain irregularities in the process of providing such resources.

Historical Background

Until 1553, what is now Ecuador formed part of the northern Inca Empire. Under Spanish rule, Ecuador
became a seat of the Spanish colonial government in 1563 and part of the Viceroyalty of New Granada in 1717. The
territories of the Viceroyalty (New Granada (Colombia), Venezuela and Quito) gained their independence between
1819 and 1822 and formed a federation known as Gran Colombia. Quito withdrew from the Gran Colombia
federation in 1830, and formed what was then known as the “Republic of the Equator.”

The next 150 years were marked by domestic political instability and international border conflicts.
Particularly, after the withdrawal from Gran Colombia, Ecuador saw a power struggle between conservatives from
Quito and liberals from Guayaquil. Internationally, between 1904 and 1942, Ecuador lost territories in a series of
conflicts with its neighbors, including a war with Peru in 1941.

After World War II, Ecuador saw periods of democratic rule juxtaposed with military dictatorships.
Despite this instability, Ecuador’s banana industry boomed in the 1950s as it became one of the largest exporters of
the fruit in the world. In the 1970s, the discovery of new petroleum fields in the eastern provinces transformed
Ecuador into a producer of oil and made oil the Republic’s most important export commodity. The rise in oil
exports fueled economic growth and brought sharp increases to spending and employment, financed mainly by
external borrowing and oil revenues.

Although Ecuador marked 25 years of civilian governance in 2004, the period was marked by political
instability. Protests in Quito contributed to the mid-term ouster of three of Ecuador’s last four democratically
elected Presidents. On April 2, 2017, Lenin Moreno was elected as Correa’s successor. President Moreno assumed
the post of President of Ecuador on May 24, 2017 with Jorge Glas as vice president for a four-year term.

Form of Government
Ecuador is a republic, with powers divided among five branches of government: executive, legislative,
judicial, transparency and social control, and electoral branches. The 2008 Constitution provides for concurrent

four-year terms of office for the President, vice president, and members of the National Assembly. Presidents and
legislators may be re-elected immediately. Citizens must be at least 16 years of age to vote.

26



The President is the head of Government and head of state, and is elected by direct popular vote for a four-
year term. The President’s duties include the enforcement of the Constitution, the establishment of economic, trade
and foreign policy, and the enforcement of domestic law and order. The President is also commander-in-chief of the
armed forces and appoints ministers and heads the Government’s cabinet. Former President Correa came into office
in January 2007 under the previous Constitution, was re-elected in general elections held in February 2013, and
finished his second term under the 2008 Constitution on May 23, 2017. President Moreno assumed the post of
President of Ecuador on May 24, 2017 with Jorge Glas as vice president for a four-year term. On October 31, 2017,
President Moreno was expelled from his post of president of the Alianza PAIS party by certain officials of the
party’s national directorate. The party’s ethics committee suspended the officials behind this attempt for six months.
Additionally, the Tribunal de Garantias Penales de la Unidad Judicial de Quitumbe (the “Tribunal of Penal
Safeguards of the Quitumbe Judicial Unit”) issued an injunction rendering the expulsion of President Moreno as
president from his party without effect. On December 3, 2017, officials in favor of President Moreno’s expulsion as
president of the party held a convention unauthorized by officials in support of President Moreno appointing a new
directorate of the Alianza PAIS party and conducted without representatives of the CNE. On January 15, 2018, the
Tribunal Contencioso Electoral (the “Electoral Dispute Settlement Court”) rejected the legitimacy of the directorate
of the Alianza PAIS party composed on December 3, 2017 by officials in favor of President Moreno’s expulsion
ratifying the legitimacy of the Alianza PAIS party composed by officials supporting President Moreno.

The 2008 Constitution establishes a single chamber national assembly elected through direct popular vote
for a four-year period. The National Assembly has 137 representatives, of which 15 are elected at the national level,
two are elected per province, one additional provincial representative for every 200,000 inhabitants above 150,000
per province threshold, and six for Ecuadorians living abroad.

On February 19, 2017, the 2017 Election was held with eight candidates to replace former President Rafael
Correa who served for 10 years. Lenin Moreno of former President Correa’s Alianza PAIS party came in first with
39.36% of the vote and Guillermo Lasso of the CREO - SUMA party, came in second with 28.09% of the vote. A
congressional election was also held on February 19, 2017 with Alianza PAIS preserving control of the legislative
assembly by winning the majority of seats with 74 seats. CREO-SUMA won 28 seats and PSC won 15 seats. Since
no candidate gained an outright victory of 50% of the vote or at least 40% of the vote with an additional ten points
of advantage over the candidate in second place for the presidential election, a run-off election between President
Moreno and Mr. Lasso was held on April 2, 2017. President Moreno won with 51.16% of the vote. The CNE
declared President Moreno president elect on April 4, 2017. Both the OAS and the UNASUR monitored the
elections and recognized the transparency of the electoral process and the election results. On April 13, 2017, CNE
approved the recount of approximately 11.2% of the total ballots cast in the run-off election due to a claim of alleged
inconsistencies by CREO-SUMA and Alianza PAIS. On April 18, CNE broadcast a live recount of the ballots
subject to the claim. International observers, political delegates of Alianza PAIS and representatives of social
organizations monitored the recount. The recount ratified President Moreno as the winner of the run-off election
with 51.16% of the votes. President Moreno assumed the presidency on May 24, 2017 with Jorge Glas as vice
president for a four-year term. After the election, President Moreno stated, in light of Ecuador’s economic climate,
that Ecuador’s priority is to push for economic and social development through generating employment, equality
and social justice, eradicating extreme poverty and reducing inequality while maintaining dollarization.

On May 23, 2017, President Moreno announced the members of his cabinet, composed of 23 ministers, 12
secretaries and 8 managers and directors of state-owned companies. President Moreno named Carlos Alberto de la
Torre Mufioz as the Minister of Finance, Pablo José Campana Sdenz as the Minister of Foreign Trade and Verénica
Artola Jarrin as General Manager of the Central Bank. President Moreno’s cabinet included former ministers under
former President Correa’s cabinet such as the Minister of Education, the Minister of Health and the Minister of the
Interior.

On May 24, 2017, President Moreno merged the Ministerio de Coordinacion y Politica Economica (the
“Ministry of Coordination and Economic Politics”) and the Ministerio de Finanzas (the “Finance Ministry””) which
became the Ministry of Economy and Finance. President Moreno abolished the following coordinating ministries
by executive decree: the Secretaria del Buen Vivir (the “Secretariat for the National Development”), the Secretaria
Nacional de la Administracion (the “National Secretariat of Administration”), the Ministerio de Coordinacion de la
Produccion, Empleo y Competitividad (the “Ministry for the Coordination of Production, Employment and
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Competitiveness”), the Ministerio de Sectores Estratégicos (the “Ministry of Strategic Sectors”), the Ministerio de
Seguridad (the “Ministry of Security”) and the Ministerio del Conocimiento y Talento Humano (the “Ministry of
Knowledge and Human Talent”). In the executive decree, President Moreno established that the coordination for
the planning, formulation and implementation of the policy, programs and projects of the ministries and entities that
form part of the sectorial councils, corresponding to the abolished coordinating ministries, will be assumed by the
Consejero de Gobierno (the “Government Counselor”) or the Minister designated by the President, who will act as
president and coordinator of the respective sectorial council and whose responsibilities will be determined by the
President. Once the Ministry of Strategic Sectors was abolished, each respective ministry formerly under its
oversight assumed those functions of the Ministry of Strategic Sectors within the scope of each ministry. President
Moreno created the Ministry of Aquaculture, separating these activities from what was formerly known as the
Ministry of Agriculture, Livestock, Aquaculture and Fishing, as well as the Secretaria Técnica del Programa de
Toda una Vida (the “Technical Secretariat for Affordable Housing, Development and Youth Employment”).

In addition, during his inaugural presidential speech and based on his party’s platform, President Moreno
set forth the following plans for his administration formalized on September 22, 2017, through the National
Development Plan approved by the Consejo Nacional de Planificacion (the “National Council for Planning”):

e guarantee a dignified life with equal opportunities for all persons through attaining certain goals by
2021, including reducing extreme poverty measured by income from 8.7% to 3%, increasing the number
of individuals between ages 18 to 29 with a high school diploma from 63% to 65% and reducing the rate
of juvenile unemployment for those between ages 18 and 29 from 10.4% to 8.39%;

e affirm interculturality and plurinationality, placing greater value on diverse identities with the goal of
increasing the percentage of the indigenous population that speaks their native tongue from 67.8% to
79% by 2021;

e guarantee the rights of current and future generations to access nature including maintaining 16% of the
national territory under environmental conservation or environmental care by 2021;

e implement a sustainable social and economic system based on solidarity and strengthen dollarization
including increasing the number of microcredit loans and decreasing the non-financial public sector
deficit by 2021;

® incentivize productivity and competitiveness for sustainable economic growth in a manner that is based
on solidarity and redistribution including the pursuit of certain goals to be realized by 2021, for example
increasing exports of agricultural and agribusiness products by 33%, increasing the generation of energy
though renewable energy resources from 60% to 90% and increasing savings of combustibles through
the optimization of the generation of electric and efficient energy;

e develop productive capacities to accomplish food sovereignty and integral rural development including
reducing the incidence of poverty measured by income in rural areas from 38.2% to 31.9% by 2021;

® incentivize a participatory society with a Government close to the citizenry including increasing the
index of perception of the quality of public services from 6.6 to 9 by 2021;

e promote transparency and joint responsibility for social ethics including improving the index of
perception regarding corruption and transparency in the public and private sectors; and

e guarantee peace and sovereignty and strategically position Ecuador in the region and in the world with
the goal to eliminate mine pollution in border geographic areas by 2021.

On July 28, 2017, President Moreno set forth the following plans for immediate execution:
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e promote legislation intended to foster and improve the construction sector by revising the Law to
Eliminate Speculation on Land Values and Tax Fixing in order to disincentive price speculation in real
estate;

® incentivize investment and foreign exchange income through a bill that allows repatriation of capital
belonging to those who hold capital abroad;

e encourage the use of electronic money in coordination with the national financial system;

® in line with austerity measures, optimize the use of national resources mainly in the hiring of personnel,
consulting, publicity, vehicles and travel; and

e channel public investment towards efforts that are strictly necessary.

On June 22, 2017, through executive decree No. 50, President Moreno created the Production and Taxation
Advisory Council which is headed by the Ministry of Industry and Productivity and establishes a dialogue between
the public and private sectors. The Production and Taxation Advisory Council has an executive committee (the
“Advisory Council Executive Committee”) in charge of channeling and evaluating the proposals and
recommendations developed through dialogue. Six delegates of the executive branch and six delegates of the
private and economic and solidarity sectors, the latter of which is composed of the cooperative, associative and
community organizations, form the Advisory Council Executive Committee.

Pursuant to Article 149 of the 2008 Constitution, the vice president performs all functions assigned to the
post by the President. On August 3, 2017, President Moreno relieved vice president Glas of his official duties
pursuant to Decree 100. As part of the revocation of functions assigned to the then vice president Glas under Decree
9, Decree 100 removed the then vice president Glas as member and official in charge of the Sectorial Council of
Production, withdrew his duties to coordinate the execution of policies and projects of the productive sector as
developed by ministries, secretariats and other member entities of the Sectorial Council of Production and removed
the then vice president Glas as member and chair of the Committee for Reconstruction and Productive Recovery in
the zones affected by the Pedernales Earthquake. Additionally, Decree 100 removed the then vice president Glas as
member of the Advisory Council Executive Committee and also repealed all norms of equal or lower priority to an
executive decree assigning functions to the then vice president Glas. Otherwise, Mr. Glas then retained the post of
vice president. The then vice president Glas was subject to an investigation for allegedly accepting bribes from
Odebrecht, a Brazilian conglomerate consisting of diversified businesses in the fields of engineering, construction,
chemicals and petrochemicals. Odebrecht admitted as part of its plea agreement with the U.S. Department of Justice
that it made and caused to be made more than U.S.$33.5 million in corrupt payments to government officials in
Ecuador and intermediaries working on their behalf between 2007 and 2016. On September 28, 2017, Ecuador’s
Attorney General presented charges related to allegations of corruption in Ecuador involving Odebrecht. The
charges were presented to Ecuador’s highest court, the National Court of Justice and included the former vice
president, among others. The National Court of Justice decreed that the former vice president was not allowed to
leave Ecuador. On October 2, 2017, the National Court of Justice decreed the preventive detention of the former
vice president and ordered a freeze of his bank accounts. On October 4, 2017, President Moreno appointed the
Minister of Urban and Housing Development, Maria Alejandra Vicufia Mufioz, as interim vice president. On
October 16, 2017, Mr. Glas filed for recusal of the judge overseeing the investigation which led to the postponement
of the conclusion of the investigation until the motion for recusal has been resolved. Mr. Glas’ motion for recusal of
the judge overseeing his case was denied. On November 10, 2017, Ecuador’s Attorney General accused the former
vice president of unlawful association related to Odebrecht. On November 14, 2017, the National Justice Court
ordered the trial of the former vice president for unlawful association related to Odebrecht and subsequently held the
first hearing where the parties presented their opening arguments on November 24, 2017. On December 8, 2017,
hearings for this trial concluded. On December 13, 2017, the former vice president Glas received a six-year prison
sentence in connection with the unlawful association investigation related to Odebrecht. The former vice president
appealed this sentence. On June 8, 2018, the National Court of Justice denied the former vice president’s appeal.
After confirmation that the former vice president could no longer retain his post as vice president on January 6,
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2018, the National Assembly elected Maria Alejandra Vicufia Muiloz as the vice president of Ecuador until 2021.
Separate from the judicial proceeding, on November 7, 2017, certain legislators submitted a request to the
Investigative Commission to initiate a political trial (impeachment) against the former vice president. On January 7,
2018, the Investigative Commission terminated the political proceedings against the former vice president
concluding that it did not have the authority to impeach a former political office-holder.

On December 3, 2018, President Moreno relieved vice president Maria Alejandra Vicufia Mufioz of her
official duties amidst an undergoing corruption scandal that spurred a criminal investigation into her vice presidency.
Secretary of the Presidency, José Augusto Briones, was temporarily assigned the duties of the office of the vice
president. The day after, on December 4, 2018, the vice president resigned her post. On December 6, 2018, a
shortlist of three candidates proposed by the President was submitted to the National Assembly. On December 11,
2018, the National Assembly appointed economist Otto Ramoén Sonnenholzner Sper as the new vice president of
Ecuador.

On August 7, 2017, President Moreno announced the implementation of austerity measures, including that
real property owned by the public company “Inmobiliar” would be offered for sale and the proceeds invested in the
“Casa para Todos” project (the “Housing for All Project”) to generate employment and grant access to housing to
the poorest families in the country. The Housing for All Project includes the construction of 325,000 houses
between 2017 and 2021 out of which 191,000 will be granted to the public free of cost and 134,000 will be financed
at a low cost. Construction of housing under the Housing for All Project is expected to generate more than 136,000
jobs. Following his announcement, on September 1, 2017, President Moreno issued a decree (the “Austerity
Decree”) establishing new optimization and austerity measures focusing on the reduction of labor, goods and
services costs. As part of the measures for the reduction of labor costs, the Austerity Decree imposes, among others,
a hiring freeze for Government employees, the unification of the salary scales of all public employees (with a 10%
reduction in the salary of those with monthly salaries between U.S.$2,368 and U.S.$6,261), the creation of a pool of
workers that may be reassigned to other public entities and a limitation on overtime wages. Additionally, as part of
the measures for the reduction of expenditure in goods and services, the Austerity Decree imposes, among others, a
prioritization of hiring local workers, the sale of luxury vehicles, a restriction on the purchase of new vehicles, a
limitation on travel expenses and the sale of unproductive real property.

On October 2, 2017, President Moreno presented the following questions to the Constitutional Court for its
pronouncement about the constitutionality of the subjects addressed in the questions with the intention of submitting

the questions to a national referendum to be convened by the CNE:

e  whether those convicted of corruption related offenses should lose their political rights and whether their
property should be confiscated;

e whether an election should be held to replace the current members of the Consejo de Participacion
Ciudadana y Control Social (the “National Council for Citizen Participation and Social Control”);

e whether to reverse the recent constitutional amendment which allows indefinite reelection, instead
limiting officials to a single reelection to the same office;

e  whether to eliminate the Law to Eliminate Speculation and Tax Fixing;

e  whether to reduce the area in the Yasuni national park under oil exploitation and add 50,000 hectares to
the protected area in this park;

e whether to prohibit metal mining in urban and protected areas; and

e whether the statute of limitations should be eliminated for sexual abuse crimes against children and
adolescents.

The presidency of the Republic provided additional background on the first question above and stated that
the question contemplates whether public servants or public officials convicted of corruption should not only lose
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their political rights but also whether the companies linked to these cases should be banned from further contracting
with the Republic if found responsible. Arguing that the Constitutional Court failed to respond within the time period
stipulated by law, President Moreno issued decrees No. 229 and No. 230 on November 29, 2017, directing the
National Electoral Council to convene a plebiscite in which Ecuadorians would vote on the abovementioned questions.
Executive decree No. 229 addresses the first, second, third, sixth and seventh questions and executive decree No. 230
addresses the fourth and fifth questions. On December 7, 2017, the National Electoral Council scheduled the national
referendum and popular consultation for February 4, 2018. On January 3, 2018, the campaign period for the
referendum and popular consultation began. The National Electoral Council selected 40 organizations for the
campaign, 36 of which promoted the “YES” vote and 4 of which promoted the “NO” vote in relation to some or all of
the questions. The results of the vote were published on February 14, 2018 with the “YES” being the most voted
option for all of the questions. The votes in favor of questions 1 through 7 of the total votes validly cast were 73.71%,
64.20%, 63.08%, 73.53%, 68.62%, 63.10% and 67.31%, respectively.

For further information on laws that were passed as a result of the national referendum and popular
consultation, see “The Ecuadorian Economy—Economic and Social Policies—Organic Law Repealing the Organic
Law to Eliminate Speculation on Land Values and Tax Fixing”, “The Ecuadorian Economy—Economic and Social
Policies—Organic Law Reforming the Organic Law of the Council for Citizen Participation and Social Control”,

and “The Ecuadorian Economy—Economic and Social Policies—The 2008 Constitution.”

On October 11, 2017, President Moreno announced a number of economic measures intended to reactivate
the economy, protect dollarization and finance social programs. As a result, on November 29, 2017, the National
Assembly approved the Ley Orgdnica para la Reactivacion de la Economia, Fortalecimiento de la Dolarizacion y
Modernizacion de la Gestion Financiera (the “Organic Law for the Reactivation of the Economy, Strengthening of
Dollarization and Modernization of Financial Management”). On December 11, 2017, President Moreno partially
objected to the passing of the law. On December 29, 2017, the law was published and became effective after
undergoing certain amendments pursuant to President Moreno’s objection. Some of the main measures included in
this law are:

e tax incentive measures intended to benefit microenterprises, small businesses, cooperatives, and
associations;

e an increase of 3% to the corporate income tax, with corporations that were subject to a 22% tax rate now
subject to a 25% tax rate;

e clectronic means of payment will be managed by entities of the private financial system with the
objective of effectively substituting physical money;

e the elimination of income tax for the first U.S.$11,290 of the income of small enterprises;

e the elimination of income tax for new microenterprises for the first three years from the date they begin
generating operating income;

e the elimination of the land tax;
e the simplification of the procedure to domicile foreign companies to Ecuador; and
e an extension of the prohibition to execute foreign judgments on property located in Ecuadorian territory
when those judgments arise from extrajudicial documents for foreclosures of mortgage loans granted
abroad.
On April 2, 2018, President Moreno presented an economic plan to (i) stabilize Ecuador’s fiscal profile, (ii)
restructure and reduce the size of the Government and enact institutional austerity measures, (iii) increase exports

and sustain dollarization, and (iv) stimulate the economy through measures strengthening the private sector. This
plan includes, among other measures, the merging of certain Ministries.
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On August 21, 2018, President Moreno announced a series of austerity measures as part of the new Plan of
Prosperity, the main purpose of which is to reduce government spending by U.S. $1.3 billion annually and increase
revenue generation, in order to reach primary fiscal balance and a global fiscal balance below 1% by 2021. The
Plan of Prosperity focuses on (i) fiscal responsibility and public sector, (ii) support for low-income Ecuadorians, and
(iii) Central Bank reform. Under the fiscal responsibility and public sector prong, the Plan of Prosperity seeks to (a)
reduce the number of government agencies through mergers and closures, (b) reduce government spending on
transportation and security of senior officials, (c) reduce public procurement to a minimum, with increased
transparency and control, (d) implement, together with the assistance of the Andean Development Corporation and
the Inter-American Development Bank, a corporate reform with respect to state-owned companies including
privatizations, mergers and liquidations, as well as internal changes in public-sector companies to align salaries to
those of private sector employees, (e) update the country’s legal and institutional framework for public-private
partnerships to include major infrastructure projects, (f) continue to enhance Ecuador’s credibility in the
international capital and financial markets, as well as increase access to funding sources and improve the country’s
debt profile, (g) maintain the current oil output target of 700,000 bpd and further invest in the mining sector, and (h)
continue to analyze the allocation of fuel subsidies.

With a portion of the savings derived from the measures discussed above, President Moreno aims to expand
social services to over 103,000 families in need of financial support, and has also designed a U.S.$1.3 billion credit
plan to provide funding for small enterprises such as crafts, small industries, agriculture and construction.

The third prong of the Plan of Prosperity relates to the reform and strengthening of the Central Bank in
order to create a reliable and robust monetary authority, with sufficient assets to provide liquidity for economic
growth. This reform will include a plan for the full repayment of government debts owed to the Central Bank within
the next five years, as well as an exchange, for domestic bonds, of certain illiquid shares in public-sector banks that
were previously transferred to the Central Bank in lieu of repayment.

On April 19, 2018, by executive decree, President Moreno merged the Ministerio de Educacion (the
“Ministry of Education”), the Ministerio de Deporte (the “Ministry of Sport”) and the Instituto de Idiomas, Ciencias
y Saberes Ancestrales (the “Institute of Languages, Sciences and Ancestral Knowledge”) which became the
Ministerio de Educacion y Deportes (the “Ministry of Education and Sports”). A 90-day period was established for
the implementation of this merger. On June 14, 2018, by executive decree, President Moreno rendered the merging
of the Ministry of Education and Sports without effect. Instead, the Ministry of Education merged with the Institute
of Languages, Sciences and Ancestral Knowledge to become the Ministry of Education, and converted the Ministry
of Sports into the Secretaria del Deporte (the “Secretariat of Sports”).

On May 15, 2018, by executive decree, President Moreno merged the Ministerio de Hidrocarburos (the
“Ministry of Hydrocarbons”), the Ministerio de Electricidad y Energia Renovable (the “Ministry of Electricity and
Renewable Energy*), the Ministerio de Mineria (the “Ministry of Mining”) and the Secretaria de Hidrocarburos
(the “Secretariat of Hydrocarbons™) to become the Ministerio de Energia y Recursos Naturales No Renovables (the
“Ministry of Energy and Non-Renewable Natural Resources”). A 90-day period was established for the
implementation of the merger. On August 8, 2018, President Moreno issued decree No. 471 extending the term for
the implementation of the merger until September 14, 2018. The merger was implemented in September 2018. On
September 20, 2018, by executive decree No. 517, President Moreno confirmed Carlos Pérez in his post as Minister
of Energy and Non-Renewable Natural Resources.

On August 21, 2018, President Moreno announced a new round of austerity measures, which include a
further reduction in the number of Ministries, to 20 from 40 when he became president. The Ministerio de
Industrias y Productividad (the “Ministry of Industries and Productivity”) was merged with the Ministerio de
Comercio Exterior e Inversiones (the “Ministry of Foreign Trade and Investments”), the Ministerio de Justicia
(“Ministry of Justice”) and the Secretaria de Gestion de Riesgos (“Secretariat for Risk-Management”) were merged
with the Ministerio de Defensa (“Ministry of Defense”), the Secretaria del Agua (“Secretariat for Water”) was
merged with the Ministerio del Ambiente (“Ministry of the Environment”), and the Servicio Nacional de Aduanas
(“National Customs Service”), will be merged with the Servicio de Rentas Internas (“Internal Revenue Service”).
Additionally, the Instituto Espacial Ecuatoriano (“Ecuadorian Space Institute”), the Secretaria Técnica del Comité
Nacional de Limites Internos (“Secretariat for Internal Boundaries™) and the Secretaria Nacional de Comunicacion
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(“National Secretariat of Communication”) were eliminated. These measures were implemented through several
executive decrees, as described below.

On August 23, 2018, the Consejo de Participacion Ciudadana y Control Social Transitorio (the
“Transitional Citizen Participation and Social Control Council”) resolved to prematurely end the tenure of all
justices of the Constitutional Court based on alleged irregularities in their appointment and lack of judicial
independence and impartiality, and declared a 60-day recess period from the day of approval of the rules that would
be followed to appoint the new members of the Court. The Transitional Citizen Participation and Social Control
Council finished conducting public evaluations and examinations on 23 candidates in January 2019, of which the
nine candidates with the highest scores were appointed to the Court on February 5, 2019. Members of the
Constitutional Court are appointed for a nine-year period.

On September 20, 2018, by executive decree No. 520, President Moreno merged the Ministry of Foreign
Trade and Investments, the Ministry of Industries and Productivity and the Instituto de Promocion de Exportaciones
e Inversiones Extranjeras (the “Institute for the Promotion of Foreign Exports and Investments”) to become the
Ministerio de Produccion, Comercio Exterior e Inversiones (the “Ministry of Production, Foreign Trade and
Investment”). Additionally, the Ministerio de Acuacultura y Pesca (the “Ministry of Aquaculture and Fisheries™)
would be downsized to a secretariat within the Ministry of Production, Foreign Trade and Investment. A 60-day
period was established for the implementation of the merger and downsizing. However, on November 14, 2018, by
executive decree No. 559 derogating executive decree No. 520, President Moreno re-issued the order to merge the
abovementioned ministries into the new Ministry of Production, Foreign Trade and Investment, this time rendering
ineffective the downsizing of the Ministry of Aquaculture and Fisheries by instead merging it into the new ministry
and establishing a new 60-day period to complete the merger. This merger became effective in January 2019,
resulting in the Ministerio de Produccion, Comercio Exterior, Inversiones y Pesca (“Ministry of Production, Foreign
Trade, Investments and Fisheries.”). On January 11, 2019, by executive decree No. 636, President Moreno created
three vice ministries under the new Ministry of Production, Foreign Trade, Investments and Fisheries, one for each
of the three eliminated agencies, and designated Pablo Campana as the new Minister of Production, Foreign Trade,
Investment and Fisheries to oversee them.

President Moreno merged, by executive decrees dated September 21, 2018 and October 3, 2018, the
Ministry of the Environment and the Secretariat for Water, and downsized the Secretariat for Risk-Management and
the Secretaria de Inteligencia (“Secretariat of Intelligence”) to the Servicio Nacional de Gestion de Riesgos
(“National Service for Risk Management”) and the Centro de Inteligencia Estratégica (“Center of Strategic
Intelligence”), respectively. On October 11, 2018, by executive decree, President Moreno eliminated the National
Secretariat of Communication, delegating all its competencies to the Secretaria de Comunicacion de la Presidencia
(“Secretariat of Communication of the Presidency”).

Also on November 14, 2018, President Moreno decreed the transformation of the Ministerio de Justicia,
Derechos Humanos y Cultos (“Ministry of Justice, Human Rights and Religions”) into the Secretaria de Derechos
Humanos (“Secretariat for Human Rights”), the creation of the Servicio Nacional de Atencion Integral a Personas
Adultas Privadas de la Libertad y a Adolescentes Infractores (“National Service for Integral Assistance to Adults
Deprived of their Liberty and Young Offenders”), and the transfer of some of the Secretariat of Human Rights’
competencies to the National Service for Integral Assistance to Adults Deprived of their Liberty and Young
Offenders. As decreed by President Moreno in the executive decree No. 631 dated January 4, 2019, the
transformation became effective on January 14, 2019. The transfer of competencies to the National Service for
Integral Assistance to Adults Deprived of their Liberty and Young Offenders was completed by February 14, 2019.

For the second time in his presidency, on November 22, 2018, President Moreno requested his entire
cabinet to submit their resignation. On November 25, President Moreno ratified the Minister of Economy and
Finance, Richard Martinez, and the Minister of Foreign Affairs and Human Mobility, José Valencia. On December
3, 2018 President Moreno appointed seven new cabinet members including the new ministers of Education, Tourism,
and for the Environment, as well as four other Secretaries of State.

On December 21, 2018, President Moreno issued decree No. 619 eliminating the subsidy on certain types

of gasoline and diesel, consequently increasing their prices for consumers. On January 7, 2019, following
negotiations with representatives of the transportation sector, and in order to prevent a surge in general consumer
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prices, the Government agreed to keep in place the subsidy on automotive diesel. On January 12, 2019, the
Government agreed with the shrimp industry to establish a compensation system for shrimp producers to minimize
the effects of executive decree No. 619 on the shrimp sector.

On December 21, 2018, President Moreno issued decree No. 624 reducing by 10% and 5% the salaries of
high and mid-level government officials, respectively.

As part of the government’s efforts to restructure and optimize the country’s public sector under the
Prosperity Plan, on February 6, 2019 the Public Companies Coordinator Company requested from the country’s
public companies a plan to gradually reduce their payrolls by 10%, amounting to approximately 3,000 to 3,500
layoffs and approximately U.S.$60 million in annual savings. Corporacién Nacional de Telecomunicaciones (the
“National Telecommunications Corporation” or the “CNT”) and Petroecuador presented their plans to lay off 795
and 444 employees, respectively. On April 29, 2019, the CNT announced it had laid off approximately 700 of its
7,714 employees which it expects will result in U.S.$15 million in annual savings.

On March 13, 2019, the Ministerio de Trabajo (“Ministry of Employment”) revealed that between
December 2018 and February 2019, the government had laid off 11,820 employees in the public sector, of which
8,916 belonged to the executive branch, 207 to the judicial branch, 556 to the legislative branch, and the rest to other
public entities. Most of these layoffs consisted of employees under temporary or occasional employment contracts.

On March 28, 2019, President Moreno issued decree 709 (“Decree 709”) unwinding the merger of the
Secretariat for Water into the Ministry of the Environment, and assigning the Instituto de Meteorologia e Hidrologia
(the “Meteorology and Hydrology Institute) to the Secretariat for Water. On April 11, 2019, President Moreno
issued decree No. 714 (“Decree 714”) ordering the elimination of the Ecuadorian Space Institute within 90 days
from the date of the decree and the transfer of its rights, obligations, assets, liabilities and budgetary assignments to
the Instituto Geogrdfico Militar (the “Military Geographic Institute”).

On April 11, 2019, by executive decree No. 718 (“Decree 718”), President Moreno ordered the merger of
the Secretaria Nacional de Gestion de la Politica (“National Secretariat of Politics Management”) into the
Ministerio del Interior (“Ministry of the Interior”) which has become the Ministerio de Gobierno (“Ministry of
Government”).

On May 13, 2019, President Moreno issued decree No. 732 eliminating SENPLADES and replaced it with
the newly-formed Technical Secretariat for Planning, which secretariat is now responsible for across-the-board
national planning.

On July 3, 2019, President Moreno made changes to his cabinet by appointing six ministers and six
secretaries to the Ministry of Telecommunications, Ministry of Culture, Ministry of Education, Ministry of
Production, Foreign Trade, Investments and Fisheries, Ministry of Labor and the Secretariat of Human Rights,

among others.

The following table shows the composition of the National Assembly as of the date of this Supplement:
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Political Party Number of Members

Alianza PAIS 42
Fuerza EC 1
Independientes 6
Izquierda Democratica 1
Movimiento CREO 27
Movimiento SUMA 4
Movimientos Provinciales 4
Pachakutik

Partido Social Cristiano 16
Sociedad Patridtica

Other political groups 29
Total 137

Source: National Assembly.

Ecuador is administratively divided into 24 provinces and 221 municipalities. Each province is governed
by a prefect who is popularly elected. The Government also designates a governor for each province that
coordinates and administers the initiatives of the Government; while mayors, who are elected by popular vote,
govern municipalities. Each of the 24 provinces has a popularly elected provincial council headed by a prefect. A
municipal council is responsible for the government of each municipality. All provincial and municipal officials are
popularly elected to four-year terms. Provincial and municipal elections were held on March 24, 2019.

The judicial system consists of the National Court of Justice; Cortes Provinciales de Justicia (“Provincial
Courts of Justice”); and Tribunales Unidades Judiciales (“First Instance Courts”). The National Court of Justice is
composed of 21 judges appointed by the Consejo de la Judicatura (“Judiciary Council”), which is in charge of
regulating, administering and auditing the judicial branch. The Judiciary Council is comprised of nine standing
members with their respective alternates, who perform their duties for a six-year term of office and cannot be
reelected. The designation of the standing members of the Judiciary Council and their alternates takes place by a
competitive merit-based examination process, subject to citizen oversight. Issues relating to the 2008 Constitution,
including the modification or amendment thereof, are reserved to the Constitutional Court. The Constitutional Court
is composed of nine members who are selected by a commission composed of eight members appointed from the
various branches of government. Each member of the Constitutional Court is appointed to a nine-year term and may
be re-elected at the end of their term.

In addition, the 2008 Constitution recognizes the possibility for indigenous communities to exercise their
judicial authority in accordance with their traditions and their own sets of rules. The exercise of this authority must
comply, and must not conflict with, the rights set forth by the 2008 Constitution and by international treaties ratified
by the Republic.

The 2008 Constitution also creates two additional branches of government. La Funcion de Transparencia
y Control Social (the “Transparency and Social Control Branch”) is intended to serve as the auditor of the
Government and of private entities that contribute to the Republic’s general welfare. It is comprised of the Office of
the Comptroller General, the Counsel of Citizen Participation and Social Control, various superintendent
organizations including the Superintendencia de Bancos (“Superintendent of Banks”), and the Defensoria del
Pueblo (the “Public Defender”). The Counsel of Citizen Participation and Social Control appoints the chief
executive of each superintendent organization, Office of the Comptroller General, the Public Defender and the
Attorney General. It is also the entity principally responsible for corruption investigations and establishing citizens’
committees for public consultation prior to the enactment of laws according to the 2008 Constitution. The purpose
of these citizens’ committees is to increase citizen participation and involvement in the democratic process and
create an informed population who perform an active role in the enactment of laws.

The purpose of the Funcion Electoral (the “Electoral Branch”) is to provide oversight for the Republic’s

political parties and elections. The Electoral Branch is comprised of the National Electoral Council and the
Electoral Dispute Settlement Court. The National Electoral Council organizes and oversees elections to ensure
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transparency and compliance with election law, supervises the activities of political parties, and establishes a civil
registry. The Electoral Dispute Settlement Court hears and resolves, among others things, disputes regarding
campaign finance violations and settles election results appeals.

Review and Audit by the Office of the Comptroller General

Under the General Comptroller Law, the Office of the Comptroller General has the authority to examine
the use of public resources by both public and private institutions. Following the amendment to the 2008
Constitution on December 21, 2015, the Office of the Comptroller General does not have the authority to audit the
management of public resources under principles of effectiveness, efficiency and economy (auditoria de gestion),
but it may still conduct a legality, financial and/or administrative audit. More specifically, according to Article 19 of
the General Comptroller Law, the Office of the Comptroller General has the authority to carry out special audits to
verify limited aspects of governmental activities under these parameters.

In July 2017, the Office of the Comptroller General headed by Dr. Pablo Celi announced pursuant to
Acuerdo 024-CG-2017 its intention to conduct a special audit on the legality, sources and uses of all the internal and
external debt of the Republic incurred between January 2012 and May 2017, as authorized by Ecuadorian law to
examine acts of public entities. The Office of the Comptroller General previously, in 2015 and 2017, audited all of
the Republic’s internal and external debt borrowed or issued through 2015 and found no illegalities in the process of
borrowing or issuing debt. The review included, among others, the Ministry of Economy and Finance, the Central
Bank and SENPLADES. The Special Audit was carried out by the Production, Environment and Finance Audit
Department of the Office of the Comptroller General, and was led by a Supervisory Auditor. Acuerdo 024-CG-2017
also provided that the Office of the Comptroller General could obtain specialized technical advice, in accordance
with Article 89 of the General Comptroller Law, and provided for the establishment by invitation of a citizen
oversight commission composed of nationally recognized professionals to participate in different stages of the
special audit, a possibility not expressly regulated by law.

On January 8, 2018, the Comptroller General announced the creation of the Citizen Oversight Commission
composed of Ecuadorian professionals, including former high level public officials such as a former vice president
of the Republic, two former Comptrollers General, and a former Minister of Economy and Finance, to observe the
procedures and methodology relating to the Republic’s incurrence of debt from January 2012 through May 2017.
The Comptroller General indicated that, “the observers will be able to look into the findings, conclusions and
recommendations” and “contribute with their technical criteria, specialized opinions, analytical perspective and even
with complementary information.” The Office of the Comptroller General also declared that the Citizen Oversight
Commission does not replace the Comptroller General in its functions and powers, and that its findings will not be
binding; rather it is intended that the participation of the Citizen Oversight Commission will promote transparency.

In relation to the Special Audit and the creation of the Citizen Oversight Commission, the Office of the
Presidency issued a press release, on January 10, 2018, indicating that the Government “ratifies its respect for the
independence and autonomy of the different entities and of control bodies of the State” and that the decision to set
up an ad-hoc oversight organization to participate in the Special Audit being conducted by the Office of the
Comptroller General on the Special Audit will be conducted “within the constitutional, legal and current regulations
to guarantee its legality and objectivity.” Also, the Office of the Presidency reiterated that the Republic has “the
political will and the financial capacity to guarantee the strict compliance with all its international financial
commitments under the terms and conditions on which they were contracted.”

The Special Audit concluded on April 6, 2018, when the Office of the Comptroller General issued its CGR
Audit Report including: (i) conclusions of the Special Audit conducted; and (ii) recommendations regarding actions
related to specific contracts or methodologies (according to the law, these recommendations are mandatory for
public entities and cannot be challenged). The Special Audit did not result in the annulment of previous acts, or the
invalidation of existing contracts, which may only occur with judicial intervention in a proceeding initiated before
Ecuadorian courts.

The CGR Audit Report concluded that certain rules that defined the methodology to calculate public debt

were replaced with laws and regulations that allowed for discretion in the application and use of certain concepts
related to public debt and, specifically, that the amounts of advance payments pursuant to certain commercial

36



agreements providing for the advance payment of a portion of the purchase price of future oil deliveries should have
been categorized as public debt and included in the calculation of the public debt to GDP ratio. The CGR Audit
Report also concluded that Decree 1218 of 2016 established a methodology for the calculation of public debt in
relation to GDP (based on the total consolidated public debt methodology set out in the Manual of Public Finance
Statistics of the IMF) which was not consistent with Article 123 of the Public Planning and Finance Code and
deviated from the practice of using the aggregation of public debt methodology for the purpose of establishing
whether the public debt to GDP ceiling of 40% had been exceeded. Consequently, Decree 1218 allowed the
Government to enter into certain debt transactions without obtaining the prior approval of the National Assembly
despite the fact that, according to the Office of the Comptroller General, the total public debt to GDP ratio would
have exceeded the 40% limit established in Article 124 of the Public Planning and Finance Code had Decree 1218
not been in place.

The CGR Audit Report also set forth some conclusions and recommendations regarding certain inter-
institutional agreements between the Ministry of Economy and Finance and Petroecuador, and found deficiencies in
the filing of debt documentation; the implementation of the agreed joint office for the management and monitoring
of certain credit agreements between the Ministry of Economy and Finance and China Development Bank; and, the
confidential nature of certain finance documents relating to public debt.

On April 9, 2018, during the presentation of the CGR Audit Report to the public, the Office of the
Comptroller General announced that the Special Audit resulted in indications of: (i) administrative liability of
certain public officials, which may lead to the dismissal of those officials; (ii) civil liability of certain current or
former public officials, which may lead to fines if those officials acted in breach of their duties; and (iii) criminal
liability of certain former or current public officials. Civil and administrative indications of liability are reviewed by
the Office of the Comptroller General. If the Office of the Comptroller General finds that such former or current
officials acted in breach of their duties, it will issue a resolution determining civil and/or administrative liability. A
final resolution from the Office of the Comptroller General may be appealed to the district administrative courts.

In April 2018, the Office of the Comptroller General delivered to the Office of the Prosecutor General a
report regarding the indications of criminal liability of certain former or current public officials. Based on that
report, the Office of the Prosecutor General initiated a preliminary criminal investigation against former President
Correa, three former Ministers of Finance and another seven former or current public officials of the Ministry of
Economy and Finance. During the preliminary criminal investigation phase, which may last up to two years, the
Office of the Prosecutor General will review evidence to determine if a crime has been committed. Once the
preliminary investigation is completed, the Office of the Prosecutor General may request the competent judge to
hold an indictment hearing with respect to any of the officials currently under investigation. If a judge determines
that there are grounds for an indictment, a 90-day period will commence in which the Office of the Prosecutor
General will conclude its investigation and issue a final report. The final report will be presented before the criminal
court but the alleged offenders will not be found guilty unless, after trial, the offenders are found to be criminally
liable.

The CGR Audit Report recommended that, in order to reconcile amounts comprising public debt, the
Public Planning and Finance Code should be amended and Decree 1218 should be repealed with respect to the
calculation of the total public debt to GDP ratio to ascertain the actual value of total public debt and determine if that
amount exceeded the 40% debt to GDP ratio set out in Article 124 of the Public Planning and Finance Code.
Following these recommendations, on June 21, 2018, the National Assembly passed the Organic Law for Productive
Development which became effective on August 21, 2018, which expressly confirms that certain activities and
instruments are considered a contingent liability, and therefore are not included in the calculation of the total public
debt to GDP ratio, and provides that for the period from 2018 to 2021 and until the public debt reaches a level below
the public debt ceiling of 40% of GDP, such public debt ceiling will not apply. This new law provides that for the
period from 2018 to 2021, a fiscal stability plan will be implemented by the Ministry of Economy and Finance. The
new law sets forth that in each subsequent fiscal year after the period from 2018 to 2021, the General State Budget
must be presented with a fiscal program aimed at reducing over time the amount of total public debt relative to GDP,
until it reaches a level below the 40% debt to GDP ratio. The new law also mandated that the Ministry of Economy
and Finance issue within 90 days from August 21, 2018, a new regulation implementing a new accounting
methodology, to be in accordance with article 123 of the Public Planning and Finance Code (as amended),
internationally accepted standards and best practices for the registration and disclosure of public debt, see “Public
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Debt—Organic Law for Productive Development, Investment, Employment and Fiscal Stability.” On October 15,
2018, President Moreno issued Decree 537 repealing Decree 1218 in its entirety, which became effective on October
30, 2018, see “Public Debt—Methodology for Calculating the Public Debt to GDP Ratio”.

On November 19, 2018, the Ministry of Economy and Finance issued the Regulation Implementing the
Public Debt to GDP Ratio Calculation Methodology setting out the New Methodology, which provides that the
calculation of the public debt to GDP ratio is to be based on total public debt as published in the official aggregate
financial statements and the latest nominal GDP as published by the Central Bank. The New Methodology defines
total public debt as the sum of the public debt incurred by the entities comprising the public sector and adds certain
debt instruments to the calculation of public debt that were not previously included, including oil presales, see
“Public Debt—Methodology for Calculating the Public Debt to GDP Ratio.” The April 2019 Debt Bulletin was the
first report on public debt issued that followed the New Methodology. The Regulation Implementing the Public Debt
to GDP Ratio Calculation Methodology provides that by November 14, 2019, the Ministry of Economy and Finance
will be required to publish public debt figures calculated using the New Methodology going back to October
2010. Once these past public debt figures are published using the New Methodology, those numbers may vary from
the public debt figures presented in this Supplement for the comparable period which were calculated based on the
old methodology.

On December 20, 2018, the Regulation to the Organic Law for Productive Development became effective
amending, among others, article 133 of the Rules to the Public Planning and Finance Code to provide that the
Ministry of Economy and Finance will produce both aggregated and consolidated financial statements of the public
debt for the public sector, the non-financial public sector and the central government in a period of no more than 60
days after the end of each month. These amendments also provide that in establishing the total amount of public
debt, the Ministry of Economy and Finance will consider the aggregate public debt/GDP indicator of the entities
constituting the public sector. This indicator will be calculated and projected based on the public debt aggregate
statements, at least for the final balances, for the following four years. Among other provisions, the regulation
provides guidance for calculating the debt to GDP ratio for these purposes, as well as for reducing the balance of the
public debt below 40% and for ensuring that the balance of the public debt does not exceed 40% of GDP after it has
been reduced, see “Public Debt—Organic Law for Productive Development, Investment, Employment and Fiscal
Stability.”

The Office of the Comptroller General had previously conducted audits, in 2015 and 2017, of all internal
and external debt issued between 2009 and 2015 without finding any illegalities in the process of borrowing or
issuing debt.

The Special Audit has resulted in additional audits, including: (i) an examination finalized in July 2018,
regarding the issuance, placement and payment of CETES by the Republic; and (ii) five ongoing examinations,
including an examination of the contracts with service providers (including lawyers, banks, financial agents and
other firms) involved in public debt transactions; an examination regarding the GSI Loan Facility, the Gold
Derivative Transaction and the Bond Derivative Transaction, see “Public Debt—GSI Loan Facility;” an examination
regarding the Republic’s use of shares of public banks to pay the Central Bank of Ecuador; an examination on the
entry, registration and use of funds from oil presale contracts; and a follow-up examination on the application of the
recommendations under the CGR Audit Report.

The special examination of the process of issuance, placement and payment of CETES by the Republic
between January 1, 2016 and December 31, 2017 concluded with the CGR CETES Report. The CGR CETES
Report concluded that: (i) CETES were renewed and placed for periods longer than the 360-day period allowed by
the Public Planning and Financing Code; (ii) CETES were delivered as payment instruments to pay debts, contrary
to their purpose of being used to obtain resources to finance deficiencies in the fiscal accounts; and (iii) CETES
were delivered to the Central Bank of Ecuador in exchange for other internal debt instruments already due, contrary
to the nature of the CETES of being used to obtain resources to finance deficiencies in the fiscal accounts. In the
CGR CETES Report, the Office of the Comptroller General recommended partially repealing Decree 1218 so that
short-term securities with a term of “less than 360 days” are excluded from the calculation of the total public debt,
instead of short-term securities with a term of “up to 360 days” as it was set forth in Decree 1218. Pursuant to
Decree 537, Decree 1218 was repealed in its entirety on October 30, 2018, when Decree 537 was published, see
“Public Debt— Methodology for Calculating the Public Debt to GDP Ratio.” On July 4, 2018, the Office of the
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Comptroller General delivered to the Office of the Prosecutor General a report with findings of criminal liability in
respect of former President Correa, former Ministers of Economy and Finance and former general managers of the
Central Bank of Ecuador, among others. Once the Office of the Prosecutor General completes the preliminary
criminal investigation, which may last up to two years, it may request an indictment hearing with respect to any of
the officials currently under investigation. If a judge determines that there are grounds for an indictment, the Office
of the Prosecutor General will conclude its investigation and issue a final report within 90 days to the criminal court.
Following their indictment, the court will hold a hearing to call the alleged offenders to trial. The alleged offenders
will not be considered criminally liable unless and until the court determines, after a trial, that the offenders are
criminally liable.

Any series of notes issued by the Republic (including the Additional Notes) and any other financing
transactions could in the future be subject to the review of the Office of the Comptroller General within its powers
granted by Ecuadorian law to examine acts of public entities.

Since President Moreno was elected, certain personnel changes have taken place in the Ministry of
Economy and Finance. Carlos de la Torre served as Minister of Economy and Finance between May 24, 2017 and
March 6, 2018 when he resigned and was replaced by Maria Elsa Viteri. On May 14, 2018, Maria Elsa Viteri was
replaced by Richard Martinez, the then Chairman of the Ecuadorian Business Committee as the new Minister of
Economy and Finance of Ecuador. On May 16, 2018, Mr. Martinez stated that his agenda contains three general
action items: (i) adjusting the public finances without affecting social programs; (ii) promoting public-private
partnerships; and (iii) honoring the current debts of the Republic while seeking other financing following the
recommendations in the CGR Audit Report.

Memberships in International Organizations and International Relations
International Organizations

Ecuador has diplomatic relations with approximately 105 countries, and is a member of a number of
international organizations, some of which include the United Nations, OPEC, the OAS, the World Health
Organization, the Community of Latin American and Caribbean States (“CELAC”) and UNASUR. On March 13,
2019, the Republic gave UNASUR formal notice of Ecuador’s application to terminate its membership in
UNASUR. Under the Republic’s constitution, the government’s decision to exit UNASUR requires approval by the
National Assembly. Under UNASUR’s constitutive treaty, the Republic’s exit will be binding six months after the
date of formal notice provided that the Republic’s internal approvals are satisfied. On March 22, 2019 President
Moreno met with other presidents of South America in Chile to discuss the creation of the Foro para el Progreso y
Desarrollo de América Latina (“Forum for Latin America’s Progress and Development” or “Prosur”), an initiative
by the Chilean and Colombian presidents for a new regional organization that would replace UNASUR.

In 2007, Ecuador rejoined OPEC as a full member after 15 years of absence, having left due to OPEC’s
membership fee and its increase in production quotas. Ecuador decided to rejoin OPEC due to benefits of the global
producer network and the access to information that OPEC provides to its members. In September 2014, Ecuador
joined OPEC’s Fund for International Development, a development fund to stimulate economic growth and alleviate
poverty in disadvantaged regions of the world.

On July 2, 2009, former President Correa issued a decree declaring that Ecuador was terminating its
agreement as a member of the ICSID. The decree stated that the ICSID Convention violated principles of
sovereignty enshrined in Article 422 of Ecuador’s 2008 Constitution, which provides the rules for submission to
arbitration proceedings by Ecuador as a sovereign. Notwithstanding the foregoing, Ecuador is a member of
UNCITRAL and is still a party to the New York Convention on the Recognition and Enforcement of Foreign
Arbitral Awards of 1958.

Ecuador continues to be a member of both the IMF and the World Bank. On July 8, 2016, the IMF
approved a U.S.$364 million facility to help Ecuador meet costs related to damages to infrastructure, housing, and
agriculture caused by the Pedernales Earthquake. The IMF disbursed the U.S.$364 million loan in a single, upfront
disbursement with no conditionality.
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On July 8, 2016, the Executive Board of the IMF concluded its annual Article IV consultation with
Ecuador. On September 2016, the IMF published a staff report completed on July 1, 2016, following discussions
with Government officials on economic developments and policies underpinning the IMF arrangement under the
IMF Rapid Financing Instrument. On November 2017, an IMF delegation comprised of the IMF’s Director of the
Western Hemisphere Department and the Mission Chief for Ecuador visited Quito to meet and discuss with
Government officials economic policies and priorities for the country. The Minister of Economy and Finance stated
that the meeting was not held to seek emergency funding from the IMF. From June 20 to July 4, 2018, an IMF
delegation under the leadership of Anna Ivanova had meetings to discuss economic developments with Government
officials as part of the annual Article IV consultation with Ecuador. The discussions concluded on July 4, 2018;
topics included technical support to authorities on the statistical presentation of debt, which is currently under
review after the CGR Audit Report recommended the repeal of Decree 1218 with respect to the calculation of the
total public debt to GDP ratio for purposes of being able to ascertain the actual value of total public debt and
determine if the latter has surpassed the legal limit of 40% debt to GDP set out in Article 124 of the Public Planning
and Finance Code. Based on the economic and financial information collected by the IMF mission and on the
discussions with Ecuadorian officials on the country’s economic developments and policies, the IMF staff prepared
an Article IV report which was presented for the IMF executive board’s consideration on March 11, 2019.

In a press release issued on July 5, 2018, the IMF mission team stated: “[t]he Ecuadorian authorities have
been taking important steps recently to strengthen fiscal institutions and re-establish a competitive private-sector
driven economy. The Organic Law for Productive Development approved by the National Assembly in June,
contains marked improvements in the fiscal policy framework that go in the right direction though further
refinements are possible. Efforts are also underway to increase fiscal transparency and adhere to international
accounting standards. On the competitiveness front, we are encouraged by the recently adopted measures aimed at
softening the rigidity of the labor market in some sectors, improving the legal framework for investors and
facilitating trade”; and “[t]he financial system appears sound; it is well-capitalized, with solid credit quality, and
high levels of liquidity. Private credit is still growing robustly albeit at a slower pace. The supervision of the
cooperatives should be strengthened though the sector doesn’t appear to represent systemic risks. Removing
barriers to effective financial intermediation, enhancing banks’ risk management, and improving oversight and
contingency planning could help fortify the system.”

On January 23, 2019, President Moreno and Christine Lagarde, Managing Director of the IMF, met at the
World Economic Forum in Davos, paving the way for potential IMF financing to help balance Ecuador’s budget and
reduce its fiscal deficit, with a view to reducing the country’s international debt over time. Ecuador emphasized that
any agreement would be compatible with the Government’s current economic agenda under the Plan of Prosperity.
The IMF praised Ecuador’s recent achievements in reducing its fiscal deficit.

On February 21, 2019, Ecuador and the IMF staff announced an agreement on a set of policies to underpin
a U.S.$4,200 million arrangement under the IMF’s Extended Fund Facility, subject to IMF Executive Board
approval. This arrangement is part of a broader effort of the international community that includes financial support
of approximately U.S.$6,000 million over the next three years from six other multilateral agencies and development
banks. As noted in the IMF’s press release dated February 21, 2019, “[t]he government’s plan is aimed at creating a
more dynamic, sustainable, and inclusive economy and is based on four key tenets; to boost competitiveness and job
creation; to protect the poor and most vulnerable; to strengthen fiscal sustainability and the institutional foundations
of Ecuador’s dollarization; and to improve transparency and strengthen the fight against corruption.”

The Ministry of Economy and Finance announced on February 21, 2019 that the staff-level agreements
reached with the IMF and other multilateral agencies and development banks project availability of up to
U.S.$10,279 million in financing over the next three years, with approximate amounts distributed as follows:
U.S.$4,200 million from the IMF; U.S.$1,800 million from the Development Bank of Latin America; U.S.$1,744
million from the World Bank; U.S.$1,717 million from the Inter-American Development Bank; U.S.$380 million
from the European Investment Bank; U.S.$280 million from the Latin American Reserve Fund; and, U.S.$150
million from the French Development Agency. The Ministry of Economy and Finance also announced that it is
expected that, of the entire amount, U.S.$4,600 million will be disbursed in 2019, U.S.$3,100 million in 2020, and
U.S.$2,500 million in 2021; and that disbursements of about U.S.$3,500 will be tied to specific projects.
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On March 1, 2019, Ecuador’s Minister of Economy and Finance and General Manager of the Central Bank
of Ecuador presented the IMF with a letter of intent (“Letter of Intent”), including a Memorandum of Economic and
Financial Policies and a Technical Memorandum of Understanding, outlining Ecuador’s economic outlook and
economic goals in connection with the request for a three-year extended arrangement under the IMF’s Extended
Fund Facility to support the Plan of Prosperity. In the Letter of Intent, the Minister and the General Manager
emphasized four pillars of the country’s current social and macroeconomic plan: (1) reconstruction and
strengthening of the institutional foundations of dollarization, (2) employment and growth generation through
increased competitiveness, (3) increasing equality of opportunities and protection of the poor and most vulnerable
segments of the population, and (4) guaranteeing a climate of transparency and good governance.

The Memorandum of Economic and Financial Policies attached to the Letter of Intent outlines the
Government’s policy plans for the coming three years. For more information on the measures that the Government
intends to implement, see “Public Debt—IMF’s Extended Fund Facility.”

On March 11, 2019, the executive board of the IMF approved the U.S.$4,200 million arrangement under
the IMF’s Extended Fund Facility for Ecuador, enabling the disbursement of U.S.$652 million. The arrangement
provides for an approximate 3% interest rate and a ten-year repayment plan (with a four-year grace period).
According to the IMF’s press release of March 11, 2019, “[t]he Ecuadorian authorities are implementing a
comprehensive reform program aimed at modernizing the economy and paving the way for strong, sustained, and
equitable growth. The authorities’ measures are geared towards strengthening the fiscal position and improving
competitiveness and by so doing help lessen vulnerabilities, put dollarization on a stronger footing, and, over time,
encourage growth and job creation.”

On March 11, 2019, the executive board of the IMF concluded its Article IV consultation with Ecuador,
and the IMF published its Article IV staff report.

The initial disbursement of U.S.$652 million under the IMF’s arrangement was made on March 13, 2019.
On June 28, 2019, the IMF’s Executive Board completed its first review of Ecuador’s economic performance under
Ecuador’s arrangement with the IMF under the Extended Fund Facility, which allowed Ecuador to draw U.S.$251
million from the facility on July 2, 2019. See “Public Debt—IMF’s Extended Fund Facility.”

Disbursements under the other staff-level agreements with multilateral agencies and development banks are
also subject to the approval of each organization’s executive board. Under these agreements, on May 24, 2019, and
on May 28, 2019, the Republic entered into two loans with the CAF for U.S.$300 million and U.S.$100 million,
respectively; on May 24, 2019, July 3, 2019, July 12, 2019 and July 23, 2019, the Republic entered into four loans
with the IDB for U.S.$500 million, U.S.$150 million, U.S.$93.9 million and US$300 million, respectively; and on
June 17, 2019 and July 22, 2019, the Republic entered into two loans with the IBRD for U.S.$500 million and
U.S.$350 million, respectively. In the following months, the Republic expects to enter into a U.S.$150 million loan
agreement with the French Development Agency and a U.S.$640 million loan with the Latin American Reserve
Fund. Separately, the World Bank has provided project level financing for several infrastructure, irrigation,
transport and sanitation projects. These projects include the Chimborazo Development Investment project in 2007
and the Quito Metro line project in 2012. In November 2018, the World Bank (through the IBRD) increased by
U.S.$230 million its financing for the Quito Metro line project. See “The Ecuadorian Economy—Strategic
Sectors—Transportation,” and “Monetary System—the Central Bank.”

On March 12, 2019, the Minister of Economy and Finance of Ecuador presented in Paris before the
Organization for Economic Co-operation and Development (the “OECD”) the Republic’s application to become
member of the organization’s Development Centre. As part of the agreed roadmap to become a member, the
Republic will become signatory to several OECD instruments on various subjects such as anti-bribery and foreign
investment, will participate in OECD’s regional program for Latin America and the Caribbean and will produce a
country-level so-called Multidimensional Assessment with emphasis on productivity. On May 21, 2019, Ecuador
officially became a member of the OECD Development Centre.
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Treaties and Other Bilateral Relationships

Since 1965, Ecuador has negotiated 30 bilateral investment treaties out of which 27 entered into force. The
treaties negotiated with Panama and Costa Rica were not executed. Ecuador negotiated a treaty with Russia which
Russia did not ratify. The bilateral investment treaty between Ecuador and Egypt terminated in 1995. Following the
entrance into force of its 1998 Constitution, Ecuador formally denounced nine treaties. Those entered into with
Uruguay, the Dominican Republic, Guatemala, El Salvador, Cuba, Nicaragua, Honduras, Paraguay and Romania are
no longer in force. In accordance with the 2008 Constitution, Ecuador rejected its bilateral investment treaty with
Finland.

In the first quarter of 2017, Ecuador was still a party to bilateral investment treaties with Argentina,
Bolivia, Canada, Chile, China, France, Germany, Spain, Italy, the Netherlands, Peru, Spain, Sweden, Switzerland,
the United Kingdom, the United States, and Venezuela. On May 3, 2017, the National Assembly rejected the
bilateral investment treaties with Argentina, Bolivia, Canada, Chile, China, Italy, the Netherlands, Peru, Spain,
Switzerland, the United States and Venezuela on the basis that these treaties favored private investors over the
interests of the Republic. This rejection initiated a process of withdrawal of Ecuador from these bilateral investment
treaties, although the negotiation of new bilateral investment treaties with certain of these countries is under
consideration. Investments made during the term of these treaties will still be subject to its protections despite
Ecuador’s withdrawal which could have an effect on prospective investments following withdrawal. Bilateral
investment treaties with the following countries have already either been terminated or expired: Cuba, the
Dominican Republic, El Salvador, Finland, Guatemala, Honduras, Nicaragua, Paraguay, Romania and Uruguay.

On May 8, 2017, the president of the Comision para la Auditoria Integral Ciudadana de los Tratados de
Proteccion Reciproca de Inversiones y del Sistema de Arbitraje en Materia de Inversiones (“CAITISA”) delivered
the final audit report on 27 bilateral investment treaties to former President Correa, which finalized a process
initiated in 2008. The audit report concluded that bilateral investment treaties are not useful for attracting foreign
direct investment, because Ecuador only received 0.79% of the global foreign direct investment that flowed to Latin
America and the Caribbean. The principal sources of foreign direct investment that flow into Ecuador are from
Brazil, Mexico and Panama, none of which have a bilateral investment treaty with Ecuador, and of the seven largest
foreign investors in Ecuador, only 23% come from a country which has a bilateral investment treaty with Ecuador.
The CAITISA report recommended that Ecuador should enter into agreements with direct investors on a case-by-
case basis, allowing more flexibility in regard to dispute resolution clauses, better protection for the Republic by
tailoring the definition of “investment” more appropriately to the specific circumstances and a new framework for
investors’ rights and obligations. In May, 2017, Ecuador formally denounced and terminated bilateral investment
treaties with Argentina, Bolivia, Canada, Chile, China, France, Germany, Italy, the Netherlands, Peru, Spain,
Sweden, Switzerland, the United Kingdom, the United States and Venezuela. However, those signed with Italy, the
Netherlands and Spain will remain in force until 2020, 2021 and 2022, respectively.

On March 8, 2018, Ecuador officially presented the new bilateral investment treaty model, which will serve
as the basis for future negotiations.

On December 12, 2014, representatives from Ecuador’s Ministry of Foreign Commerce signed a trade
agreement with the European Union for Ecuador’s accession to the Multiparty Trade Agreement entered into the
European Union and Colombia and Peru on June 26, 2012 (the “Multiparty Trade Agreement”). The agreement is
intended to provide expanded access to the European market for Ecuadorian exports and lower tariff duties on
European imports into the Ecuadorian market. As part of the agreement reached in 2014, Ecuador was allowed to
benefit from the European Union’s Generalized Scheme of Preferences Plus program until 2016 or until the trade
agreement was in place. This benefit allowed Ecuador to not pay tariffs on exports of Ecuadorian products into the
European Union.

On November 11, 2016, Ecuador signed the accession agreement to the Multiparty Trade Agreement with
the European Union Council. The trade agreement required the approval of each of the National Assembly, the
European Parliament, and the legislatures of the 28 European Union member countries in order to be effective. In
January 2017, both the European Union and Ecuador implemented the trade agreement on a provisional basis
pursuant to Article 3 of the European Council’s decision (EU) 2016/2039 with the exception of Articles 2, 202(1),
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291 and 292 of the trade agreement. For more information, see “Balance of Payments and Foreign Trade—Foreign
Trade—Trade Policy.”

The Fourth Meeting of Political Consultations between the European Union and Ecuador took place in
November 2017. At this meeting, the European Union and Ecuador discussed the status of political dialogue and of
their commercial and bilateral cooperation relationship, the current trade agreement, and human mobility, including
Ecuador’s interest in obtaining a waiver of the short-term visa in the Schengen area for Ecuadorian citizens.

On August 24, 2016, the Central Bank of Ecuador and the Central Bank of Iran (Bank Markazi Jomhouri
Islamic Iran) signed a memorandum of understanding and a banking and payment arrangement. The two documents
provide for mechanisms to set up accounts, netting of payments and other payment arrangements between the two
central banks to facilitate future payments of exports between Iran and Ecuador. A third document was signed by
the Agencia Ecuatoriana de Aseguramiento de Calidad del Agro de la Repiiblica del Ecuador (the “Agency for the
Quality Assurance of Agriculture of Ecuador”) and the Plant Protection Organization of the Islamic Republic of
Iran.

The document is a memorandum of understanding that establishes a framework for bilateral cooperation in
plant quarantine methods in accordance with the International Plant Protection Convention. Ecuador previously
entered into two other cooperative agreements with Iran. The first, signed in October 2011, is a memorandum of
understanding that establishes a framework for bilateral cooperation on health initiatives. The second, signed in
June 2012, is a commercial agreement that establishes a framework for any future commercial trade between Iran
and Ecuador.

On June 27, 2018, Mike Pence, the vice president of the United States, visited Ecuador as part of efforts to
reinvigorate the bilateral relationship between Ecuador and the United States. This visit follows several official
visits from the Ecuadorian Minister of Foreign Commerce and the Ecuadorian Minister of Economy and Finance to
the United States, as well as visits from the Undersecretary of State for Political Affairs, the Deputy Assistant
Secretary of Defense for Western Hemisphere Affairs and the Deputy Assistant Secretary in the Bureau of
Population, Refugees and Migration, each of the United States, to Ecuador. President Moreno and vice president
Pence expressed their intentions to bring a broad bilateral dialogue to further the bilateral agenda and to reactivate
the Investment and Commerce Council. They also discussed the importance of increasing the bilateral initiatives to
fight organized crime, drug trafficking, and violence, of facilitating bilateral investment and commerce, of
implementing close cooperation for mutual legal assistance and extraditions in the fight against corruption, tax
evasion and money laundering, and of a commitment to intensify the bilateral dialogue regarding consulate and
human mobility issues, including human trafficking.

On July 20, 2019, United States Secretary of State Mike Pompeo visited Ecuador as part of efforts to
continue reinvigorating the bilateral relationship between Ecuador and the United States. President Moreno and
Secretary Pompeo expressed their respective countries’ wishes to work closely on strengthening their commercial
relationship, to join efforts against corruption and the illicit drug trade, and to increase cooperation and collaboration
on security matters, including cybersecurity, and agreed to set in motion processes for enabling extradition in cases
involving corruption.

On July 4, 2018, Ecuador sent notes of protest to the governments of Bolivia and Venezuela regarding
certain declarations made by government officials of both nations about the order of preventive detention of the
former President Rafael Correa decreed by the National Court of Justice of Ecuador. This order was in connection
with the court proceeding over kidnapping and illicit association commenced by the former member of the
Ecuadorian National Assembly Fernando Balda against former President Rafael Correa. Ecuador called the
Ambassadors of those countries in Ecuador to meet to discuss their countries’ positions on the matter. Ecuador also
called its Ambassador to Bolivia for consultations regarding this matter. Subsequently, the Government declared the
Ambassador to Venezuela in Ecuador “persona non grata” and Ecuador’s Chargé d’ Affaires was recalled. As of the
date of this Supplement, Ecuador’s Ambassador to Venezuela remains in Ecuador and a Third Secretary in
Ecuador’s diplomatic rank is the highest ranking diplomat representing Venezuela.

Furthermore, on July 5, 2018, the National Assembly voted to approve a debate on the humanitarian crisis
in Venezuela which has resulted in an increase in the number of Venezuelan citizens entering Ecuador. According
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to the Ministry of Government, in 2018, 955,637 Venezuelan citizens entered Ecuador, and 801,851 exited Ecuador.
On August 4, 2018, the Ministry of Foreign Relations and Human Mobility, in coordination with the Ministries of
the Interior, Justice and Social and Economic Inclusion signed an inter-ministerial agreement in order to facilitate
the entry in Ecuador of undocumented minors.

On August 18, 2018, Ecuador published a requirement that in order for Venezuelan nationals to enter
Ecuador legally they have to carry a valid Passport, citing the unreliability of the cédulas (identity cards) and as a
reaction to the constant and increasing influx of Venezuelan immigrants. In response, the Defensor del Pueblo
(Ombudsman) filed for an injunction based on legal provisions that allow South American nationals to enter
Ecuador with their national identity cards, and the new requirement was suspended by the Judge who heard the case
for 45 days. On September 3, 2018, delegates of 13 Latin American countries and other representatives of
international organizations met in Quito with the purpose of exchanging information, criteria and good practices to
articulate a response to the constant and increasing influx of Venezuelan immigrants. The delegates of 11 of those
13 countries signed a declaration in which, among others measures, they agreed that Venezuelan nationals may enter
their countries legally by carrying a valid Passport, even if it is expired, or a legitimate cédula (identity card).

On January 23, 2019, President Moreno joined other heads of government around the world in recognizing
the President of the National Assembly of Venezuela, Juan Guaidd, as that country’s legitimate interim President.
On January 31, 2019, the National Assembly passed a resolution backing President Moreno’s recognition of Juan
Guaidé as interim President of Venezuela. On January 30, 2019 interim President Guaidé formally requested
diplomatic recognition of his appointed Ambassador to Ecuador, which the government of Ecuador granted on
February 7, 2019. On February 25, 2019 René de Sola Quintero gave his diplomatic credentials as Venezuela’s
Ambassador to Ecuador. On March 2, 2109, following an invitation by President Moreno, interim President Guaidé
made a formal visit to Ecuador and met with President Moreno.

On May 15, 2019, Ecuador, together with Peru and Colombia, signed a trade agreement with the United
Kingdom to preserve their mutual trade commitments should the United Kingdom exit the European Union as a
result of “Brexit.” With this trade agreement, the Republic and the United Kingdom intend to replicate their current
trade commitments under the Multiparty Trade Agreement with the European Union. This agreement will not enter
into force while the Multiparty Trade Agreement continues to apply to the United Kingdom.

On July 15, 2019, representatives of Ecuador and the United Kingdom signed a joint declaration in Quito
for the enhancement of bilateral relations between the two countries. The joint declaration highlighted the
aspirations of both countries to establish more frequent dialogue on regional and multilateral priorities and to work
more closely on shared issues. Both countries agreed to re-initiate conversations on a double-taxation treaty and
other means to promote trade and investment, and expressed their desire to work closely against corruption, to
increase scholarship opportunities for master degrees in the United Kingdom for Ecuadorian nationals, and to fight
ocean contamination and climate change within and beyond the framework of the Paris Agreement.

On July 25, 2019, President Moreno issued decree No. 826 (“Decree 826”) granting amnesty and creating
the mechanisms to grant a temporary residence visa for humanitarian reasons to all Venezuelans who as of that date
had entered Ecuador legally even if they had overstayed their permitted time to visit the country, provided that, as of
that date, they had not breached the laws of the Republic. Venezuelans who wish to enter Ecuador starting 30 days
after the decree comes into force will be required to possess either one such temporary residence visa for
humanitarian reasons or any other type of visas issued by the Republic.

Regional Organizations

Ecuador also maintains close ties with most of its neighboring countries and participates in several regional
arrangements to promote trade, investment and services. As a member of the Latin American Integration
Association (“ALADI”), a regional external trade association, Ecuador and the other signatories (Argentina, Bolivia,
Brazil, Chile, Colombia, Cuba, Ecuador, Mexico, Panama, Paraguay, Peru, Uruguay and Venezuela) have worked to
remove regional trade restrictions among member nations. Ecuador also forms part of the Comunidad Andina de
Naciones (“Community of Andean Nations”) along with Colombia, Peru and Bolivia. Among the organization’s
greatest achievements is the free flow of merchandise of Andean origin and the free mobility of member state
citizens. Ecuador was also a participant of the Alianza Bolivariana para los Pueblos de nuestra América Latina

44



(“ALBA”) along with Venezuela, Bolivia, Cuba, and other Caribbean nations until August 23, 2018, when Ecuador
announced its exit from ALBA. Ecuador is also linked to Mercosur (comprised of Argentina, Brazil, Paraguay,
Uruguay and Venezuela as party states), as an associate member and has been invited to participate as a full member
and is a member of CAF, who has helped Ecuador finance several transportation and infrastructure projects. In
November 2016, Ecuador entered into the Protocol of Accession of Ecuador to the Trade Agreement along with the
European Union, Colombia and Peru.

In 2008, Ecuador, along with eleven other nations (Argentina, Bolivia, Brazil, Colombia, Chile, Guyana,
Paraguay, Peru, Uruguay, Venezuela and Suriname) signed a treaty establishing the Union of South American
Nations. The organization’s General Secretariat has its permanent headquarters in the city of Quito, while its
Parliament will be located in the Bolivian city of Cochabamba. As of 2010, Ecuador forms part of the CELAC.
CELAC promotes the integration and development of Latin American nations.

Ecuador is a party to the United Nations Convention on Narcotic Drugs. Since 1990 the Consejo Nacional
de Control de Sustancias Estupefacientes y Psicotropicas (the “National Counsel for the Control of Narcotics and
Psychotropic Drugs® or “CONSEP”) has dictated policy against drug trafficking. In July 2013, pursuant to
CONSEP’s recommendation to decrease the illicit market for narcotics, the Ecuadorian penal code was reformed to
decriminalize certain amounts of narcotics, including marijuana and cocaine. In the same month, Ecuador
unilaterally rejected further benefits from preferential tariff program provided by the United States government
under the Andean Trade Promotion and Drug Eradication Act (the “ATP-DEA”). These benefits bestowed
preferential treatment to certain Ecuadorian products in exchange for the Republic’s efforts in combating drug
trafficking in Ecuador. The rejection of the tariff program ends tax-free treatment of approximately U.S.$223
million worth of goods exported by Ecuador into the U.S. per year. The rejection of the ATP-DEA benefits, as well
as the penal code reforms, reflect a change in Ecuador’s approach towards narcotics. According to CONSEP, this
change is a policy that “criminalizes the drug, but protects the rights of the addict.” The policy reflects the guideline
set by Article 364 of the 2008 Constitution, which defines addiction as a public health problem and states that
addicts must not be criminalized nor suffer an infringement of their rights due to their addictions. Ecuador and the
United States have started economic and strategic cooperation lines based on foreign investment, police
investigations, and the fight against drug trafficking. On April 25, 2018, both countries signed a memorandum of
understanding and a cooperation agreement authorizing the U.S. Drug Enforcement Administration and Immigration
Department to operate in Ecuador. During United States Secretary of State Mike Pompeo’s visit to Ecuador on July
20, 2019, Secretary Pompeo and President Moreno expressed in a joint declaration their respective countries’
intentions to join efforts against the illicit drug trade.

On October 16, 2018, Ecuador’s Comité de Comercio Exterior (“Committee on Foreign Trade”) issued a
favorable opinion for initiating negotiations for Ecuador to join the Alianza del Pacifico (“Pacific Alliance”), a
regional integration mechanism created by and currently composed of Mexico, Pert, Colombia and Chile, in which
Ecuador currently is an observer State. It was reported that negotiations with Ecuador, among others, would start
after the current round of negotiations with Canada, Singapore, Australia and New Zealand.
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THE ECUADORIAN ECONOMY
Gross Domestic Product

In 2014, the economy of Ecuador grew by 3.8% in real terms, which increase was mainly due to the
continuing growth of the construction and manufacturing sectors of the economy. Year-end external debt for 2014
reached U.S.$17.58 billion, which represented 17.2% of GDP, while the annual year-end inflation for the year was
3.7%.

In 2015, the economy of Ecuador grew by 0.1% in real terms. This decreased level of growth when
compared with prior years was mainly due to decreased revenues resulting from the decline in the price of oil. Year-
end external debt for 2015 reached U.S.$20.23 billion, which represents 20.2% of GDP, an increase of 15.0%
compared to 2014. This increase was primarily due to the issuance of the 2020 Notes. The rate of unemployment
increased from 3.8% in 2014 to 4.8% in 2015 due to a general slowdown of the economy in 2015 that led to job
losses in both the private and public sectors. Inflation for the 12-month period ending in December 2015 decreased
from 3.7% in 2014 to 3.4% in 2015 due to a decrease in the price of certain foods, primarily shrimp and chicken.

On April 10, 2017, the Central Bank published information regarding GDP for 2016. Real GDP for 2016
was U.S.$69,068 million, compared to U.S.$70,175 million in 2015, representing a decrease of 1.6% in real terms.
This decrease is mainly due to the decline in the price of oil, a stronger dollar and the impact of the Pedernales
Earthquake.

Real GDP for 2017 was U.S.$70,956 million, compared to U.S.$69,314 million in 2016, representing a
2.4% increase in real terms. This increase is mainly due to an increase in private consumption and public sector
consumption as a result of an increase in imports due to the elimination of safeguard measures on imports and to an
increase in non-petroleum activities. In 2017, the nominal GDP reached U.S.$104,296 million representing an
increase from U.S.$99,938 million in 2016. Inflation decreased from 1.12% for the 12-month period ended
December 31, 2016 to -0.20% for the 12-month period ended December 31, 2017. This decrease was due to a
decrease in the price of domestic goods and services, clothing garments and footwear, food and non-alcoholic
beverages.

Real GDP for 2018 was U.S.$71,933 million, compared to U.S.$70,956 million in 2017, representing a
1.4% increase in real terms. This increase is mainly due to a 2.9% increase in government expenditure as a final
consumer, a 2.7% increase in household expenditure as final consumers, a 2.1% increase in gross fixed capital
formation, and a 0.9% increase in exports of goods and services. In 2018, the nominal GDP reached U.S.$108,398
million representing an increase from U.S.$104,296 million in 2017. Inflation increased from -0.20% for the 12-
month period ended December 31, 2017 to 0.27% for the 12-month period ended December 31, 2018. This increase
was primarily due to an increase in each of the prices of alcoholic beverages and tobacco by 2.43%, health products
by 2.15%, and other goods and services by 1.79%.

Real GDP for the first quarter of 2019 was U.S.$17,921 million, compared to U.S.$17,817 million in 2018,
representing a 0.6% increase in real terms. This increase is mainly due to a 3.5% increase in exports, 1.0% increase
in household consumption expenditure, and a 0.3% increase in government consumption expenditure. In the first
three months of 2019, the nominal GDP reached U.S.$27,245 million representing an increase from U.S.$26,894
million for the first three months of 2018.

Inflation increased from -0.71% for the 12-month period ended June 30, 2018 to 0.61% for the 12-month
period ended June 30, 2019. This increase was primarily due to an increase in prices mainly in the transportation,
education, alcoholic beverages, tobacco and narcotics sectors, despite a decrease in prices in the apparel, footwear
and home furniture sectors.
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Real and Nominal GDP

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

For the Year As of
Ended December 31, March 31,
2014 2015 2016 2017 2018 2018 2019
Real GDP (in millions of U.S.$) ...cccooverrnieerirreee, 70,105 70,175 69,314 70,956 71,933 17,817 17,921
Real GDP growth 3.8% 0.1% -1.2% 2.4% 1.4% 1.8% 0.6%
Nominal GDP 101,726 99,290 99,938 104,296 108,398 26,894 27,245

Source: Based on figures from the Central Bank Quarterly National Accounts for the First Quarter of 2019.

Nominal GDP by Economic Sector
(in millions of U.S. dollars, except for percentages)

As of
For the Year Ended December 31, March 31,
% of % of % of % of % of
2014 GDP 2015 GDP 2016 GDP 2017 GDP 2018 GDP 2018 2019
Manufacturing®.................. 13,717 1348 13,513  13.61 13,592 13.60 13,866  13.29 14,223 13.12 3,544 3,588
Construction ...........ceeeeeeee. 10,891 10.71 11,125 11.20 11,976  11.98 12,087  11.59 12,239 11.29 3,052 3,010
Petroleum and mining ........ 11,267  11.08 4,691 4.72 3,800 3.80 5,024 4.82 6,049 5.58 1,428 1,507
Trade (commerce)................ 10,545 1037 10,218  10.29 9,632 9.64 9,960 9.55 10,452 9.64 2,594 2,625
Agriculture........ccoeecureeennee. 8,122 7.98 8,406 8.47 8,441 8.45 8,533 8.18 8,791 8.11 2,240 2,253
Community services ........... 7,833 7.70 8,489 8.55 8,777 8.78 9,280 8.90 9,888 9.12 2,399 2,482
Government services™ ...... 6,682 6.57 6,660 6.71 6,885 6.89 7,062 6.77 7,164 6.61 1,734 1,720
Administrative activity™® ... 7,016 6.90 6,887 6.94 6,574 6.58 7,072 6.78 8,122 7.49 2,005 2,058
Transportation .............c....... 4,338 4.26 4,773 4.81 5414 5.42 5,387 5.17 5,364 4.95 1,335 1,319
Finance and insurance......... 3,166 3.11 3,165 3.19 3,073 3.07 3,536 3.39 3,762 3.47 904 962
Telecommunications........... 2,127 2.09 1,984 2.00 1,916 1.92 1,932 1.85 1,982 1.83 487 486
Electricity and water ........... 1,253 1.23 1,509 1.52 1,685 1.69 1,826 1.75 1,772 1.63 452 493
Shrimp......cocceevecerivcenicenenees 563 0.55 445 0.45 501 0.50 660 0.63 725 0.67 183 196
Others © 14,208 1397 17427 17.55 17,670  17.68 18,070  17.33 17,865 16.48 4,537 4,545
Total GDP ............ccccccenee. 101,726 100 99,290 100 99,938 100 104,296 100 108,398 100 26,894 27,245

Source: Based on information from the Central Bank for the first quarter of 2019.

(1) Table measures gross value added by economic sector and corresponding percentage of Nominal GDP.

(2) Includes manufacturing other than petroleum refining.

(3) Includes Public Defense and Social Security Administration.

(4) Includes Professional and Technical Administration.

(5) Includes fishing, petroleum refining, hospitality and food services, domestic services, other services and other elements of GDP.
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The following table sets forth Ecuador’s real GDP growth by expenditure as a percentage of total real GDP
growth for the periods presented.

Real GDP and Expenditure Growth

(Percentage change from previous comparable period based on 2007 prices)

For the Year Ended December 31, As of March 31,

2014 2015 2016 2017 2018 2018 2019
Real GDP Growth 3.8 0.1 -1.2 2.4 1.4 1.8 0.6
Import of goods & services " ..., 4.8 8.2 96 122 5.8 9.4 0.7
Total Supply of Goods & Services..................... 4.0 -1.9 -3.1 44 24 3.5 0.6
Public Sector Consumption ...........ceeeererererenennes 6.7 2.1 -0.2 3.2 2.9 14 0.3
Private Consumption 2.7 -0.1 24 3.7 2.7 2.6 1.0
Gross Fixed Capital Formation ............c.cccevvenneee 2.3 -6.2 -8.9 53 2.1 42 2.3
Exports of goods and services'" ..........c.cccoo.coe.... 6.2 -0.6 1.4 0.7 0.9 1.4 3.5
Total Final Demand 4.0 -1.9 -3.1 4.4 2.4 3.5 0.6

Source: Based on figures from the Central Bank Quarterly National Accounts for the First Quarter of 2019.
(1) Corresponds to figures from “Real GDP by Expenditure” table.

The following table sets forth Ecuador’s per capita GDP statistics for the periods indicated.

Per Capita GDP
For the Year Ended December 31,
2014 2015 2016 2017 20187
Per capita Nominal GDP (current U.S.$) ....cccoeeviirrnncne 6,347 6,099 6,046 6,217 6,368
Per capita Real GDP 4374 4311 4,194 4,229 4,226
Population (in thousands)® 16,027 16,279 16,529 16,777 17,023

Source: Based on figures from Table 4.3.5 of the Central Bank’s Monthly Bulletin for May 2019.
(1) Preliminary data published by the Central Bank based on the aggregation of quarterly data.
(2) Population figures correspond to projected population annual figures from 2010 census.

The following table sets forth the real GDP growth by expenditure for the periods indicated.

Real GDP by Expenditure

(in millions of dollars)

For the Year Ended December 31, As of March 31,
2014 2015 2016 2017 2018 2018 2019
Consumption
Public Sector Consumption ...........c.ccceeveveeeeee 10,252.3 10,471.8 10,4539 10,790.0 11,1044 2,707.1 2,714.1
Private Consumption 43,088.8 43,049.2 42,011.6 43,577.6 44,7337 11,0427 11,149.1
Total Consumption 53,341.2 53,521.0 52,4655 54367.6 55,838.1 13,749.7 13,863.2
Gross Investment
Gross Fixed Capital Formation.............c....... 18,626.3 17,4653 15917.1 16,7623 17,110.8 42753 4,175.2
Change in Inventory 471.2 -123.1 -568.2 388.0 559.2 153.7 106.0
Exports of goods and Services™ o 19,342.0 19,218.8 19,4919 19,631.7 19,798.8 4,943.0 5,118.2
Imports of goods and services O e 21,6754 19,9074 17,9922 20,193.8 21,374.0 5,304.8 5,342.1
Real GDP 70,105.4 70,1747 69,314.1 70,9557 71,9328 17,816.9 17,920.5

Source: Based on figures from the Central Bank Quarterly National Accounts for the First Quarter of 2019.

(1) The exports and imports figures in this chart are adjusted for inflation and reflect the contribution of exports and imports to GDP. They
differ from the nominal exports and imports in the “Balance of Payments” table and stand-alone exports and imports tables in the “Exports-
(FOB)” and “Imports-(CIF)” tables in this Supplement.
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Economic and Social Policies

During his term, former President Correa sought to reform certain aspects of the Ecuadorian economy in
order to comply with constitutional mandates. Certain reforms were undertaken as legislative proposals, which
require the National Assembly’s approval. Other reforms were undertaken by the executive branch and do not
require legislative approval. The reforms were consistent with the Correa administration’s objective to promote
economic growth, while reducing poverty and inequality and fostering social progress. Below is a brief description
of the most relevant major economic and financial reform initiatives since 2008.

The 2008 Constitution

One of the most important objectives of the 2008 Constitution was to grant control over the Central Bank to
the executive branch. Section 6, Article 303 of the 2008 Constitution states that “the drafting of monetary, credit,
foreign exchange and financial policies is the exclusive power of the executive branch and will be implemented
through the Central Bank” hence limiting the autonomy and authority of the Central Bank for the purpose of
effective implementation of reforms by the executive branch and its agencies.

Another relevant reform embedded in the 2008 Constitution is the creation of a debt and finance committee
(the “Debt and Finance Committee”), tasked with evaluating and approving issuances or incurrence of sovereign
debt. The Debt and Finance Committee is comprised of the President or his delegate, the Minister of Finance or his
delegate, and the National Secretary of Planning and Development or his delegate. The sub-secretary in charge of
public debt, Undersecretary of Public Finance, acts as the secretary for the committee. See “Public Debt—General.”
Other important reforms include the establishment of limitations on the proceeds of public borrowing (Article 289)
(see “Public Debt—General’), the possibility of the President to be elected to a second consecutive term (Article
144 of the 2008 Constitution), see “The Republic of Ecuador—Form of Government”, the requirement of an
evaluation structure for any public program in conjunction with the National Development Plan (Article 297 of the
2008 Constitution), and the establishment of the Treasury Account or the administration of the general budget
(Article 299). In May 2011, certain amendments to the 2008 Constitution were approved by popular referendum.
The most debated amendments included the change to the Judiciary Council to its current make up, see “The
Republic of Ecuador—Form of Government”, and the prohibition of owners of media companies to own stock in
non-media companies. On December 3, 2015, the National Assembly approved certain amendments to the 2008
Constitution, including the elimination of term limits for public officials, allowing indefinite reelection, and a
transitory provision providing that such elimination of term limits will become into effect on May 24, 2017. These
amendments were published and became effective on December 21, 2015.

The 2017 Election was held on April 2, 2017, with former President Correa not eligible to run due to the
transitory disposition of the 2015 constitutional amendment which delayed the effectiveness of the elimination of
term limits to after the date of the 2017 Election. President Moreno was elected with 51.16% of the vote. The CNE
declared President Moreno as president elect on April 4, 2017. Both the OAS and UNASUR monitored the
elections and recognized the transparency of the electoral process and the election results. On April 13, 2017, CNE
approved the recount of approximately 11.2% of the total ballots cast in the run-off election due to a claim of alleged
inconsistencies by CREO-SUMA and Alianza PAIS. On April 18, 2017 CNE broadcast a live recount of the ballots
subject to the claim. International observers, political delegates of Alianza PAIS and representatives of social
organizations monitored the recount. The recount ratified President Moreno as the winner of the run-off election
with 51.16% of the votes. President Moreno assumed the post of President of Ecuador on May 24, 2017 with Jorge
Glas as vice president for a four-year term. The National Assembly then elected Maria Alejandra Vicuiia Mufioz as
the vice president of Ecuador until 2021. Marfa Alejandra Vicuiia Muiloz resigned her post on December 4, 2018,
following the start of a criminal investigation against her into alleged corrupt acts. Economist Otto Ramoén
Sonnenholzner Sper was appointed as the new vice president by the National Assembly on December 11, 2018.

In February 2018, certain amendments to the 2008 Constitution were approved by national popular
referendum. The amendments included, among others, that those convicted of corruption related offenses should
lose their political rights, and the reversion of the 2015 constitutional amendment which allowed indefinite reelection,
limiting instead officials to a single reelection to the same office.
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Budget Reforms

Enacted in April 2008, the Ley Orgdnica para la Recuperacion del Uso de los Recursos Petroleros del
Estado y Racionalizacion Administrativa de los Procesos de Endeudamiento (“Law for the Recovery of the Use of
Oil Resources of the State and Administrative Rationalization of Indebtedness* or “LOREYTF”) replaced Ecuador’s
then existing budget and transparency regulations. The objectives of the law were (i) to enhance the transparency
and flexibility of the budget process by prioritizing investments and improving the management of Government
resources and (ii) to terminate any distribution of budgeted amounts based on predetermined uses of resources. To
achieve those objectives, the LOREYTF eliminated the Cuenta Especial de Reactivacion Productiva y Social del
Desarrollo Cientifico-Tecnologico y de Estabilizacion Fiscal (“Scientific-Technological and Fiscal Stability Social
and Productive Reactivation Special Account” or “CEREPS”). Also, pursuant to Article 299 of the 2008
Constitution, LOREYTF established the Cuenta Unica del Tesoro — a single Central Bank master account for the
management of Ecuador’s resources. The Cuenta Unica del Tesoro is comprised of various sub-accounts where
amounts are allocated according to functional purposes. These sub-accounts include a social security account,
accounts for public companies, a public banking account, and accounts for municipal and provincial governments
(the “Autonomous Decentralized Governments”). The budget and transparency regulations established in
LOREYTF were subsequently codified and superseded by the Public Planning and Finance Code.

The Organic Law for Productive Development amended the Public Planning and Finance Code to prevent
that a budget with a primary deficit be approved and ensure that any increase in the expenditure by the central
government does not exceed the long term growth rate of the economy.

Bank Supervision

Enacted in December 2008, the Ley de Creacion de la Red de Seguridad Financiera (“Financial Safety Net
Law”) created a regulatory framework for Ecuador’s banking sector. The objectives of the law were to strengthen
the supervision of the financial sector, create a liquidity fund and a deposit insurance system for the benefit of the
Ecuadorian banks and financial institutions, and to establish clear mechanisms for bank dissolutions. For more
information on this law, see “Monetary System—Financial Sector.”

Tax Reforms

Enacted in December 2008, the Ley Reformatoria a la Ley de Régimen Tributario Interno y a la Ley
Reformatoria para la Equidad Tributaria del Ecuador (“Reform Act to the Internal Tax Regime Law and the
Reform Act for Tax Equity in Ecuador”) reformed the existing tax system by improving the mechanisms by which
the Government collects tax revenues. The objectives of the law were to reduce tax evasion, improve direct and
progressive taxation, increase the tax base, and generate adequate incentives for investment in economic activity.
On December 29, 2014, the National Assembly enacted a corporate tax reform relating to the taxation of
shareholders of Ecuadorian companies who reside in tax havens. The reform increases the corporate tax rate to 25%
from 22% if an Ecuadorian company’s owners are tax haven residents who own collectively more than 50% of the
company. In addition, the tax reform exempts companies from corporate taxes, for a period of ten years, for profits
related to new and productive investments as defined by the Cddigo Orgdnico de la Produccion (“Production
Code”). Furthermore, on December 29, 2017, the Organic Law for the Reactivation of the Economy, Strengthening
of Dollarization and Modernization of Financial Management was published and became effective, which included,
among other measures, tax incentives to microenterprises, small businesses, cooperatives and associations, and an
increase of 3% to the corporate income tax (now subject to 25%). The Organic Law for Productive Development,
enacted on August 21, 2018, expanded some of the tax incentives under the Production Code (including income tax
exemption for eight years instead of five for investments in Quito or Guayaquil, for 12 years elsewhere, and for 15
years in basic industries as defined in the Production Code, and for 5 additional years if located in bordering
counties). For more information on these laws and other tax reforms, see “Public Sector Finances—Taxation and
Customs”, “Public Sector Finances—Tax Reforms”, “The Republic of Ecuador—Form of Government”, and
“Public Debt—Organic Law for Productive Development, Investment, Employment and Fiscal Stability.”

50



Mining Law

Enacted in January 2009, the Ley Minera (“Mining Law”) created norms for the exercise of the
Government’s rights to manage and control the strategic mining sector. The objective of this law was to establish a
sustainable and efficient administrative system to govern the relationship between the Government and domestic,
foreign, public, or private individuals or legal entities involved in mining activities. Consequently, the Mining Law
contains provisions regarding the attainment, preservation, and termination of mining rights and the performance of
mining activities. Specifically, the Mining Law creates administrative agencies for the regulation, supervision and
scientific investigation of the mining sector, sets specific geographic limits for mining activities, creates rules for
public bids for concessions, and creates rules for concession and service contracts. Oil and other hydrocarbons are
exempt from this law.

On June 13, 2013, the National Assembly passed an amendment to the Mining Law, imposing an 8%
ceiling on previously open-ended royalties, streamlining the permits required for mining, and eliminating windfall
taxes for companies until they have recouped their investments. For more information on the Mining Law, see “The
Ecuadorian Economy—Strategic Sectors of the Economy—Mining.” 1In June 2014, former President Correa
announced on national radio that the Republic intended to amend its existing mining laws. In an interview, the
Minister of Coordination of Strategic Sectors stated that the principal objective of these new laws is to attract
investment in the mining sector. On December 29, 2014, the National Assembly passed amendments to the Mining
Law that include the recognition of the mining rights in Ecuador of national or foreign natural or legal persons with
companies domiciled, constituted or located in tax havens as partners, shareholders or participants. The
amendments also eliminate the payment of 1% of the total transaction value for the right to register transfers of stock
or equity in a mining concession on the Ecuadorian stock exchange or on foreign stock exchanges. On November
25, 2015, Decree No. 823 established amendments to the Reglamento General de la Ley de Mineria (the “General
Regulation to the Mining Law””) which reforms the Mining Law. The amendments to the General Regulation to the
Mining Law provide for, among others: (i) to allow individuals to request the inclusion of open areas not on the list
prepared by the mining authority in the bidding process; (ii) exclude the obligation to submit environmental matters
in proposals; (iii) eliminates the obligation to provide for a 2% guarantee over the proposed investment amount; (iv)
provide that small and medium mining concessionaries are not under the obligation to sign exploitation contracts nor
service contracts; (v) provide that the transfer of mining rights does not require the authorization of the Ministry for
the Environment; (vi) eliminate the requirement imposed on concessionaires pay an amount equal to 25 basic
unified wages in order to be able to request an extension in the period granted for the defense of concessionaire
interests and (vii) establish a calculation of royalties over the net income of principal and secondary minerals
received by concessionaires. The Organic Law for Productive Development, enacted on August 21, 2018, provided
some additional flexibility to the calculation of royalties. On January 28, 2019, President Moreno issued decree 649
(“Decree 649”) amending the procedures in the General Regulation to the Mining Law concerning confiscated
equipment and mining products due to illegal exploitation.

Public Corporations Law

Enacted in October 2009, the Ley Orgdnica de Empresas Piiblicas (“Public Corporations Law”) created
economic, administrative, financial and management control mechanisms for public companies in accordance with
the 2008 Constitution. The objectives of the law were to regulate the formations, mergers, and liquidations of public
companies outside the financial sector and that operate in Ecuador or abroad. To achieve those objectives, the
Public Corporations Law:

e determines the procedures for the formation of public enterprises that are required to manage strategic
sectors of the Ecuadorian economy;

e establishes the means to guarantee that the goals set forth by the Government are met by public
companies, in accordance with the guidelines set by the Sistema Nacional Descentralizado de
Planificacion Participativa (“National Decentralized System of Participative Planning”);

e regulates the economic, financial, and administrative autonomy of public companies, in accordance

with the principles and norms of the 2008 Constitution and other applicable laws; and
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e encourages the integral, sustainable and decentralized development of the Republic by requiring public
companies to take socio-environmental and technological update variables into account in their cost
and production processes.

Renegotiation of Oil Field Contracts

Enacted in July 2010, the reform to the Hydrocarbons Law replaced the old system of oil revenue profit
sharing contracts with a new contract system whereby the Republic owns oil production in its entirety, benefiting
from all revenue windfalls that result from price increases. The objectives of the reform were to abide by Articles 1,
317, and 408 of the 2008 Constitution, which state that natural resources, such as oil, are part of the national heritage
of Ecuador and that the Government will earn profits from the exploitation of these resources, in an amount that is
no less than the profits earned by the company producing them. Under the renegotiated contracts, contractor’s fees
are established in accordance with the level and types of works and services to be performed, production costs, and a
reasonable profit margin in relation to the level of risk. Under the old system, the Republic taxed between 17% and
27% of the first U.S.$15 to U.S.$17 in revenue for each barrel sold. Under the new system, the Republic taxes up to
80% of the revenue in each barrel sold. For more information on the Hydrocarbons Law, see “Strategic Sectors of
the Economy—Oil Sector.” A number of oil companies have sued Ecuador in connection with the modification of
their contracts resulting from the reform of the Hydrocarbons Law. The Organic Law for Productive Development,
enacted on August 21, 2018, established that in “production sharing” contracts (reinstated by President Moreno’s
administration), the Republic’s share (percentage) will be adjusted according to reference prices and production
volume. See “Legal Proceedings—Windfall Profits Tax Litigation” and “Public Debt—Organic Law for Productive
Development, Investment, Employment and Fiscal Stability.”

Public Planning and Finance Code

Enacted in October 2010, the Public Planning and Finance Code created a new financial regulatory system
pursuant to the 2008 Constitution. The objectives of the law, among others, were to develop and coordinate national
and regional governmental planning, guarantee the rights of citizens through equitable resource allocation and
increased citizen participation in framing public policy, and strengthen national sovereignty and Latin American
integration through public policy decisions. To achieve those objectives, the Public Planning and Finance Code:

e allows for more flexibility for the Ministry of Economy and Finance to reallocate and reassign
expenditures up to 15% of the approved Government budget without the prior approval of the National
Assembly;

e sets an explicit total public debt ceiling of 40% of GDP including Central Government, non-financial
public sector and Autonomous Decentralized Governments, see “Public Debt—General”;

e allows the Ministry of Economy and Finance to issue CETES at its discretion, without having to
undergo the same approval process required for long-term internal and external sovereign debt;

e allows for the establishment of citizens’ committees for financial public policy consultations;

e determines that all excess cash not spent during a fiscal year will be accounted for as initial cash for
the following fiscal year; and

e establishes the functions and responsibilities of the Debt and Finance Committee, see “Public Debt—
General”.

The CGR Audit Report recommended that, in order to reconcile amounts comprising public debt, the
Public Planning and Finance Code should be amended and Decree 1218 should be repealed with respect to the
calculation of the total public debt to GDP ratio to ascertain the actual value of total public debt and determine if that
amount exceeded the 40% debt to GDP ratio set out in Article 124 of the Public Planning and Finance Code.
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Following these recommendations, on June 21, 2018, the National Assembly passed the Organic Law for Productive
Development which became effective on August 21, 2018, which expressly confirms that certain activities and
instruments are considered a contingent liability, and therefore are not included in the calculation of the total public
debt to GDP ratio, and provides that for the period from 2018 to 2021 and until the public debt reaches a level below
the public debt ceiling of 40% of GDP, such public debt ceiling will not apply. This new law provides that for the
period from 2018 to 2021, a fiscal stability plan will be implemented by the Ministry of Economy and Finance. The
new law sets forth that in each subsequent fiscal year after the period from 2018 to 2021, the General State Budget
must be presented with a fiscal program aimed at reducing over time the amount of total public debt relative to GDP,
until it reaches a level below the 40% debt to GDP ratio. The new law also mandated that the Ministry of Economy
and Finance issue within 90 days from August 21, 2018, a new regulation implementing a new accounting
methodology, to be in accordance with article 123 of the Public Planning and Finance Code (as amended),
internationally accepted standards and best practices for the registration and disclosure of public debt, see “Public
Debt—Organic Law for Productive Development, Investment, Employment and Fiscal Stability.” On October 15,
2018, President Moreno issued Decree 537 repealing Decree 1218 in its entirety, which became effective on October
30, 2018, see “Public Debt—Methodology for Calculating the Public Debt to GDP Ratio.” On October 15, 2018,
President Moreno issued Decree 537 repealing Decree 1218 in its entirety, which became effective on October 30,
2018, see “Public Debt—Methodology for Calculating the Public Debt to GDP Ratio.”

On November 19, 2018, the Ministry of Economy and Finance issued the Regulation Implementing the
Public Debt to GDP Ratio Calculation Methodology setting out the New Methodology, which provides that the
calculation of the public debt to GDP ratio is to be based on total public debt as published in the official aggregate
financial statements and the latest nominal GDP as published by the Central Bank. The New Methodology defines
total public debt as the sum of the public debt incurred by the entities comprising the public sector and adds certain
debt instruments to the calculation of public debt that were not previously included, including oil presales, see
“Public Debt—Methodology for Calculating the Public Debt to GDP Ratio.” The April 2019 Debt Bulletin was the
first report on public debt issued that followed the New Methodology. The Regulation Implementing the Public Debt
to GDP Ratio Calculation Methodology provides that by November 14, 2019, the Ministry of Economy and Finance
will be required to publish public debt figures calculated using the New Methodology going back to October
2010. Once these past public debt figures are published using the New Methodology, those numbers may vary from
the public debt figures presented in this Supplement for the comparable period which were calculated based on the
old methodology.

On December 20, 2018, the Regulation to the Organic Law for Productive Development became effective
amending, among others, article 133 of the Rules to the Public Planning and Finance Code to provide that the
Ministry of Economy and Finance will produce both aggregated and consolidated financial statements of the public
debt for the public sector, the non-financial public sector and the central government in a period of no more than 60
days after the end of each month. These amendments also provide that in establishing the total amount of public
debt, the Ministry of Economy and Finance will consider the aggregate public debt/GDP indicator of the entities
constituting the public sector. This indicator will be calculated and projected based on the public debt aggregate
statements, at least for the final balances, for the following four years. Among other provisions, the regulation
provides guidance for calculating the debt to GDP ratio for these purposes, as well as for reducing the balance of the
public debt below 40% and for ensuring that the balance of the public debt does not exceed 40% of GDP after it has
been reduced.

In addition, the Organic Law for Productive Development amends Article 124 of the Public Planning and
Finance Code providing that in exceptional cases, fiscal rules and the 40% debt to GDP ratio limit may be
temporarily suspended when natural catastrophes, severe economic recession, imbalances in the payment system, or
national emergency situations occur, for which purpose the approval of the majority of the members of the National
Assembly will be required. These rules may also be suspended in the event that the President of the Republic
decrees a state of emergency, in accordance with the provisions of the Constitution. In these cases, the entity in
charge of public finances will approve a plan to strengthen public finances to achieve and restore fiscal balance.

The CGR CETES Report concluded that: (i) CETES were renewed and placed for periods longer than the
360-day period allowed by the Public Planning and Financing Code; (ii) CETES were delivered as payment
instruments to pay debts, contrary to their purpose of being used to obtain resources to finance deficiencies in the
fiscal accounts; and (iii) CETES were delivered to the Central Bank of Ecuador in exchange for other internal debt
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instruments already due, contrary to the nature of the CETES of being used to obtain resources to finance
deficiencies in the fiscal accounts. In the CGR CETES Report, the Office of the Comptroller General recommended
partially repealing Decree 1218 so that short-term securities with a term of “less than 360 days” are excluded from
the calculation of the total public debt, instead of short-term securities with a term of “up to 360 days” as it was set
forth in Decree 1218. Pursuant to Decree 537, Decree 1218 was repealed in its entirety on October 30, 2018, when
Decree 537 was published, see “Public Debt—Methodology for Calculating the Public Debt to GDP Ratio.” On
July 4, 2018, the Office of the Comptroller General delivered to the Office of the Prosecutor General a report with
findings of criminal liability in respect of former President Correa, former Ministers of Economy and Finance and
former general managers of the Central Bank of Ecuador, among others. Once the Office of the Prosecutor General
completes the preliminary criminal investigation, which may last up to two years, it may request an indictment
hearing with respect to any of the officials currently under investigation. If a judge determines that there are
grounds for an indictment, the Office of the Prosecutor General will conclude its investigation and issue a final
report within 90 days to the criminal court. Following their indictment, the court will hold a hearing to call the
alleged offenders to trial. The alleged offenders will not be considered criminally liable unless and until the court
determines, after a trial, that the offenders are criminally liable.

On April 30, 2019, in line with the Letter of Intent presented to the IMF, the Ministry of Economy and
Finance published the Plan de Accion para el Fortalecimiento de las Finanzas Publicas (“Action Plan for the
Strengthening of Public Finances”) with 17 proposals aiming at strengthening fiscal and budgetary rules and
planning, and improving sustainability in the operations of the National Treasury. Among the proposals, the
Ministry of Economy and Finance will send the President a draft bill modifying certain provisions of the Public
Planning and Finance Code to further limit the Executive’s discretion to outspend the national budget from 15% to
5% in order to increase credibility over each year’s set fiscal goals; to substitute the CETES with a new short-term
instrument that guarantees its use within the budgetary year of issuance and placement; and to include a chapter in
the Public Planning and Finance Code with a functional outline of the fiscal rules to increase transparency. This
draft bill is expected to be presented to the President in the weeks following this Supplement.

On May 30, 2019, the IMF announced it had reached a staff-level agreement with the Republic on the
completion of the first review under the Extended Fund Facility arrangement. In their announcement, the IMF
mission concluded that “Ecuador has made considerable progress in implementing its program aligned with the
Prosperity Plan.” Based on their preliminary findings, the IMF mission prepared and presented a report to the IMF’s
Executive Board. On June 28, 2019, the IMF’s Executive Board completed their first review of Ecuador’s economic
performance under Ecuador’s arrangement with the IMF under the Extended Fund Facility, which allowed Ecuador
to draw U.S.$251 million from the facility on July 2, 2019.

Both the Republic and the Autonomous Decentralized Governments are subject to the Public Planning and
Finance Code. For more information on the Public Planning and Finance Code, see “Public Sector Finances—Fiscal
Policy.”

Production Code
Enacted in December 2010, the Production Code was created to stimulate investment and increase the

production of goods and services. The objective of this law was to create fair guidelines that would balance workers
rights with economic incentives for investors. To achieve that objective, the Production Code:

s

e provides guidelines for the Consejo Nacional de Salarios (“National Council on Wages”) to consider
in setting the minimum wage;

e provides guidelines for foreign investments and outlines the rights of foreign investors; and

e creates tax incentives for investors, including a 3% reduction on capital gains tax and the elimination
of up-front taxes on any new investment.

On February 21, 2019, the Production Code was amended by the Ley Orgdnica Reformatoria al Codigo
Orgdnico de la Produccion, Comercio e Inversiones, para el Establecimiento de Polos de Desarrollo; y, a la Ley
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Orgdnica de Solidaridad y Corresponsabilidad Ciudadana para la Reconstruccion y Reactivacion de las Zonas
Afectadas por el Terremoto del 16 de Abril de 2016 (“Organic Law Reforming the Production Code for the
Establishment of Development Zones, and the Organic Law of Solidarity”). For further information on the
amendments to the Production Code, see “The Ecuadorian Economy—Economic and Social Policies—Organic Law
Reforming the Production Code for the Establishment of Development Zones, and the Organic Law of Solidarity.”

Law for Market Power Control and Regulation

Enacted in October 2011, the Ley Orgdnica de Regulacion y Control del Poder de Mercado (“Law for
Market Power Control and Regulation”) was created to avoid, reform and penalize the abuse of market power. The
objectives of the law were to prevent, prohibit and penalize collusive deals and other restrictive practices; control
and regulate economic concentration operations; and prevent, prohibit and penalize disloyal practices, thereby
seeking market efficiency as well as individual and collective well-being.

Environmental Improvement and State Resources Optimization Law

In November 2011, the Republic published and made effective the Ley de Fomento Ambiental y
Optimizacion de los Recursos del Estado (“Environmental Improvement and State Resources Optimization Law”) to
strengthen the environmental regulatory framework of the country. The law establishes, among others:

e an increase of the Impuesto a la Salida de Divisas (“Currency Outflow Tax”), from 2% to 5% (for
more information regarding the Currency Outflow Tax see “Balance of Payments and Foreign Trade—
Foreign Trade—Trade Policy”);

e atax increase on cigarettes and alcoholic beverages;
e the creation of a two-cent tax on plastic bottles; and
e the creation of a vehicle pollution tax.

Law Reforming the Financial Institutions Law and the Restructuring Financial Taxes Law

Enacted in March 2012, the Ley Reformatoria a la Ley General de Instituciones del Sistema Financieroy a
la Ley de Reordenamiento en Materia Econdmica en el Area Tributario Financiero (“Law Reforming the Financial
Institutions Law and the Restructuring Financial Taxes Law”) was created to strengthen prior legislation related to
mutual savings and housing credit associations. The objective of the law was to incorporate the concept of social
capital and the framework of economic sustainability to mutual savings and housing credit associations. The law
provides mutual savings and housing credit associations with political, economic and property rights to promote the
social well-being of its members.

Comprehensive Law for the Regulation of Housing and Automobile Loans

Enacted in June 2012, the Ley Orgdnica para la Regulacion de los Créditos para Vivienda y Vehiculos
(“Law for the Regulation of Housing and Automobile Loans”) was created to protect debtors in housing and
automobile loan transactions. The law contains provisions, among others, that establish that collateral in these loans
may only consist of the asset acquired through the loan and that the debtor of the loan may not use the acquired asset
as collateral in other loan transactions.

Comprehensive Law of Redistribution of Income for Social Expenditures
Enacted in December 2012 and became effective in January 2013, the Ley Orgdnica de Redistribucion de

los Ingresos para el Gasto Social (“Comprehensive Law of Redistribution of Income for Social Expenditures”) was
created to direct economic resources towards the financing of certain key social expenditures that generate economic
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activity. For more information on this law, which includes tax reforms, see “Public Sector Finances—Taxation and
Customs.”

Law to Strengthen and Optimize the Corporate and Securities Sector

Enacted by the National Assembly in May 2014, the Ley Orgdnica para el Fortalecimiento 'y Optimizacion
del Sector Societario y Bursdtil (“Law to Strengthen and Optimize the Corporate and Securities Sector”) was created
to regulate the establishment and operation of securities firms and stock exchanges. The law created the Junta de
Regulacion del Mercado de Valores (the “Committee for Securities Market Regulation”), a new regulatory agency
that is responsible for establishing public policy for Ecuadorian insurance and stock markets and to make rules for
their operation and control. The agency consists of governmentally appointed members, one of which is the
delegate for the President. This new regulatory body replaces the Consejo Nacional de Valores (the “National
Services Commission”) in formulating securities policies. The purpose of creating this new regulatory body was to
ensure that the regulation of this market was in the hands of public servants as opposed to public and private
individuals, as was the case with the National Services Commission.

Monetary and Financial Law

In September 2014, the National Assembly enacted the Monetary and Financial Law in order to address
weaknesses of the Republic’s financial system stemming from the banking crisis in 2000. To achieve its objectives,
the Monetary and Financial Law creates a new regulatory body, the Committee of Monetary and Financial Policy
Regulation, to oversee and regulate the execution of monetary, foreign exchange, financial, insurance, and securities
policies of the country. The committee is comprised of delegates from Ecuador’s Ministry of Economy and Finance,
the Ministry of Production and Industrialization, the National Secretary of Planning and Development, the Ministry
of Economic Policy, and a delegate appointed by the President. The principal function of the committee is to
oversee and monitor the liquidity requirements of Ecuador’s financial system, ensuring that liquidity remains above
certain levels (to be determined by the Committee of Monetary and Financial Policy Regulation). The law also
creates a separate internal auditor for the Government’s financial entities, establishes certain norms for the Central
Bank and the Superintendent of Banks regarding their budget, purpose, and their supervision, and sets forth
reporting requirements to the Committee of Monetary and Financial Policy Regulation. The law also explicitly
establishes that certain accounts in the Central Bank, including the accounts used for the deposits of the
Corporacion de Seguros de Depdsito (‘COSEDE”) and the Liquidity Fund, are subject to sovereign immunity and
cannot be subject to attachment of any kind.

The law further establishes that all transactions, monetary operations and accounts in the Republic of
Ecuador will be expressed in U.S. dollars. Other sections of the law make reference to an electronic payment
system to facilitate payments to vendors. Through this voluntary electronic payment system, Ecuadorians will be
allowed to make online payments to participating vendors through a payment system managed by the Government.
Payments made through the system will be deducted or credited directly from accounts that vendors can establish
with the Central Bank. Each dollar in the electronic payment system is backed by a physical dollar at one time
deposited or credited to an individual user, and will be backed by liquid assets in the Central Bank. On August 7,
2014, mobile phone carrier Movistar signed an agreement with the Central Bank to establish accounts to use the
electronic payment system. In December 2014, the electronic payment system began operating. According to the
Central Bank, circulation of electronic currency in Ecuador reached its highest point of U.S.$11.3 million in January
2018. On December 27, 2017, the National Assembly approved transferring the role of manager of the electronic
payment system from the Central Bank to the national financial system which is mainly composed of private
banking. On January 3, 2018, the Junta de Politica y Regulacion Monetaria y Financiera (“Monetary and Financial
Policy and Regulation Board”) ordered that electronic money accounts in the Central Bank be closed and
deactivated.

The law further established that further details regarding this payment system may be set forth by the
Committee of Monetary and Financial Policy Regulation in regulations and laws. The Committee of Monetary and
Financial Policy Regulation drafted various laws issued by the National Assembly, including the Law to Balance
Public Finances and the Law of Solidarity, both of which are described herein, incentivizing and further regulating
the use of electronic money. For more information regarding the Monetary and Financial Law, see “Monetary
System—Supervision of the Financial System.”
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On November 24, 2016, the Monetary and Financial Policy and Regulation Board issued Resolution No.
302-2016-F, amending Resolution No. 273-2016-F by increasing from 2% to 5% the reserves that financial
institutions with more than U.S.$1.0 billion in assets are required to hold at the Central Bank. As of October 31,
2019, before Resolution No. 302-2016-F was issued, Ecuador’s financial institutions held U.S.$5,152.5 million in
reserves at the Central Bank. As of December 31, 2016, after Resolution No. 302-2016-F was issued, Ecuador’s
financial institutions held U.S.$6,044.1 million in reserves at the Central Bank. As of June 30, 2019, Ecuador’s
financial institutions held U.S.$4,470.5 million in reserves at the Central Bank.

Telecommunications Law

Enacted by the National Assembly in February 2015, the Ley Orgdnica de Telecomunicaciones
(“Telecommunications Law”) was created to improve access to quality telecommunications services and to increase
the use of information technology in rural sectors. The objective of the law was to foster competition among
telecommunication providers in order to increase the quality of telecommunication services in the country. The law
applies to all companies that provide or facilitate the transmission of voice, video, data or any other type of signal
via physical or wireless means. Under the Telecommunications Law, companies whose market share exceeds
certain thresholds must pay a corresponding tax to the Government, which tax increases depending on the
percentage of market share held. For example, companies that hold a market share higher than 75% must pay the
Government a tax equal to 9% of their total revenues for the year. In addition, the law provides that
telecommunications companies must provide their services in Shuar and Quechua as well as in Spanish.

Labor, Justice and Home Maker Recognition Law

Enacted in April 2015, the Ley Orgdnica para la Justicia Laboral y Reconocimiento del Trabajo en el
Hogar (the “Labor Justice and Home Maker Recognition Law”) amends certain laws related to Ecuador’s social
security system. Under the Labor Justice and Home Maker Recognition Law, homemakers previously ineligible to
receive social security benefits can now enroll and receive benefits as a result of disability or old age. In addition,
the law eliminates mandatory contributions to the social security system by the Government. Instead, the law
establishes a Government guarantee to finance the social security system only when the contributions from
employers and employees are insufficient to meet the resources required in a particular year.

Law for the Remission of Interest, Penalties and Surcharges

On May 5, 2015, the Ley Orgdnica de Remision de Intereses, Multas y Recargos (the “Law for the
Remission of Interest, Penalties and Surcharges”) was published and became effective. This law provides a rebate
of 100% or 50% of the interest, penalties and any other charges applicable to outstanding tax-payer obligations,
provided such obligations are paid by July 28, 2015 or September 9, 2015, respectively. This law also provided new
exemptions to the 5% Currency Outflow Tax including credits granted to Ecuadorian financial institutions by
qualifying international financial institutions or specialized non-financial institutions, intended for purposes of
financing housing, microcredits or productive investments.

Civil Procedure Code

On May 12, 2015, a new Cddigo Orgdnico General de Procesos (the “Civil Procedure Code”) creating a
new homologation process involving additional court procedures for the enforcement of foreign arbitration awards
in Ecuador, were approved and enacted by the National Assembly. Under the new Civil Procedure Code, any
judgment rendered by a properly constituted arbitral tribunal would be enforceable against the Republic after an
homologation process before a Provincial Civil Court of Justice, without re-examination of the issues, provided it
complies with the requirements established in the treaty between Ecuador and the country in which such judgment
has been rendered, or in the absence of such treaty, when the formalities set forth in Articles 104, 105 and 106 and
other relevant provisions of the General Code of Procedure are met. On June 26, 2019, the Civil Procedure Code
was modified by the Ley Orgdnica Reformatoria del Cddigo Orgdnico General de Procesos (“Organic Law
Reforming the Civil Procedure Code”), see “The Ecuadorian Economy—Economic and Social Policies—Organic
Law Reforming the Civil Procedure Code.”
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Law on Incentives for Public-Private Joint Ventures and Foreign Investment

On December 18, 2015, the National Assembly enacted the Ley Orgdnica de Incentivos para Asociaciones
Piblico-Privadas y la Inversion Extranjera (“Law on Incentives for Public-Private Joint Ventures and Foreign
Investment) with the purpose of establishing incentives for the development of public projects by public-private
joint ventures. According to the law, joint ventures that provide socially desirable and environmentally responsible
goods to the country in accordance with Article 285 of the 2008 Constitution will be entitled to certain tax benefits
such as a ten-year income tax exemption, among others. This law also provided new exemptions to the 5%
Currency Outflow Tax including foreign payment transactions made by public-private partnerships established or
structured for purposes of developing and implementing public projects.

Law to Balance Public Finances

On April 29, 2016, the Ley Orgdnica para el Equilibrio de las Finanzas Piublicas (the “Law to Balance
Public Finances”) was published and became effective with the purpose of strengthening dollarization and
correcting abuses in tax benefits and redistributions. According to a March 19, 2016 announcement by former
President Correa, the law would also generate additional revenue needed to offset the decline in oil prices. In order
to achieve its goals, the law regulates and discourages excessive consumption of cigarettes, alcoholic beverages and
sweetened beverages through a special consumption tax. Additionally, the law promotes the use of electronic
money and credit cards issued by entities that are part of the national financial system by refunding 2% and 1% of
payments made with electronic money and credit card, respectively, directly to consumers. The law also seeks to
halt currency outflows by discouraging the transfer of large amounts of cash and encouraging instead the use of
electronic means of payment.

Law of Solidarity

On May 20, 2016, the Ley Orgdnica de Solidaridad y de Corresponsabilidad Ciudadana para la
Reconstruccion de las Zonas Afectadas por el Terremoto de 16 de Abril de 2016 (the “Law of Solidarity”) was
published and became effective in an effort to reallocate public funds other than those for health and education,
toward reconstruction effort resulting from the Pedernales Earthquake. The Law of Solidarity includes the following
measures:

¢ increasing the value added tax by 2% (from 12% to 14%) for one year from June 1, 2016, of which an
additional 2% may be refunded if payments are made with electronic money (i.e. a 4% VAT
reimbursement applies in payments made with electronic money). On June 1, 2017, this rate returned
to 12%;

® a one-time contribution by natural persons equal to 0.9% of an individual’s total assets for individuals
whose total assets exceed U.S.$1 million;

® aone-time contribution by corporations equal to 3% of their 2015 taxable income; and

e a one-time yearly contribution of a day’s salary for those earning between U.S.$1,000 and U.S.$2,000
a month; a two-times yearly contribution of a day’s salary for those earning between U.S.$2,000 and
U.S.$3,000 a month; a three-times yearly contribution of a day’s salary for those earning between
U.S.$3,000 and U.S.$4,000 a month; a four-times yearly contribution of a day’s salary for those
earning between U.S.$4,000 and U.S.$5,000 a month; a five-times yearly contribution of a day’s salary
for those earning between U.S.$5,000 and U.S.$7,500 a month; a six-times yearly contribution of a
day’s salary for those earning between U.S.$7,500 and U.S.$12,000 a month; a seven-times yearly
contribution of a day’s salary for those earning between U.S.$12,000 and U.S.$20,000 a month; and an
eight-times yearly contribution of a day’s salary for those earning more than U.S.$20,000 a month.
People providing services or domiciled in the province of Manabi, canton Muisne and other affected
districts of the province of Esmeraldas, and citizens of other provinces that would have been
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economically affected, according to the conditions established by the Internal Revenue Service, are
exempt from making this contribution.

On February 21, 2019, the Law of Solidarity was amended by the Organic Law Reforming the Production
Code for the Establishment of Development Zones and the Organic Law of Solidarity. For further information on
the amendments to the Law of Solidarity, see “The Ecuadorian Economy—Economic and Social Policies—Organic
Law Reforming the Production Code, for the Establishment of Development Zones and the Organic Law of
Solidarity.”

Law to Eliminate Money Laundering and the Financing of Crimes

On July 21, 2016, the Ley Orgdnica de Prevencion, Deteccion y Erradicacion del Delito de Lavado de
Activos y del Financiamiento de Delitos (the “Law to Eliminate Money Laundering and the Financing of Crimes”)
was published and became effective. This law is intended to prevent, detect, and eliminate money laundering and the
financing of crimes by creating a registry of “unusual” and “unjustified” financial operations and transactions. In
addition to the institutions that are part of the financial and insurance systems of Ecuador, the law requires certain
other entities and institutions to report to the Financial and Economic Analysis Unit, the Government entity
responsible for compiling information and producing reports relating to money laundering.

Law on Tax Incentives

On October 12, 2016, the Ley Orgdnica de Incentivos Tributarios para Varios Sectores Productivos e
Interpretativa del Articulo 547 del Codigo Orgdnico de Organizacion Territorial, Autonomia y Descentralizacion
(the “Law on Tax Incentives”) was published and became effective. The Law on Tax Incentives is intended to
encourage productivity by extending tax incentives to additional sectors of the economy. The law establishes
income tax deductions for micro, small and medium sized businesses that provide private health insurance to their
employees and income tax deductions for public and commercial transport operators equal to the value of the
vehicles owned by such operators.

Law to Regulate Companies that Finance Pre-paid Health Services and Health Insurance Companies

On October 17, 2016, the Ley Orgdnica que Regula a las Compaiiias que Financian Servicios de Atencion
Integral de Salud Prepagada y a las de Seguros que Oferten Cobertura de Seguros de Asistencia Médica (the “Law to
Regulate Companies that Finance Pre-paid Health Services and Health Insurance Companies”) was published and
became effective. The law is intended to regulate health service companies and health insurance companies and to
provide clear legal requisites for the establishment and operation of those entities.

Law to Strengthen the Social Security System of the Armed Forces and National Police

On October 21, 2016, the Ley de Fortalecimiento a los Regimenes Especiales de Seguridad Social de las
Fuerzas Armadas y de la Policia Nacional (the “Law to Strengthen the Social Security System of the Armed Forces
and National Police”) was published and became effective. The law is intended to make the national system of
social security more sustainable over time by making adjustments and improvements to the pensions of public
servants from Ecuador’s Armed Forces and National Police.

Decree 1218

On October 25, 2016, pursuant to Article 147, Clause 13 of the 2008 Constitution, former President Correa
exercised his presidential authority to issue implementing regulations and signed Decree 1218, which modified
Article 135 of the Rules to the Public Planning and Finance Code. Decree 1218 changed the methodology that the
Ministry of Economy and Finance used to calculate the 40% total public debt to GDP ceiling established in Article
124 of the Public Planning and Finance Code. This change in methodology effectively reduces the amount of
internal public debt taken into account for purposes of calculating the 40% total public debt to GDP ceiling. For a
further discussion of the impact of Decree 1218, see “Public Debt.” Additionally, for a description of the risks of
any action by the Government in relation to the 40% total public debt to GDP ceiling and related accounting
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methodologies, see “Risk Factors—Risk Factors relating to Ecuador—The Republic may incur additional debt
beyond what investors may have anticipated as a result of a change in methodology in calculating the public debt to
GDP ratio for the purpose of complying with a 40% limit under Ecuadorian law, which could materially adversely
affect the interests of Noteholders” and “Risk Factors—The Office of the Comptroller General has issued a report
with conclusions from its audit to the Republic’s internal and external debt” in this Supplement. Since the Office of
the Comptroller General issued its CGR Audit Report and prior to the publication of the April 2019 Debt Bulletin,
the Ministry of Economy and Finance had only been releasing public debt to GDP ratio information applying the
aggregation methodology. In its April 2019 Debt Bulletin, the Ministry of Economy and Finance disclosed public
aggregate and consolidated debt figures as of April 30, 2019.

Following the recommendations made by the Office of the Comptroller General in the CGR Audit Report,
on June 21, 2018, the National Assembly approved the Organic Law for Productive Development (submitted by
President Moreno), which became effective on August 21, 2018, which among other things, provides certainty as to
the nature of certain activities as contingent liabilities for purposes of the calculation of the debt to GDP ratio, and
provides that for the period from 2018 to 2021 and until the public debt reaches a level below the public debt ceiling
of 40% of GDP, such public debt ceiling will not apply. This new law provides that for the period from 2018 to
2021, a fiscal stability plan will be implemented by the Ministry of Economy and Finance. The new law sets forth
that in each subsequent fiscal year after the period from 2018 to 2021, the General State Budget must be presented
with a fiscal program aimed at reducing over time the amount of total public debt relative to GDP, until it reaches a
level below the 40% debt to GDP ratio. The new law also mandated that the Ministry of Economy and Finance
issue within 90 days from August 21, 2018, a new regulation implementing a new accounting methodology, to be in
accordance with article 123 of the Public Planning and Finance Code (as amended), internationally accepted
standards and best practices for the registration and disclosure of public debt, see “Public Debt—Organic Law for
Productive Development, Investment, Employment and Fiscal Stability.”

On October 15, 2018, President Moreno issued Decree 537 repealing Decree 1218 in its entirety, which
became effective on October 30, 2018, see “Public Debt—Methodology for Calculating the Public Debt to GDP
Ratio.” On October 15, 2018, President Moreno issued Decree 537 repealing Decree 1218 in its entirety. On
October 30, 2018, Decree 537 was published and the repeal of Decree 1218 became effective.

On November 19, 2018, the Ministry of Economy and Finance issued the Regulation Implementing the
Public Debt to GDP Ratio Calculation Methodology setting out the definitions and methodology for calculating and
divulging the country’s public debt to GDP ratio, see Public Debt—Methodology for Calculating the Public Debt to
GDP Ratio.”

Law to Eliminate Speculation on Land Values and Tax Fixing

On December 13, 2016, the Ley Orgdnica para Evitar la Especulacion sobre el Valor de las Tierras y
Fijacion de Tributos (the “Law to Eliminate Speculation on Land Values and Tax Fixing”) was published and
became effective. This law is intended to create a more equal distribution of wealth and resources in Ecuador. This
law imposes a tax of 75% on capital gains obtained from the sale of real estate in excess of an amount equal to 24
basic unified wages, or U.S.$9,000 as of the time the minimum wage for the year 2017 went into effect. The Law to
Eliminate Speculation on Land Values and Tax Fixing also imposes more stringent property record keeping
obligations on the Autonomous Centralized Governments. This law was repealed on March 22, 2018. For more
information, see “The Ecuadorian Economy—Economic and Social Policies—Organic Law Repealing the Organic
Law to Eliminate Speculation on Land Values and Tax Fixing.”

Law to Reform the Organic Law of Public Service and Labor Code
On December 20, 2016, the Ley Orgdnica Reformatoria a la Ley Orgdnica de Servicio Publico y al Codigo
de Trabajo (“Law to Reform the Organic Law of Public Service and Labor Code”) was published and became

effective. Under this law, a public servant who ceases to work for a public institution receives full remuneration up
until the last day worked on the last month of work without receiving payment for the remaining days not worked on
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that month. The aim is not to overcompensate those employees partially working during a month as opposed to
those who work the full month.

Organic Code for the Environment

On April 12, 2017 the Céddigo Orgdnico del Ambiente (the “Organic Code for the Environment”) was
published and became effective on April 12, 2018. This code will regulate activities that impact and damage the
environment as well as allocate oversight of these activities to the Autoridad Ambiental Nacional (the “National
Environmental Authority”), the Sistema Unico de Manejo Ambiental (the “Office for Environmental Management”)
and the Autonomous Decentralized Governments upon certification. This code’s general principles include
sustainable development, clean technology, alternative energies, and production costs for measures to prevent, avoid
or reduce polluting activities. This code also provides for studies of environmental impact, environmental
management plans as well as sanctions and infractions due to violations of environmental norms.

Law to Restructure Debt of Public Banks and Closed Banks

On April 18, 2017, the Ley para la Reestructuracion de Deudas de Banca Publica, Banca Cerrada 'y Gestion
del Sistema Financiero Nacional y Régimen de Valores (the “Law to Restructure Debt of Public Banks and Closed
Banks”) was published and became effective. This law is intended to restructure and forgive debt (the “Debt”) arising
from the 1999 financial crisis in Ecuador which prompted the closure of seventeen banks. The Law to Restructure
Debt of Public Banks and Closed Banks forgives Debt of up to U.S.$150,000 that is owed by surviving spouses and
surviving cohabiting partners of deceased debtors as well as by debtors who are incapacitated. In addition, the Law to
Restructure Debt of Public Banks and Closed Banks forgives expenses, surcharges, and interest payments of debtors
of the BNF so long as the debtors make payment of at least 5% of the principal owed to BNF.

Organic Law for the National System of Road Infrastructure for Ground Transportation

On May 5, 2017, the Ley Orgdnica del Sistema Nacional de Infraestructura Vial del Transporte Terrestre
(the “Organic Law for the National System of Road Infrastructure for Ground Transportation”) was published and
became effective. The law establishes a regime for the design, planning, execution, construction, maintenance,
regulation and control of infrastructure for ground transportation and complementary services. The law classifies
roads by type to facilitate the approval of projects for the construction of road infrastructure, requires these projects
to include studies of environmental and social impact as well as of security of the road, and allocates responsibility
to the central Government and the Autonomous Decentralized Governments to maintain the infrastructure of ground
transportation.

Organic Law for the Citizenship Security and Public Order Entities

On June 21, 2017, the Cdodigo Orgdnico de las Entidades de Seguridad Ciudadana y Orden Piiblico (the
“Organic Law for the Citizenship Security and Public Order Entities”) was published. This law governs the
organization, institutional activities, professional development and administration of citizenship security and public
order entities.

Organic Administrative Code

On July 31, 2017, the Cédigo Orgdnico Administrativo (the “Organic Administrative Code”) was published
and became effective on July 31, 2018. This law will unify the procedures, defenses, penalties and statutes of
limitations applicable in connection with administrative proceedings other than tax proceedings. Additionally, this
code will repeal the Ley de Modernizacion del Estado, Privatizaciones y Prestacion de Servicios Piiblicos por parte
de la Iniciativa Privada.
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Organic Law for the Application of the Referendum

On September 8, 2017, the Ley Orgdnica para la Aplicacion de la Consulta Popular Efectuada el 19 de
febrero de 2017 (the “Organic Law for the Application of the Referendum™) was published and became effective.
The law establishes that those who hold posts by popular election and those who are candidates for those posts, as
well as public servants and those who apply to be public servants, cannot own goods or capital in territories
considered tax havens. Any elected officials or public servants who own goods or capital in tax havens must
comply with this law, left their positions by March 6, 2018 or face removal.

Organic Law to Reform the Organic Law of Public Service

On September 13, 2017, the Ley Orgdnica Reformatoria a la Ley Orgdnica del Servicio Piiblico (the “2017
Organic Law to Reform the Organic Law of Public Service”) was published and became effective. This law
establishes a mechanism to regulate the temporary contracting of public servants in public entities in order to
prevent public servants in temporary positions from becoming permanent public servants, in practice, without being
subject to merit-based competitions.

Organic Law to Reform the Organic Law of Public Service and the Labor Code to Prevent Labor
Harassment

On November 9, 2017, the Ley Orgdnica Reformatoria a la Ley Orgdnica del Servicio Piblico y al Codigo
del Trabajo para Prevenir el Acoso Laboral (the “Organic Law to Reform the Organic Law of Public Service and
the Labor Code to Prevent Labor Harassment”) was published and became effective. The law intends to prevent
harassment in the workplace. The law establishes a definition of harassment in the workplace, a procedure to deal
with workplace harassment claims, and the potential effects of behavior constituting harassment in the workplace.

Organic Law for the Reactivation of the Economy

On November 29, 2017, the National Assembly approved the Organic Law for the Reactivation of the
Economy, Strengthening of Dollarization and Modernization of Financial Management. On December 11, 2017,
President Moreno partially objected to the passing of the law. On December 29, 2017, the law was published and
became effective after undergoing certain amendments pursuant to President Moreno’s objection. The law alters
applicable deductions and tax rates with the intention of increasing revenues through progressive taxes that do not
affect the poorest in society.

Integral Organic Law to Prevent and Eradicate Violence Against Women

On February 5, 2018, the Ley Orgdnica Integral para Prevenir y Erradicar la Violencia Contra las
Mujeres (the “Integral Organic Law to Prevent and Eradicate Violence Against Women’) was published and became
effective. This law strengthens the protections provided to women by the Government against domestic violence.
Measures include appointing several government entities to oversee a registry of abusers of women.

Organic Law Repealing the Organic Law to Eliminate Speculation on Land Values and Tax Fixing

On March 22, 2018, the Ley Orgdnica Derogatoria de la Ley Orgdnica para Evitar la Especulacion Sobre el
Valor de las Tierras y Fijacion de Tributos, de Conformidad con la Consulta Popular del 4 de Febrero de 2018
(“Organic Law Repealing the Organic Law to Eliminate Speculation on Land Values and Tax Fixing”’) was published
and became effective. This law was enacted as a result of the referendum and popular consultation held on February
4, 2018, where over 63% voted in favor of repealing the Organic Law to Eliminate Speculation on Land Values and
Tax Fixing.

Organic Law Reforming the Organic Law of the Council for Citizen Participation and Social Control

On March 23, 2018, the Ley Orgdnica Reformatoria a la Ley Orgdnica del Consejo de Participacion
Ciudadana y Control Social para Aplicacion de la Pregunta 3 del Referéndum Celebrado el 04 De Febrero de 2018
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(“Organic Law Reforming the Organic Law of the Council for Citizen Participation and Social Control”) was
published and became effective. This law was enacted due to a 63.08% vote in favor to question 3 of the
consultation and popular consultation held on February 4, 2018. This law changes the requirements and mechanism
for election of members to the National Council for Citizen Participation and Social Control. The Council is
charged with sponsoring the participation and social control of the general public, fighting corruption, and designing
processes to ensure authorities comply with the Constitution.

Organic Law of Border Development

On May 17, 2018, the Ley Orgdnica de Desarrollo Fronterizo (the “Organic Law of Border Development™)
was published and became effective. This law aims to develop the areas around Ecuador’s borders by creating
mechanisms by which the central government and the autonomous decentralized governments can provide help. It
prescribes tax incentives as well as preferential lines of credit to help develop these areas.

Organic Law for the Integral Planning of the Special Amazon Territorial Circumscription

On May 21, 2018, the Ley Orgdnica para la Planificacion Integral de la Circunscripcion Territorial
Especial Amazonica (the “Organic Law for the Integral Planning of the Special Amazon Territorial Circumscription”)
was published and became effective. The purpose of this law is to regulate the Integral Planning of the Special
Amazon Territorial Circumscription and its territorial order, observing social, economic, cultural and environmental
aspects. The law establishes several committees to oversee the projects. It also establishes two funds for the
financing of the Special Amazon Territorial Circumscription: one from the sale of petroleum from the region and the
other from the sale of minerals, hydroelectric power, hydrocarbons, and profits from state-owned enterprises in the
region.

Law Reforming the Civil Aviation Law

On June 11, 2018, the Ley Reformatoria a la Ley de Aviacion Civil (the “Law Reforming the Civil Aviation
Law”) was published and became effective. The law provides for investigations of any accidents involving airplanes
by a specialized committee. The law also prescribes a timeframe for the committee to detail and finalize its reports.

Law Reforming the Social Security Law

On June 18, 2018, the Ley Reformatoria a la Ley de Seguridad Social (the “Law Reforming the Social
Security Law”) was published and became effective. The law increases social security payments to retirees who
belong to the Rural Social Security from U.S.$65 to U.S.$100. It is retroactive from January 1, 2018. The law also
provides for automatic increases consistent with those of the minimum wage.

Law Reforming the Organic Law on Higher Education

On August 2, 2018, the Ley Orgdnica Reformatoria a la Ley Orgdnica de Educacion Superior (the “Law
Reforming the Organic Law on Higher Education”) was published and became effective. The law provides that the
academic trajectory, socioeconomic status, location and other factors will be taken into account in addition to the Ser
Bachiller exam in order to evaluate the admission of a student to a public university. The law also provides for the
creation of two public universities in the Amazon region and another in Santo Domingo de los Tsachilas.
Furthermore, the law aims to provide more autonomy to universities and to guarantee greater student and academics
participation in the decision making process, and includes sanctions for bullying, discrimination and gender
violence.

Organic Law for Productive Development
On June 21, 2018, the National Assembly approved the Organic Law for Productive Development and, after
a Presidential partial veto, it became effective on August 21, 2018. The law aims to provide tax incentives for small

and medium sized companies and to promote new investments in the country. The law provides for a 12 year income
tax exemption (eight years if the investment is in Quito or Guayaquil and 15 years for investments in the industrial
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and agricultural sectors, including agricultural cooperatives, in the border regions of the country) for new productive
investments in priority sectors, such as food production, forestry and agricultural land reforestation (agroforestry),
metal-mechanic, petrochemical, pharmaceutical, tourism, renewable energy, foreign trade logistical services,
biotechnology and import replacement and export promotion and a 15 year income tax exemption (20 years if the
investment is in one of the border regions of the country) for productive investments the industrial, agricultural and
agro associative sectors and any other basic industries determined by Ecuadorian law in the future. It also provides
for remittances of interests, fines and charges over, among others, declared delayed tax payments, social security
contributions and amounts owed to state-owned utilities as well as under student loans and grants. Finally, it provides
for a simplified administrative process for social housing projects, which will also benefit from the incentives in the
law.

The Organic Law for Productive Development also includes other incentives, such as the option for
investors to agree to settle disputes with the Republic through national or international arbitration under UNCITRAL
Rules before the Permanent Court of Arbitration, under the rules of the International Chamber of Commerce in
Paris, or under the rules of Inter American Commercial Arbitration Commission at the choice of the investor, and
amends the Civil Procedure Code so that an international arbitration award will be enforced without a prior
homologation process (exequdtur). As a result, international arbitral awards will be directly enforceable as is the
case with domestic awards.

The Organic Law for Productive Development reforms Article 123 of the Public Planning and Finance
Code by expressly confirming that a contingent liability may originate from the activities listed below, and that it will
be excluded from the calculation of public debt for the period for which it remains contingent. A contingent liability
will only be considered public debt, and included in the calculation of total public debt to GDP ratio, in such amount
and to the extent the obligation become due and payable. A contingent liability may originate when:

e the Central Government issues sovereign guarantees for the benefit of public sector entities that enter
into public debt, together with all provisions made for their payment;

¢ notes linked to duly documented payment obligations are issued;

e guarantee agreements to secure the proper use of non-reimbursable contributions received by any
applicable entity are entered into; and

e the public sector incurs contingent liabilities in accordance with applicable law, or other liabilities are
incurred within the context of agreements with international credit agencies.

For further information regarding amendments to certain provisions of the Public Planning and Finance
Code, see “Public Debt—Organic Law for Productive Development, Investment, Employment and Fiscal Stability.”

Organic Law for the Optimization and Efficiency of Bureaucratic Procedures

On October 23, 2018, the Ley Orgdnica para la Optimizacion y Eficiencia de Trdamites Administrativos (the
“Organic Law for the Optimization and Efficiency of Bureaucratic Procedures”) was published and became
effective. The law aims to simplify and cheapen bureaucratic procedures across the board to further expand
people’s access to the public administration. To achieve this, the law limits the ability of regulated entities to create
bureaucratic procedures and requirements without first proving that they are not an unnecessary burden to users;
requires that new bureaucratic requirements and procedures be published and accessible to the population with
appropriate instructions; creates a presumption for the user that their affidavits and filings required for a bureaucratic
procedure are true until proven false; prohibits regulated entities within the public administration from requiring
original documents or more documentation or forms of ID than necessary for a bureaucratic procedure when the
relevant information is available in the public registry to that effect; mandates the creation of an online platform to
make payments for bureaucratic procedures; and, among others, orders the creation of a system to cancel tax debt
owed by government contractors against any credit that they might have against the Republic for the goods or
services provided.
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Law Creating the Del Rio University-UDR

On December 6, 2018, the Ley de Creacion de la Universidad del Rio-UDR (“Law Creating the Del Rio
University-UDR”) was published and became effective. The law creates a public university, Universidad Del Rio
(“UDR”), with legal personhood and academic, administrative and financial autonomy. UDR will have its main
campus in Guayaquil.

Organic Law for the Institutionalization of the Live Arts Festival in Loja as a Place for the Gathering
and Promotion of Ecuador’s Cultural Expressions and Identity

On January 14, 2019, the Ley Orgdnica para la Institucionalizacion del Festival Internacional de Artes
Vivas de Loja como Espacio de Encuentro 'y Fomento de las Expresiones Culturales e Identidad del Ecuador
(“Organic Law for the Institutionalization of the Live Arts Festival in Loja as a Place for the Gathering and
Promotion of Ecuador’s Cultural Expressions and Identity””) was published and became effective. This law provides
that the "Festival Internacional de Artes Vivas de Loja" and the National Program "Camino a Loja" shall be held
annually in the city of Loja.

Organic Law Interpreting the Ninth General Section of the Organic Law on Intercultural Education

On January 16, 2019, the Ley Orgdnica Interpretativa de la Disposicion General Novena de la Ley
Orgdnica de Educacion Intercultural (“Organic Law Interpreting the Ninth General Section of the Organic Law on
Intercultural Education’) was published and became effective. This law reinterprets the Ley Orgdnica de Educacion
Intercultural (“Organic Law for Intercultural Education”) to allow retirees in the public education sector who retired
between 2008 and 2011 to benefit from a stimulus package that did not previously apply to them.

Organic Law Reforming the Organic Law of Communication

On February 20, 2019, the Ley Orgdnica Reformatoria a la Ley Orgdnica de Comunicacion (“Organic Law
Reforming the Organic Law of Communication”) was published and became effective. This law, in part: (1)
changes the percentage of the population required to be reached by a media outlet for that media outlet to be
categorized as a “national” media outlet; (2) raises the limit on foreign ownership of national media outlets to 49%;
(3) limits censorship by governmental authorities; (4) abolishes joint and several liability of media outlets for libel in
certain cases; (5) removes the requirement to balance media coverage for adverse parties in judicial cases; (6)
eliminates the Superintendencia de la Informacion y Comunicacion (“Superintendency of Information and
Communication”); (7) introduces the concept of autoregulation for media outlets; and (8) redefines the requirements
for “nationally produced” advertisements for purposes of allocating airtime in accordance with legally established
quotas.

Organic Law Reforming the Production Code for the Establishment of Development Zones, and the
Organic Law of Solidarity

On February 21, 2019, the Organic Law Reforming the Production Code for the Establishment of
Development Zones, and the Organic Law of Solidarity was published and became effective. This law reforms the
Production Code to create a mechanism for the establishment of Polos de Desarrollo (“Development Zones™)
throughout the country, with special attention to border towns. Development Zones are defined in the law as areas
with potential for productive development, attracting investment, generating local and foreign re-investment in
goods, services, facilities and infrastructure. The law allows local governments to provide tax and non-tax
incentives to investors in Development Zones in addition to any tax incentives available under other laws.

In an effort to promote the reconstruction of the territories affected by the Pedernales Earthquake, this law
also reforms the Law of Solidarity, including measures such as assigning necessary funding for the development and
implementation of new degrees in technical schools and universities in the provinces of Manabi and Esmeraldas,
tailored to the specific needs of those territories, and the development of related infrastructure. Similarly, the law
provides for private and public ventures in those territories to promote, and give preference to local employment.
The law, among other measures, mandates public banks to give preference in opening lines of credit to entrepreneurs
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and others involved in productive activities in those territories. The law also provides for special tax incentives for
residents of the provinces of Manabi and Esmeraldas, and the preferential provisioning of funds for the development
of the tourism sector and for environmental preservation in the region.

Organic Law of Energy Efficiency

On March 19, 2019, the Ley Orgdnica de Eficiencia Energética (“Organic Law of Energy Efficiency”) was
published and became effective. This law establishes the Sistema Nacional de Eficiencia Energética (the “National
System for Energy Efficiency” or “SNEE”) as the network of governmental agencies, policies and programs tasked,
among others, with carrying out the 10-year Plan Nacional de Eficiencia Energética (“National Plan of Energy
Efficiency” or “PLANEE”) under the Ley Orgdnica del Servicio Piiblico de Energia Eléctrica (the “Organic Law of
the Electric Power Public Service”), and promotes efficiency in the private and public use of the country’s energy
production with the purpose of enhancing productivity and competition and mitigating, and increasing awareness of,
the effects of climate change. The law also creates the Comité Nacional de Eficiencia Energética (“National
Committee for Energy Efficiency” or “NCEE”) as the inter-agency committee in charge of coordinating the SNEE
and issuing directives for the country’s energy regulators on energy saving and efficiency.

The Organic Law of Energy Efficiency also mandates that policies and regulations for the regulated sectors
of construction and transportation promote the Republic’s policies regarding energy efficiency. This law also
requires the establishment of a statistical database of energy source, the promulgation of a general regulation by the
executive branch setting forth the necessary incentives to carry out the law’s mandates and the creation by local
governments of incentives to promote the use of electric vehicles.

Organic Law on Prevention and Punishment of Violence in Sports

On April 30, 2019, the Ley Orgdnica de Prevencion y Sancion de la Violencia en el Deporte (“Organic
Law on Prevention and Punishment of Violence in Sports”) was published and became effective. This law creates a
special legal framework and mandate for the prevention and punishment of all forms of violence, racism,
xenophobia and other forms of intolerance in sports, by mandating the creation of public safety plans in sporting
events tailored to the different risk factors inherent to such events; requiring licensing to hold sporting events open
to the public; assigning new responsibilities to the press and to the different national and local governmental
agencies and establishing a set of legal principles and policies to achieve the goals of the law; creating a set of rights
and responsibilities of attendees to public sporting events; mandating special access and spaces for people with
disabilities and the elderly; and regulating the types of objects permitted inside public sporting events.

Organic Law on the Ombudsman Office

On May 6, 2019, the Ley Orgdnica de la Defensoria del Pueblo (“Organic Law on the Ombudsman
Office”) was published and became effective. This law creates the Ombudsman office as an independent and
decentralized public office in charge of protecting and promoting human rights and the rights of the environment
and outlines its structural organization, principles, powers and responsibilities.

Organic Law on the Elderly

On May 9, 2019, the Ley Orgdnica de las Personas Adultas Mayores (“Organic Law on the Elderly”) was
published and became effective. The goal of this law is to promote, regulate and guarantee the rights of the elderly.
It creates a set of principles, rights and incentives for the benefit of Ecuadorian residents who are 65 years of age or
older. It creates the Sistema Nacional Especializado de Proteccion Integral de los Derechos de las Personas
Adultas Mayores (the “National System for the Protection of the Rights of the Elderly”) as the network of agencies,
public and private services, rules and regulations, policies, plans, programs and activities in place to guarantee the
protection of the elderly, tasked with designing, formulating, executing, evaluating and following up on the rules,
regulations, policies, services and programs for the benefit of the elderly.
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2019 Organic Law Reforming the Organic Law of Public Service

On May 9, 2019, the Ley Orgdnica Reformatoria a la Ley Orgdnica de Servicio Publico (2019 Organic
Law to Reform the Organic Law of Public Service”) was published and became effective. This law reforms the
Organic Law of Public Service by adding the right of civil servants to request medical leave at their place of
employment.

New Commercial Code

On May 29, 2019, the new Cddigo de Comercio (“New Commercial Code”) was published and became
effective. The New Commercial Code updates and modernizes the legal framework of commercial transactions in
Ecuador. Among its 1,328 articles, it modifies the statute of limitations for commercial obligations, consolidates the
legal framework on leasing and commercial leases, seeks to reduce excessive formalities, creates a legal framework
for electronic commerce, and codifies and regulates other types of commercial transactions such as brokerage,
supply, distribution systems, logistics, and others.

Organic Law Reforming the Organic Law of Electric Power Public Service

On June 22, 2019, the Ley Orgdnica Reformatoria a la Ley Orgdnica del Servicio Piblico de Energia
Eléctrica (“Organic Law Reforming the Organic Law of Electric Power Public Service” ) was published and became
effective. This law modifies the Organic Law of Electric Power Public Service, expanding on the requirement that
customers be billed separately for power distribution and trash collection, and related procedures, as well as
expanding on the Government’s role in creating incentives for providers of electric power in developing rural areas.

Organic Law Reforming the Civil Procedure Code

On June 26, 2019, the Organic Law Reforming the Civil Procedure Code was published and became
effective. This law harmonizes certain rules of civil procedure with constitutional due process requirements
involving oral pleadings, public defense, service of process, appeals, among others.

Law Reforming the Civil Aviation Law and the Aeronautics Code, on Airplane Accidents and Incidents

On July 2, 2019, the Ley Reformatoria a la Ley de Aviacion Civil y al Codigo Aerondutico, sobre la
Investigacion de Accidentes e Incidentes de Aeronaves (“Law Reforming the Civil Aviation Law and the
Aeronautics Code, on Airplane Accidents and Incidents”) was published and became effective. This law establishes
the powers and responsibilities of the Junta Investigadora de Accidentes (“Accidents Investigation Board”) as the
entity in charge of investigating the causes and circumstances of civil airplane accidents that take place in Ecuador.

Anti-Corruption Measures in Ecuador

Since President Moreno was elected, the Government of Ecuador has been putting in place several
initiatives to fight corruption in the country and several alleged cases of corruption against current or former public
officials of state-owned companies are being investigated. In February 2018, certain amendments to the 2008
Constitution were approved by national popular referendum, including, among others, that those convicted of
corruption related offenses should lose their political rights. In March 2018, Petroecuador and the Unidad de Andlisis
Financiero y Economico (the “Financial and Economic Analysis Agency”) entered into an inter-institutional
agreement to work together in the prevention, detection and eradication of money laundering and financing of crimes
within Petroecuador. On June 11, 2018, the Office of the Prosecutor General and the Servicio Nacional de
Contratacion Piiblica (the “National Service for Public Procurement”) entered into a framework agreement for
cooperation between both institutions to allow joint operations in the fight against corruption. On September 13,
2018, President Moreno, in his efforts to fight corruption, submitted a new law proposal to the National Assembly
aimed at providing protection to whistle blowers of proven corruption. As of the date of this Supplement there are
several law proposals under review by the National Assembly aimed at fighting corruption and enabling the
recovery of the defrauded amounts.
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On February 6, 2019 President Moreno issued decree No. 665 creating the Secretaria Anticorrupcion de la
Presidencia de la Repiiblica (“Anticorruption Secretariat”) tasked with, among others, setting an agenda for the
creation of public policies and actions allowing for whistleblowing on corrupt acts within the administration;
coordinating collaboration between governmental institutions, courts and entities involved in investigating, trying
and penalizing corruption cases; and articulating with the Ministry of Foreign Affairs and Human Mobility the
implementation of existing international agreements on the subject.

On February 18, 2019 President Moreno announced his plans to form the Comision Internacional contra la
Corrupcion (“International Commission against Corruption”) with the aim of providing support to governmental
agencies charged with denouncing, investigating and prosecuting acts of corruption in Ecuador. The International
Commission against Corruption is composed of five international experts on corruption and three secretariats with
other national and international experts. Members of the International Commission against Corruption will be
designated by agreement between the government and the United Nations Office on Drugs and Crime. The
International Commission against Corruption was formally created on May 13, 2019.

On February 25, 2019 the CNE partnered with the Financial and Economic Analysis Agency to provide
mutual collaboration in, among others, detecting money laundering and the financing of criminal enterprises. On
June 6, 2019, the heads of Ecuador’s Office of the Comptroller General and the Comision Nacional Anticorrupcion
(“National Anticorruption Commission”) signed a two-year collaboration agreement to carry out coordinated efforts
to better process corruption complaints and to implement preventive measures, to identify and promote best
practices, to enhance communication between both entities, in order to develop training programs promoting ethical
behavior, and to promote civic involvement throughout the country to increase public accountability. On June 11,
2019, the Funcion de Transparencia 'y Control Social (the “Transparency Committee”), composed of representatives
of 14 government entities and presided over by the Comptroller General, approved a national plan aimed at building
inter-institutional collaboration in the fight against corruption.

On July 25, 2019, President Moreno issued decree No. 828 (“Decree 828”) designating the Anticorruption
Secretariat as Ecuador’s representative authority under the terms of the Interamerican Convention against
Corruption.

Strategic Sectors of the Economy

The Ministry for the Environment, the Ministry of Telecommunications and the Ministry of Energy and
Non-Renewable Natural Resources (which resulted from the merger of the Ministry of Electricity and Renewable
Energy, the Ministry of Mines and the Ministry of Hydrocarbons) are in charge of the water, telecommunications,
electricity, and natural resources (oil and mining) sectors of the economy, respectively.

The Republic considers these sectors as the most important aspects of its economy. Consequently, public
investment in these segments has grown at a rapid rate. Historically, the Government has considered the water,
telecommunications, natural resources, and electricity sectors to be the most important sectors of the economy. In
2014, the Government invested U.S.$7,017 million in these strategic sectors, compared to U.S.$6,536 million in
2013. In 2015, investment in Ecuador’s principal economic sectors decreased by 18% to U.S.$5,736 million. This
decrease was due to the Government’s decision to decrease investment in the oil sector in 2015 as a result of
expected lower revenues from oil sales. Investment in the oil and mining sector decreased from U.S.$3,014 million
in 2015 to U.S.$2,533 million in 2016. In 2016, the Government invested U.S.$4,386 million in the strategic sectors,
compared to U.S.$5,736 million in 2015. In 2016, the Government invested in water, telecommunications, natural
resources and electricity, including investments made by the state-owned company that administered all
infrastructure projects carried out by the Ministerio Coordinador de Sectores Estratégicos (the “Ministry of
Coordination of Strategic Sectors” or “MICSE”) which was abolished on May 24, 2017, and other areas of
investments including those made by the Ministry for the Environment and the Public Enterprise Administrator of
the Special Economic Development Zone Eloy Alfaro ZEDE.

The total aggregate investment amount in the strategic sectors from 2012 to 2016 was U.S.$28,024 million.

The following chart sets forth accumulated investment in strategic sectors since 2013.
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Strategic Sector Investment”’
(in millions of U.S.$)

2013 2014 2015 2016%
W aLET . .ottt 201 363 485 234
Telecommunications 425 296 321 240
Natural Resources (oil and mining) 3915 4,339 3,014 2,533
EIECtriCItY .. v et e 1,730 1,777 1,801 1,348
Ecuador Estratégico 191 175 57 28
Other investment @ 67 66.12 56.31 26
Total Investment 6,529 7,017 5,734 4,409

Source: MICSE Information available as of December 2016.

(1) Strategic sector investment figures are no longer published.

(2) Includes preliminary information. Public companies have yet to adjust their budgets.

(3) Includes investments made by the Ministry for the Environment and the Public Enterprise Administrator of the Special
Economic Development Zone Eloy Alfaro (ZEDE).

Ecuador Estratégico

Ecuador Estratégico is a state-owned company created by executive decree in 2011 tasked with evaluating
project proposals submitted by municipalities, administering and distributing funds towards approved projects, and
supervising the completion and progress of each project. Ecuador Estratégico also acts as supervisor in public
procurement for the financing of infrastructure projects. These financings are procured through public tender
carried out by the Ministries under the supervision of Ecuador Estratégico, in consultation with the Ministry of
Economy and Finance. A project is assigned to the financing entity through a points-based evaluation system that
considers the bidders’ qualifications as well as compares the Ministry’s particular needs and preferences with the
different elements of the bids (e.g. price, experience of the financing entity in the type of project, and overall
experience, among others). The financing entity with the most points is chosen to finance the project. Financing
can be procured through joint venture contracts and direct investment through a concession grant or service contract.

On February 13, 2015, former President Correa signed decree 578 (“Decree 578”), which creates the
Ministerio de Minas (“Ministry of Mines”) and renames the Ministry of Non-Renewable Natural Resources as the
Ministerio de Hidrocarburos (“Ministry of Hydrocarbons”). Decree 578 was signed with the purpose of
establishing one ministry to supervise and regulate geological, mineral, and metallurgical activities in the country,
which were formerly undertaken by the Ministry of Natural Resources and the Vice-Ministry of Mines. On May 15,
2018, by executive decree, President Moreno merged the Ministry of Hydrocarbons, the Ministry of Electricity and
Renewable Energy, the Ministry of Mining and the Secretariat of Hydrocarbons to become the Ministry of Energy
and Non-Renewable Natural Resources. A 90-day period was established for the implementation of the merger. On
August 8, 2018, President Moreno issued decree No. 471 extending the term for the implementation of the merger
until September 14, 2018. The merger was implemented in September 2018. On September 20, 2018, by executive
decree No. 517, President Moreno confirmed Carlos Pérez in his post as Minister of Energy and Non-Renewable
Natural Resources.

il Sector

Ecuador’s oil reserves are managed directly by state-owned oil companies Petroecuador and
Petroamazonas and through service contracts with other Ecuadorian and foreign companies. Oil exploitation
operations are conducted under the supervision and regulation of the Ministry of Energy and Non-Renewable
Natural Resources acting through the Hydrocarbons Regulation and Control Agency.

The Ministry of Energy and Non-Renewable Natural Resources also provides technical, economic and
legal support in service contract origination and public bidding processes. In November 2012, former President
Correa signed decree 1351-A (the “Consolidation Decree”), which consolidated the operations of Petroecuador and
Petroamazonas allocating exploration and exploitation of hydrocarbon resources to Petroamazonas and
transportation, refining and commercialization activities to Petroecuador.

While revenues from oil exports (including oil derivatives) decreased from 2012 to 2016, non-petroleum
sources of revenue in the non-financial public sector increased during that time period. As a result, the percentage
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of oil revenues with respect to GDP declined in relation to the percentage of GDP of non-petroleum revenues during
that time period. According to data from the Central Bank of Ecuador, Ecuador’s crude oil exports reached
U.S.$13,016 million in 2014, a 3.0% decrease from U.S.$13,412 million in 2013. Additionally, crude oil exports in
2015 reached U.S.$6,355 million, a 51.2% decrease from U.S.$13,016 million in 2014. In 2016, crude oil exports
reached U.S.$5,054 million, a 20.4% decrease from U.S.$6,355 million in 2015. This decrease was due to a
decrease in the average price of Ecuadorian petroleum per barrel from U.S.$45.68 in 2015 to U.S.$34.96 in 2016.
The Esmeraldas refinery underwent a period of preventative maintenance through the end of 2015. In 2016, the
fully-operational Esmeraldas refinery processed larger quantities of refined petroleum, temporarily reducing the
average price of petroleum per barrel up to the third quarter of 2016, when the price of petroleum began to increase.
In 2017, crude oil exports reached U.S.$6,190 million, a 22.5% increase from U.S.$5,054 million in 2016. This
increase was due to an increase of 31% in the average price of petroleum per barrel from U.S.$34.96 in 2016 to
U.S.$45.68 in 2017. In 2018, crude oil exports totaled U.S.$7,853 million, a 26.9% increase from U.S.$6,190 million
in 2017. This increase was due to an increase in the average international price of petroleum per barrel from
U.S.$45.68 in 2017 to U.S.$60.55 in 2018, despite a 4% decrease in export volume, from 18,950 thousand metric
tons to 18,192 thousand metric tons. In the first five months of 2019, crude oil exports totaled U.S.$3,361 million, a
7.2% increase from U.S.$3,136 million in the first five months of 2018. This increase was primarily due to a 12.3%
increase in the aggregate volume of oil exports despite a 4.2% decrease in the price per barrel.

Revenues from non-petroleum sources in the non-financial public sector increased in both 2014 and 2015,
reaching U.S.$23,939 million in 2014 and U.S.$25,758 million in 2015. Both increases were due to increased tax
revenues for both years. In 2016, revenues from non-petroleum sources in the non-financial public sector reached
U.S.$24,294 million, which is a decrease from the U.S.$25,758 million in 2015. This decrease was due to certain
factors including a reduced collection in taxes mainly in income taxes and value-added tax which decreased by 23%
and 15% respectively from 2015. In 2017, revenues from non-petroleum sources in the non-financial public sector
reached U.S.$25,473 million, which is an increase from the U.S.$24,294 million in 2016. This increase was
primarily due to the recovery of investment through the sale of shares in 2017. In 2018, revenues from non-
petroleum sources in the non-financial public sector totaled U.S.$27,644 million, a 8.5% increase from U.S.$25,473
million in 2017. This increase was primarily due to an increase in revenues from tax collections.

In 2017, Central Government oil revenues represented 1.6% of GDP and 9.2% of Central Government
revenues and non-petroleum revenues represented 16.0% of GDP and 90.8% of Central Government revenues. For
more information on Central Government revenues, see “Public Sector Finances—Central Government Revenues
and Expenditures.” In the same year, oil revenues for the non-financial public sector represented 5.6% of GDP and
17.5% of non-financial public sector revenues and non-petroleum revenues represented 24.4% of GDP and 76.2% of
non-financial sector revenues. In 2017, Central Government oil revenues reached U.S.$1,676 million, which is a
decrease from the U.S.$2,003 million in 2016. This decrease was due to a decrease in oil production in 2017. For
more information on revenues of the non-financial public sector, see “Public Sector Finances—Non-Financial
Public Sector Revenues and Expenditures.”

In 2018, Central Government oil revenues represented 1.9% of GDP and 10.4% of Central Government
revenues and non-petroleum revenues represented 16.7% of GDP and 89.6% of Central Government revenues. For
more information on Central Government revenues, see “Public Sector Finances—Central Government Revenues
and Expenditures.” In the same year, oil revenues for the non-financial public sector represented 8.0% of GDP and
22.2% of non-financial public sector revenues and non-petroleum revenues represented 25.6% of GDP and 71.1% of
non-financial sector revenues. In 2018, Central Government oil revenues reached U.S.$2,109 million, which is an
increase from the U.S.$1,676 million in 2017. This increase was due to variations in price and volume of imports of
oil derivatives, while oil production decreased by 5.14 million barrels, price per barrel increased by U.S.$13.94
during that period. For more information on revenues of the non-financial public sector, see “Public Sector
Finances—Non-Financial Public Sector Revenues and Expenditures.”

In January 2015, in response to the decline of oil prices in the last quarter of 2014, Ecuador reduced its
2015 budget by U.S.$1.4 billion, resulting in a modified budget of U.S.$34.9 billion for 2015. In August 2015, in
response to the continuing decline of oil prices, Ecuador further reduced its 2015 budget by U.S.$800 million,
resulting in a modified budget of U.S.$34.1 billion. In November 2015, the National Assembly approved a budget
of U.S.$29.8 billion for 2016, a decrease of 17.9% as compared to the original budget for 2015. The 2016 budget
assumed an average crude oil price of U.S.$35 per barrel, which represents a 56% decrease from the U.S.$79.7 per
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barrel assumption of the original 2015 budget. The actual average crude oil price per barrel at the end of 2016 was
U.S.$34.96, which represents a 16.52% decrease from the actual U.S.$41.88 average crude oil price per barrel at the
end of 2015.

Petroecuador and Petroamazonas are state-owned companies and are legal entities with their own assets
and budgetary, financial, economic and administrative autonomy. The Ministry of Energy and Non-Renewable
Natural Resources conducts the management of non-renewable hydrocarbon resources and is tasked with executing
activities such as the administration of oil fields and the execution and modification of oil field contracts.

As part of the ongoing plan to optimize the administration of the State, a committee was created among the
Public Companies Coordinator Company, the General Secretariat of the Presidency, the National Secretariat for
Planning and Development and the Ministry of Energy and Non-Renewable Natural Resources, along with technical
teams from Petroecuador and Petroamazonas, to start carrying out the process to merge Petroecuador and
Petroamazonas. On April 24, 2019, President Moreno issued Decree 723 ordering the merger of Petroecuador and
Petroamazonas into a single public company, and creating the Temporary Merger Unit charged with managing the
merger under the supervision of the Minister of Energy and Non-Renewable Natural Resources. The decree also
sets December 31, 2020 as the deadline for completion of the merger.

Exploitation

Under the 2008 Constitution, all subsurface natural resources are property of the state, and in the case of
petroleum, following the Consolidation Decree, its exploitation is undertaken directly by Petroamazonas. The 2008
Constitution, however, permits the Government to contract with the private sector for the development of these
natural resources.

The 2008 Constitution, the Hydrocarbons Law, the Consolidation Decree, decree 315 (“Decree 315”) and
decree 314 (“Decree 314”) set out the following reforms which clearly define the public sector oil entities’ functions
as follows:

e the Ministry of Hydrocarbons (now the Ministry of Energy and Non-Renewable Natural Resources)
implements the hydrocarbon policies defined by the Republic’s president;

e the Secretariat of Hydrocarbons (now part of the Ministry of Energy and Non-Renewable Natural
Resources) of Ecuador conducts the public tender process for specific service contracts to develop oil
fields, and executes and administers such contracts;

e the Hydrocarbons Control and Regulation Agency controls and oversees hydrocarbon activity in all its
phases;

e Petroecuador is involved in the refining, and industrialization of hydrocarbon activities, as well as their
internal and external marketing; and

e Petroamazonas is involved in the exploration and production of hydrocarbons.

For more information on the formation of the Ministry of Energy and Non-Renewable Natural Resources
through the merger of the Ministry of Hydrocarbons, the Ministry of Electricity and Renewable Energy, the Ministry
of Mining and the Secretariat of Hydrocarbons , see “The Republic of Ecuador—Form of Government.”

Under the above framework, Ecuador allows foreign investment in its hydrocarbon resources, which, under
the 2008 Constitution and Hydrocarbons Law are exclusively owned by the state. In November 2010, the
Government completed its contract renegotiations with foreign oil companies under the Hydrocarbons Law, which,
as mentioned above, replaced production-sharing agreements for private companies with a fixed per-barrel fee for
their exploration and production activities.

71



Production

Petroleum Production
(in thousands of barrels per year, except where noted)

For the year ended December 31, Januaryl — May 31,

2014 2015 2016 2017 2018 2018 2019
Petroleum 557 543 548 531 517 514 530
Public Companies ? 157,976 154,308 158,118 152,092 146,351 59,937 62,700
Other operators 45,166 43,922 42,593 41,837 42,438 17,651 17,266
Total 203,142 198,230 200,711 193,929 188,789 77,588 79,965
Natural Gas Production® 20,410 17,550 18,633 16,337 12,461 5,683 4,760

Source: Petroleum data is based on figures from the Central Bank June 2019 Monthly Bulletin (Table 4.1.1).
(1) Petroleum information is displayed in thousands of bpd.

(2) Public company numbers include the production of Rio Napo.

(3) Natural Gas Production information is displayed in millions of cubic feet.

According to the Central Bank’s Monthly Bulletin for June 2019, oil field crude production, including that
of private and state-owned companies, reached 200.7 million barrels for the year 2016, averaging 548,000 bpd. This
represents a 1.2% increase from the 198.2 million barrels produced for the year 2015, or an average production of
543,000 bpd. This increase was principally due to the commencement of operations at new oilfields, such as ITT.
In the year 2016, state-owned companies were responsible for 78.8% of production, compared to 77.8% of
production for the year 2015. According to the Central Bank’s Monthly Bulletin for June 2019, oil field crude
production, including that of private and state-owned companies, reached 193.9 million barrels for the year 2017,
representing a 3.4% decrease from the 200.7 million barrels produced for the year 2016 (and a decrease of 3.1% in
bpd). In 2017, state-owned companies were responsible for 78.4% of production, compared to 78.8% of production
in 2016. This decrease was principally due to the Republic’s compliance with the OPEC Agreement under which
the Republic agreed to reduce its crude production by 26,000 barrels per day beginning on January 1, 2017.
According to the Central Bank’s Monthly Bulletin for June 2019, oil field crude production, including that of private
and state-owned companies, reached 188.8 million barrels for the year 2018, representing a 2.7% decrease from the
193.9 million barrels produced in 2017 (and a decrease of 2.7% in barrels per day). According to the Central Bank’s
Monthly Bulletin for June 2019, oil field crude production, including that of private and state-owned companies,
reached 79,965 million barrels for the five-month period ended May 31, 2019, representing a 3.1% increase from the
77,588 million barrels produced in the same period of 2018 (and an increase of 3.1% in barrels per day). In 2018,
state-owned companies were responsible for 77.5% of production, compared to 78.4% of production in 2017. This
decrease was principally due to delays in production schedules resulting from delays in acquisitions and temporary
limitations in works and facilities, and to the increase in private oil production in 2018. In the four-month period
ended April 30, 2019, state-owned companies were responsible for 78.4% of production, compared to 77.2% of
production in the same period of 2018. This increase was principally due to an increase in capital expenditure which
contributed to the increase in production. In the five-month period ended May 31, 2019, state-owned companies
were responsible for 78.4% of production, compared to 77.2% of production in the same period of 2018.

The vast majority (95%) of Ecuador’s oil blocks are located onshore. The most productive oil blocks are
located in the northeastern part of the country, with Shushufindi and Auca as two of the oldest and most productive
fields. Crude oil production has increased in the last ten years with the opening of the Oleoducto de Crudos Pesados
(the “OCP”) pipeline (see “Transportation” below), which removed a chokepoint on heavy crude oil transportation
in the country. Production in existing fields has leveled off in recent years as the result of the natural decline in the
productivity of existing blocks, particularly older blocks such as Shushufindi, which has been in operation for over
forty years. In January of 2012, in order to boost production, Petroecuador signed incremental production contracts
with two oil company consortiums. Consorcio Shushufindi, currently composed of oil field services companies
Schlumberger, through its subsidiary Shushufindi Holdings B.V. and Tecpetrol, through its subsidiary Tecpetrol
Servicios, S.L. was awarded the contract for the Shushufindi field. The company Pardaliservices S.A., which
comprises Tecpetrol, Canada’s Canacol Energy, Schlumberger and Ecuador’s Sertecpet, will work on the
Libertador-Atacapi field. These companies will invest more than U.S.$380 million to extract more than 14 million
barrels of oil over the course of 15 years.
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Despite the decrease in production in 2015, the Republic expects production to increase significantly
through the development and inauguration of new fields. In 2010, Petroamazonas began production in the
Pafiacocha field in the Ecuadorian Amazon. On November 28, 2012, former President Correa officially launched
the 11th round of tenders for oil exploration of thirteen oil blocks in southeast Ecuador. Ecuador earmarked three
additional fields for Petroamazonas to enter into exploration agreements with foreign state-owned oil companies.
The first agreement was a joint-venture agreement signed in September 2014 with EOP Operaciones Petroleras S.A.
(owned by Chile’s state-owned ENAP Sipetrol S.A.) and Belarus’ Belorusneft. Under the agreement, EOP
Operaciones Petroleras S.A. and Belorusneft plan to invest U.S.$400 million to explore and develop a 175.250
hectares concession in block 28 in southeastern Ecuador for approximately 20 years. Petroamazonas expects to own
a 51% stake in the project, while EOP Operaciones Petroleras S.A. and Belorusneft expect to own 42% and 7%,
respectively. Exploration activities began on April 2015 for a four-year period. As of the date of this Supplement,
Ecuadorian law permits the Government to evaluate the proposals of possible foreign state-owned oil companies for
future joint venture contracts.

In August 2013, former President Correa signed a decree authorizing the exploitation of oil from
exploratory blocks 31 and 43, which include the ITT field in Yasuni National Park. As of December 31, 2016,
Petroamazonas estimated that exploratory block 43 has proven crude oil reserves of approximately 78.96 million
barrels and proven, probable and possible crude oil reserves of approximately 630 million barrels. This decree
reversed a moratorium imposed since 2007 on the extraction of oil from ITT, which was created to protect
biodiversity and avoid dislocation of isolated indigenous cultures with support from international donors to partially
offset the opportunity costs of not developing the ITT fields. However, considering the low levels of support from
international donors at the time as well as the potential gains from the extraction of oil for this initiative, former
President Correa issued the decree allowing development of the ITT fields. Following the issuance of the decree in
August 2013, environmental and indigenous groups announced their opposition to the removal of the moratorium
and the executive decree authorizing the development of the ITT fields; however, the National Assembly approved
the use of the ITT fields and, as of May 2014, the Ministry for the Environment had issued permits allowing
Petroamazonas to develop the fields. Ecuador expects that the output from the ITT fields will offset the decline
from existing oil fields and increase overall production. On September 7, 2016, Petroamazonas began extracting oil
from the ITT fields. Since then, the production peaked at 77,346 bpd in August 2018, reached 63,840 bpd in May
2019, and it is expected to surpass the level of 160,000 bpd by 2022. As of May 31, 2019, the following platforms
were in operation: Tiputini A with 20 drilled wells and an average production of 9,444.01 bpd; Tiputini B with 3
drilled wells and no production; Tiputini C with 35 drilled wells (29 production wells) and an average production of
11,106.19 bpd; Tiputini D with 13 drilled wells and an average production of 7,783.97 bpd; Tiputini E with 11
drilled wells and an average production of 2,849.52 bpd; Tambococha A with 20 drilled wells and an average
production of 17,338.23 bpd; Tambococha D with 24 drilled wells and an average production of 15,037.17 bpd, and
Tambococha E with 1 drilled well and an average production of 280.99 bpd.

In December 2015, Shaya Ecuador S.A. (“Shaya”), a subsidiary of Schlumberger B.V., entered into an
oilfield servicing contract with Petroamazonas. The 20-year agreement commits Shaya to spend U.S.$4.9 billion
between investments and operative expenditures in production-enhancing measures at block 61, located in the
Ecuadorian Amazon. The primary part of Shaya’s investment will be spent on improving upstream production.
However, the company assumes the block’s operational costs for an amount of U.S.$1.8 billion and invests U.S.$2.1
billion during the term of the contract.

In August 2016, Petroamazonas started oil production in the Sacha field located at block 60, in the Orellana
province. As of April 2019, production in the Sacha field reached 70,021 bpd, making it one of the most productive
oil fields in the country. Petroamazonas expects to drill 10 additional wells in this block throughout 2019. The
Sacha field is estimated to have crude oil reserves of approximately 350 million barrels.

In December 2017, Petroamazonas successfully concluded the negotiations of Ronda de Campos Menores
2017. SEA Ecuador, CNPC, Vinccler C.A. and Cementaciones Petroleras Venezolanas were awarded with the
contracts for 7 blocks in the regions of Orellana and Sucumbios, and four service contracts, with a WTI-indexed
tariff, were entered into. The total investment between 2018 and 2020 is expected to be U.S.$696 million and it is
estimated to produce 104.46 million of barrels during the 10 years of its term.
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In May 2018, Petroamazonas started the public procurement of the “Oil & Gas” round for the awarding of
specific performance contracts for the exploitation of the crude fields of Cuyabeno-Sansahuari, Yuralpa, Oso and
Blanca-Vitina, and the gas field of Amistad, as a result of which four service contracts, with a WTI-indexed tariff,
were entered into for the exploitation of the crude fields of Cuyabeno-Sansahuari, Yuralpa, Oso and Blanca-Vitina.
Petroamazonas estimates that the total investment between 2019 and 2021 will be approximately U.S.$728 million.

On January 23, 2019 Petroamazonas endorsed the “Zero Routine Flaring by 2030” initiative whereby it
commits to incorporate sustainable utilization or conservation of its oil fields associated gas without routine flaring,
and to implement economically viable solutions to eliminate this practice as soon as possible, and no later than 2030.

On May 22, 2019, as part of the XII Interfields Oil Round, the Government, acting through the Ministry of
Energy and Non-Renewable Natural Resources, entered into seven participation agreements for the exploration and
exploitation of seven new oil blocks in the Sucumbios province: Arazd Este, Iguana, Perico, Espejo, Sahino,
Charapa and Chanangue, with the following companies: Petréleos Sudamericanos del Ecuador Petrolamerec S.A.
(two agreements), Gran Tierra Energy Colombia LLC (three agreements) and the consortium formed by Frontera
Energy Colombia Corp. and Geopark Perd S.A.C. (two agreements). The Government estimates that these
agreements will result in a total U.S.$1,170 million investment by those companies in the next four years. These
fields are expected to produce 18,000 bpd by 2024.

Exports

Ecuador’s crude oil exports in 2015 reached U.S.$6,355 million, a 51.2% decrease from U.S.$13,016
million in 2014. The decrease was due to the decrease in the price of oil beginning in late 2014 and continuing
through 2015 and 2016. In 2016, crude oil exports reached U.S.$5,054 million, a 20.5% decrease from U.S.$6,355
million in 2015. This decrease was due to a decrease in the average price of Ecuadorian petroleum per barrel from
U.S.$45.68 in 2015 to U.S.$34.96 in 2016. The Esmeraldas refinery underwent a period of preventative maintenance
up through the end of 2015. In 2016, the fully-operational Esmeraldas refinery, processed larger quantities of
refined petroleum, temporarily reducing the average price of petroleum per barrel up to the third quarter of 2016,
when the price of petroleum began to increase. In 2017, crude oil exports reached U.S.$6,190 million, a 22.5%
increase from U.S.$5,054 million in 2016. This increase was due to an increase of 31% in the average price of
petroleum per barrel from U.S.$34.96 in 2016 to U.S.$45.68 in 2017. In 2018, crude oil exports totaled U.S.$7,853
million, a 26.9% increase from U.S.$6,190 million in 2017. This increase was due to an increase in the average price
of petroleum per barrel from U.S.$45.68 in 2017 to U.S.$60.55 in 2018, despite a 4% decrease in export volume. In
the first five months of 2019, crude oil exports totaled U.S.$3,361 million, a 7.2% increase from U.S.$3,136 million
in the first five months of 2018. This increase was primarily due to a 12.3% increase in the aggregate volume of oil
exports despite a 4.2% decrease in the price per barrel.

In 2015, 95.4% of the value of oil exports was crude oil and 4.6% was oil derivatives. In 2016, 92.6% of
the value of oil exports was crude oil and 7.4% was oil derivatives. In 2017, 89.5% of the value of oil exports was
crude oil and 10.5% was oil derivatives. In 2018, 89.2% of the value of oil exports was crude oil and 10.8% was oil
derivatives. In 2015, 62.5% of oil exports were exported to the United States, followed by Chile, Peru, Panama, and
Japan with 13.2%, 10.1%, 6.1%, and 2.4%, respectively. In 2016, 51.8% of oil exports were exported to the United
States, followed by Chile, Peru, Panama and China with 16.2%, 12.3%, 11.4%, and 4.3%, respectively. In 2017,
55.1% of oil exports were exported to the United States, followed by Peru, Chile and others with 15.5%, 15.4%, and
14%, respectively. In 2018, the three main destinations of oil exports were the United States of America, Peru and
Chile with 51.1%, 16.1% and 14.6%, respectively. In the first five months of 2019, they were the United States,
Panama and Chile with 37.5%, 26.1% and 15.2%, respectively.

In June 2015, PTT Public Company Limited, a Thai state-owned oil and gas company, entered into an
agreement providing for prepayments of U.S.$2.5 billion to Petroecuador in connection with a crude oil supply
agreement.

On December 1, 2016, Petroecuador signed a crude oil sale and purchase contract with PTT Trading
International Pte Ltd (“PTT International”), pursuant to which Petroecuador received initial prepayments of
U.S.$600 million shortly after signing for crude oil to be delivered during the five-year term of the contract. On
December 6, 2016, Petroecuador signed a fuel oil sale and purchase contract with Oman Trading International Ltd
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(“OTTI”), pursuant to which Petroecuador received an initial prepayment of U.S.$300 million for fuel oil to be
delivered to OTI during the 30-month term of the contract, which has been already fully amortized by Petroecuador.
In connection with each contract, the Republic has agreed to refund to the purchasers any amounts of the
prepayments and related surcharges for advance payment which are not otherwise satisfied through the delivery of
crude oil or fuel oil, respectively, or refunded by Petroecuador in accordance with the contracts. In 2018,
Petroecuador reached an agreement with Petrochina, Unipec, PTT Public Company Limited and PTT International
in order to amend each of crude oil supply agreements between Petroecuador and each of these companies. The new
amendments are effective as of May 1, 2018.

Transportation

Ecuador has two major oil pipelines. Most of Ecuador’s crude oil production is transported through the
Trans-Ecuadorian Pipeline System (the “SOTE”), which links Lago Agrio in the Oriente region to the Balao export
terminal on the Pacific coast. The SOTE was built by Texaco (now Chevron) and was transferred to Petroecuador in
1998. The SOTE has a capacity of approximately 360,000 bpd. In 2014, the SOTE transported 132.5 million
barrels, averaging 363,097 bpd, an increase of 0.4% compared to 2013. In 2015, the SOTE transported 133.7
million barrels, averaging 366,215 bpd, an increase of 0.9% compared to 2014. In 2016, the SOTE transported
132.89 million barrels, averaging 363.09 thousand bpd, a decrease of 0.6% compared to 2015. In 2017, the SOTE
transported 131.1 million barrels, averaging 359.1 thousand bpd. In 2018, the SOTE transported 125.6 million
barrels, averaging 344.0 thousand bpd. In the first five months of 2019, the SOTE transported 52.1 million barrels,
averaging 345.3 thousand bpd.

On May 31, 2013, a rain-caused landslide ripped up a tranche of the SOTE near the Reventador volcano in
the north-east region of Ecuador, near Peru and Brazil. It is estimated that approximately 11,500 barrels of oil were
lost. Much of the oil spilled affected the waters of the Quijos, Coca and Napo rivers. Repairs of the affected tranche
of the SOTE pipeline were finished in four days, after which the pipeline was fully operational again. A remediation
plan to address the environmental damage of the spill was immediately put in place by the Ecuadorian authorities.
With a U.S.$4.5 million investment in these remediation efforts, the Ministry for the Environment hired an outside
company to conduct the geological studies that were necessary to take appropriate actions to prevent this incident
from happening again in the area. In addition, the Ministry of the Environment hired 394 workers who assisted in
cleaning the affected area, performed tests on water in the affected area, distributed drinking water and food to the
affected communities, and established a community health program to address health concerns.

In June 2001, Ecuador awarded the construction and operation contract for its second pipeline, the OCP
heavy crude oil pipeline, to Oleoducto de Crudos Pesados Ecuador S.A., a consortium of domestic and foreign oil
companies. The OCP pipeline was constructed at a cost of U.S.$1.4 billion, all of which was paid by the consortium.
Construction was completed in September 2003, and operations began the same month. The contract for the
operation of the OCP has a duration of twenty years and ends in 2023. At the end of the contract, the OCP pipeline
will become national property. The Ministry of Energy and Mines and Petroleum (now the Ministry of Energy and
Non-Renewable Natural Resources) oversaw the construction of the OCP pipeline, and now oversees its operation.
The OCP pipeline is made up of two sections, the largest of which was designed to transport a maximum of 517,300
bpd and has a sustainable transportation rate of 450,000 bpd of crude oil of 18° to 24° American Petroleum Institute
degrees. In 2014, the OCP pipeline transported 59.1 million barrels, averaging 161,929 bpd, an increase of 10.8%
compared to 2013. In 2015, the OCP pipeline transported 62.1 million barrels, averaging 170,025 bpd, an increase
of 5.0% compared to 2014. In 2016, the OCP pipeline transported 61.2 million barrels, averaging 167,171.29 bpd, a
decrease of 1.40 % compared to 2015. In 2017, the OCP transported 59.9 million barrels, averaging 164.1 thousand
bdp. In 2018, the OCP pipeline transported 61.2 million barrels, averaging 167.6 thousand bpd. In the first five
months of 2019, the OCP pipeline transported 26.7 million barrels, averaging 176.8 thousand bpd.

Refining
Following the Consolidation Decree, Petroecuador is the only company that conducts refining activities in

Ecuador. Petroecuador owns three refineries in Ecuador (Esmeraldas, La Libertad and Shushufindi) with processing
capabilities of 110,000, 45,000 and 20,000 bpd, respectively. Petroecuador also owns one associated gas processing
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plant (Shushufindi), which has a processing capacity of 637.8 million barrels of liquefied petroleum gas (“LPG”)
and average production of 1,747.6 bpd.

In the first two months of 2019, the three main refineries produced 13.3 million barrels of oil derivatives
including gasoline, diesel, fuel oil, jet fuel and liquefied petroleum, which represented a decrease of 1.0% compared
to the 13.4 million barrels of oil derivatives produced in the same period of 2018. This decrease was due to a lower
level of crude oil loading as a result of certain maintenance projects.

During 2016, the domestic consumption of oil derivatives was 87.6 million barrels, which represents a
decrease of 5.5% compared to the 92.7 million barrels in 2015. During 2017, the domestic consumption of oil
derivatives was 86.6 million barrels, which represents a decrease of 1.1% compared to the 87.6 million barrels in
2016. During 2018, the domestic consumption of oil derivatives was 93.2 million barrels, which represents a 7.7%
increase compared to the 86.6 million barrels during 2017. In the first two months of 2019, the domestic
consumption of oil derivatives was 14.8 million barrels, which represents a 3.4% increase compared to the 14.3
million barrels for the same period in 2018. Ecuadorian refineries only produce sufficient oil derivatives to meet
approximately 65% of domestic demand. Accordingly, Ecuador is a net importer of oil derivatives, even though it is
a net exporter of crude oil.

In February 2013, Petroecuador announced that the Esmeraldas refinery would be undergoing a project of
preventative maintenance, which resulted in reduced operations until year-end 2015, when all maintenance was
completed. Reduced production by the Esmeraldas refinery during the preventative maintenance project required
Ecuador to import additional oil derivatives to meet domestic demand. Upon completion, improvements to the
refinery included, among other things, the expansion of the Fluid Catalytic Fractionation Unit (the “FCC”), and
replacement of the FCC’s reactor and regenerator which increased processing capacity and improved the quality of
finished products. Ecuador estimates that the preventative maintenance project at Esmeraldas will allow Ecuador to
reduce imports of gasoline by 17%, diesel by 15%, and liquefied petroleum gas by 10%, resulting in annual savings
of approximately U.S.$305 million in fuel import costs for the country. The cost of the project, contracted with
several international companies including SK Engineering, was approximately U.S.$1.2 billion.

Operations at the Esmeraldas refinery were temporarily halted to allow for technical inspections of the
facility following the earthquake on April 16, 2016 but resumed on April 18, 2016 and returned to full operating
rates as of April 23, 2016 and intermittently halted for inspections following aftershocks. After the end of the
project of preventative maintenance at Esmeraldas both its refining capabilities and production of oil derivatives
increased. Esmeraldas’ refining capabilities increased from 59,990 average bpd in 2015 to 105,677 average bpd in
2016. Esmeraldas’ production of oil derivatives increased from 74,817 average bpd in 2015 to 120,520 average bpd
in 2016. Esmeraldas’ production of oil derivatives increased from 120,520 average bpd in 2016 to 122,919 average
bpd in 2017. For 2018, the Government estimated that oil derivatives production totaled 44,803,229 barrels. In the
fourth quarter of 2016, the Esmeraldas refinery suffered technical problems that prevented the operation of its plants
at its maximum capacity. As a result, a new contract for the maintenance of tanks was expected to be entered into,
an emergency declaration was declared to make up for the electricity deficit and contracts were entered into for the
supply of electric power. In March 2018, Petroecuador announced that the Esmeraldas refinery will be undergoing a
project of maintenance that will last three years. During this period, different parts of the Esmeraldas refinery will
be temporarily halted to allow for maintenance. As of March 1, 2019, two units of the refinery were shut down for
maintenance. Maintenance work on both units successfully ended on July 31, 2019, after which the whole plant
resumed normal operations.

As of March 31, 2019, there was no private sector participation in the production of oil derivatives.
However, on July 15, 2008, Petroecuador and PDVSA Ecuador formed a new entity called RDP in which
Petroecuador was the majority shareholder (51%) and PDVSA Ecuador was the minority shareholder (49%). RDP
was formed to develop a refinery project to be built in the municipality of Manta, Manabi Province, with a total
nameplate capacity to be determined. The land rights and environmental licenses necessary to develop RDP were
obtained, and a preliminary detailed feasibility study of the project was completed. On October 11, 2018, the
Government announced that the British company RPS Energy Ltd. had won the bid to audit the works performed in
this refinery project. On January 9, 2019, RPS Energy Ltd. released the results of the audit finding, among others,
certain technical anomalies in the project and that there had been price overcharges.
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Although the project was initially going to be implemented by Petroecuador and PDVSA through RDP, on
March 12, 2019, the Superintendent of Companies, Securities and Insurance approved RDP’s liquidation and
ordered RDP to commence winding up proceedings. There are currently certain preliminary investigations about,
and legal proceedings against, RDP that need to be resolved prior to RDP’s liquidation. RDP’s liquidation is
expected to last several months.

In March 2019, the Minister of Energy and Non-Renewable Natural Resources announced that Ecuador
will launch in 2019 an international bid for an estimated U.S.$6,500 investment in building and operating a new
refinery capable of handling up to 300,000 bpd, the location of which is still to be determined. The bid would also
include a concession to improve the facilities in the Esmeraldas refinery.

Domestic Fuel Distribution

In 1993, the Government implemented a free market in domestic fuel distribution, which has led to a rapid
modernization of distribution facilities. The price at which gasoline is sold to domestic distributors is fixed by an
executive decree of the President in accordance with the Hydrocarbons Law, and set according to variables such as
domestic demand and the impact of the price on public finances. Until 1998, the Government had fixed the
maximum profit level for distributors at 18%. In 1999, the fixed margin was eliminated. In early 2000, the
Government reinstated a 15% fixed margin for regular gasoline and diesel fuels (distributors remained free to set
any margin for premium gasoline). Since 2003, the fixed margin has been determined in cents per gallon. In 2005,
the margin increased to U.S.$0.71 per gallon of regular gasoline and to U.S.$0.137 per gallon of diesel. These
margins were set by executive decree No. 338 (“Decree 3387”), which was issued in August 2005, and as
subsequently modified. Any future change to the profit margin would require a new executive decree.

Decree 338 also regulates the sales price of consumer petroleum derivatives, and sets the price for
consumers for gasoline and diesel products. The price of gasoline (net of value-added taxes) sold to consumers is
fixed at U.S.$1.689 per gallon for gasoline and at U.S.$0.8042 per gallon for diesel. On August 23, 2018, President
Moreno enacted executive decree No. 490 which provided that from August 27, 2018, the final price to consumers
of high-octane gasoline “super” was fixed at U.S.$2.98.

On December 21, 2018, President Moreno issued decree No. 619 (“Decree 619”) eliminating the subsidy
on certain types of gasoline and diesel, consequently increasing their prices for consumers. On January 7, 2019,
following negotiations with representatives of the transportation sector, and in order to prevent a surge in general
consumer prices, the Government agreed to keep in place the subsidy on automotive diesel. On January 12, 2019,
the Government agreed with the shrimp industry to establish a compensation system for shrimp producers to
minimize the effects of Decree 619 on the shrimp sector. Under Decree 619, the base price of high-octane gasoline
“super” for the automotive sector is determined on a monthly basis by Petroecuador based on the international WTI
price per barrel of crude oil plus average costs, including transportation, storage, commercial and other costs. At a
consumer level, retailers will set their selling price based on market conditions. Under Decree 619, however, the
price of diesel was fixed at U.S.$1.037.

Also as part of the austerity measures under the Plan of Prosperity, on December 21, 2018, President
Moreno issued decree No. 624 reducing by 10% and 5% the salaries of high and mid-level government officials,
respectively.

Several private multinational petroleum companies, including ExxonMobil and PDVSA Ecuador, have
established service stations in Ecuador. As of February 28, 2019, Petroecuador maintains a network of 46 service
stations of its own and 204 affiliate stations.

Natural and Liquefied Petroleum Gas
An important part of Petroecuador’s commercial strategy includes the distribution of natural gas to
southern Ecuador in order to reduce the consumption of LPG, the replacement of gasoline use with LPG for taxis

and the creation of a network of service stations in order to compete in quality, service and price with private oil
companies. As of December 31, 2016, Ecuador had approximately 184,470 million cubic feet of proven natural gas
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reserves and 358,463 million cubic feet of proven and probable natural gas reserves. As of December 31, 2018,
Ecuador had approximately 156,753 million cubic feet of proven natural gas reserves and 317,101 million cubic feet
of proven and probable natural gas reserves. As of May 31, 2019, Ecuador had approximately 149,467 million cubic
feet of proven natural gas reserves and 309,814 million cubic feet of proven and probable natural gas reserves. As
of January 29, 2019, CELEC consumed an average of approximately 26 million cubic feet of natural gas per day in
the plant Termogas Machala and the Ecuadorian industry consumed an average of approximately 6 million cubic
feet of natural gas per day. Their consumption of natural gas defines their future demand.

The natural gas platform at the Amistad field in the bay of Guayaquil was previously operated by the U.S.
Company Energy Development Corp. Ecuador Ltd. and then managed by Petroecuador. It is currently operated by
Petroamazonas. In 2017, 2016, 2015 and 2014 Petroamazonas produced approximately 44.77 million standard
cubic feet per day (“mmscfd”), 50.9 mmscfd, 48.1 mmscfd and 55.9 mmscfd of natural gas, respectively, at the
Amistad field and at Petroamazonas’ three satellite platforms which also produce natural gas. In 2018,
Petroamazonas produced approximately 34.14 million standard cubic feet per day of natural gas at the Amistad field
and at Petroamazonas’ three satellite platforms which are also producers of natural gas. In the first five months of
2019, Petroamazonas produced approximately 31.52 million standard cubic feet per day of natural gas in those
locations.

In August 2013, Petroecuador began tests at the Monteverde LPG terminal. The terminal is a new facility,
built as part of a combined LPG storage, transport and distribution project in the Guayas and Santa Elena provinces.
Ecuador has invested U.S.$550 million in the combined project, which also includes the Monteverde-El Chorrillo
pipeline. This new terminal replaced the floating LPG storage units and related maritime transport to Tres Bocas
terminal, thereby generating expected annual savings of U.S.$40 million and easing congestion in the access canal to
the Port of Guayaquil. The new facilities, which became operational in 2014, have a capacity to store 76,700 tons of
LPG and have storage tanks for diesel and petroleum.

In February 2014, Petroecuador signed a long-term propane and butane requirement contract with Petredec
Limited, a liquefied petroleum shipping company. Under the agreement, Petroecuador will buy up to 2,470,000
metric tons (plus or minus 20% at the option of Petroecuador) to be made in monthly deliveries of 72,500 metric
tons per month. Petroecuador may also request for up to an additional 30,000 metric tons per month. The first
monthly delivery of butane and propane occurred in March 2014 for 72,500 metric tons. According to Petroecuador,
the contract is valued at approximately U.S.$2 billion.

On April 24, 2019, President Moreno issued decree No. 724 (“Decree 724”) releasing the price of natural
gas, liquefied petroleum gas and compressed natural gas produced in the Amistad fields for certain industrial
activities to fluctuate based on market conditions. Before Decree 724, prices for these types of gas for certain
industrial activities were set periodically by the Government. However, for certain activities in the manufacturing,
hospitality and restaurant sectors, as well as for welfare kitchens and other Government programs, Decree 724 sets
the price of these types of gas at U.S.$2.0 per million British Termal Units, up to a maximum amount of subsidized
volume of gas which will be set periodically by the Agencia de Regulacion y Control Hidrocarburifero (“The
Hydrocarbons Regulatory Agency” or “ARCH”). Decree 724 did not affect the prices of gas for domestic use.

Mining

The mining sector represents an important source of potential resources for the development of the
Republic. As of December 31, 2018, Ecuador had potential copper reserves valued at approximately U.S.$131,587
million, potential gold reserves valued at U.S.$52,639 million, molybdenum reserves valued at U.S.$10,207 million,
and silver reserves valued at U.S.$2,650 million. In total, the nation estimated reserves valued at U.S.$197,083
million.

The Mining Law establishes norms for the exercise of the Government’s rights to manage and control the
mining sector, in accordance with the principles of sustainability, precaution, prevention and efficiency. It provides
that it is the Government’s responsibility to oversee all aspects of the mining process, such as exploration,
development, industrialization and marketing and authorizes the Republic to invest directly or through joint ventures
with domestic or foreign private sector entities. In addition, it authorizes the Republic to both hire and grant licenses
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and concessions to wholly owned private entities to conduct all phases of development. However, the Republic
cannot grant ownership rights in the soil and subsoil mineralogical wealth to entities that are not controlled by state
entities.

The mining sector represents a small portion of GDP (0.50% in 2018, 0.48% in 2017, 0.47% in 2016,
0.35% in 2015 and 0.35% in 2014). Ecuador expects mining exports to continue to increase as a result of an
expansion of the Republic’s mining projects in 2014 and 2015. Currently, there are five projects in advanced stages
of completion two copper mines and three gold mines. Of these five mining projects, the Mirador Project started
production in 2019, and the Fruta del Norte Project is still expected to start production in 2019, both projects with an
expected U.S.$860 million investment over 2019 and 2020.

The Mirador Project, located in the Zamora Chinchipe province, is the largest copper project in Ecuador.
The Mirador Project is financed in part through a concession to Ecuacorriente S.A., a joint-venture owned by the
Chinese companies China Railway Construction Corporation (“CRCC”) and Tongling Nonferrous Metals Group.
From 2010 to the second semester of 2018, the executed investment was U.S.$1,047 million and Ecuacorriente S.A.
is planning an investment of approximately U.S.$2,015 million (exploration, economic evaluation, CAPEX, OPEX,
and mine closure). The expected life cycle of the mine is 27-30 years from the start of production. The Republic
expects that the project will generate approximately U.S.$7.64 billion in revenue for the Republic. Despite the
project being partially suspended over environmental concerns since March 2018, the construction of the copper
mine was completed and began operations on July 18, 2019, becoming Ecuador’s first large-scale mining project.
During its first six months of operations, it is expected that the Mirador Project will produce 10,000 tons of copper
per day, after which production is expected to increase slowly, eventually reaching 60,000 tons of copper per day.
The Mirador Project also features Ecuador’s first processing plant for large-scale mining, encompassing all stages of
processing to make the copper ready for export.

The Fruta del Norte Project, located in the Zamora Chinchipe Province, is a gold and silver ore deposit
owned by the Lundin Gold group, which is expected to start operations in the fourth quarter of 2019. From 2007 to
the first semester of 2018 the executed investment was U.S.$669 million, Lunding Gold is planning an investment of
approximately U.S.$1.24 billion (exploration, economic evaluation, CAPEX, OPEX, and mine closure) that will be
made over a 13-15-year period. The gold and silver ore deposit in the Zamora Chinchipe Province began
construction in the second quarter of 2017. The Government estimates that the project will produce 3,500 tons of
ore and silver per day. The Republic expects that the project will generate approximately U.S.$1,523 million.

The Rio Blanco project is mainly a gold mining project located in the Azuay Province owned by Junfield
Resources S.A. which began construction in August 2016. This project is classified as medium mining as it is
expected to produce an estimated 800 tons per day. From 2010 to the first semester of 2018, the executed investment
was U.S.$18 million, Junfield Resources S.A. is planning an investment of approximately U.S.$89 million
(exploration, economic evaluation, CAPEX, OPEX, and mine closure) that will be made over an 11-year period.
The Rio Blanco project was expected to start production in the third quarter of 2018 but is currently suspended
under court order finding in favor of the people of the communities surrounding the project. On August 3, 2018, the
lower court order to suspend the project’s mining activities was affirmed on appeal.

The Loma Larga project, located in the Azuay Province, is a gold, silver, and copper deposit owned by INV
Metals Inc. that is expected to begin construction in 2020 and start production in 2022. From 1999 to the first
semester of 2018 the executed investment was U.S.$61 million. The Loma Larga is expected to generate around
U.S.$511 million of revenue to the Republic with an investment of over U.S.$432 million (exploration, economic
evaluation, CAPEX, OPEX, and mine closure). On November 29, 2018, the then Minister of Energy confirmed the
project’s technical and economic feasibility, citing the results of a study performed on the project by an international
consortium led by the firm DRA Americas Inc. On February 1, 2019, the CNE approved public consultations to be
held on March 24, 2019, in the Girén canton, Azuay province, to approve or reject mining activities in Girén. In
response, the Ministry of Energy and Non-Renewable Natural Resources lodged a complaint with the Constitutional
Court to enjoin the consultations alleging the CNE lacked legal authority to approve them. On March 13, 2019, a
judge temporarily suspended the public consultations until the Constitutional Court ruled on the matter. On March
18, 2019 the Constitutional Court rejected the complaint on the basis that the statute of limitations had elapsed. On
March 24, 2019, the consultations were held, resulting in the rejection of mining activity in Girén by 87.79% of the
votes. Following the vote, INV Metals, Inc. announced that it was considering relocating its processing and waste
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facilities outside of Girén, as Loma Larga’s mineral resources and reserves are already located outside of Girén, and
is seeking further legal clarification on the results of the consultations and the potential implications.

The San Carlos Panantza project, located in Morona Santiago Province, is a copper deposit owned by
CRCC with an expected life cycle of the mine of 25 years from the start of production. From 2010 to the first
semester of 2018 the executed investment was U.S.$23 million and the expected investment is approximately U.S.$3
billion. The San Carlos Panantza project is currently suspended due to protests by the Shuar-Achuar Nankints
community based on the allegation that the project is being constructed on ancestral lands.

There are also 6 projects in an initial exploration stage which have been identified as having high mining
potential: Cascabel, Llurimagua, Ruta del Cobre, Crangrejos, La Plata and Curipamba. As of the date of this
Supplement, the aggregate executed investment for these projects has been U.S.$229 million.

From March of 2016 to December 31, 2017, 275 concessions were granted through a mining concession
request process, with a commitment of a 4-year investment totaling more than U.S.$1,299 million, with the
participation of internationally recognized companies (BHP, Newcrest, Sold Gold, Aurania, Lumina, Anglo America,
Lundin Gold and Hancock, among others).

On April 24, 2019, President Moreno issued decree No. 722 requiring that, within 30 days, the Minister of
Energy and Non-Renewable Natural Resources update, define and issue a new Ecuadorian mining policy and the
guidelines for its application and execution. On June 30, 2019, the Government officially presented the new mining
policy which sets out the plans for the mining sector for the years 2019 to 2030, giving the sector a central role in
the country’s economic development.

Electricity and Water

As of 2006, hydroelectric plants supplied approximately 53% of the power in Ecuador. In 2014, 2015, 2016
and 2017 hydroelectric plants supplied approximately 46%, 58%, 66% and 85% of the power in Ecuador,
respectively. The increase in power supplied by hydroelectric plants is due to the development of a matrix of
hydroelectric plants built throughout Ecuador. Ecuador’s objective in developing this matrix is to reduce its
consumption of oil through oil based generators, thereby decreasing oil imports and electric energy imports and
improving energy independence. Ecuador also plans to replace household oil-based consumption (for cooking and
heating as further described below) with electricity-based consumption through the hydroelectric power grid, with
the goal of eliminating the need for a gas subsidy.

The Santiago hydroelectric project is located at the Morona Santiago province and has a 3,600 MW
capacity expected to generate approximately an average of 15.060 GWh per year. The required investment for the
Santiago hydroelectric project is U.S.$2,590 million. The Cardenillo hydroelectric project is located at the Azuay
province, and has a 596 MW capacity expected to generate approximately an average of 3.356 GWh per year. The
required investment for the Cardenillo hydroelectric project is U.S.$1,050 million.

The 1,500 MW Coca Codo Sinclair plant was inaugurated on November 18, 2016. It can generate an
average of 8.73 GWh per year and has the potential to supply approximately 30% of the country’s electricity needs.
In November 2016, all eight turbines in the plant became operational, each generating 187.5 MW and a total of
1,500 MW of power, or 30% of Ecuador’s electricity needs. However, due to lower-than-expected demand in 2017,
the plant supplied 25% of the country’s electricity needs, or 5,838 GWh. The plant is expected to reduce 3.5 million
tons of carbon emissions per year and replace oil energy consumption for domestic purposes such as cooking and
water heating. The plant joined the existing infrastructure of hydroelectric plants that include the 21 MW Mazar
plant in the Azuay province, the 1,075 MW Paute-Molino plant near Cuenca, the 270 MW Minas San Francisco
plant, the 50 MW Quijos plant, and the 487 MW Sopladora and Cardenillo plants planned along the Paute River.
On November 5, 2018, the German multinational TUV SUD was selected to diagnose the state of the structure and
establish a viable plan of action for any necessary repairs, after a draft report by the Government found certain
structural deficiencies in the project.

Many of these hydroelectric projects are financed through agreements with bilateral lenders, including the
China Exim Bank, which has provided U.S.$1,700 million to finance the Coca Codo Sinclair project, U.S.$571
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million to finance the Sopladora hydroelectric project and U.S.$313 million to finance the Minas San Francisco
hydroelectric project, the Brazilian National Economic and Social Development Bank which has provided U.S.$90.2
million to finance the Manduriacu hydroelectric power plant project near Quito, and Société Générale and Deutsche
Bank which in April 2014 committed to provide together an additional U.S.$50 million to finance the Manduriacu
hydroelectric power plant.

Construction on the new line of hydroelectric plants continued in 2016 including the 180 MW
Delsitanisagua hydroelectric plant and the 254 MW Toachi Pilaton hydroelectric plants, and the construction of a
reservoir in the Minas San Francisco project. The construction of these hydroelectric plants is due to an enhanced
effort by the Government to invest in the sector. The Minas San Francisco power station was completed and
inaugurated on January 15, 2019, and will benefit 220,000 families in Southern Ecuador. The Republic has engaged
a new contractor to resume works on the Toachi Pilaton plant to complete construction. The project is expected to
be completed in 2021.

In March 2014, former President Correa announced a new program to substitute electricity use in place of
gas use. Under this program, beginning in November 2014, the Government began to sell subsidized stoves to
replace gas stoves. Former President Correa stated that the use of electric stoves would enable the Government to
terminate the gas subsidies in 2017 and the net effect on the Government budget will be positive due to the
elimination of the subsidies, with savings of approximately U.S.$800 million a year. However, as of the date of this
Supplement, eliminating gas subsidies for domestic use is not an immediate goal for this administration.

The Government has also increased investment in the water sector in order to alleviate flood conditions and
access to potable water in various parts of the country. Ecuador’s national water authority, Secretaria de Agua,
currently has invested U.S.$1,233 million out of U.S.$1,560 million for six multi-purpose projects to improve flood
control and irrigation. One of the most important projects in the water sector is the Multipropésito Chone project in
the Manabi province. Financed by the Government and private partners, the U.S.$168.4 million project built a dam
to alleviate the flood conditions of the region. The project also built a drain system, which serves for irrigation
purposes and provides a drinking water supply for Chone city. The cost of this project includes mitigation costs of
U.S.$41.7 million in the surrounding areas to compensate inhabitants in those areas.

Other water projects include: (i) the Cafiar project at a cost of U.S.$360.5 million to protect approximately
40,000 hectares along the Cafiar River and its adjoining streams through a system of levees, including a 24-
kilometer bypass, (ii) four new bridges, (iii) a flood regulatory system and 173 km of dyke walls, (iv) the U.S.$372.7
million Daule-Vinces project that redirects water from the Daule River and transports it along a 38.73 kilometer
canal to dry farmlands and (v) the Naranjal project at a cost of U.S.$181.7 million to protect approximately 44,000
hectares, seven new bridges and 158 km of dyke walls.

These flood control projects reduce the social and economic damage caused by floods in the winter season,
allowing the Government to reallocate resources previously used to repair the damage to other projects. To repair
the damage, the Government spent U.S.$312 million in 2012 and U.S.$415 million in 2013. The Government did
not spend any funds in 2014 and 2015 due to the mild winter conditions for those years.

In 2017, the electric and water sectors contributed a total of U.S.$1,826.5 million to the GDP, an increase
compared to U.S.$1,685.2 million in 2016. From 2014 through 2018, the sectors represent an average of
approximately 1.6% of GDP per year. In 2018, the electric and water sectors contributed a total of U.S.$1,771.8
million to the GDP, a decrease compared to U.S.$1,826.5 million in 2017. This decrease was principally due to a
6.3% decrease of average prices compared to 2017, despite a 3.5% increase in production.

Telecommunications

In 2012, 22.5% of Ecuadorian households were connected to the Internet. As of May 2018, 41.2% of
Ecuadorian households were connected to the Internet. While only 20 of Ecuador’s 221 municipalities had access to
the national fiber optic network in 2007, this number increased to 200 by 2015.

In 2014, the telecommunications sector accounted for U.S.$2,127 million of GDP. This amount decreased
in 2015, when the telecommunication sector accounted for U.S.$1,984 million. In 2016, the telecommunications
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sector decreased again and accounted for U.S.$1,916 million. From 2014 through 2018, the telecommunications
sector represented an average of approximately 1.94% of GDP per year. In 2016, the Government invested
U.S.$217 million in the sector, a decrease compared to U.S.$322 million in 2015.

In 2017, the telecommunications sector accounted for U.S.$1,932 million (1.85% of the GDP), an increase
of 0.84% compared to U.S.$1,916 million in 2016 (1.92% of the GDP). In 2018, the telecommunications sector
accounted for U.S.$1,982 million (1.83% of the GDP), an increase of 2.6% compared to U.S.$1,932 million (1.85%
of the GDP) in 2017. This increase was principally due to an increase in the average number of active mobile
service lines by 2% and a 6.7% increase in the number of internet accounts from 10.6 million in 2017 to 11.3 million
in 2018.

In 2008, Ecuador granted Spain’s Telefénica (currently operating in Ecuador as “Movistar”’) and Mexico’s
América M6vil (currently operating in Ecuador as “Claro”) 15-year concession contracts to provide the country with
telephone and 3G services. The concessions are extensions of previous agreements both companies had with
Ecuador and are expected to generate U.S.$840 million in revenues for Ecuador over the course of the term of the
concessions. In February 2015, Ecuador amended the concession to provide the country with 4G services.

In February of 2015, the National Assembly enacted the Telecommunications Law as a means to improve
access to quality telecommunications services and to increase the use of information technology in rural sectors. For
more information on the Telecommunications Law, see “The Ecuadorian Economy—Economic and Social
Policies—Telecommunications Law.”

Other Sectors of the Economy
Agriculture

Before the discovery of petroleum fields in provinces of the Orient region in the 1970’s, the agriculture
sector had traditionally been the largest contributor to Ecuador’s GDP. Of Ecuador’s total 27.1 million hectares, 7.8
million are devoted to agriculture and livestock. Ecuador’s diverse climatic conditions, varying altitudes and rich
volcanic soil are well suited to tropical and subtropical agriculture. Ecuador’s primary product from this sector,
which is also the Republic’s most significant non-oil export, is bananas. According to data from the Food and
Agricultural Organization of the United Nations (“FAO”), Ecuador has represented approximately 25% to 30% of
banana world exports for the ten years ending in December 31, 2013. According to FAO’s preliminary results for
2018, Ecuador represented 34.6% of worldwide banana exports in 2018. Ecuador also exports significant amounts
of coffee, flowers, and cacao. The agricultural sector constituted an average of 8.24% of GDP per year for the years
2014 through 2018. In 2017, the agricultural sector represented 8.18% of GDP, a decrease compared to 8.45% in
2016. In 2018, the agricultural sector represented 8.11% of the GDP compared to 8.18% of the GDP in 2017.

Between 2014 and 2018, Ecuador’s banana exports increased by 24%. The value of these exports
increased by 11.0% in 2014 and 9.0% in 2015. In 2016, banana exports totaled U.S.$2,734 million, a 2.6% decrease
from U.S.$2,808 million in 2015 primarily due to the decrease in quality of the banana supply during the first
trimester due to climate conditions, and the oversupply of Central American bananas in the global marketplace
which reduced the overall price. In 2017, banana exports totaled U.S.$3,035 million, a 11.0% increase from
U.S.$2,734 million in 2016 primarily due to a 6.6% increase in the quantity exported from 6,166 thousand metric
tons in 2016 to 6,573 thousand metric tons in 2017 and a 4.1% increase in the unit price per metric ton from
U.S.$443.4 to U.S.$461.6. In 2018, banana exports totaled U.S.$3,196 million, a 5.3% increase from U.S.$3,035
million in 2017 primarily due to a 2.9% increase in the export volume from 6,573 thousand metric tons to 6,761
thousand metric tons, as well as due to a 2.4% increase in the unit price per metric ton from U.S.$461.6 to
U.S.$472.7. 1In the first five months of 2019, banana exports totaled U.S.$1,445 million, a 0.3% decrease from
U.S.$1,448 million in the first five months of 2018 primarily due to a 0.1% reduction in the aggregate volume of
banana exports despite a 0.9% increase in the price per metric ton.

Ecuador also exports significant amounts of cacao. With continued normal growing conditions, cacao
exports reached U.S.$576 million in 2014 and increased to U.S.$693 million in 2015. In 2016, cacao exports
reached U.S.$621 million, a 10.3% decrease from 2015 primarily due to the oversupply of cacao, especially from
Ivory Coast and Ghana which affected the overall price and a general decrease in the consumption of chocolate. In
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2017, cacao exports reached U.S.$588 million, a 5.3% decrease from 2016 primarily due to a 24.3% decrease in the
unit price per metric ton from U.S.$2,736.3 in 2016 to U.S.$2,070.3 despite the 25.1% increase in the quantity
exported from 227 thousand metric tons in 2016 to 284.2 thousand metric tons in 2017. In 2018, cacao exports
totaled U.S.$664 million, a 12.9% increase from U.S.$588 million in 2017 primarily due to a 3.4% increase in
exports from 284 thousand metric tons to 294 thousand metric tons and a 9.2% increase in the unit price per metric
ton from U.S.$2,070.3 to U.S.$2,260.9. In the first five months of 2019, cacao exports totaled U.S.$212 million, a
7.4% increase from U.S.$198 million in the first five months 2018 primarily due to a 6.4% increase in the aggregate
volume of cacao exports and a 1.0% increase in the price per metric ton.

Flowers and flower products are among one of the newest, but fastest growing exports for Ecuador, making
up 5.1% of Ecuador’s total exports in 2017. Flower exports were U.S.$918 million in 2014. In 2015, flower exports
decreased by 12% to U.S.$820 million primarily as a result of the strengthening of the dollar which made Ecuador’s
flowers more expensive compared to Colombian flowers. In 2016, flower exports decreased by 2.2% to U.S.$802
million primarily due to exchange rate changes, particularly the strengthening of the U.S. dollar which reduced sales
principally to the Russian market as well as political problems affecting sales to Ukraine. In 2017, flower exports
increased by 9.8% from U.S.$802 million in 2016 to U.S.$881 million in 2017 primarily due to a 11.0% increase in
the quantity exported from 143 thousand metric tons in 2016 to 159 thousand metric tons in 2017, despite a 1.1%
decrease in the unit price per metric ton from U.S.$5,604.3 in 2016 to U.S.$5,543.5 in 2017. In 2018, flower
exports totaled U.S.$852 million, a 3.4% decrease from the U.S.$881 million in 2017 primarily due to a 0.9%
decrease in production, from 159 thousand metric tons to 158 thousand metric tons and a 2.5% decrease in the unit
price per metric ton from U.S.$5,543.5 to U.S.$5,407.1. In the first five months of 2019, flower exports totaled
U.S.$418 million, a 2.7% increase from the U.S.$407 million in the first five months of 2018 primarily due to a
3.2% increase in the price per metric ton despite a 0.5% decrease in the aggregate volume of flower exports.

Fishing

Another important aspect of Ecuador’s agriculture is its fishing exports. Ecuador exports significant
amount of tuna and other fish, but its predominant fishing export is shrimp. Ecuador is the largest shrimp producer
in the Americas, and one of the largest shrimp producers in the world. According to the FAO, over the ten years
ending December 31, 2013, Ecuadorian shrimp exports have represented approximately 2% of worldwide shrimp
exports.

In 2015, shrimp exports totaled U.S.$2,280 million, a 9.3% decrease from U.S.$2,513 million in 2014.
This decrease was due to the effects of the El Nifio phenomenon in 2015, as well as a decrease in exports to Asia. In
2016, shrimp exports totaled U.S.$2,580 million, an increase of 13.2% from 2015. This increase was due to the
recovery of the price of shrimp and to the export of shrimp of greater weight, which have a higher price. In 2017,
shrimp exports totaled U.S.$3,038 million, an increase of 17.7% from 2016. This increase was due to an 18.1%
increase in the quantity exported from 371 thousand metric tons in 2016 to 438 thousand metric tons in 2017,
despite a 0.3% decrease in the unit price per metric ton from U.S.$6,959 in 2016 to U.S.$6,936 in 2017. In 2018,
shrimp exports totaled U.S.$3,235 million, a 6.5% increase from U.S.$3,038 million in 2017 primarily due to a 15.6%
increase in the quantity exported from 438 thousand metric tons to 506 thousand metric tons, despite a 7.9% decrease
in the unit price per metric ton from U.S.$6,936 to U.S.$6,391. In the first five months of 2019, shrimp exports
totaled U.S.$1,482 million, a 7.0% increase from U.S.$1,387 million in the first five months of 2018 primarily due to
a 1.9% increase in the price per metric ton despite a 0.6% decrease in the aggregate volume of shrimp exports.

Fishing exports, other than shrimp, decreased from U.S.$296 million in 2014 to U.S.$244 million in 2016.
In 2016, fishing exports, other than shrimp, decreased by 5.4% from U.S.$258 million in 2015. This decrease was
due to the impact of the phenomenon of El Nifio in the Ecuadorian coast which reduced the supply and raised prices.
In 2017, fishing exports, other than shrimp, decreased by 0.7% from U.S.$244.3 million in 2016 to U.S.$242.5
million in 2017. This decrease was due to a 6.9% decrease in the unit price per metric ton from U.S.$3,566.7 in
2016 to U.S.$3,321.7 in 2017. In 2018, fishing exports, other than shrimp, totaled U.S.$303.7 million, a 25.2%
increase from U.S.$242.5 million in 2017 primarily due to a 6.3% increase in export volume from 73 thousand
metric tons to 78 thousand metric tons and a 17.8% increase in the unit price per metric ton from U.S.$3,321.7 to
U.S.$3,912.2. In the first five months of 2019, fishing exports, other than shrimp, totaled U.S.$148 million, a 1.3%
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increase from U.S.$146 million in the first five months of 2018 primarily due to a 1.9% increase in the price per
metric ton despite a 0.6% decrease in the aggregate volume of fishing exports.

Manufacturing

Manufacturing, excluding petroleum products, is dominated by consumer products such as food, beverages,
textiles, and paper, with a concentration of imported intermediate and capital goods. The manufacturing sector
contributed, 13.48%, 13.61%, 13.60%, 13.29% and 13.12% to the GDP, per year for the years 2014, 2015, 2016,
2017 and 2018, respectively.

Ecuador’s main manufactured non-petroleum exports are canned seafood, automobile assembly, processed
cocoa, and processed coffee. The manufacturing sector grew an average of 10.27% per year between 2011 and 2015.
In 2014, manufacturing grew by 14.6%. In 2015, manufacturing decreased by 1.5%, reaching U.S.$13,513 million.
In 2016, manufacturing increased by 0.6% reaching U.S.$13,592 million. In 2017, manufacturing reached
U.S.$13,866 million, an increase of 2.0% compared to U.S.$13,592 million in 2016. In 2018, manufacturing
reached U.S.$14,223 million, an increase of 2.6% compared to U.S.$13,866 million in 2017.

Ecuador’s membership in international trade organizations and its status as a party to various multilateral
agreements such as ALADI, CELAC, and the Community of Andean Nations have contributed to the opening of
new markets for the sale of Ecuadorian goods abroad and challenged domestic manufacturers to operate more
competitively. On December 12, 2014, representatives from Ecuador’s Ministry of Foreign Commerce signed a
trade agreement with the European Union. In the first five months of 2019, 23.0% of Ecuador’s non-petroleum
exports, or U.S.$1,269.1 million, were sold in the European Union, compared to 25.9%, or U.S.$1,418 million for
the same period in 2018. On May 15, 2019, Ecuador, together with Peru and Colombia, signed a trade agreement
with the United Kingdom to preserve their mutual trade commitments should the United Kingdom exit the European
Union as a result of “Brexit.” With this trade agreement, the Republic and the United Kingdom intend to replicate
their current trade commitments under the Multiparty Trade Agreement with the European Union. This agreement
will not enter into force while the Multiparty Trade Agreement continues to apply to the United Kingdom. For more
information, see “Balance of Payments and Foreign Trade—Foreign Trade—Trade Policy.

Construction

In 2017, the construction sector accounted for 11.59% of GDP, compared to 11.98% of GDP in 2016,
11.20% of GDP in 2015 and 10.71% of GDP in 2014. In 2014, construction activity grew by 4.7%, compared to
7.4% in 2013. In 2015, construction activity decreased by 0.8% in real terms compared with 2014. In 2016,
construction activity decreased by 5.8% in real terms compared with 2015. In 2016, U.S.$413 million worth of raw
materials used for construction were imported, a decrease of 37% from the U.S.$658 million worth of raw materials
used for construction imported in 2015. This decrease in construction activity was primarily due to a decrease in
imports of construction materials. The steady increase in construction and the large percentage of GDP that it
represents is a result of the construction activity in connection with the Republic’s infrastructure projects,
particularly the development of new oil fields, and the hydroelectric and flood control projects of the past seven
years. In 2017, construction activity decreased by 4.4% in real terms compared with 2016. In 2018, construction
activity increased by 0.6% in nominal terms compared with 2017.

Science and Technology

The Government has begun development of a very large education and research center north of Quito,
known as “Yachay-the City of Knowledge” (“Yachay”). Construction of Yachay began in 2012 and is still ongoing.
Yachay is an 18-square-mile planned community that is expected to house a large university and a dozen technology
and innovation parks. The university opened its doors to 187 enrolled students in April 2014.

The goal of Yachay is to create a culture of scientific research in Ecuador and promote a long-term state-of-

the-art site for technological research. Developers have mentioned that there will be an emphasis on nanotechnology,
but add that Yachay will be multi-disciplinary. Long-term goals include the development of knowledge-based
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products to diversify the Ecuadorian economy and the development of new technologies for the country’s well-being.
Ecuador estimates that it will spend U.S.$20 billion over the course of 16 years to complete the project.

In February 2016, the Republic entered into a U.S.$198 million loan agreement with The Export-Import
Bank of China to finance the first phase of Yachay.

Tourism

Ecuador’s tourism industry slightly decreased from 2014 to 2015 and again in 2016. In 2014, 1.56 million
tourists visited the country, 1.54 million in 2015, 1.41 million in 2016, 1.62 million in 2017 and 2.4 million in 2018.
In 2016, the largest number of tourists came from Colombia accounting for 21% of tourists, followed by the United
States and Peru, both in second place, accounting for 12% of tourists each. Based on the 2010 census, 2,546 foreign
retirees and foreign pensioners have been residing in Ecuador for 15 years or more.

The steady increase in tourism from 2013 to 2014 was largely due to promotional campaigns instituted by
the Ministry of Tourism. In 2010, the “Ecuador loves life” campaign was launched in England, Germany, France
and the United States. A second campaign, the “I discovered” campaign, was launched in 2011, and a third
campaign, the “All you need is Ecuador” campaign, was launched in 2014. As part of this campaign, Ecuador
became the first government to advertise during the Super Bowl, airing a thirty second spot during the 2015 event.
The Ministry also provides financing and logistics advice to local businesses that cater to tourists such as tours and
adventure companies. The decrease in tourism from 2015 to 2016 was attributed to the Pedernales Earthquake. The
initial 2016 annual budget allocated U.S.$36 million to the Ministry of Tourism for tourism promotional campaigns
and other initiatives to promote tourism. The 2016 budget for tourism was modified to allocate a total of U.S.$22.7
million. The 2017 Budget allocated U.S.$24.2 million for tourism. The initial 2018 Budget allocated U.S.$20.16
million for tourism and was later modified to U.S.$21.50 million. The 2019 Budget allocates U.S.$18.0 million for
tourism.

Transportation

In 2015, the Government invested a total of U.S.$1,119 million in roads and highways, a decrease of 20%
from the previous year, when total investment was U.S.$1,400 million. The most significant road projects in
Ecuador are the Manta (Ecuador)-Manaus (Brazil) road network, linking the Pacific Ocean with the Atlantic and the
Troncal-Amazonica road, which runs from north to south, linking the Colombian and Peruvian borders. The
Troncal-Amazonica road was completed in early 2016 with the construction of the El Tigre bridge and a portion of
the Manta-Manaus road network. The Manta-Manaus road-network is currently under construction, although there
is no definitive completion date. Both projects are not toll roads and were financed by oil revenues and financing
from CAF.

In the one-year period between May 2018 and May 2019, the Government invested approximately
U.S.$800 million in building, rebuilding and expanding 14 highways and five bridges, and started the Quito-
Guayaquil super-highway connecting Ecuador’s two most important cities. During that period, the Government
granted concessions for the construction of roads and highways connecting the cities of Machala and Salinas to
Guayaquil, and started the process to grant a concession over the construction of a highway connecting Jujan,
Quevedo and Santo Domingo.

In February of 2013, a new international airport opened in the suburbs of Quito. The airport cost was
U.S.$700 million and was financed by Quiport S.A., an international consortium led by AECON Construction
Group and HAS Development Corporation. The new airport features the largest control tower and the longest
runaway of any international airport in Latin America. Phase 2 of the airport, which includes the expansion of the
passenger terminal, new jet bridges, and the expansion of the shopping areas was financed by Quiport S.A. and cost
U.S.$70.5 million. Construction of Phase 2 of the airport was completed in 2015, and began operating as a
passenger terminal in May of that year. A new road and bridge to reduce congestion from the previous single bridge
and highway that led to the airport have been completed.
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Construction of a subway system in Quito based on the Metro of Madrid has been under way since 2012.
As of the date of this Supplement, approximately 85% of construction of the subway system in Quito has been
completed. On March 18, 2019 President Moreno boarded a subway train to signal the beginning of the testing of
the subway system. The President announced that the project is expected to be fully functioning by the end of the
year. This metro system is expected to connect the northern business and residential areas of Quito to Quito’s
historic city center. The project will consist of 22.5 km of subway lines and 15 stations serving approximately
400,000 daily passengers. The project is budgeted to cost U.S.$2,009 million through completion and is expected to
commence operations in 2019. This project was financed, in part, by a U.S.$205 million loan from the World Bank
which has been increased by U.S.$230 million in November 2018, a U.S.$259 million loan from the European
Investment Bank guaranteed by the Republic of Ecuador, which was increased by U.S.$44,152,000 in November
2016, a U.S.$200 million loan from the IDB, which was increased by U.S.$250 million on September 7, 2018, and a
U.S.$250 million and U.S.$152.2 million loans from CAF. In February 2014, the municipality of Cuenca began
construction of the Tranvia Cuatro Rios, a 21.4-kilometer tram system with 27 stations. The project is planned to
connect the airport and city-center to the outlying suburbs of the city. The project is estimated to cost U.S.$232
million and was financed, in part, by a 15-year loan entered into in January 2013, pursuant to the French
government’s Emerging Country Reserve Loan program.

Employment and Wages

The National Council on Wages sets the minimum wage for workers in the private sector on an annual
basis. The monthly minimum wage for a job in the private sector increased from U.S.$340 for 2014 to U.S.$394 for
2019. Public sector employee wages are based on the wage scale determined by the Ministry of Employment. The

following table shows the increase in minimum wage from 2014 to 2019.

Monthly Minimum Wage "’

(inU.S.9)
2014 2015 2016 2017 2018 2019
340 354 366 375 386 394

Source: Ministry of Employment.
(1) Minimum wages set annually.

Private employee salaries received a boost with the introduction of the “Living Wage” concept into the
Republic’s labor laws. Enacted in December 2010, this law dictates that any company that generates a profit will
distribute it amongst its employees until their total income has risen to the level of the living wage. The value of the
living wage is determined annually by INEC on the basis of the cost of living and the number of family members in
each family unit.
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The following table shows certain labor force and employment data for the periods indicated:

Labor Force and Employment
(in thousands of persons, except percentages)

As of December 31, As of June 30,

2014 2015 2016 2017 2018 2018 2019
Total Population” 16,027 16279 16,529 16,777 17224 17,055 17,333
Labor Force ® 11,159 11,399 11,696 11,938 12,239 12,024 12,316
Labor Force Participation ® 7,195 7,499 7,874 8,086 8,027 7,979 8,232
Labor Force Participation Rate 64.47%  65.78% 67.32% 61.73% 6559% 6636% 66.87%
Employed Labor Force 6,921 7,141 7464 71,712 7,731 7,649 7,866
Unemployed Labor Force 273 358 410 374 296 330 366
Unemployment Rate 3.80% 477%  520%  4.62%  3.69% = 4.14%  4.45%

Source: Based on figures from INEC as of June 2019.

(1) Total population numbers based on yearly projections from 2010 census.

(2) Refers to population above minimum working age (15 years old), irrespective of employment status.
(3) Also referred to as economically active population.

(4) As a percentage of economically active population.

In 2009, in order to reduce unemployment, the Ministry of Employment established the Red Socio Empleo
(“Employment Partner Network™), a government agency designed to assist with employment searches and provide
educational opportunities abroad for future work in Ecuador. The agency provides scholarships and allows
individuals looking for work to post resumes, create their own web pages, and schedule interviews with potential
employers online.

From 2014 to 2018, the unemployment rate decreased by 0.11%. In 2014, unemployment decreased to
3.80% from 4.15% in 2013 due to increased job creation in the services and commerce industries. In 2015, the
unemployment rate increased to 4.77% due to a general slowdown of the economy in 2015 that led to job losses in
both the private and public sectors. The rate of unemployment increased to 5.20% as of December 31, 2016 due to
an increase in the labor force participation rate as previously economic inactive members attempted to join the labor
force. The rate of unemployment decreased to 4.62% as of December 31, 2017. The rate of unemployment
decreased from 4.62% as of December 31, 2017 to 3.69% as of December 31, 2018.

From 2014 to 2018, the rate of individuals who were unable to obtain full-time work to receive a salary
meeting the official minimum wage, or underemployment, increased from 46.69% to 54.56%. The
underemployment rate increased from 46.69% in 2014 to 48.09% in 2015, and increased again in 2016 to 53.39%.
In 2017 the underemployment rate decreased to 52.95% from 53.39% in 2016, but increased again in 2018 to
54.56%.

The sectors that registered the greatest reduction in employment in the period from 2011 to 2015 were the
agriculture sector with 2.89%, and the commerce sector with 1.52%. The labor force participation rate of the
Ecuadorian economy increased by an aggregate of 1.12% from 2014 to 2018 and unemployment and
underemployment decreased by 0.11% and increased by 8.6 %, respectively, for that same period. In 2018, the
labor force participation rate decreased to 65.59% from 67.73% in 2017; the underemployment rate increased to
55.25% from 52.95% in 2017, but the unemployment rate decreased to 3.83% from 4.62% in 2017.

As of June 2019, the labor force participation rate increased to 66.87% from 66.36% as of June 2018. As

of June 2019, the underemployment rate increased to 57.01% from 54.40% as of June 2018. As of June 2019, the
unemployment rate increased to 4.45% from 4.14% as of June 2018.
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The following table sets forth information regarding the unemployment and underemployment rates, and
real minimum wages for the periods presented:

Wage and Unemployment
For the Year ended December 31, As of June 30,
2014 2015 2016 2017 2018 2018 2019
Unemployment rate (% of economically active population)............. 3.80 4.77 5.20 4.62 3.69 4.14 4.45
Underemployment rate (% of economically active population)® ....... 46.69 48.09 53.39 52.95 55.25 50.40 57.01

Source: Based on figures from INEC as of June 2019.

(1) Refers to population at or above the minimum working age that is not employed and is willing to work (even if not actively seeking work)
as a percentage of the total labor force.

(2) Refers to individuals who are unable to obtain full-time work to receive a salary meeting the official minimum wage.

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

As of December 31,
2012 2013 2014 2015 2016
Average wage 498.52 594.08 583.03 619.27 598.78
Agriculture, livestock, forestry, hunting and fishing ..........c.cccoceeeeene 244.94 278.16 301.50 304.58 289.40
Petroleum and mining 675.18 1,074.47 1,106.95 981.08 992.07
Manufacturing (includes petroleum refining) 422.08 451.24 473.87 509.00 476.64
Electricity and water 654.27 621.79 509.36 742.46 834.68
Construction 387.30 416.89 448.72 485.98 463.22
Commerce 400.50 410.13 447.40 470.17 455.50
Accommodation and food services 351.97 363.68 396.46 388.04 380.30
Transportation 448.29 489.32 494.31 532.10 453.22
Telecommunications 554.78 638.95 613.58 797.13 563.28
Financial services activities 702.79 1,159.31 931.50 1,000.91 941.85
Professional, technical and administrative activities® ...........coovven..... 491.03 592.96 555.32 557.29 576.96
Teaching and social and health services 692.56 747.78 782.20 785.75 781.36
Public administration, defense and social security plans............cccee.... 865.40 977.52 1,026.66 1,072.81 1,099.32
Domestic service 264.54 269.76 316.05 320.46 322.04
Other services 322.20 419.26 341.55 341.31 351.92

(1) Based on CIIU, Rev. 4, International Uniform Industrial Classifications of Economic Activities.
(2) Includes activities from tourism operators.

Poverty

In recent years, Ecuador has seen decreases in levels of urban poverty and increases in levels of rural
poverty. The urban poverty rate decreased from 16.4% to 15.3% between 2014 and 2018, while the rural poverty
rate increased from 35.3% to 40.0% across the same time frame, resulting in an aggregate increase of the poverty
rate from 22.5% as of December 2014 to 23.2% as of December 2018. Extreme poverty rates have also decreased
from 4.5% of all urban households in 2014 to 4.1% of all urban households in 2018, and increased from 14.3% of all
rural households in 2014 to 17.7% of all rural households in 2018, resulting in an aggregate increase of the extreme
poverty rate from 7.7% as of December 2014 to 8.4% as of December 2018.

The urban poverty rate increased to 16.8% as of June 2019 from 15.9% as of June 2018, and the rural
poverty rate increased to 43.8% from 43.0% across the same time frame, resulting in an aggregate increase of the
poverty rate from 24.5% as of June 2018 to 25.5% as of June 2019. Extreme poverty rates have also increased from
4.7% of all urban households as of June 2018 to 5.6% of all urban households as of June 2019, and decreased from
18.1% of all rural households as of June 2018 to 17.9% of all rural households as of June 2019, resulting in an
aggregate increase of the extreme poverty rate from 9.0% as of June 2018 to 9.5% as of June 2019.
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As of December 2018, the urban and rural aggregate poverty and extreme poverty rates increased to 23.2%
and 8.4%, from 21.5% and 7.9% as of December 2017, respectively. As of June 2019, the urban and rural aggregate
poverty and extreme poverty rates increased to 25.5% and 9.5%, from 24.5% and 9.0% as of June 2018, respectively.

The Republic believes that the significant expansion of the Bono de Desarrollo Humano (“Human
Development Bond”) undertaken by the Government represents an important means of support of Ecuadorian
households living in poverty. The Human Development Bond is a cash transfer program for those in the lower 40%
of income distribution who are either representatives of households (preferably women who are listed as heads of
households or spouses), mothers of children under the age of 16, persons above the age of 65 who are not affiliated
to a social security system, or persons with 40% or more of a disability who are not affiliated to a social security
system. In December 2017, President Moreno issued decree No. 253, whereby the Human Development Bond was
enhanced from U.S.$50 up to U.S.$150 depending on the number and age of dependent children.

The following table shows the percentage of households in poverty for the periods indicated.

Percentage of Households in Poverty
(in percentages)

Extreme Poverty Based on Poverty Based on Lack of Basic

Poverty Based on Income Income ? Necessities

Urban Rural Total Urban Rural Total Urban Rural Total
December 2014 16.4 353 225 4.5 143 7.7 24.8 57.8 354
December 2015 15.7 39.3 233 44 17.0 8.5 22.0 55.8 329
December 2016 15.7 38.2 229 4.5 17.6 8.7 223 52.6 32.0
December 2017 13.2 39.3 215 33 17.9 7.9 20.5 56.1 31.8
December 2018 153 40.0 232 4.1 17.7 8.4 214 59.5 335
June 2018 15.9 43.0 245 4.7 18.1 9.0 n/a n/a n/a
June 2019 16.8 43.8 25.5 5.6 17.9 9.5 n/a n/a n/a

Source: Based on figures from INEC as of June 2019.

(1) Persons whose income is below the poverty line. As of December 2018, the poverty line, as determined by Ecuador, is U.S.$84.79/month,
per person.

(2) As of December 2018, the extreme poverty line is U.S.$47.78/month per person.
(3) This number is based on information taken at the census regarding the lack of availability of basic necessities. Variables considered in this

figure include literacy rates and access to potable water, sewage systems and hygienic services, electricity, running water, telephone lines,
doctors and hospital beds per 1000 persons.

Social Security

The social security system in Ecuador is administered by the Instituto Ecuatoriano de Seguridad Social
(“Ecuadorian Social Security Institute” or “IESS”), as well as by the Instituto de Seguridad Social de las Fuerzas
Armadas and the Instituto de Seguridad Social de la Policia Nacional (the Social Security programs of the Armed
Forces or “ISSFA” and the Ecuadorian Police Department or “ISSPOL,” respectively). The Ecuadorian Social
Security System is a trans-generational model where the current work force funds the benefits of those who are no
longer in the work force and permits retirees to also make on-going contributions to their retirement fund.

Social security benefits are a constitutional right for all workers and their families, designed to protect the
insured in case of illness, maternity, unemployment, disability, old age and death. The social security system also
provides financing for workers’ housing. Ecuador’s social security system is financed by contributions from the
Government, employers and employees. The level of employee contribution is based on an employee’s income.
The monthly pension is based on a percentage of the insured’s average monthly earnings in his or her five highest
years of earnings. The minimum monthly pension for retirees who contributed to the IESS is U.S.$193.00 for 10
years of contribution, U.S.$231.60 for 11-20 years of contribution, U.S.$270.20 for 21-30 years of contribution,

U.S.$308.80 for 31-35 years, U.S.$347.40 for 36-39 years of contribution and U.S.$386.00 for 40 or more years of
contribution.
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Retirees benefit from the IESS system once they have left employment. As of June 30, 2019, IESS, ISSFA
and ISSPOL had 403,992, 45,171 and 23,926 beneficiaries, respectively.

In 2017, total non-financial public sector contributions to social security were U.S.$5,414 million, or 5.2%
of GDP, an increase from U.S.$4,741 million, or 4.7% of GDP in 2016. In 2018, total non-financial public sector
contributions to social security were U.S.$5,512 million, or 5.2% of GDP, an increase from U.S.$5,414 million, or
5.2% of GDP in 2017. In the first four months of 2019, total non-financial public sector contributions to social
security were U.S.$1,882.0 million, an increase from U.S.$1,799.1 million in the first four months of 2018.

In 2018, IESS’s beneficiaries included 3.31 million affiliates, 0.48 million pensioners, 4.60 million
dependents, 1.18 million people covered through rural social security and 0.01 million people that receive benefits
related to work related risks. For 2018, IESS’s expenditures totaled approximately U.S.$3.39 billion.

Under Article 372 of the 2008 Constitution, the Banco del Instituto Ecuatoriano de Seguridad Social
(“BIESS”) is responsible for channeling investments and managing public pension funds. Resolution JB-2009-1406
enacted in July 2009 sets the parameters for the types of investments allowed. Investments in real estate are only
allowed in the long-term (over five years), investments in trusts are not allowed in the short-term (less than three
years), and investments in public sector securities cannot exceed 75% of the market value of the fund. A risk
committee must approve all investments. Investments must be rated by an approved rating agency, and no
investment may be rated lower than specific thresholds set for that type of investment, as determined by the risk
committee. As of December 31, 2018, BIESS was the largest holder of Government securities, with 39.1% of its
portfolio investment, or U.S.$7,383 million, in Government holdings. As of March 31, 2019, BIESS was still the
largest holder of Government securities, with 40.6% of its portfolio investment, or U.S.$7,821 million, in
Government holdings.

The primary functions of the BIESS are, among others, the provision of different financial services such as
mortgages, pledge-backed loans and unsecured credits. Additional services include portfolio re-discount operations
for financial institutions and other financial services in favor of retirees and other affiliates of the IESS by means of
direct operations or through the national financial system. Additional bank functions are investment in
infrastructure projects that generate financial profitability, added value and new sources of employment, as well as
investments in fixed and variable income securities through the primary and secondary markets.

On October 21, 2016, the Law to Strengthen the Social Security System of the Armed Forces and National
Police was published and became effective. The law is intended to make the national system of social security more
sustainable over time by making adjustments and improvements to the pensions of public servants from Ecuador’s
Armed Forces and National Police.

On June 18, 2018, the Law Reforming the Social Security Law was published and became effective. The
law increases social security payments to retirees who belong to the Rural Social Security from U.S.$65 to
U.S.$100. It is retroactive from January 1, 2018. The law also provides for automatic increases consistent with
those of the minimum wage.

In May 2018, the Office of the Comptroller General announced that it would carry out 27 special audits to
verify compliance by the IESS with the recommendations of previous exams, audit the administrative management
of main IESS funds (e.g. reserve funds, mortgage liens, farmer social insurance, health insurance, IBM) and to make
an actuarial examination. On December 7, 2018, the Office of the Comptroller General issued a draft report of 19
out of 44 completed audits on the IESS for the period from January 1, 2013 to May 31, 2018, finding, among others,
that hundreds of employees of the IESS were deducted approximately U.S.$378,932 from their salaries since 2015,
money which was divested to several political parties; that in some cases moneys assigned to a particular account
within the IESS did not reach in their entire amounts their intended units, causing deficits within those units; that
approximately U.S.$18 million generated in interests for penalties assessed to employers for late registration of
employees in the IESS never reached the respective beneficiary employees; that different formulas were used to
calculate administrative expenses for purposes of paying reserve funds; that moneys were returned to beneficiaries
that did not have the right to those funds, and no actions were taken to right those mistakes; and that hundreds of
people were hired throughout the audited period without documentation and justification. These audits are part of
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annual examinations that the Office of the Comptroller General conducts within its authority to carry out special
audits to verify certain limited aspects of governmental activities.

As a result of this draft report, as of mid February, approximately U.S.$1.2 million in administrative
penalties had been pre-established, 60 public officials had been dismissed and 9 reports establishing potential
criminal liability of officials had been sent to the corresponding prosecutor’s office.

Education

In 2011, the Government implemented the Ley Orgdnica de Educacion Intercultural (the “Intercultural
Education Law”). The law created a standardized curriculum for all high schools, consolidated school systems to
eliminate single-teacher schools, created a stringent evaluation system for teachers and schools, and launched a
nation-wide literacy program. Under the reform, students were to receive free medical attention, school lunches,
and uniforms.

The 2016 annual budget allocated U.S.$4.9 billion for Government education and other education
initiatives. The 2016 budget for education was modified to U.S.$5.0 billion while being used as the provisional
budget for 2017. The 2018 Budget initially allocated U.S.$5,718.51 million for Government education and other
education initiatives and was later modified to U.S.$5,462.98 million. Education initiatives include the construction
of Yachay (see “The Ecuadorian Economy—Other Sectors of the Econonmy—Science and Technology”), the use of
outside consultants to improve English education, the granting of scholarships to exceptional students for study in
elite foreign universities, the inspection of Ecuador’s universities to ensure that they meet a high standard quality,
and various other projects administered by individual municipalities. The 2019 Budget allocates U.S.$5,345.7
million for Government education and other education initiatives.

Education is mandatory in Ecuador until the age of 14. The literacy rate for adults over 15 years of age was
94.2% in 2015, and has been above 90% since 2004.

Health

The initial 2016 annual budget allocated U.S.$2.3 billion for Ecuador’s health sector. The 2016 budget for
health was modified to U.S.$2.4 billion while being used as the provisional budget for 2017. The 2018 Budget
initially allocated U.S.$3,573.12 million for Ecuador’s health sector and was later modified to U.S.$3,158.81
million. The 2019 Budget allocated U.S.$3,138.5 million for Ecuador’s health sector which was later modified to
U.S.$3,013.5 million. Recent reforms include a mandatory increase in hours and pay for medical professionals, and
the creation of mobile clinics intended to ensure vaccinations in the most remote areas of the country. The
Government has also signed various agreements with private companies to produce generic drugs in the country.
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LEGAL PROCEEDINGS

The Republic is involved in certain litigation and administrative arbitration proceedings described below.
Some of the proceedings described below are conducted pursuant to the mandatory arbitration provisions contained
in the U.S.-Ecuador Bilateral Investment Treaty and the Canada-Ecuador Bilateral Investment Treaty, as applicable.
These treaties aim to protect investors of both nations in the other country. An unfavorable resolution of some of
these proceedings could have a material adverse effect on the Republic.

Chevron

In 2006, Chevron brought arbitration proceedings against the Republic under the UNCITRAL Rules
alleging the Republic’s breach under certain “denial of justice” provisions under the U.S.-Ecuador Bilateral
Investment Treaty. In August 2011, the arbitral tribunal established that Ecuador had breached such treaty and
should pay Chevron U.S.$96 million plus compound interest calculated from September 1, 2011 until the date of
payment. The tribunal accepted the position of Ecuador that any amount received by Chevron should be subject to
the payment of a tax at a rate of 87.31% (the preliminary arbitral award was approximately U.S.$700 million) and
deducted the tax amount due to Ecuador from the preliminary arbitral award of U.S.$700 million. Consequently,
Ecuador filed a petition to annul the arbitral award before the District Court of The Hague, which was denied on
May 2, 2012. Ecuador presented an appeal to the District Court decision, and on May 13, 2013, the Appellate Court
of The Hague heard the arguments of the parties on appeal and rejected Ecuador’s appeal on June 19, 2013. In
September 18, 2013, Ecuador presented an appeal to the Supreme Court of the Netherlands, which held hearings on
February 28, 2014 and denied Ecuador’s appeal on September 26, 2014.

On July 27, 2012, Chevron filed a claim before the District Court of the District of Columbia (Washington,
DC) seeking recognition and enforcement of the arbitral award. On March 25, 2013, Ecuador filed its brief in
opposition with the court, and on April 25, 2013, Chevron filed its response. On June 6, 2013 the District Court
confirmed the award in favor of Chevron. Ecuador filed an appeal on July 1, 2013, to which Chevron filed an
opposition brief on August 19, 2013.

On September 6, 2013, because Ecuador did not have substantial assets in the District of Columbia,
Chevron filed a motion to enable it to register the district court award “in any other district” in the United States.
Ecuador objected, arguing that Chevron should be permitted to register the award only in “those districts for which
Chevron has provided sufficient evidence that Ecuador has substantial assets.” On October 29, 2013, the District
Court of the District of Columbia granted Chevron’s motion to register the award in any other district. On June 11,
2014, Ecuador appealed the District Court decision. Chevron filed a response to this appeal on July 18, 2014 and
Ecuador filed a reply on August 8, 2014. On August 4, 2015, the United States Court of Appeals for the District of
Columbia Circuit affirmed the District Court decision. On February 25, 2016, Ecuador filed a petition for a writ of
certiorari requesting that the United States Supreme Court review the decision of the Court of Appeals. On June 6,
2016, the United States Supreme Court denied the Republic’s writ of certiorari.

On October 9, 2015, the United States Court of Appeals for the District of Columbia Circuit affirmed the
District Court decision. Accordingly, the arbitral award granted to Chevron became due and payable in the United
States with the same force and effect as a judgment in a judicial action. The total amount due under the award,
(U.S.$96.4 million plus U.S.$16.4 million in interest) was paid by Ecuador to Chevron in satisfaction of the arbitral
award.

On a separate matter, in September 2009, Chevron filed an UNCITRAL arbitration claim against Ecuador
for an undetermined amount. The claim seeks indemnification for claims brought by indigenous communities in
Lago Agrio, Ecuador, against Chevron for environmental damages. In 2011, an Ecuadorian court ruled in favor of
the Lago Agrio community, ordering Chevron to pay U.S.$19 billion in damages. This amount was reduced to
U.S.$9.5 billion in November 2013. Chevron argues that Ecuador and Petroecuador should be solely responsible for
any judgments arising from claims resulting from the Lago Agrio litigation because of “hold harmless” provisions of
a 1995 settlement agreement (“1995 Settlement”) between Chevron and the Republic and also claims breach of the
1995 Settlement and the U.S.-Ecuador Bilateral Investment Treaty. On the other hand, Ecuador argues that it has
not assumed any obligation to indemnify, protect, or defend Chevron from third party claims. On January 25, 2012,
the arbitral tribunal issued an interim award that ordered Ecuador to take all available measures to suspend the
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enforcement or recognition of the claims in the Lago Agrio case in Ecuador and abroad. On February 16, 2012, the
tribunal issued a second interim award ordering Chevron to compensate Ecuador for the costs Ecuador incurs in
performance of its obligations under the interim awards, and ordered Chevron to post a bond in the amount of
U.S.$50 million to secure payment of the same. The plaintiffs for the Lago Agrio case, in November 2012, obtained
the seizure of certain bank accounts of Chevron in Argentina and the seizure of Chevron’s interests in its Argentine
subsidiaries. On June 5, 2013, this seizure was revoked. In a third interim award dated February 27, 2012, the
arbitral tribunal held that it had jurisdiction to hear the claim. In a fourth interim award dated February 7, 2013, the
arbitral tribunal resolved that Ecuador has not complied with the decisions from the previous awards, and that each
party will argue whether Ecuador must reimburse Chevron for any expenses related to the enforcement proceedings.

The arbitration tribunal has divided the merits of the case into 3 tracks. Track 1 will decide issues relating
to the 1995 Settlement and the obligation of Ecuador to indemnify Chevron from third party claims. Track 2 will
decide issues relating to denial of justice claims by Chevron and the alleged breach of the U.S.-Ecuador Bilateral
Investment Treaty. Once Tracks 1 and 2 have been decided on the merits, Track 3 will determine any monetary
damages that resulted from the alleged breaches and will assess the monetary value of the environmental damage in
the Lago Agrio community. On September 17, 2013 the arbitral tribunal issued a partial Track 1 award (Track 1A)
where it agreed with the Republic in that the 1995 Settlement did not preclude the Lago Agrio plaintiffs from
asserting claims “in respect of their own individual rights.”

According to the arbitral tribunal, the 1995 Settlement bars claims that Ecuador might raise in the exercise
of their own rights, but does not bar claims by third parties acting independently from the state in the exercise of
their individual rights. It also held that the 1995 Settlement did not contain an indemnity provision that required the
Republic to be held liable for any costs or any judgment rendered against Chevron. However, the arbitral tribunal
held that Chevron was a “released party” under the 1995 Settlement. The arbitration tribunal did not decide on the
claims of breach of the 1995 Settlement. In response, on January 7, 2014, Ecuador filed a writ of summons in the
District Court of the Hague requesting an order setting aside the September 17, 2013 partial award and of the
previous interim awards. The District Court of the Hague held a hearing regarding Ecuador’s writ of summons on
November 2015 and rejected Ecuador’s request in a decision issued on January 20, 2016. On April 20, 2016,
Ecuador presented its petition for appeal. It presented its memorial on August 16, 2016. On October 11, 2016,
Chevron submitted its response. A hearing regarding Ecuador’s request to set aside the partial award and the
previous interim awards was held on May 9, 2017. On July 18, 2017, the courts of the Hague denied Ecuador’s
request to set aside the September 17, 2013 partial award and the previous interim awards. Ecuador submitted a
cassation appeal on October 17, 2017.

On March 12, 2015, the arbitral tribunal issued a second Track 1 (Track 1B) decision in favor of Ecuador,
holding that the initial pleading brought by the Lago Agro plaintiffs qualified as an “individual rights” claim not
barred by the 1995 Settlement.

On May 9, 2014, Chevron submitted a supplemental brief regarding the Track 2 issue of the alleged
violations of the Ecuador-U.S. Bilateral Investment Treaty, explaining the relevance of certain prehearing exhibits.

On November 7, 2014, Ecuador filed a written response to Chevron’s supplemental brief on Track 2, to
which Chevron replied on January 14, 2015. Ecuador in turn filed a supplemental rejoinder brief on March 17, 2015.
A telephone conference regarding procedural matters took place on March 27, 2015. Hearings on the Track 2 issues
relating to the supplemental briefs took place in Washington, D.C. from April 21 to May 8, 2015. The result of the
Track 2 hearing is pending. The parties submitted briefs on the final report of a forensic computer expert on August
12, 2016 and August 26, 2016 and presented their positions on the relevance of the August 8, 2016 decision of the
Southern District of New York Court of Appeals on the RICO action: Chevron v. Donziger et. al. on August 16,
2016 and August 18, 2016. On August 29, 2016, the arbitral tribunal issued an order concluding that the legal issues
presented before it and those presented in the August 8 decision of the Southern District of New York Court of
Appeals are materially different. Accordingly, due to lack of sufficient privity under international law, the arbitral
tribunal held that there can be no issue estoppel or res judicata applicable before it arising from the outcome of the
U.S. legal proceedings. The tribunal has indicated that it will issue a decision with respect to Track 2 after the
submission of such briefs. On August 30, 2018, the tribunal issued a second partial award on Track 2 declaring that
Ecuador is liable for denial of justice under the standards of fair and equitable treatment under the U.S.-Ecuador
Bilateral Investment Treaty and under customary international law, and declaring that Ecuador is liable to make full
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reparation to Chevron. The tribunal established that, not later than 90 days following the date of the award, any
party may apply to the tribunal for permission to add any further issue or request for relief to be addressed by the
parties in Track 3. All issues as to reparation in the form of compensation for any injuries sustained by Chevron and
all issues relating to the allocation and assessment of costs and expenses were assigned by the tribunal for further
submissions by the parties to Track 3. The arbitral tribunal has not yet determined any financial compensation owed
by Ecuador to Chevron.

On September 28, 2018, Ecuador filed a request for interpretation and clarification of the Track 2 award,
pursuant to Article 35 of the UNCITRAL Arbitration Rules. This request was filed before the Arbitral Tribunal.
Chevron filed its opposition to Ecuador’s request on October 13, 2018. Ecuador filed a reply to Chevron’s
opposition on November 1, 2018. The Arbitral Tribunal issued a decision on November 6, 2018 denying Ecuador’s
request for interpretation and clarification of the award. On November 28, 2018, Ecuador and Chevron filed their
respective submissions on costs in connection with the arbitration. On December 10, 2018, Ecuador filed a request
to set aside the second partial award on Track 2 before the District Court of The Hague, in the Netherlands, after
which Chevron filed its reply brief. As of the date of this Supplement, the court has not yet made a ruling on this
request. No reparation or compensation amounts have been discussed yet. These issues are assigned for Track 3 of
the arbitration.

On April 26, 2019, the arbitral tribunal issued Procedural Order No. 56, in which the tribunal established
the procedural calendar for Track 3 of the arbitration. Pursuant to such calendar: (i) on May 31, 2019, Chevron was
scheduled to present its memorial on damages; (ii) on February 20, 2020, Ecuador must present its response
memorial to Chevron’s memorial on damages; (iii) on September 18, 2020, Chevron must present its reply memorial
on damages; (iv) on January 8, 2021, Ecuador must present its sur-reply memorial on damages. Chevron has filed
its memorial on damages, which remains confidential under Procedural Order No. 58 issued by the arbitral tribunal
to that effect on May 22, 2019. The arbitral tribunal has established that the hearing on Track 3 of the arbitration
shall take place from March 15 to March 28, 2021.

On a separate matter, in October of 2013, a provincial court of Ecuador ordered the Instituto Ecuatoriano
de la Propiedad Intelectual (the “Ecuadorian Institute for Intellectual Property* or “IEPI”) to place an embargo on
50 trademarks of Chevron in Ecuador as a result of the Ecuadorian verdict against Chevron in the Lago Agrio case.
According to IEPI, the embargo was placed in order to guarantee the payment of the verdict amount by redirecting
the revenues from the trademarks to Ecuador, as opposed to Chevron.

Windfall Profits Tax Litigation

A number of foreign oil companies have sued Ecuador in connection with the application of Ecuadorian
law 42-2006, which levied a 99% tax on the windfall profits of a number of foreign oil companies. For a description
of the windfall profits tax, see “The Ecuadorian Economy—Renegotiation of Oil Field Contracts.” As aresult of the
implementation of the windfall profits tax law, Ecuador is a defendant in the following arbitration proceedings:

Perenco Ecuador Limited

On April 30, 2008, Perenco Ecuador Limited (“Perenco”) filed an ICSID arbitration claim against Ecuador
seeking compensation of U.S.$440 million plus costs and interest for alleged changes to its contracts for the
development of blocks 7 and 21 in Ecuador imposed by Ecuadorian law 42-2006. The amount of the claim remains
subject to adjustment. Perenco argued that law 42-2006 modified the participation of Perenco under contracts for
the development of blocks 7 and 21 in Ecuador and that the unilateral modification of the contracts resulted in an
expropriation of the blocks that Perenco was operating. On July 18, 2014, the tribunal decided the claim in favor of
Perenco and considered the schedule for the assessment of damages. The hearing for the assessment of damages
took place from November 9, 2015 to November 13, 2015 in Paris. On April 21, 2016, the parties presented their
final arguments. The decision on the assessment of damages is pending.

On December 5, 2011, Ecuador filed two counterclaims against Perenco for environmental damage and
failure to maintain the facilities of blocks 7 and 21, in an approximate amount of U.S.$2 billion. On March 13, 2013,
the parties presented their respective memoranda to the arbitral tribunal. Hearings took place from September 9 to
September 17, 2013. On August 11, 2015, in an interim decision, the tribunal held that contamination exists in
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blocks 7 and 21. However, the tribunal held that a third environmental expert is needed in order to determine if the
contamination was caused by Perenco. On November 25, 2016, the independent environmental expert appointed by
the tribunal visited blocks 7 and 21 but has not released any findings yet. On April 18, 2017, Perenco filed an
application for dismissal of Ecuador’s counterclaims on res judicata grounds arising out of the decision of the
arbitral tribunal in the ICSID arbitration brought by Burlington Resources, Inc. against Ecuador. On August 18,
2017, the arbitral tribunal denied that application, thereby allowing Ecuador’s counterclaims to proceed. On
September 2017, the independent environmental expert returned to Ecuador to gather soil and groundwater samples
in order to assess the amount of damages to be paid by the French petroleum company. On December 18, 2017, the
environmental expert finished collecting soil samples at sites and initiated the process of sample analysis. On
January 31, 2018, Perenco requested to the tribunal the dismissal of Ecuador’s counterclaims based on the
settlement agreement signed between Ecuador and Burlington on December 1, 2017. The tribunal ordered the
parties to provide their replies. Perenco presented its reply on April 5, 2018 and Ecuador presented its reply on April
26, 2018. On July 30, 2018, the tribunal denied Perenco’s claim for the dismissal of Ecuador’s counterclaims.
Following such decision, the environmental expert notified the parties that his report will be delivered to the parties
in October 2018. The tribunal informed the parties that the expert’s report was delayed and was expected before
year-end. The Republic received the expert’s report on December 19, 2018.

On February 22, 2019, the parties simultaneously presented their respective writings commenting on the
expert’s report. On March 11 and March 12, 2019 in the Hague, the Netherlands, a hearing was held in which the
expert of the tribunal was cross-examined and the final allegations with regard to the counterclaims were argued.
On April 19, 2019 and May 3, 2019, the parties simultaneously presented their cost submissions and their respective
replies. The arbitral tribunal scheduled its final decision on this matter for August 2019.

William and Roberto Isaias Dassum

In 2009, Ecuador commenced an action against William and Roberto Isaias, who were the President and
Executive Vice-President, respectively, of Filanbanco S.A, Ecuador’s largest bank at the time of its bankruptcy in
2001. Arguing before a Florida circuit court, Ecuador alleged that the defendants embezzled funds and forged
financial statements thereby resulting in losses suffered by the Agencia de Garantia de Depdsitos (the “Deposit
Guarantee Agency” or “AGD”), in the amount of U.S.$661.5 million. On May 30, 2013, the trial court granted
summary judgment against Ecuador. On August 28, 2013, Ecuador filed for appeal in the District Court of Appeal
of Florida, Third Circuit. On July 2, 2014, the District Court of Appeal ruled in favor of Ecuador, reversing the trial
court’s decision and finding the defendants liable for the losses of Filanbanco S.A. The defendants petitioned the
Third Circuit for a hearing to review the July 2, 2014 decision, which the Third Circuit rejected. On August 6, 2014,
the defendants submitted their brief in support of their petition, which was denied by the Third Circuit court on
September 16, 2014.

Upon remand, the Eleventh Judicial Circuit Court of Florida, in an October 15, 2015 decision, held that the
ten-year statute of limitations on the action had expired. On November 12, 2015, Ecuador notified the District Court
of Appeals for the Third District of Florida that it would appeal this decision. On November 16, 2015, the
defendants filed a motion for costs and fees. On January 11, 2016, the District Court of Appeals for the Third
District of Florida issued an order deferring the decision regarding costs and fees until after a decision on the appeal.
Ecuador presented its motion to appeal on March 11, 2016. The defendants presented their response to Ecuador’s
appeal on October 8, 2016. Ecuador filed its brief in response on January 6, 2017. The District Court of Appeals
for the Third District of Florida held the hearing on April 3, 2017. On December 27, 2017, the District Court of
Appeals for the Third District of Florida reversed the October 15, 2015 decision in favor of William and Roberto
Isaias. The case was remanded to the trial court to determine damages in favor of Ecuador.

Zamora Gold
On July 7, 2011, Ecuador was notified of an arbitration proceeding against it for allegedly depriving

Zamora Gold of its investments in violation of the Canada-Ecuador Bilateral Investment Treaty. Since then, the
plaintiff has not taken further action. The amount of the claim has not yet been determined.
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RSM Production Corporation

On May 13, 2010, Ecuador was notified of an UNCITRAL arbitration proceeding against it for allegedly
cancelling a mining license held by RSM Production Corporation in violation of the U.S.-Ecuador Bilateral
Investment Treaty. Since then, there has not been further action by the plaintiff. The amount of the claim has not
yet been determined.

Merck Sharp & Dohme

On February 2, 2011, Merck Sharp & Dohme (“Merck”) commenced an UNCITRAL arbitration against
Ecuador alleging denial of justice for not having provided judicial guarantees in Ecuadorean court proceedings
which returned a judgement against Merck by the Ecuadorian company NIFA S.A. (currently “PROPHAR, S.A.”) in
violation of the U.S.-Ecuador Bilateral Investment Treaty.

On February 5, 2016, Merck filed a petition requesting that the arbitration tribunal set forth certain
measures to protect Merck from an unjust final judgment in Ecuador. On May 7, 2016, the arbitration tribunal
accepted Merck’s petition and ordered Ecuador to guarantee that no final judgment will be enforceable in Ecuador
until the arbitration tribunal issues its final decision on the matter.

On August 4, 2016, the National Court of Justice ordered Merck to pay U.S.$42 million with respect to the
Ecuadorian judgment initiated against Merck by NIFA S.A. On September 6, 2016, the arbitral tribunal ordered that
Ecuador ensure that all proceedings and actions for the enforcement of that judgment be suspended pending the
delivery by the tribunal of its final award. On September 16, 2016, the National Court of Justice enforcement judge
suspended the enforcement proceeding pending the arbitral tribunal’s final award. This decision was
constitutionally challenged by PROPHAR, S.A. The Ecuadorian Constitutional Court granted the petition and set
aside the suspension order.

The arbitral tribunal held a hearing on October 12, 2016. On November 16, 2016, the parties presented
their post-hearing briefs. On December 2, 2016, the parties presented comments to their post-hearing briefs in the
arbitration. On January 25, 2018, the arbitral tribunal issued a final partial award in which it held Ecuador liable for
denial of justice and violation of fair and equitable treatment. As a result, the arbitral tribunal initiated a new phase
for the determination of damages. On February 21, 2018, the arbitral tribunal issued an order providing the schedule
for the damages phase. The parties filed their briefs on damages on June 21, 2018. The arbitral tribunal opened a
discovery phase until January 21, 2019, which has since been finalized. On March 25, 2019, the parties presented
their reply memorials. On April 24, 2019, a hearing on damages took place in the city of London.

Hutchison Port Investments Ltd

In 2012, the Manta Port Authority (the “APM”) represented by Ecuador’s Attorney General (Procuraduria
General del Estado) commenced an arbitration proceeding against Hutchison Port Investments Ltd. and Hutchison
Port Holdings (“Hutchison”), in the Centro de Arbitraje y Mediacion de la Camara de Comercio de Quito (“Center
for Arbitration and Mediation of Quito Chamber of Commerce”) to recover U.S.$141 million in damages. APM
alleges that it suffered these damages as a result of Hutchison’s unilateral abandonment of the facilities and other
defaults under a concession agreement to operate the port at Manta. Hearings took place from February 9 to 13,
2015 in Panama. On November 30, 2015, the arbitration tribunal decided in favor of Ecuador for an amount of
U.S.$30 million.

The arbitral tribunal awarded APM U.S.$34.9 million for consequential damages and lost profits. After
deduction of the contractual guarantee entered into by APM, the indemnification amount totaled U.S.$27.2 million
(before adjusting current value). The tribunal also ordered the compensation of 50% of the arbitral costs to APM to
be paid within thirty days from notification of the arbitral award. APM has initiated proceedings in various
jurisdictions for the execution of the award. APM initiated proceedings for the execution of the award in the British
Virgin Islands. Hutchison presented its objections to the execution of the award in the British Virgin Islands. On
October 30, 2017, a hearing on the execution and recognition of the award was held in which APM requested an
abbreviated proceeding for the recognition of the award. However, the tribunal determined that a longer hearing in
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the British Virgin Islands will be held in order to allow the parties to present their arguments regarding the
recognition of the award before a decision is made. That hearing remains to be scheduled.

On March 16, 2017, before the Sala Cuarta de la Corte Suprema de Justicia APM presented its opposition
to the annulment petition by Hutchison in Panama on December 30, 2015 against the award in favor of APM. On
March 15, 2019, the Supreme Court of Panama partially annulled the award in favor of APM. Although the amount
of the award was not affected by the decision, the entities Hutchison Investments Limited and Hutchison Port
Holdings Limited were excluded from the award. On March 21, 2019, Ecuador’s Attorney General, in
representation of APM, presented a request for clarification of the decision, which was denied on April 12, 2019.

Coca Codo Sinclair

From 2012 to March 2017, CELEC EP - Unidad de Negocio Coca Codo Sinclair (“CCS”), an Ecuadorian
public enterprise and Sinohydro Corporation were heard by the Junta Combinada de Disputas (“JCD”) (“Combined
Dispute Board™), a pre-arbitral forum created under the engineering, procurement and construction contract (the
“EPC Contract”) for the construction of the Coca Codo Sinclair hydroelectric plant. The amount of the claims is yet
to be determined. Both parties presented, among others, claims relating to time extensions under the EPC Contract,
declined payroll/tax return payments, supposed changes in tax laws, costs for changes in infrastructure design,
indirect effects of the non-execution of a potential agreement between China and Ecuador relating to double
taxation, and non-compliance with the national participation quota established in the EPC Contract for
subcontracting of works. Synohydro Corporation has sought tax refunds for capital exit taxes, additional costs for
engineering designs and a time extension for supposed extreme subsoil geological conditions. The JCD has issued
22 mandatory decisions. Under the EPC Contract, the parties may definitively resolve the underlying disputes
through arbitration before the International Chamber of Commerce by sending a notification of disagreement within
20 days after the JCD’s decisions. Both parties have stated their disagreement with the JCD’s 22 decisions, thus
preserving their right to commence arbitral proceedings with respect to these disputes. As of the date of this
Supplement, the parties have not commenced arbitral proceedings with respect to these disputes.

In April 2019, Sinohydro Corporation notified CCS of the existence of Dispute 2019-001, related to the
amounts charged to CCS by ARCONEL for the unavailability of the Coca Codo Sinclair hydroelectric plant.
Sinohydro Corporation has demanded the formation of a new JCD. As of the date of this Supplement, the JCD had
not yet been formed.

Ecuador TLC, Cayman International, and Teikoku Oil

On February 26, 2014, Ecuador TLC, Cayman International, and Teikoku Oil filed a breach of contract
arbitration claim against Ecuador in the Permanent Court of Arbitration in the Hague for an amount of U.S.$808.3
million plus interest. The claim is in connection with an oil-field exploration contract that was terminated by
Ecuador because the plaintiffs did not agree to the new renegotiated terms. See “The Ecuadorian Econoniy—
Economic and Social Policies—Renegotiation of Oil Field Contracts.” Ecuador presented its response brief on
March 21, 2016 and Ecuador TLC presented its response on June 20, 2016. From January 24, 2017 to January 28,
2017, the arbitral tribunal held a hearing regarding Ecuador TLC’s breach of contract claim in Washington D.C. The
parties presented their submissions on March 3 and on May 5. The parties presented their submission on costs on
May 29. On January 16, 2018, the arbitral tribunal ordered Ecuador to pay the plaintiffs a total amount of
U.S.$515,067,578, post-award interest and an additional amount of U.S.$35,000 for arbitral costs and expenses. On
March 19, 2018, the parties reached an agreement that reduced the amount Ecuador owed to the plaintiffs to
U.S.$507,746,745 out of which Ecuador retained approximately U.S.$189,000,000 in order for the plaintiffs to
fulfill their pending labor and tax obligations. Ecuador paid the remaining U.S.$318,712,249 in three separate
installments. Ecuador considers that it has fulfilled its obligations under the agreement reached on March 19, 2018,
and it does not expect any further actions on this matter.

Caribbean Financial International Corp v. Ecudos — Corporacion Azucarera Ecuatoriana Coazucar

On July 11, 2012, Caribbean Financial International (“CFI”) filed a breach of contract claim against
ECUDOS S.A. in the Juzgado Duodécimo de Circuito Civil del Primer Circuito Judicial de Panamd (the “Twelfth
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Court of the Civil Circuit in the First Circuit of Panama”) for an amount of U.S.$65.9 million plus costs, expenses
and interests. The contract was originally entered into by CFI and TRAINSAINER S.A., a company absorbed by
ECUDOS S.A. through merger (the “CFI-TRAINSAINER contract”). The CFI-TRAINSAINER contract called for
CFI’s sale to TRAINSAINER S.A of all of its stock capital in DURCHES S.A. and ECUDOS S.A. Through the
CFI-TRAINSAINER contract, CFI granted TRAINSAINER S.A. a credit of U.S.$60 million for a term of ten years.
In turn, on October 29, 2000, TRAINSAINER S.A. issued a promissory note in favor of CFI due on October 27,
2010. The CFI-TRAINSAINER contract provided for the filing of a lawsuit if the payment became overdue. The
Attorney General intervened as a result of an indemnity obligation in the CFI-TRAINSAINER contract. ECUDOS
S.A. filed a response to the claim denying CFI’s allegations and challenging the contract. On April 18, 2018, the
Twelfth Court of the Civil Circuit in the First Circuit of Panama held Ecudos liable for U.S.$106,183, 608, including
costs and expenses. On May 31, 2018, Ecudos appealed the decision of the Twelfth Court of the Civil Circuit in the
First Circuit of Panama. On June 8, 2018, CFI presented its brief opposing Ecudos’ appeal. The Primer Tribunal
Superior del Primer Distrito Judicial de Panamd (the “First Superior Court of the First Judicial District”) is
reviewing the appeal.

Ecudos — Corporacion Azucarera Ecuatoriana Coaziicar v. Caribbean Financial International
Corporation — CFI

On August 8, 2012, ECUDOS S.A. filed an ordinary claim for declaratory judgement of large amount
(Demanda Ordinaria Declarativa de Mayor Cuantia) in Panama against CFI seeking annulment of the CFI-
TRAINSAINER S.A. contract as well as of the promissory note in favor of CFI. As it is an annulment lawsuit, the
amount of the lawsuit is undetermined. Admission of the evidence brought by the parties is pending. After
consideration of the admissibility of the evidence, both parties will present their pleas. A decision on the
admissibility of the evidence is pending.

Oleoducto de Crudos Pesados

On March 16, 2018, Oleoductos de Crudos Pesados S.A. (Ecuador) and Oleoducto de Crudos Pesados Ltd.
(jointly, “OCP”) filed an arbitral claim against Ecuador under the UNCITRAL Rules. The claim is in connection
with an alleged reinterpretation of an Ecuadorian law by the Ecuadorian Internal Revenue Service affecting the
rights of OCP under an authorization contract for the construction and operation of a pipeline. The amount of the
claim is yet to be determined. The arbitrators have been legally appointed and the first hearing was held on
September 19, 2018. On December 21, 2018, the parties waived all claims raised in the arbitration.

Gente Oil

On April 13, 2018 Ecuador was notified of arbitral proceedings from Gente Oil Ecuador Pte. Ltd. (“Gente
Oil”). In the notification, Gente Oil alleges that Ecuador breached the contract for the rendering of services for the
exploration and exploitation of Hydrocarbons with respect to crude oil in the Singue block of the Ecuadorian
Amazon region. Gente Oil claims that Ecuador breached the contract by imposing its negotiation, ignoring the tariff
agreed, not acting in good faith and preventing Gente Oil from performing its obligations under the contract.
Pursuant to this contract, the arbitral proceedings will be conducted under the UNCITRAL Rules and administered
under the Permanent Court of Arbitration in The Hague. The amount of the claim has not been determined.

Daniel Penades

On January 30, 2015, Daniel Penades issued proceedings against the Republic of Ecuador in respect of an
alleged U.S.$455,000 holding of 2030 Notes. The Republic was served with a notification of the claim on
September 16, 2015. On January 15, 2016, the Republic filed a motion to dismiss Mr. Penades's complaint. On
September 30, 2016, the United States District Court for the Southern District of New York granted the Republic's
motion to dismiss. On October 27, 2016, Mr. Penades filed a notice of appeal to the United States Court of Appeals
for the Second Circuit. On May 17, 2017, the Second Circuit entered a summary order affirming the judgment of
the District Court, granting the Republic's motion to dismiss Mr. Penades's complaint. On May 31, 2017, Mr.
Penades filed a petition for a rehearing en banc of the Second Circuit’s summary order. On July 5, 2017, the Second
Circuit denied Mr. Penades’ petition for a rehearing en banc.
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On May 21, 2018, Mr. Penades filed again against the Republic in the United District Court for the
Southern District of New York concerning his alleged U.S.$455,000 holding of 2030 Notes and a U.S.$50,000
holding of 2012 Notes. The Republic was served with process on October 16, 2018. In this new complaint, Mr.
Penades demands for payment of full principal and accrued interests under the indentures of both his alleged
holdings of 2030 Notes and 2012 Notes, and demands that the court order such interest payments be made pro rata
with payments made under subsequent bonds issued by the Republic.

On December 17, 2018, the Republic filed a motion to dismiss the new complaint. However, on January 7,
2019, Mr. Penades filed an amended complaint (the “Amended Complaint”) against the Republic. On January 22,
2019, the Republic filed a motion to dismiss the Amended Complaint, arguing that the Amended Complaint should
be dismissed on res judicata grounds, based on the dismissal of Mr. Penades’s original complaint filed in 2015. Mr.
Penades filed an affirmation on February 18, 2019 in opposition to the motion to dismiss the Amended Complaint,
arguing that he was litigating new facts that he could not litigate before and that his lawsuit based on the 2030 Notes
and 2012 Notes should therefore proceed. He also argued that his lawsuit should be allowed to proceed on the
ground of public policy. On March 4, 2019, the Republic filed a reply arguing that there were in fact no new facts
that give rise to any right for Mr. Penades to sue again on the 2030 Notes and 2012 Notes and no cognizable public
policy that might apply in his favor.

An initial case management conference was held with the court on April 24, 2019. On April 23, 2019, the
day prior to the case management conference, Mr. Penades filed letter motions with the court requesting that the
court review certain documents during the case management conference and requesting that the court take judicial
notice of certain other documents. At the conference the court denied both of those letter motions and also stayed
discovery in the case pending the resolution of the Republic's motion to dismiss the Amended Complaint.

The court has not yet ruled on the motion to dismiss the Amended Complaint.

Albacora

On March 3, 2015, Albacora Group (“Albacora”) notified Ecuador it had initiated investment arbitration
proceedings against the Republic under the Bilateral Investment Treaty between Ecuador and Spain and the 1976
UNCITRAL rules, based on the alleged tax treatment by the Republic to four of Albacora’s subsidiaries operating
free trade zones in Porsoja, Ecuador. Albacora alleges that its four subsidiaries, as users of free trade zones, are
entitled to full tax exoneration, while the Republic contends that at the moment the four Albacora subsidiaries were
classified as free trade zone users in 2008, the relevant tax provision was not in effect. Albacora is seeking U.S.$54
million in payment.

On April 4, 2016, Albacora notified the Republic of the initiation of the proceedings, and from 2016 to
2017, the parties exchanged briefs and completed several initial stages of the arbitral processes. A hearing on the
question of jurisdiction and on the merits was held in January 2018. In March and April of 2018, Albacora and the
Republic filed their respective memorandums of law and their respective reply briefs. On July 18, 2019, the arbitral
tribunal issued its final ruling in favor of the Republic.

GLP

This proceeding involves an investment arbitration initiated by Consorcio GLP against the Republic under
the Bilateral Investment Treaty between Ecuador and Spain. In May 2018, a hearing on the question of jurisdiction
was held. On December 21, 2018, the tribunal decided on the question of jurisdiction by denying Ecuador’s motion
and affirming its jurisdiction over the merits of the case, and ordered Ecuador to pay the plaintiff U.S.$245,358.4
and EUR239,229.2 in costs and fees. On February 28, 2019, the tribunal established the schedule for the
proceedings on the merits. On June 28, 2019, the plaintiff filed its brief on the merits of its claims and asked the
court to order the Republic to pay the plaintiff U.S.$48,315,958.33 in damages. The deadline for the Republic to file
its reply brief is October 28, 2019.

Notifications under Bilateral Investment Treaties

AECON
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On January 19, 2018, Ecuador was notified of a controversy by AECON founded on Articles 11, VIII, XII
and XIII of the bilateral investment treaty between Ecuador and Canada. AECON claims that Ecuador has breached
the guarantee of legal stability granted under certain investment agreement and, consequently, it has breached the
fair and equal treatment standard in the relevant bilateral investment treaty causing the expropriation of AECON’s
investment. The amount of the claim is approximately U.S.$29 million. As of the date of this Supplement, the
parties are in direct negotiations.

AMDOCS

On April 17, 2018, Ecuador was notified of a controversy by AMDOCS founded on Articles 2, 5 and 8 of
the bilateral investment treaty between Ecuador and the United Kingdom. The AMDOCS claims arise from a
contract dispute in a project with CNT in which CNT alleged a breach of its contract by AMDOCS. Such alleged
breach caused the early termination of the main and ancillary agreements followed by judicial proceedings.
AMDOCS claims a breach of the fair and equal treatment standard under the bilateral investment treaty and
expropriation of its investments in Ecuador. The amount of the claim has not been determined and the parties are in
direct negotiations.

PDVSA

On May 15, 2018, Ecuador was notified by PDVSA of alleged breaches of Articles 3 and 4 of the bilateral
investment treaty between Ecuador and Venezuela. Ecuador does not recognize these notifications as notifications
of existence of a controversy as these notifications do not identify the investments, agreements, contracts or rights
that could potentially give rise to a controversy under the bilateral investment treaty. The notifications also fail to
identify which actions taken by Ecuador could have created the alleged controversy under the treaty. PDVSA
claims that there has been a breach of the fair and equal treatment, full protection and expropriation rights under the
bilateral investment treaty. Ecuador does not consider that the period for direct negotiations has begun. These
notifications do not indicate an amount of the claims.

WORLEYPARSONS

On February 16, 2018, WorleyParsons informed Ecuador of the existence of a controversy founded on
Articles II(1), II(3), II(3)(a), I1(3)(b), II(3)(c) and III(1) of the bilateral investment treaty between Ecuador and the
United States of America. Ecuador requested further detail on the nature of the allegations in the notification. On
March 19, 2018, WorleyParsons informed Ecuador that the controversy is related to its contracts with Petroecuador
and the Compariia de Economia Mixta Refineria del Pacifico RDP-CEM (the “Mixed Economy Pacific Refinery
Company”) and to certain actions of the Office of the Comptroller General and the Office of the Prosecutor General.
Although the notification from WorleyParsons did not include details of the substance of the dispute, following the
request of the Attorney General, WorleyParsons identified the following contracts under which the disputes would
have arisen: (i) Contract 201130 for the Audit and Management of the Rehabilitation Program for the Esmeraldas
Refinery, under which WorleyParsons claims that Petroecuador has an outstanding debt of U.S.$36.2 million in
order to proceed with the liquidation and termination of the contract; (ii) the Project Management Consultancy
(PMC) Support Service Agreement with the Mixed Economy Pacific Refinery Company for the Pacific Refinery
project, under which WorleyParsons claims that there is an outstanding debt of U.S.$35.4 million; (iii) contracts for
the audit of certain construction works in the Liquid Natural Gas Plant of Bajo Alto (El Oro), under which
WorleyParsons claims an outstanding debt of U.S.$5.9 million; and (iv) LAB 2014187 Contract executed with
PetroEcuador for the production of “Studies for the Project of Reengineering and Construction of a Drainage System
for the Liquid Effluents of the Esmeraldas Refinery”, under which WorleyParsons claims that there is an outstanding
debt of U.S.$3.2 million. Ecuador considers that the six-month consultation period under the bilateral investment
treaty between Ecuador and the United States of America began on March 19, 2018. On February 14, 2019,
WorleyParsons notified the Republic it had initiated investment arbitration proceedings against the Republic under
the Bilateral Investment Treaty between Ecuador and the United States based on the foregoing allegations. The
amount of the claim is approximately U.S.$83 million. WorleyParsons further requested the arbitral tribunal to
order the Republic to remove the claims issued by the Office of the Comptroller General against WorleyParsons (as
described below), and to order the Republic’s Internal Revenue Service to remove an alleged U.S.$115 million tax
assessment against WorleyParsons. As of the date of this Supplement, the presiding arbitrator had not yet been
designated.

100



Ecuador and WorleyParsons have had several meetings in which WorleyParsons has stated its position
regarding the actions of the Office of the Comptroller General and the status of its contracts with Petroecuador and
with the Mixed Economy Pacific Refinery Company. According to the information available at the Office of the
Attorney General, the Office of the Comptroller General has performed several audits of the contracts executed with
WorleyParsons where certain irregularities in the procurement processes and in the execution of such contracts by
WorleyParsons were found. The Office of the Comptroller General has issued several claims (Glosas de
Determination Civil Culposa) against WorleyParsons, following those audits, for a total amount of approximately
U.S.$120 million and has delivered to the Officer of the Prosecutor General several reports including indications of
criminal liability.

INDRA

On February 20, 2018, Ecuador was notified of a controversy from Indra Sistemas, S.A. (“INDRA”)
founded on the fair and equitable treatment and indirect expropriation provisions and on the protection and effective
measures principles under the clause of most favored nation of the bilateral investment treaty between Ecuador and
the Kingdom of Spain. The controversy arose from a contract for the implementation of a judicial information
system executed between INDRA and the Ecuadorian Judicial Council on December 22, 2011. The final product
was delivered by INDRA on June 7, 2013 and the Judicial Council paid the full contract price of U.S.$23,760,000.
The Office of the Comptroller General audited the contract and issued an administrative claim against INDRA for
the full amount of $23,760,000. This administrative claim was followed by 3 judicial proceedings: (i) an appeal to
the administrative claim filed by an Ecuadorian public servant that was named as joint and severally liable together
with INDRA; (ii) an appeal to the ruling that denied the revision of that administrative claim filed by INDRA; and
(iii) a damages trial initiated by the Judicial Council against INDRA for an amount of U.S.$32 million. The first
proceeding concluded with the confirmation of the administrative claim and has been further appealed. The
remaining two proceedings are still in process and a decision has not been made. INDRA also argues that its rights
under the bilateral investment treaty in these proceedings have been breached. The notification received from
INDRA indicates a claim of at least U.S.$32 million.

101



BALANCE OF PAYMENTS AND FOREIGN TRADE
Balance of Payments

Given Ecuador’s dollarized economy, the balance of payments is important in determining money supply.
A positive balance of payments would increase money supply and a negative balance of payments would decrease
money supply. Between 2014 and 2018, Ecuador experienced fluctuations between balance of payments deficits
and surpluses. While there was a surplus in 2016, there were deficits in 2014, 2015, 2017 and 2018. For both the
first quarter of 2019 and the first quarter of 2018, there were balance of payments surpluses.
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Source: Based on Figures from the Central Bank Balance of Payments Quarterly Bulletin for the First Quarter of 2019. Amounts in
U.S.$ millions.

In 2014, Ecuador had a balance of payment deficit of U.S.$424.5 million as a result of a decrease in the
capital and financial account. The capital and financial account decreased from U.S.$2,935.5 million in 2013 to
U.S.$477.6 million in 2014 as a result of a decrease in investment for that year. However, the current account
improved from a deficit of U.S.$944.3 million in 2013 to a deficit of U.S.$677.4 million in 2014. This improvement
was due to the improvement in the trade balance from a deficit of U.S.$528.6 million in 2013 to a deficit of
U.S.$63.5 million in 2014, which was due to an increase in non-petroleum exports in 2014, particularly banana and
shrimp exports.

In 2015, Ecuador’s balance of payment deficit grew to U.S.$1,488.4 million as a result of a decrease in the

current account. The current account decreased from a deficit of U.S.$677.5 million in 2014 to a deficit of
U.S.$2,223.3 million in 2015. The expansion of the deficit in the current account was due to an increase in the
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deficit in the balance of trade from U.S.$63.5 million in 2014 to a deficit of U.S.$1,649.8 in 2015. The increase in
the deficit was the result of a decline in the price of oil.

In 2016, there was a balance of payments surplus of U.S.$1,206.7 million, an increase compared to the
U.S.$1,488.4 million deficit in 2015. The balance of payments surplus was due to an increase in the current account.
The current account recorded a deficit of U.S.$2,223.3 million in 2015 as compared to a surplus of U.S.$1,323.9
million in 2016. The surplus in the current account was principally due to an improvement in the trade balance from
a deficit of U.S.$1,649.8 million in 2015 to a surplus of U.S.$1,567.3 million in 2016, which resulted from a
decrease in imports particularly with respect to fuel and lubricants as well as capital goods.

In 2017, there was a balance of payments deficit of U.S.$1,858.5 million, as compared to the U.S.$1,206.7
million balance of payments surplus in 2016. This deficit in 2017 in the balance of payments was due to a deficit of
U.S.$481.1 million in the current account and a deficit of U.S.$1,433.6 in the financial account.

In 2018, there was a balance of payments deficit of U.S.$92 million, a decrease in the deficit compared to
the U.S.$1,858.5 million balance of payments deficit in 2017. This decrease in the deficit was primarily due to an
increase in foreign direct investment of U.S.$782.6 million, a decrease in income from portfolio investments of
U.S.$3,889.7 million, a decrease in assets from other investments of U.S.$4,221.8 million and an increase of
liabilities from other investments by U.S.$1,935.6 million.

For the first quarter of 2019, there was a balance of payments surplus of U.S.$637.4 million, a decrease
compared to the U.S.$2,422.0 million balance of payments surplus in the first quarter of 2018. This decrease was
primarily due to the current account deficit in the amount of U.S.$261.6 million, the capital and financial account
surplus in the amount of U.S.$1,029.9 million and the results of errors and emissions in the amount of U.S.$130.8
million.

In the years from 2014 to 2016, the total balance of payments has heavily depended on petroleum exports.
Although non-petroleum exports are increasingly becoming a larger portion of the Republic’s GDP, there was a non-
petroleum trade balance deficit in the years 2014 to 2016. Until the last quarter of 2014, increasing petroleum
exports due to the increase in petroleum prices have offset this deficit and resulted in yearly trade balance surpluses
or reduced deficits. In 2014 there was a slight increase in remittances from U.S.$2,449.5 million in 2013 to
U.S.$2,461.7 million in 2014 and a decrease to U.S.$2,377.8 million in 2015. This decrease in remittances occurred
due to the weakening of the euro against the dollar and the economic recession in Spain, which represented 14.4% of
all remittances to Ecuador. In 2016, remittances increased to U.S.$2,602.0 million representing an increase of 9.4%
from remittances in 2015. This increase in remittances is due to the economic situation of the main countries where
Ecuadorians living abroad reside, including the United States, Spain and Italy, among others and also to the response
of Ecuadorian migrants to the Pedernales Earthquake. In 2017, remittances increased to U.S.$2,840.2 million
representing an increase of 9.2% from remittances in 2016 with remittances principally originating from the United
States, Spain and Italy. In 2018, remittances increased to U.S.$3,030.6 million, a 6.7% increase from the
U.S.$2,840.2 million in 2017.
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The following table sets forth information regarding the Republic’s balance of payments for the periods
indicated.

Annual Balance of Payments(l)

(in millions of U.S.$)

2014 2015 2016 2017 2018
Current Account -668.9 -2,221.0 1,321.0 -490.3 -1,486.7
Trade balance -63.5 -1,649.8 1,567.3 3114 -263.0
Exports® 26,596.5 19,048.7 17,425.4 19,618.3 22,122.8
Petroleum and derivatives 13,275.5 13,275.5 6,660.3 5,459.2 8,801.7
Non-petroleum 12,448.9 12,448.9 11,670.3 11,338.5 12,804.4
Non-registered commerce and other exports................... 872.0 872.0 718.1 627.7 516.7
Imports -26,660.0 -20,698.5 -15,858.1 -19,306.8 -22,385.8
Services -1,170.7 -805.2 -1,054.5 -1,103.1 -710.8
Rendered services (credit) 2,346.3 2,391.3 2,139.8 2,191.1 2,539.5
Transportation 437.0 4443 409.8 413.6 430.1
Travel 1,482.1 1,551.4 1,443.6 1,548.1 1,871.1
Other 427.1 395.7 286.4 229.5 238.3
Rendered services (debit) -3,517.0 -3,196.6 -3,194.3 -3,294.2 -3,250.3
Transportation -1,743.9 -1,510.1 -1,238.2 -1,471.4 -1,548.6
Travel -634.6 -638.6 -661.1 -686.7 -654.2
Other -1,138.5 -1,047.8 -1,295.0 -1,136.0 -1,047.5
Investment income -1,543.2 -1,728.5 -1,845.8 -2,363.3 -2,921.8
Inflows (credit) 120.7 140.3 163.8 187.1 237.9
Outflows (debit) -1,663.9 -1,868.8 -2,009.6 -2,550.4 -3,159.7
Employees’ remuneration -11.4 -13.5 -14.4 -14.5 -14.6
Direct investment income -663.6 -598.1 -434.0 -364.9 -456.6
Portfolio investment income -143.2 -230.9 -300.7 -808.4 -1,260.3
Other -845.6 -1,026.3 -1,260.6 -1,362.6 -1,428.1.9
Net transfers 2,108.5 1,962.5 2,653.9 2,664.6 2,408.9
Emigrant remittances 2,461.7 2,377.8 2,602.0 2,840.2 3,030.6
Capital and financial account 469.0 697.4 -13.4 -1,355.7 1,552.9
Capital account 66.8 -69.1 -813.8 68.7 -192.5
Financial account 402.3 766.5 800.4 -1,424.5 1,745.4
Direct Investment 772.3 1,322.5 769.0 618.9 1,407.7
Portfolio Investment 1,500.4 1,473.4 2,200.9 6,490.6 2,600.9
Other Investment -1,870.5 -2,029.6 -2,169.6 -8,533.9 -2,263.2
Errors and omissions -224.6 35.2 -100.8 -12.5 -158.1
Total balance of payments -424.5 -1,488.4 1,206.7 -1,858.5 -92.0
Financing 424.5 1,488.4 -1,206.7 1,858.5 92.0
International Reserves 4115 1.453.1 -1,762.9 1,807.8 -225.5
IMF loans - - 365.2 - -
Exceptional Financing, net® 13.0 353 191.0 50.7 3174

Source: Based on figures from the Central Bank 2019 Quarterly Balance of Payments Bulletin for the First Quarter of 2019. Balance of

payments data is published by the Central Bank on an annual and quarterly basis.
(1) Balance of payments data is published by the Central Bank on an annual and quarterly basis, not by semester.

(2) Figures differ from “Exports-(FOB)” charts and “Real GDP by Expenditure” chart due to the inclusion of non-registered commerce and

“other exports.” “Non-registered commerce” includes goods, which for some reason are not registered by customs. Ecuadorian customs

may not register commerce under various situations including, but not limited to, delays in the submission of export forms, false

declarations, different statistical treatment in the country with which Ecuador has engaged in trade, sales of contraband, and arms
trade. “Other exports” includes exports of goods for processing, repair of goods, goods acquired in ports through various transportation

means and non-monetary gold.

(3) Data corresponds to changes in International Reserves. Negative numbers indicate an increase in International Reserves and positive

numbers indicate a reduction.

(4) Data refers to the refinancing of existing debt, financing necessary for repayment of arrears, and loans procured for the purpose of financing

the balance of payments.

104



Current Account

Quarterly Balance of Payments

Trade balance

Exports @

Imports

Services

Rendered services (credit)

Transportation
Travel

Other

Rendered services (debit)
Transportation

Travel

Other

Investment income

Inflows (credit)

Outflows (debit)

Employees’ remuneration

Other outflows investment income®

Net transfers

Emigrant remittances

Other transfers

Outgoing transfers
Capital and financial account
Capital account

Financial account

Direct Investment

Portfolio Investment

Other Investment

Errors and omissions

Total balance of payments
Financing

International Reserves ¥

IMF loans

Exceptional Financing, net ©’

(1)

(in millions of U.S.$)

December 2017 March 2018 December 2018 March 2019
-328.7 -78.8 -882.6 -261.6
-116.4 283.7 -446.2 58.2

5,195.8 5,359.6 5,468.0 5,423.4
-5,312.2 -5,075.8 -5,914.2 -5,365.2
-303.7 -194.9 -192.6 -219.5
564.1 611.6 674.7 623.4
107.8 98.0 110.3 97.7
404.1 4452 499.5 472.4
52.2 68.4 64.9 53.3
-867.8 -806.5 -867.3 -843.0
-374.6 -375.3 -414.1 -396.9
-166.0 -174.1 -158.8 -177.7
-327.2 -257.1 -294.4 -268.3
-601.1 -646.6 -864.5 -741.8
52.5 59.7 56.8 53.8
-653.6 -706.3 -921.2 -795.6
4.1 4.1 -3.8 3.4
-649.6 -702.3 917.5 -792.3
692.4 479.0 620.7 641.5
763.4 715.0 780.1 736.2
83.6 55.3 74.4 64.0
-205.3 -335.8 -285.2 -200.6
3253 2,538.9 593.0 1,029.9
18.7 15.9 194 15.0
306.5 2,523.1 573.6 1,014.8
96.4 331.6 606.6 132.9
2,896.5 2,817.3 -64.8 729.3
-2,686.3 -625.8 31.8 152.6
69.1 -38.2 -35.1 -130.8
65.6 2,422.0 -324.6 637.4
-65.6 -2,422.0 324.6 -637.4
-88.7 -2,417.0 16.5 -1,296.3

- - - 651.7

23.1 -5.0 308.2 7.2

Source: Based on figures from the Central Bank 2019 Quarterly Balance of Payments Bulletin for the First Quarter of 2019. Balance of

payments data is published by the Central Bank on an annual and quarterly basis.

(1) Balance of payments data is published by the Central Bank on an annual and quarterly basis, not by semester.
(2) Figures include “non-registered commerce” and “other exports” and therefore differ from figures included in “Exports-(FOB)” and
“Real GDP by Expenditure” tables. “Non-registered commerce” includes goods not registered by customs for reasons such as delays
in the submission of import or export forms, falsely declared goods for import or export, different statistical treatment of goods in the
origin or destination country, undeclared imports or exports (i.e., contraband), and arms trade. “Other exports” includes exports of

goods for processing, repair of goods, goods acquired abroad by transportation companies and non-monetary gold.
(3) Includes direct investment income, portfolio investment income and other investment income.

(4) Data reflects changes in International Reserves, where negative numbers indicate an increase in International Reserves and positive

numbers indicate a decrease.

(5) Data refers to the refinancing of existing debt, financing necessary for repayment of arrears, and loans procured for the purpose of
financing the balance of payments.
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Current Account

In 2014, the current account improved and registered a deficit of U.S.$677.5 million (0.67% of GDP)
compared to a deficit of U.S.$944.3 million (0.99% of GDP) in 2013, which was the result of an increase in non-
petroleum exports. The current account for 2015 resulted in a deficit of U.S.$2,223.3 million (2.24% of GDP)
caused by the decrease in the price of petroleum exports. The current account for 2016 resulted in a surplus of
U.S.$1,323.9 million (1.32% of GDP) caused by the surplus in the trade balance and the surplus in net transfers. In
2017, the current account registered a deficit of U.S.$481.1 million (0.46% of GDP), a decrease of U.S.$1,805.0
million in the deficit compared to the U.S.$1,323.9 million surplus for 2016. The decrease in the current account
was mainly due to a lower surplus of U.S.$1,255.9 million in the trade balance account and a higher deficit of
U.S.$509.1 million in the investment income account. In 2018, the current account registered a deficit of
U.S.$1,357.8 million, an increase of U.S.$876.8 million in the deficit compared to the U.S.$481.1 million deficit in
2017. This increase in the deficit was mainly due to a deficit in the trade balance of U.S.$263.0 million, a deficit in
the services balance of U.S.$709.8 million and a deficit in the investment income balance of U.S.$2,793.9 million,
despite a surplus in net transfers of U.S.$2,408.9 million. For the first quarter of 2019, the current account
registered a deficit of U.S.$261.6 million, a U.S.$182.8 million increase in the deficit compared to the U.S.$78.8
million deficit for the same period in 2018. This increase in the deficit was mainly due to an increase in the deficit
of the services and rent accounts in the amounts of U.S$219.5 million and U.S.$741.8 million respectively; and to a
decrease in the surplus in the goods account, despite a U.S.$641.5 million surplus in current transfers.

Although imports increased by 2.6% in 2014, the rate of increase was lower compared to 2013, principally
due to the Republic’s promotion of domestic production. In 2015, imports totaled U.S.$20,698.5 million, compared
to U.S.$26,660.0 million for 2014 registering the first decrease in the levels of imports in the previous five years.
This decrease in the level of imports was due to budget adjustments that limited the amount of investment to be used
in the purchase of imports. In 2016, imports continued decreasing totaling U.S.$15,858.1 million, a 23% decrease
compared to the previous year. This decrease was principally due to a decrease in the price of crude oil and a
decrease in imports of fuel and lubricants. In 2017, imports totaled U.S.$19,306.8 million compared to
U.S.$15,858.1 million in 2016. This increase in the level of imports was due to an increase in imports of 45.0% in
consumer goods, 19.3% in fuel and lubricants, 16.7% in raw materials and 30.2% in capital goods due to the lifting
of tariff surcharges on various consumer goods imports in June 2017. In 2018, imports totaled U.S.$22,385.8
million compared to U.S.$19,306.8 million in 2017. This increase in the level of imports was primarily due to a
13.7% increase in imports of consumer goods, a 36.4% increase in imports of fuel and lubricants, an 11.6% increase
in imports of commodities, an 11.1% increase in imports of capital assets, and a 47.8% increase in various imports.

For the first quarter of 2019, imports totaled U.S.$5,365.2 million compared to U.S.$5,075.8 million for the
first quarter of 2018. This increase in the level of imports was primarily due to a 14.7% increase in oil imports, a
4.7% increase in commodities, and a 7.3% increase in capital goods, despite a 2.0% decrease in imports of consumer
goods.

In 2014, the trade balance registered a deficit of U.S.$63.5 million. Increased shrimp exports for the period
contributed to this reduction in the deficit. In 2015, the trade balance registered a deficit of U.S.$1,649.8 million,
which was the result of lower revenues from petroleum exports as a result of the decline in the price of oil. In 2016,
the trade balance resulted in a surplus of U.S.$1,567.3 million, an improvement compared to the U.S.$1,649.8
million trade balance deficit in 2015. In 2017, the trade balance resulted in a surplus of U.S.$311.4 million, a
decrease compared to the U.S.$1,567.3 million surplus in 2016. An increase in imports consisting mainly of durable
and non-durable consumer goods, fuel and lubricants, industrial raw materials, industrial capital goods and
transportation equipment capital goods as a consequence of the lifting of tariff surcharges on various consumer
goods imports contributed to this decrease. The trade balance in 2018 resulted in a deficit of U.S.$263.0 million, as
compared to the U.S.$311.4 million surplus in 2017. This deficit in 2018 was mainly due to a 36.4% increase in
imports of fuel. The trade balance for the first quarter of 2019 resulted in a surplus of U.S.$58.2 million, as
compared to the U.S.$283.7 million surplus for the same period in 2018. This decrease was mainly due to a higher
total value of imports (U.S.$5,423.4 million) compared to the total value of exports (U.S.$5,365.2 million).

In 2014, the services balance registered a deficit of U.S.$1,170.7 million. In 2015, the services balance
improved to a deficit of U.S.$805.2 million as a result of an improvement in the rendered services balance. In 2016,

106



the services balance registered a deficit of U.S.$1,054.5 which is an increase from the U.S.$805.2 million deficit of
2015. This increase was the result of a decrease in the credit amount for rendered services. In 2017, the services
balance improved to a deficit of U.S.$994.3 million compared to the U.S.$1,054.5 deficit in 2016. The services
balance for 2018 resulted in a deficit of U.S.$709.8 million, a decrease in the deficit compared to the U.S.$1,103.1
million deficit in 2017. This decrease in the deficit was mainly due to an increased in tourism in Ecuador. The
services balance for the first quarter of 2019 resulted in a deficit of U.S.$219.5 million, an increase in the deficit
compared to the U.S.$194.9 million deficit for the same period in 2018. This increase in the deficit was mainly due
to a U.S.$11.8 million increase in services rendered, as opposed to a U.S.$36.4 million increase in services received.

The investment income balance registered a deficit of U.S.$1,842.9 million in 2016, which was an increase
from the deficits of U.S.$1,730.8 million and U.S.$1,551.8 million in 2015 and 2014, respectively. The continued
increases from 2014 to 2016 are primarily due to an increase in interest payments related to the increase in bilateral
and multilateral debt as well as an increase in the portfolio. For more information regarding the Republic’s public
debt, see “Public Debt—Debt Obligations.” The investment income balance for 2017 resulted in a deficit of
U.S.$2,354.1 million, an increase in the deficit compared to the U.S.$1,842.9 million deficit in 2016. This increase
in the deficit was due to an increase in investment outflows as a result of the payment of interest from the investment
portfolio and from external debt. The investment income balance in 2018 resulted in a deficit of U.S.$2,793.9
million, an increase in the deficit compared to the U.S.$2,354.1 million deficit in 2017. This increase in the deficit
was mainly due to an increase in interest payments by Ecuador for the investment portfolio from U.S.$808.4 million
to U.S.$1,260.3 million. The investment income balance for the first quarter of 2019 resulted in a deficit of
U.S.$741.8 million, an increase in the deficit compared to the U.S.$646.6 million deficit for the same period in 2018.
This increase in the deficit was mainly due to an increase in interest revenues from portfolio investments from
U.S.$195.3 million for the first quarter of 2018 to U.S.$311.9 million for the first quarter of 2019.

Remittances, which are primarily denominated in U.S dollars and Euros, are an important source of net
transfers to Ecuador’s current account. Remittances increased by 0.4% to U.S.$2,461.7 million in 2014 and
decreased by 3.4% to U.S.$2,377.8 million in 2015. Remittances then increased by 9.4% to U.S.$2,602.0 million in
2016. The year on year fluctuation for remittance levels from 2014 to 2015 reflected the economic situation of those
countries from which the remittances were received. In 2016, the majority of remittances came from the United
States, Spain and Italy with 56.2%, 26.4% and 6.0%, respectively. This increase in remittances is due to the
economic situation of the main countries where Ecuadorians living abroad reside, including the United States, Spain,
and Italy, among others, and also to the response of Ecuadorian migrants to the Pedernales Earthquake. In 2017,
remittances totaled U.S.$2,840.2 million, an increase compared to the U.S.$2,602.0 million total in 2016. This
increase in remittances was due to the improvement in the economic situation of the main countries where
Ecuadorians living abroad reside which led to an increase of U.S.$128 million in remittances from the United States
and U.S.$81 million in remittances from Spain. In 2018, remittances totaled U.S.$3,030.6 million, an increase
compared to the U.S.$2,840.2 million in 2017. This increase in remittances was due to the improvement in the
economic situation of the main countries where Ecuadorians living abroad reside. For the first quarter of 2019,
remittances totaled U.S.$736.2 million, an increase compared to the U.S.$715.0 million for the same period in 2018.
This increase in remittances was due to an improvement of the economic conditions of Ecuadorians abroad.

Capital and Financial Account

The capital and financial account measures valuations in Ecuador’s assets and liabilities against those of the
rest of the world (other than valuations from exceptional financings). In 2015, the capital and financial account
registered U.S.$699.6 million, an increase from a surplus of U.S.$477.6 million in 2014. This increase was the
result of increased foreign investment in 2015. In 2016, the capital and financial account registered a deficit of
U.S.$16.4 million. This deficit was the result of a deficit in the capital account consisting mainly of a decrease in
outgoing capital transfers. In 2017, the capital and financial account registered a deficit of U.S.$1,364.9 compared
to the deficit of U.S.$16.4 million in 2016. This increase in the deficit of the capital and financial account was due
to a decrease in foreign direct investment and the repayment of external debt. In 2018, the capital and financial
account registered a surplus of U.S.$1,424.1 million compared to the U.S.$1,364.9 million deficit in 2017. This
increase in the surplus in the capital and financial account in 2018 was primarily due to an increase in foreign direct
investment of U.S.$782.6 million, a decrease in income from portfolio investments of U.S.$3,889.7 million, a
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decrease in assets from other investments of U.S.$4,221.8 million and an increase in liabilities from other
investments of U.S.$1,935.6 million. For the first quarter of 2019, the capital and financial account registered a
surplus of U.S.$1,029.9 million compared to the U.S.$2,538.9 million surplus for the same period in 2018. This
decrease in the surplus in the capital and financial account was primarily due to a decrease in liabilities related to
direct foreign investment and portfolio investment in the amounts of U.S.$198.7 million and U.S.$2,088.0 million,
respectively.

In 2014 and 2015, total direct investment continued to increase to U.S.$772.3 million and U.S.$1,322.5
million, respectively. These increases were principally due to an increase in investment in the mining sector. In
2016, total direct investment decreased to U.S.$767.4 million. This decrease was principally due to a decrease in
investment in the manufacturing and in the services rendered to businesses sectors. In 2017, total direct investment
decreased to U.S.$618.4 million. This decrease was mainly due to a lower inflow received from the shares and other
equity security interests and reinvested earnings accounts. In 2018, foreign direct investment totaled U.S.$1,401.0
million, an increase compared to the U.S.$618.4 million in 2017. This increase was principally due to a positive net
flow of debt between related companies where service of the debt outpaced amortization. For the first quarter of
2019, foreign direct investment totaled U.S.$132.9 million, a decrease compared to the U.S.$331.6 million for the
same period in 2018. This decrease was principally due to a decrease in the sale of shares of stock and in
reinvestment of earnings, as well as a negative net flow of debt between related companies where amortization
outpaced disbursements.

In 2014 and 2015, portfolio investment registered a surplus of U.S.$1,500.4 million and U.S.$1,473.4
million, respectively. In 2016, portfolio investment showed a surplus of U.S.$2,200.9 million. In 2017, portfolio
investment showed a surplus of U.S.$6,490.6 million. In 2018, portfolio investment registered a U.S.$2,600.9
million surplus, a decrease in the surplus compared to the U.S.$6,490.6 million surplus in 2017. This decrease in the
surplus was mainly due to debt settlements by U.S.$296 million and a decrease in bond issuances. For the first
quarter of 2019, portfolio investment registered a U.S.$729.3 million surplus, a decrease in the surplus compared to
the U.S.$2,817.3 million surplus for the same period in 2018. This decrease in the surplus was mainly due to a
decrease in soverign bond issuances.

International Reserves

Ecuador’s International Reserves, include, among other items, cash in foreign currency, gold reserves,
reserves in international institutions, and deposits from Ecuador’s financial institutions and non-financial public
sector institutions. In 2015, Ecuador’s International Reserves totaled U.S.$2,496.0 million, a decrease from 2014,
when International Reserves totaled U.S.$3,949.1 million. This decrease was due to transfers to the Liquidity Fund
for the purpose of strengthening the financial safety net. In 2016, Ecuador’s International Reserves totaled
U.S.$4,258.8 million, an increase from 2015. This increase was primarily due to loan disbursements, external debt
servicing and hydrocarbon operations.

As of December 31, 2017, Ecuador’s International Reserves totaled U.S.$2,451.1 million, a decrease
compared to December 31, 2016 when International Reserves totaled U.S.$4,258.8 million. The decrease in
International Reserves during the 12-month period ending in December 31, 2017 compared to the period ending in
December 31, 2016 was mainly due to a decrease in investments, term deposits and securities. As of December 31,
2018, Ecuador’s International Reserves totaled U.S.$2,676.5 million, an increase from December 31, 2017 when
International Reserves totaled U.S.$2,451.1 million. The increase in International Reserves during the 12-month
period ending in December 31, 2018 compared to the period ending in December 31, 2017 was mainly due to an
increase in the net income of oil exports (U.S.$2,065 million) and the net payment of external public debt
(U.S.$2,065 million), which allowed to offset the net outflow of the private financial sector (mainly due to goods
and services imports) by U.S.$2,091 million, the non-oil imports of the public sector and payments in arbitral
awards by U.S.$1,927 million, and the net cash withdrawals from the financial system by U.S.$589 million.

As of June 30, 2019, Ecuador’s International Reserves totaled U.S.$4,095.3 million, an increase from June
30, 2018 when International Reserves totaled U.S.$3,166.7 million. This increase in International Reserves was
mainly due to a U.S.$2,328.7 million increase in oil transactions and a U.S.$1,198.6 million increase of the net
external public debt, despite a net decrease in remittances in the private and public sectors by U.S.$1,418.5 million
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and U.S.$1,110.3 million, respectively, and U.S.$240.6 million in net cash withdrawals from the Central Bank
compared to the amount of deposits. On December 27, 2018, to face a temporary decrease in liquidity in the
country’s international reserves, the Central Bank announced it had activated a U.S.$300 million facility it had in
place with one of its international counterparties at an annual 2.86% interest rate temporarily transferring a certain
amount of gold reserves. On January 4, 2019, the Central Bank announced the country’s gold reserves had been
replenished and the funds returned to the counterparty.

Foreign Trade
Merchandise and Services Trade

Ecuador has historically been an exporter of primary goods, and an importer of raw materials, capital, and
intermediate goods, as well as manufactured products. The Republic’s main exports are relatively limited in terms
of sectors and export markets. Two of Ecuador’s principal export markets, the United States and the European
Union, have been significantly affected by the global recession that began in 2008-2009. From 2012 to 2017, the
United States, the European Union and the Andean Community were the destinations for the majority of Ecuador’s
exports. Ecuador continues to seek to expand the types of goods it exports as well as its trading partners through
engaging with, and obtaining funding from development banks and other strategic initiatives. Since 1972,
petroleum and petroleum derivatives have comprised the majority of Ecuadorian export products. According to
exports (FOB) data, in 2014, 2015, 2016, 2017 and 2018 exports of petroleum and petroleum derivatives accounted
for approximately 51.6%, 36.4%, 32.5%, 36.2% and 40.7% of total exports, respectively. Between 2014 and 2018,
non-petroleum exports, which include, among others, flowers, vehicles, manufactured textile products and seafood,
increased by 17.0% in 2014, but decreased by 6.3% and 2.8% in the years 2015 and 2016, before rebounding to
7.7% and 4.9% growth in the years 2017 and 2018. Ecuador’s total export trade decreased steadily during the years
2014 to 2016, but grew steadily in 2017 and 2018. According to exports (FOB) data, in 2018, overall exports
increased to U.S.$21,606 million, compared to U.S.$19,122 million for 2017. In the first five months of 2019,
overall exports increased to U.S.$9,281 million, compared to U.S.$9,005 million for the same period in 2018.

The following table shows the overall balance of trade for the periods indicated:

Overall Balance of Trade ©

(in millions of U.S.$)

Exports Imports Balance
Year Ended December 31, 2014 26,596.5 -26,660.0 -63.5
Year Ended December 31, 2015 19,048.7 -20,698.5 -1,649.8
Year Ended December 31, 2016 17,425.4 -15,858.1 1,567.3
Year Ended December 31, 2017 .. ..ot 19,618.3 -19,306.8 311.4
Year Ended December 31, 2018 .. ouoiiiiiii i 22,122.8 -22,385.8 -263.0
Period Ended March 31, 2018.......ooiuiiiiiit e e 5,359.6 -5,075.8 283.7
Period Ended March 31, 2019 ... oot e 5,423.4 -5,365.2 58.2

Source: Based on Figures from the Central Bank Balance of Payments Quarterly Bulletin for the First Quarter of 2019.
(1) Data for exports and imports reflect figures from “Balance of Payments” chart.

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

Exports Imports Balance

Third Quarter 0f 2017 ......c.uiiiiiii i 4.743.5 -5,046.1 -302.5
Fourth Quarter of 2017 5,195.8 -5,312.2 -116.4
First Quarter 0f 2018.........ouiiiiiiiiiii e 5,359.6 -5,075.8 283.7
Third Quarter 0f 2018.........iiiiii i 5,738.4 -5,822.9 -84.5
Fourth Quarter of 2018...........ouiiiiiiiiiii e 5,468.0 -5,914.2 -446.2
First Quarter 0f 2019........oiuiiiiiiiii i 54234 -5,365.2 58.2
Source: Based on Figures from the Central Bank Balance of Payments Quarterly Bulletin for the First Quarter of 2019.

1) Data for exports and imports reflect figures from “Balance of Payments” chart.

Trade Policy
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Ecuador’s trade policy has focused on protecting dollarization, avoiding a decrease in the money supply,
integrating into the international economy, as well as increasing the access of Ecuadorian goods and services to new
markets and, until recently, reducing non-tariff barriers to trade.

Until the late 1980s, Ecuador used tariff barriers to protect its domestic industry against foreign
competition. Import duties ranged from zero to 290%, with up to fourteen different rates.

In the early 1990s, the Government began to significantly liberalize its foreign trade policy. As a result of
those reforms, the tariff structure was simplified and currently consists of a seven-tiered structure (0%, 3%, 5%,
10%, 15%, 20% and 35%), with levels of 5% for most raw materials and capital goods, 10% or 15% for
intermediate goods, and 20% for most consumer goods. A small number of products, including planting seeds, are
subject to a tariff rate of zero, while the 35% tariff is exclusively applied to the automobile industry. Average tariff
levels were reduced from 29% in 1989 to 6% in 2004.

In 2007, Ecuador introduced the Currency Outflow Tax, an exit tax of 0.5% on any currency leaving the
country, which was subject to a number of exemptions. Since December 2007, Ecuador has progressively increased
the Currency Outflow Tax as a measure to support a positive balance of trade. The tax acts as a devaluation of the
U.S. dollar in Ecuador, thereby making imports more expensive and fostering local production. In December 2007,
Ecuador increased the Currency Outflow Tax to 1% and eliminated the applicable exemptions. In December 2009,
the Currency Outflow Tax increased from 1% to 2% and included an exemption for the first U.S.$500 per
transaction. In November 2011, the Currency Outflow Tax increased from 2% to 5% and included an exemption for
the first U.S.$1,000 in a 15-day period as long as no debit or credit card is used in the transaction. Payments of
external public debt and dividends paid to foreign shareholders are also exempt from this tax. In 2016, the
exemption was raised to U.S.$1,098 and U.S.$5,000 if a debit card or credit card is used.

In January 2009, the Republic, through the Consejo de Comercio Exterior e Inversiones (“Foreign
Commerce and Investment Council”’) (now the Committee on Foreign Trade), imposed tariffs of general
applicability on some consumer goods imports, including products imported from countries with which Ecuador has
commercial treaties honoring preferential status. Ecuador enforced these tariffs for one year, in order to restore its
trade balance.

On December 12, 2014, representatives from Ecuador’s Ministry of Foreign Commerce signed a trade
agreement with the European Union for Ecuador’s accession to the Multiparty Trade Agreement entered into the
European Union and Colombia and Peru on June 26, 2012. The agreement is intended to provide expanded access
to the European market for Ecuadorian exports and lower tariff duties on European imports into the Ecuadorian
market. As part of the agreement reached in 2014, Ecuador was allowed to benefit from the European Union’s
Generalized Scheme of Preferences Plus program until 2016 or until the trade agreement was in place. This benefit
allowed Ecuador to not pay tariffs on exports of Ecuadorian products into the European Union.

On November 11, 2016, Ecuador signed the accession agreement to the Multiparty Trade Agreement with
the European Union Council. The trade agreement required the approval of each of the National Assembly, the
European Parliament, and the legislatures of the 28 European Union member countries in order to be effective. In
January 2017, both the European Union and Ecuador implemented the trade agreement on a provisional basis
pursuant to Article 3 of the European Council’s decision (EU) 2016/2039 with the exception of Articles 2, 202(1),
291 and 292 of the trade agreement. The agreement will allow Ecuadorian products (including fishing products,
bananas, flowers, coffee, cocoa, fruits, and nuts) to have greater access to the European market. The Ministry of
Foreign Commerce estimates that this agreement will increase the Ecuadorian supply of goods into and from the
European Union by 1.6% until 2020.

On January 25, 2015, EPCN and Peru’s Cementos Yura S.A. signed a U.S.$230 million contract for the
construction of a clinker (cement) production plant. As of the date of entrance into the agreement, the plant was
expected to be built in the city of Riobamba and to produce an estimated 2,400 tons of clinker per day. As of
September 22, 2015 Cementos Yura S.A. held a 63.5% stake in EPCN. As of the date of entrance into the
agreement, the Government stated that the domestic production of clinker through this agreement was expected to
reduce imports of cement products into the Republic.
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In March 2015, the Committee on Foreign Trade issued a resolution imposing temporary and non-
discriminatory tariff surcharges on various consumer goods imports, in order to regulate national imports and reduce
the balance of payments deficit. The tariff surcharges are in addition to the ones currently in place and do not apply
to certain imports, including those exported by less developed member countries of the Asociacion Latinoamericana
de Integracion (“Latin American Integration Association”).

In January 2016, the Committee on Foreign Trade modified certain tariff surcharges set by the March 2015
resolution, from a 45% surcharge to a 40% surcharge. Additionally, on April 29, 2016, the Committee on Foreign
Trade delayed the release of the tariff surcharges for an additional year. The dismantling of tariff surcharges,
implemented in 2015 to improve the balance of payments led to a reduction of the 10% tariff surcharge to 5% and
the 23.3% tariff surcharge to 11.7%, as of May 1, 2017. On June 1, 2017, both the 5% and the 11.7% tariff
surcharges were eliminated.

On November 13, 2017, the Servicio Nacional de Aduana del Ecuador (“SENAE”) imposed a custom
control service tariff of ten cents of a dollar per imported unit (with certain exceptions) in order to fight against
smuggling and fraud. On June 7, 2018, the SENAE eliminated the custom control service tariff following the
instructions of the General Secretariat of the Community of Andean Nations.

On May 15, 2019, Ecuador, together with Peru and Colombia, signed a trade agreement with the United
Kingdom to preserve their mutual trade commitments should the United Kingdom exit the European Union as a
result of “Brexit.” With this trade agreement, the Republic and the United Kingdom intend to replicate their current
trade commitments under the Multiparty Trade Agreement with the European Union. This agreement will not enter
into force while the Multiparty Trade Agreement continues to apply to the United Kingdom.

There have also been other measures taken to increase local production, including the creation of the
Ministry of Production, Foreign Trade, Investments and Fisheries and the enactment of the Production Code, see

“The Ecuadorian Economy—Economic and Social Policies—Production Code.”

Regional Integration

Ecuador’s trade integration policy consists of entering new markets strategically, promoting the growth of
non-traditional exports, and encouraging investment. Ecuador has intensified its efforts to strengthen trade
arrangements with its primary partners, including:

e Removing regional trade restrictions as a member of ALADI (a regional external trade association
comprised of Ecuador, Argentina, Bolivia, Brazil, Chile, Colombia, Cuba, Mexico, Panama, Paraguay,
Peru, Uruguay and Venezuela);

e Reducing or eliminating tariff barriers to trade, as a member of the Andean Community, except with
respect to measures taken to increase the Republic’s balance of payments in 2009 as a result of the

global recession;

e Entering into bilateral trade agreements with Colombia, Venezuela and Bolivia that are aimed at
levying uniform tariffs on goods from third parties;

¢ Entering into a bilateral trade agreement with Chile in 1994, which was expanded in 2008;
e Negotiating a bilateral association agreement with Paraguay;
®  Maintaining preferential access to the European Union through preferential trade status;

e Entering into the Sistema Unitario de Compensacion Regional (“Regional Payment Compensation
Unitary System® or “SUCRE”), with the governments of Bolivia, Ecuador, Cuba, Honduras, Nicaragua
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and Venezuela in 2009, which sets forth an account unit and function as a means of payment, intended
to be used by national banks and to eliminate the use of currency for international trade transactions;

e Signing a trade agreement with the European Union in July 2014 that expands access to the European
market for Ecuadorian exports and lowers tariff duties on European imports into the Ecuadorian
market; and

e Signing a trade agreement with the United Kingdom to preserve their mutual trade commitments
should the United Kingdom exit the European Union as a result of “Brexit.”

Composition of Trade

In 2014, despite a 3% decrease in crude oil exports, overall exports increased to U.S.$25,724 million, an
increase of 4%, compared to 2013. The increase was primarily due to improved banana (11%) and cacao (36%)
production, as well as a sharp increase in shrimp exports (41%).

In 2015, overall exports fell to U.S.$18,331 million, a decrease of 29% compared to 2014. This decrease
was primarily due to a decrease in crude oil exports (51%), as well as reductions in shrimp exports (9%) and exports
of tuna and other fish (18%). The decrease in crude oil exports reflected the decrease in the price of crude oil in
2015.

In 2016, overall exports decreased to U.S.$16,798 million, a decrease of 8% compared to 2015. This
decrease was primarily due to a decrease in crude oil exports (20%), as well as a decrease in cacao exports (10%)
and exports of metal manufacturing (21%).

In 2017, overall exports increased to U.S.$19,122 million, an increase of 13.8% compared to 2016. This
increase was primarily due to an increase in petroleum derivatives exports (78.6%), as well as crude oil exports
(22.5%) and exports of shrimp (17.7%).

In 2018, overall exports amounted to U.S.$21,606 million, an increase of 13.0% compared to U.S.$19,122
million in 2017. This increase was primarily due to an increase in the unit price in the main export products,
particularly petroleum, combined with an increase in export volumes, mainly petroleum.

In the first five months of 2019, overall exports amounted to U.S.$9,281 million, an increase of 3.1%
compared to U.S.$9,005 million for the same period in 2018. This increase was primarily due to a 6.5% increase in
the aggregate volume of exports despite a decrease in the price of crude oil, shrimp, canned fisheries and mining

products.

The following table sets forth information regarding exports for the periods indicated.
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Exports - (FOB)"

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

For the Year Ended December 31,

January 1- May 31

2014 2015 2016 2017 2018 2018 2019

Uss$ % US$S % USS$S % US.$ % US.$ % US$S % USS$S %
CIUAE Ol oo 13,016 506 6355 347 5054 30.1 6,190 324 7853 36.3 3,136 348 3361 362
Bananas and plantains............ 2,577 100 2,808 153 2734 163 3,035 159 3,196 148 1448 161 1,445 15.6
Petroleum derivatives ... 259 1.0 305 17 405 24 724 3.8 948 44 384 43 403 43
[ aTe ) 2,513 98 2280 124 2580 154 3,038 159 3235 15.0 1387 154 1482 160
Cacao 576 22 693 38 621 37 588 3.1 664 3.1 198 22 212 23
Coffee 24 0.1 18 0.1 18 0.1 17 01 13 0.1 4 00 300
Tuna and other fish ................ 296 12 258 14 244 15 242 13 304 14 146 1.6 148 1.6
FLOWETS......oc..... 918 3.6 820 45 802 4.8 881 46 852 3.9 237 26 418 45
Metal manufacturing®........... 519 20 510 28 402 24 440 23 523 24 209 23 181 2.0
Other products® ... 5024 195 4284 234 3936 234 3967 207 4,018 186 1,686 187 1,628 175
Total 25,724 100 18,331 100 16,798 100 19,122 100 21,606 100 7,054 100 7,291 100

Source: Based on figures from the Central Bank June 2019 Monthly Bulletin (Table 3.1.1).

M

and “Real GDP by Expenditure” tables. See footnote 1 of “Balance of Payment” chart.

(@)
3

Includes vehicles and their components.

Figures do not include “non-registered commerce” and “other exports” and therefore differ from export figures in “Balance of Payments”

“Other products” consist of non-traditional primary and manufactured products, including abaca, wood, other primary products, processed

coffee, processed cacao products, fish flour, other canned seafood, chemicals and pharmaceutical products, hats, textile manufactured

products and other industrialized products.

The following table sets forth information regarding imports for the periods indicated.

Imports — (CIF)

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

January 1 - May 31

2014 2015 2016 2017 2018 2018 2019

U.S.$ % US.S$ % US.$ % US.$ % USS$ % U.S.$ % U.S.$ %
Consumer goods
Non-durable goods................ 3,014 109 2,695 12.5 2,140 13.1 2,505 125 2716 11.7 1,065 115 1,155 119
Durable goods . 2,230 8.0 1,593 74 1,241 7.6 1,944 9.7 2362 102 946 102 846 8.7
Postal traffic ........ 208 0.8 131 0.6 136 0.8 165 0.8 173 0.7 71 038 68 0.7
Fuel and combustibles........ 6,617 239 4,171 19.4 2,632 16.1 3,350 16.7 4509 194 1,747 189 1,927 199
Primary materials
Agriculture ... 1,351 4.9 1,199 5.6 1,112 6.8 1,243 6.2 1,497 65 59 65 597 62
Industrial... ..... 6,147 222 5,445 253 4,501 27.6 5,401 270 5854 252 2367 256 2312 239
Construction materials.......... 1,120 4.0 658 3.1 413 2.5 475 24 590 25 228 25 297 3.1
Capital goods
Agriculture ... 128 0.5 144 0.7 117 0.7 141 0.7 162 0.7 72 0.8 53 05
Industrial... ..... 4,898 17.7 3,948 18.3 2,978 18.2 3,427 17.1 3,679 159 1482 160 1,623 16.7
Transportation equipment ... 1,954 7.0 1,471 6.8 992 6.1 1,308 6.5 1,574 6.8 634 69 772 8.0
[0)17 T 60 0.2 63 0.3 62 0.4 53 03 77 0.3 29 03 43 04
Total 27,726 100 21,518 100 16,324 100 20,010 100 23,193 100 9,237 100 9,691 100

Source: Based on figures from the Central Bank June 2019 Monthly Bulletin (Table 3.1.7)
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Ecuador’s largest trading partners are the United States, the European Union, Panama, China, Chile, Peru
and Colombia. The following table sets forth information regarding the country of destination of the Republic’s

exports.
Exports - (FOB) by Destination Country"
(in millions of U.S.$, and as a % of total exports)
January 1 - May 31
2014 2015 2016 2017 2018 2018 2019
US$ % USS$ % US$ % Uss$ % US$ % US$ % USS$ %
Americas

United States...................... 11240 437 7,226 394 5436 324 6,057 31.7 6,672 309 2532 281 2520 272
Pert.....coccommemeeeereenrennenn. 1,582 6.1 934 5.1 934 5.6 1,283 6.7 1,615 7.5 747 83 491 53
Colombia........cccoerverereerenens 951 3.7 784 4.3 811 4.8 763 4.0 833 3.9 347 38 372 40
Chile...... .o 2,328 9.0 1,138 6.2 1,151 6.9 1,236 6.5 1,467 6.8 595 6.6 684 74
Panama...... ...cocooorenenenee. 1,398 5.4 442 24 662 3.9 936 4.9 1,244 5.8 973 108 1,520 164
Other (Americas)®............ 1,554 6.0 1,247 6.8 1,090 6.5 1,009 5.3 1,113 51 5,194 577 5,586 60.2

Total Americas.............. 19,052 741 11,771 642 10,083 60.0 11,284 59.0 12,942 599
Europe 1436 160 1269 13.7
European Union (EU)....... 2,981 11.6 2,773 151 2,832 16.9 3,173 16.6 3,269 15.1 320 36 213 23
Ttaly.... oo 431 1.7 326 1.8 461 2.7 587 3.1 647 3.0 70 0.8 61 07
176 0.7 166 09 139 0.8 200 1.0 187 0.9 211 2.3 143 15
.......... 526 2.0 549 3.0 531 3.2 502 2.6 494 23 229 25 242 26
525 2.0 484 26 547 3.3 601 3.1 582 2.7 606 67 610 66
1,323 5.2 1249 68 1,153 6.9 1,283 6.7 1,359 6.3 446 50 457 49
Rest of Europe® . 1,072 42 903 5.0 902.5 5.4 970 5.1 963 45 1883 209 1,726 18.6

Total Europe ................... 4,053 15.8 3,676 20.1 3,734 222 4,144 21.7 4232 19.6
Asia 4 0.0 4 00
Taiwan... .....ccccoeeveeevenennn. 7 0.0 6 0.0 9 0.1 12 0.1 6 0.0 140 1.6 106 1.1
Japan.... 326 1.3 331 1.8 320 1.9 389 2.0 319 1.5 651 72 914 99
China...... 485 1.9 723 3.9 656 3.9 772 4.0 1,494 6.9 41 0.5 103 1.1
South Korea .... 57 0.2 173 09 83 0.5 115 06 104 05 1,030 114 753 8.1
Other countries 1,558 6.1 1,475 8.0 1,775 10.6 2,307 12.1 2,368 110 1,865 207 1,880 203
Total Asia... 2,433 9.5 2,708 14.8 2,842 16.9 3,595 18.8 4291 19.9 38 04 64 07
ALEICA oo 122 0.5 105 0.6 65 0.4 43 02 83 0.4 22 0.2 23 02
Oceania .........occoeeeeeeeeeennen. 45 0.2 51 0.3 52 0.3 54 0.3 54 0.2 2 0.0 2 0.0
Other countries.................. 20 0.1 20 0.1 21 0.1 3 0.0 4 0.0 9,005 100 9,281 100
Total oo 25724 100 18331 100 16,798 100~ 19,122 100 21,606 100 2532 281 2520 272

Source: Based on figures from the Central Bank June 2019 Monthly Bulletin (Table 3.1.5)

M

of “non-registered commerce” and “other exports” figures in calculation of total exports in this chart.

Payment” chart.
@
Americas.
3
“
®
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Includes Belgium, Luxembourg, France, Holland and other countries in the EU.
Includes the European Free Trade Association and other countries in Europe.
Includes Hong Kong and other countries in Asia.

Total export figures differ with export figures from “Balance of Payments” chart and “Real GDP by Expenditure” chart due to the exclusion

See footnote 1 of “Balance of

Includes Canada, the Central American Common Market, Argentina, Brazil, Mexico, Panama, Venezuela, Bolivia and other countries in the



The following table sets forth information regarding the country of origin of the Republic’s imports for the
periods presented.

Imports (CIF) by Country of Origin
(in millions of U.S.$)

As of December 31, Jan. 1-May 31
2014 2015 2016 2017 2018 2018 2019
Americas"”
Mexico .... 967 656 491 660 732 293 291
United States 8,751 5,806 4,116 4,532 5,534 2,138 2,310
Central America 104 96 95 120 126 54 46
South America and the Caribbean
Argentina 501 235 218 375 409 203 102
Brazil.... 863 712 672 867 962 383 377
Bolivia... 114 183 192 196 234 76 82
Colombia 2,201 1,766 1,421 1,716 1,923 770 770
Chile.... 583 551 480 560 538 221 213
Panama .... 1,442 1,022 889 1,274 1,724 790 888
Peru....... 1,024 789 689 830 876 357 342
Rest of Americas and Caribbean"....................... 678 487 368 468 443 175 224
TOTAL AMERICA 17,227 12,302 9,630 11,598 13,502 5461 5,645
Europe
Germany 578 497 398 481 518 217 214
Italy....... 326 344 258 262 319 121 112
Spain..... 618 430 357 620 572 222 294
UK....... 151 87 51 97 97 41 43
Rest of EU? 1,315 1,126 793 1,113 1,459 561 575
Rest of Europe™” 302 313 313 248 275 103 117
TOTAL EUROPE 3,288 2,796 2,170 2,821 3,241 1,266 1,355
Asia
China.... 3,613 3,266 2,549 3,064 3,589 1,390 1,543
Japan.... 574 478 293 408 416 183 204
Taiwan... 213 182 123 139 162 65 60
South Korea 902 792 526 616 707 257 244
Rest of Asia® 1,548 1,431 783 1,049 1,268 498 505
TOTAL ASIA 6,851 6,148 4,275 5,276 6,141 2,393 2,556
Postal Traffic and regions excluding the
Americas’ Europe and Asia(s) ........................ 360 272 249 315 309 117 136
Total 27,726 21,518 16,324 20,010 23,193 9,237 9,691

Source: Based on figures from the Central Bank June 2019 Monthly Bulletin (Table 3.1.9)
(1) Canada included in Rest of Americas and Caribbean.

(2) Includes Belgium, Luxembourg, France, Holland and other countries in the EU.

(3) Includes the European Free Trade Association and other countries in Europe.

(4) Includes Hong Kong and other countries in Asia.

(5) Includes Africa, Oceania, other countries and international postal traffic.

Foreign Direct Investment

Ecuador’s foreign direct investment policy is governed largely by national implementing legislation for the
Andean Community’s Decisions 291 of 1991 and 292 of 1993. Generally, foreign investors enjoy the same rights
Ecuadorian national investors have to form companies. Foreign investors may own up to 100% of a business entity
in most sectors without prior Government approval, and face the same tax regime.

Currency transfers overseas are unrestricted with respect to earnings and profits distributed abroad resulting
from registered foreign investment provided that obligations relating to employee revenue sharing and relevant taxes,
as well as other corresponding legal obligations, are met.

Certain sectors of the Ecuadorian economy are reserved for the state. All foreign investment in petroleum

exploitation and development in Ecuador must be carried out under contracts with the Ministry of Energy and Non-
Renewable Natural Resources (formerly with the then Secretariat of Hydrocarbons of Ecuador).
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Foreign direct investment reached U.S.$772.3 million, U.S.$1,322.5 million and U.S.$767.4 million in
2014, 2015 and 2016, respectively. In 2017, foreign direct investment reached U.S.$618.4 million, a decrease
compared to the U.S.$767.4 million in 2016. This decrease was principally due to a U.S.$158.0 million decrease in
the shares and other equity security interest account and a U.S.$39.4 million decrease in reinvested earnings. In
2017, the manufacturing sector represented the largest percentage of foreign direct investment with 23.3% of all
investment; agriculture, forestry, hunting and fishing, and commerce followed representing 20.1% and 16.5% of
foreign direct investment, respectively.

In 2018, foreign direct investment reached U.S.$1,401 million, an increase compared to U.S.$618.4 million
in 2017. This increase was principally due to a positive net flow of debt between related companies where service
of the debt outpaced amortization. In 2018, the oil sector represented the largest percentage of foreign direct
investment with 53% of all investment; services rendered to businesses and commerce followed representing 13.4%
and 13.0% of foreign direct investment, respectively.

In the first quarter of 2019, foreign direct investment reached U.S.$132.9 million, a decrease compared to
U.S.$331.6 million for the first quarter of 2018. This decrease was principally due to a decrease in the sale of shares
of stock and in reinvestment of earnings, as well as a negative net flow of debt between related companies where
amortization outpaced disbursements. In the first quarter of 2019, the oil sector represented the largest percentage of
foreign direct investment with 46.4% of all investment; manufacturing and agriculture, forestry, hunting and fishing
followed representing 21.7% and 17.4% of foreign direct investment, respectively.

The following table sets forth information regarding foreign direct investment by sector for the periods
indicated.

Foreign Direct Investment by Sector
(in millions of U.S.$, and as a % of total foreign direct investment)

For the Year Ended December 31 As of March 31
2014 2015 2016 2017 2018 2018 2019
US$ % US$S % US$ % US$ % USS % US$ USS

Agriculture, forestry, hunting and fishing ....... 389 50 678 51 419 55 1246 20.1 59.3 42 17.8  23.1
Commerce 1485 192 1729 13.1 1222 159 1020 165 1827 13.0 919 157
Construction 4.7 0.6 6.8 05 305 40 59.1 9.6 868 6.2 164 -16.5
Electricity, gas and Water............c.cccovvureeveuenne 47 -06 61.8 4.7 1.2 02 2.1 03 2.8 0.2 0.0 1.1
Petroleum @ 685.6 88.8 559.8 423 462.8 603 683 11.0 7420 53.0 1283  61.6
Manufacturing 107.7 139 264.1 20.0 375 49 1442 233 1030 73 256 289
Social and personal Services...........cocovurueueuenene 14.1 1.8 -108 -08 -19 -02 -39 -06 -1.5 -0.1 2.0 2.1
Services rendered to businesses .............cc..... 244 32 2438 184 333 43 750 121 1873 134 489 174
Transportation, storage and -

telecommunications 247.0 -320 -43.6 -3.3 400 52 470 76 387 28 4.5 3.8
Total 772.3 100 1,322.5 100 767.4 100 6184 100 1,401.0 100.0 331.6 1329

Source: Based on Figures from the Central Bank Balance of Payments Quarterly Bulletin for the First Quarter of 2019
(1) Commerce includes investment in commercial infrastructure and real estate.
(2) Includes mining and natural gas.

The 2008 Constitution contains certain principles relating to foreign investment, including promoting
national and international investment, with priority being given to national investment and a complementary role
being attributed to international investment; subjecting foreign investment to Ecuador’s national legal framework
and regulations; prohibiting expropriation without indemnification; limiting access to strategic sectors, which will
remain under state control; providing for disputes relating to international agreements to be resolved in a regional
(Latin American) forum; and preventing disputes between the Republic and private companies from becoming
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disputes between sovereigns. These principles are materialized in the enactment of the Production Code (see
“Economic and Social Policies—Production Code”) and Article 422 of the Constitution, which sets parameters for
disputes relating to international agreements. For information relating to recent developments in international
investment, see “The Republic of Ecuador—Memberships in International Organizations and International
Relations—Treaties and Other Bilateral Relationships.”
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MONETARY SYSTEM
The Central Bank

The role of the Central Bank is to promote and contribute to the economic stability of the country. It acts
as the manager of the public sector’s accounts and provides financial services to all public sector institutions that are
required to hold their deposit accounts in the Central Bank. Management of these accounts primarily involves
transfer operations between entities, including from the Government to other entities, and transfers to accounts in
other banks, both foreign and domestic. The Central Bank is also the central coordinator of the payment system.
All domestic banks conduct their clearing operations through the Central Bank, and also use the bank to hold their
liquidity reserves. In addition, the Central Bank monitors economic growth and economic trends. To accomplish
this task, it has developed statistical and research methodologies to conduct analyses and policy recommendations
on various economic issues.

The functions of the Central Bank were sharply reduced as a result of the Dollarization Program. It no
longer sets monetary policy or exchange rate policy for Ecuador. Instead, the Ecuadorian economy is currently
directly affected by the monetary policy of the United States, including U.S. interest rate policy. The Ecuadorian
Economic Transformation Law, which made the U.S. dollar legal tender in Ecuador, provided for the Central Bank
to exchange, on demand, sucres at a rate of 25,000 sucres per U.S.$1. The law also prohibited the Central Bank
from incurring any additional sucre-denominated liabilities, and required that the Central Bank redeem sucre coins
and bank notes for U.S. dollars.

Pursuant to the 2008 Constitution, the role of the Central Bank has changed further in that its authority and
autonomy have decreased. Currently, the main functions of the Central Bank are to execute Ecuador’s monetary
policy, which involves managing the system of payments, investing International Reserves, managing the liquidity
reserve, and acting as depositary of public funds and as a fiscal and financial agent for the Republic. The Central
Bank also sets policy and strategy design for national development, executes the Republic’s macroeconomic
program, and maintains financial statistics, which it publishes in monthly bulletins.

On August 12, 2015, after the Monetary and Financial Law abolished the position of president of the
Central Bank, the Central Bank named Diego Martinez as its General Manager. On May 23, 2017, President
Moreno named Verénica Artola Jarrin as General Manager of the Central Bank. According to the Monetary and
Financial Law, the Committee of Monetary and Financial Policy Regulation is comprised of the Minister of
Economy and Finance, the Minister for National Planning, a Minister who is designated by the President to serve on
the Committee as the representative of the productive sector, and a delegate appointed by the President. The
Superintendent of Banks, the Superintendent of Companies, Securities and Insurance, the Superintendent of Popular
Economy, the General Manager of the Central Bank and the Chairman of the Board of Directors of the Deposit
Insurance Corporation, Liquidity Fund and Private Insurance Fund may attend committee meetings but have no right
to vote. Under the supervision of this committee, the General Manager oversees operations of the Central Bank,
which operates through the office of the Vice General Manager in Quito and two other branches in Cuenca and
Guayaquil.

The Monetary and Financial Law also establishes the role and structure of public banks, including the
Government-owned Banco de Desarrollo del Ecuador B.P. (the “Ecuadorian Development Bank™), formerly
denominated, Banco del Estado. Since 1979, the role of the Ecuadorian Development Bank has been to finance
Government investment and infrastructure projects through loans to municipalities and provinces and to grant loans
to municipalities and provinces. In 2017, the Ecuadorian Development Bank made a total of approximately over
U.S.$505.96 million in disbursements to Ecuador’s Autonomous Decentralized Governments. In 2018, the
Ecuadorian Development Bank made a total of approximately over U.S.$420.7 million in disbursements to
Ecuador’s Autonomous Decentralized Governments. During the period from January 1, 2019 through June 30, 2019,
the Ecuadorian Development Bank made a total of U.S.$209.9 million in disbursements to Ecuador’s Autonomous
Decentralized Governments.

On January 8, 2016, the Central Bank issued U.S.$200 million in bonds governed by Ecuadorian law. The
bonds were issued to several of Ecuador’s municipalities as payment for value added tax amounts owed to the
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municipalities by the Ministry of Economy and Finance as well as for payment to third party contractors with which
Ecuador had accounts payable.

On November 24, 2016, the Monetary and Financial Policy and Regulation Board issued Resolution No.
302-2016-F amending Resolution No. 273-2016-F by increasing from 2% to 5% the reserves that financial
institutions with more than U.S.$1.0 billion in assets are required to hold at the Central Bank.

As of October 23, 2017, the Ministry of Economy and Finance stated that on January 16, 2017, it entered
into payment agreements for around U.S.$786 million in Titulos del Banco Central (‘“Central Bank Certificates” )
with representatives of the Autonomous Decentralized Governments to arrange for payment of the amounts owed to
them.

As of December 31, 2017, Ecuador’s International Reserves totaled U.S.$2,451.1 million, a decrease
compared to December 31, 2016 when International Reserves totaled U.S.$4,258.8 million. The decrease in
International Reserves during the 12-month period ending in December 31, 2017 compared to the period ending in
December 31, 2016 was mainly due to a decrease in investments, term deposits and securities. As of December 31,
2018, Ecuador’s International Reserves totaled U.S.$2,676.5 million, an increase from December 31, 2017 when
International Reserves totaled U.S.$2,451.1 million. The increase in International Reserves during the 12-month
period ending in December 31, 2018 compared to the period ending in December 31, 2017 was mainly due to an
increase in the net income of oil exports (U.S.$2,065 million) and the net payment of external public debt
(U.S.$2,065 million), which allowed to offset the net outflow of the private financial sector (mainly due to goods
and services imports) by U.S.$2,091 million, the non-oil imports of the public sector and payments in arbitral
awards by U.S.$1,927 million, and the net cash withdrawals from the financial system by U.S.$589 million. As of
June 30, 2019, Ecuador’s International Reserves totaled U.S.$4,095.3 million, an increase from June 30, 2018 when
International Reserves totaled U.S.$3,166.7 million. This increase in International Reserves was mainly due to a
U.S.$2,328.7 million increase in oil transactions and a U.S.$1,198.6 million increase of the net external public debt,
despite a net decrease in remittances in the private and public sectors by U.S.$1,418.5 million and U.S.$1,110.3
million, respectively, and U.S.$240.6 million in net cash withdrawals from the Central Bank compared to the
amount of deposits.

Financial Sector
Supervision of the Financial System

The financial sector consists of various financial institutions, insurance companies, and the securities
markets, in accordance with the Monetary and Financial Law. In accordance with the Monetary and Financial Law,
the Committee of Monetary and Financial Policy Regulation regulates (1) all private sector financial institutions
including banks and credit card issuers, (2) public sector and private financial institutions, with respect to their
solvency, liquidation, financial prudence and other administrative matters, (3) insurance and re-insurance companies,
and (4) the securities markets. In addition, the Committee of Monetary and Financial Policy Regulation provides
general oversight and regulation for the financial system, including the Central Bank, the Superintendent of Banks,
COSEDE, the Liquidity Fund, and private banks.

The Ecuadorian financial system is composed of the Central Bank, private commercial banks, cooperative
banks, and several state development and state-owned banks.

The Monetary and Financial Law permits the establishment of universal banks (banks that can offer all
types of banking services), and provides for the equal treatment of foreign and domestic financial institutions.
Ecuadorian financial institutions may, with authorization from the Superintendent of Banks, establish foreign offices
and invest in foreign financial institutions. Foreign subsidiaries of Ecuadorian financial institutions must also
conform to the guidelines established by the Monetary and Financial Law, in order to promote prudent banking and
investment policies, and ensure financial solvency. Each year, external auditors must provide opinions regarding
capital adequacy, concentration of loans, interested debtors, and asset classifications on both unconsolidated and
consolidated bases for all banks. The Republic has structured its guidelines under the Monetary and Financial Law
so as to be consistent with the banking supervision guidelines established by the Basel Committee on Banking
Supervision.
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The Monetary and Financial Law designates the Superintendent of Banks as the principal regulatory
authority for the Republic’s financial system. The Superintendent of Banks is tasked primarily with prudential
matters including capital adequacy, liquidity earnings, management risks, and the solvency and risk asset quality of
financial institutions.

The Monetary and Financial Law creates the Committee of Monetary and Financial Policy Regulation to
oversee and regulate the execution of monetary, foreign exchange, financial, insurance, and securities policies of the
country. The committee replaces existing regulatory bodies, and also serves as an overall supervisory body to
oversee the activities of the Republic’s financial entities, including supervisory agencies such as the Superintendent
of Banks. The committee is comprised of delegates from Ecuador’s Ministry of Economy and Finance, the Ministry
of Production and Industrialization, the National Secretary of Planning and Development, the Ministry of Economic
Policy, and a delegate appointed by the President. Among the principal functions of the committee are:

e the oversight and monitoring of the liquidity requirements of Ecuador’s financial system, with the
objective of ensuring that liquidity remains above certain levels (to be determined by the Committee of
Monetary and Financial Policy Regulation);

e the auditing and supervision of the Central Bank and Superintendent of Banks;
e the establishment of regulations for the Republic’s electronic payment system; and
e the oversight of borrowing requirements for private loans.

Since the crisis in the banking system during the late 1990s, during which a number of banks became
insolvent, the Superintendent of Banks has worked to improve banking supervision standards. Since 2001, the
Superintendent of Banks has reformed the regulatory framework for banking supervision.

As part of the reforms, the Superintendent of Banks implemented measures that included the following:

e  Programs for regulatory on-site audits and periodic reporting requirements. These are published in
national newspapers, with the intention of ensuring that banks comply with regulatory standards;

¢  Uniform accounting risks for the financial system;

e Liquidity risk, which derives from the incapacity of financial institutions to cover their liabilities and
other obligations when due, in both local and foreign currency;

e Evaluation of market risk based on interest rate risk, which refers to the potential losses of net income
or in the capital base, due to the incapacity of the institution to adjust the return on its productive assets
(loan portfolio and financial investment) with the fluctuations in the cost of its resources produced by
changes in interest rates; and

e  Evaluation of credit risk based on a detailed method for classifying financial assets in terms of risk.

This method increased the amounts which financial institutions are required to reserve in order to mitigate
potential losses arising from their loans (“Loan-loss Reserve”). With respect to Loan-loss Reserve, current
regulations impose reserve requirements based on risk categories and type of financial assets. These requirements
have been introduced to bring them in line with international standards, and to increase the average quality of the
financial system’s loan portfolio. As of the date of this Supplement, Ecuador’s solvency rules for financial
institutions correspond to Basel I. As of the date of this Supplement, no time limit exists for banks in Ecuador to
become compliant with Basel II or Basel III.
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The following table sets forth information regarding the risk categories and Loan-loss Reserve
requirements currently in force pursuant to Resolution No. 209-2016-F, of February 12, 2016 promulgated by the
Committee of Monetary and Financial Policy and most recently updated by Resolution No. 358-2017-F, of April 28,

2017.

Risk Categories and Required Loan-loss Reserve
(in number of days past due, except for percentages)

Category " Commercial ® Consumer Mortgage Small Business Loan-loss Reserve
Al 0 0 0 0 1%
A2 1-15 1-8 1-30 1-8 2%
A3 16-30 9-15 31-60 9-15 3% - 5%
B1 31-60 16-30 61-120 16-30 6% - 9%
B2 61-90 31-45 121-180 31-45 10% - 19%
Cl1 91-120 46-70 181-210 46-70 20% - 39%
Cc2 121-180 71-90 211-270 71-90 40% - 59%
D 181-360 91-120 271-450 91-120 60% - 99%
E +360 +120 +450 +120 100%

Source: Superintendent of Banks as of June 30, 2019.
(1) Ecuador subdivides Categories A, B, and C into sub-categories. However, categories in chart are simplified for ease of

presentation.
(2) For commercial loans, in addition to the number of days due, three factors are considered for classification among risk categories:

(a) debtor payment capacity and financial situation; (b) experience of payment (risk information from the system, debtor’s credit
history); and (c) risk of the economic environment.

(3) Classified, with respect to (a) retail microcredit, as loans up to U.S.$1,000, (b) microcredit simple accumulation, as loans from
U.S.$1,000 to U.S.$10,000, and (c) microcredit extended accumulation, as loans in excess of U.S.$10,000. Persons with annual
sales equal to or less than U.S.$100,000, or groups of lenders guaranteeing or financing small scale production or

commercialization are eligible for microcredit loans.

The following table sets forth information regarding loans of the banking system by risk category as of
June 30, 2019.

Classification of Aggregate Assets of the Ecuadorian Private Financial System
(as a % of total loans)

As of June 30, 2019

Category Commercial loans Consumer loans Mortgage loans Small business
A 76.46 94.27 96.77 94.51
B 17.17 1.88 1.62 1.60
C 5.71 1.50 0.45 0.98
D 0.29 0.63 0.53 0.60
E 0.37 1.72 0.63 2.31
Total 100 100 100 100

Source: Superintendent of Banks as of June 30, 2019. Based on data from private banks.

(1) AsofJune 30,2019, Banks must hold 60% of total liquidity in Ecuador.

The Financial Safety Net

Former President Correa’s administration determined that the financial safety net in place when he took
office was insufficient, as there was no lender of last resort. In many countries, the central bank acts as the lender of
last resort. Due to Ecuador’s Dollarization Program, however, the Republic’s lending capacity was limited to the
Fondo de Liquidez del Sistema Financiero Ecuatoriano (“Liquidity Fund”). Former President Correa’s
administration believed that the lack of a strong lender of last resort increased the risks to the financial system, and

decreased liquidity within the system.

In light of these perceived deficiencies, the Government passed the Financial Safety Net Law in December
2008. The new law created a four-tiered framework for the banking sector. These four tiers are described below.
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Lender of Last Resort

In accordance with the Financial Safety Net Law, this was designed to strengthen the Liquidity Fund, the
Liquidity Fund acts as the lender of last resort for private financial institutions. As of December 31, 2017, the
Liquidity Fund consisted of approximately U.S.$2,625.14 million, an increase compared with December 31, 2016,
when the Liquidity Fund totaled U.S.$2,457.57 million. Of the U.S.$2,625.14 million in the Liquidity Fund at the
end of December 31, 2017, U.S.$2,517.22 million corresponded to private financial institutions and U.S.$107.92
million corresponded to financial institutions formed under the Ley Orgdnica de Economia Popular y Solidaria
(“Law of Popular and Solidary Economy”) consisting of segments from society including the community, voluntary,
and cooperative sectors. Factors contributing to this increase included contributions from private financial
institutions and financial institutions formed under the Law of Popular and Solidary Economy. As of December 31,
2018 the Liquidity Fund consisted of approximately U.S.$2,807.61 million, a 6.95% increase compared with
December 31, 2017, when the Liquidity Fund totaled U.S.$2,625.14 million. Of the U.S.$2,807.61 million in the
Liquidity Fund as of December 31, 2018, U.S.$2,645.83 million corresponded to private financial institutions and
U.S.$161.78 million corresponded to financial institutions formed under the Law of Popular and Solidary Economy.
A major factor contributing to this increase was the growth in the contributions of the popular and solidarity system.
As of May 31, 2019, the Liquidity Fund consisted of approximately U.S.$2,979.3 million, an increase of U.S.$186.3
million compared with May 31, 2018, when the Liquidity Fund amounted to U.S.$2,792.9 million. Of the
U.S.$2,979.3 million in the Liquidity Fund on May 31, 2019, U.S.$2,771.5 million corresponded to private financial
institutions and U.S.$207.7 million corresponded to popular and solidarity financial institutions.

The Liquidity Fund is overseen by the Superintendent of the Banks and administered by the Central Bank.
The assets of the Liquidity Fund are subject to sovereign immunity and cannot be subject to attachment of any kind.

Banking Resolution System

The second tier of the Financial Safety Net Law is the creation of a banking resolution scheme called
Exclusion y Transferencia de Activos y Pasivos (“Exclusion and Transfer of Assets and Liabilities* or “ETAP”).
Under ETAP, healthier labor contingencies, deposits and assets can be excluded from the balance sheet of a troubled
banking institution and transferred to a newly created entity or to one or more healthier banking institutions. This
policy is intended to separate good assets from non-performing assets and create an efficient and orderly banking
resolution process.

Deposit Insurance

The third tier of the Financial Safety Net Law consists of the establishment of COSEDE. The COSEDE is
the successor to the Deposit Guarantee Agency, which was previously responsible for insuring the accounts of
depositors in Ecuador’s banking systems. In December 1998, the AGD was created as a response to the banking
crisis by the Ley de Reordenamiento en Materia Econémica en el Area Tributario-Financiera (“Law Reorganizing
Economic Matters in the Tax and Finance Areas”). The AGD had a dual role: to oversee the amounts the Republic
deposited with the Central Bank in order to protect depositors, and to help restructure banks in liquidation.

In December 2009, the AGD closed. The net assets of the AGD were then temporarily transferred to the
Ministry of Economy and Finance and to COSEDE and thereafter transferred to the Corporacion Financiera
Nacional (the “CFN”), a separate Government institution. The Deposit insurance administered by COSEDE had
assets of U.S.$1,009 million, U.S.$1,236 million, U.S.$1,452 million, U.S.$1,678 million and U.S.$1,912 million as
of December 31, 2014, 2015, 2016, 2017 and 2018, respectively. As of June 30, 2019, COSEDE had assets
corresponding to its administration of deposit insurance funds from various financial institutions of U.S.$2,115.45
million.

In accordance with the Financial Safety Net Law, and Resolution JB-2009-1280, COSEDE administers the
private financial institutions insurance deposit system, which does not include any public banking institution.
COSEDE insures deposits of up to U.S.$32,000 per account, whereas the AGD guaranteed accounts with public
resources without limit. Pursuant to the Financial Safety Net Law, banks are required to contribute to COSEDE an
amount determined annually in accordance with the total amount of deposits held. Under the Monetary and
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Financial Law, deposits in the COSEDE are subject to sovereign immunity and cannot be subject to attachment of
any kind.

Superintendent of Banks

Under the fourth tier of the Financial Safety Law, the Superintendent of Banks is authorized to increase the
capital and reserves requirement of banking institutions.

The Financial System

The following table sets forth, by type, the number of financial institutions in the Ecuadorian financial
system for the periods indicated.

Number of Financial Institutions

As of December 31, As of June 307,
2014 2015 2016 2017 2018 2018 2019
Banks oo 24 22 23 24 24 24 24
National banks..........cceevvverieeeieniiiinennnnnnn. 23 21 22 23 23 23 23
Private .........evvvemeeeeeeeiiiiiiieieiieiiiiiieees 22 20 21 22 22 22 22
Government-owned banks.. 1 1 1 1 1 1 1
Foreign banks ........cccceeeeviiiiiiiiiiiiiiininennnnns 1 1 1 1 1 1 1
Other financial entities..........coeuueeereeiiiiiinnennees 54 41 37 33 38 38 38
Savings and loans associations”.................. 37 24 25 26 31 31 31
Small lending institutions® ...............cco...... 4 4 4 4 4 4 4
Financial institutions.............cccoevvuueenneeennnn. 9 10 5 0 0 0 0
Public banks..........cceeeeeiiiiiiiiiii, 4 3 3 3 3 3 3
Insurance companies? ............ccocovevrrrreruerennns 40 39 37 33 31 31 31
Insurance companies® ..............ccocoevevenennn. 38 37 35 32 30 30 30
Reinsurance companies ..........c.ceeeeevuneeennnns 2 2 2 1 1 1 1
Credit-card issuing entities ..........cceeeeeeeveerireenneene 2 1 0 0 0 0 0
Total 120 103 97 90 93 93 93

Source: Superintendent of Banks as of June 2019.

(1)  Savings and Loans Associations include the Cooperativas de Ahorro'y Crédito de Primer Piso, del Segmento 1. On February 13,2015, the
Committee of Monetary and Financial Policy passed Resolution 038-2015-F, which set out parameters for the division of savings and
loans associations into 5 categories, setting the minimum threshold for inclusion in Category 1 at entities with assets above U.S.$80
million. This threshold will be reviewed by the Committee of Monetary and Financial Policy Regulation on an annual basis.

(2)  Insurance companies figures from Superintendent of Companies.

(3)  Except as otherwise indicated.

(4)  Figures are as of May 31, 2019.

Banking System
Overview

As of April 30, 2019, the Ecuadorian banking system had a total of 24 banking institutions, of which one
was a foreign bank operating in Ecuador and one was a state-owned commercial bank. The decrease in the total
amount of banking institutions and other financial entities, excluding insurance companies, from 78 in 2014 to 62 in
2016 in the above chart reflects a decrease in the number of financial institutions. Total assets of the banking system
increased from U.S.$33.6 billion in 2014 to U.S.$30.9 billion in 2015. As of December 31, 2017, the assets for the
banking system totaled U.S.$38,975 million, an increase of 9.5% since December 31, 2016. As of December 31,
2018, the assets of the banking system totaled U.S.$40,984 million, an increase of 5.15% from U.S.$38,975 million
as of December 31, 2017. This increase was principally due to an increase in the loan portfolio of U.S.$2,656
million. As of June 30, 2019, the assets of the banking system totaled U.S.$41,672 million, an increase of 6.74%
from U.S.$39,041 million as of June 30, 2018. This increase was principally due to a U.S.$2,067 million increase in
the loan portfolio.
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The following table sets forth the total assets of the Ecuadorian private banking sector and the percentage
of non-performing loans over total loans.

Banking System
As of December 31, As of June 30,
2014 2015 2016 2017 2018 2018 2019
Total assets (in billions of U.S. dollars)..........cc.cceuenee... 33.6 30.9 35.6 39.0 41.0 39.0 41.7
Non-performing loans (as % of total loans) .................. 1.33% 1.45% 1.34% 1.21% 2.6% 3.0% 3.0%

Source: Superintendent of Banks as of July 2019.

The following table sets forth deposit information for the private banking system on the dates indicated.

Private Bank Deposits
(in millions of U.S.$, except for percentages)
Total Time and Annual growth
Demand rate of Time and

Demand Deposits Time Deposits Deposits” Demand Deposits
December 31, 2014 .......ccvvveeeeeeeeiiieeee e, 19,014 7.861 26,875 11%
December 31, 2015.....ccccviiiieeeeeiiieeee e, 15,889 7,402 23,291 -13%
December 31, 2016......cccvvveeeeeeeiiiieee e, 19,166 8,309 27,475 18%
December 31, 2017 ....cocvvvieieeeeeeiiieee e, 19,912 9,440 29,352 7%
December 31, 2018 .......covvvveeeeeeiiieeee e, 19,457 10,388 29,845 2%
June 30, 2018.....ueeiiieeeeeeeeeeeeeeeeeeeeeeeeee e, 18,952 10,118 29,069 3%
June 30, 2019, ..., 18,819 11,362 30,181 4%

Source: Superintendent of Banks as of July 2019.
(1) Total does not include reported operations, guarantee deposits and restricted deposits.

Banking deposits, primarily composed of demand deposits and time deposits, constitute the principal
source of financing for the banking system. From December 31, 2014 through December 31, 2018, total time and
demand deposits increased 9.2%, from U.S.$26,875 million to U.S.$29,352 million. As of December 31, 2018, time
and demand deposits totaled U.S.$29,845 million, an increase of 1.7% compared to December 31, 2017. This
increase was principally due to an increase in time deposits of U.S.$948 million. As of June 30, 2019, time and
demand deposits totaled U.S.$30,181 million, an increase of 3.8% compared to June 30, 2018. This increase was
principally due to a U.S.$1,244.7 million increase in time deposits despite a U.S.$133.1 million decrease in demand
deposits.

The majority of funding for the Ecuadorian banking system is comprised of demand deposits, which
increased 4.7% from U.S.$19,014 million in 2014 to U.S.$19,912 million in 2017. As of December 31, 2018,
demand deposits totaled U.S.$19,457 million, a decrease of 2.3% since December 31, 2017. Time deposits
increased 20.1% from U.S.$7,861 million in 2014 to U.S.$9,440 million in 2017. As of December 31, 2018, time
deposits totaled U.S.$10,388 million, an increase of 10.0% since December 31, 2017. This increase was principally
due to an increase in time deposits with a 180 and 360 days term.

Foreign banks and financial institutions are also a source of liquidity in the Ecuadorian banking system. As
of December 31, 2017 the balance of foreign liabilities in the banking sector amounted to approximately U.S.$564
million, which is an increase from the balance of foreign liabilities in December 31, 2016, which was U.S.$506
million. As of December 31, 2018, the balance of foreign liabilities in the banking sector amounted to
approximately U.S.$1,799 million, which is an increase of 12.9% from the balance of foreign liabilities in December
31, 2017, which was U.S.$1,593 million. As of June 30, 2019, the balance of foreign liabilities in the banking sector
amounted to approximately U.S.$2,218 million, which is an increase of 38.9% from the balance of foreign liabilities
in June 30, 2018, which was U.S.$1,597 million.

The following table sets forth information regarding the principal sources of financing with respect to total
liabilities as of the dates indicated.
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Classification of the Main Financing Accounts with Respect to Liabilities
(as % of total liabilities)

Demand deposits Time deposits Foreign financing
December 31, 2014 ......ovvvvvviiiiiiiiiiiiiiiiins 62 26 2
December 31, 2015......ovvviiiiiiiiiiiiiiiiiiiiiiiiiinenns 58 27 5
December 31, 2016........ouvvvvveiiiinieiininiiiiiiinannnnn, 60 26 5
December 31, 2017 ....ovvvvvviiieiiiiiieiiieiiiiiiiiiiiiinnns 57 27 5
December 31, 2018........oovvvvviiiiieiiiiiiriieiiiiiennnnns 53 29 5
June 30, 2018......evviieieeeiieee e 55 29 5
June 30, 2019.......cvviiiiiiiiiiiee e 51 31 6

Source: Superintendent of Banks as of July 2019.

The following table sets forth information regarding the allocation of principal asset accounts, with respect
to total assets of the banking system as of the dates indicated.

Allocation of the Principal Asset Accounts with Respect to Total Assets of the Banking System

(as a % of total assets)

Portfolio of current loans Investments
December 31,2014 .......coooeeiiiiiiiiniiininnnnnn. 54.7 14.0
December 31,2015 .......cccoeeiiiiiiiiiiiininnnnnnnn. 56.7 14.4
December 31,2016 ........ccceeeeeeeiiiiiiiiennnnnnn.n. 53.4 14.4
December 31, 2017 .....ccoeeeeeieiiiiiiiiiiiieeeeenn. 58.7 14.7
December 31,2018 ........cooeeeeiiiiiiiiiininnnnnn.n. 65.0 13.1
June 30, 2018....ooeeieiiiiiiiii 65.4 14.2
June 30, 2019 66.3 13.5

Source: Superintendent of Banks as of July 2019.

As of December 31, 2017, the banking system represented 81.9% of the total assets of the private financial
system. The banking system, for the year ended December 31, 2017, generated a profit of U.S.$396 million, which
according to data from the Superintendent of Banks represented 0.4% of Ecuador’s nominal GDP and an increase
compared to U.S.$222 million as of December 31, 2016. The banking system strengthened between 2016 and 2017,
and its assets expanded by 9.5% due to an increase in the net loan portfolio.

As of December 31, 2018, the banking system represented 79.65% of the total assets of the private
financial system. The banking system, for the year ended December 31, 2018, generated a profit of U.S.$553.8
million, which according to data from the Superintendent of Banks represented 0.51% of Ecuador’s nominal GDP
and an increase compared to U.S.$395.8 million as of December 31, 2017. The banking system strengthened
between 2017 and 2018, and its assets expanded by 5.15% due to a 11.60% increase in the loan portfolio.

As of June 30, 2019, the banking system represented 78.9% of the total assets of the private financial
system. For the period ended June 30, 2019, the banking system generated a profit of U.S.$295.5 million compared
to U.S.$254.8 million for the same period in 2018. This increase is mainly due to the net margin interest.

As of June 30, 2019, the assets of the banking system totaled U.S.$41,672 million, an increase of 6.74%
from U.S.$39,041 million as of June 30, 2018. This increase was principally due to a U.S.$2,067 million increase in
the loan portfolio.

Ecuador’s banks use their resources primarily to extend loans. Between 2014 and 2018, the Ecuadorian
banking system’s total loan portfolio increased by U.S.$7,522 million (39.41%) and past due loans increased by
U.S.$152 million (26.92%). Financial entities may not carry out active and contingent operations with the same
natural or legal person for an amount that exceeds, in aggregate, 10% of the technical equity of the entity. This limit
will be raised to 20% if what exceeds 10% corresponds to obligations secured by guarantee. In no case may the
appropriate guarantee have a value lower than the total value of the excess. The set of operations of the previous
subparagraph may not in any case exceed two hundred percent (200%) of the patrimony of the subject of credit,
unless there are adequate guarantees that cover, in excess of at least one hundred and twenty percent (120%).
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The following table identifies the loans made to the private sector from the private banking sector, and the
deposits of the private banking sector as of the dates indicated.

Loans to the Private Sector and Private Bank Deposits
(in millions of U.S.$)
As of June 30,2019

Loans Deposits
Commercial, Productive and Consumer Loans...........ccecue..... 23,859 Demand Deposits 18,819
Microenterprise Loans 1,851 Time Deposits 11,362
Education Loans 415 Guarantee Deposits 1
Real Estate and Public Housing Loans 2,350 Others 1,427
Total 28,476 Total 31,609

Source: Superintendent of Banks as of July 2019.

The following table sets forth information regarding the banking system’s loan portfolio as of the dates
indicated.

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

Current loans as a Past-due loans as a
Current Total loan percentage of the total percentage of the

loans Past-due loans portfolio loan portfolio total loan portfolio
December 31,2014 ......c.ooeuvveerecunnnee 19,087 565 19,652 97.1% 2.9%
December 31, 2015 18,086 687 18,773 96.3% 3.7%
December 31, 2016 .... 19,654 721 20,375 96.5% 3.5%
December 31,2017 .... 23,873 728 24,601 97.0% 3.0%
December 31, 2018 .... .. 26,609 717 27,325 97.4% 2.6%
June 30, 2018 25,535 794 26,330 97.0% 3.0%
June 30,2019 27,636 840 28,476 97.0% 3.0%

Source: Superintendent of Banks as of July 2019.

(1) Past-due loans are classified by economic sector. Commercial past-due loans are classified as loans 31 days overdue, consumer past-due loans
are classified as loans 16 days overdue, real estate past-due loans are classified as loans 61 overdue, and microcredit past-due loans are
classified as loans 16 days overdue. Non-interest generating loans are also included in past-due loans.

In 2014, the delinquency rate increased to 2.9% from 2.6% in 2013, as a result of the increase in
delinquency rates in consumer credits from 4.7% to 5.5%. In 2015, the delinquency rate increased to 3.7% due to
the increase in delinquency rates in commercial credits from 12.7% to 14.3% as well as the decrease in the total loan
portfolio. In 2016, the delinquency rate on loans from the private banking sector decreased to 3.5% as a result of a
U.S.$166.2 million decrease in the delinquency rate on consumer loans. In 2017, the delinquency rate on loans from
the private banking sector decreased to 3%. As of December 31, 2018, the delinquency rate decreased to 2.62%
compared to the 2.96% delinquency rate as of December 31, 2017. This decrease is principally due to a 14.31%
decrease in past-due loans (not including the portfolio of loans that do not accrue interest), while the total gross loan
portfolio increased by 11.08%. As of June 30, 2019, the delinquency rate decreased to 2.95% compared to the
3.02% delinquency rate as of June 30, 2018. This decrease is principally due to an increase in the productive credit
portfolio, despite an increase in the unproductive credit portfolio. As of June 30, 2019, 47.4% of all current loans
were commercial, 36.6% were consumer, 8.2% were housing, 6.4% were microcredit and 1.5% were education
related.

As of December 31, 2018, banking deposits, including guarantee deposits and restricted deposits, totaled
U.S.$31,257 million, an increase from the U.S.$30,689 million as of December 31, 2017. As of June 30, 2019,
banking deposits, including guarantee deposits and restricted deposits, totaled U.S.$31,609 million, an increase from
the U.S.$30,398 million as of June 30, 2018. Total current loans to the private sector from the private banking
sector increased from U.S.$23,873 million as of December 31, 2017 to U.S.$26,609 million as of December 31,
2018. Total current loans to the private sector from the private banking sector increased from U.S.$25,535 million
as of June 30, 2018 to U.S.$27,636 million as of June 30, 2019.
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The following table sets forth information regarding the number of past-due loans in different sectors of the
economy as of the dates indicated.

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

As of December 31, As of June 30,
2014 2015 2016 2017 2018 2018 2019
Uss$ % US.$ % USS$S % UsSs$ % US.$ % US$ % US.$ %

Commercial 72 12.7 98 143 117 162 118 156 93 13.0 126 158 116 13.9
Consumer 383  68.0 438 637 428 593 448 616 466 65.0 480 605 333 637

Real estate 31 5.3 39 5.6 59 8.1 61 8.4 64 9.0 72 9.1 73 8.7

Microcredit 79 13.8 90 13.1 97 13.5 79 10.9 86 12 83 104 95 113
Education” - - 22 3.2 20 2.8 21 2.9 3 0.4 25 3.1 13 1.6
Total 565 100 687 100 721 100 728 100 717 100 786 100 833 100

Source: Superintendent of Banks as of July 2019.

(1) The education loan portfolio that was previously administered by the Instituto Ecuatoriano de Crédito Educativo y Becas (IECE)
was transferred to the banking system in February of 2015.

(2) Past-due loans are classified by economic sector. Commercial past-due loans are classified as loans 31 days overdue, consumer
past-due loans are classified as loans 16 days overdue, real estate past-due loans are classified as loans 61 overdue, and
microcredit past-due loans are classified as loans 16 days overdue. Non-interest generating loans are also included in past-due
loans.

Banking Sector

The first, second and third largest banks by assets value in Ecuador are Banco del Pichincha, Banco del
Pacifico and Produbanco, respectively. As of December 31, 2018, the three banks accounted for about 51.1% of the
reported combined income and 51.2% of Ecuador’s banking assets. Return on equity for these three banks averaged
15% for 2018, an increase of 4.4% compared to 2017, while net profit increased from U.S.$184 million in 2017 to
U.S.$280 million in 2018.

Banco del Pacifico is 100% owned by the Republic, having been taken over from private shareholders
during the banking crisis in 1999 and its shares transferred to the Central Bank. During 2010 and 2011 there had
been discussions relating to the re-privatization of Banco del Pacifico, however, these plans were abandoned in 2011
when ownership was transferred from the Central Bank to CFN. As of December 31, 2017, Banco del Pacifico had
approximately U.S.$5,452 million in assets. Its profits increased in 2017 when compared to 2016 from U.S.$40.00
million in 2016 to U.S.$70.23 million in 2017. As of December 31, 2018, Banco del Pacifico had approximately
U.S.$5,534 million in assets. As of June 30, 2019, its assets totaled approximately U.S.$5,771 million. According
to the Superintendent of Banks, Banco del Pacifico’s profits were U.S.$100.3 million for the year ended December
31, 2018. Its profits for the six-month period ended June 30, 2019, were U.S.$51.36 million.

Pacific National Bank was Banco del Pacifico’s U.S. subsidiary, based in Miami. Pacific National Bank
had approximately U.S.$355 million in assets, including U.S.$154 million in loans (mostly commercial real estate),
U.S.$163 million in securities and U.S.$3.6 million in repossessed property. In 2011, the bank was fined U.S.$7
million by U.S. banking regulators for violations of the U.S. Bank Secrecy Act (“BSA”) and anti-money laundering
laws. In 2012, the Federal Reserve Bank of the United States placed Banco del Pacifico’s shares in Pacific National
Bank under the control of a trustee and ordered the sale of the shares to a third party. According to the regulatory
consent order transferring the shares to the trustee, the share transfer to the trustee and sale are not related to the
violations of the BSA, but due to the transfer of ownership of Banco del Pacifico from the Central Bank to CFN in
2011, which according to U.S. banking regulations does not qualify as a holding company for a U.S. chartered bank.
On October 21, 2013, the shares were sold to a group of private investors.

According to the Superintendent of Banks, as of December 31, 2018, approximately 2.47% of the profits in
the banking sector came from Citibank N.A. Ecuador Branch which on that date was the only foreign bank operating
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in Ecuador. According to the Superintendent of Banks, as of June 30, 2019, approximately 3.16% of the profits in
the banking sector came from Citibank N.A. Ecuador Branch, which on that date was the only foreign bank
operating in Ecuador.

In March 2013, Banco Territorial S.A, one of the oldest banks in Ecuador with assets of U.S.$135 million,
entered a liquidation process one week after its operations were suspended. Banco Territorial primarily provided
services to small and medium-sized companies in Guayaquil and had approximately 79,000 depositors, with total
deposits of approximately U.S.$122 million, or less than 1% of the total deposits in the private banking sector in
Ecuador. As of December 31, 2015, COSEDE had paid U.S.$54.4 million to depositors, which represented the total
amount owed to depositors.

In August 2014, the Superintendent of Banks formally announced that Banco Sudamericano S.A. will
undergo a forced liquidation process due to a failure to meet adequate solvency and liquidity requirements. As of
the date of this Supplement, the liquidator of Banco Sudamericano S.A. named by the Superintendent of Banks is
considering the sale of its assets to use the proceeds to pay the debt owed to its creditors. Banco Sudamericano S.A.
owned 0.04% of the total assets in the Ecuadorian banking system. As of December 31, 2016, COSEDE had paid
U.S.$1.77 million to depositors and a formal liquidator was appointed. The liquidation process has been delayed
due to the lack of information on certain accounts which is making it difficult to regularize its financial statements.

On October 11, 2014, Promerica Financial Corporation, a Nicaraguan banking conglomerate with
operations in Ecuador, acquired Banco de la Produccién Produbanco S.A., an Ecuadorian banking entity. At the
time of the merger, Banco de la Produccién Produbanco S.A. represented 9.5% of the Ecuadorian banking system,
with U.S.$3,028 million in assets, while Promerica Financial Corporation represented 2.8% of the banking system
with assets of U.S.$843.5 million.

In June 2016, the Superintendent of Banks announced that Proinco Sociedad Financiera S.A., a financial
institution focusing on mortgage lending and micro-loans with approximately U.S.$42 million dollars in assets,
would be liquidated as a result of its failure to comply with the relevant laws and regulations, including certain
solvency requirements.

Cooperative Banks

In 2008, the Correa administration created the Programa de Finanzas Populares (“Program for Public
Finance”) to expand lending to smaller financial cooperatives, in order that they could increase lending to small
businesses. These cooperatives extend micro-loans to individuals and businesses that could otherwise not obtain
loans from commercial banks. In January 2008, cooperative loans were at 11.1% of total non-publicly owned bank
lending. As of December 31, 2015, cooperative loans totaled U.S.$4,301 million. As of December 2017,
cooperative loans totaled U.S.$5,295 million.

On February 13, 2015, the Committee of Monetary and Financial Policy passed Resolution 038-2015-F,
which sets forth rules relating to the division of the savings and loan association sector as follows:

e Category I: entities with assets above U.S.$80 million;

e Category 2: entities with assets between U.S.$20 million to U.S.$80 million;
e Category 3: entities with assets between U.S.$5 million to U.S.$20 million;

e Category 4: entities with assets between U.S.$1 million to U.S.$5 million; and
e Category 5: entities with assets below U.S.$1 million.

The threshold for Category 1 will be reviewed by the Committee of Monetary and Financial Policy
Regulation on an annual basis. The additional four categories are set without further review by the Committee of
Monetary and Financial Policy Regulation. Additional regulations applicable to each segment will be promulgated
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by the Superintendencia de Economia Popular y Solidaria (the “Superintendent of the Popular Economy*, or
“SEPS”).

Capital Markets

Most of the trading on Ecuador’s capital markets involves the purchase and sale of bank securities and
fixed income Government securities. Since 2012, the issuance of corporate bonds has increasingly become an
important financing alternative for companies and issuers in Ecuador that want longer terms than those available
through bank loans. The Ecuadorian capital markets consist of the Quito Stock Exchange and the Guayaquil Stock
Exchange (the “Ecuadorian Stock Exchanges”), both opened in 1969. As of June 30, 2019, the Ecuadorian Stock
Exchanges combined listed the securities of approximately 373 issuers.

Issuers that subscribe to one exchange automatically become listed on the other exchange.

The Ecuadorian capital markets are regulated by the Ley de Mercado de Valores (“Capital Markets Law”)
and the Law to Strengthen and Optimize the Corporate and Securities Sector. Under these laws, the Ecuadorian
Stock Exchanges are supervised by the Superintendencia de Compaiiias, Valores y Seguros (the “Superintendent of
Companies, Securities and Insurance”) while the Committee of Monetary and Financial Policy is responsible for
formulating the general securities policies of the Ecuadorian capital markets and for providing general oversight of
the securities markets.

As of December 31, 2016, U.S.$1,269.9 million worth of securities were traded in the secondary market,
representing 15.2% of the Ecuadorian securities market. Repo trading represented 0.17% of the total market. As of
December 31, 2017, U.S.$1,442.1 million worth of securities were traded in the secondary market, representing
21.8% of the Ecuadorian securities market. Repo trading represented 0.67% of the total market.

As of December 31, 2017, U.S.$1,442.1 million worth of securities were traded in the secondary market,
representing 21.8% of the Ecuadorian securities market. Repo trading represented 0.67% of the total market. As of
December 31, 2018, U.S.$1,219.6 million worth of securities were traded in the secondary market, representing
16.3% of the Ecuadorian securities market. Repo trading represented 0.5% of the total market. As of June 30, 2019,
U.S.$587.7 million worth of securities were traded in the secondary market, representing 11.0% of the Ecuadorian
securities market. Repo trading represented 0.3% of the total market.

Aggregate Amounts of Traded Securities
(in millions of U.S. dollars)

As of December 31, As of June 30,
2014 2015 2016 2017 2018 2018 2019
Repos 203.3 23.0 14.2 44.6 37.2 12.9 16.4
Other ¥ 7,340.8 5,023.8 8,318,5 6,578.2 74382 33579 53344
Total 7,544.1 5,046.8 8,332.7 6,622.8 74754 3,370.8 5,350.8
Source: Bolsa de Valores de Quito (“Quito Stock Exchange”).
1) Includes Government securities, bank securities, and commercial paper, among others.

In 2016, U.S.$8,332.7 million worth of securities were traded on the Ecuadorian Stock Exchanges,
representing an increase compared to the U.S.$5,046.8 million of the securities traded in 2015. This increase is due
to a greater placement of investment certificates and government issues.

In 2017, U.S.$6,622.8 million worth of securities were traded on the Ecuadorian Stock Exchanges,
representing a decrease compared to the U.S.$8,332.7 million of securities traded in 2016. This decrease is due to a
decrease in the amount of investment certificates, capital coupons, certificates of deposit, central bank securities and
commercial paper.

As of December 31, 2018, U.S.$7,475.4 million worth of securities were traded on the Ecuadorian Stock
Exchanges, representing an increase compared to the U.S.$6,622.8 million of securities traded as of December 31,
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2017. This increase was due to an increase in the amount of state and corporate bonds, certificates of treasury and
commercial invoices.

As of June 30, 2019, U.S.$5,350.8 million worth of securities were traded on the Ecuadorian Stock
Exchanges, representing an increase compared to the U.S.$3,370.8 million of securities traded as of June 30, 2018.
This increase was due to an increase in the amount of certificates of treasury and investment certificates.

Interest Rates and Money Supply

In July 2007, the Ley del Costo Mdximo Efectivo del Crédito (“Maximum Actual Credit Cost Law”) went
into effect to establish a new system for the calculation of interest rates. The principal aspects of this law are:

e the prohibition on charging commissions for credit operations and prepayments;

e the prohibition on imposing any fee that is not in the nature of compensation for the rendering of a
service; and

e in December 2007, a change in the methodology for calculating the maximum interest rate of the
Central Bank, whose methodology has since been declared unconstitutional, and has been further
amended so that the maximum rate equals interest rates of credit operations of private financial
institutions in each relevant sector, multiplied by an amount determined by the Central Bank.

In April 2015, Resolution 043-2015-F was published in the Official Gazette and became effective,
establishing new categories of credits in the financial system, totaling 10. The purpose of this Resolution is to
promote socially and environmentally responsible consumption, to encourage value generating investment and
improve the efficiency of the financial system. The new categories of credit in the financial system include:
productive credits, ordinary commercial credits, priority commercial credits, ordinary consumption credits, priority
consumption credits, education credits, public interest housing credit, real estate credits, microcredits and public
investment credits. Changes from the prior categorization include the following:

e “productive credits” are defined as those credits for which at least 90% of funds are dedicated to
acquisition of capital goods, construction of infrastructure project and the purchase of industrial
property rights;

e “consumer credits” are divided into “ordinary consumer loans,” for the acquisition or
commercialization of light fossil fuel vehicles and “priority consumer loans,” dedicated to the purchase
of goods or services or expenses not related to productive activity or ordinary commercial activity;

e ‘“commercial credits” are defined as “ordinary commercial credits,” which are available to persons

whose annual sales are higher than U.S.$100,000.00 that acquire or commercialize light fossil fuel

vehicles and “priority commercial credits,” which are available for the acquisition of goods and
services for commercial and productive activities to persons whose annual sales are higher than

U.S.$100,000.00; and

e “education credits,” which are available to individuals and accredited institutions to finance education
and vocational or technical training, were introduced.

In addition to the new categorization of credit, the Committee of Monetary and Financial Policy Regulation
fixed the maximum interest rates for each of these categories through Resolution No. 044-2015-F.
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The following table sets forth average deposit interest rates for the economy as a whole and average
lending interest rates per sector for the periods shown.

Interest Rates
(in percentages)

As of December 31, As of June 30
2014 2015 2016 2017 2018 2019

Deposit interest rate 52 5.1 5.1 5.0 54 59
Lending interest rate 8.2 9.1 8.1 7.8 8.7 8.3
Corporate productive lending interest rate”’ 8.2 9.2 8.5 7.8 8.8 9.3
Maximum corporate productive interest rate 9.3 9.3 9.3 9.3 9.3 9.3
Business productive lending interest rate® 9.6 9.8 9.8 8.9 9.9 10.1
Maximum business productive interest rate 10.2 10.2 10.2 10.2 10.2 10.2
Medium and small business productive lending interest rate” .............. 11.2 10.3 11.2 10.8 11.2 10.0
Maximum medium and small business productive interest rate.............. 11.8 11.8 11.8 11.8 11.8 11.8
Ordinary commercial lending interest rate” n/a 9.0 9.4 8.0 8.1 9.2
Maximum commercial interest rate n/a 11.8 11.8 11.8 11.8 11.8
Corporate commercial priority lending interest rate'” n/a 9.1 8.1 7.8 8.7 8.0
Maximum corporate commercial interest rate n/a 9.3 9.3 9.3 9.3 9.3
Business commercial priority lending interest rate®.............coo...cooovvvuenn. n/a 9.9 9.9 9.9 9.8 9.9
Maximum business commercial interest rate n/a 10.2 10.2 10.2 10.2 10.2
Medium and small business commercial priority lending interest

rate® n/a 1.1 110 106 10.8 113
Maximum medium and small business commercial interest rate ........... n/a 11.8 11.8 11.8 11.8 11.8
Consumer lending interest rate® 16.0 n/a n/a n/a n/a n/a
Maximum consumer interest rate 16.3 n/a n/a n/a n/a n/a
Ordinary consumer lending interest rate®™ n/a 16.2 16.8 16.7 16.6 16.4
Maximum Ordinary consumer interest rate n/a 17.3 17.3 17.3 17.3 17.3
Priority consumer lending interest rate® n/a 16.0 16.7 16.5 16.6 16.7
Maximum priority consumer interest rate n/a 17.3 17.3 17.3 17.3 17.3
Education lending interest rate n/a 7.1 9.5 9.5 9.5 9.4
Maximum education interest rate n/a 9.5 9.5 9.5 9.5 9.5
Housing lending interest rate 10.7 10.9 10.9 10.5 10.0 10.2
Maximum housing interest rate 11.3 11.3 11.3 11.3 11.3 11.3
Microcredit increased accumulation lending interest rate?® 22.3 24.3 21.5 21.1 20.2 20.4
Maximum microcredit increased accumulation interest rate® ... 25.5 25.5 25.5 25.5 23.5 23.5
Microcredit increased accumulation lending interest rate” n/a n/a n/a n/a 20.9 20.3
Maximum microcredit increased accumulation interest rate'” ... n/a n/a n/a n/a 25.5 25.5
Microcredit simple accumulation lending interest rate”” ® 25.2 26.9 25.1 24.7 23.5 23.7
Maximum microcredit simple accumulation interest rate® 27.5 27.5 27.5 27.5 25.5 25.5
Microcredit simple accumulation lending interest rate ! ... n/a n/a n/a n/a 22.5 22.4
Maximum microcredit simple accumulation interest rate'”’ n/a n/a n/a n/a 27.5 27.5
Microcredit subsistence accumulation lending interest rate”® ........... 28.6 29.0 27.3 27.4 26.5 26.2
Maximum microcredit subsistence accumulation interest rate® ............ 30.5 30.5 30.5 30.5 28.5 28.5
Microcredit subsistence accumulation lending interest rate”'"............ n/a n/a n/a n/a 23.6 23.6
Maximum microcredit subsistence accumulation interest rate® ............ n/a n/a n/a n/a 30.5 30.5

Source: 2014 deposit and lending interest rates based on Central Bank March 2016 Monthly Bulletin (Table 1.10.1). 2014 figures based on Central
Bank March 2016 Monthly Bulletin (Table 1.10.2).

2015 and 2016 deposit and lending interest rates based on Central Bank February Monthly Bulletin (Table 1.10.1). Other 2015 and 2016 figures based
on Central Bank October 2016 Monthly Bulletin (Table 1.10.2).

2017 deposit and lending interest rates based on Central Bank December Monthly Bulletin (Table 1.10.1). Other 2017 figures based on Central Bank
December 2017 Monthly Bulletin (Table 1.10.2).

2018 deposit and lending interest rates based on Central Bank December 2018 Monthly Bulletin (Table 1.10.1) Other 2018 figures based on Central
Bank December 2018 Monthly Bulletin (Table 1.10.2).

2019 deposit and lending interest rates based on Central Bank June Monthly Bulletin (Table 1.10.1). Other 2019 figures based on Central Bank June
Monthly Bulletin (Table 1.10.2).

(1) “Corporate lending rate” is the rate provided to businesses whose annual sales exceed U.S.$5,000,000.00.

(2) “Business lending rate” is the rate provided to businesses whose annual sales equal or exceed U.S.$1,000,000 up to U.S.$5,0000,000.00.

(3) “Medium and small business lending rate” is the rate provided to businesses whose annual sales equal or exceed U.S.$1,000,000 up to
U.S.$5,0000,000.00.

(4) “Ordinary commercial lending rate” is the rate provided to businesses whose annual sales exceed U.S.$100,000.00 that acquire or commercialize
light fossil fuel vehicles.

(5) In 2015 consumer credits were divided into “ordinary consumer credits,” for the acquisition or commercialization of light fossil fuel vehicles and
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(6)

)

()

)

10)

at)

“priority consumer credits,” dedicated to the purchase of goods or services or expenses not related to productive activity or ordinary commercial
activity.

“Education lending rate” is the rate provided to individuals for development of human capital by accredited institutions.

“Microcredit increased accumulation lending rate” refers to credit transactions whose amount per trade and balance due to microcredit financial
institutions exceed U.S.$10,000. This is the rate granted to entrepreneurs who register annual sales of less than U.S.$100,000.

Under the Monetary, Financial, Securities and Insurance Resolutions Codification, which includes Resolution 437-2018-F of January 26, 2018,
certain maximum rates were established for the microcredit segments after February 1, 2018, which will be applicable for the public finance
sector, the private finance sector, credit unions and entities of segment 1 of the solidary and popular segment.

Under the Monetary, Financial, Securities and Insurance Resolutions Codification, which includes Resolution 437-2018-F of January 26, 2018,
certain maximum rates were established for the microcredit segments after February 1, 2018, which corresponds to credit unions of segments 2, 3
and 4.

“Microcredit simple accumulation lending rate” refers to credit transactions whose amount per transaction and balance due to microcredit
financial institutions is larger than U.S.$1,000, but smaller than U.S.$10,000. This is the rate provided to entrepreneurs who register a sales level
or annual income of less than U.S.$100,000 and to self-employed individuals.

“Microcredit subsistence accumulation lending rate” refers to credit transactions that are less than or equal to U.S.$1,000. This is the rate
provided to micro entrepreneurs who recorded a level of annual sales less than U.S.$100,000 and to self-employed, individuals or a group of
borrowers with joint liability.

Average loan interest rates on short-term and long-term loans decreased from 8.4% in 2014 to 8.7% in
2018. During the same period, the average interest rates on deposits increased from 5.2% in 2014 to 5.4% in 2018.

With respect to the various sectors, most loan interest rates remained stable during the period from 2014
through 2018 with the corporate productive lending interest rate increasing to 8.8% from 8.2%, and priority
consumer lending rates increasing from 16.0% in 2015 to 16.6% in 2018. In 2015 consumer credits were divided
into “ordinary consumer credits,” for the acquisition or commercialization of light fossil fuel vehicles and “priority
consumer credits,” dedicated to the purchase of goods or services or expenses not related to productive activity or
ordinary commercial activity. After such reclassification, the ordinary consumer lending interest rate was 16.2% in
2015 increasing slightly to 16.7% in 2017, and the priority consumer lending interest rate increased from 16.0% in
2015 to 16.5% in 2017. As of December 31, 2018, the ordinary consumer lending interest rate was 16.6% and the
priority consumer lending interest rate was 16.6%. As of June 30, 2019, the ordinary consumer lending interest rate
was 16.4 % and the priority consumer lending interest rate was 16.7%.

Some loan interest rates slightly increased from 2015 to 2016 with the education lending interest rate
increasing from 7.1% to 9.5% and the medium and small business productive lending interest rate increasing from
10.3% to 11.2%. However, the corporate productive lending interest rate decreased from 9.2% in 2015 to 8.5% in
2016, the microcredit increased accumulation lending interest rate decreased from 24.3% in 2015 to 21.5% in 2016,
the microcredit simple accumulation lending interest rate decreased from 26.9% in 2015 to 25.1% and the
microcredit subsistence accumulation lending interest rate also decreased from 29.0% in 2015 to 27.3% in 2016.
The deposit rate decreased from 5.1% as of December 31, 2016 to 5.0% as of December 31, 2017 and the lending
rate decreased from 8.1% to 7.8% for the same period. The ordinary commercial lending interest rate decreased
from 9.4% as of December 31, 2016 to 8.0% as of December 31, 2017 and the corporate productive lending interest
rate decreased from 8.5% to 7.8% for the same period. As of December 31, 2018, the ordinary commercial lending
interest rate was 8.1% and the corporate productive lending interest rate was 8.8%. As of June 30, 2019, the
ordinary commercial lending interest rate was 9.2% and the corporate productive lending interest rate was 9.3%.

The following table sets forth the principal monetary indicators for the periods presented.

132



Principal Monetary Indicators
(in millions of U.S. dollars)

As of December 31, As of May 31,
2014 2015 2016 2017 2018 2018 2019
Currency in circulation .................. 9,539.9 11,753.7 13,261.2 14,858.7 159159  14,799.5 15,811.2
Demand deposits .........ceeerecennee 9,068.8 7,201.0 9,281.4 9,577.6 9,260.5 8,997.2 8,803.4
Fractional Currency..........cccoeueueuee 86.6 86.3 88.2 85.3 83.6 83.9 80.7
Ml 18,695.3 19,041.7 22,634.9 24,530.5 25,2599  23,880.6 24,695.3
Savings........... 3,506.1 3,053.5 6,044.1 5,244.5 4,859.5 4,591.2 4,657.4
Term deposits .......cccvverrecerecennnce 21,409.1 20,609.0 23,553.5 26,260.3 28,404.8  27,016.8 29,3139
M2 (M1 plus term deposits) .......... 40,104.4 39,650.7 46,188.4 50,790.8 53,664.7 50,897.4  54,009.2

Source: Based on figures from the Central Bank June 2019 Monthly Bulletin (Table 1.1.1). Figures of 2015 based on the November
2018 Monthly Bulletin (Table 1.1.1). Figures of 2014 based on the March 2018 Monthly Bulletin (Table 1.1.1).

In January 2000, following several weeks of severe exchange-rate depreciation, the Republic announced
that it would dollarize the economy. On March 1, 2000, the National Assembly approved the Ecuadorian Economic
Transformation Law which made the U.S. dollar legal tender in Ecuador. Further, pursuant to the Ecuadorian
Economic Transformation Law, all sucre-denominated deposits were converted into U.S. dollars effective January 1,
2000, and the U.S. dollar became the unit of account in the financial system. As aresult, U.S. dollar deposits that in
prior periods were classified as deposits in foreign currency have been, for periods from and after January 1, 2000,
classified as demand deposits, savings or term deposits, as applicable.

Inflation

Ecuador measures the inflation rate by the percentage change between two periods in the consumer price
index (“CPI”). The CPI is computed by INEC based on a standard basket of 299 items of goods and services that
reflects the pattern of consumption of urban Ecuadorian households in eight cities. The price for each good or
service that makes up the basket is weighted according to its relative importance in an average urban household’s
consumption pattern in order to calculate the CPI.

Prior to the adoption of the Dollarization Program, Ecuador was plagued by high inflation. From 1994 to
1999, the inflation rate ranged from a 22.8% low in 1995 to a 60.7% high in 1999. In 1999 and early 2000, the
sharp devaluation of the sucre contributed to an increase in the Republic’s inflation rate, which became one of the
highest in Latin America at 96.1% in 2000.

The restrictions imposed by the Dollarization Program brought this to an end. The inflation rate was 2.7%
in 2004, 2.2% in 2005, 2.8% in 2006, 3.3% in 2007 and 8.8% in 2008. The increase in inflation in 2008 was
primarily caused by increases in food prices, due to climatic changes that affected the agricultural sector. In
addition, the international prices of fertilizer and agricultural commodities also increased. As a result of these
increases, Ecuador fixed the prices for some of these goods and limited the export of various agricultural products.
As a result, during 2011, 2012, 2013 and 2014 the inflation rate followed a downward trend, each year at 5.41%,
4.16%, 2.70% and 3.67%, respectively. The decrease in the inflation rate in 2013, particularly, was due to the
imposition of price controls intended to curb price speculation on basic foodstuffs including, meats, various fruits
and vegetables, and milk.

At the end of 2014, the inflation rate was 3.67%. This increase was due to an increase in the prices of
housing, water and electricity services during that year. For the 12-month period ending December 31, 2015, the
inflation rate decreased to 3.38%. This decrease was due to a decrease in the price of certain foods, primarily
shrimp and chicken. Inflation for the 12-month period ending in December 31, 2016 decreased to 1.12% from
3.38% for the 12-month period ending December 31, 2015. This decrease was due to a decrease in the price of
certain garments, motor vehicles and fruits and vegetables as a result of competition from Peruvian agricultural
products entering the market, the impact on the price of imported goods as a result of a stronger dollar and the
application of certain additional tariffs. According to the Central Bank, inflation decreased from 1.12% for the 12-
month period ended December 31, 2016 to -0.20% for the 12-month period ended December 31, 2017. This
decrease was due to a decrease in the price of domestic goods and services, clothing garments and footwear, food
and non-alcoholic beverages. According to the Central Bank, inflation increased from -0.20% for the 12-month
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period ended December 31, 2017 to 0.27% for the 12-month period ended December 31, 2018. This increase was
primarily due to an increase in each of the prices of alcoholic beverages and tobacco by 2.43%, health products by
2.15%, and other goods and services by 1.79%. According to the Central Bank, inflation increased from -0.71% for
the 12-month period ended June 30, 2018 to 0.61% for the 12-month period ended June 30, 2019. This increase was
primarily due to an increase in prices mainly in the transportation, education, alcoholic beverages, tobacco and
narcotics sectors, despite a decrease in prices in the apparel, footwear and home furniture sectors.

Given the constrains of dollarization, and Ecuador’s inability to mint currency, the Republic is more
vulnerable than other countries to external factors such as global recessions, the volatility of commodity and raw
material prices and natural disasters affecting the agricultural sector. The relative strength or weakness of the dollar,
relative to the currencies of Ecuador’s Andean trading partners, has also affected Ecuador’s inflation rate during
those periods.

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

Inflation
(% Change in CPI from Previous Year at Period End")
December 2014 3.67
December 2015 3.38
December 2016 1.12
December 2017 -0.20
December 2018 0.27
June 2018 -0.71
June 2019 0.61

Source: Based on figures from the Central Bank June 2019 Monthly Bulletin Table

(4.2.1) and (4.2.1a).

(1) Data reflect percentage change in consumer prices in urban areas over the prior 12
month period.
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PUBLIC SECTOR FINANCES
Overview
Budget Process

The 2008 Constitution and the Public Planning and Finance Code set forth the public sector’s budget
process. According to Article 292 of the 2008 Constitution, the General State Budget is the instrument for
establishing and managing Government income and spending, and includes all public sector income and expenses,
with the exception of those belonging to social security, public banks, public companies and the Autonomous
Decentralized Governments. The drafting and implementation of the General State Budget adheres to the National
Development Plan, while the budgets of the Autonomous Decentralized Governments and those of other public
entities adhere to regional and provincial plans, with the framework of the National Development Plan. This plan is
published by the Government every four years, and lays out the goals and priorities of the Government for that time
period. The National Development Plan for 2017 to 2021 was released in September 22, 2017.

The executive branch formulates the annual budget estimate, and the four-year budgetary schedule, and
presents both to the National Assembly for approval. The levels of revenue, expenditure, and debt are based on the
macroeconomic projections and targets of the Ministry of Economy and Finance and the Central Bank. The
Ministry of Economy and Finance is primarily responsible for the preparation of the public sector’s annual budget,
based on guidelines issued by various planning agencies and other ministries.

The executive branch submits the draft annual budget and the four-year budgetary schedule to the National
Assembly within the first 90 days of its initial term and, in subsequent years, 60 days before the start of the relevant
fiscal year. The National Assembly must adopt or object to the draft budget within 30 days. The objections of the
National Assembly are limited to the areas of revenue and spending and cannot alter the overall amount of the draft
budget. If the National Assembly objects to the draft budget or schedule, the executive branch may, within ten days,
accept the objection and submit a new proposal to the National Assembly for approval. If the National Assembly
does not object within 30 days, the draft annual budget and the four-year budgetary schedule become effective.

The 2008 Constitution also establishes predetermined budget allocations for the Autonomous Decentralized
Governments, the health sector, the education sector, and for research, science, technology and innovation. The
creation of any other predetermined budget allocations is forbidden.

The Ministry of Economy and Finance has the authority to modify the budget during its execution phase in
an amount up to 15% of any approved allocation. These adjustments must be made in accordance with the priorities
and goals established in the National Development Plan and the constitutional limits established in Article 126 of the
Public Planning and Finance Code. For more information regarding the National Development Plan and
constitutional limits, see “Public Debt—General.”

Income and expenses belonging to social security, state banks, public companies and the Autonomous
Decentralized Governments are not considered part of the General State Budget. As such, Autonomous
Decentralized Governments prepare their budgets in accordance with the non-binding guidelines prepared by the
National Secretary of Planning and Development. The executive branch of each Autonomous Decentralized
Government is responsible for drafting the budget and submitting it for approval before the corresponding legislative
bodies. The General State Budget and local budgets, upon approval, are implemented and made public, as is the
General State Budget, and are implemented by the respective local governments.

In 2002, in response to increasing Government expenditures, the National Assembly enacted the Law to
Promote Responsibility, Stabilization and Fiscal Transparency, which was aimed at reducing public indebtedness
and establishing greater transparency in the Government’s use of public funds. During the second half of 2005, the
Government, with the support of the National Assembly, replaced the Fondo de Estabilizacion, Inversion Social, y
Reduccion del Endeudamiento Piiblico (the “Stabilization, Social Investment and Public Indebtedness Reduction
Fund“ or “FEIREP”) that was previously created by the 2002 law. FEIREP was replaced by CEREPS. This
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resulted in an increase in Government investment in the social and productive sectors of the economy to strengthen
the economic performance while limiting current expenses.

In 2008, CEREPS was eliminated due to the 2008 Constitution and the enactment of LOREYTF. The
Republic believes that the new law enhances transparency and flexibility to the budget process by providing
enhanced management of state resources and prioritizing social investments. The law also eliminated all
predetermined use of resources; currently all of the Republic’s resources go directly to a single system of accounts
in the Central Bank. Title 3 of the Public Planning and Finance Code also provides transparency by providing
unrestricted access to all budget and financial information of the Republic and annual financial statements of public
companies.

In accordance with the terms of the 2008 Constitution, the macroeconomic rules and the restrictions on the
assumption of public debt were changed as follows:

e permanent expenditures must be financed by permanent income; expenditures related to health,
education and justice will be treated as preferential and may be, under exceptional circumstances,
financed by non-permanent income; and

® public debt or income from petroleum products may not be used for current Government expenditures.

Under the 2008 Constitution, each of the following is subject to the National Development Plan:

e policies;

e programs and public projects;

e scheduling and execution of the state budget; and

e investment and allocation of public resources.

Pursuant to the Public Planning and Finance Code, each of the following is also subject to the National
Development Plan:

e public actions, programs and projects;

e public debt;

e international cooperation;

e scheduling, formulation, approval and execution of the General State Budget;
e state banks’ budgets;

e national-level public companies; and

e social security.

The Organic Law for Productive Development, enacted on August 21, 2018, amended the Public Planning
and Finance Code to prevent that a budget with a primary deficit be approved and ensure that any increase in the
expenditure by the central government does not exceed the long term growth rate of the economy.
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At the request of the Ministry of Economy and Finance, or on its own, the Office of the Comptroller
General can perform an audit of all public sector entities that administer public funds for compliance with proposed
budgets and compliance under the law.

Fiscal Policy

In October 2010, the National Assembly approved the Public Planning and Finance Code, which regulates
the state planning process and coordinates planning with fiscal policy. This law establishes guidelines for fiscal
management, including rules that:

e allow for more flexibility for the Ministry of Economy and Finance to reallocate and reassign
expenditures up to 15% of the approved Government budget;

e set an explicit total public debt ceiling of 40% of GDP including Central Government, non-financial
public sector and the Autonomous Decentralized Governments;

e allow the Ministry of Economy and Finance to issue CETES, at its discretion, without having to
undergo the same approval process required for long-term internal and external sovereign debt;

e allow for the establishment of citizen committees for financial public policy consultations;

e determine that all excess cash not spent during a fiscal year will be accounted for as initial cash for the
following fiscal year; and

e establish the functions and responsibilities of the Debt and Finance Committee. See “Public Debt—
General.”

The CGR Audit Report recommended that, in order to reconcile amounts comprising public debt, the
Public Planning and Finance Code should be amended and Decree 1218 should be repealed with respect to the
calculation of the total public debt to GDP ratio to ascertain the actual value of total public debt and determine if that
amount exceeded the 40% debt to GDP ratio set out in Article 124 of the Public Planning and Finance Code.
Following these recommendations, on June 21, 2018, the National Assembly passed the Organic Law for Productive
Development which became effective on August 21, 2018, which expressly confirms that certain activities and
instruments are considered a contingent liability, and therefore are not included in the calculation of the total public
debt to GDP ratio, and provides that for the period from 2018 to 2021 and until the public debt reaches a level below
the public debt ceiling of 40% of GDP, such public debt ceiling will not apply. This new law provides that for the
period from 2018 to 2021, a fiscal stability plan will be implemented by the Ministry of Economy and Finance. The
new law sets forth that in each subsequent fiscal year after the period from 2018 to 2021, the General State Budget
must be presented with a fiscal program aimed at reducing over time the amount of total public debt relative to GDP,
until it reaches a level below the 40% debt to GDP ratio. The new law also mandated that the Ministry of Economy
and Finance issue within 90 days from August 21, 2018, a new regulation implementing a new accounting
methodology, to be in accordance with article 123 of the Public Planning and Finance Code (as amended),
internationally accepted standards and best practices for the registration and disclosure of public debt, see “Public
Debt—Organic Law for Productive Development, Investment, Employment and Fiscal Stability.” On October 15,
2018, President Moreno issued Decree 537 repealing Decree 1218 in its entirety which became effective on October
30, 2018, see “Public Debt—Methodology for Calculating the Public Debt to GDP Ratio.”

On November 19, 2018, the Ministry of Economy and Finance issued the Regulation Implementing the
Public Debt to GDP Ratio Calculation Methodology setting out the New Methodology, which provides that the
calculation of the public debt to GDP ratio is to be based on total public debt as published in the official aggregate
financial statements and the latest nominal GDP as published by the Central Bank. The New Methodology defines
total public debt as the sum of the public debt incurred by the entities comprising the public sector and adds certain
debt instruments to the calculation of public debt that were not previously included, including oil presales, see
“Public Debt—Methodology for Calculating the Public Debt to GDP Ratio.” The April 2019 Debt Bulletin was the
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first report on public debt issued that followed the New Methodology. The Regulation Implementing the Public
Debt to GDP Ratio Calculation Methodology provides that by November 14, 2019, the Ministry of Economy and
Finance will be required to publish public debt figures calculated using the New Methodology going back to
October 2010. Once these past public debt figures are published using the New Methodology, those numbers may
vary from the public debt figures presented in this Supplement for the comparable period which were calculated
based on the old methodology.

In addition, the Organic Law for Productive Development amends Article 124 of the Public Planning and
Finance Code providing that in exceptional cases, fiscal rules and the 40% debt to GDP ratio limit may be
temporarily suspended when natural catastrophes, severe economic recession, imbalances in the payment system, or
national emergency situations occur, for which purpose the approval of the majority of the members of the National
Assembly will be required. These rules may also be suspended in the event that the President of the Republic
decrees a state of emergency, in accordance with the provisions of the Constitution. In these cases, the entity in
charge of public finances will propose a plan to strengthen public finances to achieve and restore fiscal balance.

On December 18, 2018, by executive decree No. 617, President Moreno issued the Regulation to the
Organic Law for Productive Development supplementing the Organic Law for Productive Development, which
became effective on December 20, 2018. The Regulation to the Organic Law for Productive Development, among
others, creates the procedures to implement and simplify the tax benefits that the Organic Law for Productive
Development created for new investments and entrepreneurship; clarifies different concepts used in the Organic Law
for Productive Development such as the concept of ‘new investment;’ creates the framework under which the VAT
and exit tax returns on exports and other tax incentives will be carried out; closes any loopholes on the elimination
of the excise tax; and creates the procedures to oversee compliance with fiscal rules with the goal of achieving
sustainability of public finances.

The Regulation to the Organic Law for Productive Development also amends the Rules to the Public
Planning and Finance Code to include a new section on fiscal rules and to amend certain articles. Article 133 of the
Rules to the Public Planning and Finance Code is amended to provide that the Ministry of Economy and Finance
will produce both aggregated and consolidated financial statements of the public debt for the public sector, the non-
financial public sector and the central government in a period of no more than 60 days after the end of each month.
These amendments also provide that in establishing the total amount of public debt, the Ministry of Economy and
Finance will consider the aggregate public debt/GDP indicator of the entities constituting the public sector. This
indicator will be calculated and projected based on the public debt aggregate statements, at least for the final
balances, for the following four years. Among other provisions, the regulation provides guidance for calculating the
debt to GDP ratio for these purposes, as well as for reducing the balance of the public debt below 40% and for
ensuring that the balance of the public debt does not exceed 40% of GDP after it has been reduced.

The non-financial public sector deficit is primarily financed by the issuance of CETES and bonds placed
with IESS. There is no maximum amount of CETES that may be issued per year nor is there a requirement to place
a certain percentage in the public or private sector. However, IESS may only hold 75% of the value of its total
portfolio in CETES.

As of December 31, 2018, the Ministry of Economy and Finance had an outstanding balance of
U.S.$2,267.7 million in CETES. As of April 30, 2019, the Ministry of Economy and Finance had an outstanding
balance of U.S.$2,386.7 million in CETES. Towards the end of 2012, the Government drew on its International
Reserves with the Central Bank to cover its liquidity. This led to a decrease in reserve levels in December 2012. As
of December 31, 2017, International Reserves covered 9.5% of current account payments. For more information
regarding International Reserves, see “Balance of Payments—International Reserves.” The Government received
external funding from FLAR, which in September 2012 disbursed a balance-of-payments back-up credit of
U.S.$514.6 million. The China Development Bank also disbursed U.S.$500 million. In the first several months of
2013, the Government received U.S.$1.4 billion from China Development Bank under a new line of credit that was
negotiated in December 2012. These funds were used to restore Ecuador’s International Reserves. As of December
31, 2017, Ecuador’s International Reserves totaled U.S.$2,451.1 million, a decrease compared to December 31,
2016 when International Reserves totaled U.S.$4,258.8 million. The decrease in International Reserves during the
12-month period ending in December 31, 2017 compared to the period ending in December 31, 2016 was mainly
due to a decrease in investments, term deposits and securities. As of December 31, 2018, Ecuador’s International
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Reserves totaled U.S.$2,676.5 million, an increase from December 31, 2017 when International Reserves totaled
U.S.$2,451.1 million. The increase in International Reserves during the 12-month period ending in December 31,
2018 compared to the period ending in December 31, 2017 was mainly due to an increase in the net income of oil
exports (U.S.$2,065 million) and the net payment of external public debt (U.S.$2,065 million), which allowed to
offset the net outflow of the private financial sector (mainly due to goods and services imports) by U.S.$2,091
million, the non-oil imports of the public sector and payments in arbitral awards by U.S.$1,927 million, and the net
cash withdrawals from the financial system by U.S.$589 million. As of June 30, 2019, Ecuador’s International
Reserves totaled U.S.$4,095.3 million, an increase from June 30, 2018 when International Reserves totaled
U.S.$3,166.7 million. This increase in International Reserves was mainly due to a U.S.$2,328.7 million increase in
oil transactions and a U.S.$1,198.6 million increase of the net external public debt, despite a net decrease in
remittances in the private and public sectors by U.S.$1,418.5 million and U.S.$1,110.3 million, respectively, and
U.S.$240.6 million in net cash withdrawals from the Central Bank compared to the amount of deposits.

The Organic Law for Productive Development, enacted on August 21, 2018, created a fiscal stabilization
fund to ensure fiscal sustainability and health and education expenses, supported by the extra revenue above the
flows contemplated under the Budget from the exploitation of non-renewable natural resources, after deducting the
share earmarked to local governments. As of the date of this Supplement, this fiscal stabilization fund has not yet
been funded.

Non-Financial Public Sector Revenues and Expenditures

The following table sets forth actual revenues and expenditures for the consolidated non-financial public
sector for the periods presented.
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Summary of Consolidated Non-financial Public Sector Revenues and Expenditures
(in millions of U.S.$ and as a % of GDP)
January 1 - April

For the Year Ended December 31, 300
% of % of % of % of % of
2014 GDP 2015 GDP 2016 GDP 2017 GDP 2018 GDP 2018 2019

Revenue

Petroleum revenue

Exports® oo 10,906 10.7 6,487 6.5 5,402 54 52840 5.6 8,621 8.0 20662 25978
Domestic sales.......c.ccceeveerrerennnnnn - - - - - - - - - -

Total petroleum revenue (a) ....10,906 10.7 6,487 6.5 5,402 54 5,840 5.6 8,621 8.0 2,0662 2,597.8
Non-petroleum revenue

Income tax .......ccccocueuvieecucucununnnnae 4,161 4.1 4,734 48 3,640 3.6 3,764 3.6 4803 44 1,8328 2,0343

Value-added tax..........cccococucueunnnne 6,376 63 6352 64 5400 54 5979 5.7 6384 59 2,088.7 21321

Selected excise taxes............co..... 803 08 80 09 79 08 937 09 978 09 3314 297.8

Taxes on international trade ........ 1,357 1.3 2,026 2.0 1,633 1.6 1,468 1.4 1,561 1.4 488.9 468.8

Social security contributions ....... 4,718 4.6 5,057 5.1 4741 47 5415 52 5553 51 1,799.1 1,882.0

Other” oo, 6,524 64 6,749 6.8 8,091 81 7911 7.6 8366 7.8 27267 25593

Total non-petroleum revenue

(b) 23,939 23.5 25,758 25.9 24,294 243 25473 24.427,644 255 9,267.5 9,374.2

Operating income of public

COMPANIES (C) .evererrrrnreecressasnnnne 4,187 41 1,076 11 618 0.6 2,113 2.0 2,600 24 1,236.0 692.5

Total revenue (a+b+c) ....cceuueee 39,032 38.4 33,322 33.6 30,314 30.3 33,426 32.038,865 359 12,569.8 12,664.5

Expenses

Current expenditures

Interest oo 1,024 1.0 1421 14 1,561 1.6 2209 21 2,678 25 778.9 885.6
Foreign ....ccccooviecinininccenne 829 0.8 1,143 1.1 1,335 1.3 1,850 1.8 2,306 2.1 649.3 798.0
Domestic ... . 195 02 278 03 226 02 35 03 371 03 129.7 87.6

Wages and salaries.............c........ 9478 93 9904 10.010,014 10.0 10,365 9.910,672 9.8 3,320.6 3,308.7

Purchases of goods and

services 52 5,112 52 4,684 47 5056 49 6,183 57 1448.6 1,602.3

Social security . 3.6 4222 43 4,655 47 4999 48 5382 5.0 1,629.1 18432
Others 9.3 6,890 69 5,691 5.7 5771 5.5 8,117 75 25230 27178

Total current expenditure......... 28,992 28.5 27,550 27.7 26,604 26.6 28,407 27.233,032 30.5 9,700.1 10,357.6
Capital expenditure and net

lendin,

Gross cgapital formation................ 13,980 13.7 10,178 10.3 10,293 10.3 8,648 83 6456 6.0 15809 1,379.8
General state budget.................. 8,290 8.1 5,532 5.6 6,105 6.1 5,086 49 3243 3.0 680.1 285.0
Public companies............ccccoe.... 4218 4.1 3,128 3.2 2,533 2.5 1,870 1.8 1,788 1.6 517.6 588.3
Rest of general government...... 1,472 1.4 1,518 1.5 1,655 1.7 1,692 1.6 1424 1.3 383.2 506.4

Other capital expenditure............. 1,375 14 1,533 1.5 731 0.7 1,024 1.0 678 0.6 204.6 147.0

Total capital expenditure........... 15,354 15.1 11,712 11.8 11,024 11.0 9,672 93 7,133 6.6 11,7855 1,526.8

Total expenditure .........cccoeeueuce. 44,346 43.6 39,262 39.5 37,628 37.7 38,079 36.540,166 37.1 11,485.6 11,884.4

Surplus/Deficit .........coceuvueererencnce -5,314  -5.2 -5940 -6.0 -7,314 -7.3 -4,653 -4.5-1,300 -1.2 1,084.2 780.1

Source: Based on figures from the Central Bank June 2019 Monthly Bulletin (Table 2.1 and Table 2.2).

(1) Figures for the period from January 1, 2019 to April 30, 2019 were calculated based on aggregations of figures for the
first quarter of 2019 and the month of April, 2019 as published in Table 2.2. Figures for the period from January 1,
2018 to April 30, 2018 were calculated based on the figures for the first quarter of 2018 as published in the same
bulletin plus figures for the month of April as published in the August 2018 monthly bulletin.

(2) This figure is different than the crude oil exports figure in the Exports FOB table in that it includes derivate revenues,
as opposed to only crude oil, and measures revenues from petroleum exports for the non-financial public sector, only.

(3) Includes other taxes and revenue.

In 2014, the non-financial public sector registered a deficit of U.S.$5,314 million, equivalent to -5.2% of
GDP. This deficit was the result of increases in wages and salaries and current expenses. Total expenditures totaled
U.S.$44,346 million (equivalent to 43.6% of GDP) and total revenues totaled U.S.$39,032 million (equivalent to
38.4% of GDP) in 2014.
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In 2015, the non-financial public sector registered a deficit of U.S.$5,940 million, equivalent to -6.0% of
GDP. This deficit was primarily the result of decreased petroleum revenue. Total expenditures totaled U.S.$39,262
million (equivalent to 39.5% of GDP) and total revenues totaled U.S.$33,322 million (equivalent to 33.6% of GDP)
in 2015.

In 2016, the non-financial public sector registered a deficit of U.S.$7,314 million compared to a deficit
U.S.$5,940 million in 2015. This increase in the deficit was due to a decrease in the revenues from the sale of oil
exports caused by the decrease in the price of oil during the time period. In 2016, total revenues for the non-
financial public sector totaled U.S.$30,314 million, a decrease from U.S.$33,322 million in 2015. In 2016, total
expenditures for the non-financial public sector totaled U.S.$37,628 million, a decrease compared to U.S.$39,262
million in 2015.

In 2017, the non-financial public sector registered a deficit of U.S.$4,653 million compared to a deficit
U.S.$7,314 million in 2016. This decrease in the deficit was due to an increase in total revenues; particularly in the
value added tax, specific consumption taxes, income tax and greater contributions to social security, along with a
decrease in the gross-fixed capital formation driven by a reduction in capital expenditures of the General State
Budget, public companies and municipalities. In 2017, total revenues for the non-financial public sector totaled
U.S.$33,426 million, an increase from U.S.$30,314 million in 2016. In 2017, total expenditures for the non-
financial public sector totaled U.S.$38,079 million, an increase compared to U.S.$37,628 million in 2016.

In 2018, the non-financial public sector registered a deficit of U.S.$1,300 million compared to a deficit of
U.S.$4,653 million in 2017. This decrease in the deficit is principally due to an increase in petroleum and tax
revenues, as a result of an increase in the price per barrel of petroleum, and the reduction in capital expenditure, as
well as a decrease in Central Government expenditures as a result of the optimization of investment projects. In
2018, total revenues for the non-financial public sector totaled U.S.$38,865 million, an increase from U.S.$33,426
million for 2017. This increase was primarily due to an increase in oil revenues. In 2018, total expenditures for the
non-financial public sector totaled U.S.$40,166 million, an increase compared to U.S.$38,079 million in 2017. This
increase was primarily due to an increase in current expenditure by approximately 5% of GDP.

For the first four months of 2019, the non-financial public sector registered a surplus of U.S.$780.1 million
compared to a surplus of U.S.$1,084 million for the first four months of 2018. This decrease in total surplus is
primarily due to an increase in payments of pensions and in repayments of letters of credit in 2019.

For the first four months of 2019, total revenues for the non-financial public sector totaled U.S.$12,664
million, an increase from U.S.$12,570 million for the first four months of 2018. This increase is primarily due to the
effects of the Organic Law for Productive Development which allowed for an improvement in tax collections and
management.

For the first four months of 2019, total expenditures for the non-financial public sector totaled U.S.$11,884
million, an increase compared to U.S.$11,486 million for the first four months of 2018. This increase is primarily
due to general salary increases, an increase in the payment of pensions to retirees and an increase in the repayment
of letters of credit issued to import oil derivatives.

For 2019, the Ministry of Economy and Finance’s estimated projection for financing needs (both internal
and external debt) is approximately U.S.$8,896 million. The Ministry of Economy and Finance estimates that
approximately U.S.$7,515 million will derive from international financing and approximately U.S.$1,381 million
from domestic financing. With respect to international financing, the Ministry of Economy and Finance expects that
such financing may come from various sources, including drawdowns under existing loan facilities, the IMF’s
Extended Fund Facility, bilateral and multilateral lending facilities, bond issuances and other methods of providing
liquidity such as the monetization of receivables, among others. With respect to domestic financing, the Ministry of
Economy and Finance expects that such financing may derive from rollovers of existing debt, new placements by
the Ministry of Economy and Finance, and new lending facilities from domestic banks. While the Ministry of
Economy and Finance has expectations as to the approximate amounts to be derived from the various sources, such
allocation is subject to market conditions as well as the policies of the new administration and such amounts and the
use of the financing sources set forth in this paragraph is subject to change.
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Central Government Revenues and Expenditures

The Government derives its revenues primarily from sales of petroleum, tax collection and import duties,
and other revenue, including transfers. The following table shows the actual Central Government revenues and
expenditures for the periods presented. The Central Government (“Central Government”) includes the Republic’s
ministries, supervising entities, and other Government entities.
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Consolidated General State Budget Revenues and Expenditures
(in millions of U.S.$, and as % of GDP)

January 1 -
For the Year Ended December 31, April 30®
% of % of % of % of % of
2014 GDP 2015 GDP 2016 GDP 2017 GDP 2018 GDP 2018 2019

Revenue?
Petroleum revenue................ 3,765 3.7 2,264 23 2,003 2.0 1,676 1.6 2,109 1.9 615 537
Non-petroleum revenue 16,616 16.2 18,081 18.0 16,552 16.9 16,494 16.0 18,125 16.7 6,109 6,125
Tax revenue
Taxes on goods and services

Value-added taX...eoeeseeseeseons 6,376 6.2 6,352 6.3 5,400 5.5 5979 5.8 6,384 5.9 2,089 2,132

Selected excise taxes .oveeseess 803 0.8 840 0.8 790 0.8 937 0.9 978 0.9 331 298
Total taxes on goods and
services 7,179 7.0 7,192 72 6,189 6.3 6916 6.7 7,362 6.8 2,420 2430
Income Tax... 4,161 4.1 4,734 4.7 3,640 3.7 3,764 3.7 4,803 4.4 1,833 2,034
Taxes on International Trade

Import duties 1,357 1.3 2,026 2.0 1,633 1.7 1,468 1.4 1,561 1.4 489 469

Export duties” .. 1,406 14 1278 13 815 08 935 09 1,02 1.0 349 302
Total taxes on international
trade 2,763 2.7 3,304 33 2,448 2.5 2,403 2.3 2,602 2.4 838 771
VEhiCle taX.eeessesssssssessessessessess 228 0.2 223 0.2 195 0.2 191 0.2 215 0.2 85 85
Other taxes 129 0.1 135 0.1 1,546 1.6 805 0.8 440 0.4 139 157
Total tax revenue .. 14,460 14.1 15,588 15.6 14,017 14.3 14,078 13.7 15422 14.2 5,315 5,477
Non-tax revenue 2,061 2.0 2,021 2.0 2,152 22 2,098 2.0 2,245 2.1 718 590
Transfers ...........oc.cooeverereen 95 0.1 471 0.5 383 04 318 03 458 04 76 58
Total revenues .......oceveseeseseene 20,381 19.9 20,344 20.3 18,556 19.0 18,170 17.6 20,233 18.7 6,724 6,662
Current expenditure
Interest accrual

Foreign 715 0.7 971 1.0 1,148 1.2 1,614 1.6 2,074 1.9 580 881

Domestic 682 0.7 789 0.8 791 0.8 868 0.8 905 0.8 289 296
Total interest accrual.ececescesees 1,397 1.4 1,759 1.8 1,938 2.0 2,482 24 2979 2.7 869 1,178
Wages and salarieS...oeeeesesens 8,359 82 8,761 8.7 8,870 9.1 9,140 89 9,451 8.7 2,912 20918
Purchase of goods and
SETVICES vessessessesssssessssssssssssssssns 2,490 24 2,409 24 1,935 2.0 2,139 2.1 2,420 2.2 539 648
Other current expenditures...... 998 1.0 691 0.7 742 0.8 715 0.7 769 0.7 281 236
Transfers.... . L737 L7 863 09 1,028 1.1 L155 1.1 1,651 15 518 934
Total current expenditure .... 14,981 14.6 14,484 14.5 14,514 148 15,630 152 17,270 159 5117 5,914
Capital expenditure
Fixed capital expenditure........ 8,290 8.1 5,532 5.6 6,105 6.2 5,087 49 3243 3.0 680 285
Other 22 - 152 0.1 394 0.4 369 0.4 145 0.1 72 0
Capital Transfers..eeseeseseens 3,501 34 4,117 4.1 3,092 3.2 3,226 3.1 3,497 3.2 1,089 967
Total capital expenditure ..... 11,812 11.5 9,801 99 9590 9.8 8681 84 6,885 64 1,841 1,252
Total Expenditure® ............. 26,794  26.2 24,285 24.5 24,103 24.6 24,312 23.6 24,154 22.3 6,958 17,166
Adjustment on treasury
ACCOUNLS vaversesssessessasssnssssesansans - - - - n/a n/a n/a n/a - 0.0 - -
Overall surplus or deficit weuee. -6,413 -6.3  -3,941 4.0 -5548 -5.7 -6,142 6.0 -3921 -3.6 234 -504

Source: Based on figures from the Central Bank June 2019 Monthly Bulletin (Table 2.2.1).

(1) Figures for the period from January 1, 2019 to April 30, 2019 were calculated based on aggregations of figures for the first quarter of
2019 and the month of April, 2019, as published in Table 2.2.1. Figures for the period from January 1, 2018 to April 30, 2018 were
calculated based on the figures for the first quarter of 2018 as published in the same bulletin plus figures for the month of April 2018
as published in the August 2018 monthly bulletin.

(2) Revenues are cash, expenditures are accrued.

(3) Includes all interest payments under foreign debt obligations.
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Taxation and Customs

In 2014, Central Government revenues totaled U.S.$20,381 million (equivalent to 19.9% of GDP), of
which U.S.$3,765 million (equivalent to 3.7% of GDP) corresponds to petroleum revenues, U.S.$14,460 million
(equivalent to 14.1% of GDP) corresponds to tax revenue, U.S.$2,061 million (equivalent to 2.0% of GDP)
corresponds to non-tax revenue and U.S.$95 million (equivalent to approximately 0.1% of GDP) is in respect of
transfers received.

In 2015, Central Government revenues totaled U.S.$20,345 million (equivalent to 20.3% of GDP), of
which U.S.$2,264 million (equivalent to 2.3% of GDP) corresponds to petroleum revenue, U.S.$15,588 million
(equivalent to 15.6% of GDP) corresponds to tax revenue, U.S.$2,021 million (equivalent to 2.0% of GDP)
corresponds to non-tax revenue and U.S.$471 million (equivalent to approximately 0.5% of GDP) is in respect of
transfers received.

In 2016, Central Government revenues totaled U.S.$18,556 million (equivalent to 19.0% of GDP), of
which U.S.$2,003 million (equivalent to 2.0% of GDP) corresponds to petroleum revenue, U.S.$14,017 million
(equivalent to 14.3% of GDP) corresponds to tax revenue, U.S.$2,152 million (equivalent to 2.2% of GDP)
corresponds to non-tax revenue and U.S.$383 million (equivalent to 0.4% of GDP) is in respect of transfers received.
This resulted in a deficit of U.S.$5,548 million in 2016, an increase in the deficit compared to the deficit of
U.S.$3,941 million in 2015. This increase in the deficit is primarily due to decreases in petroleum revenue and non-
petroleum revenue as well as in revenue from certain taxes.

In 2017, Central Government revenues totaled U.S.$18,170 million (equivalent to 17.6% of GDP), of
which U.S.$1,676 million (equivalent to 1.6% of GDP) corresponds to petroleum revenue, U.S.$14,078 million
(equivalent to 13.7% of GDP) corresponds to tax revenue, U.S.$2,098 million (equivalent to 2.0% of GDP)
corresponds to non-tax revenue and U.S.$318 million (equivalent to 0.3% of GDP) is in respect of transfers received.
This resulted in a deficit of U.S.$6,142 million in 2017, an increase in the deficit compared to the deficit of
U.S.$5,548 million in 2016. This increase of U.S.$594 million in the deficit is primarily due to a decrease in total
revenues mainly from lower petroleum revenues and lower transfers and an increase in current expenditure.

In 2018, Central Government revenues totaled U.S.$20,233 million, while total expenditures were
U.S.$24,154 million. This resulted in a deficit of U.S.$3,921 million in 2018, a decrease in the deficit compared to
the U.S.$6,142 million deficit in 2017. This decrease in the deficit is primarily due to an increase in non-oil revenue
as well as an optimization of investment projects.

For the first four months of 2019, Central Government revenues totaled U.S.$6,662 million, while total
expenditures were U.S.$7,166 million. This resulted in a deficit of U.S.$504 million for the first four months of
2019, an increase in the deficit compared to the U.S.$234 million deficit for the first four months of 2018.

The 2008 Constitution grants the National Assembly the authority to create, amend or eliminate taxes by
means of the law, without detriment to the attributions granted to Autonomous Decentralized Governments.
Pursuant to the 2008 Constitution, only the President may submit bills that levy, amend or eliminate taxes.
Municipal governments may also levy taxes. The 2008 Constitution provides that tax policy will promote
redistribution and will stimulate employment, the production of goods and services, as well as ecologically, socially
and economically responsible conduct. Furthermore, the 2008 Constitution expressly prioritizes direct and
progressive taxes.

The value added tax applies to most sales of tangible assets as well as most services, except for educational,
public transportation, public services, childcare services and others. In the first four months of 2019, the value-
added tax generated U.S.$2,132 million of total tax revenues, an increase from the U.S.$2,089 million generated in
the first four months of 2018. In 2018, the value-added tax generated U.S.$6,384 million of total tax revenues, an
increase from the U.S.$5,979 million generated in 2017. This increase was mainly due to the amounts of value-
added tax collected from the non-financial public sector. The value-added tax has been the largest component of tax
revenues in the past five years, generating U.S.$5,979 million of total tax revenues in 2017, an increase from
U.S.$5,400 million in 2016. This increase was due to an improvement in economic activity. The value added tax
steadily increased from 2012 to 2015, generating U.S.$5,415 million in 2012 and U.S.$6,352 million in 2015. The
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increase from 2012 to 2015 was not due to an increased rate which held steady at 12% for eight years until the Law
of Solidarity increase to 14% for one year from June 1, 2016 until June 1, 2017 when that rate returned to 12%.
Instead, the increase in revenues was due to the Government’s increased capacity to collect this tax due to an
improved administrative system and the tax reforms described in further detail below.

The second largest component of tax revenues is income tax, which accounted for U.S.$2,034 million of
tax revenues in the first four months of 2019, a decrease from U.S.$1,833 million of tax revenues in the first four
months of 2018. In 2018, income tax accounted for U.S.$4,803 million of tax revenues, an increase from
U.S.$3,764 million of tax revenues in 2017 and U.S.$3,640 million of tax revenues in 2016. Effective personal
income tax rates for residents and non-residents who file tax returns in Ecuador range from 0% to 35%. The
standard corporate tax rate in 2014 was 22%, down from 25% in 2012. However, a tax reform enacted in December
2014 increased the corporate tax rate to 25% for profits on distributions from Ecuadorian entities to residents
domiciled in tax havens. Non-resident individuals are also subject to a flat income tax of 22% in 2013 (down from
24% in 2011 and 23% in 2012). The standard corporate tax rate for 2015 was 22% but increased to 25% for 2016
due to the 3% increase established by the Law of Solidarity. However, although the standard corporate tax rate
decreased back to 22% for 2017, it was then increased to 25% under the Organic Law for the Reactivation of the
Economy, Strengthening of Dollarization and Modernization of Financial Management.

The third largest component of tax revenues is social security contributions, which accounted for
U.S.$1,882 million of tax revenues in the first four months of 2019, an increase from U.S.$1,799 million of tax
revenues in the first four months of 2018. In 2018, social security contributions accounted for U.S.$5,553 million of
tax revenues, an increase from U.S.$5,415 million of tax revenues in 2017 and U.S.$4,741 million of tax revenues in
2016.

Despite the decrease in revenues due to the fall of the price of oil in 2015 and 2016, revenues from income
taxes have also steadily increased in the past six years. This increase is due to several tax reforms implemented
during this period. Furthermore, the Organic Law for Productive Development, enacted on August 21, 2018,
established an amnesty for interest, fines and surcharges on overdue tax obligations as of April 2, 2018, that is
expected to bring in U.S.$602 million.

Tax Reforms

Historically, many individuals and companies did not pay taxes in Ecuador. Upon taking office, former
President Correa aimed to change this behavior and institute a culture of paying taxes among citizens and companies.
To that end, the Ministry of Education established the Dia de la Cultura Tributaria (“Tax Culture Day”) to be
commemorated every April 27 and ran multiple television advertisements concerning the importance of tax
payments. Ecuador completed these cultural efforts with legal reforms. Two of the most important reforms include
the Reform Act to the Internal Tax Regime Law and the Reform Act for Tax Equity in Ecuador, which were enacted
on December 23, 2009 and include the following measures:

® a 1% to 2% Currency Outflow tax, which was subsequently amended in November of 2011 to a 5%
Currency Outflow Tax with an exemption, established in 2016, for the first U.S.$1,098 and U.S.$5,000
if a debit card or credit card is used (for more information regarding the Currency Outflow Tax, see
“Balance of Payments and Foreign Trade—Foreign Trade—Trade Policy”);

e taxation on dividends received by company shareholders as profits;

e changes in the manner in which the Impuesto a los Consumos Especiales (‘“Special Consumer Good
Tax* or “ICE”) calculates taxes on certain items for products such as cigarettes, alcoholic beverages
and soft drinks. See “The Ecuadorian Economy—Economic and Social Policies—Environmental

Improvement and State Resources Optimization Law’”;

® incentives for the production sector, such as a proposal to return the VAT for certain tourism activities,
and exemptions on tax for reinvestment in science and technology; and
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e arefund of the 12% VAT (increased to 14% for 2016 and returned to 12% effective June 1, 2017) for
the public sector.

Other measures include the institution of numerous new individual tax deductions that encouraged the
participation in payment of taxes. Taxpayers can apply these new deductions prior to the end of the tax year.
Ecuador believes that the deductions and the advance payment system encourage participation and decreased the
rate of tax evasion in the country. Ecuador has also improved its tax administration system to more easily identify
tax evasion.

In December 2012, the National Assembly enacted the Comprehensive Law of Redistribution of Income
for Social Expenditures, which went into effect on January 1, 2013. This law expands the scope of the VAT to
certain financial services provided by credit card administrators and private financial entities that were previously
exempt.

In August 2014, a U.S.$42 flat tariff rate was introduced for all international purchases under U.S.$400 that
are delivered by courier and weigh up to 4 kilograms. Before the introduction of this flat tariff, only international
purchases delivered by courier in excess of U.S.$400 and 4 kilograms were subject to tariffs. This flat tariff is
intended to encourage local market consumption by discouraging small online purchases made outside the country.
The tariff is imposed on courier services for each package that enters the country. Packages shipped through certain
state-owned postal services subject to international treaties will be exempt from the tariff. Books for students for
educational purposes are also exempt.

The Organic Law for Productive Development, enacted on August 21, 2018, established a reduced income
tax rate for capital gains on the sale of shares of stock in a range from O to 10%. As of the date of this Supplement,
the Government’s tax authorities are currently studying a proposal to create different tax rates for income from
capital and income from labor, which as of the date of this Supplement are, with some exceptions, taxable at the
same rate.

Foreign Aid

As of 2012, Ecuador is no longer listed as a country in need of foreign aid based on revenue per capita
requirements from the World Bank.

Central Government Expenditures

In 2014, Central Government expenditures represented U.S.$26,794 million before decreasing to
U.S.$24,285 million in 2015. In 2015, while wages and salaries, increased by 4.8% from 2014 to U.S.$8,761 million
(constituting 36% of Central Government spending and 8.7% of total GDP), fixed capital expenditures, decreased by
33.3% from 2014 to U.S.$5,542 million (constituting 23% of Central Government spending and 5.6% of total GDP).
This decrease in capital expenditure is primarily due to decreased investment in Government projects as a result of
budget adjustment, with the previously budgeted capital expenditure being deferred to later years. In 2016, Central
Government expenditures represented U.S.$24,103 million before increasing to U.S.$24,312 million in 2017. This
increase in capital expenditure is primarily due to an increase of U.S.$1,116 million in current expenditure
principally due to interest payments and increases in institutional salaries like teaching, the health care professions,
the armed forces, and police, among others. Expenses for goods and services also increased in 2017 due to the
opening of hospitals, schools, and community police units while capital expenditure decreased due to an
optimization of investment projects. In 2018, Central Government expenditures represented U.S.$24,154 million
compared to U.S.$24,312 million in 2017. In 2018, while the current expenditure increased by 10.5% from 2017 to
U.S.$17,270 million, capital expenditure decreased by 20.7% from 2017 to U.S.$6,885 million. This increase in
capital expenditure is primarily due to the payment of salaries on the public sector, the purchase of goods and net
transfers. The decrease in capital expenditure in 2018 compared to 2017 is primarily due to a decrease in gross fixed
capital formation.

146



2018 and 2019 Budgets

On November 1, 2017, President Moreno presented the 2018 Draft Budget to the National Assembly for
approval. On November 17, 2017, the Comision del Régimen Economico (the “Committee for Economic Regime”)
approved the 2018 Draft Budget and issued a report making recommendations with respect to it. Later, on
November 29, 2017, the National Assembly approved the 2018 Draft Budget (the “2018 Budget”). The 2018
Budget provided for a budget of approximately U.S.$34.8 billion, a 5.3% decrease from the U.S.$36.8 billion
approved for the 2017 Budget. The 2018 Budget assumed an average crude oil price of U.S.$41.92 per barrel,
estimated a GDP rate growth of 2.04% and an average annual inflation rate of 1.38%. The 2018 Budget provided for
about U.S.$18,325 million in tax revenues, U.S.$6,539 million in non-tax revenues and U.S.$9,988 million in
financial revenues. As part of the Government’s austerity measures, and following the Budget Vice-Secretary’s
report recommending budget cuts on permanent and non-permanent expenditures of the Republic’s Executive
function, on June 28, 2018, the Ministry of Economy and Finance issued Resolution No. 54 reducing the 2018
Budget by U.S.$500 million.

On October 31, 2018, the Ministry of Economy and Finance presented the 2019 Draft Budget (the “2019
Draft Budget”) to the National Assembly. The 2019 Draft Budget provided for a budget of approximately
U.S.$31,319 million, which represented a 2.8% decrease from the 2018 Draft Budget. The 2019 Draft Budget
assumed an average crude oil price of U.S.$58.29 per barrel, estimated a GDP rate growth of 1.43% and an average
annual inflation rate of 1.07%. The 2019 Draft Budget provided for about U.S.$22,361 million in total revenues and
U.S.$26,016 million in total expenses, for an expected global deficit of U.S.$3,655 million, representing 3.2% of the
GDP. On November 29, the National Assembly made 17 proposed changes, or recommendations, to the 2019 Draft
Budget recommending, among others, maintaining the 2018 budget allocations for several ministries and agencies,
including allocations to higher education, health and foreign commerce, that present cuts in the 2019 Draft Budget.
On December 10, 2018, the Ministry of Economy and Finance sent the National Assembly a revised 2019 Draft
Budget accepting nine of the 17 recommendations and reducing the Draft Budget by U.S.$17 million to U.S.$31,301
million, by, among other changes, adjusting the projected oil price per barrel to U.S.$50.05 and overturning the
originally proposed cuts to health and higher education. On December 18, 2018 the National Assembly failed to
ratify its objections into law and the 2019 Draft Budget (as sent to the National Assembly on December 10, 2018)
became effective (the “2019 Budget”). The 2019 Budget provides for a budget of approximately U.S.$31,301
million. The 2019 Budget provides for about 22,362 million in total revenues and U.S.$25,998 million in total
expenses, for an expected global deficit of U.S.$3,637 million. The 2019 Budget assumes an average crude oil price
of U.S.$50.05 per barrel, estimates a GDP rate growth of 1.43% and an average annual inflation rate of 1.07%.

Article 118 of the Public Planning and Finance Code grants the Ministry of Economy and Finance the
authority to modify any approved budget in an amount of up to 15% of any approved allocation. From time to time,
the Ministry of Economy and Finance revises and adjusts the sources and uses of funds initially provided for in the
budget.

147



PUBLIC DEBT
General

Public sector aggregate debt, including internal and external debt of the financial and non-financial public
sector and the external Central Bank debt balance, was U.S.$38,136.6 million as of December 31, 2016, compared
to U.S.$32,771.2 million as of December 31, 2015 and U.S.$30,140.2 million as of December 31, 2014.

Between October 2016 and October 2018, pursuant to Decree 1218, the consolidated methodology was the
legal methodology in Ecuador to calculate the public sector debt to GDP in Ecuador and was in accordance with the
IMF methodology, the IMF GFS. However, on October 30, 2018, the repeal of Decree 1218 became effective.

Public sector consolidated debt, including internal and external debt of the financial and non-financial
public sector and the external Central Bank debt balance, was U.S.$36,440.0 million as of December 31, 2018,
compared to U.S.$32,639.5 million as of December 31, 2017 and U.S.$26,810.6 million as of December 31, 2016.
The ratio of total public sector consolidated debt to GDP increased from 27.2% as of December 31, 2016 to 32.5%
as of December 31, 2017.

Since April 2018, Ecuador has been using the aggregation methodology to calculate the public debt to GDP
ratio. Public sector aggregate debt, including internal and external debt of the financial and non-financial public
sector and the external Central Bank debt balance, was U.S.$49,463.4 million as of December 31, 2018, compared
to U.S.$46,535.6 million as of December 31, 2017. The ratio of total public sector aggregate debt to GDP increased
from 44.6% as of December 31, 2017 to 45.2% as of December 31, 2018.

Public sector aggregate debt, including internal and external debt of the financial and non-financial public
sector and the external Central Bank debt balance, was U.S.$51,214.8 million as of March 31, 2019, compared to
U.S.$48,931.3 million as of March 31, 2018. This increase in public sector aggregated debt was primarily due to
disbursements of existing loans with the China Development Bank, the issuance of the 2028 Notes, the GSI Repo
Transaction, the CS Repo Transaction, and the issuance of the 2029 Notes.

Beginning with its April 2019 Debt Bulletin, Ecuador began issuing its periodic report on public debt under
the New Methodology for calculating the public debt to GDP ratio set forth in the Regulation Implementing the
Public Debt to GDP Ratio Calculation Methodology, see “Public Debt—Methodology for Calculating the Public
Debt to GDP Ratio” below. In this Supplement, public debt figures starting on April 30, 2019 have been calculated
based on the New Methodology.

Under the New Methodology, public sector aggregate debt, including internal and external debt of the
financial and non-financial public sector and the external Central Bank debt balance, was U.S.$55,905.5 million as
of June 30, 2019, compared to U.S.$47,978.3 million as of June 30, 2018. This increase in public sector aggregated
debt was primarily due to the inclusion under the New Methodology of new debt instruments in the definition of
public sector debt. Calculation of public sector external debt now includes oil presale contracts, the Central Bank’s
special drawing rights with the IMF and liabilities under intangible contractual rights. As for public sector internal
debt, the New Methodology now includes outstanding obligations of the Government (accrued but unpaid) to the
public and private sectors that were already recorded in the closed budgets of the General State Budget for previous
years and debt instruments entered into by entities of the non-financial public sector with the Ecuadorian
Development Bank.

The ratio of total public sector aggregate debt to GDP increased from 44.7% as of March 31, 2018 to
45.3% as of March 31, 2019. As of March 31, 2019, interest payments on all debt obligations represent
approximately 0.7% of GDP. The ratio of total public sector aggregate debt to GDP increased from 46.1% as of
June 30, 2018, to 51.2% as of June 30, 2019 under the New Methodology. As of June 30, 2019, interest payments
on all debt obligations represent approximately 1.6% of GDP. The Organic Law for Productive Development,
which became effective on August 21, 2018, provides that for the period from 2018 to 2021 and until the public debt
reaches a level below the public debt ceiling of 40% of GDP, such public debt ceiling will not apply.
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On December 20, 2018, the Regulation to the Organic Law for Productive Development became effective
amending, among others, article 133 of the Rules to the Public Planning and Finance Code to provide that the
Ministry of Economy and Finance will produce both aggregated and consolidated financial statements of the public
debt for the public sector, the non-financial public sector and the central government in a period of no more than 60
days after the end of each month. These amendments also provide that in establishing the total amount of public
debt, the Ministry of Economy and Finance will consider the aggregate public debt/GDP indicator of the entities
constituting the public sector. This indicator will be calculated and projected based on the public debt aggregate
statements, at least for the final balances, for the following four years. Among other provisions, the regulation
provides guidance for calculating the debt to GDP ratio for these purposes, as well as for reducing the balance of the
public debt below 40% and for ensuring that the balance of the public debt does not exceed 40% of GDP after it has
been reduced, see “Public Debt—Organic Law for Productive Development, Investment, Employment and Fiscal
Stability”. See “Risk Factors—Risk Factors relating to Ecuador—The Republic may incur additional debt beyond
what investors may have anticipated as a result of a change in methodology in calculating the public debt to GDP
ratio for the purpose of complying with a 40% limit under Ecuadorian law, which could materially adversely affect
the interests of Noteholders” and “Risk Factors—The Office of the Comptroller General has issued a report with
conclusions from its audit to the Republic’s internal and external debt’ in this Supplement.

During President Moreno’s tenure, Ecuador has strengthened ties with Latin American-based multilateral
entities, including IDB, CAF, and FLAR, while opening to other multilateral entities such as the IMF. Ecuador
continues to collaborate with long-time partners such as China, Spain and Brazil.

Under the 2008 Constitution, the National Assembly has the power to adopt legislation governing the
issuance of public debt and to appropriate funds required for debt service. Acting pursuant to this constitutional
mandate, the National Assembly approved the Public Planning and Finance Code, which governs the procedures that
must be observed in all public debt matters. The Public Planning and Finance Code rules concerning public debt
apply to the Ministry of Economy and Finance, which is the only Government institution allowed to contract for the
issuance of sovereign debt by the Republic of Ecuador, as well as obligations of the municipalities guaranteed by the
Government.

Because all public debt governed by the Public Planning and Finance Code must comply with the public
indebtedness policies adopted by the executive branch, the Ministry of Economy and Finance must obtain the
approval of the Debt and Finance Committee of the Republic of Ecuador before signing any agreement with respect
to sovereign debt including the Additional Notes. See “Monetary System—Fiscal Policy.” This requirement is
established by Article 289 of the 2008 Constitution and Article 139 of the Public Planning and Finance Code.
Approval is not required for any obligation that is less than 0.15% of the General State Budget and does not have a
sovereign guarantee. Any contract entered into by the Ministry of Economy and Finance that required, but did not
obtain the approval of the Debt and Finance Committee is null and void and unenforceable and may give rise to civil
and criminal liability for the individuals involved. Approval of the Debt and Finance Committee is evidenced by a
signed memorandum signed by each member of the Debt and Finance Committee. Once the Ministry of Economy
and Finance obtains approval of the Debt and Finance Committee, it may sign the agreement incurring debt
obligations, provided that the Attorney General of Ecuador has approved any clauses providing for the application of
foreign law and/or arbitration in a foreign jurisdiction. Loan proceeds are disbursed to the Ministry of Economy and
Finance, which in turn, transfers such proceeds to the ultimate borrower.

The use of proceeds for public debt is limited by Article 126 of the Public Planning and Finance Code.
Under the Public Planning and Finance Code, proceeds of public debt transactions may only be used to: (1) finance
Government programs, (2) finance infrastructure projects that have the capacity to repay the debt obligation and (3)
refinance an existing external debt obligation on more favorable terms. The Public Planning and Finance Code
prohibits public transactions for the purpose of paying ongoing expenses, with the exception of expenses related to
health, education, and justice, under exceptional circumstances as determined by the President.

Although public debt service is the primary responsibility of the entity for whose benefit the loan was
received, debt governed by the Public Planning and Finance Code is an obligation of the Government. Accordingly,
transfers from the Government to any entity pursuant to the annual budget take into account debt service obligations
for the following year.
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This external debt process is in place to manage Ecuador’s level of debt. The system of authorization
through the Constitution and the Debt and Finance Committee, plus the 40% of debt to GDP limit and other
provisions from the Public Planning and Finance Code, seek to maintain a stable external debt and have resulted in a
low debt to GDP ratio as compared to other countries.

External Debt

The total external debt of the public sector in Ecuador was U.S.$35,729.7 million as of December 31, 2018,
compared to U.S.$31,749.8 million as of December 31, 2017, U.S.$25,679.3 million as of December 31, 2016,
U.S.$20,225.2 million as of December 31, 2015 and U.S.$17,581.9 million as of December 31, 2014. The increase
in public sector external debt between December 31, 2014 and December 31, 2018 was primarily the result of the
disbursements of loans to develop various major infrastructure projects, mostly related to hydroelectric energy in
Ecuador, to promote energy independence and reduce reliance on non-renewable energy sources, and the issuance of
the 2020 Notes, the 2022 Notes, the 2026 Notes, the PAM 2029 Notes, the PAM Second Remarketing Notes, the
2023 Notes, the 2027 Notes, the Second 2027 Notes, the 2028 Notes, and the Republic’s entrance into the GSI Loan
Facility, the GSI Repo Transaction and CS Repo Transaction.

Public external debt as of March 31, 2019 was U.S.$37,080.3 million, an increase from U.S.$34,566.9
million as of March 31, 2018 due primarily to disbursements of loans from the China Development Bank and AFD,
disbursements of outstanding loans with multilateral entities, the Republic’s entrance into the GSI Repo Transaction
and the CS Repo Transaction, and the issuance of the 2029 Notes. Under the New Methodology, public external
debt as of June 30, 2019 was U.S.$39,279 million, an increase from U.S.$34,000 million as of June 30, 2018. This
increase was primarily due to the issuance of the 2029 Notes in January 2019, the disbursements received during
that period from multilateral organizations including the IMF in the amount of U.S.$1,987.4 million and the China
Development Bank in the amount of U.S.$225 million, other disbursements from bilateral lenders, the inclusion in
the definition of public external debt under the New Methodology of oil presale contracts, the Central Bank’s special
drawing rights with the IMF, and liabilities under intangible contractual rights. As of March 31, 2019, total
indebtedness owed to multilateral institutions was U.S.$10,054 million. As of June 30, 2019, total indebtedness
owed to multilateral institutions was U.S.$11,080 million. The Republic is current on all its obligations to
multilateral institutions.

The following table sets forth information regarding Ecuador’s public sector external debt as of dates

indicated.
Public Sector External Debt
(by debtor, in millions of U.S. dollars at the end of the year, except percentages)
As of December 31, As of June 30,

2014 20157 2016" 2017 2018 2018 2019%
Central Government 15,434 18,183 23,141 28,296 32,473 30,638 34,949
Public financial and non-financial entities ......................... 2,148 2,042 2,538 3,454 3,257 3,362 4,330
Total 17,582 20,225 25,679 31,750 35,730 34,000 39,279
External public debt as a percentage of nominal GDP“ 17.3% 20.4% 25.7% 30.4% 32.6% 32.7% 36.0%

Source: Figures as of June 30, 2019, from the Ministry of Economy and Finance June 2019 Bulletin. Figures as of June 2018, from the
Ministry of Economy and Finance June 30, 2018 Bulletin. Annual figures from the Ministry of Economy and Finance March 2019
Bulletin.

(1) Includes the 2024 Notes.

(2) Includes the 2024 Notes and the 2020 Notes.

(3) Includes the 2024 Notes, the 2020 Notes, the 2022 Notes and the 2026 Notes.

(4) Includes the 2024 Notes, the 2020 Notes, the 2022 Notes, the 2026 Notes, the 2023 Notes, the 2027 Notes, the Second 2027 Notes, the 2028 Notes,

the PAM 2019 Notes, the PAM First Remarketing Notes, the PAM Second Remarketing Notes and the GSI Loan Facility.

(5) Includes the 2029 Notes.

(6) May 31, 2019 figures have been calculated following the New Methodology. It includes oil presale contracts, the Central Bank’s special drawing

The following table shows the composition of the Republic’s external public debt by type of creditor for the
periods presented. Provincial governments and municipalities may incur debt through the Ministry of Economy and
Finance if they follow certain requirements established by law, and certain provincial and municipal governments
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have issued external debt, which is included in the table above under the heading of “Public financial and non-
financial entities.”

Public Sector External Debt by Type of Creditor

(in millions of U.S. dollars)

As of December 31, As of June 30,
2014 2015 2016 2017 2018 2018 2019%
Multilateral 6,560 7,928 8,247 8,488 9,462 8,331 11,080
Bilateral 6,145 6,425 7,998 7,405 6,770 6,832 6,678
Commercial and Bonds .............coooveveeuenn... 4,877 5,873 9,434 15,858 19,498 18,837 21,522
Total Public Sector External Debt ......... 17,582 20,225 25,679 31,750 35,730 34,000 39,279

Source: Figures as of June 30, 2019, from the Ministry of Economy and Finance June 2019 Bulletin. Figures as of June 30, 2018, from the

Ministry of Economy and Finance June 2018 Bulletin. Annual figures from the Ministry of Economy and Finance March 2019 Bulletin.

(1) Debt calculation includes oil presale contracts, the Central Bank’s special drawing rights with the IMF and liabilities under intangible
contractual rights.

The increase in bilateral debt of the Republic and public financial and non-financial entities from December
31, 2014 to December 31, 2018 was due mainly to the disbursements of existing loans with the China Development
Bank, the China Exim Bank and the French Development Agency.

As of December 31, 2016, the top three bilateral lenders to Ecuador were China, Brazil, and Spain, with
debt levels of U.S.$6,974.5 million (87.2% of the total bilateral debt), U.S.$227.7 million (2.8% of the total bilateral
debt) and U.S.$133.4 million (1.7% of the total bilateral debt), respectively.

As of December 31, 2017, the top three bilateral lenders to Ecuador were China, United States of America,
and Spain, with debt levels of U.S.$6,338.9 million (85.6% of the total bilateral debt), U.S.$537.5 million (7.3% of
the total bilateral debt) and U.S.$420.2 million (5.7% of the total bilateral debt), respectively.

As of December 31, 2018, the top three bilateral lenders to Ecuador were China, France and Spain, with
debt levels of U.S.$5,695.9 million (84.1% of the total bilateral debt), U.S.$348.5 million (5.1% of the total bilateral
debt) and U.S.$226.3 million (3.3% of the total bilateral debt), respectively.

As of March 31, 2019, the top three bilateral lenders to Ecuador were China, France and Spain, with debt
levels of U.S.$5,711.2 million (84.5% of the total bilateral debt), U.S.$360.1 million (5.3% of the total bilateral
debt) and U.S.$222.4 million (3.3% of the total bilateral debt), respectively. As of March 31, 2019, total
indebtedness owed to bilateral entities was U.S.$6,760.3 million.

As of June 30, 2019, the top three bilateral lenders to Ecuador were China, France and Spain, with debt
levels of U.S.$5,565.1 million (84.3% of the total bilateral debt), U.S.$383.4 million (5.7% of the total bilateral
debt) and U.S.$221.5 million (3.3% of the total bilateral debt), respectively. As of June 30, 2019, total indebtedness
owed to bilateral entities was U.S.$6,678.2 million. The Republic is current on all of its obligations to bilateral
lenders.

Total indebtedness owed to multilateral institutions was U.S.$11,080 million as of June 30, 2019,
U.S.$10,053.6 million as of March 31, 2019, U.S.$9,461.9 million as of December 31, 2018, U.S.$8,487.6 million
as of December 31, 2017, and U.S.$8,247.2 million as of December 31, 2016. The Republic is current on all its
obligations to multilateral institutions.

From 2010 to 2016, Ecuador entered into four separate loan agreements with China Development Bank
totaling U.S.$7,000 million, which are related to a multi-party contractual structure that involves crude oil delivery
contracts entered into with PetroChina and Unipec. Deliveries under these contracts are based upon international
spot prices, such as WTI plus or minus a spread, plus a premium paid due to the term of the contracts. The spread is
calculated using Argus, a crude oil price assessment publication (“Argus”) and the quality of crude oil as measured
by the American Petroleum Institute. Under these agreements, Ecuador is required to invest the loaned amounts in
specific infrastructure projects or programs in Ecuador. The first loan agreement, signed in 2010, totaling
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U.S.$1,000 million, was repaid in its entirety, at the end of its original four-year term. The second loan agreement,
signed in 2011, totaling U.S.$2,000 million, had an eight-year term and was voluntarily prepaid in its entirety on
September 27, 2018. The third loan agreement, signed in 2012, totaling U.S.$2,000 million, has an eight-year term.
The fourth loan agreement, signed on April 29, 2016, totaling U.S.$2,000 million, has a maturity of eight years and
was signed as a result of the memorandum of understanding entered into between the parties on January 7, 2015,
initially contemplating an amount of U.S.$1,500 million.

On December 22, 2016 the Municipality of Ibarra entered into a U.S.$52.5 million loan with the World
Bank for a transport infrastructure improvement project. The loan has a term of twenty-four years and is guaranteed
by Ecuador acting through the Ministry of Economy and Finance.

On December 22, 2016, Ecuador, acting through its Ministry of Economy and Finance, entered into a 12
year term loan facility for U.S.$167.4 million with Bank of China Limited, Beijing Branch, Bank of China Limited
Liaoning Branch, Bank of China Limited, Panama Branch, Bank of China, Hong Kong Branch and Deutsche Bank
AG, Hong Kong Branch. The proceeds of the facility were used to finance the construction of schools in Ecuador
and purchase of related goods and equipment.

On December 22, 2016, Ecuador entered into a U.S.$90.5 million loan with the World Bank for a term of
35 years to finance a project to increase the enrollment of technical and technological educational programs in
Ecuador and strengthen the institutional management of such programs.

On December 28, 2016, Ecuador entered into a U.S.$72.9 million credit agreement with a term of twenty
years with the European Investment Bank to finance the construction, renovation and equipment of 21 technical and
technological institutes of higher education in Ecuador.

On February 2, 2017, the IESS entered into a U.S.$25 million credit agreement with Consorcio NHQ with
50% of the total principal amount due 30 days from the date of execution of the agreement and the remaining 50%
of the total principal amount due 24 months from the date of execution of the agreement and will be used to partially
finance the construction and equipment of a hospital in the city of Quito.

On February 21, 2017, Ecuador entered into a U.S.$50 million loan with the JBIC with a term of 12 years
to finance an energy efficiency project related to residential water heating.

On March 14, 2017, Ecuador entered into a U.S.$200 million loan with the CAF with a term of two years
to partially finance projects relating to the generation, distribution and transmission of electricity, of which only
U.S.$80 million were ultimately disbursed.

On April 1, 2017, Ecuador entered into a U.S.$75 million loan with AFD with a term of 20 years to finance
certain educational projects.

On April 18, 2017, Ecuador entered into a U.S.$60 million loan with the IDB with a term of 25 years to
finance the reconstruction of electrical infrastructure in areas affected by the Pedernales Earthquake and the
incorporation of seismic resistant infrastructure in the provinces of Esmeraldas, Manabi and Santo Domingo.

On May 22, 2017, the IESS entered into a seven year U.S.$47 million credit agreement with Deutsche
Bank, Sociedad Andénima Espaifiola, Banco Santander, S.A. and Banco Popular Espafiol, S.A. guaranteed by
Ecuador to partially finance the construction and the purchase of equipment for the IESS hospital in the city of Quito.

On August 11, 2017, Ecuador entered into a U.S.$65 million credit facility agreement with the AFD with
the principal amount due in semi-annual installments and with the last installment due on December 1, 2036. The
proceeds will be used to finance the reconstruction of housing by CFN or CONAFIPS adding earthquake resistant
features and to reactivate the main productive sectors in the Ecuadorian provinces most affected by the Pedernales
Earthquake.
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On October 20, 2017, the Ecuadorian Development Bank entered into an eight year U.S.$200 million facility
agreement with China Development Bank guaranteed by Ecuador, acting through its Ministry of Economy and
Finance. The first tranche of U.S.$120 million will be used for on-lending by DBE to eligible Ecuadorian state-
owned enterprises and government agencies for purposes of financing projects in Ecuador that are approved by China
Development Bank. As of the date of this Supplement, U.S.$64 million corresponding to the first tranche have been
disbursed. The second tranche of U.S.$80 million will be used for on-lending by DBE to eligible Ecuadorian state-
owned enterprises and government agencies for purposes of financing payments to be made to suppliers in connection
with telecommunications, road construction, transportation and equipment, sewage, potable water and sanitation
projects. As of the date of this Supplement, no amount corresponding to the second tranche has been disbursed.

On December 20, 2017, the Republic entered into a credit facility agreement with the AFD for an amount
of up to U.S.$35 million to finance, in part, housing and reconstruction in Ecuadorian areas affected by the
Pedernales Earthquake. The first installment is due and payable on December 1, 2022 and the last installment is due
and payable on June 1, 2037.

On December 29, 2017, the Republic entered into a financing agreement with the International Fund for
Agricultural Development to finance the Revitalizing Project of Inclusive Alliances in Value Chains with the
purpose of improving the income of small producers of cacao, blueberry and cape gooseberry within a designated
area. The financing agreement establishes a facility for an amount of U.S.$25.66 million with a repayment term of
18 years and a donation for an amount of U.S.$250,000.

On June 30, 2018, the Republic entered into a financing agreement with the FLAR for an amount of
U.S.$368.8 million. This financing facility establishes a repayment term of three years with a year of grace for the
payment of principal. The loan was disbursed on July 5, 2018.

On September 7, 2018, the Republic entered into a U.S.$250 million additional loan facility with a final
amortization date of May 15, 2040, with IDB to finance costs related to the construction of a subway system in Quito.

On September 7, 2018, the Republic entered into a U.S.$237.6 million loan facility with a final amortization
date of December 15, 2042, with IDB to finance the phase I of a project to improve quality in the provision of social
services.

On September 14, 2018, Ecuador entered into a U.S.$150 million loan with the CAF with a term of 12
years, with a 12-month grace period for the payment of principal, to partially finance projects relating to the
generation, distribution and transmission of electricity.

On September 26, 2018, the Republic increased the existing financing agreement with Credit Suisse dated
October 27, 2014, for an additional amount of CHF100 million. This financing facility establishes a repayment term
of seven years.

On November 28, 2018 the Municipality of the Metropolitan District of Quito and CAF entered into a
U.S.$152.2 million loan agreement to partially finance the Quito subway system currently under construction. This
loan agreement is guaranteed by Ecuador acting through the Ministry of Economy and Finance.

On November 29, 2018, the Municipality of the Metropolitan District of Quito and the IBRD entered into a
U.S.$230 million loan agreement, to be repaid by March 15, 2038, to finance the construction of two subway
stations as well as other infrastructure and facilities, and the provisioning of equipment and technical and
implementation support for line one of the Quito subway system currently under construction. This loan agreement
is guaranteed by Ecuador acting through the Ministry of Economy and Finance.

On November 29, 2018, the Empresa Municipal de Agua Potable y Alcantarillado de Guayaquil
(“EMAPAG EP”) and the IBRD entered into a U.S.$233.6 million loan agreement, to be repaid by March 1, 2053,
to finance the increase of access to improved sanitation services and to reduce wastewater pollution in selected areas
of Guayaquil. This loan agreement is guaranteed by Ecuador acting through the Ministry of Economy and Finance.
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On December 11, 2018, the Republic and IDB entered into a U.S.$100 million loan agreement to be
disbursed in two installments in two years, with a final amortization date of October 15, 2038, to finance a program of
reforms in Ecuador promoting gender equality and equality for the disabled.

On December 12, 2018, the Republic and CAF entered into an up-to U.S.210 million loan agreement, with a
term of 15 years and a 42-month grace period for the payment of the principal, to partially finance programs
supporting the management of the Republic’s fiscal policy and the sustainability of public finance, among other
related goals.

On December 12, 2018, the Republic and the Export-Import Bank of China entered into an up-to RMB485.7
million loan facility agreement, with a 240-month maturity period, a 60-month grace period and a 180-month
repayment period, to cover the Republic’s financing needs for the construction of infrastructure projects agreed with
the joint venture China Road and Bridge Corporation & China National Electronics Import & Export Corporation on
November 30, 2017.

On December 12, 2018, the Republic and the China Development Bank entered into a U.S.$675 million
and RMB1,530 million facility agreement where each loan made under the facility shall be repaid in 16 installments,
each payable every three months. On December 28, 2018, an amount of U.S.$450 million was disbursed to the
Republic and on January 14, 2019 an additional amount of U.S.$225 million was disbursed to the Republic.

On March 12, 2019, the Republic entered into a U.S.$50 million loan facility with IDB, with a final
amortization date of November 15, 2043, to finance a program aiming at improving the quality of public services for
child development in Ecuador.

On March 13, 2019, the Republic received from the IMF an initial disbursement of U.S.$652 million under
the IMF’s arrangement under the IMF’s Extended Fund Facility for Ecuador.

On April 10, 2019, the Republic entered into a U.S.$50 million loan facility with IDB, with a final
amortization date of November 15, 2043, to finance a program aiming at increasing private participation in public
investments in infrastructure and public services in Ecuador.

On April 1, 2019, Ecuador entered into a U.S.$192 million loan facility with the CAF, with a term of 18
years and grace period of 66 months, to partially finance projects relating to the maintenance of 1,183.9 kilometers
of roads in Ecuador.

On May 24, 2019, the Republic and the CAF entered into a U.S.$300 million loan agreement, with a term
of 15 years and a 42-month grace period for the payment of the principal, to finance programs and projects in the
logistics sector.

On May 24, 2019, the Republic entered into a U.S.$500 million loan agreement with the IDB with a final
amortization date of May 24, 2026 in order to support macroeconomic and fiscal stability, strengthen the
institutional framework of the Central Bank, and provide funds for social expenditure for the most vulnerable
segments of the population.

On May 28, 2019, the Republic and the CAF entered into a U.S.$100 million loan agreement, with a term of
16 years and a 66-month grace period for the payment of the principal, to partially finance the Environmental
Sanitation for Community Development Program.

On June 17, 2019, the Republic and the IBRD entered into a U.S.$500 million loan agreement with a final
principal payment date of June 1, 2049, with the goal of promoting more efficient mobilization and allocation of
government resources, removing barriers to private sector development and providing funds for social expenditure for
the most vulnerable segments of the population.
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On July 2, 2019, the Republic received from the IMF a second disbursement of U.S.$251 million under the
IMF’s arrangement under the IMF’s Extended Fund Facility for Ecuador.

On July 3, 2019, the Republic and the IDB entered into a U.S.$150 million loan agreement with a final
principal payment date of November 15, 2042, with the goal of providing support to the Republic’s plan to diversify
its energy matrix.

On July 12, 2019, the Republic and the IDB entered into a U.S.$93.9 million loan agreement with a final
principal payment date of June 15, 2044, with the goal of promoting housing to poor and vulnerable communities
under the Housing for All Project.

On July 22, 2019, the Republic and the IBRD entered into a U.S.$350 million loan agreement with a final
principal payment date of March 15, 2049, with the goal of improving equity, integration and sustainability of social
programs and providing technical assistance for capacity building, monitoring and evaluation of social programs.

On July 23, 2019, the Republic and the IDB entered into a U.S.$300 million loan agreement with a final
principal payment date of April 15, 2039, with the goal of supporting the Government’s plan for fiscal stability to
facilitate sustainable growth and the preservation of the country’s main indicators of social development.

On July 23, 2019, the EPMAPS EP and the IDB entered into a U.S.$87.1 million loan agreement with
disbursements spread over six years with a final principal amortization date of July 23, 2043, with the goal of
providing financial support for the maintenance of Quito’s sewage and potable water systems. This loan agreement is
guaranteed by Ecuador acting through the Ministry of Economy and Finance.
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The following table lists current material bilateral and multilateral indebtedness by agreement and lender.

Material Public External Debt

Interest Rate

(in millions U.S.$)

Balance as of

Creditor Type Currency Date Issued Maturity June 30, 2019
Multilateral
IDB Variable US.$ 1971- 2019 2019-2049 5,445.2
CAF Variable US.$ 2006- 2018 2019-2038 3,433.2
IMF Variable DEG 2019 2031 652.9
FLAR Variable U.S.$ 2018 2021 368.8
Others" Fixed, Variable DEG, U.S.$ 1970-2018 2019-2053 1,179.4
Total Multilateral Debt 11,079.5
Bilateral
China Fixed, Variable RMB, U.S.$ 2010-2018 2020-2038 5,565.3
Brazil Variable U.S.$ 2012-2013 2022-2023 111.3
Spain Fixed U.S.$ 1990-2016 2020-2042 221.4
France Fixed, Variable Euro, U.S.$ 1988-2017 2018-2037 383.4
Italy Fixed Euro 1995-2016 2025-2048 16,4
Japan Fixed, Variable Yen, U.S.$ 1996-2017 2024-2028 92,1
Others @ @ Fixed, Variable DEG, Won, 1986-2013 20222053 3713
Libra, Chf
Total Bilateral Debt 6,678.2
Other Debt 21,521.5
Total External Debt 39,279.3

Source: Ministry of Economy and Finance as of June 30, 2019. Calculation of material public sector external debt does not include
oil presale contracts, the Central Bank’s special drawing rights with the IMF and liabilities under intangible contractual rights.

(1) Other multilateral loans include loans with the International Bank for Reconstruction and Development and the International

Fund for Agriculture Development.

(2) Includes amounts from loans from Paris Club members.

(3) Other bilateral lenders include South Korea, Germany and the United States, among others.

(4) “Other debt” includes commercial debt and amounts owed under the 2030 Notes, the 2020 Notes, the 2022 Notes, the 2024
Notes, the 2026 Notes, the 2023 Notes, the 2027 Notes, the Second 2027 Notes, the 2028 Notes, the 2029 Notes, the PAM
2019 Notes, the PAM First Remarketing Notes, the PAM Second Remarketing Notes, the Brady Bonds, under the GSI Loan

Facility and under the GSI Repo Transaction and CS Repo Transaction.

The following table shows the rates of interest applicable to the outstanding principal balance of the
Republic’s public external debt at the dates indicated.
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Interest on Public Sector External Debt

As of December 31, 2017 As of December 31, 2018 As of June 30,2019?
Amount Percentage = Amount Percentage Amount Percentage
(in millions of U.S. dollars, (in millions of U.S. dollars, (in millions of U.S. dollars,
except percentages) except percentages) except percentages)
Fixed Rate
-3 et 1,662.1 5.23% 1,106.7 3.1% 2,451 6%
3-5%.. 580.7 1.83% 662.6 1.9% 936 3%
5-8%" 8,192.1 25.80% 7.859.4 22.0% 7,838 20%
More than 8% 10,439.1 32.88% 13,454.1 37.7% 14,111 36%
Floating Rate 10,875.8 34.25% 12,612.7 35.3% 13,941 35%
Total........ccooiviiiiiiiii 31,749.8 100% 35,695.5 100% 39,279 100%

Source: 2017 figures from Ministry of Economy and Finance December 2017 Bulletin, 2018 figures from Ministry of Economy and Finance
December 2018 Bulletin, and June 30, 2019 figures from Ministry of Economy and Finance June 2019 Bulletin.
(1) Reflect the amounts under the 2024 Notes.
(2) Reflects the amounts under the 2015 Notes, 2020 Notes, 2022 Notes, 2026 Notes, 2023 Notes, the 2027 Notes, the Second 2027 Notes,
the 2028 Notes, the PAM 2019 Notes, the PAM First Remarketing Notes, the PAM Second Remarketing Notes, the 2030 Notes and the 2029
Notes.
(3) Public sector external debt calculation includes oil presale contracts, the Central Bank’s special drawing rights with the IMF and liabilities
under intangible contractual rights.

The following table sets forth scheduled debt service for the Republic’s total public external debt for the
periods presented.

Public Sector External Debt Service Maturity 2019-2029
(in millions of dollars)
For the Year Ending December 31,

2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Central Government 4,643 6,100 4854 6,549 5395 6,159 3989 5460 7,088 5,886 3,343
Principal................ 2,288 3,620 2469 4326 3446 4523 2524 4105 6,049 5334 3,036
Interest.........o....... 2,355 2480 2385 2,222 1,949 1,636 1,465 1,355 1,039 551 307
Rest of Public Sector 995 857 376 306 283 270 242 184 159 140 178
Principal................ 846 718 265 208 195 187 177 136 121 109 152
Interest............... 150 139 110 99 89 83 65 48 38 31 25
Total Debt Service 5639 6957 5230 6855 5678 6429 4231 5644 7247 6,025 3,521

Source: Ministry of Economy and Finance as of April 2019.
Internal Debt

The Government’s internal debt consists of obligations to both public sector and private entities. Public
sector aggregate internal debt decreased from U.S.$12,558.3 million as of December 31, 2014 to U.S.$12,546.0
million as of December 31, 2015. Total public aggregate internal debt decreased by U.S.$88.6 million from
U.S.$12,546.0 million in December 31, 2015 to U.S.$12,457.4 million in December 31, 2016 because the amount of
debt repaid at maturity exceeded the amount of debt incurred during this period. Total public aggregate internal debt
increased by U.S.$2,328.3 million from U.S.$12,457.4 million in December 31, 2016 to U.S.$14,785.7 million in
December 31, 2017. This increase was primarily due to bond issuances by the Republic. As of December 31, 2018,
public sector aggregate internal debt was U.S.$13,733.7 million, a decrease from U.S.$14,785.7 million as of
December 31, 2017. This decrease was primarily due to the repayment of certain notes upon maturity. As of March
31, 2019, public sector aggregate internal debt was U.S.$14,134.5 million, a decrease from U.S.$14,364.3 million as
of March 31, 2018. This decrease was primarily due to the repayment of debt obligations to holders of the
Republic’s notes. Under the New Methodology, as of June 30, 2019, public sector aggregate internal debt was
U.S.$16,626.2 million, an increase from U.S.$13,978.3 million as of June 30, 2018. This increase was primarily due
to the inclusion in the calculation of the public sector aggregate internal debt under the New Methodology of loans
entered into by entities of the non-financial public sector with the Ecuadorian Development Bank and outstanding
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obligations of the Government (accrued but unpaid) to the public and private sectors that were already recorded in
the closed budgets of the General State Budget for previous years.

The following table sets forth the public sector aggregate internal debt for the periods presented.

Public Sector Aggregate Internal Debt

(in millions of U.S. dollars, except percentage)

As of December 31, As of June 30,
2014 2015 2016 2017 2018 2018 2019
Central Government NOtes ..................... 11,779 11,779 11,695 14,021 12,935 13,215 12,976
Governmental Entities ) ..........ccooooo...... 780 766 762 765 799 763 3,650
Total® 12,558 12,546 12,457 14,786 13,734 13,978 16,626
Internal public debt as a percentage of
nominal GDP® 12.3% 12.6% 12.5% 14.2% 12.5% 13.4% 15.2%

Source: Ministry of Economy and Finance March 2019 Bulletin. Figures as of June 30, 2019 and June 30, 2018, from the Ministry of Econonty

and Finance June 2019 and June 2018 Bulletins, respectively.

(1) Debt of the Government with the IESS and the Ecuadorian Development Bank.

(2) Calculated under the New Methodology and includes, in addition to the debt of the Government with the IESS and the Ecuadorian
Development Bank, outstanding obligations of the Government (accrued but unpaid) to the public and private sectors that were already
recorded in the closed budgets of the General State Budget for previous years and debt instruments entered into by entities of the non-
financial public sector with the Ecuadorian Development Bank.

(3) Total public sector internal debt under the aggregation methodology.

(4) Calculated using Central Bank GDP data.

As of June 30, 2019, approximately 78.0% of Ecuador’s internal public indebtedness consists of long-term
originally issued dollar-denominated notes. Currently, all internal debt obligations are issued through the Ministry
of Economy and Finance. As of June 30, 2019, approximately 92.6% of Ecuador’s internal public indebtedness
consists of debts of the Government with the IESS and the Ecuadorian Development Bank, outstanding obligations
of the Government (accrued but unpaid) to the public and private sectors that were already recorded in the closed
budgets of the General State Budget for previous years and debt instruments entered into by entities of the non-
financial public sector with the Ecuadorian Development Bank.

As of March 31, 2019, the Ministry of Economy and Finance’s obligations with the Central Bank with
respect to financial investments through long-term Government bonds amount to U.S.$3,613.4 million. As of June
30, 2019, the Ministry of Economy and Finance’s obligations with the Central Bank with respect to financial
investments through long-term Government bonds amount to U.S.$3,613.4 million.

The last of the Ministry of Economy and Finance’s short-term obligations with the Central Bank was only a
CETES for an amount of U.S.$11.97 million with maturity on March 23, 2019. As of the date of this Supplement,
the Republic has no outstanding debts with the Central Bank through CETES.

On May 18, 2017, the Ministry of Economy and Finance transferred assets consisting in shares of financial
institutions controlled by the Republic worth U.S.$2,136.55 million in payment of debt incurred with the Central
Bank for U.S.$2,121.78 million plus accrued interest for U.S.$14.77 million. As a result, public internal debt
decreased by U.S.$2,121.78 million.

On April 24, 2017, the Ministry of Economy and Finance transferred Central Bank Certificates to
Petroamazonas’ primary vendors and service providers, in exchange for U.S.$150 million of accounts payable with
such entities, satisfying Petroamazonas’ obligations. Furthermore, on September 4, 2017, the Ministry of Economy
and Finance transferred additional Central Bank Certificates to Petroamazonas’ primary vendors and service
providers, in exchange for U.S.$100 million of accounts payable with such entities, satisfying Petroamazonas’
obligations.

The Ministry of Economy and Finance and COSEDE, acting as trustees, temporarily assumed the debts and
assets of AGD. They were then permanently transferred to CEN. For further information on these transfers, see
“Monetary System—The Financial Safety Net-Deposit Insurance.” Notes issued by the AGD matured and were
fully paid off by the Government in December 2014.
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Public Sector Aggregate Internal Debt

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

As of December 31, As of June 30,

2014 2015 2016 2017 2018 2018 2019

US$ % US$ % US$S % US$S % US$S % US.$ % US.$ %
Short-term notes ..........ccceceevveneenee. - - - - - - - - - - - - - -
Long-term notes D eersssnees 11,779 93.8 11,780 93.9 11,695 939 14,021 94.8 12,935 942 13,215 945 12,976  78.0
AGD n0tes @ ... - - - - - - - - - - - - - -
CFN notes ¥ ...
Total notes .............

11,779 93.8 11,780 93.9 11,695 93.9 14,021 94.8 12,935 942 13,215 945 12,976 78.0
Governmental Entities®. . 780 6.2 767 6.1 762 6.1 765 5.2 799 5.8 763 55 3,650 219
Total internal debt® 12,558 100 12,546 100 12,457 100 14,786 100 13,734 100 13,978 100 16,626 100

Source: Figures as of December 31 from the Ministry of Economy and Finance March 2019 Bulletin. Figures as of June 30, 2018 and as of June

30, 2019, from the Ministry of Economy and Finance June 2018 and June 2019 Bulletins, respectively.

(1) Securities placed by Ecuador according to decrees and resolutions issued to finance projects from the state budget and annual investment
plan.

(2) Law 98-17 of November 26, 1998, published in Official Gazette No. 78 of December 1, 1998 (“Law 98-17") authorized the issuance of
government bonds as part of the resources for the operations of the Deposit Guarantee Agency. These bonds were issued for a term of 15
years, with payment of principal at maturity and annual interest payments at a rate of 12%.

(3) These bonds issued under Law 98-17 as a capital contribution to the National Finance Corporation. The value of these bonds was U.S.$424.9
million. They had 7-year and 11-year terms with semi-annual payments of principal and interest at LIBOR plus 180 days margin.

(4) Debt of the Government with the IESS and the Ecuadorian Development Bank.

(5) Calculated under the New Methodology and includes, in addition to the debt of the Government with the IESS and the Ecuadorian
Development Bank, outstanding obligations of the Government (accrued but unpaid) to the public and private sectors that were already
recorded in the closed budgets of the General State Budget for previous years and debt instruments entered into by entities of the non-
financial public sector with the Ecuadorian Development Bank.

(6) Total public sector internal debt under the aggregation methodology.

As of June 30, 2019, Ecuador has not issued any short-term debt (i.e., with a maturity equal to or less than
one year). Ecuador’s medium-term and short-term obligations have generally been issued to finance development
projects and to restructure or provide for revenue shortfalls in the Government’s budget for a given year. Notes
issued for development projects are generally privately held by entities contracted to undertake these development
projects. Notes issued for budget restructuring, which generally have a maturity greater than one year, are placed on
the Ecuadorian Stock Exchanges, and are currently held by both public and private holders.

Methodology for Calculating the Public Debt to GDP Ratio

On October 25, 2016, pursuant to Article 147, Clause 13 of the 2008 Constitution, former President Correa
exercised his presidential authority to issue implementing regulations and signed Decree 1218, which modified
Article 135 of the Rules to the Public Planning and Finance Code. Decree 1218 changed the methodology that the
Ministry of Economy and Finance used to calculate the total public debt to GDP ratio for the purpose of establishing
whether the total public debt ceiling of 40% established in Article 124 of the Public Planning and Finance Code had
been exceeded. Under Decree 1218, the Ministry of Economy and Finance used the total consolidated public debt
methodology set out in the Manual of Public Finance Statistics of the IMF. The IMF GFS, which was published in
2001, provides that the presentation of government financial statistics, including total public debt, should be
calculated on a consolidated basis rather than on an aggregate basis. According to the IMF GFS, the consolidation
methodology presents statistics for a group of units as if accounting for a single unit. In the context of total public
debt, this means that debt that flows between governmental units or entities or between the central government and
these governmental units or entities (“intra-governmental debt”) is not included in the calculation of total public debt.
Decree 1218 did not affect external debt as external debt is owed to entities outside of the Ecuadorian government
and is, therefore, not affected by the exclusion of intra-governmental debt. This principle is reaffirmed in the
preamble of the Organic Law for Productive Development, approved by the National Assembly on June 21, 2018.

In contrast, the aggregation methodology, which the Ministry of Economy and Finance used prior to
Decree 1218, does include intra-governmental debt in the calculation of total public debt. By changing the method
of calculating total public debt from an aggregation methodology to a consolidation methodology, Decree 1218
effectively eliminated certain types of debt from the calculation and, by extension, reduced the amount of public
debt taken into account for purposes of the 40% public debt to GDP ceiling. Following the enactment of Decree
1218, the Ministry of Economy and Finance has been in communication with the IMF with respect to methodologies
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used for measuring public debt. Since the Office of the Comptroller General issued its CGR Audit Report and prior
to the publication of the April 2019 Debt Bulletin, the Ministry of Economy and Finance had only been releasing
public debt to GDP ratio information applying the aggregation methodology.

On June 21, 2018, the National Assembly approved the Organic Law for Productive Development
(submitted by President Moreno), which became effective on August 21, 2018, which provides certainty as to the
nature of certain activities as contingent liabilities for purposes of the calculation of the debt to GDP ratio, and
provides that for the period from 2018 to 2021 and until the public debt reaches a level below the public debt ceiling
of 40% of GDP, such public debt ceiling will not apply. This new law provides that for the period from 2018 to
2021, a fiscal stability plan will be implemented by the Ministry of Economy and Finance. The new law sets forth
that in each subsequent fiscal year after the period from 2018 to 2021, the General State Budget must be presented
with a fiscal program aimed at reducing over time the amount of total public debt relative to GDP, until it reaches a
level below the 40% debt to GDP ratio. The new law also mandated that the Ministry of Economy and Finance
issue within 90 days from August 21, 2018, a new regulation implementing a new accounting methodology, to be in
accordance with article 123 of the Public Planning and Finance Code (as amended), internationally accepted
standards and best practices for the registration and disclosure of public debt.

On November 19, 2018, the Ministry of Economy and Finance issued the Regulation Implementing the
Public Debt to GDP Ratio Calculation Methodology setting out the definitions and methodology for calculating and
divulging the country’s public debt to GDP ratio (the “New Methodology”). The New Methodology provides that
the calculation of the public debt to GDP ratio is to be based on total public debt as published in the official
aggregate financial statements and the latest nominal GDP as published by the Central Bank. The New
Methodology defines total public debt as the sum of the public debt incurred by the entities comprising the public
sector and adds certain debt instruments to the calculation of public debt that were not previously included,
including oil presales. In contrast with the prior methodology for calculating the public debt to GDP ratio, under the
New Methodology, (i) the calculation of public external debt also includes the amounts of advance payments
pursuant to certain commercial agreements providing for the advance payment of a portion of the purchase price of
future oil deliveries (“oil presales”), the Central Bank’s special drawing rights with the IMF, and liabilities under
intangible contractual rights; and (ii) the calculation of public internal debt also includes outstanding obligations of
the Government (accrued but unpaid) to the public and private sectors that were already recorded in the closed
budgets of the General State Budget for previous years and debt instruments entered into by entities of the non-
financial public sector with the Ecuadorian Development Bank. The April 2019 Debt Bulletin was the first report on
public debt issued that followed the New Methodology. The Regulation Implementing the Public Debt to GDP Ratio
Calculation Methodology provides that by November 14, 2019, the Ministry of Economy and Finance will be
required to publish public debt figures calculated using the New Methodology going back to October 2010. Once
these past public debt figures are published using the New Methodology, those numbers may vary from the public
debt figures presented in this Supplement for the comparable period which were calculated based on the old
methodology

On October 15, 2018, President Moreno issued Decree 537 repealing Decree 1218 in its entirety. On
October 30, 2018, Decree 537 was published and the repeal of Decree 1218 became effective. On December 20,
2018, the Regulation to the Organic Law for Productive Development became effective amending, among others,
article 133 of the Rules to the Public Planning and Finance Code to provide that the Ministry of Economy and
Finance will produce both aggregated and consolidated financial statements of the public debt for the public sector,
the non-financial public sector and the central government in a period of no more than 60 days after the end of each
month. These amendments also provide that in establishing the total amount of public debt, the Ministry of
Economy and Finance will consider the aggregate public debt/GDP indicator of the entities constituting the public
sector. This indicator will be calculated and projected based on the public debt aggregate statements, at least for the
final balances, for the following four years. Among other provisions, the regulation provides guidance for
calculating the debt to GDP ratio for these purposes, as well as for reducing the balance of the public debt below
40% and for ensuring that the balance of the public debt does not exceed 40% of GDP after it has been reduced, see
“Public Debt—Organic Law for Productive Development, Investment, Employment and Fiscal Stability.”
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Following a transition period set forth in the Regulation Implementing the Public Debt to GDP Ratio
Calculation Methodology, which ended on May 31, 2019, the Ministry of Economy and Finance published its April
2019 Debt Bulletin following the New Methodology. Under the New Methodology, the aggregate public debt to
GDP ratio as of June 30, 2019 was 51.23%, a 5.13% increase compared to a 46.1% aggregate public debt to GDP
ratio as of June 30, 2018 under the prior methodology. In the June 2019 Debt Bulletin, the Ministry of Economy
and Finance disclosed public aggregate and consolidated debt figures as of June 30, 2019. In the same bulletin, the
Ministry of Economy and Finance also disclosed public aggregate and consolidated debt figures under the New
Methodology for the five months prior to June 2019. Under the New Methodology, the aggregate public debt to
GDP ratio as of January 31, 2019, February 28, 2019, March 31, 2019, April 30, 2019 and May 31, 2019, were,
respectively, 51.14%, 50.72%, 51.34%, 51.13% and 51.05%. These correspond to respective increases as compared
to the aggregate public debt to GDP ratio under the prior methodology of 4.61%, 4.28%, 4.41%, 4.35% and 4.08%.

Certain of the total public debt and public debt to GDP ratio information set forth in this Supplement is
based on the aggregation methodology and certain of the total public debt and public debt to GDP ratio information
is based on the consolidation methodology. The table below sets forth the total aggregate public debt and total
aggregate public debt as a percentage of GDP.

Debt to GDP Ratio
(in millions of U.S.$, other than percentages)
As of December 31, As of June 30,
2014 2015 2016 2017 2018 2018 20197
Aggregate Total Debt..........cccovuenneee 30,140 32,771 38,137 46,536 49,463 47978 55,905
Aggregate Debt to GDP Ratio............ 29.6 33.0 38.2 44.6 452 46.1 5120

Source: For figures as of June 30, 2019, from the Ministry of Economy and Finance June 2019 Bulletin. For
figures as of June 30, 2018, from the Ministry of Economy and Finance June 2018 Bulletin. For figures as of
December 31, from the Ministry of Economy and Finance March 2019 Bulletin.

(1)  Under the New Methodology.

(2)  Based on the Central Bank’s estimate of projected GDP.

Using the aggregation methodology, the total public sector internal debt of Ecuador as of March 31, 2019
was U.S.$14,134.5 million, compared with U.S.$14,364.3 million as of March 31, 2018. This decrease was
primarily due to the repayment of debt obligations to holders of the Republic’s notes. Under the New Methodology,
the total aggregate public sector internal debt of Ecuador as of June 30, 2019 was U.S.$16,626.2 million, compared
with U.S.$13,978.3 million as of June 30, 2018. This increase was primarily due to the inclusion in the calculation
of the public sector aggregate internal debt under the New Methodology of loans entered into by entities of the non-
financial public sector with the Ecuadorian Development Bank and outstanding obligations of the Government
(accrued but unpaid) to the public and private sectors that were already recorded in the closed budgets of the General
State Budget for previous years.

Using the consolidation methodology, the total internal debt of Ecuador, as of March 31, 2019, was
U.S.$712.4 million, compared with U.S.$873.2 million as of March 31, 2018. This decrease in internal debt under
the consolidation methodology was primarily due to repayment to private sector noteholders. Under the New
Methodology, the total consolidated public sector internal debt of Ecuador, as of June 30, 2019, was U.S.$1,346.6
million, compared with U.S.$772.1 million as of June 30, 2018. The U.S.$15,281.5 million under the aggregation
methodology figure for June 30, 2019 that is excluded from the equivalent consolidation methodology figure
corresponds to intra-governmental obligations, mainly between the BIESS, IESS, state-owned banks and the Central
Bank. Because only obligations owed to private, non-governmental entities are counted toward the total internal
debt of Ecuador under the consolidation methodology, the total consolidated internal debt figure is lower than the
total aggregate internal debt figure.

Review and Audit by the Office of the Comptroller General
Under the General Comptroller Law, the Office of the Comptroller General has the authority to examine

the use of public resources by both public and private institutions. Following the amendment to the 2008
Constitution on December 21, 2015, the Office of the Comptroller General does not have the authority to audit the
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management of public resources under principles of effectiveness, efficiency and economy (auditoria de gestion),
but it may still conduct a legality, financial and/or administrative audit. More specifically, according to Article 19 of
the General Comptroller Law, the Office of the Comptroller General has the authority to carry out special audits to
verify limited aspects of governmental activities under these parameters.

In July 2017, the Office of the Comptroller General headed by Dr. Pablo Celi announced pursuant to
Acuerdo 024-CG-2017 its intention to conduct a special audit on the legality, sources and uses of all the internal and
external debt of the Republic incurred between January 2012 and May 2017, as authorized by Ecuadorian law to
examine acts of public entities. The Office of the Comptroller General previously, in 2015 and 2017, audited all of
the Republic’s internal and external debt borrowed or issued through 2015 and found no illegalities in the process of
borrowing or issuing debt. The review included, among others, the Ministry of Economy and Finance, the Central
Bank and SENPLADES. The Special Audit is being carried out by the Production, Environment and Finance Audit
Department of the Office of the Comptroller General, and will be led by a Supervisory Auditor. Acuerdo 024-CG-
2017 also included provided that the Office of the Comptroller General may obtain specialized technical advice, in
accordance with Article 89 of the General Comptroller Law, and provided for the establishment by invitation of a
citizen oversight commission composed of nationally recognized professionals to participate in different stages of
the special audit — a possibility not expressly regulated by law.

On January 8, 2018, the Comptroller General announced the creation of the Citizenship Oversight
Commission composed of Ecuadorian professionals, including former high level public officials such as a former
vice president of the Republic, two former Comptrollers General, and a former Minister of Economy and Finance, to
observe the procedures and methodology relating to the Republic’s incurrence of debt from January 2012 through
May 2017. The Special Audit examined the sources and uses of various financings, and whether those financings
were completed in accordance with the relevant applicable laws, regulations and policies, as more fully described in
“The Republic of Ecuador—Form of Government—Review and Audit by the Office of the Comptroller General.” The
citizenship oversight commission supported the Office of the Comptroller General during the audit process. The
Office of the Comptroller General also declared that the Citizen Oversight Commission does not replace the
Comptroller General in its functions and powers, and that its findings will not be binding; rather it is intended that
the participation of the Citizen Oversight Commission will promote transparency.

In relation to the Special Audit and the creation of the Citizen Oversight Commission, the Office of the
Presidency issued a press release, on January 10, 2018, indicating that the Government “ratifies its respect for the
independence and autonomy of the different entities and of control bodies of the State” and that the decision to set
up an ad-hoc oversight organization to participate in the Special Audit being conducted by the Office of the
Comptroller General on the Special Audit will be conducted “within the constitutional, legal and current regulations
to guarantee its legality and objectivity.” Also, the Office of the Presidency reiterated that the Republic has “the
political will and the financial capacity to guarantee the strict compliance with all its international financial
commitments under the terms and conditions on which they were contracted.”

The Special Audit concluded on April 6, 2018, when the Office of the Comptroller General issued its CGR
Audit Report including: (i) conclusions of the Special Audit conducted; and (ii) recommendations regarding actions
related to specific contracts or methodologies (according to the law, these recommendations are mandatory for
public entities and cannot be challenged). The Special Audit did not result in the annulment of previous acts, or the
invalidation of existing contracts, which may only occur with judicial intervention in a proceeding initiated before
Ecuadorian courts.

The CGR Audit Report concluded that certain rules that defined the methodology to calculate public debt
were replaced with laws and regulations that allowed for discretion in the application and use of certain concepts
related to public debt and, specifically, that the amounts of advance payments pursuant to certain commercial
agreements providing for the advance payment of a portion of the purchase price of future oil deliveries should have
been categorized as public debt and included in the calculation of the public debt to GDP ratio. The CGR Audit
Report also concluded that Decree 1218 of 2016 established a methodology for the calculation of public debt in
relation to GDP (based on the total consolidated public debt methodology set out in the Manual of Public Finance
Statistics of the IMF) which was not consistent with Article 123 of the Public Planning and Finance Code and
deviated from the practice of using the aggregation of public debt methodology for the purpose of establishing
whether the public debt to GDP ceiling of 40% had been exceeded. Consequently, Decree 1218 allowed the
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Government to enter into certain debt transactions without obtaining the prior approval of the National Assembly
despite the fact that, according to the Office of the Comptroller General, the total public debt to GDP ratio would
have exceeded the 40% limit established in Article 124 of the Public Planning and Finance Code had Decree 1218
not been in place.

The CGR Audit Report also set forth some conclusions and recommendations regarding certain inter-
institutional agreements between the Ministry of Economy and Finance and Petroecuador, and found deficiencies in
the filing of debt documentation; the implementation of the agreed joint office for the management and monitoring
of certain credit agreements between the Ministry of Economy and Finance and China Development Bank; and, the
confidential nature of certain finance documents relating to public debt.

On April 9, 2018, during the presentation of the CGR Audit Report to the public, the Office of the
Comptroller General announced that the Special Audit resulted in indications of: (i) administrative liability of
certain public officials, which may lead to the dismissal of those officials; (ii) civil liability of certain current or
former public officials, which may lead to fines if those officials acted in breach of their duties; and (iii) criminal
liability of certain former or current public officials. Civil and administrative indications of liability are reviewed by
the Office of the Comptroller General. If the Office of the Comptroller General finds that such former or current
officials acted in breach of their duties, it will issue a resolution determining civil and/or administrative liability. A
final resolution from the Office of the Comptroller General may be appealed to the district administrative courts.

In April 2018, the Office of the Comptroller General delivered to the Office of the Prosecutor General a
report regarding the indications of criminal liability of certain former or current public officials. Based on that
report, the Office of the Prosecutor General initiated a preliminary criminal investigation against former President
Correa, three former Ministers of Finance and another seven former or current public officials of the Ministry of
Economy and Finance. During the preliminary criminal investigation phase, which may last up to two years, the
Office of the Prosecutor General will review evidence to determine if a crime has been committed. Once the
preliminary investigation is completed, the Office of the Prosecutor General may request the competent judge to
hold an indictment hearing with respect to any of the officials currently under investigation. If a judge determines
that there are grounds for an indictment, a 90-day period will commence in which the Office of the Prosecutor
General will conclude its investigation and issue a final report. The final report will be presented before the criminal
court but the alleged offenders will not be found guilty unless, after trial, the offenders are found to be criminally
liable.

The Office of the Comptroller General had previously conducted audits, in 2015 and 2017, of all internal
and external debt issued between 2009 and 2015 without finding any illegalities in the process of borrowing or
issuing debt.

Organic Law for Productive Development, Investment, Employment and Fiscal Stability

On June 21, 2018, the National Assembly passed the Organic Law for Productive Development which
became effective on August 21, 2018. In addition to the reforms described under section “The Ecuadorian
Economy-Economic and Social Policies—Organic Law for Productive Development,” the Organic Law for
Productive Development amends certain provisions of the Public Planning and Finance Code as recommended by the
Office of the Comptroller General in its CGR Audit Report, in order to reconcile amounts comprising public debt in
application of Article 123 of the Public Planning and Finance Code, for purposes of being able to ascertain the
actual value of total public debt and determine if the latter has surpassed the legal limit of 40% debt to GDP set out
in Article 124 of the Public Planning and Finance Code. In addition, the Organic Law for Productive Development
added provisions that establish a temporary regime for public debt operations for purposes of reducing the debt to
GDP ratio.

In particular, the Organic Law for Productive Development reforms Article 123 of the Public Planning and
Finance Code by expressly confirming that a contingent liability may originate when:

e the Central Government issues sovereign guarantees for the benefit of public sector entities that enter
into public debt, together with all provisions made for their payment;
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¢ notes linked to duly documented payment obligations are issued;

e guarantee agreements to secure the proper use of non-reimbursable contributions received by any
applicable entity are entered into; and

e the public sector incurs contingent liabilities in accordance with applicable law, or other liabilities are
incurred within the context of agreements with international credit agencies.

The above provides legal certainty as to which transactions should not be included within the calculation of
the debt to GDP ratio as, pursuant to Article 123 of the Public Planning and Finance Code, contingent liabilities
should only be considered public debt, and included in the calculation of total public debt to GDP ratio, in such
amount and to the extent the obligation is due and payable.

The Organic Law for Productive Development provides that for the period from 2018 to 2021 and until the
public debt reaches a level below the public debt ceiling of 40% of GDP, such public debt ceiling will not apply.
This new law provides that for the period from 2018 to 2021, a fiscal stability plan will be implemented by the
Ministry of Economy and Finance, in light of the 40% public debt to GDP ratio ceiling having been exceeded had
Decree 1218 not been in place. The new law sets forth that in each subsequent fiscal year after the period from 2018
to 2021, the General State Budget must be presented with a fiscal program aimed at reducing in the long term the
amount of total public debt relative to GDP, until it reaches a level below the 40% debt to GDP ratio. The new law
also mandated that the Ministry of Economy and Finance issue within 90 days from August 21, 2018, a new
regulation implementing a new accounting methodology, to be in accordance with article 123 of the Public Planning
and Finance Code (as amended), internationally accepted standards and best practices for the registration and
disclosure of public debt. On October 15, 2018, President Moreno issued Decree 537 repealing Decree 1218 in its
entirety, which became effective on October 30, 2018, see “Public Debt—Methodology for Calculating the Public
Debt to GDP Ratio.”

On November 19, 2018, the Ministry of Economy and Finance issued the Regulation Implementing the
Public Debt to GDP Ratio Calculation Methodology setting out the New Methodology, which provides that the
calculation of the public debt to GDP ratio is to be based on total public debt as published in the official aggregate
financial statements and the latest nominal GDP as published by the Central Bank. The New Methodology defines
total public debt as the sum of the public debt incurred by the entities comprising the public sector and adds certain
debt instruments to the calculation of public debt that were not previously included, including oil presales, see
“Public Debt—Methodology for Calculating the Public Debt to GDP Ratio.” The April 2019 Debt Bulletin was the
first report on public debt issued that followed the New Methodology. The Regulation Implementing the Public
Debt to GDP Ratio Calculation Methodology provides that by November 14, 2019, the Ministry of Economy and
Finance will be required to publish public debt figures calculated using the New Methodology going back to
October 2010. Once these past public debt figures are published using the New Methodology, those numbers may
vary from the public debt figures presented in this Supplement for the comparable period which were calculated
based on the old methodology.

On December 18, 2018, by executive decree No. 617, President Moreno issued the Regulation to the
Organic Law for Productive Development supplementing the Organic Law for Productive Development, which
became effective on December 20, 2018. The Regulation to the Organic Law for Productive Development, among
others, creates the procedures to implement and simplify the tax benefits that the Organic Law for Productive
Development created for new investments and entrepreneurship; clarifies different concepts used in the Organic
Law for Productive Development such as the concept of ‘new investment;’ creates the framework under which the
VAT and exit tax returns on exports and other tax incentives will be carried out; closes any loopholes on the
elimination of the excise tax; and creates the procedures to oversee compliance with fiscal rules with the goal of
achieving sustainability of public finances.

The Regulation to the Organic Law for Productive Development also amends the Rules to the Public
Planning and Finance Code to include a new section on fiscal rules and to amend certain articles. Article 133 of the
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Rules to the Public Planning and Finance Code is amended to provide that the Ministry of Economy and Finance
will produce both aggregated and consolidated financial statements of the public debt for the public sector, the non-
financial public sector and the central government in a period of no more than 60 days after the end of each month.
These amendments also provide that in establishing the total amount of public debt, the Ministry of Economy and
Finance will consider the aggregate public debt/GDP indicator of the entities constituting the public sector. This
indicator will be calculated and projected based on the public debt aggregate statements, at least for the final
balances, for the following four years. Among other provisions, the regulation provides guidance for calculating the
debt to GDP ratio for these purposes, as well as for reducing the balance of the public debt below 40% and for
ensuring that the balance of the public debt does not exceed 40% of GDP after it has been reduced.

The Office of the Comptroller General had previously conducted audits, in 2015 and 2017, of all internal
and external debt issued between 2009 and 2015 without finding any illegalities in the process of borrowing or
issuing debt. For a description of the risks of any action by the Government in relation to the 40% public debt to
GDP ceiling and related accounting methodologies, see “Risk Factors—Risk Factors relating to Ecuador—The
Republic may incur additional debt beyond what investors may have anticipated as a result of a change in
methodology in calculating the public debt to GDP ratio for the purpose of complying with a 40% limit under
Ecuadorian law, which could materially adversely affect the interests of Noteholders” and “Risk Factors—— The
Office of the Comptroller General has issued a report with conclusions from its audit to the Republic’s internal and
external debt” in this Supplement.

IMF’s Extended Fund Facility

On July 8, 2016, the Executive Board of the IMF concluded its annual Article IV consultation with Ecuador.
On September 2016, the IMF published a staff report completed on July 1, 2016, following discussions with
Government officials on economic developments and policies underpinning the IMF arrangement under the IMF
Rapid Financing Instrument. On November 2017, an IMF delegation comprised of the IMF’s Director of the
Western Hemisphere Department and the Mission Chief for Ecuador visited Quito to meet and discuss with
Government officials economic policies and priorities for the country. The Minister of Economy and Finance stated
that the meeting was not held to seek emergency funding from the IMF. From June 20 to July 4, 2018, an IMF
delegation under the leadership of Anna Ivanova had meetings to discuss economic developments with Government
officials as part of the annual Article IV consultation with Ecuador. The discussions concluded on July 4, 2018;
topics included technical support to authorities on the statistical presentation of debt, which is currently under
review after the CGR Audit Report recommended the repeal of Decree 1218 with respect to the calculation of the
total public debt to GDP ratio for purposes of being able to ascertain the actual value of total public debt and
determine if the latter has surpassed the legal limit of 40% debt to GDP set out in Article 124 of the Public Planning
and Finance Code. Based on the economic and financial information collected by the IMF mission and on the
discussions with Ecuadorian officials on the country’s economic developments and policies, the IMF staff prepared
an Article I'V report which was presented for the IMF executive board’s consideration on March 11, 2019.

In a press release issued on July 5, 2018, the IMF mission team stated: “[t]he Ecuadorian authorities have
been taking important steps recently to strengthen fiscal institutions and re-establish a competitive private-sector
driven economy. The Organic Law for Productive Development approved by the National Assembly in June,
contains marked improvements in the fiscal policy framework that go in the right direction though further
refinements are possible. Efforts are also underway to increase fiscal transparency and adhere to international
accounting standards. On the competitiveness front, we are encouraged by the recently adopted measures aimed at
softening the rigidity of the labor market in some sectors, improving the legal framework for investors and
facilitating trade”; and “[t]he financial system appears sound; it is well-capitalized, with solid credit quality, and
high levels of liquidity. Private credit is still growing robustly albeit at a slower pace. The supervision of the
cooperatives should be strengthened though the sector doesn’t appear to represent systemic risks. Removing
barriers to effective financial intermediation, enhancing banks’ risk management, and improving oversight and
contingency planning could help fortify the system.”

On January 23, 2019, President Moreno and Christine Lagarde, Managing Director of the IMF, met at the

World Economic Forum in Davos, paving the way for potential IMF financing to help balance Ecuador’s budget and
reduce its fiscal deficit, with a view to reducing the country’s international debt over time. Ecuador emphasized that
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any agreement would be compatible with the Government’s current economic agenda under the Plan of Prosperity.
The IMF praised Ecuador’s recent achievements in reducing its fiscal deficit.

On February 21, 2019, Ecuador and the IMF staff announced an agreement on a set of policies to underpin
a U.S.$4,200 million arrangement under the IMF’s Extended Fund Facility, subject to IMF Executive Board
approval. This arrangement is part of a broader effort of the international community that includes financial support
of approximately U.S.$6,000 million over the next three years from six other multilateral agencies and development
banks. As noted in the IMF’s press release dated February 21, 2019, “[t]he government’s plan is aimed at creating a
more dynamic, sustainable, and inclusive economy and is based on four key tenets; to boost competitiveness and job
creation; to protect the poor and most vulnerable; to strengthen fiscal sustainability and the institutional foundations
of Ecuador’s dollarization; and to improve transparency and strengthen the fight against corruption.”

The Ministry of Economy and Finance announced on February 21, 2019 that the staff-level agreements
reached with the IMF and other multilateral agencies and development banks project availability of up to
U.S.$10,279 million in financing over the next three years, with approximate amounts distributed as follows:
U.S.$4,200 million from the IMF; U.S.$1,800 million from the Development Bank of Latin America; U.S.$1,744
million from the World Bank; U.S.$1,717 million from the Inter-American Development Bank; U.S.$380 million
from the European Investment Bank; U.S.$280 million from the Latin American Reserve Fund; and, U.S.$150
million from the French Development Agency. The Ministry of Economy and Finance also announced that it is
expected that, of the entire amount, U.S.$4,600 million will be disbursed in 2019, U.S.$3,100 million in 2020, and
U.S.$2,500 million in 2021; and that disbursements of about U.S.$3,500 will be tied to specific projects.

On March 1, 2019, Ecuador’s Minister of Economy and Finance and General Manager of the Central Bank
of Ecuador presented the IMF with the Letter of Intent, including a Memorandum of Economic and Financial
Policies and a Technical Memorandum of Understanding, outlining Ecuador’s economic outlook and economic
goals in connection with the request for a three-year extended arrangement under the IMF’s Extended Fund Facility
to support the Plan of Prosperity. In the Letter of Intent, the Minister and the General Manager highlighted the four
pillars of the country’s current social and macroeconomic plan: (1) reconstruction and strengthening of the
institutional foundations of dollarization, (2) employment and growth generation through increased competitiveness,
(3) increasing equality of opportunities and protection of the poor and most vulnerable segments of the population,
and (4) guaranteeing a climate of transparency and good governance.

The Memorandum of Economic and Financial Policies attached to the Letter of Intent outlines the
Government’s policy plans for the coming three years. Among other measures, the Government intends to:

e continue reducing the public debt to GDP ratio to, over time, bring it below 40%, with a fiscal plan
designed to minimize the impact on the real economy and the quality of life of the population;

e continue reducing the non-petroleum deficit for the public non-financial sector including fuel subsidies
by 5% of GDP for the next three years;

e strengthen the conduct of the fiscal policies framework by, among others, complementing the
expenditure growth rule with binding annual targets for the non-oil primary balance, and reviewing the
applicable laws and corresponding regulations to ensure that public debt is comprehensively defined
and, for statistical purposes, is measured on a consolidated basis in line with international standards;

e strengthen the Ecuadorian system of data disclosure by the provision and monitoring at all stages of the
budget cycle as well as instituting clear and automatic enforcement mechanisms and effective
sanctions for non-adherence to the law;

e reform the Public Planning and Finance Code in order to strengthen the role of the Ministry of
Economy and Finance as the authority charged with fiscal supervision, ensure that annual budgets
follow international best practice standards in their preparation and include binding limitations on
spending;
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® ot enter into new government international borrowing arrangements that are based on repurchase
agreements or the pledging of Central Bank assets;

e perform a full review of the Central Bank’s legal framework to ensure more operational autonomy for
the Central Bank, to implement the changes recently introduced by the regulation of the Monetary
Board of the Central Bank that forbid all quasi-fiscal activities by the Central Bank as well as direct or
indirect lending by the Central Bank to the Government or the public sector;

e gradually increase the country’s international reserves to back all private and public financial
institutions kept in the Central Bank and all notes and coins in circulation;

e foster the international competitiveness of the economy by (i) implementing a reform of the current tax
system to simplify it, increase its tax base, eliminate unjustified tax exemptions and special tax regimes,
refocus it towards more indirect taxes over direct ones, and gradually eliminate taxes based on business
volumes and capital outflows, (ii) submitting to the National Assembly an Entrepreneurial Bill
eliminating obstacles to business formation and operation and providing a strong legal framework for
new businesses, (iii) submitting a labor reform to the National Assembly creating the institutional
framework to promote public-private partnerships, (iv) reviewing the legal framework of the country’s
capital markets, and (v) expanding Ecuador’s efforts to enter into trade agreements with new regional
and non-regional key players;

e significantly increase social expenditure by expanding coverage and benefits provided by the Human
Development Bond through new international partnerships; increasing expenditure for people with
disabilities; increasing coverage of the country’s pension plans; and updating and improving the social
registry system;

e take other measures that will help improve the business climate, lower the cost of public financing, and
support private investment and job creation including, among others, the submission to the National
Assembly of an anti-corruption law that will enhance the independence and power of law enforcement
agencies and the judiciary and strengthen national and international coordination to fight corruption;
and

e present the Central Bank’s financial statements for 2019 by following IFRS and commit to making this
the standard starting in 2021.

On March 11, 2019, the executive board of the IMF approved the U.S.$4,200 million arrangement under
the IMF’s Extended Fund Facility for Ecuador, enabling the disbursement of U.S.$652 million. The arrangement
provides for an approximate 3% interest rate and a ten-year repayment plan (with a four-year grace period).
According to the IMF’s press release of March 11, 2019, “[t]he Ecuadorian authorities are implementing a
comprehensive reform program aimed at modernizing the economy and paving the way for strong, sustained, and
equitable growth. The authorities’ measures are geared towards strengthening the fiscal position and improving
competitiveness and by so doing help lessen vulnerabilities, put dollarization on a stronger footing, and, over time,
encourage growth and job creation.”

On March 11, 2019, the executive board of the IMF also concluded its Article IV consultation with
Ecuador, and the IMF published its Article IV staff report.

On April 30, 2019, in line with the Letter of Intent, the Ministry of Economy and Finance published the
Action Plan for the Strengthening of Public Finances with 17 proposals aiming at strengthening fiscal and budgetary
rules and planning, and improving sustainability in the operations of the National Treasury. Among the proposals,
the Ministry of Economy and Finance will send the President a draft bill modifying certain provisions of the Public
Planning and Finance Code to further limit the Executive’s discretion to outspend the national budget from 15% to
5% in order to increase credibility over each year’s set fiscal goals; to substitute the CETES with a new short-term
instrument that guarantees its use within the budgetary year of issuance and placement; and to include a chapter in
the Public Planning and Finance Code with a functional outline of the fiscal rules to increase transparency. This
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draft bill is expected to be presented to the President by the Ministry of Economy and Finance in the weeks
following this Supplement.

The initial disbursement of U.S.$652 million under the IMF’s arrangement was made on March 13, 2019.
Under the terms of the IMF’s Extended Fund Facility program, further disbursements to the Republic are
conditioned on the Government’s implementation of its policy plans as outlined in the Letter of Intent, the
implementation of which the IMF will monitor and review every three months on the basis of certain performance
criteria, targets and benchmarks, including fiscal and monetary targets.

On May 30, 2019, the IMF announced it had reached a staff-level agreement with the Republic on the
completion of the first review under the Extended Fund Facility arrangement. In their announcement, the IMF
mission concluded that “Ecuador has made considerable progress in implementing its program aligned with the
Prosperity Plan.” Based on their preliminary findings, the IMF mission prepared and presented a report to the IMF’s
Executive Board. On June 28, 2019, the IMF’s Executive Board completed their first review of Ecuador’s economic
performance under Ecuador’s arrangement with the IMF under the Extended Fund Facility, which allowed Ecuador
to draw U.S.$251 million from the facility on July 2, 2019.

Disbursements under the other staff-level agreements with multilateral agencies and development banks are
also subject to the approval of each organization’s executive board. Under these agreements, on May 24, 2019, and
on May 28, 2019, the Republic entered into two loans with the CAF for U.S.$300 million and U.S.$100 million,
respectively; on May 24, 2019, July 3, 2019, July 12, 2019 and July 23, 2019, the Republic entered into four loans
with the IDB for U.S.$500 million, U.S.$150 million, U.S.$93.9 million and US$300 million, respectively; and on
June 17, 2019 and July 22, 2019, the Republic entered into two loans with the IBRD for U.S.$500 million and
U.S.$350 million, respectively. In the following months, the Republic expects to enter into a U.S.$150 million loan
agreement with the French Development Agency and a U.S.$640 million loan with the Latin American Reserve
Fund.

Debt Obligations
Brady Bonds and Eurobonds

In May 1994, the Government reached an agreement with its commercial bank creditors to restructure the
Republic’s medium-term and long-term commercial bank debt (the “Brady Plan™). The Brady Plan offered creditors
the opportunity to exchange existing principal for either: (i) 30-year notes of the same face amount (the “Par Notes”),
with interest initially fixed at 3% incrementally increased over the first ten years up to a rate of 5% or (ii) 30-year
notes with a face amount equal to 55% of the face value of the debt exchanged (the “Discount Notes” together with
the Par Notes, the “Brady Bonds”) and bearing interest at the London Interbank Offered Rate (“LIBOR”) plus 13-
16%. The principal of Par Notes and Discount Notes was fully collateralized by 30-year U.S. Treasury notes and
interest on those Notes was collateralized on a 12-month rolling basis. The Brady Plan also offered creditors the
opportunity to exchange accrued and unpaid interest for two instruments: (i) 20-year notes bearing interest at
LIBOR plus 13-16% (the “PDI Notes”) and (ii) ten-year notes bearing-interest at LIBOR plus 13-16% and
representing certain accrued and unpaid overdue interest under the Consolidation Agreement (the “IE Notes”).

On December 21, 1994, the Republic issued U.S.$191.0 million of IE Notes. On February 28, 1995, the
Republic issued U.S.$1.9 billion, U.S.$1.4 billion and U.S.$2.4 billion of Par Notes, Discount Notes and PDI Notes,
respectively. The Republic also agreed to make certain additional cash payments in respect of overdue interest.

On April 25, 1997, the Republic issued U.S.$350 million of its 11.25% Fixed Rate Eurobonds due 2002
and U.S.$150 million of its Floating Rate Eurobonds due 2004 (together, the “Eurobonds”). In late 1999 and early
2000, the Republic defaulted on its Par Bonds, Discount Bonds, 11.25% Fixed Rate Eurobonds due 2002, Floating
Rate Eurobonds due 2004, IE Notes and PDI Notes (together, the “Old Notes”). In June 2000, the Republic
launched a global exchange offer whereby it offered U.S. dollar Denominated Global Notes due 2012 (the “2012
Notes”) and U.S. dollar Denominated Step-Up Global Notes due 2030 (the “2030 Notes together with the 2012
Notes, the “2012 and 2030 Notes”) together with a cash payment for any and all of the Old Notes.
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In December 2005, the Republic successfully launched an issuance of notes due 2015 (the “2015 Notes”).
The use of the proceeds of the 2015 Notes was to buy back certain of the 2012 Notes in accordance with their terms.
The Republic successfully repaid all principal and interest on the 2015 Notes on December 15, 2015.

2012 and 2030 Notes and tender offer

In 2008, Ecuador defaulted on its interest payments for the 2012 and 2030 Notes in the aggregate amount
of approximately U.S.$157 million and principal payments of approximately U.S.$3,200 million. The 2012 and
2030 Notes were originally issued in exchange for prior debt offerings of the Republic in order to extend the
maturity dates of those prior obligations. This default followed the publication of a report in 2008 by the CAIC, a
committee composed of representatives from both the Ecuadorian government and private sector organizations and
members of civil society. CAIC reviewed Ecuador’s debt obligations from 1976 to 2006. This report made a
number of findings regarding the legitimacy of Ecuador’s debt obligations (including the 2012 and 2030 Notes), in
particular relating to concerns involving the public assumption of private debt, appropriate authorizations, sovereign
immunity, and the relevant economic terms of the debt obligations incurred. After the default, which occurred
during the first term of former President Correa’s administration, Ecuador offered to repurchase the 2012 and 2030
Notes. In April 2009 and November 2009, the Republic launched tender offers, in cash, to holders of the 2012 and
2030 Notes. Approximately 93.22% of the notes were tendered in the April 2009 and the November 2009 tender
offers and were bought out at 35 cents on the dollar. Although some holders continue to hold the defaulted 2012
and 2030 Notes, Ecuador has since successfully repurchased additional 2012 and 2030 Notes from remaining
holders. As of the date hereof, the total aggregate amount of outstanding principal on the 2012 and 2030 Notes is
U.S.$52 million, which represents 1.6% of the original aggregate principal amount of the 2012 and 2030 Notes.

2024 Notes

On June 17, 2014, the Republic successfully issued U.S.$2,000 million of notes due June 2024, with a
coupon of 7.95% at 100% of the purchase price (the “2024 Notes”). The Republic is current on its financial
obligations under the 2024 Notes and intends to make all payments as they become due and payable. The Republic
used the proceeds of the 2024 Notes to finance its various hydroelectric projects and other infrastructure projects
contemplated in the 2013-2017 National Development Plan.

2020 Notes

On March 24, 2015, the Republic successfully issued U.S.$750 million of notes due March 2020 with a
coupon of 10.50% (the “Original 2020 Issuance”), at 100% of the purchase price (the “2020 Notes”). The Republic
reopened the Original 2020 Issuance on May 19, 2015 and successfully issued an additional U.S.$750 million of
notes at a price of 107.789%, also due 2020. The Republic also reopened the Original 2020 Issuance on August 31,
2018 and successfully issued an additional U.S.$701,616,000 of notes at a price of 103.509%, also due 2020, within
the context of a repo transaction with GSI (see “GSI Repo Transaction” below). The Republic is current on its
financial obligations under the 2020 Notes and intends to make all payments as they become due and payable. The
Republic used the proceeds of the 2020 Notes to finance the various hydroelectric projects and other infrastructure
projects contemplated in the 2013-2017 National Development Plan. On May 29, 2019, the Republic canceled an
amount of U.S.$701,616,000 2020 Notes that it received from GSI in the context of a substitution under the
Amended August 2018 GSI-Ecuador Repurchase Agreement. See “GSI Repo Transaction” below. On June 18,
2019, the Republic repurchased an amount of U.S.$1,175,370,000 2020 Notes pursuant to a tender offer, which were
subsequently canceled. Upon consummation of the tender offer, an aggregate amount of U.S.$324,630,000
remained outstanding.

2022 Notes

On July 28, 2016, the Republic successfully issued U.S.$1,000 million of notes due 2022 with a coupon of
10.75% (the “Original 2022 Issuance”), at 100% of the purchase price (the “2022 Notes”). The Republic reopened
the Original 2022 Issuance on September 30, 2016 and successfully issued an additional U.S.$1,000 million of notes
at a price of 100%, also due 2022. The Republic is current on its financial obligations under the 2022 Notes and
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intends to make all payments as they become due and payable. The Republic used the proceeds of the 2022 Notes to
finance its various hydroelectric projects and other infrastructure projects contemplated in the National Development
Plan. The Republic reopened the Original 2022 Issuance on October 16, 2017, and successfully issued an additional
U.S.$378 million of notes at a price of 112.878%, also due 2022, within the context of a loan with GSI. See “GSI
Loan Facility” below. The Republic also reopened the Original 2022 Issuance on August 31, 2018, and successfully
issued an additional U.S.$500 million of notes at a price of 104.753%, also due 2022, within the context of a repo
transaction with GSI (see “GSI Repo Transaction” below). Additionally, the Republic reopened the Original 2022
Issuance on October 31, 2018, and issued an additional U.S.$1,187,028,000 of notes at a price of 105.305%, also
due 2022, within the context of a repo transaction with CS, see “CS Repo Transaction” below. The Republic
intends to cancel an amount of U.S.$1,187,028,000 2022 Notes that it has received from CS following the
substitution of the Additional Notes in accordance with the October 2018 CS-Ecuador Repurchase Agreement, see
“CS Repo Transaction” below.

2026 Notes

On December 13, 2016, the Republic successfully issued U.S.$750 million of notes due 2026 with a
coupon of 9.650% (the “Original 2026 Issuance”), at 100% of the purchase price (the “2026 Notes). The Republic
reopened the Original 2026 Issuance on January 13, 2016 and successfully issued an additional U.S.$1,000 million
of notes at a price of 103.364% also due 2026. The Republic is current on its financial obligations under the 2026
Notes and intends to make all payments as they become due and payable. The Republic used the proceeds of the
2026 Notes to (1) finance Government programs, (2) finance infrastructure projects that have the capacity to repay
the related debt obligations and (3) refinance an existing external debt obligation on more favorable terms. The
Republic reopened the Original 2026 Issuance on October 16, 2017, and successfully issued an additional U.S.$41
million of notes at a price of 106.664%, also due 2026, within the context of a loan with GSI. See “GSI Loan
Facility” below. On August 6, 2019, the Republic reopened the Original 2026 Issuance, issuing an additional
U.S.$611,870,000 of notes at a price of 107.026%, also due 2026, for the purpose of a substitution under the
October 2018 CS-Ecuador Repurchase Agreement, see “CS Repo Transaction” below.

Petroamazonas notes

In February 2017, Petroamazonas issued two tranches of notes guaranteed by Ecuador. Under the first
tranche, Petroamazonas issued U.S.$355,225,848.25 notes due 2019 with a coupon of 2.000% and not subject to a
remarketing (the “PAM 2019 Notes”) pursuant to an indenture entered into between Petroamazonas, Ecuador as
guarantor and The Bank of New York Mellon as trustee. Under the second tranche, Petroamazonas issued
U.S.$315,339,980.55 notes due 2020 with a coupon of 4.625% (the “PAM First Remarketing Notes”) pursuant to an
indenture entered into between Petroamazonas, Ecuador as guarantor, and The Bank of New York Mellon. In May
2017, the holders of the PAM First Remarketing Notes sold the PAM First Remarketing Notes to subsequent
purchasers in the international capital markets.

On November 6, 2017, Petroamazonas issued U.S.$300,000,000 of its 4.625% notes due 2020, guaranteed
by Ecuador, and later remarketed those notes on December 11, 2017 (the “PAM Second Remarketing Notes™). The
PAM Second Remarketing Notes were issued pursuant to an indenture entered into between, among others,
Petroamazonas, Ecuador as guarantor and The Bank of New York Mellon as trustee.

2023 Notes and 2027 Notes

On June 2, 2017, the Republic successfully issued two tranches of notes. Under the first tranche, the
Republic issued U.S.$1,000 million of 2023 Notes with a coupon of 8.750% (the “Original 2023 Issuance”), at
100% of the purchase price (the “2023 Notes”). Under the second tranche, the Republic issued U.S.$1,000 million
of notes due 2027 with a coupon of 9.625% at 100% of the purchase price (the “2027 Notes”). The Republic is
current on its financial obligations under the 2023 Notes and under the 2027 Notes. The Republic used the proceeds
of the 2023 Notes and the 2027 Notes to (1) finance Government Programs, (2) finance infrastructure projects that
have the capacity to repay the related debt obligations and (3) refinance an existing external debt obligation on more
favorable terms. The Republic reopened the Original 2023 Issuance on October 16, 2017, and successfully issued
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an additional U.S.$187 million of notes at a price of 104.412%, also due in 2023, within the context of a loan with
GSI. See “GSI Loan Facility” below. On May 29, 2019, the Republic reopened the Original 2023 Issuance, issuing
an additional U.S.$688,268,000 of notes at a price of 106.597%, also due 2023 (the “May 2019 Additional 2023
Notes”), for the purpose of a substitution under the Amended August 2018 GSI-Ecuador Repurchase Agreement.
See “GSI Repo Transaction” below. On August 6, 2019, the Republic reopened the Original 2023 Issuance, issuing
an additional U.S.$610,359,000 of notes at a price of 107.291%, also due 2023, for the purpose of a substitution
under the October 2018 CS-Ecuador Repurchase Agreement, see “CS Repo Transaction” below.

Second 2027 Notes

On October 23, 2017, the Republic successfully issued U.S.$2,500 million of notes due 2027 with a coupon
of 8.875% at 100% of the purchase price (the “Second 2027 Notes”). The Republic is current on its financial
obligations under the Second 2027 Notes and intends to make all payments as they become due and payable. The
Republic used the proceeds of the Second 2027 Notes in accordance with the limitations of the Public Planning and
Finance Code which indicates that the Republic may only use the proceeds to (1) finance Government programs, (2)
finance infrastructure projects that have the capacity to repay the related debt obligations and (3) refinance an
existing external debt obligation on more favorable terms.

2028 Notes

On January 23, 2018, the Republic successfully issued U.S.$3,000 million of notes due 2028 with a coupon
of 7.875% at 100% of the purchase price (the “2028 Notes”). The Republic is current on its financial obligations
under the 2028 Notes and intends to make all payments as they become due and payable. The Republic used the
proceeds of the 2028 Notes in accordance with the limitations of the Public Planning and Finance Code which
indicates that the Republic may only use the proceeds to (1) finance Government programs, (2) finance
infrastructure projects that have the capacity to repay the related debt obligations and (3) refinance an existing
external debt obligation on more favorable terms.

2029 Notes

On January 31, 2019, the Republic successfully issued U.S.$1,000 million of notes due 2029 with a coupon
of 10.750% at 100% of the purchase price (the “2029 Notes”). The Republic is current on its financial obligations
under the 2029 Notes. The Republic used the proceeds of the 2029 Notes in accordance with the limitations of the
Public Planning and Finance Code which indicates that the Republic may only use the proceeds to (1) finance
Government programs, (2) finance infrastructure projects that have the capacity to repay the related debt obligations
and (3) refinance an existing external debt obligation on more favorable terms. The Republic reopened the 2029
Issuance on June 17, 2019 and successfully issued an additional U.S.$1,125,000,000 million of notes at a price of
110.746%, also due 2029. The Republic used the proceeds of the reopened 2029 Notes to repurchase
U.S.$1,175,370,000 principal amount of its 2020 Notes by means of a tender offer that settled on June 18, 2019.

GSI Loan Facility

On October 11, 2017 the Republic and Goldman Sachs International (“GSI”) entered into a U.S.$500 million
35-month loan facility (the “GSI Loan Facility”’) governed by Ecuadorian law.

On October 11, 2017, the Central Bank and GSI entered into a three-year gold derivative transaction in
which the Central Bank transferred to GSI an initial 300,000 ounces of gold (valued at the date of the transaction at
approximately U.S.$387 million, “Gold”) (the “Gold Derivative Transaction) and in return received a fixed rate from
GSI on the value of the Gold transferred. The Gold Derivative Transaction is similar to the gold transaction that the
Central Bank entered into with GSI on May 2014, which terminated at maturity in February 2017. In addition, on the
same date as the Gold Derivative Transaction, the Central Bank entered into a three-year bond derivative transaction
(the “Bond Derivative Transaction”) in which the Central Bank transferred to GSI U.S.$606 million nominal amount
of notes issued by the Republic (the “2017 Reopened Notes”) (with a market value at the date of the transaction of
U.S.$650 million) and in return received the interest amounts on the 2017 Reopened Notes (with any interest
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generated for any delays in such transfer from GSI to the Central Bank) in addition to a fixed rate on the value of the
2017 Reopened Notes transferred to GSI. The 2017 Reopened Notes constitute “Further Notes” (as defined in each of
the respective indentures) of the following existing series of notes currently being traded in the international markets:
(a) the 2022 Notes, (b) the 2023 Notes, and (c) the 2026 Notes. The issue of the 2017 Reopened Notes was
authorized by the Republic’s Debt and Finance Committee under Acta Resolutiva No. 014 dated October 10,
2017. The 2017 Reopened Notes were issued on October 16, 2017 and exchanged with the Central Bank for a
scheduled term of 3 years pursuant to an Acuerdo de Permuta (the “Swap Agreement”) between the Central Bank and
the Ministry of Economy and Finance dated October 11, 2017 for U.S.$650 million of notes issued by the Republic in
the domestic market (“Locally Issued Notes”), owned by the Central Bank at the date of the transaction. The 2017
Reopened Notes were issued on October 16, 2017 in consideration for the transfer to the Republic of the Locally
Issued Notes subject to the terms of the Swap Agreement. The 2017 Reopened Notes are fully fungible with the 2022
Notes, the 2023 Notes and the 2026 Notes, respectively, and constitute general, direct, unsecured, unsubordinated and
unconditional obligations of the Republic backed by the full faith and credit of the Republic and, based on an opinion
of the Ministry of Economy and Finance of the Republic, have been legally and validly issued.

Under the terms of the Bond Derivative Transaction and the Gold Derivative Transaction, upon maturity, the
Central Bank is entitled to receive the return of an equivalent amount of the Gold (under the Gold Derivative
Transaction) and equivalent property to the 2017 Reopened Notes (under the Bond Derivative Transaction) (the
“2017 Equivalent Property”) from GSI, without payment by the Central Bank, provided that certain credit events
relating to the Republic do not occur. GSI will post investment-grade securities to a custodial account at The Bank of
New York Mellon as collateral for the Central Bank’s exposure to GSI. Under the Bond Derivative Transaction, GSI
can sell or otherwise transfer any interest in the 2017 Reopened Notes at any time to any third party, although it will
retain economic exposure to the 2017 Equivalent Property for so long as GSI has a future obligation, whether or not
contingent, to deliver the 2017 Equivalent Property. Upon the occurrence of a credit event, GSI will retain the Gold
and the 2017 Equivalent Property, although the Central Bank may repurchase the Gold if it pays GSI its dollar value
at that point in time at market price. In the event the combined value of Gold and 2017 Equivalent Property declines
and is worth less than approximately U.S.$807 million, the Central Bank must deliver an additional amount of cash,
gold or U.S. treasuries (the “Additional Assets”) in order to make up the difference (with the amount of additional
Gold capped at 100,000 additional ounces). Accordingly, the Republic’s gold reserves, cash and investments in U.S.
treasuries (if any) could decrease in the event that the combined value of the Gold, the 2017 Equivalent Property and
the Additional Assets declines or if a credit event occurs. In addition, in certain limited circumstances the excess
amount of the equivalent Additional Assets will be returned to the Central Bank if the combined value of the Gold,
2017 Equivalent Property and Additional Assets increases above a certain threshold.

Under the Swap Agreement, the Central Bank is required to transfer to the Ministry of Economy and Finance
the full interest amounts (together with any interest generated for any delays in such transfer by GSI to the Central
Bank) that it receives under the Bond Derivative Transaction (excluding the additional fixed rate the BCE receives
from GSI on the value of the 2017 Reopened Notes transferred to GSI) and is required to transfer to the Ministry of
Economy and Finance 2017 Equivalent Property upon the maturity of the Swap Agreement in exchange for the return
of the Locally Issued Notes. If a credit event occurs under the Bond Derivative transaction, the rights of the Central
Bank under the Bond Derivative Transaction, and of the Ministry of Economy and Finance under the Swap
Agreement, to receive amounts paid under the 2017 Reopened Notes will terminate, but the Ministry of Economy and
Finance will continue to be required to make all payments of principal and interest in respect of the 2017 Reopened
Notes to the applicable holders of the 2017 Reopened Notes, and will have certain remedies against the Central Bank.

Article 133 of the Rules to the Public Planning and Finance Code sets forth that it is incumbent on the
Ministry of Economy and Finance to prepare the statements of public debt and to issue technical regulations to
calculate the public debt to GDP ratio. On October 25, 2016, pursuant to Article 147, Clause 13 of the 2008
Constitution, the Government issued implementing regulations through the enactment of Decree 1218, which was in
effect until October 30, 2018, when Decree 537 was published as further discussed under Public Debt—Decree 1218.
Decree 1218 established that the Ministry of Economy and Finance would use the consolidation methodology set out
in the IMF GFS for the preparation of statements of public debt in order to calculate the total public debt to GDP ratio,
see “Public Debt—Methodology for Calculating the Public Debt to GDP Ratio.” On August 31, 2017 the
Legislative Assembly of Ecuador approved the 2017 Draft Budget prepared by the Ministry of Economy and Finance
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in which the consolidation methodology, mandated by Decree 1218, was used to calculate the total public debt to
GDP ratio.

Accordingly, the Ministry of Economy and Finance did not consider the aggregate amount of the 2017
Reopened Notes in the calculation of total public debt to GDP ceiling as described above, and accounted them as a
contingent liability as stated in the Public Planning and Finance Code. According to Section 3.95 of the IMF GFS,
contingencies are “conditions or situations that may affect the financial performance or position of the general
government sector depending on the occurrence or nonoccurrence of one or more future events” and under Section
3.96 of the IMF GFS, the IMF GFS does “not treat any contingencies as financial assets or liabilities because they are
not unconditional claims or obligations.” Under Section 7.142 of the IMF GFS, debt “consists of all liabilities that
require payment or payments of interest and/or principal by the debtor to the creditor at a date or dates in the future.”
It is the view of both the Ministry of Economy and Finance and the Debt and Finance Committee of the Republic that,
as of the time of issuance, the 2017 Reopened Notes were to be treated as contingencies under the IMF GFS and in
the Public Planning and Finance Code because they formed part of a series of transactions which contemplated that
any interest amounts on the 2017 Reopened Notes would be returned to the Central Bank as provided in the Bond
Derivative Transaction and through the Swap Agreement to the Republic, GSI agreed to retain economic exposure to
the 2017 Equivalent Property and, unless a credit event occurs, GSI is required to return 2017 Equivalent Property to
the Central Bank upon maturity (and the Central Bank to the Ministry of Economy and Finance under the Swap
Agreement). According to the Ministry of Economy and Finance, as of the time of issuance, the 2017 Reopened
Notes (as part of the Bond Derivative Transaction) were contingencies and not “debt”™ to be accounted in the
consolidated statement of public debt which would count towards the calculation of the total public debt to GDP
ceiling. For similar reasons, the Ministry of Economy and Finance excluded the Reopened Notes from certain other
unconsolidated measures which reflected the amount of its indebtedness owed to the Central Bank and other
governmental agencies. These views were affirmed by the amendment to Article 123 of the Public Planning and
Finance Code pursuant to the Organic Law for Productive Development, whereby the issuance of notes that are
linked to duly documented payment obligations are expressly considered contingent liabilities and therefore not
included in the calculation of total public debt to GDP ratio.

As of the date of the Bond Derivative transaction, there was no precedent in Ecuador for similar transactions
being treated as a contingency, such as the 2017 Reopened Notes in the context of the Bond Derivative Transaction,
as the IMF GFS guidelines had been recently implemented and adopted through Decree 1218. The treatment of the
2017 Reopened Notes as a contingency may be subject to a subsequent executive decree implementing other
methodologies or different interpretation of the IMF GFS guidelines; however, the amendment to Article 123 of the
Public Planning and Finance Code provides legal certainty to this position. If the 2017 Reopened Notes were not
treated as contingencies but instead included in the calculation of the public debt to GDP ratio, as of the close of
August 2017, the public debt to GDP ratio would have increased by approximately 0.6% to 30.4% following the
consolidation methodology. The Organic Law for Productive Development, which became effective on August 21,
2018, provides that for the period from 2018 to 2021 and until the public debt reaches a level below the public debt
ceiling of 40% of GDP, such public debt ceiling will not apply. According to the Ministry of Economy and Finance,
as of the close of March 2019, it is estimated that the Republic’s total public debt to GDP ratio under the aggregation
methodology will be approximately 45.3%. For a description of the risks of any action by the Government in relation
to the 40% public debt to GDP limit, see “Risk Factors—Risk Factors relating to Ecuador—The Republic may incur
additional debt beyond what investors may have anticipated as a result of a change in methodology in calculating
the public debt to GDP ratio for the purpose of complying with a 40% limit under Ecuadorian law, which could
materially adversely affect the interests of Noteholders” and “Risk Factors— The Office of the Comptroller General
has issued a report with conclusions from its audit to the Republic’s internal and external debt” in this Supplement.

Following the publication of the CGR Audit Report, the Office of the Comptroller General announced that
other additional audits would be conducted. There is an ongoing examination of the GSI Loan Facility, the Gold
Derivative Transaction and the Bond Derivative Transaction. As of the date of this Supplement, the Office of the
Comptroller General has not published any audit report on the GSI Loan Facility, the Gold Derivative Transaction
and the Bond Derivative Transaction.
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GSI Repo Transaction

On August 28, 2018 the Republic and GSI entered into a master repurchase agreement governed by English
law which is based upon the standard Global Master Repurchase Agreement (“GMRA”) published by the
International Securities Market Association and also includes a negotiated annex (“Annex”) dated as of August 28,
2018 (the GMRA and Annex collectively, the “GSI-Ecuador GMRA”).

Pursuant to a Confirmation dated as of August 28, 2018 (the “August 2018 Repo Confirmation”,
collectively with the GSI-Ecuador GMRA, the “August 2018 GSI-Ecuador Repurchase Agreement”), the Republic
sold and transferred (such sale, transfer and repurchase pursuant to the terms of the August 2018 GSI-Ecuador
Repurchase Agreement, the “August 2018 GSI-Ecuador Repurchase Transaction”) to GSI U.S.$1,201,616,000
nominal amount of additional notes (the “August 2018 Additional Notes™) (with a market value at the date of the
transaction of U.S.$1,250,000,000) and in return received from GSI a purchase price of U.S.$500,000,000 (the
“Purchase Price”), the value of the Republic’s residual interest in the August 2018 GSI-Ecuador Repurchase
Transaction and the interest amounts three business days prior to the date on which they are paid by the Republic on
the August 2018 Additional Notes. The Republic is also required to pay to GSI, on a quarterly basis, a price
differential on the purchase price based upon Libor plus a spread. Either GSI or the Republic may request that any
of the August 2018 Additional Notes be substituted for other identified securities issued by the Republic (a “Repo
Substitution™), subject to certain conditions (including the consent of both GSI and the Republic) as described in
more detail below. The August 2018 Additional Notes constitute “Further Notes” (as defined in each of the
respective Indentures) of the following existing series of notes currently being traded in the international markets:
(a) the 2020 Notes; and (b) the 2022 Notes. The issue of the August 2018 Additional Notes and the execution of the
2018 GSI-Ecuador Repurchase Agreement were authorized by the Republic’s Debt and Finance Committee under
Acta Resolutiva No. 003 dated August 25, 2018. The August 2018 Additional Notes were issued on August 31,
2018 in consideration for the transfer to the Republic of the Purchase Price, the ongoing payment to the Republic of
the interest amounts on the August 2018 Additional Notes and the value of the Republic’s residual interest in the
August 2018 GSI-Ecuador Repurchase Transaction, subject to the terms of the August 2018 GSI-Ecuador
Repurchase Agreement. The two series of August 2018 Additional Notes are fully fungible with the 2020 Notes and
the 2022 Notes, respectively, and constitute general, direct, unsecured, unsubordinated and unconditional obligations
of the Republic backed by the full faith and credit of the Republic and, based on an opinion of the Ministry of
Economy and Finance of the Republic, have been legally and validly issued.

On October 10, 2018, the August 2018 GSI-Ecuador Repurchase Transaction was amended and restated
(the “October 2018 Amendment”, and such transaction as amended and restated, the “Amended August 2018 GSI-
Ecuador Repurchase Transaction”). The October 2018 Amendment effected a decrease by 135bps of the price
differential spread payable by the Republic under the Amended August 2018 GSI-Ecuador Repurchase Transaction
(as compared to the price differential spread payable by the Republic under the August 2018 GSI-Ecuador
Repurchase Transaction). In exchange for such decrease in the spread, Ecuador has agreed to repay the Purchase
Price in EUR based upon the EUR/USD exchange rate as of the date of the October 2018 Amendment, although the
Purchase Price was disbursed in USD. Although the Purchase Price is to be repaid in EUR post amendment, the
price differential is to continue to be paid in USD and the price differential spread is not necessarily the same had
the Purchase Price been initially disbursed in EUR. The all-in cost in USD terms to the Republic of the Amended
August 2018 GSI-Ecuador Repurchase Transaction is comprised of the price differential payments thereunder and
the realized forward price of the EUR/USD exchange rate at the amortization dates, which may cause the all-in cost
in USD terms to the Republic to be materially higher or lower than the cost of the August 2018 GSI-Ecuador
Repurchase Transaction prior to it being amended. Accordingly, if the EUR has appreciated to the USD at the
amortization dates when compared to the date that the August 2018 GSI-Ecuador Repurchase Transaction was
amended, the USD all-in cost to the Republic of the Amended August 2018 GSI-Ecuador Repurchase Transaction
may be higher than the USD all-in cost prior to it being amended.

Under the terms of the Amended August 2018 GSI-Ecuador Repurchase Agreement, upon certain
scheduled amortization dates, the Republic is required to pay amounts in installments in EUR to GSI which in
aggregate equal the EUR equivalent of the amount originally paid as the Purchase Price. For these purposes, the
EUR/USD exchange rate used is the exchange rate as of the date of the October 2018 Amendment. The Republic is
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also required to pay to GSI, on a quarterly basis, a price differential on the Purchase Price based upon Libor plus a
spread (such amount being payable in USD and, together with the aforementioned installment amounts, being the
“Repurchase Price”). Upon the scheduled repurchase date, being 48 months from the commencement of the August
2018 GSI-Ecuador Repurchase Transaction, GSI is required to sell and transfer to the Republic equivalent property
to both (a) the May 2019 Additional 2023 Notes and (b) the remaining August 2018 Additional Notes (the
“Remaining August 2018 Additional Notes) that were not substituted out in accordance with the October 2018
Amendment (together, the “2018 Equivalent Property”) against payment by the Republic of the final installment of
the Repurchase Price, provided that certain events of default relating to the Republic have not occurred. In addition,
the Republic may be required to repurchase 2018 Equivalent Property and pay the remaining Repurchase Price (to
the extent not already paid) to GSI prior to the scheduled repurchase date if certain termination events occur. Under
the Amended August 2018 GSI-Ecuador Repurchase Transaction, GSI can sell or otherwise transfer any interest in
the 2018 Equivalent Property at any time to any third party, although GSI is required to retain economic exposure to
the 2018 Equivalent Property for so long as GSI has a future obligation, whether or not contingent, to deliver the
2018 Equivalent Property. Upon the occurrence of an event of default, if GSI elects to sell 2018 Equivalent
Property to a third party in order to determine the amounts due between the parties under the Amended August 2018
GSI-Ecuador Repurchase Transaction, the Republic will have the right to submit a bid to purchase such 2018
Equivalent Property and GSI will be obliged to accept such bid if such bid is the highest bid received, subject to the
terms of the Amended August 2018 GSI-Ecuador Repurchase Agreement.

In the event that the value of the May 2019 Additional 2023 Notes and/or the Remaining August 2018
Additional Notes declines and is worth less than certain thresholds then, within two business days of the delivery of
a notice from GSI to the Republic, an additional amount (an “Additional Amount”) in either EUR or USD (at the
option of the Republic) must be paid by the Republic to GSI (subject to any such Additional Amount being at least
2% of the remaining Repurchase Price). Accordingly, the Republic may be required to pay Additional Amounts
prior to the scheduled amortization dates and scheduled repurchase date when the value of the May 2019 Additional
2023 Notes and/or the Remaining August 2018 Additional Notes declines, even where no event of default or
termination event has occurred. In addition, under certain circumstances and at certain times, the Republic may
request that GSI return to the Republic an amount of the May 2019 Additional 2023 Notes and/or the Remaining
August 2018 Additional Notes, either in cash or by transfer of the corresponding excess securities, if the value of the
May 2019 Additional 2023 Notes and/or the Remaining August 2018 Additional Notes increases above certain
thresholds or following certain scheduled amortization dates. Any Additional Amounts paid by the Republic to GSI
will reduce the Repurchase Price, and any cash amounts returned by GSI to the Republic will increase the
Repurchase Price.

Under the Amended August 2018 GSI-Ecuador Repurchase Agreement, GSI is required to transfer to the
Republic an amount equivalent to all interest amounts to be paid by the Republic on the May 2019 Additional 2023
Notes and the Remaining August 2018 Additional Notes three business days prior to the date on which such interest
amounts are to be paid by the Republic. GSI is also required to transfer to the Republic the 2018 Equivalent Property
upon payment of the Repurchase Price in full. If an event of default occurs under the Amended August 2018 GSI-
Ecuador Repurchase Agreement, the rights of the Republic to receive an amount equivalent to all interest amounts
that are to be paid by the Republic on the May 2019 Additional 2023 Notes and the Remaining August 2018
Additional Notes may terminate, but the Republic will continue to be required to make all payments of principal and
interest in respect of the May 2019 Additional 2023 Notes and the Remaining August 2018 Additional Notes to the
applicable holders thereof.

As was the case with the August 2018 GSI-Ecuador Repurchase Transaction, at any time during the term of
the Amended August 2018 GSI-Ecuador Repurchase Transaction, either GSI or the Republic may request that any
2018 Equivalent Property be substituted for other identified Equivalent Securities issued by the Republic, subject to
certain conditions, including that the market value of the other Equivalent Securities to be substituted in is
equivalent to the market value of the 2018 Equivalent Property that are being substituted out. Any substitution of
2018 Equivalent Property for such new identified Equivalent Securities will be subject to the consent of both GSI
and the Republic, each in their sole discretion other than any substitution request made by GSI to exchange 2018
Equivalent Property for Equivalent Securities issued prior to the date of the August 2018 GSI-Ecuador Repurchase
Agreement.
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In accordance with the substitution provisions set out in the amended and restated August 2018 GSI-
Ecuador Repurchase Agreement (as amended and restated, the “Amended August 2018 GSI-Ecuador Repurchase
Agreement”) and pursuant to a notice of substitution dated May 23, 2019, on May 29, 2019: (a) U.S.$701,616,000
nominal amount of the August 2018 Additional Notes (comprised solely of 2020 Notes), which had a market value
at the date of the notice of substitution of approximately U.S.$733.67 million (the “Substituted August 2018
Additional Notes”) were returned to the Republic by GSI; and (b) U.S.$688,268,000 nominal amount of May 2019
Additional Notes (with a market value at the date of the notice of substitution of approximately U.S.$733.67
million) were transferred to GSI by the Republic. On May 29, 2019, the Republic cancelled the Substituted August
2018 Additional Notes pursuant to the terms of the 2020 Notes Indenture.

The execution of the documentation for the October 2018 Amendment and the issue of the May 2019
Additional 2023 Notes were authorized by the Republic's Debt and Finance Committee under Acta Resolutiva No.
010 dated October 10, 2018, and Acta Resolutiva No. 010-2019, dated May 21, 2019. The May 2019 Additional
2023 Notes were issued on May 31, 2019 in consideration for the transfer to the Republic of the Substituted August
2018 Additional Notes and the ongoing payment to the Republic of the interest amounts on the May 2019
Additional 2023 Notes, subject to the terms of the Amended August 2018 GSI-Ecuador Repurchase Agreement.
The May 2019 Additional 2023 Notes are fully fungible with the 2023 Notes, and constitute general, direct,
unsecured, unsubordinated and unconditional obligations of the Republic backed by the full faith and credit of the
Republic and, based on an opinion of the Ministry of Economy and Finance of the Republic, have been legally and
validly issued.

Pursuant to the amendment of Article 123 of the Public Planning and Finance Code by the Organic Law for
Productive Development, which expressly provides that notes issued in connection with repurchase transactions are
“contingent liabilities” (pasivos contingentes) and are not taken into account as public debt until they are no longer
contingent, the Ministry of Economy and Finance has not considered the aggregate amount of the May 2019
Additional 2023 Notes or the Remaining August 2018 Additional Notes in the calculation of the total public debt to
GDP ceiling. See “Public Debt-Organic Law for Productive Development, Investment, Employment and Fiscal
Stability.” Were the May 2019 Additional 2023 Notes and the Remaining August 2018 Additional Notes no longer
considered to be contingent, such as upon the occurrence of an event of default, the entire outstanding face amount
of the May 2019 Additional 2023 Notes and the Remaining August 2018 Additional Notes may be considered in the
calculation of the total public debt to GDP ceiling. If the entire face amount of the May 2019 Additional 2023 Notes
and the Remaining August 2018 Additional Notes at issuance is taken into account in calculating the debt to GDP
ratio, the aggregate debt to GDP ratio would be approximately 52.3%, under the New Methodology using the debt to
GDRP ratio information as of June 30, 2019 (which does not consider the Purchase Price, as defined above).

On May 31, 2019, the Republic, GSI and ICBC Standard Bank Plc entered into an agreement pursuant to
which a portion of GSI’s interest in the Amended August 2018 GSI-Ecuador Repurchase Agreement was transferred
to ICBC Standard Bank Plc.

CS Repo Transaction

On October 29, 2018 the Republic and Credit Suisse AG, London Branch (“CS”) entered into a master
repurchase agreement governed by English law which is based upon the standard Global Master Repurchase
Agreement (“GMRA?”) published by the International Securities Market Association and also includes a negotiated
annex (an “Annex”) dated as of October 29, 2018 (the GMRA and Annex collectively, the “CS-Ecuador GMRA”).

Pursuant to a Confirmation dated as of October 29, 2018 (the “October 2018 Repo Confirmation”,
collectively with the CS-Ecuador GMRA, the “October 2018 CS-Ecuador Repurchase Agreement”), the Republic
sold and transferred (such sale, transfer and repurchase pursuant to the terms of the October 2018 CS Ecuador
Repurchase Agreement, the “October 2018 CS-Ecuador Repurchase Transaction”) to CS U.S.$1,187,028,000
nominal amount of reopened 2022 Notes (the “CS Reopened Notes ) (with an aggregate market value at the date of
the transaction of U.S.$1,249,999,835.40) and in return received from CS a purchase price of EUR439,251,515.42
(the “Purchase Price”, which the Republic and CS agreed would be settled in US dollars by the payment by CS of
U.S.$500,000,000 to the Republic), the value of the Republic’s residual interest in the October 2018 CS-Ecuador
Repurchase Transaction and the interest amounts three business days prior to the date on which they are paid by the
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Republic on the CS Reopened Notes. The Republic is also required to pay to CS, on a quarterly basis, a price
differential based upon LIBOR plus a spread. The CS Reopened Notes constitute Further Notes (as defined in the
Indenture for the 2022 Notes) of the existing series of 2022 Notes currently being traded in the international
markets. The issue of the CS Reopened Notes and the execution of the 2018 CS-Ecuador Repurchase Agreement
were authorized by the Republic’s Debt and Finance Committee under Acta Resolutiva No. 011 dated October 24,
2018. The CS Reopened Notes were issued on October 31, 2018 in consideration for the transfer to the Republic of
the Purchase Price, the ongoing payment to the Republic of the interest amounts on the CS Reopened Notes and the
value of the Republic’s residual interest in the October 2018 CS-Ecuador Repurchase Transaction, subject to the
terms of the October 2018 CS-Ecuador Repurchase Agreement. The CS Reopened Notes are fully fungible with the
2022 Notes and constitute general, direct, unsecured, unsubordinated and unconditional obligations of the Republic
backed by the full faith and credit of the Republic and, based on an opinion of the Ministry of Economy and Finance
of the Republic, have been legally and validly issued.

Under the terms of the October 2018 CS-Ecuador Repurchase Agreement, upon certain scheduled dates,
the Republic is required to pay amounts to CS (Scheduled Additional Amounts) which reduce the Purchase Price
(and therefore reduce the repurchase price payable by the Republic on the repurchase date (the “Repurchase Price”))
and which in aggregate equal the original Purchase Price. The Republic is also required to pay to CS, on a quarterly
basis, a price differential based upon LIBOR plus a spread. CS is in turn required to pay to the Republic, on a
quarterly basis, interest amounts on all Scheduled Additional Amounts based upon LIBOR plus a spread. Upon the
scheduled repurchase date, being 54 months from the commencement of the October 2018 CS-Ecuador Repurchase
Transaction, CS is required to sell and transfer to the Republic equivalent property to the CS Reopened Notes (the
“CS Equivalent Property”) against payment by the Republic of the final Scheduled Additional Amount. In addition,
the Republic may be required to repurchase CS Equivalent Property and pay the Repurchase Price (to the extent not
already paid) to CS prior to the scheduled repurchase date if certain events of default or termination events occur.
Under the October 2018 CS-Ecuador Repurchase Transaction, CS can sell or otherwise transfer any interest in the
CS Reopened Notes at any time to any third party, although CS is required to retain economic exposure to the CS
Equivalent Property for so long as CS has a future obligation, whether or not contingent, to deliver the CS
Equivalent Property. Upon the occurrence of an event of default, if CS elects to sell CS Equivalent Property to a
third party in order to determine the amounts due between the parties under the October 2018 CS-Ecuador
Repurchase Transaction, the Republic will have the right to submit a bid to purchase such CS Equivalent Property
and CS will be obliged to accept such bid if such bid is the highest bid received, subject to the terms of the October
2018 CS-Ecuador Repurchase Agreement. Given that certain obligations are denominated in EUR under the
October 2018 CS-Ecuador Repurchase Agreement, the all-in cost to the Republic of the agreement may be higher or
lower than if all payments were denominated in USD. Furthermore, the Republic may elect under the terms of the
agreement to make payments in EUR or USD.

In the event that the value of the CS Equivalent Property declines and is worth less than certain thresholds
then, within two business days of the delivery of a notice from CS to the Republic, an additional amount (an
“Additional Amount”) must be paid by the Republic to CS (subject to any such Additional Amount being at least
2% of the remaining Purchase Price). Accordingly, the Republic may be required to pay Additional Amounts prior
to the scheduled repurchase date when the value of the CS Reopened Notes decline, even where no event of default
or termination event has occurred. In addition, under certain circumstances and at certain times, the Republic may
request that CS return additional amounts if the value of CS Equivalent Property increases above certain thresholds.
Any Additional Amounts paid by the Republic to CS shall reduce the Repurchase Price, and any additional amounts
returned by CS to the Republic shall increase the Repurchase Price.

Under the October 2018 CS-Ecuador Repurchase Transaction, CS is required to transfer to the Republic an
amount equivalent to all interest amounts to be paid by the Republic on the CS Reopened Notes three business days
prior to the date on which such interest amounts are to be paid by the Republic. CS is also required to transfer to the
Republic the CS Equivalent Property upon final payment of the Repurchase Price in full. If an event of default
occurs under the October 2018 CS-Ecuador Repurchase Transaction, the rights of the Republic to receive an amount
equivalent to all interest amounts that are to be paid by the Republic on the CS Reopened Notes will terminate, but
the Republic will continue to be required to make all payments of principal and interest in respect of the CS
Reopened Notes to the applicable holders of the CS Reopened Notes.
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At any time during the term of the October 2018 CS-Ecuador Repurchase Agreement, either CS or the
Republic may request (and in specific cases may be obliged to agree) that the CS Reopened Notes be substituted for
other identified Equivalent Securities issued by the Republic, subject to certain conditions, including that the market
value of the other Equivalent Securities to be substituted is equivalent to the market value of the CS Reopened Notes
that are being substituted. The Republic may therefore issue new notes or re-open existing notes at any time for the
purpose of a substitution described in this paragraph. The Additional Notes are being issued for the purpose of a
substitution with CS Reopened Notes in accordance with the provision of the October 2018 CS-Ecuador Repurchase
Agreement described in this paragraph.

In accordance with the substitution provisions set out in the October 2018 CS-Ecuador Repurchase
Agreement and pursuant to a notice of substitution dated August 1, 2019, on or about the date hereof: (a)
U.S.$1,187,028,000 nominal amount of the CS Reopened Notes (comprised solely of 2022 Notes), which had a
market value at the date of the notice of substitution of approximately U.S.$1,309.7 million (the “Substituted
October 2018 Additional Notes”) were returned to the Republic by CS; and (b) U.S.$610,359,000 nominal amount
of newly issued 2023 Notes (with a market value at the date of the notice of substitution of approximately
U.S.$654.9 million) (the “Additional 2023 Notes”) and U.S.$611,870,000 nominal amount of newly issued 2026
Notes (with a market value at the date of the notice of substitution of approximately U.S.$654.9 million) (the
“Additional 2026 Notes” and, together with the Additional 2023 Notes, the “August 2019 Additional Notes™) were
transferred to CS by the Republic. The Republic expects to cancel the Substituted October 2018 Additional Notes
pursuant to the terms of the 2022 Notes indenture.

The issue of the August 2019 Additional Notes was authorized by the Republic's Debt and Finance
Committee under Acta Resolutiva No. 021-2019 dated July 10, 2019. The August 2019 Additional Notes were
issued on or about the date hereof in consideration for the transfer to the Republic of the Substituted October 2018
Additional Notes and the ongoing payment to the Republic of the interest amounts on the August 2019 Additional
Notes, subject to the terms of the October 2018 CS-Ecuador Repurchase Agreement. The Additional 2023 Notes are
fully fungible with the 2023 Notes and the Additional 2026 Notes are fully fungible with the 2026 Notes, and each
of the August 2019 Additional Notes constitute general, direct, unsecured, unsubordinated and unconditional
obligations of the Republic backed by the full faith and credit of the Republic and, based on an opinion of the
Ministry of Economy and Finance of the Republic, have been legally and validly issued.

Pursuant to the amendment of Article 123 of the Public Planning and Finance Code by the Organic Law for
Development, Investment, Employment and Fiscal Stability, which expressly provides that notes issued in
connection with repurchase transactions are contingent liabilities (pasivos contingentes) and are not taken into
account as public debt until they are no longer contingent, the Ministry of Economy and Finance has not considered
the aggregate amount of the CS Reopened Notes in the calculation of the total public debt to GDP ceiling, see
“Public Debt—Organic Law for Development, Investment, Employment and Fiscal Stability”. Were the CS
Reopened Notes no longer considered to be contingent, such as upon the occurrence of event of default, the entire
outstanding face amount of the CS Reopened Notes may be considered in the calculation of the total public debt to
GDP ceiling. If the entire face amount of the CS Reopened Notes at issuance is taken into account in calculating the
debt to GDP ratio, the aggregate debt to GDP ratio would be approximately 52.3%, under the New Methodology
using the debt to GDP ratio information as of June 30, 2019.

Other obligations

In June 2003, the Republic agreed with its Paris Club creditors to reschedule U.S.$81 million of bilateral
debt. Payments due on official development aid loans were rescheduled over a period of 20 years; those on other
credits were rescheduled over a period of 18 years. As of the date of this Supplement, the Republic is in compliance
with all of the terms of its Paris Club loans. Further, in recent years, the Republic has launched successful debt
exchanges in Germany, Spain and Italy.

On January 7, 2015, Ecuador entered into a framework agreement for future cooperation with The Export-

Import Bank of China. This agreement allows the Ministry of Economy and Finance (f.k.a. the Ministry of Finance)
to regularly submit priority lists of projects which it proposes to be financed by The Export-Import Bank of China,
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within three years of the date of the agreement. The initial priority list included six projects to be financed at a total
cost of U.S.$5.3 billion. The rights and obligations of the parties will be stipulated in relevant loan agreements to
finance specific projects.

On February 26, 2015, Ecuador entered into a Foreign Purchase Credit Agreement with Deutsche Bank,
Sociedad Anénima Espafiola. The proceeds of the first disbursement of the loan were used to purchase radar
equipment and other equipment for the air defense of Ecuador. This agreement provides for a U.S.$88 million
facility to be repaid during a term of nine years.

On March 31, 2015, Ecuador entered into a 13 year, U.S.$85.7 million facility agreement with the Bank of
China Limited, Panama Branch (U.S.$60.0 million commitment) and Deutsche Bank AG, Hong Kong Branch
(U.S.$25.7 million commitment). The proceeds from the first disbursement of this facility were used for the
restoration and improvement of the Sigchos—Chugchildn and Buena Vista—Vega Rivera—Paccha—Zaruma
Highways.

In January 2016, Petroecuador entered into a credit agreement for a facility of up to U.S.$970 million from
a consortium of banks led by Industrial and Commercial Bank of China Limited, The Export-Import Bank of China,
and China Minsheng Banking Corp., Ltd. The facility relates to a multiparty contractual structure involving a crude
oil delivery contract entered into with PetroChina. The credit has a term of five years and is guaranteed by the
Republic of Ecuador acting through its Ministry of Economy and Finance. The first tranche of U.S.$820 million
was disbursed on February 2016. On November 2017, the parties entered into an amendment agreement to the
credit facility agreement. The second tranche of U.S.$150 million was disbursed shortly thereafter.

In February 2016, the Republic entered into a U.S.$198 million loan agreement with The Export-Import
Bank of China, to finance the first phase of Yachay as part of the framework agreement for future cooperation
entered into between the parties on January 7, 2015. The loan agreement has a 3% interest rate and a term of 20
years.

On July 15, 2016, Ecuador’s Ministry of Economy and Finance and the Instituto de Crédito Oficial (the
Official Credit Institute of Spain), acting for Spain, entered into a U.S.$183.6 million credit agreement for the
financing of the supply of rolling stock, auxiliary vehicles, workshop tools and equipment and parts for Quito’s first
metro line.

On July 28, 2016, IESS entered into two loans for U.S.$65.0 million and U.S.$13.3 million, respectively,
both with Deutsche Bank, Sociedad Anénima Espafiola, as agent, various other financial institutions, as mandated
lead arrangers and Ecuador, acting through its Ministry of Economy and Finance, as guarantor. The loans are to be
repaid over a term of seven years and are to be used to finance the construction and outfitting of hospitals in the
cities of Guayaquil and Machala, respectively.

On September 23, 2016, Ecuador entered into a U.S.$100 million bilateral loan agreement with CAF to
finance costs related to damages to infrastructure and housing caused by the Pedernales Earthquake.

On October 31, 2016, the Republic entered into two loans with IDB for U.S.$160 million and U.S.$143
million, respectively. The Republic is using the proceeds of the loans to support education and energy programs.

On November 14, 2016, the Republic entered into a U.S.$175 million loan with the European Investment
Bank to be used towards reconstruction efforts in those areas affected by the Pedernales Earthquake.

On November 17, 2016, the Republic, acting through its Ministry of Economy and Finance, entered into a
20-year, U.S.$102.6 million loan facility with The Export-Import Bank of China to be used to finance the survey,
design and construction of the Santa Ana Aqueduct Hydraulic Stage One Project as part of the framework agreement
for future cooperation entered into between the parties on January 7, 2015.
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On November 29, 2016, the Republic entered into a U.S.$19.7 million loan facility with a final
amortization date of October 15, 2041 with IDB to finance costs related to its emergency response program for
reconstruction efforts in those areas affected by the Pedernales Earthquake.

On December 1, 2016, Petroecuador signed a crude oil sale and purchase contract with PTT International,
pursuant to which Petroecuador received initial prepayments of U.S.$600 million shortly after signing for crude oil
to be delivered during the five-year term of the contract. On December 6, 2016, Petroecuador signed a fuel oil sale
and purchase contract with OTI, pursuant to which Petroecuador received an initial prepayment of U.S.$300 million
for fuel oil to be delivered to OTI during the 30-month term of the contract, which has been already fully amortized
by Petroecuador. In connection with each contract, the Republic has agreed to refund to the purchasers any amounts
of the prepayments and related surcharges for advance payment which are not otherwise satisfied through the
delivery of crude oil or fuel oil, respectively, or refunded by Petroecuador in accordance with the contracts.

On December 22, 2016 the Municipality of Ibarra entered into a U.S.$52.5 million loan with the World
Bank for a transport infrastructure improvement project. The loan has a term of twenty-four years and is guaranteed
by Ecuador acting through the Minister of Finance.

On December 22, 2016, Ecuador, acting through its Ministry of Economy and Finance, entered into a 12
year term loan facility for U.S.$167.4 million with Bank of China Limited, Beijing Branch, Bank of China Limited
Liaoning Branch, Bank of China Limited, Panama Branch, Bank of China, Hong Kong Branch and Deutsche Bank
AG, Hong Kong Branch. The proceeds of the facility were used to finance the construction of schools in Ecuador
and purchase of related goods and equipment.

On December 22, 2016, Ecuador entered into a U.S.$90.5 million loan with the World Bank for a term of
35 years to finance a project to increase the enrollment of technical and technological educational programs in
Ecuador and strengthen the institutional management of such programs.

On December 28 2016, Ecuador entered into a U.S.$72.9 million credit agreement with a term of 20 years
with the European Investment Bank to finance the construction, renovation and equipment of 21 technical and
technological institutes of higher education in Ecuador.

On February 2, 2017, the IESS entered into a U.S.$25 million credit agreement with Consorcio NHQ with
50% of the total amount due 30 days from the date of execution of the agreement and the remaining 50% of the total
amount due 24 months from the date of execution of the agreement and will be used to partially finance the
construction and equipment of a hospital in the city of Quito.

On February 21, 2017, Ecuador entered into a U.S.$50 million loan with the JBIC with a term of 12 years
to finance an energy efficiency project related to residential water heating.

On March 14, 2017, Ecuador entered into a U.S.$200 million loan with the CAF with a term of two years
to partially finance projects relating to the generation, distribution and transmission of electricity.

On April 1, 2017, Ecuador entered into a U.S.$75 million loan with the AFD with a term of 20 years to
finance certain educational projects.

On April 18, 2017, Ecuador entered into a U.S.$60 million loan with the IDB with a term of 25 years to
finance the reconstruction of electrical infrastructure in areas affected by the Pedernales Earthquake and the
incorporation of seismic resistant infrastructure in the provinces of Esmeraldas, Manabi and Santo Domingo.

On May 22, 2017, the IESS entered into a seven year U.S.$47 million credit agreement with Deutsche
Bank, Sociedad Andénima Espaifiola, Banco Santander, S.A. and Banco Popular Espafiol, S.A. guaranteed by
Ecuador to partially finance the construction and the purchase of equipment for the IESS hospital in the city of Quito.
On August 11, 2017, Ecuador entered into a U.S.$65 million credit facility agreement with the AFD with

the principal amount due in semi-annual installments and with the last installment due on December 1, 2036. The
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proceeds will be used to finance the reconstruction of housing by CFN or CONAFIPS adding earthquake resistant
features and to reactivate the main productive sectors in the Ecuadorian provinces most affected by the Pedernales
Earthquake.

On October 20, 2017, the Ecuadorian Development Bank entered into an eight-year U.S.$200 million
facility agreement with China Development Bank guaranteed by Ecuador, acting through its Ministry of Economy
and Finance. The first tranche of U.S.$120 million will be used for on-lending by DBE to eligible Ecuadorian state-
owned enterprises and government agencies for purposes of financing projects in Ecuador that are approved by
China Development Bank. As of the date of this Supplement, U.S.$64 million corresponding to the first tranche
have been disbursed. The second tranche of U.S.$80 million will be used for on-lending by DBE to eligible
Ecuadorian state-owned enterprises and government agencies for purposes of financing payments to be made to
suppliers in connection with telecommunications, road construction, transportation and equipment, sewage, potable
water and sanitation projects. As of the date of this Supplement, no amount corresponding to the second tranche has
been disbursed.

On December 20, 2017, the Republic entered into a credit facility agreement with the AFD for an amount
of up to U.S.$35 million to finance, in part, housing and reconstruction in Ecuadorian areas affected by the
Pedernales Earthquake. The first installment is due and payable on December 1, 2022 and the last installment is due
and payable on June 1, 2037.

On December 29, 2017, the Republic entered into a financing agreement with the Fondo Internacional de
Desarrollo Agricola (the “International Fund for Agricultural Development”) to finance the Proyecto Dinamizador
de Alianzas Inclusivas en Cadenas de Valor (the “Revitalizing Project of Inclusive Alliances in Value Chains”) with
the purpose of improving the income of small producers of cacao, blueberry and cape gooseberry within a
designated area. The financing agreement establishes a facility for an amount of U.S.$25.66 million with a
repayment term of 18 years and a donation for an amount of U.S.$250,000.

On June 30, 2018, the Republic entered into a financing agreement with the FLAR for an amount of
U.S.$368.8 million. This financing facility establishes a repayment term of three years with a year of grace for the
payment of principal. The loan was disbursed on July 5, 2018.

On September 14, 2018, the Municipality of Guayaquil entered into a U.S.$49 million loan with the CAF
for a construction project. The loan has a term of 10 years, with a 30-month grace period, and is guaranteed by
Ecuador.

On September 26, 2018, the Republic increased an existing financing agreement with Credit Suisse for an
additional amount of CHF100 million. This financing facility establishes a repayment term of seven years.

On November 28, 2018 the Municipality of the Metropolitan District of Quito and CAF entered into a
U.S.$152.2 million loan agreement to partially finance the Quito subway system currently under construction. This
loan agreement is guaranteed by Ecuador acting through the Ministry of Economy and Finance.

On November 29, 2018, the Municipality of the Metropolitan District of Quito and the IBRD entered into a
U.S.$230 million loan agreement, to be repaid by March 15, 2038, to finance the construction of two subway
stations as well as other infrastructure and facilities, and the provisioning of equipment and technical and
implementation support for line one of the Quito subway system currently under construction. This loan agreement
is guaranteed by Ecuador acting through the Ministry of Economy and Finance.

On November 29, 2018, the EMAPAG EP, and the IBRD entered into a U.S.$233.6 million loan agreement,
to be repaid by March 1, 2053, to finance the increase of access to improved sanitation services and to reduce
wastewater pollution in selected areas of Guayaquil. This loan agreement is guaranteed by Ecuador acting through
the Ministry of Economy and Finance.
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On December 11, 2018, the Republic and IDB entered into a U.S.$100 million loan agreement to be
disbursed in two installments in two years, with a final amortization date of October 15, 2038, to finance a program
of reforms in Ecuador promoting gender equality and equality for the disabled.

On December 12, 2018, the Republic and CAF entered into an up-to U.S.210 million loan agreement, with
a term of 15 years and a 42-month grace period for the payment of the principal, to partially finance programs
supporting the management of the Republic’s fiscal policy and the sustainability of public finance, among other
related goals.

On December 12, 2018, the Republic and the Export-Import Bank of China entered into an up-to
RMB485.7 million loan facility agreement, with a 240-month maturity period, a 60-month grace period and a 180-
month repayment period, to cover the Republic’s financing needs for the construction of infrastructure projects
agreed with the joint venture China Road and Bridge Corporation & China National Electronics Import & Export
Corporation on November 30, 2017.

On December 12, 2018, the Republic and the China Development Bank entered into a U.S.$675 million
and RMB1,530 million facility agreement where each loan made under the facility shall be repaid in 16 installments,
each payable every three months. On December 28, 2018, an amount of U.S.$450 million was disbursed to the
Republic and on January 14, 2019 an additional amount of U.S.$225 million was disbursed to the Republic.

On March 12, 2019, the Republic entered into a U.S.$50 million loan facility with IDB, with a final
amortization date of November 15, 2043, to finance a program aiming at improving the quality of public services for
child development in Ecuador.

On March 13, 2019, the Republic received from the IMF an initial disbursement of U.S.$652 million under
the IMF’s arrangement under the IMF’s Extended Fund Facility for Ecuador.

On April 10, 2019, the Republic entered into a U.S.$50 million loan facility with IDB, with a final
amortization date of November 15, 2043, to finance a program aiming at increasing private participation in public
investments in infrastructure and public services in Ecuador.

On April 1, 2019, Ecuador entered into a U.S.$192 million loan facility with the CAF, with a term of 18
years and grace period of 66 months, to partially finance projects relating to the maintenance of 1,183.9 kilometers
of roads in Ecuador.

On May 24, 2019, the Republic and the CAF entered into a U.S.$300 million loan agreement, with a term
of 15 years and a 42-month grace period for the payment of the principal, to finance programs and projects in the
logistics sector.

On May 24, 2019, the Republic entered into a U.S.$500 million loan agreement with the IDB with a final
amortization date of May 24, 2026, in order to support macroeconomic and fiscal stability, strengthen the
institutional framework of the Central Bank, and provide funds for social expenditure for the most vulnerable
segments of the population.

On May 28, 2019, the Republic and the CAF entered into a U.S.$100 million loan agreement with a term of
16 years and a 66-month grace period for the payment of the principal, to partially finance the Environmental
Sanitation for Community Development Program.

On June 17, 2019, the Republic and the IBRD entered into a U.S.$500 million loan agreement with a final
principal payment date of June 1, 2049, with the goal of promoting more efficient mobilization and allocation of
government resources, removing barriers to private sector development and providing funds for social expenditure for
the most vulnerable segments of the population.
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On July 2, 2019, the Republic received from the IMF a second disbursement of U.S.$251 million under the
IMF’s arrangement under the IMF’s Extended Fund Facility for Ecuador.

On July 3, 2019, the Republic and the IDB entered into a U.S.$150 million loan agreement with a final
principal payment date of November 15, 2042, with the goal of providing support to the Republic’s plan to diversify
its energy matrix.

On July 12, 2019, the Republic and the IDB entered into a U.S.$93.9 million loan agreement with a final
principal payment date of June 15, 2044, with the goal of promoting housing to poor and vulnerable communities
under the Housing for All Project.

On July 22, 2019, the Republic and the IBRD entered into a U.S.$350 million loan agreement with a final
principal payment date of March 15, 2049, with the goal of improving equity, integration and sustainability of social
programs and providing technical assistance for capacity building, monitoring and evaluation of social programs.

On July 23, 2019, the Republic and the IDB entered into a U.S.$300 million loan agreement with a final
principal payment date of April 15, 2039, with the goal of supporting the Government’s plan for fiscal stability to
facilitate sustainable growth and the preservation of the country’s main indicators of social development.

On July 23, 2019, the EPMAPS EP and the IDB entered into a U.S.$87.1 million loan agreement with
disbursements spread over six years with a final principal amortization date of July 23, 2043, with the goal of
providing financial support for the maintenance of Quito’s sewage and potable water systems. This loan agreement is
guaranteed by Ecuador acting through the Ministry of Economy and Finance.
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PLAN OF DISTRIBUTION

The Republic will substitute and transfer the Additional Notes at the offering price set forth on the cover
page of this Supplement outside the United States in reliance on Regulation S. The price at which the Additional
Notes are issued may be changed at any time without notice.

The Additional Notes have not been and will not be registered under the Securities Act or any state
securities law and may not be offered or sold within the United States or to, or for the account or benefit of, U.S.
persons (as defined in Regulation S) except in transactions exempt from, or not subject to, the registration
requirements of the Securities Act. With respect to the offer and sale of the Additional Notes by the Republic, no
Additional Notes will be offered and sold in the United States or to U.S. persons. See “Transfer Restrictions” on
each Offering Circular.

Although an application has been made to list the Additional Notes on the Official List of the Luxembourg
Stock Exchange and to have the Additional Notes trade on the Euro MTF Market, the listing does not assure that a
trading market for the Additional Notes will develop. No assurance can be given as to how liquid the trading market
for the Additional Notes will be. The Republic cannot provide any assurances that the prices at which the
Additional Notes will trade in the market after this offering will not be lower than the initial offering price or that an
active trading market for the Additional Notes will develop and continue after this offering.

See sections “Selling Restrictions” in each of the Offering Circulars.

No action has been taken by the Republic that would, or is intended to, permit a public offer of the
Additional Notes in any country or jurisdiction where any such action for that purpose is required.

Accordingly, the Republic will not, directly or indirectly offer or sell any Additional Notes or distribute or
publish any Offering Circular Supplement, this Supplement and the Offering Circulars, form of application,
advertisement or other document or information in any country or jurisdiction except under circumstances that will,
to the best of its knowledge and belief, result in compliance with any applicable laws and regulations and all offers
and sales of Additional Notes by it will be made on the same terms.

Notice to Ecuadorian Residents

The Additional Notes are not registered in the Catastro Piiblico del Mercado de Valores, CPMV
(“Securities Market Public Registry of Ecuador”) subject to the control and supervision of the Superintendence of
Companies, Securities and Insurance (“SCVS”).

As unregistered securities, the Republic is not required to disclose public information about the Additional
Notes in Ecuador. The Additional Notes may not be publicly offered in Ecuador unless they are registered in the
CPMV.

This Supplement and other offering materials relating to the offer of the Additional Notes do not constitute
a public offer of, or an invitation to subscribe for or purchase, the Additional Notes in the Republic of Ecuador, and
the contents herein have not been approved by the SCVS.
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VALIDITY OF THE ADDITIONAL NOTES

The validity of the Additional Notes will be passed upon on behalf of the Republic by the
Coordinador General Juridico of the Ministry of Economy and Finance of the Republic, Ecuadorian counsel to the
Republic, and by Hogan Lovells US LLP, U.S. counsel to the Republic. As to all matters of Ecuadorian law, Hogan
Lovells US LLP will rely on the opinion of the Coordinador General Juridico of the Ministry of Economy and
Finance of the Republic.

In connection with the issuance of the Additional Notes, the Attorney General issued a “Pronouncement” in
relation to the Additional Notes, which constitutes the required authorizations for the Ministry of Economy and
Finance to be able to agree to the laws of the State of New York as the governing law of the Additional Notes, as
well as the submission to arbitration provisions set out therein.
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GENERAL INFORMATION

1. The Global Notes have been accepted for clearance and settlement through Euroclear and
Clearstream, Luxembourg.

The common codes for the Regulation S Global Note and the Restricted Global Note with respect to the
2023 Notes are 162676873 and 162676865, respectively, and the International Securities Identification Numbers for
the Regulation S Global Note and the Restricted Global Note are XS1626768730 and XS1626768656, respectively.

The common codes for the Regulation S Global Note and the Restricted Global Note with respect to the
2026 Notes are 153507198 and 153507210, respectively, and the International Securities Identification Numbers for
the Regulation S Global Note and the Restricted Global Note are XS1535071986 and XS1535072109, respectively.

2. The Republic has obtained all necessary consents, approvals and authorizations in the Republic of
Ecuador in connection with the issue and performance of the Additional Notes.

The issue of the original 2023 Notes was authorized by the Republic’s Debt and Finance Committee under
Acta Resolutiva No. 011 dated May 30, 2017.

The issue of the reopened 2023 Notes was authorized by the Republic’s Debt and Finance Committee
under Acta Resolutiva No. 0014 dated October 10, 2017, Acta Resolutiva No. 010 dated October 10, 2018, and Acta
Resolutiva No. 010-2019, dated May 21, 2019.

The issue of the original 2026 Notes was authorized by the Republic’s Debt and Finance Committee under
Acta Resolutiva No. 029 dated December 8, 2016.

The issue of the reopened 2026 Notes was authorized by the Republic’s Debt and Finance Committee
under Acta Resolutiva No. 02 dated January 10, 2017 and Acta Resolutiva No. 0014 dated October 10, 2017.

The issue of the Additional Notes was authorized by the Republic’s Debt and Finance Committee under
Acta Resolutiva No. 021-2019 dated July 10, 2019.

3. The Republic is involved in certain litigation and administrative arbitration proceedings. See
“Legal Proceedings” in this Supplement.

4. On November 28, 2017, Moody’s Investors Service affirmed the Republic’s long-term
Government bond ratings at “B3” with a “stable outlook.” On September 30, 2017, Standard & Poor’s Ratings
Services affirmed the Republic’s foreign long-term issuer rating at “B” with a “stable outlook.” On June 29, 2017,
Standard & Poor’s Ratings Services revised the Republic’s foreign long-term issuer rating to “B-"" and affirmed the
“stable” rating outlook. On September 6, 2016, the Republic’s long-term foreign currency issuer default rating by
Fitch Ratings was affirmed at “B,” but the rating outlook was revised from “stable” to “negative.” On September
13, 2017, Fitch Ratings affirmed the Republic’s long-term foreign currency issuer default rating at “B” with a
“negative” rating outlook. On August 17, 2018, Fitch Ratings downgraded the Republic’s long-term foreign
currency issuer default rating to “B-” from “B” and revised the rating outlook to “stable” from “negative.” On
December 12, 2018, Moody’s Investors Service changed the Republic’s sovereign credit rating outlook from stable
to negative. On January 10, 2019, Fitch changed the Republic’s rating outlook to “negative” from “stable.” Ratings
are not a recommendation to purchase, hold or sell securities and may be changed, suspended or withdrawn at any
time. The Republic’s current ratings and the rating outlooks currently assigned to the Republic are dependent upon
economic conditions and other factors affecting credit risk that are outside the control of the Republic. Any adverse
change in the Republic’s credit ratings could adversely affect the trading price for the Additional Notes. Each rating
should be evaluated independently of the others. Detailed explanations of the ratings may be obtained from the
rating agencies.

5. Application has been made to list the Additional Notes on the Official List of the Luxembourg
Stock Exchange and to have the Additional Notes admitted to trading on the Euro MTF Market. So long as any of
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the Additional Notes are listed on the Luxembourg Stock Exchange, the Republic will maintain a paying agent in
Luxembourg.

6. Copies of the following documents may be obtained, free of charge, on any business day
(Saturdays, Sundays and public holidays excepted) at the office of the Paying Agent in Luxembourg so long as any
of the Additional Notes are listed on the Luxembourg Stock Exchange:

(a) the Indentures incorporating the forms of the respective Global Notes,

(b) this Supplement,

(© the Offering Circulars,

(d) copies of the 2008 Constitution, and the Legislative Decrees of the Republic referred to in
paragraph 2 above (in Spanish), and

(e) copies of the Republic’s consolidated public sector fiscal accounts for the last calendar year (as
and when available in English).

7. Other than as disclosed herein, including information that has been updated as of ......... , 2019,
and in the Offering Circulars, there has been no material adverse change in the financial condition of the Republic
which is material in the context of the issue of the Additional Notes.

8. Save as disclosed in “Legal Proceedings” in this Supplement, the Republic is not involved in any

litigation or arbitration proceeding relating to claims or amounts which are material in the context of the issue of the
Additional Notes nor, as far as the Republic is aware, is any litigation pending or threatened.
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66
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67
33
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56
66
34
66
67
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104
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72,98
174

176
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41

61

179
74
168
14
15
131
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61
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Organic Code for the Environment

Organic Law for Intercultural Education

Organic Law for Productive Development

Organic Law for the Application of the
Referendum

Organic Law for the Citizenship Security
and Public Order Entities

Organic Law for the Institutionalization of
the Live Arts Festival in Loja as a Place
for the Gathering and Promotion of
Ecuador’s Cultural Expressions and
Identity

Organic Law for the Integral Planning of the
Special Amazon Territorial
Circumscription

Organic Law for the National System of
Road Infrastructure for Ground
Transportation

Organic Law for the Optimization and
Efficiency of Bureaucratic Procedures

Organic Law for the Reactivation of the
Economy, Strengthening of Dollarization
and Modernization of Financial
Management

Organic Law Interpreting the Ninth General
Section of the Organic Law on
Intercultural Education

Organic Law of Border Development

Organic Law of Electric Power Public
Service

Organic Law of Energy Efficiency

Organic Law on Prevention and Punishment
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Organic Law Reforming the Civil Procedure
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of Production, Trade and Investment and
the Organic Law of Solidarity

Organic Law Reforming the Organic Law of
Communication

Organic Law Reforming the Organic Law of
the Council for Citizen Participation and
Social Control

Organic Law Repealing the Organic Law to
Eliminate Speculation on Land Values
and Tax Fixing

Organic Law to Reform the Organic Law of
Public Service

Organic Law to Reform the Organic Law of
Public Service and the Labor Code to
Prevent Labor Harassment

Original 2020 Issuance

Original 2022 Issuance

Original 2023 Issuance

61
65
63
62

61

65

63

61

64

31,62
65
63

66
66

66
66
66

57

55, 65

65

63

62

62

62
169
169
170
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Original Notes
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Pacific Alliance
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Par Notes

Pardaliservices S.A.

PDI Notes

Perenco

Petroamazonas

Petroecuador

Plan of Prosperity

PLANEE

priority consumer credits
Production Code

Program for Public Finance
PROPHAR, S.A.
PROSPECTUS REGULATION
Prosur

Provincial Courts of Justice
PTT International

Public Companies Coordinator Company
Public Corporations Law
Public Defender

Public Planning and Finance Code
Purchase Price

Quito Stock Exchange

Reform Act to the Internal Tax Regime Law

and the Reform Act for Tax Equity in
Ecuador

Regional Payment Compensation Unitary
System

Regulation Implementing the Public Debt to

GDP Ratio Calculation Methodology

Regulation S

Regulation S Global Note

Regulation to the Organic Law for
Productive Development

Remaining August 2018 Additional Notes

Repo Substitution

Republic” or “Ecuador

Repurchase Price

Restricted Global Note

Revitalizing Project of Inclusive Alliances
in Value Chains

Revolutionary Armed Forces of Colombia

Rule 144A

Schlumberger

Scientific-Technological and Fiscal Stability

Social and Productive Reactivation
Special Account
Second 2027 Notes

8,52, 64,

174,
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170

156
104
75
45
170
170
170
168
72
168
94
15

15
66
132
50
128
96

39
35
74
15
51
35
163
176
129

50

111

10

10
175
174
177
181

23

72

50
171

192

Secretariat for Human Rights

Secretariat for Internal Boundaries

Secretariat for Risk-Management

Secretariat for the National Development

Secretariat for Water

Secretariat of Communication of the
Presidency

Secretariat of Hydrocarbons

Secretariat of Intelligence

Secretariat of Sports

Securities Act

SENAE

SENPLADES

SEPS

Sertecpet

Shaya

Shushufindi

SNEE

SOTE

Special Audit

Special Consumer Good Tax

Stabilization, Social Investment and Public
Indebtedness Reduction Fund

Substituted August 2018 Additional Notes

SUCRE

Superintendency of Information and
Communication

Superintendent of Banks

Superintendent of Companies, Securities
and Insurance

Superintendent of the Popular Economy

Supplement

Swap Agreement

Tax Culture Day

Technical Secretariat for Affordable
Housing, Development and Youth
Employment

Tecpetrol

Telecommunications Law

Temporary Merger Unit

Transitional Citizen Participation and Social

Control Council

Transparency and Social Control Branch

Transparency Committee

Tribunal of Penal Safeguards of the
Quitumbe Judicial Unit

Trustee

Twelfth Court of the Civil Circuit in the
First Circuit of Panama

UDR

UNASUR

UNCITRAL Rules

VAT

Yachay

Zero Routine Flaring by 2030

33
32
32
27
32

33

32,71

33
32
1
111
8
129
72
73
72
66
75
8
145

135

176, 178

111

65
35

129
129

1
172
145

28
72
57
16

33
35
68

27
1

98
65
11
64
25
84
74



ISSUER

The Republic of Ecuador
Ministry of Economy and Finance
Av. Amazonas entre Pereira y Unién Nacional de Periodistas.
Plataforma Gubernamental de Gestién Financiera. Pisos 10y 11.
Quito, Ecuador

LEGAL ADVISORS TO THE REPUBLIC OF ECUADOR

As to United States and English Law As to Ecuadorian Law
Hogan Lovells US LLP Coordinacion General Juridica
390 Madison Ave. Ministerio de Economia y Finanzas
New York, New York 10017 Av. Amazonas entre Pereira y Unién Nacional de
United States Periodistas.

Plataforma Gubernamental de Gestién Financiera.
Pisos 10y 11.
Quito, Ecuador

TRUSTEE AND REGISTRAR

The Bank of New York Mellon
240 Greenwich Street, Floor 7E
New York, New York 10286
United States
Attention: Corporate Trust — Global Americas

LONDON PAYING AGENT AND ACCOUNT BANK

The Bank of New York Mellon, London Branch
One Canada Square, 40th Floor
London E14 SAL
United Kingdom

LUXEMBOURG LISTING AND PAYING AGENT

The Bank of New York Mellon SA/NV, Luxembourg Branch
Vertigo Building — Polaris
2-4 rue Eugeéne Ruppert
L-2453
Luxembourg
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Investors should rely only on the
information contained in the Offering
Circular and this Supplement or to
which the Republic of Ecuador has
referred investors. Ecuador has not
authorized anyone to provide
information that is different from the
information contained in the Offering
Circular and this Supplement. This
Supplement and the Offering Circular
may only be used where it is legal to sell
these  Additional Notes. The
information in this Supplement may
only be accurate on the date of this
Supplement.

The Republic of Ecuador

U.S.$610,359,000
8.750% Notes due 2023
U.S.$611,870,000
9.650% Notes due 2026

Offering Circular Supplement

August 9, 2019

194



APPENDIX A:
Original Offering Circular dated May 30, 2017, and its supplements dated October 11, 2017 and May 31,
2019, with respect to the 2023 Notes.



OFFERING CIRCULAR

The Republic of Ecuador
U.S.$1,000,000,000 8.750% Notes due 2023
U.S.$1,000,000,000 9.625% Notes due 2027

The Republic of Ecuador (the “Republic” or “Ecudblas offering U.S.$1,000,000,000 aggregate priatipmount of its 8.750% Notes
due 2023 (the “2023 Notes”) and U.S.$1,000,000&8gregate principal amount of its 9.625% Notes 2027 (the “2027 Notes”) (the
“Notes”). Interest on the Notes will be payable sarmually in arrears on June 2 and December 2df gear, commencing December 2,
2017. We refer to the 2023 Notes and the 202@Notdividually as a “Series of Notes” and togetethe “Notes”.

The Notes will contain provisions, commonly knoven“eollective action clauses,” regarding acceleratif the Notes and voting on future
amendments, modifications and waivers to the teants conditions of the Notes. These provisionschviare described in the sections
entitled “Description of the Notes—Events of Defaand “Description of the Notes—Modifications—Cative Action,” differ from those
applicable to certain of the Republic’s outstandixgernal Indebtedness (as defined herein). Undghn provisions, the Republic may: (a)
amend the payment provisions of each Series ofsNemtel certain other reserved matters with the obrfethe holders of 75% of the
aggregate amount of the outstanding Series of Notéther non-reserved matters with the consethiedfiolders of 66% of the aggregate
amount of the outstanding Series of Notes; (b) nmekerved matter modifications affecting two or eneeries of debt securities with the
consent of (x) holders of at least?8% of the aggregate principal amount of the outstandebt securities of all series that would be
affected by that reserved matter modification (tekeaggregate) and (y) holders of more than 50%hefaggregate principal amount of
the outstanding debt securities of each affectadsséaken individually); or (c) make reserved t@amodifications affecting two or more
series of debt securities with the consent of hsldé at least 75% of the aggregate principal arhofithe outstanding debt securities of
all affected series (taken in aggregate), provitieat the Uniformly Applicable condition is satigfieas more fully described in
“Description of the Notes—Modifications—Collectivetion.”

Except as described herein, payments on the Natelsenmade without deduction for or on accountithholding taxes imposed by the
Republic. There is currently no public market foe Notes. Application has been made to list tlsgedl on the Official List of the
Luxembourg Stock Exchange and to have the Notestiadnto trading on the Euro MTF Market. This Oiffgr Circular constitutes a
prospectus for the purpose of the Luxembourg Latediduly 10, 2005 on prospectuses for securitieangended. The Notes are and will
be issued in registered form and, in limited cirstemces, definitive form in minimum denominatiorfsbS.$200,000 and integral
multiples of U.S.$1,000 in excess thereof.

See “Risk Factors” beginning on page 28 regardingettain risk factors you should consider before invsting in the Notes.

2023 Notes Price: 100.000%
2027 Notes Price: 100.000%
plus accrued interest, if any, from June 2, 2017

Delivery of the Notes will be made on or about J2n2017.
The Notes have not been and will not be registerachder the Securities Act of 1933, as amended (th&écurities Act”). The Notes
may not be sold within the United States or to U.Sersons except to qualified institutional buyersn reliance on the exemption
from registration provided by Rule 144A under the ®curities Act and offered and sold to certain persts in offshore transactions
in reliance on Regulation S under the Securities Aq“Regulation S”). You are hereby notified that sdélers of the Notes may be
relying on the exemption from the provisions of Seion 5 of the Securities Act provided by Rule 144Ainder the Securities Act.
The Notes will be represented by one or more peemtaglobal notes in fully registered form withonterest coupons, deposited with a
common depositary for Euroclear Bank S.A./N.V. (féalear”) and Clearstream Bankirgpciété anonymgClearstream”). Beneficial
interests of Euroclear participants in the globales will be shown on, and transfers thereof betweeroclear participants will be
effected only through, records maintained by Ewacland its direct and indirect participants, idolg Clearstream Bankingociété
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 2003/71 EC (THE “PROSPECTUSIRECTIVE") MUST BE ADDRESSED TO QUALIFIED
INVESTORS (AS DEFINED IN THE PROSPECTUS DIRECTIVE).

Lead Manager and Global Coordinator

Citigroup
The date of this Offering Circular is May 30, 2017.
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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, anche Lead Manager has not, authorized anyone to proste
you with information that is different from the inf ormation contained in this Offering Circular. This Offering
Circular may only be used where it is legal to sethese Notes. The information in this Offering Ciralar may
only be accurate on the date of this Offering Circlar.

This Offering Circular may only be used for themses for which it has been published.
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The Notes will be general, direct, unsecured, uasiibated and unconditional obligations of EcuadoH,
be backed by the full faith and credit of Ecuadwod avill rank equally in terms of priority with Ecder’s External
Indebtedness (other than Excluded Indebtednesgjefased in “Description of the Notes”, providedhat, such
ranking is in terms of priority only and does netjuire that Ecuador make ratable payments on ttiesNaith
payments made on its other External Indebtedness.

The Notes will be issued in registered form onlack Series of Notes sold in offshore transactions i
reliance on Regulation S under the Securities Alttoe represented by one or more permanent globtds in fully
registered form without interest coupons (the “Ratjon S Global Note”) and each Series of Notes solthe
United States to qualified institutional buyersofea “qualified institutional buyer”) as defined iand in reliance
on, Rule 144A under the Securities Act (the “RuidA”) will be represented by one or more permargtabal
notes in fully registered form without interest poas (the “Restricted Global Note” and, togethethwihe
Regulation S Global Note, the “Global Notes”), ack case deposited with a common depositary forregistered
in the nominee name of a common depositary for &ean for the respective accounts at Euroclearuah s
subscribers may direct. Beneficial interests afd€lear participants (as defined under “Book-Ergeftlement and
Clearance”) in the Global Notes will be shown ond aransfers thereof between Euroclear participarltsbe
effected only through, records maintained by Ewacland its direct and indirect participants, idcig
Clearstream. See “Book-Entry Settlement and Chesrd Except as described herein, definitive Netdsnot be
issued in exchange for beneficial interests in@hebal Notes. See “Description of the Notes—DeiuaitNotes.”
For restrictions on transfer applicable to the Npsee “Transfer Restrictions” and “Subscriptiod &Sale.”

The Republic has taken reasonable care to ensatréhthinformation contained in this Offering Citauis
true and correct in all material respects and nisleading as of the date hereof, and that, to @t bf the
knowledge and belief of the Republic, there has e omission of information which, in the contektthe issue
of the Notes, would make this Offering Circularaas/hole or any information included in this Offegiircular,
misleading in any material respect. The Republeepts responsibility accordingly.

This Offering Circular does not constitute an otfgr or an invitation by or on behalf of, the Relwlor
the Lead Manager to subscribe to or purchase athedflotes. Each recipient shall be deemed to heade its own
investigation and appraisal of the financial cowditof the Republic. The distribution of this Offeg Circular or
any part of it and the offering, possession, satbdelivery of the Notes in certain jurisdictionayrbe restricted by
law. Persons into whose possession this Offeringu@@ir comes are required by the Republic and #eellManager
to inform themselves about and to observe any seslrictions. See “Subscription and Sale” and “§fan
Restrictions” for a description of further restiacts on the offer, sale and delivery of Notes, drstribution of this
Offering Circular, and other offering material g to the Notes.

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

Each person purchasing Notes pursuant to Rule i Ae deemed to:

* represent that it is purchasing the Notes for W& @ccount or an account with respect to which it
exercises sole investment discretion and that gumh 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 reofferedldepledged or otherwise transferred except as
described under “Transfer Restrictions.”



Each person purchasing Notes pursuant to Rule MgbAacknowledges that:

» it has been afforded an opportunity to request filoenRepublic and to review, and it has receivéd, a
additional information considered by it to be nseey to verify the accuracy of the information here
and acknowledges that the preliminary and finagrafify circulars supersede any other information or
presentation regarding the Repubilic;

* it has not relied on the Lead Manager or any peedbiiated with the Lead Manager in connection
with its investigation of the accuracy of the infation contained in this Offering Circular or its
investment decision; and

* no person has been authorized to give any infoomatr to make any representation concerning the
Republic or the Notes other than those containgdisOffering Circular and, if given or made, such
information or representation should not be relipdn as having been authorized by the Republic or
the Lead Manager.

IN CONNECTION WITH THIS ISSUANCE OF NOTES, THE LEAD MANAGER MAY, ITSELF
OR THROUGH ITS AFFILIATES, OVERALLOT OR EFFECT TRAN SACTIONS WHICH STABILIZE
OR MAINTAIN THE MARKET PRICE OF THE NOTES AT A LEVE L WHICH MIGHT NOT
OTHERWISE PREVAIL IN THE OPEN MARKET, TO THE EXTENT PERMITTED BY APPLICABLE
LAWS. SUCH STABILIZING, IF COMMENCED, MAY BE DISCON TINUED AT ANY TIME.

PRESENTATION OF INFORMATION

Unless otherwise specified or the context requirefgrences to “U.S. dollars,” “$” and “U.S.$” ate
United States dollars.

References to the “Republic’ and “Ecuador” are ke tRepublic of Ecuador, references to the
“Government” are to the Government of the Repubfi€Ecuador and the use of the term “Governmentadiil e
with regards to the Government of the Republic @idlor.

References to “FOB” are to exports free on boaditarfCIF” are to imports including cost, insurarered
freight charges.

References to laws that are “published” are to lnas have been approved by the National Assemiady a
confirmed by the President.

Certain figures included in this Offering Circulaave been rounded for ease of presentation. Rageen
figures included in this Offering Circular have niotall cases been calculated on the basis of smuatmded 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 ergited Ecuador. This
data is subject to correction and change in sulesgquublications.

FORWARD-LOOKING STATEMENTS

This Offering Circular contains certain forward4aog statements (as such term is defined in the
Securities Act) concerning the Republic. Theseestahts are based upon beliefs of certain Governoféaials
and others as well as a number of assumptions @timdages that are inherently subject to signifiaamtertainties,
many of which are beyond the control of the Reulifuture events may differ materially from thogeressed or
implied by such forward-looking statements. Suatwérd-looking statements include information coméal in the
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sections “Summary,” “The Republic of Ecuador,” “TReuadorian Economy,” “Balance of Payments andigore
Trade,” “Monetary System,” “Public Sector Financast “Public Debt” as well as:

External factors, such as:

* lower petroleum and mineral prices, which couldeadely affect Ecuador’'s economy, fiscal accounts an
International Reserves;

* damage to and volatility in the international capitnarkets for emerging markets issuers caused by
economic conditions in other emerging markets andes in policy of Ecuador’s trading partners dred t
international capital markets generally, which dowlffect Ecuador’s ability to engage in planned
borrowing;

» changes in import tariffs and exchange rates aérotlountries, which could harm Ecuador’s exporis, an
as a consequence, have a negative impact on tivthgnob Ecuador’s economy;

* recession or low growth in the economies of Ecuadoading partners, particularly of the United t8&a
and the European Union, which could lead to fewgiogs and affect Ecuador’s growth;

* a deterioration in relations between Ecuador arrotountries 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 priceashmodities;

* higher international interest rates, which could@se Ecuador’s debt service requirements and eegu
shift in budgetary expenditures toward additiorebtdservice; and

* terrorist attacks in the United States or elsewhaots of war, or any general slowdown in the dloba
economy.

Internal factors, such as:
» social and political unrest in Ecuador;
» Ecuador’s ability to continue to attract foreigwéstment;
» continued public support for Ecuador’s current coit policies;
* Ecuador’s level of domestic debt;
» general economic and business conditions in Ecyaddr
» other factors identified or discussed under “Riaktbrs.”
In addition, in those and other portions of thife@hg Circular, the words “anticipates,” “belieyes

“contemplates,” “estimates,” “expects,” “plans,’htends,” “projections” and similar expressionsttzsy relate to
the Republic, are intended to identify forward-lmakstatements.

Undue reliance should not be placed on forwardilapkstatements, which are based on current
expectations. Forward-looking statements are naaraguees of future performance. They involve risks,
uncertainties and assumptions. Future results nithgr dnaterially from those expressed in forwardkimg
statements. Many of the factors that will determtinese results and values are beyond the Republiilgy to
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control or predict. Because of the risks and uagaties involved, an investment decision basedhenesstimates
and forward-looking statements should not be mAtdorward-looking statements and risk factorslided in this
Offering Circular are made as of the date on thetfcover of this Offering Circular, based on im@tion available
to the Republic as of such date, and Ecuador assomebligation to update any forward-looking staat or risk
factor.
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ARBITRATION AND ENFORCEABILITY

The Republic is a sovereign state. Consequentiyait be difficult for investors to obtain or reaiapon
judgments in the courts of the United States oemtise to enforce the Republic’'s obligations untter Notes.
Under its Constitution, the Republic recognizesiteation, mediation and other alternative dispuésotution
proceedings for the resolution of controversiese Republic has not consented to the jurisdictioarof court in
connection with actions arising out of relatingptchaving any connection with the Notes and has#tdd itself to
arbitration under the LCIA Rules (as defined beloW)is submission to arbitration has been apprdwethe Office
of the Attorney General as the competent body efRkepublic which allow state courts to decide aenaatters as
described below. See “Description of the Notes—e®eign Immunity.” The Republic has agreed to tikWing
arbitration provisions (which shall be governedHnglish law) as part of the terms and conditionghef Notes
under an indenture between the Republic and Th& BaNew York Mellon (the “Trustee”), expected te Hated
on the Closing Date (the “Indenture”):

(@)

(b)

(©)
(d)

(€)

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 consequencekeohullity of the Indenture (a “Dispute”)
where the Republic is either a party, claimantpoeslent or is otherwise necessary thereto, will
not be referred to a court of any jurisdiction avill instead be referred to and finally resolved by
arbitration under the Rules of the London Courtrdgérnational Arbitration (“LCIA”) (“LCIA
Rules”) as at present in force and as modifiedhleylhdenture, in which LCIA Rules are deemed
to be incorporated by reference. In particular:

M There will be three arbitrators.

(i) Each arbitrator will be an English or New York gtiatl lawyer of at least 15 years’
standing with experience in relation to internagilobanking 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 pavity be entitled to nominate one
arbitrator. If there are multiple claimants andmultiple respondents, all claimants
and/or all respondents will attempt to agree upair respective nomination(s) such that
the claimants will together be entitled to nominate arbitrator and the respondents will
together be entitled to nominate one arbitratéranly such party or multiple parties fail
to nominate an arbitrator within 30 days from andluding the date of receipt of the
relevant request for arbitration, an arbitrator| yaé appointed on their behalf by the
LCIA Court in accordance with the LCIA Rules andolgmg the criteria at clause (ii)
above. In such circumstances, any existing nongnadr confirmation of the arbitrator
chosen by the party or parties on the other sid¢hefproposed arbitration will be
unaffected, and the remaining arbitrator(s) will d&gpointed in accordance with the
LCIA Rules.

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

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

The language to be used in the arbitration wilEglish. The arbitration provisions contained in
the Indenture will be governed by English law.

Without prejudice to any other mode of servicewadld by law, the Republic thereby appoints
Law Debenture Corporate Services Limited, withregistered office at 5/F, 100 Wood Street,
EC2V 7EX, London, England (the “Process Agent’)tasigent under the Indenture for service of
process in relation to any proceedings before thgli€h courts in relation to any arbitration
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contemplated by the Indenture or in relation tcogmition or enforcement of any such arbitral
award obtained in accordance with the Indenture.

If the Process Agent is unable to act as the Repsilsigent under the Indenture for the servicerotess,
the Republic must immediately (and in any evenhiwiten days of the event taking place) appointteraagent (a
“Replacement Agent”) on terms acceptable to thestBe

The Republic agrees that failure by the ProcesAge as applicable, a Replacement Agent, toynutié
Republic of the process will not invalidate theqeedings concerned.

Under the terms of the Notes, each holder of theedNis deemed to have agreed to the use of arditrat
under the LCIA Rules to resolve any dispute, cargrsy or claim of any nature arising out of, reigtto or having
any connection with the Notes. Accordingly, anurt@roceedings brought against the Republic bglden of the
Notes (other than to enforce an arbitration awaraly be stayed in favor of arbitration.

The Republic has not waived sovereign immunityefation to the Notes. The Republic has, however,
undertaken not to invoke any defense on the bésiayokind of immunity, for itself and/or its assgtwhich do not
constitute “Immune Property” in respect of legai@ts or proceedings in connection with the Notes.

“Immune Property,” in accordance with the provisaf the laws of the Republic, means:

(a) any property which is used or designated for us¢hén performance of the functions of the
diplomatic mission of Ecuador or its consular posts

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

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

(d) unexploited natural non-renewable resources in &aya

(e) funds managed in the national Treasury Account;

® assets and resources comprising available monretseyves of Ecuador;

(9) public domain assets used for providing public isess/in Ecuador;

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

bridges, roads, squares, beaches, sea and latedaneer 4,500 meters above sea level;
M accounts of the Central Bank, whether they are &letdad or locally; and
)] public entities’ deposits with the Central Bank,ettrer they are maintained abroad or locally.

The decision of any arbitral tribunal shall be fita the fullest extent permitted by law. The Reim
submits to the jurisdiction of any Ecuadorian coartof any court outside the Republic in connectiath a
properly obtained arbitral award, and such an raéiward may be enforced in any jurisdiction isadance with
the New York Convention on the Recognition and Ecdment of Arbitral Awards 1958. The Republic also
submits to the jurisdiction of the English courts donnection with any proceedings invoking the supery
jurisdiction of those courts in relation to an #mdion conducted pursuant to the Indenture.

Any award rendered by an arbitral tribunal propecbnstituted under the Purchase Agreement, the
Indenture or the Notes (as the case may be), woelénforceable against the Republic after an hayatien
process before a Provincial Civil Court of Justis@hout re-examination of the issues, provided th@omplies
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with the requirements established in the treatyveeh Ecuador and the country in which such awasd been
rendered, or in the absence of such treaty, wherfahmalities set forth in Articles 104, 105 and51énd other
relevant provisions of the General Code of Procecue met.

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

Any Dispute between the Trustee and any holdetsolaters only and where the Republic is not a party,
claimant, respondent or otherwise is necessaryetioemwill be subject to the non-exclusive jurisdictof
any New York state or United States federal coittrihg in the Borough of Manhattan, the City of New
York, and any appellate court from any thereofny action or proceeding arising out of or relatitaythe
Indenture (except actions or proceedings arisinglarnor in connection with U.S. federal and state
securities laws), and the Trustee and the holderslby irrevocably submit to such jurisdiction argtee
that all claims in respect of such Dispute may bartl and determined in such New York state or dnite
States federal court



EXCHANGE RATE INFORMATION

In January of 2000, following several weeks of se\exchange-rate depreciation of the sucre, theliiep
announced that it would dollarize the economy. Card¥l 1, 2000, the Ecuadorian Congress approveday@ara
la Transformacién Econdémica del Ecuad@Ecuadorian Economic Transformation Law”, or ttigollarization
Program”), which made the U.S. dollar the legati®rin Ecuador. The Ecuadorian Economic Transfoomd.aw
provided for the Central Bank to exchange, on demauncres at a rate of 25,000 sucres per U.S.$1rD8ddition
to providing an official basis to dollarize the romy, the law contained reforms aimed at strengptigefiscal
stability, improving banking supervision and esigibhg rules to encourage direct investment. Sthegpassage of
the Ecuadorian Economic Transformation Law, the. d@lar has been the legal tender in Ecuador. ube
Dollarization Program, the ability of the Republand/or the Central Bank to adjust monetary pating interest
rates in order to influence macroeconomic trendeéneconomy is limited.
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SUMMARY

The following summary does not purport to be cote@@d is qualified in its entirety by, and is sdtjto,
the detailed information appearing elsewhere is tBffering 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, itesha 950-mile
border with Peru to the south and the east, a 3i8hborder with Colombia to the north, and a 1,48ik coastline
to the Pacific Ocean to the west. The country empasses a wide range of geographic areas and eimatluding
the Pacific coastal plains, the Sierra (consisththe Andean highland region), the Oriente (charézed by the
Amazonian tropical rain forest) and the Galapagtends region located in the Pacific Ocean appratehy 600
miles from the coast.

In 2006, former president Rafael Correa was eleaiitl 56.67% of the vote. Prior to former Presiden
Correa taking office, protests in Quito contributed the mid-term ouster of three of Ecuador's |&sir
demaocratically elected Presidents. Former Presi@enrea was re-elected in general elections helBebruary
2013 with 57.17% of the vote.

Upon taking office, former President Correa beltevikat significant reforms were necessary to rectif
years of corruption, especially in regards to ecoicoand financial matters. To do so, former PrasidCorrea
called for a referendum to write a new constitutiovhich was approved by the electorate and theoNali
Assembly (the “2008 Constitution”). The 2008 Cdsibn provided the foundation for the economici dimancial
reform initiatives of the Correa administration.heébe reforms were consistent with the Correa adination’s
objective to promote economic growth, while redgqgioverty and inequality and fostering social pesgt

On June 26, 2014, the President of the Nationatrbdy submitted a request to tBerte Constitucional
(the “Constitutional Court”) soliciting their opiom as to whether certain proposals, including tia¢ would allow
for re-election of the President of Ecuador forirahefinite number of terms, were constitutional adraents or
constitutional reforms. Constitutional amendmegtgiire only the approval of two-thirds of the atl Assembly
while constitutional reforms require both the appiaf a two-thirds vote in the National Assembhdaa majority
of the population eligible to vote in a popularereihdum. On November 1, 2014, the ConstitutiormlrCruled
that the proposals were constitutional amendmerdsteerefore did not require a popular referendimDecember
2015, the National Assembly approved the proposatduding an amendment allowing for the indefinie
election of the president. However, a transitigo@vision was included stating that the amendmettnot be
effective before May 24, 2017, and thus it did aygply to former President Correa, whose term felsbn May 23,
2017.

On February 19, 2017 (the “2017 Election”) the mtestial election was held with eight candidatesnih
Moreno of former President Correa’s Alianza PAI$nhean first with 39.36% of the vote and Guillermadso of
the CREO - SUMA party, came in second with 28.09%he vote.Also, on February 19, a congressional election
was held with Alianza PAIS preserving control ot flegislative assembly by winning the majority eats with 74
seats, CREO-SUMA with 28 seats and PSC with 15sseaspectively. Since no candidate gained arighaitr
victory of 50% of the vote or at least 40% of tlotevwith an additional ten points of advantage dkercandidate
in second place for the presidential election,raaff election between President Moreno and Mr.sbasas held
on April 2, 2017. President Moreno was electedigesg with 51.15% of the vote. Ti@onsejo Nacional Electoral
(the “National Electoral Council” or “CNE") declatePresident Moreno as president elect on April0472 Both
the Organization of American States ("“OAS”) and Wr@on of South American Nations (“UNASUR”) monitat
the elections and recognized the transparencyeotbictoral process and the election results. @il A3, 2017,
CNE approved the recount of approximately 11.2%hneftotal ballots cast in the run-off election doe claim of
alleged inconsistencies by CREO-SUMA and Alianza340n April 18, CNE broadcast a live recount o# th
ballots subject to the claim. International obsesygolitical delegates of Alianza PAIS and repnéstves of social
organizations monitored the recount. The recoutifigd President Moreno as the winner of the ruhebdéction




with 51.16% of the votes. President Moreno assutmegbost of President of Ecuador on May 24, 201 dorge
Glas as Vice President for a four-year term.

On May 23, 2017, President Moreno announced thelbmesrof his cabinet, composed of 23 ministers, 12
secretaries and 8 other authorities. President Moramed Carlos Alberto de la Torre Mufioz as theidter of
Finance and Pablo José Campana Saénz as the Mioist®reign Trade. President Moreno’s cabinetlideb
former ministers under former President Correalsrest such as the Minister of Education, the Marisif Health
and the Minister of the Interior. On May 24, 20Pfesident Moreno merged tiMinisterio de Coordinacién y
Politica Economica(the “Ministry of Coordination and Economic Patdl) and theMinisterio de Finanzagthe
“Finance Ministry”) which became the Ministerio deconomia y Finanzas (the “Ministry of Economy and
Finance”). President Moreno abolished the followoogrdinating ministries by executive decree: Sleeretaria del
Buen Vivir (the “Secretariat for the National Developmenttf)e Secretaria Nacional de la Administracidtthe
National Secretariat of Administration”), thdinisterio de Agricultura, Ganaderia, AcuaculturaBesca/(the
“Ministry of Agriculture, Livestock, Aquaculture dnFishing”), theMinisterio de Coordinacion de la Produccién
Empleo y Competividad (the “Ministry for the Coandtion of Production, Employment and Competitiorife
Ministerio de Sectores Estratégic@ithe Ministry of Strategic Sectors"theMinisterio de Seguridahe“Ministry
of Security”) and theMinisterio del Conocimiento y Talento Huma(tbe “Ministry of Knowledge and Human
Talent”). President Moreno created the MinistryAofuaculture as well as ttgecretaria Técnica del Programa de
Toda una Viddthe “Technical Secretariat for Affordable Housifievelopment and Youth Employment”).

During his inaugural address, President Moreno ameed plans to maintain a dollarized economy, aign
executive decree to establish an austerity plancasate a Production & Taxation Advisory Councilestablish a
dialogue between the public and private sectors.

In addition, based on his party's platform, Presid&oreno set forth the following plans for his
administration intended to be formalized duringrie&t 90 days of his presidency through a developplan:

» creating theConsejo Consultivo para la Transparen¢ihe “Advisory Council for Transparency”), an anti
corruption organism dedicated to prevention, daiectsanction and remedy mechanisms to combat
corruption within the framework of the UN Convemtiagainst Corruption;

» creating 40 universities with a technical and tetbgical focus;
* increasing access to scholarships for low-incomeestts at private universities receiving governnagart

* providing a grant to students in extreme poverty\ghaduate from high school to utilize in entrejetamal
endeavors;

* incentivizing rural agricultural investment;

* using the annual income estimated from tax rettowsrds creating new jobs for youths as well asatde
economic and cash incentives to finance youth preneurship; and

* incentivizing home ownership through giving accessaffordable, long term credit with tHganco del
Instituto Ecuatoriano de Seguridad Sodfile Social Security Institute Bank of EcuadorBHESS”), and
public and private banks.

On April 16, 2016, a 7.8 magnitude earthquake kthe northern coast of Ecuador, (the “Pedernales
Earthquake”). The Pedernales Earthquake and esshficks caused severe damage to Ecuador’s inftast in
that region, including its roads and ports. Anleation conducted byecretaria Nacional de Planificacién y
Desarrollo (the “National Secretary of Planning and Developther “SENPLADES”), Instituto Nacional de
Estadistica y Censos (“National Institute of Statis’ or “INEC”) and various government ministries estiesathat
the cost of reconstructing the infrastructure dagddoy the Pedernales Earthquake is approximat&y$8.3 billion
(approximately 2-3% of Ecuador's GDP), and thathwat taking into account the cost of reconstrugtidamage
from the earthquake had an impact of -0.7% on therth of Ecuador’s gross domestic product (the “G 2016,
and, as of December 2016, an impact of -9.8% omyitbwth of GDP in Manabi, the province in which 9%¥#the




damage caused by the earthquake is concentratetesponse to the earthquake, President Correavesmga the
Ministry of Finance to reallocate public funds, eththan those allocated toward health and educatoward
reconstruction efforts through Article 3 of ExewatiDecree No. 1001 and proposed a series of maasuiteelp
finance reconstruction pursuant to his authoritgasmArticles 120 and 140 of the 2008 Constitution.

On May 20, 2016, thdey Orgénica de Solidaridad y de Corresponsabilid@tidadana para la
Reconstruccion de las Zonas Afectadas por el Tenemde 16 de Abril de 201@he “Law of Solidarity”) was
published and became effective. The Law of Soligamicludes the following measures:

* increasing the value added tax by 2% (from 12%4%)1for one year from June 1, 2016, of which an
additional 2% may be refunded if payments are métteelectronic money (i.e. a 4% VAT reimbursement
applies in payments made with electronic moneyis éxpected that on May 31, 2017, such rate eilim
to 12%;

e a one-time contribution by natural persons equl®6 of an individual’'s total assets for indivithkiahose
total assets exceed U.S.$1 million;

* aone-time contribution by corporations equal tod@heir 2015 taxable income; and

* a one-time contribution of a day's salary for onenth for those earning more than U.S.$1,000 a manth
one-time contribution of a day’s salary for two rfenfor those earning more than U.S.$2,000 a mamit;
similarly until a limit of a one-time contributioof one day's salary for five months for those eagnnore
than U.S.$5,000 a month.

Existing contingent credit lines include a U.S.$XBillion credit line with the World Bank, a U.S.$24
million credit line with Inter-American Developmemank (“IDB”), and a U.S.$100 million wittCorporacion
Andina de Fomentdthe “CAF”), and would explore the possibility stlling certain assets of the Republic,
including the Sopladora 487 MW hydroelectric plaBgnco del Pacifico S.A., th€orporacion Nacional de
Telecomunicacioneand other state owned utilities. Additionally, &uly 8, 2016, the International Monetary Fund
(the “IMF") approved a U.S.$364 million disburserhér the Republic under the IMF rapid financingtiument.
On July 8, 2016, the Executive Board of the IMFdoded its annual Article IV consultation with Edeos. The
financial support was granted to the Republic theotto make up for financial shortfalls and finaneeonstructions
resulting from the Pedernales Earthquake. The IMifoanced the financial support on July 8, 2016 hyress
release, which is available on the IMF website. TME disbursed the U.S.$364 million loan in a seglipfront
disbursement with no conditionality. Ecuador reedithe funds under the IMF rapid financing instemtn The
increase in international reserves during the peiriom April 30, 2016 to April 30, 2017 was primgrdue to loan
disbursements, including under the IMF financingtinment. On July 8, 2016, the Executive Boardhef tMF
concluded its annual Article 1V consultation witkelE&dor.

To date, four sources of financing are being usedddress relief and restoration efforts in retato the
Pedernales Earthquake, the General State Budgetqus from the Law of Solidarity, contingent limésredit and
national and international donations. On August 2616, Fausto Herrera, former Minister of Finaraécated
U.S.$888 million for immediate attention to relgfd restoration efforts in relation to the Peders&arthquake.

In 2006, Chevron brought arbitration proceedingairag} the Republic under the arbitration ruleshaf t
United Nations Commission on International Tradevl@he “UNCITRAL”) alleging the Republic’'s breach o
certain “denial of justice” provisions under theSUEcuador Bilateral Investment Treaty. In Augd®il, the
arbitral tribunal established that Ecuador had dired that treaty and should pay Chevron U.S.$96omiplus
compound interest calculated from September 1, 20iil the date of payment. The District Courttlogé District
of Columbia (Washington, DC) confirmed the awardawmor of Chevron, and the United States Court ppdals
for the District of Columbia Circuit affirmed theidrict Court’s decision. Accordingly, the arbitealvard granted to
Chevron was due and payable in the United Statisstise same force and effect as a judgment in igilcction.
The total amount due under the award, (U.S.$96lbmplus U.S.$16.4 million in interest) was pdig Ecuador to
Chevron in satisfaction of the arbitral award.




The Ecuadorian Economy

The U.S. dollar is the legal tender in Ecuador. eéith of the four years from 2012 through 2015 the
Ecuadorian economy registered positive rates olvigroin real terms, while in 2016, the Ecuadoriamormmy
contracted in real terms as described below. Ib528e economy of Ecuador grew by 0.2% in real secompared
to 7.9%, 5.6%, 4.9% and 4.0% for 2011, 2012, 2@1h8, 2014, respectively. This decreased level ofvtir when
compared with prior years was mainly due to dea@asvenues resulting from the decline in the poiceil. On
April 10, 2017, the Central Bank published inforimatregarding GDP for 2016. Real GDP for 2016 was
U.S.$69,321 million, compared to U.S.$70,354 millio 2015, representing a decrease of 1.5% inteeais. This
decrease is mainly due to the decline in the pot®il, a stronger dollar and the impact of the étedles
earthquake. From 2011 to 2016, the average real @bDWth of Ecuador was 3.5% compared to the 1.68tame
real GDP growth of other Latin American and Cardobeountries. From 2012 to 2015, the Ecuadorianauy
grew from a nominal GDP of U.S.$87,925 million i12 to U.S.$100,177 million in 2015. In 2016, theminal
GDP reached U.S.$97,802 million representing aedess from the U.S.$100,177 million in 2015. For 20he
Central Bank estimates a nominal GDP of U.S.$1@B8lion. From 2012 to 2015, nominal GDP per capjtew
from U.S$5,665 in 2012 to U.S.$6,154 in 2015. 0d& nominal GDP per capita decreased to U.S.$5,917

Inflation for the 12-month period ending in Ded®n 31, 2016 decreased to 1.1% from 3.4% for the 12
month period ending December 31, 2015. This deersadue to a decrease in the price of certain gatsn motor
vehicles and fruits and vegetables as a resubrfpetition from Peruvian agricultural products einig the market,
the impact on the price of imported goods as altre$wa stronger dollar and the application of agrtadditional
tariffs. Inflation decreased from 1.8% for the 1®mth period ended April 30, 2016 to 1.1% for theniénth
period ended April 30, 2017 due to a decreaseire @f certain products including sound and imagmording
equipment, garments for women, footwear for maritsy motor vehicles and frozen or refrigeratedfrpoultry, as
a result of a stronger dollar and the applicatiboeotain additional tariffs.

The rate of unemployment decreased from 4.2% ir1 2013.8% in 2014 due to increased job creation in
the services and commerce industries. The rate@hployment increased from 3.8% in 2014 to 4.8%0ih5 due
to a general slowdown of the economy in 2015 thatd job losses in both the private and publitssec The rate
of unemployment increased to 5.20% as of Decemligr2816 because of an increase in the labor force
participation rate as previously economic inactivembers of society joined the labor force. The rate
unemployment decreased from 5.7% as of March 316 #04.4% as of March 31, 2017.

In 2016, manufacturing was the largest sector efdbonomy measured by percentage of GDP (13.93%),
followed by trade (10.15%), construction (9.64%)menunity services (8.94%) and agriculture (8.62%).2015,
manufacturing, construction, trade, community srsiand agriculture were the largest sectors ofetomomy
measured by percentage of GDP, respectively aciomufor 13.79%, 10.70%, 10.48%, 8.66% and 8.44%0P.

According to the Central Bank’s monthly bulletirr #april 2017, oil field crude production, includirtbat
of private and state-owned companies, reached 20illién barrels for the year 2016, averaging 548,06pd. This
represents a 1.2% increase from the 198,230 mitlaorels produced for the year 2015, or an avepagguction of
543,000 bpd. This increase was principally dueh® commencement of operations at new oilfieldsh ag the
Ishpingo-Tambococha-Tiputini (the “ITT") field in asuni National Park, which began extraction in Seyer
2016.

Crude oil exports as measured in U.S. dollars 8{eedtreased from 2011 to 2013. Ecuador’s cruie o

exports totaled U.S.$13,016 million in 2014, a 3.086rease from U.S.$13,412 million in 2013. Cradlexports

in 2015 totaled U.S.$6,355 million, a 51.2% deceelaam U.S.$13,016 million in 2014. Both decreasese due
to the decline in the price of oil beginning inda2014 and continuing through 2015. In 2016, croiti@xports
reached U.S.$5,054 million, a 20.4% decrease frod1$6,355 million in 2015. This decrease was dwedecrease
in the average price of petroleum per barrel frorS.$45 in 2015 to U.S.$34 in 2016. The Esmeraldfinary
underwent a period of preventative maintenancentip the end of 2015. In 2016, the fully-operatibBzmeraldas
refinery processed larger quantities of refinedqgbetim, temporarily reducing the average price etfgdeum per
barrel up to the third quarter of 2016, when thiegoof petroleum began to increase once more.




The Government of the Republic considers the watelecommunications, natural resources, and
electricity sectors to be the most important sectdrthe economy. In 2014, the Government invebt&i$7,017
million in these strategic sectors, compared to.$6536 million in 2013. In 2015, investment in Bdor's
principal economic sectors decreased by 18% to$5,%36 million. This decrease was due to the Gowent's
decision to decrease investment in the oil sectoPd15 as a result of expected lower revenues fibrsales.
Investment in the oil and mining sector decreaserh fU.S.$3,014 million in 2015 to U.S.$2,533 mitli;n 2016.
In 2016, the Government invested U.S.$4,386 miliiorthe strategic sectors, compared to U.S.$5,7@6min
2015. In 2016, the Government invested in watéecéenmunications, natural resources and electricigiuding
investments made by the state-owned company thainaders all infrastructure projects carried oyt the
Ministerio Coordinador de Sectores Estratégi¢thee “Ministry of Coordination of Strategic Secbior “MICSE)
(“Ecuador Estratégico”), and other areas of investts including those made Winisterio de Ambientdthe
“Environment Ministry”) and the Public Enterpris@@inistrator of the Special Economic Developmeme&&loy
Alfaro ZEDE.

The Government has targeted the electricity se@borsignificant capital investment. In 2016, the
Government invested U.S.$1,348 million in the eleity sector, a 17.4%% increase from 2012, whea th
Government invested U.S.$1,148 million in the sectds of 2014, hydroelectric plants supplied apprately
46% of the power in Ecuador. As of 2015, hydrdeieplants supplied 56% of the power in EcuadBy. year-end
2016, hydroelectric plants generated 66% of thegpaw Ecuador. Ecuador’s objective in developigdrbelectric
power is to reduce its consumption of oil throughbased generators, thereby decreasing oil impaorts electric
energy imports and improving energy independence.

On July 21, 2016, theey Organica de Prevencion, Deteccion y Erradicacdel Delito de Lavado de
Activos y del Financiamiento de Delitfthe “Law to Eliminate Money Laundering and thedfining of Crimes”)
was published and became effective. This lawtenitied to prevent, detect, and eliminate moneyderimg and the
financing of crimes by creating a registry of “unal and “unjustified” financial operations andngactions. In
addition to the institutions that are part of tivehcial and insurance systems of Ecuador, therémuires certain
other entities and institutions to report to tbaeidad de Analisis Financiero y Econémi¢the “Financial and
Economic Analysis Unit”), the Government entity pessible for compiling information and producingogs
relating to money laundering.

On August 22, 2016, President Correa signed a elexffectuating the merger of Ecuador’s Public T an
Radio Company (“E.P. RTVEcuador”) with the statened newspaper, El Telégrafo, to form fEmpresa Publica
de Medios Publicos de Comunicacion del Ecuador-btedtiablicos EP(“Public Media and Communications
Company of Ecuador”). This consolidation decres i8aued for the purpose of eliminating duplicafivections of
media entities.

On August 24, 2016, the Central Bank of Ecuador thedCentral Bank of Iran (Bank Markazi Jomhouri

Islami Iran) signed a memorandum of understandibaabanking and payment arrangement. The twondects
provide for mechanisms to set up accounts, netifqgayments and other payment arrangements bettheetwo
central banks to facilitate future payments of eipbetween Iran and Ecuador. A third document sigsed by
the Agencia Ecuatoriana de Aseguramiento de CalidadAdeb de la Republica del Ecuad(ihe “Agency for the
Quality Assurance of Agriculture of Ecuador”) artetPlant Protection Organization of the Islamic g of
Iran. The document is a memorandum of understgnttiiat establishes a framework for bilateral coapen in
plant quarantine methods in accordance with thermational Plant Protection Convention.

Ecuador previously entered into two other coopeeatigreements with Iran. The first, signed in Oeto
2011, is a memorandum of understanding that estasdia framework for bilateral cooperation on heaitiatives.
The second, signed in June 2012, is a commeraiebagent that establishes a framework for any futaremercial
trade between Iran and Ecuador.

On October 12, 2016, theey Organica de Incentivos Tributarios para VariBectores Productivos e
Interpretativa del Articulo 547 del Cddigo Organide Organizacion Territorial, Autonomia y Desceligacion
(the “Law on Tax Incentives”) was published anddmee effective. The Law on Tax Incentives is intmhdo
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encourage productivity by extending tax incentiteeadditional sectors of the economy. The law distads income
tax deductions for micro, small and medium sizedimesses that provide private health insurancehé&ir t
employees and income tax deductions for public eor@imercial transport operators equal to the valuthe

vehicles owned by such operators.

On October 17, 2016, tHeey Orgéanica que Regula a las Compafiias que FieanServicios de Atencién
Integralde Salud Prepagaday a las de Seguros que Of€dbartura de Seguros de Asistencia Médliba “Law to
Regulate Companies that Finance Pre-paid Healthiceerand Health Insurance Companies”) was puldigrel
became effective. The law is intended to regulate health service @migs and health insurance companies and to
provide clear legal requisites for the establishnaexl operation of those entities.

On October 21, 2016, tHeey de Fortalecimiento a los Regimenes Especia@eSegjuridad Social de las
Fuerzas Armadas y de la Policia Naciofile “Law to Strengthen the Social Security Systfrthe Armed Forces
and National Police”) was published and becamectie The law is intended to make the nationateayn of
social security more sustainable over time by m@ladjustments and improvements to the pensionsublfig
servants from Ecuador’s Armed Forces and Nationht®

On December 13, 2016, they Organica para Evitar la Especulaciéon sobre alov de las Tierras y
Fijacion de Tributos(the “Law to Eliminate Speculation and Tax Fixipngvas published and became effective.
This law is intended to create a more equal distiob of wealth and resources in Ecuador. Thisitaposes a tax
of 75% on capital gains obtained from the saleeaf estate in excess of an amount equal to 24 bagied wages,
or U.S.$9,000 as of the time the minimum wage f@ year 2017 went into effect. The Law to Elimiat
Speculation and Tax Fixing also imposes more strihgroperty record keeping obligations on the Aatoous
Centralized Governments.

On December 20, 201the Ley Organica Reformatoria a la Ley OrganicaS#gvicio Publico y al Cédigo
de Trabajo(“Law to Reform the Organic Law of Public ServicedaLabor Code”)was published and became
effective. Under this law, a public servant whass to work for a public institution receives f@inuneration up
until the last day worked on the last month of wawthout receiving payment for the remaining dagsworked on
that month. The aim is to not overcompensate tleosployees partially working during a month as @gabto
those who work the full month.

On April 12, 2017 theCdodigo Orgéanico del Ambientghe “Organic Code for the Environment”) was
published. The Organic Code for the Environment Wcome effective on April 12, 2018, and will réage
activities that generate impact and damage tonkE@ment as well as allocate oversight of thegeities to the
Autoridad Ambiental Naciondthe “National Environmental Authority”), th®istema Unico de Manejo Ambiental
(the “Office for Environmental Management”) and #etonomous Decentralized Governments upon ceatibo.
This code’s general principles include: an emphésissustainable development, clean technologgrradtive
energies, and additions to production costs afi@dessary measures to prevent, avoid or reduagipglictivities.
This code also provides for studies of environmantpact, environmental management plans as wedbastions
and infractions due to violations of environmemiatms.

On April 18, 2017, théey para laRestructuracion de Deudas de Banca Publica, Baremada y Gestion
del Sistema Financiero Nacional y Régimen de Val@tee “Law to Restructure Debt of Public Banks &ldsed
Banks”) was published and became effective. Thisi¢aintended to restructure and forgive debt {bebt”) arising
from the 1999 financial crisis in Ecuador which ppied the closure of seventeen banks. The Law $strirdure
Debt of Public Banks and Closed Banks forgives [éhtp to U.S.$150,000 that is owed by survivinguges and
surviving cohabiting partners of deceased debtersall as by debtors who are incapacitated. Intexidithe Law to
Restructure Debt of Public Banks and Closed Baokgvfesexpenses, surcharges, and interest payments afrslebt
of the Banco Nacional de Fomento (“BNF”) so longtesdebtors make payment of at least 5% of theipal owed
to BNF.

On May 5, 2017, théey Orgéanica del Sistema Nacional de Infraestrugtuial del Transporte Terrestre
(the “Organic Law for the National System of Roadrdstructure for Ground Transportation”) was pstéid and
became effective. The law establishes a regimethferdesign, planning, execution, construction, mheaiance,
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regulation and control of infrastructure for grounahsportation and its complementary services. latveclassifies
roads by type to facilitate the approval of prgeir the construction of road infrastructure, ieegithese projects
to include studies of environmental and social ict@es well as of security of the rgahd allocates responsibility
to the central government and the Autonomous Dealergd Governments to maintain the infrastructfrground
transportation.

Balance of Payments and Foreign Trade

Between 2012 and 2016, Ecuador experienced fluohstbetween balance of payment deficits and
surpluses. While there were surpluses in 2012816, there were deficits in 2012, 2014 and 20A%.increase in
Government investment contributed to a deficit 088581.9 million in 2012. In 2013, an improvemanthe
financial account that was the result of an inaeeas bilateral debt and corresponding loan disbuesgs
contributed to a balance of payments surplus of.$1,845.9 million. However, the current accountiaefof
U.S.$923.3 million registered in 2013 representieerease compared to the U.S.$165.7 million curaenbunt
deficit registered in 2012. This deficit is thesult of an increase in imports, particularly wigspect to imported
capital goods and raw materials.

In 2014, Ecuador experienced a balance of paymedfiditdof U.S.$424.5 million as a result of a dexse
in the capital and financial account, which decedaffom U.S.$2,914.5 million in 2013 to U.S.$32&8lion in
2014 as a result of a decrease in investment &oydéar. However, the current account improved feodeficit of
U.S.$923.3 million in 2013 to a deficit of U.S.$522million in 2014. This improvement was due te th
improvement in the trade balance from a deficitUoB.$528.6 million in 2013 to a deficit of U.S.$63nillion
2014. This improvement resulted from an increasem-petroleum exports in 2014, particularly banane shrimp
exports.

In 2015, Ecuador’s balance of payment deficit gtew).S.$1,488.4 million as a result of a decreasbé
current account. The current account decreased fodeficit of U.S.$522.9 million in 2014 to a aifi of
U.S.$2,114.0 million in 2015. The expansion of thedicit in the current account was due to an iaseein the
deficit in the balance of trade from U.S.$63.5 imillin 2014 to a deficit of U.S.$1,649.8 in 201%ieh resulted
mainly from a decline in the price of oil. In 2Qt6ere was a balance of payment surplus of U.80617 million,
an increase compared to the U.S.$1,488.4 millidicidén 2015. The balance of payment surplus was to an
increase in the current account. The current adcouneased from a deficit of U.S.$2,114.0 million2015 to a
surplus of U.S.$1,418.6 million in 2016. The suspin the current account was mainly due to an iwvgment in
the trade balance from a deficit of U.S.$1,649.8ioni to a surplus of U.S.$1,569.9 million, whiclasvdue to a
decrease in imports particularly with respect tpanted fuel and lubricants as well as capital goods

In Ecuador, total direct foreign investment reactle8.$567.5 million, U.S.$727.1 million, and U.S/873
million, in 2012, 2013 and 2014, respectively. Birforeign investment in 2015 reached U.S.$1,32%l0on, the
largest amount from 2012 to 2015. This increase augsto continuing investment in Ecuador’s infrasture, in
particular, its electricity and water sectors. 2016, direct foreign investment reached U.S.$744illion, a
decrease compared to the U.S.$1,322.0 million it520his decrease was principally due to a decréase
investment in the manufacturing and in the servieeslered to businesses sectors. In 2016, thelgetn sector
represented the largest percentage of direct foreigestment with 64.4% of all investment. Commeerel
transportation, storage and telecommunicationsovi@t representing 14.3% and 5.10% of direct foreign
investment, respectively.

In 2015, overall exports decreased to U.S.$18,38Bliom a decrease of 29% compared to 2014. This
decrease was primarily due to a decrease in crildemorts (51%), though there were also decreasatrimp
exports (9.3%) and exports of tuna and other fish8%). The decrease in crude oil exports reftette decrease
in the price of crude oil in 2015. In 2016, ovémports decreased to U.S.$16,798 million, a desweof 8%
compared to 2015. This decrease was primarilytdwedecrease in crude oil exports (20%), as vgl decrease
in cacao exports (10%) and exports of metal manwrfiag (21%). For the period of January throughrdéha2017,
overall exports increased to U.S.$4,721 million,imerease of 30% compared to the same period ft6.20his




increase was primarily due to an increase in caildexports (84%), as well as an increase in basana plantains
exports (19%) and an increase in shrimp export%j§25

Although the levels of imports increased from 2842014, the rate of increase declined over thabge
due to the Republic’s promotion of domestic produrct In 2012, the rate of increase of imports Wed%, which
increased slightly to 6.1% in 2013 and decline@. 8% in 2014. In 2015, imports totaled U.S.$21,5ii8ion,
compared to U.S.$27,726 million for 2014 registgrihe first decrease in the levels of imports ia fgast five
years. This decrease in the level of imports waestd budget adjustments that limited the amoumtivastment to
be used in the purchase of imports. In 2016, itspmtaled U.S.$16,324 million, as compared tolh®.$21,518
million in 2015, reflecting a 24.1% decrease pipadly due to a decrease in the price of cruderal @ decrease in
imports of fuel and lubricants.

Monetary System

The Government of President Correa prioritizedstadilization of the monetary system and promoted t
safety of the financial system. As of April 30, Z0the Ecuadorian banking system had a total ob&king
institutions, of which one was a foreign-owned banil one was a state-owned bank.

Banking deposits, primarily composed of demand gigpaand time deposits, constitute the principal
source of financing for the banking system. Froet@nber 31, 2011 through December 31, 2014, iotel &nd
demand deposits increased 44.8%, from U.S.$18,58illien to U.S.$26,874.5 million. As of Decembgt, 2015,
time and demand deposits totaled U.S.$23,291.1omijla decrease of 13.3% compared to December BY. 2
This decrease is due to a decrease in the avaiatilcredit for the year. As of December 31, 0fime and
demand deposits totaled U.S.$27,475 million, aneiage of 18.0% since December 31, 2015. Thisaseres due
to a significant growth in demand deposits. As @TiA30, 2017, total time and demand deposits msed to
U.S.$27,524 million, an increase of 13% comparedigol 30, 2016. This increase was due to a sigaift growth
in demand deposits, which increased 18.9% froml &% 2016.

Total assets of the banking system increased frd&$23.9 billion in 2011 to U.S.$33.6 billion in 20
As of December 31, 2015, total assets for the lbankystem totaled U.S.$30.9 billion, a decreas8%fsince
December 31, 2014. This decrease in total asselsei to the decrease in time and demand depog®lb. As of
December 31, 2016, total assets for the bankintgmsydotaled U.S.$35.6 billion, an increase of 15.8#tce
December 31, 2015. This increase in total assatse to an increase in available funds of U.S.B®ian in 2016.
Total assets of the banking system increased frdt$31.9 billion as of April 30, 2016 to U.S.$3%hillion as of
April 30, 2017, an increase of 11.8%. This increaas principally due an increase in the loan phbatfof U.S.$2.4
billion and an increase in cash of U.S.$1.0 billion

With respect to the various sectors, most loarrésterates remained stable during the period frédR2
through 2016 with the corporate productive lendimgrest rate increasing slightly to 8.2%, and comar lending
rates remaining at approximately 15.9% from 20120®3, increasing slightly to 16.0% in 2014. Ini3@onsumer
credits were divided into “ordinary consumer crgdifor the acquisition or commercialization ofHigfossil fuel
vehicles and “priority consumer credits,” dedicatedhe purchase of goods or services or expensteeiated to
productive activity or ordinary commercial activityAfter such reclassification, the ordinary consuntending
interest rate was 16.2% in 2015 increasing sligtatl¥6.8% in 2016, and the priority consumer legdirterest rate
increased from 16.0% in 2015 to 16.7% in 2016.

In 2015, the Committee of Monetary and Financididgdregulation established new categories of ¢sedi
in the financial sector and fixed the maximum iegtrrates for these categories. Following thisngkain
categorization, in 2015 the key corporate lendimgrest rates increased above the corporate lemndergst rate in
2014, from 9.1% to 9.2%. In 2015, the priority somer lending interest rate remained in line witd general
consumer lending interest rate available in 20186a0%, and the ordinary consumer lending intenastincreased
above this rate to 16.2%. For more informationarding changes to categories of interest rates;Menetary
System—Interest Rates and Money Supply.”




Average loan interest rates on short-term and teng- loans decreased slightly from 8.2% in 2012 to
8.1% in 2016 due to certain banks reducing intei@sts on consumer loans as a result of excesslitigu During
the same period, the average interest rates orsiiefiecreased from 4.5% in 2012 to 5.1% in 201ébee banks
increased interest rates offered to the publiadeioto satisfy liquidity needs.

From 2011 to 2015, the banking system’s delinquanaty varied and past-due loans represented 2.2%,
2.8%, 2.6%, 2.9%, and 3.7% of the total loan pbdfaespectively. The delinquency rate increage@.8% in
2012 as a result of an increase in consumer pastahns which increased from U.S.$175 million inl2Go
U.S.$293 million in 2012. However, the rate deseghto 2.6% in 2013 due to a reduction in pastloaes of the
commercial sector, which decreased to U.S.$284amill In 2014, the delinquency rate increased 8862.as a
result of the increase in delinquency rates in gores credits from 4.7% to 5.5%. In 2015, the dpliency rate
increased to 3.7% due to the increase in delingueates in commercial credits from 12.7% to 14.3%wall as the
decrease in the total loan portfolio. In 2016,dke&nquency rate on loans from the private bankegor decreased
to 3.5% as a result of a U.S.$166.2 million deaeasthe delinquency rate on consumer loans. A8pofl 30,
2017, the delinquency rate decreased to 3.6% cadparthe 4.7% delinquency rate as of April 301&0This
decrease is principally due to a decrease of 11In98ast-due loans while the total loan portfoliorieased by 13.5%
as a result of an increase in the income of borewdich decreased payment delays.

In September 2014, the National Assembly enadiedCbdigo Organico Monetario y Financiergthe
“Monetary and Financial Law”) in order to addressaknesses of the Republic’s financial system stegrfiom
the banking crisis in 2000. To achieve its objexgtj the Monetary and Financial Law creates a regulatory
body, theJunta de Politica y Regulacion Monetaria y Finanai@he “Committee of Monetary and Financial Policy
Regulation”) to oversee and regulate the executbrmonetary, foreign exchange, financial, insuranaed
securities policies of the country. The committee€omprised of delegates from Ecuador’s MinistfyFmance,
Ministerio de Industrias y Productividagthe “Ministry of Production and Industrializatign” Ministerio
Coordinador de Politica Economicéthe “Ministry of Economic Policy”), office of thélational Secretary of
Planning and Development, and a delegate appdoytéide President. The principal function of thenooittee is to
oversee and monitor the liquidity requirements ofi#&lor’s financial system, ensuring that liquidiynains above
certain levels (to be determined by the Committe®&lonetary and Financial Policy Regulation). Tlasvlalso
creates a separate internal auditor for the Goventmfinancial entities, establishes certain nofanghe Central
Bank and theSuperintendencia de Banc@he “Superintendent of Banks”) regarding theiddet, purpose, and
supervision, and sets forth reporting requiremémtthe Committee of Monetary and Financial PoligRlation.
The law also explicitly establishes that certaiccants in the Central Bank, including the accowssd for the
deposits of the&Corporacion de Seguro de Depdésiftise “Deposit Insurance Corporation” or “COSEDETf)d the
Fondo de Liquidez del Sistema Financiero Ecuatarithe “Liquidity Fund”), are subject to sovereignmunity
and cannot be subject to attachment of any kind.

The law further establishes that all transactionspetary operations and accounts in the Republic of
Ecuador will be expressed in U.S. dollars. Othastiens of the law make reference to an electrgaigment
system to facilitate payments to vendors. Throtindg voluntary electronic payment system, Ecuadariaill be
allowed to make online payments to participatingd@s through a payment system managed by the Goest.
Payments made through the system will be deduatenedited directly from accounts that vendors eatablish
with the Central Bank and will be backed by ligassets in the Central Bank. On August 7, 2014,im@ihone
carrier Movistar signed an agreement with the Gériank to establish accounts to use the electrpaienent
system. In December 2014, the electronic paymgsiem began operations. According to the CentrakBas of
May 2016, approximately U.S.$1 million was in ciation in Ecuador in electronic currency. The lawther
establishes that further details regarding thisrgayt system may be set forth by the Committee ofiéfary and
Financial Policy Regulation in regulations and lawhe Committee of Monetary and Financial PoliggRlation
issued various laws, including the Law to Balanoélie Finances and the Law of Solidarity, both dfieh are
described herein, incentivizing and further regotathe use of electronic money. For more infoiorategarding
the Monetary and Financial Law, see “Monetary SysteSupervision of the Financial System.”

On April 29, 2016, th&ey Organica para el Equilibrio de las Finanzas Réas (“Law to Balance Public
Finances”) was published with the purpose of stitezrgng dollarization, correcting abuses in taxdfigsn and
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redistributions and generating a change in Ecuadarating habits. According to a March 19, 20ltoancement
by President Correa, the law would also generatitiadal revenue needed to offset the decline irpaces. In

order to achieve its goals, the law regulates aisdodrages excessive consumption of cigaretteghalic

beverages and sweetened beverages through a specsaimption tax. Additionally, the law promotég use of
electronic money and credit cards issued by estttiat are part of the national financial systenrdfyunding 2%
and 1% of payments made with electronic money editicard, respectively, directly to consumers.e Taw also
seeks to halt currency outflows by discouragingtthasfer of large amounts of cash and encouragsigad the
use of electronic means of payment.

On November 24, 2016, thlinta de Politica y Regulacion Monetaria y Finangi¢the “Monetary and
Financial Policy and Regulation Board”) issued R&son No. 302-2016-F, amending Resolution No. 2036-F
by increasing from 2% to 5% the reserves that firerinstitutions with more than U.S.$1.0 billion assets are
required to hold at the Central Bank. This resotutis expected to reduce the liquidity of theseaficial
institutions’ Central Bank deposits by approximatglS.$750 million.

Public Sector Finances

The increase in the year to year deficit from 2682015 was due to increased Central Government
spending during each such year, particularly in @gsagnd salaries and interest payments in connegiibndebt
obligations, and in 2015 was also due to the dedfinoil prices. The increase in the year to yesicd from 2015
to 2016 was due to a stronger dollar which affeetgabrts, the Pedernales earthquake and the daclalkeprices.

During the five-year period from 2012 through 201Be Central Government budget deficit as a
percentage of GDP increased from 2.0% in 2012 7805n 2016. During the same five-year period, ltheget
deficit for the non-financial public sector incredsrom 0.9% in 2012 to 7.5% in 2016. The increasdhe deficit
from 2012 to 2013 were due to increased infrastrecspending. The increases in the deficit in 2814 2015
were due to an increase in wages and salariesoamd petroleum revenues for both years. Howeherdecreases
in the deficit from 2014 to 2015 were the resulbotiget adjustments undertaken by Ecuador’s MingdtiFinance
(outlined below).

In 2016, total revenues of the Central Governmerew.S.$18,556 million, while total expendituresrev
U.S.$24,103 million. This results in a deficit 0fS.$5,448 million in 2016, an increase comparethéodeficit of
U.S.$3,805 million in 2015. This increase in tredidt is primarily due to decreases in petroleuswenue, non-
petroleum revenue as well as in revenue from cetéades.

In 2016, the non-financial public sector registeeedeficit of U.S.$7,314 million compared to a difi
U.S.$5,091 million in 2015. This increase in thedict was due to a decrease in the revenues fhansale of oil
exports caused by the decrease in the price dfiwihg the time period. In 2016, total revenuestfe non-
financial public sector totaled U.S.$30,314 millian decrease from U.S.$33,586 million in 2015.2016, total
expenditures for the non-financial public sectaraled U.S.$37,628 million (equivalent to 38.5 % @DP), a
decrease compared to U.S.$38,676 million (equivate88.6% of GDP) in 2015.

On October 31, 2015, the executive branch presamed®016 draft budget to the National Assembly
which proposed a budget of U.S.$29.8 billion fae frear, a 17.9% decrease from the U.S.$36.3 bibdiaginally
proposed for the 2015 budget and a 12.4% decrearsettie U.S.$34.1 billion adjusted budget for 20k5ssumed
an average crude oil price of U.S.$35.00 per hawhkich represented a 56% decrease from the U.S&{8er
barrel average price that was assumed for thenati@015 budget. The 2016 draft budget also estighidhat there
would be a budget deficit equivalent to 2.4% of G&Rl a GDP growth of 1%. Excluding financing, thitial
2016 draft budget provided for U.S.$25.7 billionerpenses, comprised of U.S.$8.8 billion in satasied wages,
U.S.$4.7 billion in consumer goods and serviceS.$8.4 billion in capital transfers and donatidd<5.$4.4 billion
in other investment expenses and U.S.$4.5 billiomther expenses. Total revenues under the 2016 tdrdget
were U.S.$23.2 billion, including U.S.$17.3 billian taxes, rates and contributions, U.S.$4.8 Millio current
transfers and donations and U.S.$1.2 billion irepttevenues. The 2016 draft budget, as presewtiapproved
by the National Assembly on November 24, 2015 aswhine effective on January 1, 2016 (the “2016 Btifdge
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From time to time, the Ministry of Finance revismsd adjusts the sources and uses of funds initially
provided for in the draft budget. On March 3, 20th@ Minister of Finance announced that the 20aédg&t would
be adjusted by approximately U.S.$800 million. Thiaister specified that approximately U.S.$400limril would
be reduced from investment and current expenseshatdhere would also be reductions to the budgkthe
Autonomous Decentralized Governments. The Ministrfrinance made reductions in its estimates oémee
forecasts for non-petroleum revenue by U.S.$780iamjlincome tax by U.S.$507 million, value addect by
U.S.$818 million, and the Currency Outflow Tax bySl$209 million as compared to the original 2016idet
revenue forecasts. In addition, while making réidas to permanent expenses by U.S.$203 millionveages and
salaries by U.S.$284 million, the Ministry of Fir@nincreased its projected expenses for the poovisi goods and
services by U.S.$137 million and other non-perméaests by U.S.$965 million, both as compared &dtginal
2016 Budget revenue forecasts.

For 2017, the Ministry of Finance’s estimated peofn for financing needs (both internal debt and
external debt) is U.S.$12.56 billion. The Ministfy Finance estimates that approximately U.S.$®idn will
derive from international financing and approxinhatd.S.$6.13 billion from domestic financing. Witkespect to
international financing, the Ministry of Financepexts that such financing may come from variousrcas)
including drawdowns under existing loan facilitiegw bilateral and multilateral lending facilitidsynd issuances
and other methods of providing liquidity that thepRblic has previously utilized, such as oil seatated
transactions, among others. With respect to doof@sancing, the Ministry of Finance expects teath financing
may derive from rollovers of existing debt, newgaments by the Ministry of Finance and the CerBeak, certain
projects and domestic operations. While the MigisfrFinance has expectations as to the approxiaratunts to
be derived from the various sources, such allocassubject to market conditions as well as tHecigs of the new
administration and such amounts and the use dirthrcing sources set forth in this paragraph jesu to change.

Pursuant to Article 295 of the 2008 Constitutionring a presidential election year, the nationaldat is
to be presented for National Assembly approval iwitthe first 90 days of the term of the next presid
Accordingly, the 2017 budget (“2017 Budget”) wik lpresented for National Assembly approval withia first 90
days of the term of President Moreno, which begarMay 24, 2017. In the interim period, Article 16% the
Cddigo Organico de Planificacion y Finanzas Pubti¢dhe “Public Planning and Finance Code”) provithest the
total amount of the budget for the preceding yeduich in this case is the 2016 Budget, as initialpproved by the
National Assembly, will be used as the provisidmadiget for 2017 until the 2017 Budget is approvédticle 118
of the Public Planning and Finance Code grantsMiméstry of Finance the authority to modify any apged
budget in an amount up to 15% of any approved aloc. The Ministry of Finance has the authorityriodify the
2016 Budget while it is being used as the provisidoudget for 2017 and until the 2017 Budget israygd.
Although the initial 2016 aggregate budget allamatdf U.S.$29.8 billion remains while the 2016 Batgperates
as the provisional budget for 2017, there have Ipeedifications to the budget allocation for eactt@e The most
important differences are in an increase to thegbtetl amounts for the communications, social weléard urban
and housing development sectors and in a decreate tbudgeted amount for the single Central Bamalstan
account for the management of Ecuador’s resoutbesCuenta Unica del Tesotar “Treasury Account”) as well
as in decreases to the budgeted amounts for theahegsources and agricultural sectors.

Public Debt

Total public external debt increased from U.S.$@®Million in 2011, which represented 12.7% of GEd,
U.S.$20.23 hillion in 2015, which represented 20@DP. This increase in debt was primarily duéncreased
debt from bilateral lenders. Total public exterdabt was U.S.$25.68 billion as of December 31, 20&6pared to
U.S.$20.23 billion as of December 31, 2015. Totalig external debt as of April 30, 2017 was U.$.9$98.2
million, an increase from U.S.$21,263.9 millionaisApril 30, 2016 due primarily to disbursementdadns from
the China Developmeritank, the issuance of the 2022 and 2026 bonds af@epublic’'s guarantee of the issuance
of the Petroamazonas 2019 Notes and the Petroaas20620 Notes.

Public sector consolidated debt, including interaatl external debt of the financial and non-finahci

public sector and the external Central Bank debanoe, was U.S.$27,886 million as of April 30, 2017
U.S.$22,623 million as of April 30, 2016, U.S$2132illion as of December 31, 2015, compared to $18,679
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million as of December 31, 2014, U.S.$13,957 wnillas of December 31, 2013, and U.S.$11,526 miki®rof
December 31, 2012.

As of December 31, 2014, the top three bilatenatiées to Ecuador were China, Brazil and Spain, with
debt levels of U.S.$5,074.4 million (63.7% of tioat bilateral debt), U.S.$302.8 million (3.8% bettotal bilateral
debt) and U.S.$158.1 million (1.9% of the totaht#fal debt) respectively. As of December 31, 2€i& top three
bilateral lenders to Ecuador continued to be ChBrazil and Spain, with debt levels of U.S.$5,29&#lion
(85.4% of the total bilateral debt), U.S.$295.5limnl (4.5% of the total bilateral debt) and U.S.@B4million
(2.2% of the total bilateral debt) respectivelys & December 31, 2016, the top three bilateralden to Ecuador
were China, Brazil, and Spain, with debt levels b5.$6,974.5 million (89.5% of the total bilaterdébt),
U.S.$227.7 million (2.92% of the total bilateralbtleand U.S.$133.4 million (1.71% of the total béal debt),
respectively.

As of April 30, 2017, the top three bilateral lerslto Ecuador were China, Brazil, and Spain, wéhtd
levels of U.S.$ 6,871.2 million (88.7 % of the tdidateral debt), U.S.$ 220.3 million (2.8 % bkttotal bilateral
debt) and U.S.$ 167.9 million (2.2 % of the totiddteral debt), respectively.

As of April 30, 2016, the top three bilateral lerslto Ecuador were China, Brazil and Spain, withtde
levels of U.S.$ 5,295.6 million (85.7% of the tdbélhteral debt), U.S.$ 295.5 million (4.8 % of tiogal bilateral
debt) and U.S.$ 135.8 million (2.2 % of the totddteral debt) respectively.

In 2008, Ecuador defaulted on its interest paymértshe 2012 and 2030 Bonds (as defined in “Public
Debt — Debt Obligations” herein) in the aggregate amouhtapproximately U.S.$157 million and principal
payments of approximately U.S.$3,200 million. B02 the Republic launched cash tender offers ththeers of
the 2012 and 2030 Bonds and from 2009 through dte af this Offering Circular has repurchased aotu 2012
and 2030 Bonds. As of the date hereof, the t@gtegate amount of outstanding principal on the228id 2030
Bonds is U.S.$52.1 million, which represents 1.6%he original aggregate principal amount of th&2@nd 2030
Bonds.

In December 2005, the Republic successfully laud@reissuance of the 2015 Bonds (the “2015 Bonds”).
The use of the proceeds of the 2015 Bonds wasytddck certain of the 2012 Bonds in accordance thigr terms.
The Republic successfully repaid all principal amnédrest on the 2015 Bonds on December 15, 2015.

On June 17, 2014, the Republic successfully iséli€d$2.0 billion of Bonds due June 2024 (the “2024
Bonds”) with a coupon of 7.95% at 100% of the pasghprice. The most recent interest payment or2@2d
Bonds, which was due on June 20, 2016, was paitidyrepublic in accordance with the relevant indentThe
Republic is current on its financial obligationsden the 2024 Bonds and intends to make all paymenthey
become due and payable. The Republic used thegusmf the 2024 Bonds to finance its various raldatric
projects and other infrastructure projects contemegl in the National Development Plan.

On March 24, 2015, the Republic successfully isSugti$750 million of Bonds due March 2020 with a
coupon of 10.50% (the “Original 2020 Issuance”)180% of the purchase price. The Republic re-opghed
Original 2020 Issuance on May 19, 2015 and suagkgs$sued an additional U.S.$750 million of Boratsa price
of 107.789%, also due 2020 (together with the @&abP020 Issuance, the “2020 Bonds”). The mostnmemterest
payment on the 2020 Bonds, which was due on Septeg#y 2016, was paid by the Republic in accordavitte
the relevant indenture. The Republic is currenttsrfinancial obligations under the 2020 Bonds aménds to
make all payments as they become due and paydble.Republic used the proceeds of the 2020 Bonfisance
its various hydroelectric projects and other infiacture projects contemplated in the National Dgwment Plan.

On July 28, 2016, the Republic successfully issUedl$1.0 billion of Bonds due 2022 with a coupon of
10.75% (the “Original 2022 Issuance”) at 100% af thurchase price. The Republic reopened the @itigia22
Issuance on September 30, 2016 and successfulgdisn additional U.S.$1.0 billion of Bonds at Egiof 100%,
also due 2022 (together with the Original 2022 ds=e, the “2022 Bonds”). The Republic is curranits financial
obligations under the 2022 Bonds and intends toenadlkpayments as they become due and payable R&peblic
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used the proceeds of the 2022 Bonds to financeaiisus hydroelectric projects and other infraduites projects
contemplated in the National Development Plan.

On December 13, 2016, the Republic successfullyesdJ.S.$750 million of Bonds due 2026 with a
coupon of 9.650% (the “Original 2026 Issuance"pat00% purchase price. The Republic reopened thggn@l
2026 Issuance on January 13, 2017 and succesisllgd an additional U.S.$.1.0 billion of Bondsagtrice of
103.364% also due 2026 (together with the Oright¥16 issuance, the “2026 Bonds”). The Republizuisent on
its financial obligations under the 2026 Bonds artdnds to make all payments as they become dugayable.
The Republic used the proceeds of the 2026 bon{E) tinance Government programs, (2) finance stfiacture
projects that have the capacity to repay the réld&bt obligations and to (3) refinance an existmternal debt
obligation on more favorable terms.

In February 2017, Petroamazonas issued two tranmhastes guaranteed by Ecuador. Under the first
tranche, Petroamazonas issued U.S.$355,225,848t85 due 2019 with a coupon of 2.000% (the “Petezaimas
2019 Notes”) pursuant to an indenture enteredbetaveen Petroamazonas, Ecuador as guarantor anglantkeof
New York Mellon as trustee. Under the second tranétetroamazonas issued U.S.$315,339,980.55 note2020
with a coupon of 4.625% (the “Petroamazonas 202€e$p pursuant to an indenture entered into between
Petroamazonas, Ecuador as guarantor, and The Hahlew York Mellon. In May 2017, the holders of the
Petroamazonas 2020 Notes sold the Petroamazon@s\a®d2s to subsequent purchasers in the interrsteapital
markets.

Ecuador’s other significant external debt transadiin 2015 included a January 7, 2015 memorandum o
understanding with China Development Bank in cotioeavith a loan of up to U.S.$1.5 billion. Theopeeds of
the loan were used for eligible infrastructure aledelopment projects in Ecuador. On the same @ateador
entered into a framework agreement for future compen with China Exim Bank. This agreement allcte
Ministry of Finance to regularly submit prioritysts of projects which it proposes to be financedChyna Exim
Bank, within three years of the date of the agregmihe initial priority list included six projects be financed at a
total cost of U.S.$5.3 billion. The rights andightions of the parties will be stipulated in relavloan agreements
to finance specific projects.

Additionally, on February 26, 2015, Ecuador enteir@® a Foreign Purchase Credit Agreement with
Deutsche Bank Sociedad Andnima Espafiola. Thepoageeds of the first disbursement of the loan wsesl to
purchase radar equipment and other equipment forath defense of Ecuador. This agreement provides
U.S.$88 million facility to be repaid in a termmihe years.

On March 31, 2015, Ecuador entered into a 13-y8z3,$85.7 million facility agreement with the Baok
China Limited, Panama Branch (U.S.$60.0 million ogtment) and Deutsche Bank AG, Hong Kong Branch
(U.S.$25.7 million commitment). The proceeds frane first disbursement of this facility were usemt the
restoration and improvement of the Sigchos-Chugnotaind Buena Vista-Vega Rivera-Paccha-Zaruma Highwa

In January 2016-mpresa Publica de Hidrocarburos del Ecuadtetroecuador”) entered into a credit
agreement for a facility of up to U.S.$970 millilom a consortium of banks led by Industrial andr@eercial
Bank of China Limited, China Exim Bank, and Chinindheng Banking Corp., Ltd. The first tranche 081$820
million was disbursed in February 2016. The fagitelates to a multiparty contractual structureoining a crude
oil delivery contract entered into with PetroChingernational Company Limited, (“Petrochina”). Theedit has a
term of five years.

In February 2016, the Republic entered into a UWS%million preferential buyer credit loan agreemen
with China Exim Bank to finance the first phaseYaichay (See “The Ecuadorian Economy—Other Sectotiseo
Economy—Science and Technology”). The loan agreeimes a 3% interest rate and a term of 20 years.

On April 29, 2016, Ecuador entered into an eiglaryean agreement with China Development Bank for
U.S.$2 hillion. The agreement relates to a muitipeontractual structure involving a crude oil idety contract
entered into with PetroChina.
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On July 15, 2016, Ecuador’s Ministry of Finance dnelnstituto de Crédito Oficia(the Official Credit
Institute of Spain), acting for Spain, entered iatdJ.S.$183.6 million credit agreement for the fficiag of the
supply of rolling stock, auxiliary vehicles, worlaghtools and equipment and parts for Quito’s finstro line.

On July 28, 2016, thimstituto Ecuatoriano de Seguridad Socfde Ecuadorian Social Security Institute
or “IESS”) entered into two loans for U.S.$65.0lmail and U.S.$13.3 million, respectively, both wifreutsche
Bank, Sociedad Andnima Espafiola, as agent, vaother financial institutions, as mandated leadrayeas and
Ecuador, acting through its Ministry of Finance,gasirantor. The loans will be repaid over a ternsedfen years
and will be used to finance the construction antfiting of hospitals in the city of Guayaquil aride city of
Machala, respectively.

On September 23, 2016, Ecuador entered into a 108.#illion bilateral loan agreement with CAF to
finance costs related to damages to infrastruendehousing caused by the Pedernales Earthquake.

On October 31, 2016, the Republic entered into lvems with IDB for U.S.$160 million and U.S.$143
million, respectively. The Republic is using thegeeds of the loans to support education and empecgyams.

On November 14, 2016, the Republic entered into%$175 million loan with the European Investment
Bank. The Republic intends to use the proceedb@lioan towards reconstruction efforts in the st were
affected by the Pedernales Earthquake.

On November 17, 2016, the Republic, acting throitghMinistry of Finance, entered into a 20 year,
U.S.$102.6 million loan facility with China Exim Bk to be used to finance the survey, design andtagction of
the Santa Ana Aqueduct Hydraulic Stage One Project.

On November 29, 2016, the Republic entered into.8.$19.7 million loan facility with a final
amortization date of October 15, 2041 with IDB teahce costs related to its emergency response gmobpr
reconstruction efforts in the areas that were tdtbby the Pedernales Earthquake.

On December 1, 2016, Petroecuador signed a crudealel and purchase contract with PTT Trading
International Pte Ltd (“PTT International”), pursuido which Petroecuador will receive initial prgpeents of $600
million shortly after signing for crude oil to beeldvered to PTT International during the five-ydarm of the
contract. On December 6, 2016, Petroecuador signkekl oil sale and purchase contract with Omardifica
International Ltd (“OTI"), pursuant to which Petoogdor will receive an initial prepayment of U.®3million
shortly after signing for fuel oil to be deliveragl OTI during the 30-month term of the contractcomnection with
each contract, the Republic has agreed to refuntigqurchasers any amounts of the prepaymentseiaicd
surcharges for advance payment which are not otbersatisfied through the delivery of crude oilfoel oll,
respectively, or refunded by Petroecuador in a@mued with the contracts.

On December 22, 2016 the Municipality of Ibarraeeed into a U.S.$52.5 million loan with the World
Bank for a transport infrastructure improvementjgeb The loan has a term of 24 years and is gteed by
Ecuador acting through the Minister of Finance.

On December 22, 2016, Ecuador, acting through itésty of Finance, entered into a 12 year terrmloa
facility for U.S.$167.4 million with Bank of Chin&imited, Beijing Branch, Bank of China Limited Liaimg
Branch, Bank of China Limited, Panama Branch, Bain&hina, Hong Kong Branch and Deutsche Bank AQ)dHo
Kong Branch. The proceeds of the facility weredugefinance the construction of schools in Ecuaaha purchase
of related goods and equipment.

On December 22, 2016, Ecuador entered into a DS $Aillion loan with the World Bank for a term of

35 years to finance a project to increase the keneol of technical and technological educationalgpams in
Ecuador and strengthen the institutional managewfesuch programs.
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On December 28, 2016, Ecuador entered into a LRR$illion credit agreement with a term of 20 year
with the European Investment Bank to finance thestaction, renovation and equipment of 21 tecHréced
technological institutes of higher education in &abor.

On February 2, 2017, the IEES entered into a USififlion credit agreement with Consorcio NHQ with
50% of the total amount due 30 days from the dbéxecution of the agreement and the remaining 6D#hbe total
amount due 24 months from the date of executiacghe@hgreement.

On February 21, 2017, Ecuador entered into a U0Sa§ilion loan with the Japan Bank for Internatibna
Cooperation (“JBIC”) with a term of 12 years todirce an energy efficiency project related to regidewater
heating.

On March 14, 2017, Ecuador entered into a U.S.$8illbn loan with the CAF with a term of two years
to partially finance projects relating to the gextremn, distribution and transmission of electricity

On April 1, 2017, Ecuador entered into a U.S.$78iani loan with the French Development Agency
(“AFD") with a term of 20 years to finance certaducational projects.

On April 18, 2017, Ecuador entered into a U.S.$6iian loan with the IDB with a term of 25 years to
finance the reconstruction of electrical infrasttme in areas affected by the Pedernales Earthqaakiethe
incorporation of seismic resistant infrastructur¢hie provinces of Esmeraldas, Manabi and Santoifimn

On May 22, 2017, the IESS entered into a 7 year$4Smillion credit agreement with Deutsche Bank,
Sociedad Andénima Espafiola, Banco Santander, SdBanco Popular Espafiol, S.A. guaranteed by Ecuador
partially finance the construction and the purchafssgquipment for the IESS hospital in the Pichanghovince.

On July 15, 2008, Petroecuador d@Petroleos de Venezuela Ecuador, S'RDVSA Ecuador”) formed a
new entity calledkefineria del Pacificgthe “RDP”) in which Petroecuador is currently tinajority shareholder
(51%) and PDVSA Ecuador is the minority sharehol(d®). RDP will develop a refinery project withet same
name to be built in the municipality of Manta, Mah#rovince, with a total nameplate capacity of,800 bpd.
The land rights and environmental licenses necgs$satevelop RDP have already been obtained, gmdlaminary
detailed feasibility study of the project is contpleThe total estimated investment for RDP is appmately
U.S.$15 billion. Negotiations are ongoing to pdavifinancing for the project. In the event RDRlie to obtain
financing through debt for this project, it is rabear whether it would be able to do so while remmaj within the
40% public debt to GDP limit as further describad'Public Sector Finances—Fiscal Policy.” Constiat has
commenced and the project is scheduled to be coedpby year-end 2021.

On October 25, 2016, pursuant to Article 147, G#ali3 of the 2008 Constitution, former Presidentr&or
exercised his presidential authority to issue imm@Eeting regulations and signed decree 1218 (“Det&483"),
which modifies Article 135 of the Public PlanningdaFinance Code. Decree 1218 changes the methgdibiag
the Ministry of Finance uses to calculate the tptatlic debt to GDP ratio for the purpose of esshlthg whether
the total public debt ceiling of 40% establishedAiticle 124 of the Public Planning and Finance €bés been
exceeded. Under Decree 1218, the Ministry of Fieamdll now use the Total Consolidated Public Debt
methodology set out in the Manual of Public FinaStatistics of the IMF (the “IMF GFS”). The IMF GEFwhich
was published in 2001, provides that the presemtaif government financial statistics, includingatgublic debt,
should be calculated on a consolidated basis rdittar on an aggregate basis. According to the GHS, the
consolidation methodology presents statistics fgraup of units as if accounting for a single unin the context
of total public debt, this means that debt thatvidbetween governmental units or entities or betwbe central
government and these governmental units or enflti@sa-governmental debt”) is not included in tbaculation of
total public debt. In contrast, the aggregationhodblogy, which the Ministry of Finance used prtor Decree
1218, does include intra-governmental debt in thleutation of total public debt. By changing thethrod of
calculating total public debt from an aggregatioetmodology to a consolidation methodology, Decr2481
effectively eliminates certain types of debt frdme talculation and, by extension, reduces the ahajuotal public
debt taken into account for purposes of the 40% fmiblic debt to GDP ceiling. For a descriptidriree risks of
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any action by the Government in relation to the 489blic debt to GDP limit, seeRisk Factors—Risk Factors
relating to Ecuado+The Republic may incur additional debt beyond whaéstors may have anticipated as a
result of a change in methodology in calculating public debt to GDP ratio for the purpose of coymgy with a
40% limit under Ecuadorian law, which could matdsiadversely affect the interests of Noteholders.”
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Selected Economic Indicators

For the Year Ended December 31,

2012 2013 2014 2015 2016
(in millions of U.S. dollars, except percenta¢
The Economy
Nominal GDF.......ccocoiiiieiiiie e 87,92t 95,13( 102,29. 100,17 97,80:
Real GDFY e 64,36: 67,546 70,24 70,35¢ 69,32:
Real GDP growt ........ccceeveeneeiieeiinieseeseeee 5.6% 4.9% 4.0% 0.2% -1.5%
For the Year Ended December 31, As of April 30,
2012 2013 2014 2015 2016 2016 2017
(in millions of U.S. dollars, except percentages)
Annual inflation ..........cccccooiiiiiiieeeene, 4.2% 2.7% 3.7% 3.4% 1.1% 1.8% 1.1%
For the Year Ended December 31, As of April 30,
2012 2013 2014 2015 2016 2016 2017
(in millions of U.S. dollars, except percentages)
International reservés...................... 2,483 4,361 3,949 2,496 4,259 2,485 3,236
For the year ended December 31,
2012 2013 2014 2015 2016
(in millions of U.S. dollars)
Balance of Payment$® ©
EXPONS® ..o 24,56¢ 25,58: 26,59: 19,04¢ 17,42¢
IMPOFS® ..o 24,519 26,115 26,660 -20,699 -15,85¢
Trade balane®..... 50 528 -63 -1,650 1,57(
Services balanc® ..., -1,39¢ -1,420 1,171 -80% 1,054.
Current account surplus/deficit
of the balance of paymerfts...............cc.cc...... -166 923 523 2,114 1,419
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As of March

For the Year Ended December 31, 31,
2012 2013 2014 2015 2016 2017
The Economy
Unemployment Ra®...........ccccoveeveuninnn 4.12% 4.15% 3.80% 4.77% 5.20% 4.4%

For the Year Ended December 31,
2012 2013 2014 2015 2016

(in millions of U.S. dollars, except percenta¢
Non-Financial Public Sectol

TOtal FEVENUE. ... 34,57( 37,26( 39,03: 33,58¢ 30,31«
Total eXPeNditure. .............oeeeeeeeeeereemreerreeees 35,394 41,60° 44,34¢ 38,67¢ 37,62¢
SUPIUS/DERCH ... -824 -4,34¢ 5,31¢ 5,091 -7,31¢

AS % 0f GDPYW ... 0.9 4.6 5.2 5.1 75

Central Government

TOtal FEVENUE. ... 19,523 20,40( 20,38: 20,34« 18,55¢
Total eXPenditure. ...........c.oeueeeeeerereemrrerreeees 21,240 25,86: 26,79: 24,14¢ 24,10:
SUPIUS/DERCH ... 41,717 5,461 6,417 -3,80¢ -5,54¢
As % of GDPWY... 2.0 5.7 6.3 3.8 5.7
Public Debt®
As of December 31, As of April 30,
2012 2013 2014 2015 2016 2016 2017
Consolidated Total Debt................... 11,525.5 13,957.2 18,679.2 21,272.8 26,890.6 22,623.9 27,886.0
Consolidated Debt to GDP Ratia..... 13.1 14.7 18.3 21.2 27.9 22.1 227

(1) Real GDP measures the Gross Domestic Pradiatuador minus the effect of inflation. The CahBank of Ecuador uses 2007 as its base yeatl firah
number calculations. GDP Information is from then@al Bank Quarterly Bulletin for the Fourth Quardf 2016. Percentages of GDP are calculatetien t
basis of nominal GDP.

(2) Data corresponds to freely disposable intésnat reserves. Before dollarization, Ecuador kefgtrnational monetary reserves with the aim gfpguting the
exchange rate of the sucre. Currently, Ecuadguké&eely disposable international reserves (“Imiional Reserves”), whose variations are explamethe
change in the deposits from Ecuador’s financiditimsons and non-financial public sector instituts held in the Central Bank.

(3) Figures reflect figures from “Balance of Payts&itables on pages 90-91.

(4) Unemployment figures based on figures fromidtel Institute of Statistics. As a percentagéhefeconomically active population.

(5) Debt figures in this Offering Circular aresied on information from the Ministry of Finance’e#l 2017 Debt Bulletin and reflect data for Ap2il7 unless
otherwise indicated.

(6) Balance of payments data is published by thet@ Bank on an annual and quarterly basis. Nusiteflect fourth quarter 2016 information.

(7) Debt to GDP percentages for April 2017 @akeulated using estimates from the Ministry ofdfine and the Central Bank.
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THE OFFERING

The following summary does not purport to be cote@@d is qualified in its entirety by, and is sdtjto,

Terms of the 2023 Notes

Issuer:

Issue Amount:

Securities Offered:

Issue Format:

Issue Price:

Issue Date:

Maturity Date:

Interest:

Interest Payment Dates:

Terms of the 2027 Notes

Issuer:

Issue Amount:

Securities Offered:

Issue Format:

Issue Price:

the detailed information appearing elsewhere is tBffering Circular.

The Republic of Ecuador.

U.S.$1,000,000,000.

U.S.$1,000,000,000 principal amount of 8.750% ndtes2023.

Rule 144A/Regulation S.

100.000% plus accrued interest, if any, from Jun2027.

June 2, 2017.

June 2, 2023.

8.750% per annum, computed on the basis of a 8g0elar of twelve 30
day months.

Each June 2 and December 2 of each year, commennirigecember 2,
2017.

The Republic of Ecuador.

U.S.$1,000,000,000.

U.S.$1,000,000,000 principal amount of 9.625% sidige 2027.

Rule 144A/Regulation S.

100.000% plus accrued interest, if any, from Jyn2017.
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Issue Date:

Maturity Date:

Interest:

Interest Payment Dates:

General Terms of the Notes

Form:

Denominations:

Ranking:

Withholding Tax and
Additional Amounts:

Representations and
Covenants:

June 2, 2017.

June 2, 2027.

9.625% per annum, computed on the basis of a 8g0sear of twelve 30
day months.

Each June 2 and December 2 of each year, comngeaciDecember 2,
2017.

The Notes will be represented in the form of glabates, without coupons,
registered in the nominee name of the common dgpysior Euroclear
and Clearstream for the accounts of its particgpaniotes in definitive
certificated form will not be issued in exchangetfte global notes except
under limited circumstances.

The Republic will issue the Notes only in denomimorad of U.S.$200,000
and integral multiples of U.S.$1,000 in excesseahgr

The Notes will be general, direct, unsecured, uolibated and

unconditional obligations of Ecuador, will be badKey the full faith and

credit of Ecuador and will rank equally in termspoiority with Ecuador’s

External Indebtedness (other than Excluded Indeletss), provided, that,
such ranking is in terms of priority only and doed require that Ecuador
make ratable payments on the Notes with paymentenoa its other

External Indebtedness.

Unless otherwise required by law, Ecuador will maleprincipal and
interest payments on the Notes without withholdmrgdeducting any
present or future taxes imposed by Ecuador or anytso political
subdivisions or taxing authorities. If Ecuadoreguired by law to deduct
or withhold taxes, except to the extent providedirio‘Description of the
Notes—Additional Amounts,” Ecuador will pay the Hets of the Notes
such additional amounts as may be necessary toestisat they receive
the same amount as they would have received wittroyitwithholding or
deduction.

The Republic will agree to comply with, among otfethe following
covenants:

a) The Republic will obtain and maintain in full forend effect all
Ecuadorian Authorizations necessary under the t#viscuador for
the execution and delivery of, and performance Hyy Republic
under, the Notes and the Indentwe for their validity or
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b)

c)

d)

enforceability, and take all necessary and appatpiGovernmental
and administrative actions in Ecuador in ordereaable to make all
payments to be made by it under the Notes anchttenture.

The Republic will ensure that at all times its ghlions under the
Notes are general, direct, unsecured, unsubordinadad

unconditional obligations of Ecuador and will becked by the full

faith and credit of Ecuador and ensure that thee®atill rank

equally in terms of priority with Ecuador’'s Extefnadebtedness
(other than Excluded Indebtedness), provided, thath ranking is
in terms of priority only and does not require ttred Republic make
ratable payments on the Notes with payments madésoather

External Indebtedness.

The Republic will use its reasonable best effartlist and thereafter
to maintain the listing of the Notes on the Luxenmgp Stock
Exchange.

The Republic will not create or suffer to exist,p@rmit the Central
Bank to create or suffer to exist, any Lien upow ahits present or
future assets or revenues to secure or otherwiseidar for the
payment of any External Indebtedness of EcuadatherCentral
Bank unless, on or prior to the date such Lienréated or comes
into existence, the obligations of the Republicemitie Notes and
the Indenture are secured equally and ratably witth External
Indebtedness, subject to certain exceptions.

Events of Default: The Notes will contain, among others, the followeents of default, the
occurrence of which may result in the acceleratafnthe Republic’s
obligations under the Notes prior to maturity:

a)

b)

c)

d)

The Republic fails, on the applicable payment diami€i) make any
payment of principal or Make-Whole Amount on thei&eof Notes
(unless such non-payment is due to an administradivtechnical
error and is remedied within five Business Dayshef date when
such payment is due) or (ii) make any payment ofirgarest
amount or Additional Amount on the Series of Natéthin 30 days
of the date when such payment is due.

The Republic fails to perform or comply with anyher obligation

under the Series of Notes or under the IndentudeEanuador does
not or cannot cure that failure within 30 days raiteeceives written
notice from the Trustee or holders of at least 28%he aggregate
principal amount of the Series of Notes then ontditey regarding
that default.

The Republic, or a court of proper jurisdictiodeclares a
moratorium with respect to the payment of principglor interest
on, Ecuador’'s External Indebtedness (other than luBrd
Indebtedness).

The Republic fails to make any payment in respéeiny External
Indebtedness (other than Excluded Indebtednesshilmggregate
principal amount in excess of U.S.$$50,000,000téoequivalent in
any other currency) when due (as such date maytemded by
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9)

h)

)

virtue of any applicable grace period or waiver).

The holders of at least 25% of the aggregateandsg principal
amount of any External Indebtedness (other than|uBrd
Indebtedness) having an aggregate principal amioueixcess of
U.S.$50,000,000 (or its equivalent in any othereny), accelerate
or declare such External Indebtedness to be duepawdble, or
required to be prepaid (other than by a reguladyreduled
prepayment), prior to its stated maturity, as ailtesf Ecuador’s
failure to pay the principal or interest on such tdfmal
Indebtedness, and such acceleration, declaratiqoreayment is
not annulled or rescinded within 30 days.

The Republic denies, repudiates or contests angsopayment
obligations under the Notes or the Indenture in camél
administrative, legislative, judicial or arbitrarqeeeding or any
constitutional provision, treaty, law, regulatiodecree, or other
official pronouncement of the Republic, or any fidacision by any
court in the Republic having jurisdiction, rendéranlawful for the
Republic to pay any amount due on the Notes ortéopm any of
its obligations under the Notes or the Indenture.

The Republic fails to maintain its membershiphia tMF or ceases
to be eligible to use the resources of the IMF.

The Republic fails to maintain its membershipanits eligibility to
use the general resources or equivalent of, anZA¥F, Fondo
Latinoamericano de Reservas (the “FLAR”) and IDB.

There shall have been entered against the Repoblice Central
Bank in a matter related to External Indebtednestbe( than
Excluded Indebtedness) a final judgment, decremaer by a court
of competent jurisdiction from which no appeal nimymade, or is
made within the time limit for doing so, for theypaent of money
in excess of U.S.$50,000,000 (or its equivalerdarinther currency)
and 120 days shall have passed since the entrpyoSiach order
without Ecuador having satisfied such judgment.

There shall be made against the Republic or thér@leBank in a

matter related to External Indebtedness (other tRacluded

Indebtedness) an arbitral award by a tribunal ofmpetent

jurisdiction from which no appeal or application d@otribunal or

court of competent jurisdiction to set aside mayrtagle, or is made
within the time limit for doing so, for the paymeat money in

excess of U.S.$50,000,000 (or its equivalent inttegrocurrency)

and 120 days shall have passed since the makiagyofuch award
without the Republic having satisfied the award.

Use of Proceeds: The Republic will use the proceeds of the Notesdnordance with the
limitations of the Public Planning and Finance Gatefurther described in
“Use of Proceeds.”
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Collective Action Clauses:

Transfer Restrictions:

Listing:

Absence of a Public Market
for the Notes:

Trustee, Registrar and
Transfer Agent:

London Paying Agent:

The Notes will contain provisions, commonly knows “aollective action
clauses,” regarding acceleration of the Notes aoting on future
amendments, modifications and waivers to the temasconditions of the
Notes. These provisions, which are described & ghctions entitled
“Description of the Notes—Events of Default” and é&ription of the
Notes—Modifications—Collective Action,” differ frorthose applicable to
certain of the Republic’s outstanding External Intddness (as defined
herein). Under such provisions, the Republic nfay:amend the payment
provisions of the Notes and certain other resermatters with the consent
of the holders of 75% of the aggregate amount efdaltstanding Series of
Notes and other non-reserved matters with the obridehe holders of 66
%% of the aggregate amount of the outstanding Sefi®étes; (b) make
reserved matter modifications affecting two or maeries of debt
securities with the consent of (x) holders of aste€564% of the aggregate
principal amount of the outstanding debt securitiesll series that would
be affected by that reserved matter modificatiakeh in aggregate) and
(y) holders of more than 50% of the aggregate palcamount of the
outstanding debt securities of each affected sérad®n individually); or
(c) make reserved matter modifications affecting twv more series of
debt securities with the consent of holders okasl 75% of the aggregate
principal amount of the outstanding debt securibésll affected series
(taken in aggregate), provided that the Uniformjyphcable condition is
satisfied, as more fully described in “Descriptimf the Notes—
Modifications—Collective Action.”

The Notes have not been and will not be registerader the Securities
Act, and will be subject to restrictions on tramafélity and resale. See
“Transfer Restrictions.”

Application has been made to list the Notes on ltheembourg Stock
Exchange and to have the Notes admitted to tradmghe Euro MTF
Market.

The Notes will be a new issue of securities, anetehis currently no
established market for the Notes. The Republic tredLead Manager
cannot provide any assurances that a liquid maidethe Notes will
develop. The Lead Manager has advised the Reptiicit currently
intends to make a market in the Notes. Howevas, iiiot obligated to do
so, and any market-making with respect to the Notag be discontinued
without notice.

The Bank of New York Mellon.

The Bank of New York Mellon, London Branch.
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Luxembourg Listing Agent,
Transfer Agent and
Luxembourg Paying Agent:

Governing Law:

Submission to Arbitration:

The Bank of New York Mellon SA/NV, Luxembourg Brdmc

The Notes will be governed by the laws of the Stdtllew York, except
for the terms concerning submissions to arbitratwinch will be governed
by English law.

(a) Any dispute, controversy or claim of any naturesiag out of,

(b)

(€
(d)

relating to or having any connection with the Intdea, including
any dispute as to the existence, validity, intdgiien, performance,
breach, termination or consequences of the nufitthe Indenture,
where the Republic is either a party, claimant,poeslent or
otherwise is necessary thereto, will not be retetoea court of any
jurisdiction and will instead be referred to andafly resolved by
arbitration under the LCIA Rules as at presentoicd as modified
by the Indenture which LCIA Rules are deemed tanlserporated
by reference. In particular:

(i) There will be three arbitrators.

(i) Each arbitrator will be an English or New York dfiat
lawyer of at least 15 years’ standing with expezéeim relation
to international banking or capital markets disputét least
one of those arbitrators will be a lawyer qualifiedNew York.

(i) If there are two parties to the Dispute, each pavily be
entitted to nominate one arbitrator. If there areiltiple
claimants and/or multiple respondents, all claireaarid/or all
respondents will attempt to agree upon their rdsmec
nomination(s) such that the claimants will togetherentitled
to nominate one arbitrator and the respondentstegkther be
entitted to nominate one arbitrator. If any sucarty or
multiple parties fail to nominate an arbitrator it thirty (30)
days from and including the date of receipt of teéevant
request for arbitration, an arbitrator will be ajyted on their
behalf by the LCIA Court in accordance with the BCRules
and applying the criteria at clause (i) above. s$och
circumstances, any existing nomination or confiromabf the
arbitrator chosen by the party or parties on tinerside of the
proposed arbitration will be unaffected, and thenaming
arbitrator(s) will be appointed in accordance witte LCIA
Rules.

The third arbitrator and chairman of the arbitnébunal will be
appointed by the LCIA Court in accordance with th@A Rules
and applying the criteria at clause (ii) above.

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

The language to be used in the arbitration will Bigglish. The
arbitration provisions of the Indenture will be gomed by English
law.
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Scope of Sovereign Immunity:

(e) Without prejudice to any other mode of servicealid by law, the
Republic thereby appoints Law Debenture Corporagevi€es
Limited as its agent under the Indenture for serw€ process in
relation to any proceedings before the English tsour relation to
any arbitration contemplated by the Indenture orretation to
recognition or enforcement of any such arbitral ralabtained in
accordance with the Indenture.

If the Process Agent is unable to act as the Repsildgent under the
Indenture for the service of process, the Republist immediately (and
in any event within ten days of the event takingcp) appoint a
Replacement Agent on terms acceptable to the Buste

The Republic agrees that failure by the ProcessiAge as applicable, a
Replacement Agent, to notify the Republic of theocpss will not
invalidate the proceedings concerned.

Any Dispute between the Trustee and any holderkotders only and
where the Republic is not a party, claimant, regeamh or otherwise is
necessary thereto, will be subject to the non-eketujurisdiction of any
New York state or United States federal courtrgittin the Borough of
Manhattan, the City of New York, and any appellateirt from any
thereof, in any action or proceeding arising outoofrelating to the
Indenture (except actions or proceedings arisindeuror in connection
with U.S. federal and state securities laws), &edlrustee and the holders
will irrevocably submit to such jurisdiction andrag that all claims in
respect of such Dispute may be heard and determiinsdch New York
state or United States federal court.

The execution and delivery of the Indenture by Republic constitutes,
and the Republic’s performance of and compliandh its obligations will
constitute, an act of commercial public credit es/gled under the laws of
the Republic. To the extent permitted by law, tlepdiblic will irrevocably
and unconditionally agree that:

(a) the Republic submits to the jurisdiction of any &darian court and
to any legal process in the Republic’s courts (othan attachment
proceedings prior to recognition or enforcement aof arbitral
award), in connection with the enforcement of ahiteal award
obtained in accordance with the Indenture, excébt ngspect to the
Immune Property, which shall be entitled to immunirom
enforcement in accordance with mandatory provisairtbe laws of
Ecuador;

(b) the Republic submits to the jurisdiction of any rtoautside the
Republic and to any legal process, orders or atfesrsures in courts
outside the Republic, whether through service dicapattachment
in aid of execution, execution against propertamy sort, actions in
rem or the grant of injunctions or specific perfamoe, in
connection with the enforcement of an arbitral alvabtained in
accordance with the Indenture, except with respet¢he Immune
Property, which shall be immune to the fullest exte

(c) the Republic undertakes not to invoke any defemséhe basis of
any kind of immunity, for itself and/or its assetdich do not
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constitute Immune Property in respect of any offdregoing legal
actions or proceedings; and

(d) the Republic submits to the jurisdiction of the HEstg courts in
connection with any proceeding invoking the supsany
jurisdiction of those courts in relation to an &wddion conducted
pursuant to the Indenture.

The levy of execution on assets of the Republitiiwithe territory of the
Republic will be carried out in accordance with amdler the laws of the
Republic.

The Republic irrevocably waives, to the fullestemttpermitted by law,
any requirement or provision of law that requires posting of a bond or
other security as a condition to the institutiomggecution or completion of
any action or proceeding.

An arbitral award obtained in accordance with tindehture will be
conclusive and may be enforced in any jurisdictioaccordance with the
New York Convention or in any other manner proviftadby law.

“Immune Property,” in accordance with the provisioof the law of
Ecuador, means:

(a) any property which is used or designated for ugbenperformance
of the functions of the diplomatic mission of Ecaadr its consular
posts;

(b) aircraft, naval vessels and other property of atanyl character or
used or designated for use in the performance ld@anyi functions;

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

(d) unexploited natural non-renewable resources in daa
(e) funds managed in the national Treasury Account;

(H assets and resources comprising available monetmgrves of
Ecuador;

(g) public domain assets used for providing public isess/in Ecuador;

(h) national assets located in the territory of Ecuaaiut belonging to
the Republic, such as streets, bridges, roadsyesjubeaches, sea
and land located over 4,500 meters above sea level;

(i) accounts of the Central Bank, whether they are faddcbad or
locally; and

() public entities’ deposits with the Central Bank, ettrer they are
maintained abroad or locally.

“New York Convention” means the New York Conventiam the
Recognition and Enforcement of Arbitral Awards 1958

26




Further Issues:

The Republic may, from time to time, without thesent of the holders of
the Notes, create and issue additional notes hatiegsame terms and
conditions as the Notes in all respects (or inredipects except for the
amount of the first interest payment and the iggice) provided that:

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

(b) such additional notes do not have, for purposed).&. federal
income taxation, a greater amount of original issiseount than the
outstanding Notes have as of the date of the isaach additional
notes (regardless of whether any holders of sudbd\are subject to
U.S. federal income taxation).
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RISK FACTORS

This section describes certain risks associatedh witvesting in the Notes. You should consult your
financial and legal advisors about the risk of istieg in the Notes. Ecuador disclaims any respalitsilfor
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 aroismaintained, investors may not be able totkelr Notes
easily or at prices that will provide them with &lgg comparable to similar investments that hawgewgeloped
secondary market, and the market or trading pnckl@guidity of the Notes may be adversely affectBden if a
trading market for the Notes develops, the Notey trede at a discount to their initial offering ¢ depending
upon prevailing interest rates, the market for lsimsecurities, general economic conditions, arel fthancial
condition of Ecuador. Although application has besade to list the Notes on the Official List of thexembourg
Stock Exchange, and to have the Notes admittechding on the Euro MTF Market, there can be noras=e that
such application will be accepted or that an actreeling market will develop. llliquidity may hawe material
adverse effect on the market value of the Notes.

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

Ecuador has been advised by the Lead Managerttirgends to make a market in the Notes but is not
obligated to do so, and in the event that it dagstamay discontinue market making at any timehwaitt notice.
Application has been made to list the Notes onQffieial List of the Luxembourg Stock Exchange anchave the
Notes admitted to trading on the Euro MTF Markeb. &6surance can be given as to the liquidity oftthéing
market for the Notes. The price at which the Neotgistrade in the secondary market is uncertain.

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

The Notes will contain provisions, commonly knoas “collective action clauses,” regarding accelenat
of the Notes and voting on future amendments, rneadibns and waivers to the terms and conditionthefNotes.
Under these provisions, which are described ins#ations entitled “Description of the Notes—Evenit®efault”
and “Description of the Notes—Modifications—Collieet Action” Ecuador may: (a) amend the payment jsions
of the Notes and certain other reserved matterstive consent of the holders of 75% of the aggeegatount of the
outstanding Notes and other non-reserved mattéhstivé consent of the holders of 866 of the aggregate amount of
the outstanding Notes; (b) make reserved matteifioaiions affecting two or more series of debtwsdes with the
consent of (x) holders of at least?8% of the aggregate principal amount of the outstandebt securities of all
series that would be affected by that reservedamatbdification (taken in aggregate) and (y) haddgrmore than
50% of the aggregate principal amount of the ontitay debt securities of each affected series iftakaividually);
or (c) make reserved matter modifications affectimg or more series of debt securities with theseor of holders
of at least 75% of the aggregate principal amotiih® outstanding debt securities of all affectedes (taken in
aggregate), provided that the Uniformly Applicabtedition is satisfied.

Recent federal court decisions in the United Statesite uncertainty regarding the meaning of ragkin
provisions and could potentially reduce or hindee tability 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 ongAst 23, 2013 that the ranking clause (which inetlcatable
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payment language) in certain defaulted notes isfiyedrgentina, prevents Argentina from making pagtsen
respect of new performing notes that it issuedxchange for the defaulted notes in a restructuringvhich a
certain minority of holders elected not to partatgy unless it makgwo rata payments in respect of the defaulted
notes that ranlpari passuwith new notes. The defaulted notes in this alidenot 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 caseludiog the conduct of Argentina and the specifiaditog of the
pari passuclause in the defaulted notes, the implication ftbia case is that it may be more difficult for soeign
debtors to restructure their debts.

On February 18, 2014, the Republic of Argentitedfia petition in the U.S. Supreme Court seekingere
of the Second Circuit's August 2013 ruling. On dut6, 2014, the U.S. Supreme Court denied the Hepofb
Argentina’s petition for review, thereby lettingastl the Second Circuit's August 2013 ruling. Oty B2, 2014,
the U.S. District Court for the Southern Distri€tNew York enforced the ruling and barred the inédional trustee
from making a U.S.$539 million payment to bondheotdef the new performing notes that Argentina idsire
exchange for the defaulted notes. On the same daeU.S. District Court ordered Argentina to umge
continuous mediation and settlement talks with addf the defaulted notes.

On June 16, 2014, the U.S. Supreme Court issuexpiaion in a related case, ruling that the Repubfic
Argentina is not immune from complying with a judgm creditor’s discovery demands seeking infornmagibout
its assets outside the United States. On AudysPd14, the U.S. District Court for Nevada gramt®dL Capital,
Ltd’s motion to compel discovery of information exding Argentine assets in the United States.

On February 25, 2015, the U.S. District Court foe Southern District of New York ordered Deutsche
Bank and JPMorgan Chase and Co. to deliver thendeots relevant to Argentina’s planned new issuahdellar-
denominated debt to the court and NML Capital, Ltd.

On December 10, 2015, Mauricio Macri became tive preesident of Argentina. Under his administration
Argentina negotiated and reached settlements wittoap of holdout creditors for U.S.$1.35 billion Bebruary 2,
2016, and a group of six other holdout creditorsdds.$1.1 billion on February 18, 2016. On Febyukd, 2016,
the U.S. District Court lifted its ban on paymendscreditors on the condition that Argentina repwed laws
enacted for the purpose of blocking agreements alldout creditors and agree to pay remaining hakldy a
certain date. Argentina’s congress repealed tloeldws on March 31, 2016. The U.S. Court of Appdat the
Second Circuit voted to confirm the lifting of than on April 13, 2016. Argentina proceeded witlsade of
U.S.$16.5 hillion in sovereign bonds on April 1918.

On December 22, 2016, the U.S. District Court fer Southern District of New York issued an opinion
dismissing claims by certain institutional investdhat had not participated in the February 20lflesgents,
rejecting their claims based upon the breach op#repassu clause and any claims that accruedeut§the six-
year statute of limitations. In this new decisitmg U.S. District Court held that Argentina’s payrteeto creditors
who participated in the settlement were not a viataof the rights of the non-settling investorBhe U.S. District
Court also found that even if the pari passu clehm@ been breached, monetary damages would bedbasre
duplicative of the damages from failure to pay, ad injunction would be granted only in extraordina
circumstances. The December 22, 2016 decisioméytS. District Court appears to limit the appima of the
prior rulings in the litigation relating to the @efited notes, although it is difficult to predichat impact, if any, the
December 22, 2016 decision will have on soveresgners such as Ecuador.

Despite the above recent developments and setttemgeeements between the Republic of Argentina and
its creditors, Ecuador cannot predict what impetny, the above U.S. court rulings will have avereign issuers
such as Ecuador.

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

The Notes issued pursuant to this offer will notrégistered under the Securities Act and, therefory
not be offered or sold in the United States expepsuant to an exemption from the registration ireguents of the
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Securities Act and applicable U.S. state securities. Offers and sales of the Notes may alsaibgst to transfer
restrictions in other jurisdictions. You shouldnsalt your financial or legal advisors for advicencerning
applicable transfer restrictions with respect ® Motes.

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

Credit ratings are an assessment by rating agemtiéscuador’s ability to pay its debts when due.
Consequently, real or anticipated changes in Eatmdoedit ratings will generally affect the marketlue of the
Notes. These credit ratings may not reflect themal impact of risks relating to structure or keting of the
Notes. Credit ratings are not a recommendatidouto sell or hold any security, and may be revisedithdrawn
at any time by the issuing organization. Each egenrating should be evaluated independently of ather
agency’s rating.

The effects of the United Kingdom’s vote to exiinfithe European Union and its impact on the economy
and fiscal conditions of Ecuador and the tradingries of the Notes are uncertain.

On June 23, 2016, the United Kingdom voted by aonitgjin favor of the United Kingdom leaving the
European Union at a referendum on the United Kingdanembership of the European Union. As of thie dd
this Offering Circular, the actions that the Unitéthgdom will take to exit from the European Unionthe length
of such process are uncertain. The results obtiieed Kingdom'’s referendum have caused, and dieipaited to
continue causing, significant new uncertainties aoltility in the global financial markets, whiamay affect
Ecuador and the trading market of the Notes, thoegborts to the United Kingdom only represented/ &
Ecuador’s exports for 2016. These uncertaintieddcbave a material adverse effect on the globahemny and
Ecuador’'s economy, fiscal condition or prospects.is unclear at this stage what the impact of thated
Kingdom'’s departure from the European Union witirahtely be on the global economy, including Ecuadothe
trading market of the Notes.

Risk Factors Relating to Ecuador

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

In 2009, Ecuador defaulted on its interest paymértshe 2012 and 2030 Bonds (as defined in “Public
Debt—Debt Obligations” herein) in the aggregate amoof approximately U.S.$157 million and principal
payments of approximately U.S.$3,200 million. T2 and 2030 Bonds were originally issued in exghaior
prior debt offerings of the Republic in order tdemnd the maturity dates of those prior obligatiofifiese defaults
followed the publication of a report in 2008 by tB@emmission of Integral Audit of Public Credit ("0&), a
committee composed of representatives from botlEthmdorian Government and private sector organimand
members of civil society. CAIC reviewed Ecuadatebt obligations from 1976 to 2006 and in its répoade a
number of findings regarding the legitimacy of Edaigs debt obligations (including the 2012 and 2@88Mds), in
particular relating to concerns involving the pataissumption of private debt, appropriate authtbioma, sovereign
immunity, and the relevant economic terms of thbt dibligations incurred. After the default, whiokcurred
during the first term of former President Correatdninistration, Ecuador offered to repurchase 022and 2030
Bonds at a discount to their par value. Holdespoaded to this offer by tendering substantiallypathe 2012 and
2030 Bonds. Although some holders continue to tiedddefaulted 2012 and 2030 Bonds, Ecuador hagssfally
repurchased additional 2012 and 2030 Bonds fronairgéng holders from 2009 onwards. For more infdiamg
see “Public Debt—Debt Obligations—2012 and 2030d3oand tender offer.” Ecuador has remained cumeiits
obligation to its other series of sovereign bonududing the 2020 Bonds and 2024 Bonds (as defim¢Bublic
Debt—Debt Obligations” herein), as well as on iteep debt obligations as further described in “Rublebt—
External Debt.” To date, no judgments have besned against the Republic with respect to the 2012030
Bonds and none are pending. Proceedings haveidmesrd against the Republic in two cases. Sed ‘IRistors—
Risks Factors Relating to EcuadoEeuador is involved in a number of legal proceediagd disputes that could
result in losses to Ecuador as well as a decreadereign investmerit There is a risk that other holders, other than
the holders described in “Public Debt—Debt Obligat — 2012 and 2030 Bonds and tender offer,” ofdhe
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defaulted bonds may institute proceedings agamesRepublic and may seek to enforce any judgméitsned by
seeking to attach assets of the Republic. Anyoadby the holders of the 2012 and 2030 Bonds, grfarher
defaults by Ecuador on its sovereign debt obligetiaccould materially adversely affect the markdueeof the
Notes and the ability of the Republic to make gpatand interest payments free of the risk ofcitaent. Any
action by the holders of the 2012 and 2030 Bondkingasimilar pari passuarguments as the holders in NML
Capital, Ltd. v. Republic of Argentina (see “Ris&adtors—Risk Factors Relating to the NotdRecent federal court
decisions in New York create uncertainty regardimg meaning of ranking provisions and could potelytireduce
or hinder the ability of sovereign issuers to rasture their public sector deftor any further defaults by Ecuador
of its sovereign debt obligations, could materia@tversely affect the market value of the Notes taedability of
the Republic to make principal and interest payméee of the risk of attachment.

Ecuador’s history has been characterized by instihal instability.

Between 1997 and 2007, Ecuador has had eight presjdand three of them were overthrown during
periods of political unrest: Abdala Bucaram in 199@mil Mahuad in 2000, and Lucio Gutiérrez in 208Bce
2007, Ecuador has experienced political stabilitthwPresident Correa’s Alianza PAIS party havingnwiove
consecutive National Assembly elections, and Peesi@orrea having won re-election in 2013.

On February 19, 2017 (the “2017 Election”) the mtestial election was held with eight candidatesnih
Moreno of President Correa’s Alianza PAIS cameiist fwith 39.36% of the vote and Guillermo Lassotloé
CREO - SUMA party, came in second with 28.09% @f Ybte. Also, on February 19, a congressional ieleetas
held with Alianza PAIS preserving control of thgildative assembly by winning the majority of seaith 74 seats,
CREO-SUMA with 28 seats and PSC with 15 seatseats@ly. Since no candidate gained an outrigbtory of
50% of the vote or at least 40% of the vote withadditional ten points of advantage over the caatdith second
place for the presidential election, a run-off gt@t between President Moreno and Mr. Lasso was orelApril 2,
2017. President Moreno was elected with 51.15% efvbte. The CNE declared President Moreno presilent
on April 4, 2017. Both the OAS and the UNASUR mored the elections and recognized the transparehthe
electoral process and the election results. Onl ABi2017, CNE approved the recount of approxityét#.2% of
the total ballots cast in the run-off election doe claim of alleged inconsistencies by CREO-SUMA Alianza
PAIS. On April 18, CNE broadcast a live recounth## ballots subject to the claim. Internationalestssrs, political
delegates of Alianza PAIS and representatives cfis@rganizations monitored the recount. The ratoatified
President Moreno as the winner of the run-off ébectvith 51.16% of the votes. President Moreno amsilithe post
of President of Ecuador on May 24, 2017 with JdBiges as Vice President for a four-year term.

For more information on presidential term limiteesThe Republic of Ecuador—Form of Government.”
A return to an unstable political environment cosighificantly affect Ecuador’'s economy and Ecu&lability to
perform its obligations under the Notes.

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

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

* interest rates in the United States and financakets outside Ecuador;
» changes in economic or tax policies in Ecuador;
» the imposition of trade barriers by Ecuador’s trpddners;

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

» the ability of Ecuador to effect key economic refst including its economic strategy to re-balamee t

economy by increasing the percentage of GDP reptesddy the non-petroleum economy. For more
information, see “The Ecuadorian Economy—Strat&gctors of the Economy—Oil Sector”;
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» political and social tensions in Ecuador;
» the prices of commadities, 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 thmarkets for securities similar to the Notes, mayeaskly
affect the liquidity of, and trading markets fohet Notes. See “Forward-Looking Statements” for hiert
information on factors that may affect the Notes.

Ecuador’'s economy remains vulnerable to externaiclsh) including the negative global economic
consequences that occurred as a result of the lgbaosmomic recession that took place in 2008 an@B2the
economic impact of the decrease in internationlaprices that took place between the fourth quaste2014 and
into 2016 and the negative economic consequencdscHn arise as a result of future significant eouic
difficulties of its major regional trading partneos by more general “contagion” effects, which cblilave a
material adverse effect on Ecuador’s economic dr@md its ability to service its public delin addition, political
events such as a change in administration in theediStates or changes in the policies of the EraopgJnion or
Ecuador’s regional trading partners could impactdeior's economy.

Emerging-market investment generally poses a grafgree of risk than investment in more mature
market economies because the economies in theopavglworld are more susceptible to destabilizatesulting
from domestic and international developments. @Ga@lye investment in emerging markets is only doligafor
sophisticated investors who appreciate the sigmifie of the risks involved in, and are familiarhwiinvesting in
emerging markets.

A significant decline in the economic growth of anfyEcuador’s major trading partners could adversel
affect Ecuador’s economic growth. In addition, heminternational investors’ reactions to the eveaturring in
one emerging market country sometimes appear tmisnate a “contagion” effect, in which an entiegjion 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 generallyrtRermore,
Ecuador's policies towards bilateral investmenaties, as further described in “The Republic of d&tmr —
Memberships in International Organizations and rirgBonal Relations — Treaties and Other Bilateral
Relationships”, could impact foreign direct investminto Ecuador and Ecuador's trading relatiorsship

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 countitegatin
America, including Ecuador. In addition, there dam no assurance that these events will not adyeedtct
Ecuador’s economy, its ability to raise capitathe external debt markets in the future or itsighib service its
public debt.

A significant increase in interest rates in theeimmational financial markets could have a mateadlerse
effect on the economies of Ecuador's trading pasnand adversely affect Ecuador's economic growttd a
Ecuador’s ability to make payments on its outstaggiublic debt, including the Notes.

If interest rates outside Ecuador increase sigmfiy, Ecuador’s trading partners, in particulauld find
it more difficult and expensive to borrow capitaldarefinance their existing debt. These increasestisccould in
turn adversely affect economic growth in those ¢oes Decreased growth on the part of Ecuadoesirig
partners could have a material adverse effect enmnthrkets for Ecuador’s exports and, in turn, asklgraffect
Ecuador’s economy. An increase in interest ratesldvalso increase Ecuador’s debt service requirésneith
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respect to Ecuador’s debt obligations that aconterest at floating rates. As a result, Ecuadobidity to make
payments on its outstanding public debt generaibtuding the Notes, would be adversely affected.

A number of factors have impacted and may contiauempact on revenues and the performance of the
economy of Ecuador.

The economy of Ecuador and the Republic’'s budgehahly dependent on petroleum revenues. In 2016,
17.8%of Ecuador’s non-financial public sector revenuesemderived from petroleum and petroleum-relatedga
and royalties. For example, in response to theirdeah revenue attributable to the fall in the primf oil in 2016,
Ecuador reduced its budget from U.S.$34.1 billior2015 to U.S.$29.8 billion in 2016. For more imhation, see
“Public Sector FinancesNon-Financial Public Sector Revenues and Expersditur In the event the price of oil
was to decrease from its average levels of apprbeiy U.S.$35 per barrel in 2016, Ecuador’s revsrfuam oil
could significantly decline. There can be no amsoe that Government revenues from petroleum expalit not
experience significant fluctuations as a resultlvinges in the international petroleum market. c€oms with
respect to the current global recession, weaknes$iseoworld economy, terrorism, market volatilitpda certain
geopolitical developments, such as political inditghin the Middle East and Venezuela, may havpotentially
adverse effect on the petroleum market as a whole.

In addition, in 2016, 80.3% of Ecuador’s petrolearports by destination were to three countriese- th
United States (51.8%), Chile (16.2%), and Peru3@. Worsening economic conditions in any of thesentries
could have a significant impact on Ecuador’s reesfuom oil and overall economic activity.

Further, operating difficulties in certain oil fold, lower production budgets, and the outages had t
overhaul of Ecuador’s largest refinery, the Esntarslrefinery (see “The Ecuadorian Economy—Strat8gittors
of the Economy—OQil Sector”), have led to unevenderoil and petroleum derivatives production over ltst few
years. While Ecuador expects to increase produdtioough the development of new fields, in patécihe ITT
fields which became operational in September 2GB& (The Ecuadorian Economy—Strategic Sectors @f th
Economy—OQil Sector”) and has completed the overtwdiuhe Esmeraldas refinery, future political oppos,
budget adjustments that affect investments in wglagation, natural disasters such as earthquakesurther
outages could result in a decline of overall pragmc Accordingly, any sustained period of declineapacity, if
exacerbated by a decline in oil production, couddessely affect the Republic’'s fiscal accounts &rtdrnational
Reserves.

Organization of the Petroleum Exporting Countrigd®REC”) members have historically entered into
agreements to reduce their production of crudeSiich agreements have sometimes increased glaloie ail
prices by decreasing the global supply of crude Sihce 1998, OPEC’s production quotas have cantibto
substantial increases in international crude adgs. Beginning with the 160th Meeting of the Coafece of OPEC,
convened on December 14, 2011 in Vienna, Austithé present, OPEC decided to maintain a produétiel of
30.0 mbpd, including production from Libya, andosdgreed that OPEC member countries would, if isacgstake
steps (including voluntary downward adjustmenteutput) to ensure market balance and reasonalde lesrels. In
the 17 Meeting of the Conference of OPEC, held in Vienfastria, on November 30, 2016, the Conference,
emphasizing its commitment to stable markets, niutdarests of producing nations, the efficientpreamic and
secure supply to consumers, and a fair return wested capital, agreed to reduce its productioafgproximately
1.2 mbpd to bring its ceiling to 32.5 mbpd, effeetdanuary 1, 2017.

In connection with the November 30, 2016 OPEC agese to reduce aggregate production by
approximately 1.2 mbpd, Ecuador agreed to redwceatly production quota for a six-month periodrtgtg on
January 1, 2017. As a result, for January, Februdaych, April and May of 2017, Ecuador reduced dgsly
production quota by 18,000 bpd, 19,000 bpd, 2380 20,506 bdp and 20,004 bpd, respectively. Boe 2017,
Ecuador projects that its daily production quott lsé reduced by 20,000 bpd. On May 25, 2017, Ecuadreed to
extend its production adjustments for a furtheermmonth period beginning July 1, 2017.

Any reduction in Ecuador’s crude oil production export activities that could occur as a resulthsf t
foregoing changes in OPEC’s production quotas deeline in the prices of crude oil and refined glettm
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products for a substantial period of time may mallgradversely affect Ecuador’s revenues and #réopmance of
its economy.

In addition to the effects of the volatility of tled market, the National Assembly has passed sélaws
that have altered the Republic’s budget and thebkshed budgetary agenda and resulted in higtHritde Certain
assumptions regarding the levels of futaileprices are contained in the budgetary procasisiathePlan Nacional
para el Buen Vivir(the “National Development Plan”). Anticipatedveaues contained in the budget could be
lower if these assumptions about oil prices areagotirate. In January 2015, in response to thndeaf oil prices
in the last quarter of 2014, Ecuador reduced itsb20udget by U.S.$1.4 billion and again by U.S.$&tilion in
August 2015, resulting in a modified budget of $&L.1 billion for 2015. On March 2016, the Minister of
Finance announced that the 2016 Budget would heceeldby U.S.$800 million. For more information $eablic
Sector Finances - 2015 and 2016 Budget.” Presidernea has stated, in light of the global econartimate, that
Ecuador’s priority will be to meet the Republicimgloyment and social goals. Ecuador may need [emba these
social and employment goals given its budgetargtraimts.

Commodity prices are volatile, and a significantcldee in commodity prices could adversely affect
Ecuador’'s economy and its ability to perform itdigdtions under the Notes

In addition to petroleum prices, see “Risk FactoRisk Factors Relating to EcuadoA-Aumber of factors
have impacted on and may continue to impact onnie® and the performance of the econbriEgcuador’s
economy is exposed to other commodity price valatiespecially with regard to bananas and shriwipich in
2015 made up approximately 15.3% and 12.4% of Eanmtbtal exports, respectively. A significanbgrin the
price of certain commodities, such as bananas mmphwould adversely affect Ecuador’s economy aodld
affect Ecuador’s ability to perform its obligationsder the Notes.

Damage caused by the Pedernales earthquake maydémipeuador’s ability to export goods and the
associated reconstruction costs may affect itdtghid perform its obligations under the Notes.

On April 16, 2016, the Pedernales Earthquake, am@agnitude earthquake struck the northern coast of
Ecuador. The Pedernales Earthquake and its afictkshcaused severe damage to Ecuador’s infrasteuct the
region, including its roads and ports. A studydueted by SENPLADES, INEC and various ministriesnestes
that the cost of reconstructing the infrastruct@enaged by the Pedernales Earthquake is approkymat®.$3.3
billion (approximately 3% of Ecuador's GDP). Thenthge to Ecuador’s infrastructure may have an advarpact
on the Ecuadorian economy and, in particular, guoexbusinesses that operate in the affected aréhs. study
estimates that the Pedernales Earthquake will bavenpact of -0.7% on the growth of GDP in 2016.addition,
the increased need for funds to finance reconstrudf infrastructure damaged in the Pedernalethgaake may
have an adverse impact on Ecuador’s ability toguerfits obligations under the Notes.

Ecuador is a sovereign state and has not waivesbitgreign immunity to the fullest extent permittader
the United States Foreign Sovereign ImmunitiesoAd976; accordingly it may be difficult to obtaam enforce
judgments against it.

Ecuador is a sovereign state. Consequently, it lmeagfifficult for investors to obtain or realize grdents
against Ecuador in the United States or elsewhé&. example, Argentina defaulted on part of iteemal debt
beginning in 2002. Holders of those bonds issugdAtgentina had difficulty in obtaining payment rfnothe
defaulted issuer, as described further in the faskor entitled Recent federal court decisions in New York create
uncertainty regarding the meaning of ranking prass and could potentially reduce or hinder the lipiof
sovereign issuers to restructure their public seaebt” In the event holders of the Notes were to afieto
enforce a court judgment or arbitral award agditstador, they may experience similar difficulty.

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 NewkMaw. In
order to obtain an enforceable judgment any dispui have to be submitted first to the decisidnan arbitral
panel prior to being subject to enforcement by @plieable court.
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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 Ecuamwtain 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 eespo actions brought against it under the Notab® Indenture.
This limitation of immunity, however, may be morienited in scope than those under certain other reaye
issuances in which issuers may waive immunity tofthl extent under the U.S. Foreign Sovereign Imities Act
of 1976. Given this limitation on the scope of iomty, as well as the limitations of the U.S. FgreiSovereign
Immunities Act of 1976 and the immunity grantedEmuador under Ecuadorian law, or which may in thare be
granted under Ecuadorian law, holders seekingtémlaiassets of Ecuador may not be able to do $onviicuador
and may face difficulties doing so outside of Ecurad

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

Ecuador is currently involved in several legal predings, mainly related to contracts in the oil and
electricity sectors. For a description of thegglgroceedings and other proceedings against Brusee “Legal
Proceedings.” If the foreign companies were ta@sad, the awards could adversely impact the firmot&cuador.
Ecuador can offer no assurances as to whethert aueb proceedings will be resolved in its favor.

Burlington

Burlington Resources, Inc. (“Burlington”) filed aarbitration claim before International Centre for
Settlement of Investment Disputes (the “ICSID”) April 2008 against Ecuador, seeking compensatioraffeged
modifications to its contracts for the developmehBlocks 7 and 21 in Ecuador imposed by Ecuaddaan42-
2006. Burlington argued that such unilateral medifion resulted in an expropriation of the blodkattBurlington
was operating, although, subsequent to the commresrdeof the proceedings, Burlington withdrew thatcactual
claims and based all claims solely on violationshef U.S.-Ecuador Bilateral Investment Treaty. Get&nber 14,
2012, the tribunal decided the liability issue @avdr of Burlington and consequently, on January??28,3, Ecuador
submitted a petition for reconsideration

On September 30, 2011, Ecuador filed two countienslagainst Burlington for environmental damage and
failure to maintain the facilities of Blocks 7 a@d, in an approximate amount of U.S.$2.0 billiomeTarbitral
tribunal was scheduled to meet for a hearing onad@® (in respect to Burlington’s claims) and Ecuado
counterclaims in August 2013, but the hearings veergpended due to the request by Ecuador that fottee o
arbitrators recuse himself from the proceeding bgseaf a conflict of interest. Burlington presehits assessment
of damages memorandum on June 24, 2013, to whiohdec responded on May 23, 2014. The tribunal held
hearing regarding damages from March 2 to MarcB085 in Paris, after which both parties presented {post-
hearing briefs on May 29, 2015.

Hearings for the counterclaims took place from Jute June 7, 2014 in Paris. The parties presehtsd
post-hearing briefs on October 3, 2014 and, in féorteto assess the validity of the counterclairi® tribunal
visited Blocks 7 and 21 in April 2015. The part@gsented their post-visit briefs on July 15, 20The result of
the hearing regarding the counterclaim is pendi@n February 7, 2017, the arbitral tribunal issiieddecision.
The tribunal rejected the amount of U.S.$1.5 hillidaimed by Burlington and instead awarded Butbng
U.S.$379.8 million plus interest. The tribunal calaccepted Ecuador’'s counterclaims holding Burtingt
responsible for U.S.$41.7 million for the costsenfironmental damage and failure to repair thdifes of Blocks
7 and 21.

On February 10, 2017, Burlington commenced a patitdr recognition of the award in the District @bu
for the Southern District of New York. Similar amts have been initiated in Washington DC and thé&edn
Kingdom. On February 10, 2017, the clerk of cowortthe Southern District of New York granted theitsn to
recognize the award totaling U.S.$379,802,267 aauitional pre-award and post-award interest. 8htirereafter,
Ecuador and Burlington agreed to suspend any pdotge for recognition of awards and the enforcemant
payment obligations until the ICSID Annulment Corttee renders its decision regarding the suspensfon
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execution of the awards. Accordingly, the SouthBistrict of New York and the U.S. District Courtrfthe District
of Columbia stayed all proceedings related to thiereement of the judgment based on the partigsulstion
pending the ICSID’s decision regarding the annulnoéthe award.

On February 13, 2017, Ecuador presented a requsst &side the arbitral decision as well as tloesiba
on the counterclaims claiming that they are boflectve under the CIADI Convention. Together witiis petition,
Ecuador requested the suspension of the arbitcagide. On February 14, 2017, the ICSID grantedsiirspension
of the execution of the arbitral award against BHounaAlso, on February 14, 2017, Ecuador filed ppliaation for
annulment of the award rendered against it witlpeessto the arbitral tribunal’s decision on Febyu@r 2017,
decision. On May 15, 2017, the arbitral tribun@lfmmulment Committee was constitutechich will be in charge of
ruling on Burlington’s petition to lift the suspeoas of the execution of the arbitral award agaiBstador and
Ecuador’s petition for the annulment of the awaeddered against it on February 7, 2017. The sckeddl
upcoming proceedings, including dates for hearirgsains pending.

Claims under the 2030 Bonds

On December 12, 2014, GMO Trust issued proceedagginst the Republic in respect of an alleged
U.S.$15,876,000 holding of 2030 Bonds. GMO volthtawithdrew its complaint pursuant to a settlerhen
agreement between the parties. A stipulation disimg the complaint was filed on March 16, 2015]arnthat
stipulation, the case cannot be re-filed.

On January 30, 2015, Daniel Penades issued progeedigainst the Republic in respect of an alleged
U.S.$455,000 holding of 2030 Bonds. Ecuador wagesewith a notification of the claim on Septemtér 2015.
On January 15, 2016, Ecuador filed a motion to dismOn September 30, 2016, the United Statesi@istourt
for the Southern District of New York granted Ecoisl January 15, 2016 motion to dismiss the Penadeplaint
and ordered the case closed. On October 27, R1@®enades filed a notice of appeal with the SewrttDistrict of
New York to the United States Court of Appeals tfoe Second Circuit. Thereafter, Mr. Penades digyg fthe
required standard forms to initiate the new appaaeé.

On November 29, 2016 the United States Court ofedfpfor the Second Circuit issued a notice stating
that the appeal had been assigned to the Courpedibed Appeals Calendar. On January 3, 2017, Enafes
submitted a brief in support of his position. Edofiled its brief in response on February 7, 200hn February 7,
2017, Mr. Penades filed a motion requesting a gxtension to file his reply brief by March 8, 201@n February
8, 2017, the United States Court of Appeals for3keond Circuit granted Mr. Penades’ motion. Obriary 23,
2017, the United States Court of Appeals for theoBd Circuit scheduled the case for the week of Ma3017. On
March 8, 2017, Mr. Penades filed his reply brief. Kay 5, 2017, the case was submitted to the Urdtates Court
of Appeals for the Second Circuit for review. OnyM&7, 2017, the United States Court of Appealdtier Second
Circuit entered a summary order affirming the juégiof the United States District Court for the Beun District
of New York, granting Ecuador’s motion to dismiss. lRenades’ complaint.

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

Creditors holding outstanding arbitral awards arrcqudgments present a risk of disruption to tfferng.
This could involve any type of creditor, includitrgde, supply, investor and finance creditors whtaio arbitral
awards and possibly seek to enforce these awardsigments. The risk with respect to the offeringudes that
the Lead Manager in the offering could be said@eehan obligation to pay the offering proceeds ¢odglor, and
that Ecuador's creditors may attempt to enforcer thghts against Ecuador’s interest in any sucligalion.
Further, Ecuador’s creditors could attempt to attide proceeds of the offering or the payment wfggpal and/or
interest on the Notes.
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Payments to holders of the Notes could be attadmedreditors, including holders of other debt
instruments of Ecuador, to satisfy awards agairetdelor. As a result, Ecuador may not be able teenzayments
to holders of the Notes.

There is a risk that creditors could attach payseftinterest and principal by Ecuador to holddrthe
Notes outside of Ecuador because, until paymetshrholders of the Notes, they could possibly el to be
the assets of Ecuador. For more information osdlpending awards, see “Legal Proceedings” andk ‘TRastors—
Risk Factors Relating to EcuadoEeuador is involved in a number of legal proceediragd disputes that could
result in losses to Ecuador as well as a decreagereign investmerit.

There is a risk that creditors could seek to atfaett of the offering proceeds to satisfy pendimgras
against Ecuador. If creditors are successfultiching payments to holders of the Notes, Ecuady mot be able
to make payments to holders of the Notes. For éarithformation about the attempts of creditors ofjektina to
enforce payment obligations on defaulted soverdigt, see “Risk Factors—Risk Factors Relating eoNiotes—
Recent federal court decisions in New York creaeertainty regarding the meaning of ranking proems and
could potentially reduce or hinder the ability afvereign issuers to restructure their public sectebt”

Specifically, payments of principal and/or interest the Notes may be attached, enjoined or otherwis
challenged by holders of other debt instrument&@fador, including outstanding holders of the 2ahd 2030
Bonds. Some creditors have, in recent years, liggdtion tactics against several sovereign debtiiat have
defaulted on their sovereign bonds including PBlicaragua and Argentina, to attach or interruptpayts made
by these sovereign debtors to, among others, I®ldérthe relevant defaulted bonds who agreed tcelat d
restructuring and accepted new securities in ahange offer. Ecuador may also become subject te sucollect
on defaulted indebtedness. Ecuador cannot guardhétea creditor will not be able to interfere, dhgh an
attachment of assets, injunction, temporary restrgiorder or otherwise, with payments made ungemMotes. As
of the date of this Offering Circular, the Repubfcaware of one claim that has been made by a&hofdhe 2030
Bonds. For more information, see “Public Debt—D@btigations—2012 and 2030 Bonds and tender offer.”

The Republic may incur additional debt beyond whaestors may have anticipated as a result of a
change in methodology in calculating the publictdebGDP ratio for the purpose of complying witt@% limit
under Ecuadorian law, which could materially adwaysaffect the interests of Noteholders.

The Republic is subject to a limitation on borrogvidue to the Public Planning and Financing Codegtwh
limits total public debt to 40% of GDP unless, liretcase of public investment programs and projeictsational
interest, a majority of the National Assembly ap@o an exception to this limit on a project by pobjbasis.
Accordingly, in order to exceed the 40% limit ofatiopublic debt to GDP the Republic must either adnne Public
Planning and Financing Code or seek an exceptan the National Assembly on a case by case b&ss.“Public
Sector Finances Overview—Fiscal Policy.” Each tithe Republic wishes to issue additional debt, sagthe
Notes, it must ensure it is within those limits.

On October 25, 2016, pursuant to Article 147, G#ali3 of the 2008 Constitution, former Presidentr&or
exercised his presidential authority to issue immaeting regulations and signed Decree 1218, whiokdifies
Article 135 of the Public Planning and Finance Cddecree 1218 changes the methodology that thesivinof
Finance uses to calculate the total public del@@d ratio for the purpose of establishing whethertbtal public
debt ceiling of 40% established in Article 124 loé tPublic Planning and Finance Code has been eedetlhder
Decree 1218, the Ministry of Finance will now ube otal Consolidated Public Debt methodology s#tim the
Manual of Public Finance Statistics of the IMF. eTtMF GFS, which was published in 2001, providest tihe
presentation of government financial statisticgluding total public debt, should be calculatedaononsolidated
basis rather than on an aggregate basis. Accordinpe IMF GFS, the consolidation methodology pres
statistics for a group of units as if accounting dosingle unit. In the context of total publichtiethis means that
debt that flows between governmental units or iestior between the central government and thesergmental
units or entities (“intra-governmental debt”) istniocluded in the calculation of total public debt. contrast, the
aggregation methodology, which the Ministry of Fina used prior to Decree 1218, does include intra-
governmental debt in the calculation of total puldebt. By changing the method of calculatingltpteblic debt
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from an aggregation methodology to a consolidati@thodology, Decree 1218 effectively eliminategatertypes
of debt from the calculation and, by extension,uces the amount of total public debt taken intooant for
purposes of the 40% total public debt to GDP cgilin

Because the consolidation methodology does not tate account intra-governmental debt in the
calculation of total public debt, Decree 1218 witlable the Republic to incur more public debt timwestors may
have anticipated before the signing of Decree 1@2tfn Ecuador calculated the total debt for theopse of the
40% public debt to GDP ratio ceiling using the agmtion methodology. While the change in methaglekmay
reduce the near-term likelihood that the Republitiveed to amend the Public Planning and FinanogeQr seek
an exception from the National Assembly in ordeintcur more debt, the interests of the Noteholaendd be
materially affected to the extent that the chamgméthodologies results in the incurrence of aoti public debt.

Ecuador faces challenges in its ability to accedsmal financing.

Ecuador may have to rely in part on additional ficiag from the domestic and international capital
markets in order to meet its future expenses. Gilrerfluctuations in Ecuador’s level of InternatbiReserves in
the last few years, as of December 31, 2015, latermal Reserves covered 9.5% of current accouyrneats.
Ecuador’s ability to obtain diverse sources ofiné¢ional funding has become increasingly importeBge “Public
Sector Finances—Overview—Fiscal Policy.” Since thé. dollar is legal tender of Ecuador, the lewél
International Reserves may not be an indicatotsohbility to meet current account payments as avbel the case
in an economy where the dollar is not legal tender.

In 2008, the CAIC issued a report that made a nurabéndings regarding the legitimacy of Ecuador’s
debt obligations (including the 2012 and 2030 Bynds particular relating to concerns involving tipeblic
assumption of private debt, appropriate authoorsti sovereign immunity, and the relevant econderios of the
debt obligations incurred. See also “Risk FactdrRisk Factors Relating to EcuadoEeuador has defaulted on its
sovereign debt obligations in the past, in part&lts obligations under the 2012 and 2030 Bohdsollowing the
report in 2008, Ecuador defaulted on its paymeatsttfie 2012 and 2030 Bonds in the aggregate amasnof
February 2009, of approximately U.S.$157 millioniriterest and U.S.$3,200 million in principal. BEdor invited
holders of the 2012 and 2030 Bonds to participatevp tender offers in April 2009 and November 2@@8ich
resulted in the tender of 93.22% of the 2012 arRDAonds. Although some holders continue to himéddefaulted
2012 and 2030 Bonds, Ecuador has successfully cleased additional 2012 and 2030 Bonds from remginin
holders from 2009 onwards. As of the date hettbeftotal aggregate amount of outstanding prinadpathe 2012
and 2030 Bonds is U.S.$52.1 million, which représdn6% of the original aggregate principal amafrthe 2012
and 2030 Bonds. For more information, see “PubleébtB-Debt Obligations—2012 and 2030 Bonds and tender
offer.” Given the history of defaults, and moreaetty, defaults with respect to the 2012 and 2080d3 as a result
of the CAIC determining that the bonds were issiledally, Ecuador may not be able access extdmahcing on
favorable terms. For further information regardthg external debt payment record of Ecuador andhistery of
defaults, see “Public Debt—Debt Obligations.”

The ability of Ecuador to counter external shodketigh 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 atljosonetary policy and interest rates in order tuence
macroeconomic trends in the economy is limited. Tdtal income from its exports and remittances setx
outweigh the total cost of its imports. The disiops$ currently experienced in the financial markese led to
reduced liquidity and increased credit risk premsuor certain market participants and have resuitedreduction
in available financing. Furthermore, by law, Ecugsl®il revenues can only be used to finance iiftesure
projects and its ability to use these revenues ddress other sectors or fiscal policy in generalinsted.
Accordingly, Ecuador’s ability to use the toolsnebnetary 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 iy Public Planning and Finance Code. Under thédub
Planning and Finance Code, proceeds of public ttebsactions may only be used to: (1) finance Guwent
programs, (2) finance infrastructure projects thave the capacity to repay the related debt oligatand (3)
refinance an existing external debt obligation oorenfavorable terms. The Public Planning and FiaaBGode
prohibits public transactions for the purpose ofipg ongoing expenses, with the exception of exgemslated to
health, education, and justice, under exceptionalmstances as determined by the President diéipeblic.

The Republic will use the proceeds of the Noteadcordance with the limitations of the Public Pliag

and Finance Code. The total expenses of thisiofferincluding the underwriter's fee, is estimatexd be
approximately U.S.$6.5 million.
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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 shar 950-mile
border with Peru to the south and the east, a 3i8hborder with Colombia to the north, and a 1,48ik coastline
to the Pacific Ocean to the west.

Ecuador encompasses a wide range of geographie aneclimates, including the Pacific coastal @ain
the Sierra (consisting of the Andean highland negithe Oriente (characterized by the Amazoniapitad rain
forest) and the Galapagos Islands region locateddrPacific Ocean approximately 600 miles from¢bast. The
Republic is traversed by the equator and lies @gtin the north and south tropical zones. The tgisiregional
climates vary depending on altitude. The climatetrigpical in the Pacific coastal plains and the eOie,
predominantly temperate in the Sierra, and maritmtbe Galapagos Islands.

Ecuador has several active volcanoes, some of whasle shown increased activity in the past several
years. When it occurs, the irregular ‘El Nifio’ngitic phenomenon has caused heavy rains, landshitksspread
flooding and hotter temperatures across Ecuador20IL2, forest fires occurred in many areas of Houa The
Pichincha province on the outskirts of Quito wadipalarly affected.

On October 26, 1998, Ecuador and Peru signed a retrepsive peace agreement that ended a long-
standing territorial dispute concerning territamythe Oriente region. Although the territorial #m spanned more
than a century, the treaty ended multiple hostileoanters between the two governments over theseoofr 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 canmtp@Fuerzas Armadas Revolucionarids Colombia
(“Revolutionary Armed Forces of Colombia” or “FARE'which was located in Ecuadorian territory. Thad to
the death of FARC's leader, Raul Reyes. Despiteesbrief tensions that resulted in the end of didtic relations
with Colombia, the restoration of diplomatic reteis between both countries was announced in Noveail2910
by the presidents of Ecuador and Colombia, Rafsmre@ and Juan Manuel Santos, respectively, dutieg
UNASUR summit in Guyana.

According to projections based on the 2010 censoducted by the INEC in 2016, the total populatbn
Ecuador is approximately 16.5 million. Approximgt&0.2% of the population live in the Pacific cedgtlains,
44.5% live in the Andean highlands, 5.1% in thee®® and 0.2% in the Galapagos Islands. From 202010, the
population grew at an average annual rate of 1@&n from 2.05% between 1990 and 2001. Approxilpate
63.6% of the population is urban. Guayaquil, whisHocated on the coast, is the largest city wité @illion
inhabitants. Quito, the country’s capital, has pyation under 2.6 million and is located in thghiands at 2,850
meters above sea level. Cuenca is the third laaiystvith 591,996 inhabitants, and is also locatethe Andean
highlands. Spanish is the official language, wii)eechua and Shuar are considered official langudge
intercultural relations.

Historically, Ecuador has been a Catholic countrgt ahile the country remains predominantly Catholic
evangelical Christianity has become increasingjyubar.
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The following chart sets forth certain demogragthiaracteristics for Ecuador in the time period Higet

Demographic Characteristics

2012 2013 2014 2015 2016
Total population (million) 15.5 15.8 16.0 16.3 16.5
Female (%) 50.4 50.5 50.5 50.5 50.5
Male (%) 49.6 49.5 49.5 49.5 49.5
Urban (% 63.0 63.2 63.3 63.4 63.6
Rural (%) 37.0 36.8 36.7 36.6 36.4
Functional age groups(%)
Child (0—14) ...t 31.8 315 31.1 30.7 30.3
AUt (15-64).....ccviiiiiiieirciretreesee e 61.6 61.9 62.2 62.5 62.8
EIderly (B5+) ....cceoiirireiiricinieiscieereeee e 6.6 6.7 6.7 6.8 6.9
Demographic Indicators
Average Annual Growth (%) .......ccoceeveiiecsmeeiereenne 1.7 1.6 1.6 1.6 15
Birth Rate (per thousand) 4.1 4.0 3.9 4.0 n/a
Infant Mortality Rate (per 1,000 live blrths) ........... 8.8 8.6 8.4 8.9 n/a
Fertility Rate (per woman)... 2.7 2.6 2.6 25 25
Average Life Expectancy(age
Female 78.3 78.6 78.8 79.1 79.3
Male 72.7 72.9 73.2 73.4 73.7
Overall 75.5 75.8 76.0 76.2 76.5

Source: Based on data from INEC.

The following table sets forth certain comparatiméormation for Ecuador in 2015 relative to certain
countries:

Selected Comparative Social Statistic®
As of December 31, 2015

United

Ecuador Bolivia Paraguay Honduras Guatemala  Costa Rica States
Average life expectancy............c....... 75.8 68 73 73 71 79 79
Adult literacy rate........ccccceecererreenen. 94% 94% 95% 87% 7% 97% n/a
Expected years of schooling............ 9.8 13.9 12.3 11.2 10.7 15.1 16.5
Population below poverty line........... 23.3% 39.1% 22.6% 49.3% 53.7% 21.7% n/a

Source: Ecuador data based on INEC projectionsfd3ezember 31, 2015, remaining country data basetlorld Bank data available as of
December 31, 2015.
(1) In Ecuador, as of December 2015, the poveniy Was U.S.$83.79/month, per household.

Pedernales Earthquake

Ecuador is located in an active seismic area wihereisk of an earthquake or tremors is high. @nilA6,
2016, the Pedernales Earthquake, a 7.8 magnitutleqeake, struck the northern coast of Ecuador elibe
convergent boundary where the Nazca tectonic glaitelucts beneath the South American tectonic platuador
has a history of serious earthquakes relatingisocttnvergent boundary, with seven earthquakesanittagnitude of
seven or higher occurring in this zone since 1900.

The epicenter of the Pedernales Earthquake watetbtetween the provinces of Esmeraldas and Manabi
and approximately 110 miles from Quito. Accordingsttuation bulletin Number 65 published by ther8eey of
Risk Management, as of May 16, 2016, the numbdatefities from the Pedernales Earthquake had tised61,
while 6,274 people sustained injuries, 28,678 peapld 7,356 families remained in shelters, 18,66iRlihgs
sustained damage and 808 schools sustained damag@ained under investigation. On April 17, 20f@mer
President Correa issuékecutive Decree No. 1001, declaring a state ofrgemey in the provinces of Esmeraldas,
Manabi, Santa Elena, Santo Domingo de los TsacHilss Rios and Guayas due to the negative impathef
natural disaster.
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Significant aftershocks followed the initial eartfadge, including eight aftershocks with a magnitatdeve
six on the Richter scale as of the date of thig@ff Circular. While the damage from aftershooksurring in the
five week period following the earthquake was milinaftershocks of 6.8 and, 6.7 magnitudes whidumwed on
May 18, 2016 led to one fatality and left an adutitil 85 people injured.

An evaluation conducted by SENPLADES, INEC and asi ministries estimates that the cost of
reconstructing the infrastructure damaged by théefales Earthquake, including adding earthquakesteamt
features, is approximately U.S.$3.3 billion (appmuately 2-3% of Ecuador’'s GDP) out of which U.S3Billion
would come from the public sector and U.S.$1.lidvillwould come from the private sector. Withowirtg into
account the cost of reconstruction, damage frorme#indnquake had an impact of -0.7% on the growtBoofador’s
GDP in 2016, and, as of December 2016, an impae®.886 on the growth of GDP in Manabi, the proviirce
which 95% of the damages caused by the earthquakeomcentrated. In response to the earthquakeefo
President Correa empowered the Ministry of Finaioceeallocate public funds, other than those atkmtaoward
health and education, toward reconstruction effimtsugh Article 3 of Executive Decree No. 1001 @ndposed a
series of measures to help finance reconstructimaupnt to his authority under Articles 120 and dfithe 2008
Constitution.

On May 20, 2016, the Law of Solidarity was publidhend became effective. The Law of Solidarity
includes the following measures:

* increasing the value added tax by 2% (from 1298 )1for one year starting June 1st, 2016, of which
an additional 2% may be refunded if payments ardemaith electronic money (i.e. a 4% VAT
reimbursement applies in payments made with eleicrmoney). It is expected that on May 31, 2017,
such rate will return to 12%;

* a one-time contribution by natural persons equél.88%6 of an individual's total assets for indivithia
whose total assets exceed U.S.$1 million;

* a one-time contribution by corporations equal to@heir 2015 taxable income; and

* a one-time contribution of a day's salary for onenth for those earning more than U.S.$1,000 a
month;

* a one-time contribution of a day's salary for twonths for those earning more than U.S.$2,000 a
month, and similarly until a limit of a one-timertabution of one day's salary for five months for
those earning more than U.S.$5,000 a month.

Former President Correa also indicated that Ecuadaodd draw from existing contingent credit lines,
including a U.S.$150 million credit line with the dNd Bank, a U.S.$240 million credit line with IDBnd a
U.S.$100 million with the CAF, and would explorethossibility of selling certain assets of the Rejoyincluding
the Sopladora 487 MW hydroelectric plant, Banco dcifico S.A., theCorporacién Nacional de
Telecomunicacionesind other state owned utilities. Additionally, daly 8, 2016, the IMF approved a U.S.$364
million facility to help Ecuador meet costs relateddamages to infrastructure, housing, and aguicelicaused by
the Pedernales Earthquake. The IMF disbursed 85864 million loan in a single, upfront disbursemneith no
conditionality. Ecuador received the funds underFIk&pid financing instrument. The increase in imadional
reserves during the period from April 30, 2016 fariA30, 2017 was primarily due to loan disbursetagimcluding
under the IMF financing instrument. On July 8, 0the Executive Board of the IMF concluded itswaairArticle
IV consultation with Ecuador.

To date, four sources of financing being used tdres$ relief and restoration efforts in relationthe
Pedernales Earthquake include the General StatgeBuproceeds from the Law of Solidarity, continglemes of
credit and national and international donationga Abigust 15, 2016, Fausto Herrera, former MinisteFinance,
allocated U.S.$888 million for immediate attentianrelief and restoration efforts in relation tcetPedernales
Earthquake.
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Historical Background

Until 1553, what is now Ecuador formed part of the northerralmpire. Under Spanish rule, Ecuador
became a seat of the Spanish colonial governmer868 and part of the Viceroyalty of New Granada7i7. The
territories of the Viceroyalty (New Granada (Colaa)b Venezuela and Quito) gained their independdetereen
1819 and 1822 and formed a federation known as @aombia. Quito withdrew from the Gran Colombia
federation in 1830, and formed what was then knawthe “Republic of the Equator.”

The next 150 years were marked by domestic pdliizstability and international border conflicts.
Particularly, after the withdrawal from Gran ColambEcuador saw a power struggle between conseegatiom
Quito and liberals from Guayaquil. Internationalbgtween 1904 and 1942, Ecuador lost territories series of
conflicts with its neighbors, including a war witeru in 1941.

After World War II, Ecuador saw periods of demomratule juxtaposed with military dictatorships.
Despite this instability, Ecuador’s banana indusiopmed in the 1950s as it became one of the laeyesrters of
the fruit in the world. In the 1970s, the discovef new petroleum fields in the eastern provintessformed
Ecuador into a producer of oil and made oil theu®dp’'s most important export commaodity. The riseil exports
fuelled economic growth and brought sharp increasespending and employment, financed mainly byl
borrowing and oil revenues.

Although Ecuador marked 25 years of civilian goeerce in 2004, the period was marked by political
instability. Protests in Quito contributed to th&lsterm ouster of three of Ecuador’s last four deratically elected
Presidents. In 2006, former president Rafael @Gowas elected with 56.67% of the vote. Under Hiministration,
which began in January 2007, voters approved ti8 Zlonstitution, Ecuador’s 20constitution since gaining
independence. Former President Correa was reglectgeneral elections held in February 2013 withl3% of
the vote for a term ending in May 2017. On April 2017, Lenin Moreno was elected as Correa's sumcess
President Moreno assumed the post of Presidentwddor on May 24, 2017 with Jorge Glas as Viceiéeas for
a four-year term.

Form of Government

Ecuador is a republic, with powers divided among foranches of government: executive, legislative,
judicial, transparency and social control, andtelat branches. The 2008 Constitution providestrcurrent four-
year terms of office for the President, Vice Presid and members of the National Assembly. Pretidand
legislators may be re-elected immediately. Citizenst be at least 16 years of age to vote.

The President is the head of Government and hestdi, and is elected by direct popular vote ffoua-
year term. The President’s duties include thereefoent of the Constitution, the establishmentcohemic, trade
and foreign policy, and the enforcement of domdaticand order. The President is also commandehif of the
armed forces and appoints ministers and headsdler@ment’s cabinet. Former President Correa datoeffice
in January 2007 under the previous Constitutions veaelected in general elections held in Febr2&i3, and
finished his second term under the 2008 Constitutio May 23, 2017. President Moreno assumed tise qfo
President of Ecuador on May 24, 2017 with Jorges@kaVice President for a four-year term.

The 2008 Constitution establishes a single chambgonal assembly elected through direct populae vo
for a four-year period (the “National AssemblyThe National Assembly has 137 representatives,hiflwl5 are
elected at the national level, two are electedppavince, one additional provincial representaforeevery 200,000
inhabitants above 150,000 per province threshold,s& for Ecuadorians living abroad.

On February 19, 2017 (the “2017 Election”) the mtestial election was held with eight candidatesnih
Moreno of Former President Correa’s Alianza PAISeadn first with 39.36% of the vote and Guillermadso of
the CREO - SUMA party, came in second with 28.09%he vote. Also, on February 19, a congressiotedition
was held with Alianza PAIS preserving control ot legislative assembly by winning the majority eats with 74
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seats, CREO-SUMA with 28 seats and PSC with 15sseaspectively. Since no candidate gained arighaitr
victory of 50% of the vote or at least 40% of tlotevwith an additional ten points of advantage dkercandidate
in second place for the presidential election,raaff election between President Moreno and Mr.sbasas held
on April 2, 2017. President Moreno was elected V@th15% of the vote. The CNE declared Presidentelior
president elect on April 4, 2017. Both the OAS d@hd UNASUR monitored the elections and recognizesl t
transparency of the electoral process and thei@becesults. On April 13, 2017, CNE approved theoumt of
approximately 11.2% of the total ballots cast ie tlun-off election due to a claim of alleged indetesicies by
CREO-SUMA and Alianza PAIS. On April 18, CNE broadta live recount of the ballots subject to theenal
International observers, political delegates ofaA#ia PAIS and representatives of social organizatoonitored
the recount. The recount ratified President Morasadhe winner of the run-off election with 51.16%lwe votes.
President Moreno assumed the post of Presidentwddor on May 24, 2017 with Jorge Glas as Viceiéeas for
a four-year term.

On May 23, 2017, President Moreno announced thelbmesrof his cabinet, composed of 23 ministers, 12
secretaries and 8 other authorities. President Moramed Carlos Alberto de la Torre Mufioz as theidter of
Finance and Pablo José Campana Saénz as the Mioist®reign Trade. President Moreno’s cabinetlideb
former ministers under former President Correalsrest such as the Minister of Education, the Marisif Health
and the Minister of the Interior. On May 24, 20Pfesident Moreno merged tiMinisterio de Coordinacién y
Politica Economica(the “Ministry of Coordination and Economic Patdl) and theMinisterio de Finanzagthe
“Finance Ministry”) which became the Ministerio d&conomia y Finanzas (the “Ministry of Economy and
Finance”). President Moreno abolished the followaogrdinating ministries by executive decree: Sleeretaria del
Buen Vivir (the “Secretariat for the National Developmenttf)e Secretaria Nacional de la Administracidtthe
National Secretariat of Administration”), thdinisterio de Agricultura, Ganaderia, Acuacultura Besca/(the
“Ministry of Agriculture, Livestock, Aquaculture dnFishing”), theMinisterio de Coordinacion de la Produccién
Empleo y Competividad (the “Ministry for the Coandtion of Production, Employment and Competitiorife
Ministerio de Sectores Estratégic@ithe Ministry of Strategic Sectors"theMinisterio de Segurida@he“Ministry
of Security”) and theMinisterio del Conocimiento y Talento Huma(tbe “Ministry of Knowledge and Human
Talent”). President Moreno created the MinistryAofuaculture as well as ttgecretaria Técnica del Programa de
Toda una Viddthe “Technical Secretariat for Affordable Housifievelopment and Youth Employment”).

During his inaugural address, President Moreno ameed plans to maintain a dollarized economy, aign
executive decree to establish an austerity plancasate a Production & Taxation Advisory Councilestablish a
dialogue between the public and private sectors.

In addition, based on his party's platform, Presid&oreno set forth the following plans for his
administration intended to be formalized duringrie&t 90 days of his presidency through a developplan:

» creating theConsejo Consultivo para la Transparendtae “Advisory Council for Transparency”), an
anti-corruption organism dedicated to preventiortedtion, sanction and remedy mechanisms to
combat corruption within the framework of the UNr@ention against Corruption;

» creating 40 universities with a technical and tetbgical focus;

* increasing access to scholarships for low-incoradestts at private universities receiving government
aid;

e providing a grant to students in extreme povertyowdraduate from high school to utilize in
entrepreneurial endeavors;

* incentivizing rural agricultural investment;

» using the annual income estimated from tax rettoagrds creating new jobs for youths as well as
towards economic and cash incentives to financéhyeotrepreneurship; and
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* incentivizing home ownership through giving acaesaffordable, long term credit with the BIESS, and
public and private banks.

The following table shows the composition of thaiblzal Assembly as of May 2017:

May 2017
Political Party Number of Members
Alianza PAIS 74
CREO - SUMA 28
PACHAKUTIK 4
PACHAKUTIK — Izquierda Democratica 1
Izquierda Democrética 3
Fuerza Democratica 1
CREO 4
SUMA 2
PSP 2
PSC 15
Others 3
Total 137

Source: El Telegra

Ecuador is administratively divided into 24 prowescand 221 municipalities. Each province is goseérn
by a prefect who is popularly elected. The Govesnimalso designates a governor for each provine¢ th
coordinates and administers the initiatives of @@/ernment; while mayors, who are elected by paputde,
govern municipalities. Each of the 24 provinces &a®pularly elected provincial council headed hyrefect. A
municipal council is responsible for the governmaintach municipality. All provincial and municipafficials are
popularly elected to four-year terms.

The judicial system consists of tl@orte Nacional de Justicig“National Court of Justice”)Cortes
Provinciales de Justicig“Provincial Courts of Justice”); andribunales Unidades Judiciale§First Instance
Courts”). The National Court of Justice is commbsé 21 judges appointed by tleonsejo de la Judicatura
(“Judiciary Council”), which is in charge of regtitag, administering and auditing the judicial branc The
Judiciary Council is comprised of nine standing rhems with their respective alternates, who perftneir duties
for a six-year term of office and cannot be re@eéct The designation of the standing members ofitidgciary
Council and their alternates takes place by a ctithme merit-based examination process, subjectitzen
oversight. Issues relating to the 2008 Constitytiocluding the modification or amendment thereng reserved to
the Constitutional Court. The Constitutional Cadartcomposed of nine members who are selectedcoynanission
composed of eight members appointed from the varibtanches of government. Each member of the
Constitutional Court is appointed to a nine-yeamtand may be re-elected at the end of their term.

In addition, the 2008 Constitution recognizes tlssibility for indigenous communities to exercibeit
judicial authority in accordance with their tradits and their own sets of rules. The exerciseisfahthority must
comply, and must not conflict with, the rights &@th by the 2008 Constitution and by internatiomaties ratified
by the Repubilic.

The 2008 Constitution also creates two additiomahthes of governmenta Funcion 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 comprisafdthe
Contraloria General del Estadghe “Office of the Comptroller General”), tf@onsejo de Participacion Ciudadana
y Control Social(the “Counsel of Citizen Participation and Soci@n®ol”), various superintendent organizations
including theSuperintendencia de Banc@Superintendent of Banks”), and tbefensoria del Pueblihe “Public
Defender”). The Counsel of Citizen ParticipationdaSocial Control appoints the chief executive atle
superintendent organization, Office of the Compralseneral, the Public Defender and the Attornepnésal. It is
also the entity principally responsible for corioptinvestigations and establishing citizens’ coteais for public
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consultation prior to the enactment of laws accmydio the 2008 Constitution. The purpose of thateens’
committees is to increase citizen participation anelvement in the democratic process and createfarmed
population who perform an active role in the enasttrof laws.

The purpose of theuncion Electoral(the “Electoral Branch”) is to provide oversiglor the Republic’s
political parties and elections. The Electoral rigtta is comprised of th€onsejo Nacional Electorgf‘National
Electoral Council”) and thédribunal Contencioso Electorafthe “Electoral Dispute Settlement Court”). The
National Electoral Council organizes and oversdestiens to ensure transparency and compliance elébtion
law, supervises the activities of political partiaad establishes a civil registry. The Elect@epute Settlement
Court hears and resolves, among others thingsutdispegarding campaign finance violations andese#iection
results appeals.

Memberships in International Organizations and Intenational Relations
International Organizations

Ecuador has diplomatic relations with approximat&f2 countries, and is a member of a number of
international organizations, some of which inclutde United Nations, OPEC, the OAS, the World Health
Organization, the Community of Latin American arariBbean States (“CELAC”), and UNASUR.

In 2007, Ecuador rejoined OPEC as a full membear dff years of absence, having left due to OPEC’s
membership fee and its increase in production guoEuador decided to rejoin OPEC due to benefitise global
producer network and the access to information @REC provides to its members. In September 2Bédador
joined OPEC'’s Fund for International Developmendeselopment fund to stimulate economic growth alteliate
poverty in disadvantaged regions of the world.

On July 2, 2009, Former President Correa issue@caed declaring that Ecuador was terminating its
agreement as a member of the ICSID. The decrdedsthat the ICSID Convention violated principles o
sovereignty enshrined in Article 422 of Ecuador®2 Constitution, which provides the rules for sigsion to
arbitration proceedings by Ecuador as a sovereifjfotwithstanding the foregoing, Ecuador is a memdier
UNCITRAL and is still a party to the New York Comt®n on the Recognition and Enforcement of Foreign
Arbitral Awards of 1958.

Ecuador continues to be a member of both the IMé tae World Bank. On July 8, 2016, the IMF
approved a U.S.$364 million facility to help Ecuadeeet costs related to damages to infrastruchoesing, and
agriculture caused by the Pedernales EarthqualeelMR disbursed the U.S.$364 million loan in a sngipfront
disbursement with no conditionality. Ecuador reedithe funds under the IMF rapid financing instratm&he
increase in international reserves during the periom April 30, 2016 to April 30, 2017 was primgrdue to loan
disbursements, including under the IMF financingtinment. On July 8, 2016, the Executive Boardhef tMF
concluded its annual Article IV consultation witlelador. Separately, the World Bank has provide@rs¢vecent
project level financing for projects in infrastrucg, irrigation, transport and sanitation. Thesgeggts include the
Chimborazo Development Investment project in 208d the Quito Metro line project in 2012. See “The
Ecuadorian Economy—Strategic Sectors—Transportétiofor more information, see “Monetary System—the
Central Bank.”

Treaties and Other Bilateral Relationships

Ecuador was a party to bilateral investment treatigh Argentina, Bolivia, Canada, Chile, Chinaarkce,
Germany, Spain, Italy, the Netherlands, Peru, Sigaweden, Switzerland, the United Kingdom, the &bhiStates,
and Venezuela. On May 3, 2017, the National Assgmdjected the bilateral investment treaties whih following
countries: Argentina, Bolivia, Canada, Chile, Chiitaly, the Netherlands, Peru, Spain, Switzerlahd, United
States and Venezuela on the basis that theseesefdvored private investors over the intereststhef
Republic. This rejection initiated a process othdrawal of Ecuador from these bilateral investmiaaties,
although the negotiation of new bilateral investirtegaties with certain of these countries is undersideration.
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Investments made during the term of these treatidlsstill be subject to its protections despite uador’s
withdrawal which could have an effect on prospectimvestments following withdrawal. Bilateral irstment
treaties with the following countries have alreaither been terminated or expired: Cuba, the DaramiRepublic,
El Salvador, Finland, Guatemala, Honduras, Nicaadlaraguay, Romania and Uruguay. On May 8, 2/,
president of theComision para la Auditoria Integral Ciudadana desldratados de Proteccién Reciproca de
Inversiones y del Sistema de Arbitraje en Mateddrdrersioneg"CAITISA”) delivered the final audit report of 27
bilateral investment treaties to former Presidemtr€a, which finalized a process initiated in 2008e audit report
concluded that bilateral investment treaties ateandecisive tool for attracting foreign direct @stment, because
Ecuador only received 0.79% of the global foreigred investment that flowed to Latin America arftet
Caribbean. The principal sources of foreign diieeestment that flow into Ecuador are from Brakllexico and
Panama, none of which have a bilateral investnteatyt with Ecuador, and of the seven largest fore@gestors in
Ecuador, only 23% come from a country which hagadpal investment treaty with Ecuador. The CAIAI&port
recommended that Ecuador should enter into agrédsmeth direct investors on a case-by-case bafsyiag
more flexibility in regards to dispute resolutidauses, better protection for the Republic by tailp the definition
of “investment” more appropriately to the specificcumstances and a new framework for investogitd and
obligations. On May 16, 2017, Ecuador formally demmed and terminated bilateral investment treatigh
Argentina, Bolivia, Canada, Chile, China, Francerr@any, Italy, Northern Ireland, the Netherlands;uP Spain,
Sweden, Switzerland, the United Kingdom, the Uni¢ates and Venezuela.

In addition, on December 12, 2014, representafives Ecuador’s Ministry of Foreign Commerce signed
a trade agreement with the European Union. Foenmformation see “Balance of Payments and For&rgie—
Foreign Trade—Trade Policy.”

On August 24, 2016, the Central Bank of Ecuador thedCentral Bank of Iran (Bank Markazi Jomhouri

Islamic Iran) signed a memorandum of understanditya banking and payment arrangement. The twontkemcts
provide for mechanisms to set up accounts, netifqgayments and other payment arrangements bettheetwo
central banks to facilitate future payments of eigbetween Iran and Ecuador. A third documentsigised by the
Agencia Ecuatoriana de Aseguramiento de CalidadAtgb de la Republica del Ecuadéthe “Agency for the
Quality Assurance of Agriculture of Ecuador”) ahe tPlant Protection Organization of the Islamic tfig of Iran.
The document is a memorandum of understandingetablishes a framework for bilateral cooperatiormplant
guarantine methods in accordance with the IntesnatiPlant Protection Convention.

Ecuador previously entered into two other coopeeatigreements with Iran. The first, signed in Oetob
2011, is a memorandum of understanding that estedslia framework for bilateral cooperation on healitiatives.
The second, signed in June 2012, is a commeraiebagent that establishes a framework for any futaremercial
trade between Iran and Ecuador.

On November 11, 2016, Ecuador signed a trade agrgemith the European Union Council. The
agreement will allow Ecuadorian products (includfreling products, bananas, flowers, coffee, codeats, and
nuts) to have greater access to the European markee Ministry of Foreign Commerce estimates tthas
agreement will increase the Ecuadorian supply afdganto and from the European Union by 1.6% up@?0.
Both the European Union and Ecuador intend to imple the trade agreement on a provisional basi8117.

Regional Organizations

Ecuador also maintains close ties with most afi@ghboring countries and participates in severgional
arrangements to promote trade, investment and cesrviAs a member of the Latin American Integration
Association (“ALADI"), a regional external tradesagiation, Ecuador and the other signatories (AnganBolivia,
Brazil, Chile, Colombia, Cuba, Ecuador, Mexico, &aa, Paraguay, Peru, Uruguay and Venezuela) hankeavto
remove regional trade restrictions among membaomat Ecuador also forms part of tiemunidad Andina de
Naciones(“Community of Andean Nations”) along with ColombiBeru and Bolivia. Among the organization’s
greatest achievements is the free flow of merctsendif Andean origin and the free mobility of membeate
citizens. Ecuador is also a member of t&anza Bolivariana para los Pueblos de nuestra AczéLatina
(“ALBA”) along with Venezuela, Bolivia, Cuba, andh@r Caribbean nations. In February 2012, ALBA rbers
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signed an agreement to createegpacio de interdependenci,shared economic development zone between all
members. Ecuador is also linked to Mercosur (casegrof Argentina, Brazil, Paraguay, Uruguay andézeiela),

as an associate member and has been invited toipate as a full member and is a member of CAFo \Whs
helped Ecuador finance several transportation afndstructure projects. In November 2016, Ecuashbered into
the Protocol of Accession of Ecuador to the Tradee@ment with Colombia and Peru along with the Edlpmbia

and Peru.

In 2008, Ecuador, along with eleven other natichrgéntina, Bolivia, Brazil, Colombia, Chile, Guyana
Paraguay, Peru, Uruguay, Venezuela and Surinargagdia treaty establishing the Union of South Aoaeri
Nations. The organization’s General Secretariat itagpermanent headquarters in the city of Quitbjlevits
Parliament will be located in the Bolivian city Gochabamba. As of 2010, Ecuador forms part ofGReAC.
CELAC promotes the integration and developmentaifrLAmerican nations.

Ecuador is a party to the United Nations ConventinrNarcotic Drugs. Since 1990 t@®nsejo Nacional
de Control de Sustancias Estupefacientes y Psigio&é (the “National Counsel for the Control of Narcotisd
Psychotropic Drugs” or “CONSEP”) has dictated ppl&gainst drug trafficking. In July 2013, pursudat
CONSEP’s recommendation to decrease the illicitketaior narcotics, the Ecuadorian penal code wismed to
decriminalize certain amounts of narcotics, inahgdimarijuana and cocaine. In the same month, Bcuad
unilaterally rejected further benefits from prefeial tariff program provided by the United Statgsvernment
under the Andean Trade Promotion and Drug Eraditafct (the “ATP-DEA”). These benefits bestowed
preferential treatment to certain Ecuadorian prtxlic exchange for the Republic’s efforts in conrmtdrug
trafficking in Ecuador. The rejection of the tarfffogram ends tax-free treatment of approximatel$.$223
million worth of goods exported by Ecuador into thé&. per year. The rejection of the ATP-DEA bésehs well
as the penal code reforms, reflect a change indecisgaapproach towards narcotics. According to GBR, this
change is a policy that “criminalizes the drug, prdtects the rights of the addict.” The policfleets the guideline
set by Article 364 of the 2008 Constitution, whidkfines addiction as a public health problem amaestthat
addicts must not be criminalized nor suffer animgfement of their rights due to their addictions.
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THE ECUADORIAN ECONOMY
Gross Domestic Product

In 2011, the economy grew by 7.9% in real terms,Highest growth rate in the last decade. Foreapt
reached U.S.$10.06 billion, primarily due to a logith the China Development Bank in the amount dof.$2
billion. This total external debt amount represent2.7% of GDP, while annual year-end inflationtfee year was
5.4%.

In 2012, the economy of Ecuador grew by 5.6% in terans, which was mainly driven by an increase in
fixed capital formation and public sector consumpti 10.6% and 11.4%, respectively. Gross fixed tahpi
formation in 2012 increased, in real terms, by $1%8 billion due to the various infrastructurejpects and public
sector investments undertaken by Ecuador that yéan more information, see “The Ecuadorian Econemy
Strategic Sectors of the Economy—Electricity andtéi/a Foreign debt reached U.S.$10.87 billion, alhi
represented 12.4% of GDP, while the annual yeardiation for the year was 4.2%.

In 2013, the economy of Ecuador grew by 4.9% il telans, which was mainly driven by continued
increases in fixed capital formation and public tesecconsumption, which increased by 10.4% and 10.3%
respectively. Foreign debt reached U.S.$12.9Bbillwhich represented 13.6% of GDP, while the ahgaar-end
inflation for the year was 2.7%.

In 2014, the economy of Ecuador grew by 4.0% il teans, which increase was mainly due to the
continuing growth of the construction and manufentysectors of the economy. Year-end externat felt2014
reached U.S.$17.58 billion, which represents 17d2%DP, while the annual year-end inflation for tear was
3.7%.

In 2015, the economy of Ecuador grew by 0.2% i teans. This decreased level of growth when
compared with prior years was mainly due to de@@asvenues resulting from the decline in the pofcal. Year-
end external debt for 2015 reached U.S.$20.23obijllwhich represents 20.2% of GDP, an increase5d%
compared to 2014. This increase was primarilytdutae issuance of the 2020 Bonds. The rate afhpi®/ment
increased from 3.8% in 2014 to 4.8% in 2015 due teneral slowdown of the economy in 2015 thattéefbb
losses in both the private and public sectorsatiah for the 12-month period ending in DecembetS8ecreased
from 3.7% in 2014 to 3.4% in 2015 due to a decr@adee price of certain foods, primarily shrimpdachicken.

Inflation for the 12-month period ending in DecemBé&, 2016 decreased to 1.1% from 3.4% for the 12-
month period ending December 31, 2015. This deerisadue to a decrease in the price of certain gatsn motor
vehicles and fruits and vegetables as a resubrfpetition from Peruvian agricultural products einig the market,
the impact on the price of imported goods as altre$wa stronger dollar and the application of agrtadditional
tariffs. Inflation decreased from 1.8% for the 1@mth period ended April 30, 2016 to 1.1% for thendénth
period ended April 30, 2017 due to a decrease ire @f certain products including sound and imagmording
equipment, garments for women, footwear for maritdy motor vehicles and frozen or refrigeratedfrpoultry, as
a result of a stronger dollar and the applicatiboeotain additional tariffs.

On April 10, 2017, the Central Bank published infation regarding GDP for 2016. Real GDP for 2016
was U.S.$69,321 million, compared to U.S.$70,35Hioniin 2015, representing a decrease of 1.5%eal terms.
This decrease is mainly due to the decline in thespof oil, a stronger dollar and the impact oé thedernales
earthquake.
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Real and Nominal GDF

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

For the Year

Ended December 31,

2012 2013 2014 2015 2016
Real GDP (in millions of U.S.$) 64,362 67,546 70,243 70,354 69,321
Real GDP growth 5.6% 4.9% 4.0% 0.2% -1.5%
NOMINAI GDP ...ttt 87,925 95,130 102,292 100,177 97,802
Source: Based on figures from the Central Bank @ubr National Accounts for the Fourth Quarter @f15.
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
2012 GDP 2013 GDP 2014 GDP 2015 GDP 2016 GDP
Manufactufing®..........ccoccomevenrrennees 10,740 12.21 oM 12.59 13,879 13.57 13,815 13.79 13,628 13.93
CONSLIUCHON ... 9,379 10.67 10,013 10.53 10,869 10.63 10,719 10.70 9,428 9.64
Petroleum 11,092 12.62 11,545 12.14 10,915 10.67 4,410 440 8423 3,93
Trade (COMMEICTE) ......verererererreeennees 9,054 10.30 9,977 10.49 10,555 10.32 10,501 1048 9249 10.15
Agriculture 6,564 7.47 7,231 7.60 8,114 7.93 8,452 8.44 8,429 628
Community services .... 6,943 7.90 7,513 7.90 7,879 7.70 8,679 8.66 8,743 .94 8
Government services...............o..... 5,500 6.26 6,051 6.36 6,610 6.46 6,938 6.93 6,518 .66 6
Administrative activitf................... 5,712 6.50 6,550 6.89 7,149 6.99 6,920 6.91 6,741 896
Transportation ...........c.c.eeeeereereernenes 3,860 4.39 4,300 4.52 4,523 4.42 4,469 4.46 4,516 62 4
Finance and insurance ............cc....... 2,761 3.14 2,591 2.72 3,180 3.11 3,332 3.33 3,388 46 3
Telecommunications............cccveeenee 1,914 2.18 2,021 2.12 2,171 2.12 2,039 2.04 1,845 891
Electricity and Water ..........c.ocoeucunee. 1,046 1.19 1,066 1.12 1,302 1.27 1,557 1.55 1,804 851
Shrimp 462 0.53 516 0.54 491 0.48 393 0.39 418 0.43
Mining 289 0.33 305 0.32 337 0.33 354 0.35 344 350.
Others® 12,609 14.34 13,477 14.16 14,317 14.0 17,598 17.57 18,232 18.64
Total GDP 87,925 100 95,130 100 102,292 100 100,177 100 97,80  100.0
Source: Based on information from the Central Bank.
2) Table measures gross value added by economic seddaorresponding percentage of Nominal GDP.
2) Includes manufacturing other than petroleum refinin
3) Includes Public Defense and Social Security Adntiaton.
4) Includes Professional and Technical Administration.
5) Includes fishing, petroleum refining, hospitalitychfood services, domestic services, and otheresisof GDP.
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The following table sets forth Ecuador’s real GDBvgh by expenditure as a percentage of total GEP

growth for the periods presented.

Real GDP and Expenditure Growtt

(Percentage change from previous comparable pbeedd on 2007 prices)

For the Year Ended December 31,

2012 2013 2014 2015 2016
Real GDP GrOWE ....c.ccueiiiiiiiiciitcreeseeeee et 5.6 4.9 4.0 0.2 -1.5
Import of goods & Servicey ..........c..ccooeerveurvemeeereeereenens 0.8 7.0 4.3 8.6 6.4
Total Supply of GO0OdS & SErviCes.......coouvrvrieenieiiieeeens 4.5 5.4 4.1 -1.9 -2.6
Public Sector CoONSUMPLION ........ccueue s e 111 10.3 5.2 0.6 -3.3
Private CoNSUMPLION ........coiiiiiiiiiiemeeee e s 2.9 3.9 3.4 -0.1 -1.9
Gross Fixed Capital Formation 10.6 104 3.8 -5.9 -8.0
Exports of goods and servi¢gs 5.5 2.6 4.2 04 03
Total Final Demand............cccccociiiiiniincni 4.5 5.4 4.1 -1.9 -2.6
Source: Based on figures from the Central Bank @ubr National Accounts for the Fourth Quarter @f15.
(1) Corresponds to figures from “Real GDP by Expeneituable.
The following table sets forth Ecuador’s per ca@faP statistics for the periods indicated.
Per Capita GDP
For the Year Ended December 31,
2012 2013 2014 2015 2016
Per capita Nominal GDP (current U.S.$) .....ccceceeieeiinninnnnne 5,665 6,030 6,382 6,154 13,9
Per capita Real GDP ........cccoccovvcinienennens 4,147 4,282 ,388 4,322 4,194
Population (in thousandy).............cceevereiererreereercsieneens 15,521 15,775 16,027 16,279 16,529
Source: Based on figures from the Central Bank @ubr National Accounts for the Fourth Quarter @f15.
(1) Population figures correspond to projected peion annual 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,
2012 2013 2014 2015 2016

Consumption

Public Sector Consumption ................. SRV 8,712.1 9,609.8 10,911  10,172.3 9,831.8

Private CONSUMPLION ......oveviieiriiiiccemeceee et 40,361.9 41,942.3 43,375.8 43,313.2 42,510.0

Total CONSUMPLION ...c.cceiiiiiiiiieicec et 49,074.0 51,852. 53,487.7 53,485.5 52,341.8
Gross Investment

Gross Fixed Capital Formation 16,496.2 18,214.1 18,804  17,797.9 16,367.0

Change in Inventory 380.3 261.3 460. -101.7 230.7
Exports of goods and Servi€Bs.............cccoeeveurveeerersiersrees 17,756.0 18,210.3 18,974.5 18,904 18,844.5
Imports of goods and ServicB...........cco.ocrrerruereveeeeseeseeians 19,344.1 20,691.6 21,584.1 19,731 18,462.6
Real GDP 64,362.4 67,546.1 70,243.0 70,353.9 69,321.4

Source: Based on figures from the Central Bank @ubr National Accounts for the Fourth Quarter @f15.

(1) The exports and imports figures in this cteag adjusted for inflation and reflect the conitibn of exports and imports to GDP. They
differ from the nominal exports and imports in thgalance of Payments” table and stand-alone expanid imports tables in the

“Exports-(FOB)" and “Imports-(CIF)” tables in theffering Circular.
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Economic and Social Policies

During his term, former President Correa soughteform certain aspects of the Ecuadorian economy in
order to comply with constitutional mandates. @iertreforms were undertaken as legislative progosahich
require the National Assembly’'s approval. Otheomnefs were undertaken by the executive branch andatio
require legislative approval. The reforms weresistent with the Correa administration’s objectiteepromote
economic growth, while reducing poverty and ineijyand fostering social progress. Below is afodiescription
of the most relevant major economic and finan@&nmm initiatives since 2008.

The 2008 Constitution

Upon taking office, former President Correa beltevikat significant reforms were necessary to rectif
years of corruption, especially in regards to eaocoand financial matters. To do so, Correa cafied a
referendum to write a new constitution, which wppraved by the electorate and the National Assembhe 2008
Constitution provided the foundation for the ecoimand financial reform initiatives of his admimesion.

One of the most important objectives of the 2008<Titution was to grant control over the CentrahBo
the executive branch. Section 6, Article 303 & #9008 Constitution states that “the drafting onetary, credit,
foreign exchange and financial policies is the esitle power of the executive branch and shall hglémented
through the Central Bank” hence limiting the autoryoand authority of the Central Bank for the pugpad
effective implementation of reforms by the execativanch and its agencies.

Another relevant reform embedded in the 2008 Cutigtn is the creation of a debt and finance corneait
(the "Debt and Finance Committee”), tasked withleaing and approving issuances or incurrence wérggn
debt. The Debt and Finance Committee is compri$eédeoPresident or his delegate, the Minister ofakce or his
delegate, and the National Secretary of Plannimg2evelopment or his delegate. The sub-secretacharge of
public debt, Undersecretary of Public Finance, astthe secretary for the committee. See “Publiat-B&eneral.”
Other important reforms include the establishméningtations on the proceeds of public borrowirfgti{cle 289)
(see “Public Debt—General”), the establishment rafslential term limits (Article 144 of the 2008 i&titution)
(see “The Republic of Ecuador—Form of Governmerttig, requirement of an evaluation structure for puallic
program in conjunction with the National Developmétan (Article 297 of the 2008 Constitution), atite
establishment of the Treasury Account or the adstretion of the general budget (Article 299). Iayi2011,
certain amendments to the 2008 Constitution wepeoapd by popular referendum. The most debatedchdments
included the change to the Judiciary Council tocitsrent make up (see “The Republic of Ecuador—Fofm
Government”), and the prohibition of owners of needompanies to own stock in non-media companies.

On June 26, 2014, the President of the Nationaébty submitted a request to the ConstitutionalrCou
soliciting their opinion as to whether certain psals, including one that would allow for re-elentiof the
President of Ecuador for an indefinite number afmi& were constitutional amendments or constitation
reforms. Constitutional amendments require only #pproval of two-thirds of the National Assemblile
constitutional reforms require both the approvah dfvo-thirds vote in the National Assembly and &arity of the
population eligible to vote in a popular referendu®n November 1, 2014, the Constitutional Coulkeduhat the
proposals were constitutional amendments and threrefid not require a popular referendum. In Ddzem?2015,
the National Assembly approved the proposals, dietyan amendment allowing for the indefinite reetibn of
the president. However, a transitional provisioasvincluded stating that the amendment will noteffective
before May 24, 2017, and thus it did not applydorfer President Correa, whose term finished on R&y2017.
Correa announced that he would not run for a swulesgcterm, and, accordingly, the 2017 Election Yvelsl on
April 2, 2017. President Moreno was elected with15% of the vote The CNE declared President Moreno as
president elect on April 4, 2017. Both the OAS &mdisur monitored the elections and recognizedrétmsparency
of the electoral process and the election resuda. April 13, 2017, CNE approved the recount ofragpnately
11.2% of the total ballots cast in the run-off #l@et due to a claim of alleged inconsistencies REO-SUMA and
Alianza PAIS. On April 18, CNE broadcast a liveaent of the ballots subject to the claim. Interoaal observers,
political delegates of Alianza PAIS and represévgatof social organizations monitored the recoilihe recount
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ratified President Moreno as the winner of the offrelection with 51.16% of the votes. Presidentr&fm assumed
the post of President of Ecuador on May 24, 201fi yorge Glas as Vice President for a four-yean ter

On April 13, 2016, a request soliciting the Comiinal Court’s opinion on the feasibility of a eeéndum
to eliminate such a transitional provision was ateg. The Constitutional Court held that pursuanirticle 441
of the 2008 Constitution, in order for the referemdto take place, certain formal requirements nhgstmet
including a petition signed by at least 8% of titzens registered in the electoral roll. The Ag8, 2016 decision
of the Constitutional Court did not specify a titimeit for the referendum to be held.

Budget Reforms

Enacted in April 2008, theey Orgénica para la Recuperacion del Uso de losuRss Petroleros del
Estado y Racionalizacién Administrativa de los Rsms de EndeudamientLaw for the Recovery of the Use of
Oil Resources of the State and Administrative Retiization of Indebtedness” or “LOREYTF") repladéduador’s
then existing budget and transparency regulatioiise objectives of the law were (i) to enhancetthasparency
and flexibility of the budget process by prioritigi investments and improving the management of Bowent
resources and (ii) to terminate any distributiorbofigeted amounts based on predetermined usesoofrces. To
achieve those objectives, the LOREYTF eliminatezi@nenta Especial de Reactivacion Productiva y Sadighl
Desarrolo Cientifico-Tecnoldgico y de Estabilizatibiscal (“Scientific-Technological and Fiscal Stability Sal
and Productive Reactivation Special Account” or REFPS”). Also, pursuant to Article 299 of the 2008
Constitution, LOREYTF established ti@uenta Unica del Tesore a single Central Bank master account for the
management of Ecuador’s resources. Tuienta Unica del Tesoris comprised of various sub-accounts where
amounts are allocated according to functional psgpo These sub-accounts include a social seacdgunt,
accounts for public companies, a public bankingpant and accounts for municipal and provincial ggaments
(the “Autonomous Decentralized Governments”). Tiwadget and transparency regulations established in
LOREYTF were subsequently codified and supersegeatédPublic Planning and Finance Code.

Bank Supervision

Enacted in December 2008, they de Creacion de la Red de Seguridad Finandi#tenancial Safety Net
Law”) created a regulatory framework for Ecuaddséking sector. The objectives of the law werettengthen
the supervision of the financial sector, creatgaidity fund and a deposit insurance system fer ienefit of the
Ecuadorian banks and financial institutions, anddgtablish clear mechanisms for bank dissolutioRer more
information on this law, see “Monetary System—~FiciahSector.”

Tax Reforms

Enacted in December 2008, they Reformatoria a la Ley de Régimen Tributaricetnb y a la Ley
Reformatoria para la Equidad Tributaria del EcuadffReform Act to the Internal Tax Regime Law anck th
Reform Act for Tax Equity in Ecuador”) reformed theisting tax system by improving the mechanismsvhich
the Government collects tax revenues. The obgstof the law were to reduce tax evasion, imprakectand
progressive taxation, increase the tax base, andrge adequate incentives for investment in ecanagativity.
On December 29, 2014, the National Assembly enaetecbrporate tax reform relating to the taxation of
shareholders of Ecuadorian companies who resithxihavens. The reform increases the corporateataxo 25%
from 22% if an Ecuadorian company’s owners areh@aen residents who own collectively more than 50%he
company. In addition, the tax reform exempts camgsafrom corporate taxes, for a period of ten gefar profits
related to new and productive investments as defime the Codigo Organico de la Produccié@iProduction
Code”). For more information on these laws and rotag reforms, see “Public Sector Finances—Taxatind
Customs,” and “Public Sector Finances-Tax Reforms.”

Mining Law

Enacted in January 2009, tHeey Minera (“Mining Law”) created norms for the exercise ofeth
Government’s rights to manage and control theeggratmining sector. The objective of this law waestablish a
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sustainable and efficient administrative systengdwern the relationship between the Governmentduomdestic,
foreign, public, or private individuals or legaltigies involved in mining activities. Consequentiye Mining Law
contains provisions regarding the attainment, prasi®n, and termination of mining rights and thexfprmance of
mining activities. Specifically, the Mining Laweaites administrative agencies for the regulatiopesision and
scientific investigation of the mining sector, sspecific geographic limits for mining activitiesieates rules for
public bids for concessions, and creates rulesdacession and service contracts. Oil and othérdegarbons are
exempt from this law.

On June 13, 2013, the National Assembly passednandment to the Mining Law, imposing an 8%
ceiling on previously open-ended royalties, stréaimg the permits required for mining, and elimingt windfall
taxes for companies until they have recouped thegstments. For more information on the Miningi_gee “The
Ecuadorian Economy—Strategic Sectors of the EcoreMining.” In June 2014, former President Correa
announced on national radio that the Republic avitend its existing mining laws. In an intervielg Minister of
Coordination of Strategic Sectors has stated timeipal objective of these new laws will be to attrinvestment in
the mining sector. However, drafts of these paéneforms have not been publicly circulated andepublicly
announced, are subject to the modifications byagppuoval of the National Assembly.

Public Corporations Law

Enacted in October 2009, they Organica de Empresas PublicéPublic Corporations Law”) created
economic, administrative, financial and manageneentrol mechanisms for public companies in accocdanith
the 2008 Constitution. The objectives of the lagrevto regulate the formations, mergers, and lajiods of public
companies outside the financial sector and thatabpen Ecuador or abroad. To achieve those abgestthe
Public Corporations Law:

» determines the procedures for the formation of ipudstterprises that are required to manage stategi
sectors of the Ecuadorian economy;

» establishes the means to guarantee that the gealorth by the Government are met by public
companies, in accordance with the guidelines settheySistema Nacional Descentralizado de
Planificacion Participativa(“National Decentralized System of Participativari®ling”);

* regulates the economic, financial, and administeatiutonomy of public companies, in accordance
with the principles and norms of the 2008 Constituand other applicable laws; and

» encourages the integral, sustainable and decemtladievelopment of the Republic by requiring public
companies to take socio-environmental and techigabgipdate variables into account in their cost
and production processes.

Renegotiation of Oil Field Contracts

Enacted in July 2010, the reform to the Hydrocasbbaw replaced the old system of oil revenue profit
sharing contracts with a new contract system whetleb Republic owns oil production in its entirebgnefiting
from all revenue windfalls that result from pricetieases. The objectives of the reform were tdeaby Articles 1,
317, and 408 of the 2008 Constitution, which stias natural resources, such as oil, are parteoh#ttional heritage
of Ecuador and that the Government shall earntprbbm the exploitation of these resources, irma@mount that is
no less than the profits earned by the companyugind them. Under the renegotiated contracts,raotar’s fees
are established in accordance with the level apelstyf works and services to be performed, produiaiosts, and a
reasonable profit margin in relation to the levietisk. Under the old system, the Republic taxetiieen 17% and
27% of the first $15 to $17 in revenue for eachrddasold. Under the new system, the Republic tayet 80% of
the revenue in each barrel sold. For more infomnabn the Hydrocarbons Law, see “Strategic Seavbrthe
Economy—Oil Sector.” A number of oil companies @aued Ecuador in connection with the modificatibtheir
contracts resulting from the reform of the Hydrdwars Law. See “Legal Proceedings—Windfall Profitsx
Litigation.”
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Public Planning and Finance Code

Enacted in October 2010, tl@&digo Orgénico de Planificacion y Finanzas Pubdi¢éPublic Planning
and Finance Code”) created a new financial regulaggstem pursuant to the 2008 Constitution. Tijeatives of
the law, among others, were to develop and coadteinational and regional governmental planningrauae the
rights of citizens through equitable resource allimn 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 FinaradeC

» allows for more flexibility for the Ministry of Fiance to reallocate and reassign expenditures up to
15% of the approved Government budget without tiw@ ppproval of the National Assembly;

» sets an explicit total public debt ceiling of 4096GDP including Central Government, non-financial
public sector and Autonomous Decentralized Govemms@ee “Public Debt—General”);

» allows the Ministry of Finance to issue short-t@reasury notes with a term of less than one yéar (t
“CETES”"), at its discretion, without having to umde the same approval process required for long-
term internal and external sovereign debt;

» allows for the establishment of citizens’ commistéer financial public policy consultations;

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

* establishes the functions and responsibilitiehef@ebt and Finance Committee (See “Public Debt—
General).

Both the Republic and the Autonomous Decentrali@edernments are subject to this law. For more
information on the Public Planning and Finance Csde “Public Sector Finances—Fiscal Policy.”

Production Code
Enacted in December 2010, the Production Code wneestarl to stimulate investment and increase the
production of goods and services. The objectivehig law was to create fair guidelines that wobklance

workers’ rights with economic incentives for inn@st. To achieve that objective, the ProductioneCod

» provides guidelines for th€onsejo Nacional de Salarig&\ational Council on Wages”) to consider
in setting the minimum wage;

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

* creates tax incentives for investors, including®ar&duction on capital gains tax and the elimimatio
of up-front taxes on any new investment.

Law for Market Power Control and Regulation

Enacted in October 2011, they Organica de Regulacion y Control del Poder derdddo (“Law for
Market Power Control and Regulation”) was createdwoid, reform and penalize the abuse of markeepo The
objectives of the law were to prevent, prohibit gmhalize collusive deals and other restrictiveciicas; control
and regulate economic concentration operations; @esglent, prohibit and penalize disloyal practicésereby
seeking market efficiency as well as individual @otlective well-being.
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Environmental Improvement and State Resources @pation Law

In November 2011, the Republic published and maffiecteve the Ley de Fomento Ambiental y
Optimizacion de los Recursos del Est§tiEnvironmental Improvement and State Resourcein@gation Law”) to
strengthen the environmental regulatory framewdrthe country. The law establishes, among others:

e an increase of thempuesto a la Salida de Divisg®Currency Outflow Tax”), from 2% to 5% (for
more information regarding the Currency Outflow Tee “Balance of Payments and Foreign Trade—
Foreign Trade—Trade Policy”);

* ataxincrease on cigarettes and alcoholic beverage

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

» the creation of a vehicle pollution tax.

Law Reforming the Financial Institutions Law ane fRestructuring Financial Taxes Law

Enacted in March 2012, theey Reformatoria a la Ley General de InstituciodekSistema Financiero y a
la Ley de Reordenamiento en Materia Econémica ékred Tributario Financierq“Law Reforming the Financial
Institutions Law and the Restructuring FinanciakdslLaw”) was created to strengthen prior legisiatielated to
mutual savings and housing credit associationse dijective of the law was to incorporate the cphoé social
capital and the framework of economic sustaingbitit mutual savings and housing credit associatiofise law
provides mutual savings and housing credit assongmwith political, economic and property rightspgromote the
social well-being of its members.

Comprehensive Law for the Regulation of Housing Antbmobile Loans

Enacted in June 2012, they Orgénica para la Regulacién de los Créditosgpativienda y Vehiculos
(“Law for the Regulation of Housing and Automobil@dns”) was created to protect debtors in housind) an
automobile loan transactions. The law containsiprans, among others, that establish that cobiarthese loans
may only consist of the asset acquired throughdhe and that the debtor of the loan may not usatguired asset
as collateral in other loan transactions.

Comprehensive Law of Redistribution of Income tmi& Expenditures

Enacted in January 2013, they Organica de Redistribucion de los Ingresos paraGasto Social
(“Comprehensive Law of Redistribution of Income f8pcial Expenditures”) was created to direct ecogomi
resources towards the financing of certain keyadoekpenditures that generate economic activityor fRore
information on this law, which includes tax reformeee “Public Sector Finances—Taxation and Customs.

Law to Strengthen and Optimize the Corporate araliffigees Sector

Enacted by the National Assembly in May 2014, lthg Organica para el Fortalecimiento y Optimizacion
del Sector Societario y BursafiiLaw to Strengthen and Optimize the Corporate 8adurities Sector”) was created
to regulate the establishment and operation ofrgesifirms and stock exchanges. The law cretitedunta de
Regulacién del Mercado de Valoréihe “Committee for Securities Market Regulatioré)new regulatory agency
that is responsible for establishing public polioy Ecuadorian insurance and stock markets andaicemules for
their operation and control. The agency consistgavernmentally appointed members, one of whichhis
delegate for the President. This new regulatorgybieplaces th€onsejo Nacional de Valorgghe “National
Services Commission”) in formulating securitiesigiels. The purpose of creating this new regulabwgy was to
ensure that the regulation of this market was i llands of public servants as opposed to publicpaivdte
individuals, as was the case with the National 8esvCommission.
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Monetary and Financial Law

In September 2014, the National Assembly enactedvtbnetary and Financial Law in order to address
weaknesses of the Republic’s financial system stegifnom the banking crisis in 2000. To achieweadbjectives,
the Monetary and Financial Law creates a new réguyldody, the Committee of Monetary and Finan€lalicy
Regulation, to oversee and regulate the execufiomooetary, foreign exchange, financial, insuramcel securities
policies of the country. The committee is comptisédelegates from Ecuador’s Ministry of Finanites Ministry
of Production and Industrialization, the Nationat&tary of Planning and Development, the Ministrconomic
Policy, and a delegate appointed by the PresidEmé principal function of the committee is to as&z and monitor
the liquidity requirements of Ecuador’s financigst®m, ensuring that liquidity remains above cartavels (to be
determined by the Committee of Monetary and Fir@nBilicy Regulation). The law also creates a 1sd#pa
internal auditor for the Government’s financial ige$, establishes certain norms for the CentraikBand the
Superintendent of Banks regarding their budget,p@se&, and their supervision, and sets forth repprti
requirements to the Committee of Monetary and FiiedrPolicy Regulation. The law also explicitlytaislishes
that certain accounts in the Central Bank, inclgdine accounts used for the deposits of the COSRfEthe
Liquidity Fund, are subject to sovereign immunitylacannot be subject to attachment of any kind.

The law further establishes that all transactionspetary operations and accounts in the Republic of
Ecuador will be expressed in U.S. dollars. Othastiens of the law make reference to an electrgaigment
system to facilitate payments to vendors. Throtiig voluntary electronic payment system, Ecuadariaill be
allowed to make online payments to participatingd@s through a payment system managed by the Goest.
Payments made through the system will be deduatenedited directly from accounts that vendors eatablish
with the Central Bank. Each dollar in the electcopayment system is backed by a physical dollasnat time
deposited or credited to an individual user, anitl & backed by liquid assets in the Central Ba@a August 7,
2014, mobile phone carrier Movistar signed an agesg with the Central Bank to establish accountas®e the
electronic payment system. In December 2014, libetrenic payment system began operating. Accortinthe
Central Bank, as of May 2016, approximately U.S$illion was in circulation in Ecuador in electrorgarrency.
The law further established that further detaitgarding this payment system may be set forth byCt@mittee of
Monetary and Financial Policy Regulation in regoias and laws. The Committee of Monetary and Feran
Policy Regulation issued various laws, including ttaw to Balance Public Finances and the Law ofd&aty,
both of which are described herein, incentivizimgl durther regulating the use of electronic mondéyor more
information regarding the Monetary and FinancialvLaee “Monetary System—Supervision of the Findncia
System.”

On November 24, 2016, the Monetary and FinancifityPand Regulation Board issued Resolution No.
302-2016-F, amending Resolution No. 273-2016-F ryrdasing from 2% to 5% the reserves that financial
institutions with more than U.S.$1.0 billion in ess are required to hold at the Central Bank. Tés®lution is
expected to reduce the liquidity of these finangiatitutions’ Central Bank deposits by approxinhatd.S.$750
million.

Telecommunications Law

Enacted by the National Assembly in February 20t Ley Organica de Telecomunicaciones
(“Telecommunications Law”) was created to improeeess to quality telecommunications services andd@ase
the use of information technology in rural sectorBhe objective of the law was to foster compatitamong
telecommunication providers in order to increagedhality of telecommunication services in the ¢counThe law
applies to all companies that provide or facilitdite transmission of voice, video, data or any otijge of signal
via physical or wireless means. Under the Telecaniocations Law, companies whose market share egceed
certain thresholds must pay a corresponding taxh& Government, which tax increases depending en th
percentage of market share held. For example, aoniap that hold a market share higher than 75% paysthe
government a tax equal to 9% of their total revender the year. In addition, the law provides that
telecommunications companies must provide theuriges in Shuar and Quechua as well as in Spanish.
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Labor, Justice and Home Maker Recognition Law

Enacted in April 2015, theey Organica para la Justicia Laboral y Reconocintie del Trabajo en el
Hogar (the “Labor Justice and Home Maker Recognition ‘Daamends certain laws related to Ecuador’s social
security system. Under the Labor Justice and Hitaker Recognition Law, homemakers previously iribleto
receive social security benefits can now enroll egaive benefits as a result of disability or afge. In addition,
the law eliminates mandatory contributions to tloeiad security system by the Government. Instéhd, law
establishes a Government guarantee to finance dhial ssecurity system only when the contributiomsnf
employers and employees are insufficient to meeteékources required in a particular year.

Law for the Remission of Interest, Penalties anetisarges

On May 5, 2015, thd,ey Organica de Remision de Intereses, Multas yaiges(the “Law for
the Remission of Interest, Penalties and Surchyrgess published and became effective. This lawiges a
rebate of 100% or 50% of the interest, penaltied any other charges applicable to outstanding taweip
obligations, provided such obligations are paidibly 28, 2015 or September 9, 2015, respectivélyis law also
provided new exemptions to the 5% Currency Outfibax including credits granted to Ecuadorian finahci
institutions by qualifying international financiaistitutions or specialized non-financial instituts, intended for
purposes of financing housing, microcredits or padve investments.

Civil Procedure Code

On May 12, 2015, a ne®@dédigo Organico General de Procesftise “Civil Procedure Code”) creating a
new homologation process involving additional cqundcedures for the enforcement of foreign arbdratiwards
in Ecuador, were approved and enacted by the Natidesembly. Under the new Civil Procedure Codeg; an
judgment rendered by a properly constituted adbitibunal would be enforceable against the Rejuhbfter an
homologation process before a Provincial Civil GanfrJustice, without re-examination of the issygsyvided it
complies with the requirements established in thaty between Ecuador and the country in which guggment
has been rendered, or in the absence of such,tvdagy the formalities set forth in Articles 104951and 106 and
other relevant provisions of the General Code otBdure are met.

Law on Incentives for Public-Private Joint Ventuesgsl Foreign Investment

On December 18, 2015, the National Assembly enabieldey Orgénica de Incentivos para Asociaciones
Publico-Privadas y la Inversion ExtranjeréiLaw on Incentives for Public-Private Joint Vergarand Foreign
Investment”) with the purpose of establishing inoars for the development of public projects by lpsprivate
joint ventures. According to the law, joint verdgsithat provide socially desirable and environnisntasponsible
goods to the country in accordance with Article 28%he 2008 Constitution will be entitled to céntéax benefits
such as a ten-year income tax exemption, amongth&his law also provided new exemptions to the 5
Currency Outflow Tax including foreign payment tsantions made by public-private partnerships estedd or
structured for purposes of developing and implemgrublic projects.

Law to Balance Public Finances

On April 29, 2016, the theey Orgéanica para el Equilibrio de las Finanzas R¢ds (the “Law to Balance
Public Finances”) was published and became effectiith the purpose of strengthening dollarizatiord a
correcting abuses in tax benefits and redistrilmstio According to a March 19, 2016 announcementobyer
President Correa, the law would also generateiadditrevenue needed to offset the decline inrodgs. In order
to achieve its goals, the law regulates and disges excessive consumption of cigarettes, alcohelierages and
sweetened beverages through a special consumgtion Additionally, the law promotes the use of &latic
money and credit cards issued by entities thapareof the national financial system by refundi?¥$ and 1% of
payments made with electronic money and credit, g&spectively, directly to consumers. The lavwaseks to
halt currency outflows by discouraging the transiEtarge amounts of cash and encouraging insteadise of
electronic means of payment.
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Law of Solidarity

On May 20, 2016, the thkey Orgénica de Solidaridad y de Corresponsabilidaiddadana para la
Reconstruccion de las Zonas Afectadas por el Teterde 16 de Abril de 201@he “Law of Solidarity”) was
published and became effective in an effort toloeate public funds other than those for health eddcation,
toward reconstruction effort resulting from the Eediles earthquake. The Law of Solidarity inctuthes following
measures:

* increasing the value added tax by 2% (from 12%48)lfor one year from June 1, 2016, of which an
additional 2% may be refunded if payments are madk electronic money (i.e. a 4% VAT
reimbursement applies in payments made with eleictrmoney). It is expected that on May 31, 2017,
such rate will return to 12%;

* a one-time contribution by natural persons equ#l. 886 of an individual’s total assets for indivitkia
whose total assets exceed U.S.$1 million;

* aone-time contribution by corporations equal to@heir 2015 taxable income;

* a one-time contribution of a day's salary for onenth for those earning more than U.S.$1,000 a
month; and

* a one-time contribution of a day's salary for twonths for those earning more than U.S.$2,000 a
month, and similarly until a limit of a one-timertabution of one day's salary for five months for
those earning more than U.S.$5,000 a month.

Law to Eliminate Money Laundering and the Finanaofi@Crimes

On July 21, 2016, theey Organica de Prevencion, Deteccion y Erradicacdel Delito de Lavado de
Activos y del Financiamiento de Delitfthe “Law to Eliminate Money Laundering and thedfining of Crimes”)
was published and became effective. This lawtenitied to prevent, detect, and eliminate moneyderimg and the
financing of crimes by creating a registry of “unal and “unjustified” financial operations andngactions. In
addition to the institutions that are part of tivehcial and insurance systems of Ecuador, therémuires certain
other entities and institutions to report to thaaficial and Economic Analysis Unit, the Governmentity
responsible for compiling information and producnegorts relating to money laundering.

Law on Tax Incentives

On October 12, 2016, thkeey Organica de Incentivos Tributarios para VariBectores Productivos e
Interpretativa del Articulo 547 del Cddigo Organide Organizacion Territorial, Autonomia y Desceligacion
(the “Law on Tax Incentives”) was published anddmee effective. The Law on Tax Incentives is intmhdo
encourage productivity by extending tax incentitceadditional sectors of the economy. The law distadss income
tax deductions for micro, small and medium sizedilesses that provide private health insurancehé&ir t
employees and income tax deductions for public esr@imercial transport operators equal to the valuthe
vehicles owned by such operators.

Law to Regulate Companies that Finance Pre-paidltiegervices and Health Insurance Companies

On October 17, 2016, tHeey Orgéanica que Regula a las Compafiias que FieanServicios de Atencion
Integral de Salud Prepagada y a las de SeguroSGfagen Cobertura de Seguros de Asistencia Médira“Law to
Regulate Companies that Finance Pre-paid Healthiceerand Health Insurance Companies”) was puldigrel
became effective. The law is intended to regutee@th service companies and health insurance cuagpand to
provide clear legal requisites for the establishnaexl operation of those entities.
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Law to Strengthen the Social Security System chtimed Forces and National Police

On October 21, 2016, tHeey de Fortalecimiento a los Regimenes Especia@eSegjuridad Social de las
Fuerzas Armadas y de la Policia Naciofihle “Law to Strengthen the Social Security Systérthe Armed Forces
and National Police”) was published and becamectie The law is intended to make the nationateayn of
social security more sustainable over time by m@ladjustments and improvements to the pensionsublfig
servants from Ecuador’s Armed Forces and Nationht®

Decree 1218

On October 25, 2016, pursuant to Article 147, Gdali3 of the 2008 Constitution, former Presidentr&or
exercised his presidential authority to issue immaeting regulations and signed Decree 1218, whiokdlifes
Article 135 of the Public Planning and Finance Cddecree 1218 changes the methodology that thesivinof
Finance uses to calculate the 40% total public tte@DP ceiling established in Article 124 of thebRc Planning
and Finance Code. This change in methodology éfedgtreduces the amount of internal public delietainto
account for purposes of calculating the 40% toteddlip debt to GDP ceiling. For a further discussadrthe impact
of Decree 1218, see “—Public Debt.”

Law to Eliminate Speculation and Tax Fixing

On December 13, 2016, theey Organica para evitar la Especulacién sobre alov de las tierras y
fijacion de tributog(the “Law to Eliminate Speculation and Tax Fixihglas published and became effective. This
law is intended to create a more equal distributbwealth and resources in Ecuador. This law isegoa tax of
75% on capital gains obtained from the sale of estdte in excess of an amount equal to 24 baiediwages, or
U.S.$9,000 as of the time the minimum wage foryier 2017 went into effect. The Law to Eliminafe&ulation
and Tax Fixing also imposes more stringent propextprd keeping obligations on the Autonomous Géirerd
Governments.

Law to Reform the Organic Law of Public Service aatdor Code

On December 20, 201the Ley Organica Reformatoria a la Ley OrganicaS#gvicio Publico y al Cédigo
de Trabajo(“Law to Reform the Organic Law of Public ServicedaLabor Code”)was published and became
effective. Under this law, a public servant wigages to work for a public institution receives$ famuneration up
until the last day worked on the last month of wawthout receiving payment for the remaining dagsworked on
that month. The aim is not to overcompensate tieosployees partially working during a month as @gabto
those who work the full month.

Organic Code for the Environment

On April 12, 2017 theCdodigo Orgéanico del Ambientghe “Organic Code for the Environment”) was
published. The Organic Code for the Environment Wcome effective on April 12, 2018, and will résge
activities that generate impact and damage tonkEement as well as allocate oversight of thegeities to the
Autoridad Ambiental Naciondthe “National Environmental Authority”), th&istema Unico de Manejo Ambiental
(the “Office for Environmental Management”) and #etonomous Decentralized Governments upon ceatibo.
This code’s general principles include: an emphésissustainable development, clean technolog\grradtive
energies, and additions to production costs afi@dessary measures to prevent, avoid or reduagipglictivities.
This code also provides for studies of environmantpact, environmental management plans as wedbastions
and infractions due to violations of environmemiafms.

Law to Restructure Debt of Public Banks and Cld3adks
On April 18, 2017, théeypara laRestructuracion de Deudas de Banca Publica, Bareaa@a y Gestion

del Sistema Financiero Nacional y Régimen de Val@tee “Law to Restructure Debt of Public Banks &ldsed
Banks”) was published and became effective. Thisi¢aintended to restructure and forgive debt {fbebt”) arising
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from the 1999 financial crisis in Ecuador which ppied the closure of seventeen banks. The Law $strirdure
Debt of Public Banks and Closed Banks forgives [éhtp to U.S.$150,000 that is owed by survivinguges and
surviving cohabiting partners of deceased debtorsall as by debtors who are incapacitated. litiaddtheLaw to
Restructure Debt of Public Banks and Closed Baokgviesexpenses, surcharges, and interest payments afrslebt
of the BNF so long as the debtors make paymeritleiat 5% of the principal owed to BNF.

Organic Law for the National System of Road Infiature for Ground Transportation

On May 5, 2017, théey Orgénica del Sistema Nacional de Infraestrugtural del Transporte Terrestre
(the “Organic Law for the National System of Roadrdstructure for Ground Transportation”) was pstéid and
became effective. The law establishes a regimethferdesign, planning, execution, construction, mheaiance,
regulation and control of infrastructure for grounahsportation and its complementary services. [atveclassifies
roads by type to facilitate the approval of prgeir the construction of road infrastructure, ieegithese projects
to include studies of environmental and social ict@es well as of security of the rgahd allocates responsibility
to the central government and the Autonomous Dealergd Governments to maintain the infrastructfrground
transportation.

Strategic Sectors of the Economy

Ecuador’s principal economic sectors are coordihateder the Ministry of Coordination of Strategic
Sectors. MICSE supervises and coordinates thevitgesi of the Secretary of Water, Ministry of
Telecommunications, Ministry of Electricity and Rsvable Energy, Ministry of Mines and the Ministry o
Hydrocarbons, who in turn are in charge of the wagtecommunications, electricity, and naturabreses (oil and
mining) sectors of the economy, respectively.

The Republic considers these sectors as the mpstriamt aspects of its economy. Consequently,ipubl
investment in these segments has grown at a rapéd rThe Government of the Republic considerswater,
telecommunications, natural resources, and elé@gtsectors to be the most important sectors ofet@omy. In
2014, the Government invested U.S.$7,017 milliorthiese strategic sectors, compared to U.S.$6,58®min
2013. In 2015, investment in Ecuador’s principarexmic sectors decreased by 18% to U.S.$5,736omilliThis
decrease was due to the Government’s decision dee@se investment in the oil sector in 2015 assaltref
expected lower revenues from oil sales. Investnrettte oil and mining sector decreased from U.838 million
in 2015 to U.S.$2,533 million in 2016. In 2016, tBevernment invested U.S.$4,386 million in thetsgi sectors,
compared to U.S.$5,736 million in 2015. In 201& tovernment invested in water, telecommunicatioagjral
resources and electricity, including investmentslenBcuador Estratégico, and other areas of invessirecluding
those made by Environment Ministry and the PubliteEprise Administrator of the Special Economic Elepment
Zone Eloy Alfaro ZEDE.

The total aggregate investment amount in the gfi@tectors from 2012 to 2016 was U.S.$28,024 onilli

For more information regarding the 2016 budget s#eaee “Public Sector Finances - 2015, 2016 and 201
Budgets.”
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The following chart sets forth accumulated investime strategic sectors since 2012:

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

2012 2013 2014 2015 2016"
WALET ...ttt et e e 69 201 363 485 234
Telecommunications ..........cccccvveevvesccmmmmeeeeevee e 371 433 298 322 217
Natural Resources (oil and mining)... 2,544 3,915 4,339 3,014 2,533
ElECtriCitY ..oooveeiieieeecee et . 1,148 1,730 1,777 1,801 1,348
Ecuador EStratégiCo .........coceeuiiiiiieeeecee e 109 191 175 57 28
Other iNVestment)...........cc.ccueveveivemme e, 107 67 66.12 56.31 26
Total INVESIMENL ...ccveeeviieeeccee e 4,349 6,536 7,017 5,736 4,386

Source: MICSE Information available as of Decen@t6.
(1) Includes preliminary information. Public companies/e yet to adjust their budgets.
(2) Includes investments made by the Environment Mipishd the Public Enterprise Administrator of the S@e€conomic
Development Zone Eloy Alfaro (ZEDE).

Ecuador Estratégico

Ecuador Estratégice main functions are to evaluate project proposalbmitted by municipalities,
administer and distribute funds towards approvegjepts, and supervise the completion and progrésach
project. According td&Ecuador Estratégicothe Mirador is the first mining project on a largcale. The Fruta del
Norte project is a gold and silver mineral depwegith expected benefits considering the currentesriof those
metals. Financing for infrastructure projects lieeen procured through a selection process whempeting
financing offers are compared to determine theroffigh the most favorable terms. The process, uaken by
Ministries under the supervision &fcuador Estratégicoin consultation with the Ministry of Finance, iggs a
percentage value to different aspects of an offec€, experience of the financing entity in thpetyof project, and
overall experience, among others). Projects withh Hevels of financing emphasize the price offelsdthe
financing entity and assign a large percentageevadiprice. Then, competing offers are grantedtgailepending
on their qualifications. The financing entity withe most points is then chosen to finance theeptojFinancing
has also been procured through joint venture coistrand direct investment through a grant of a ession and
service contracts.

On February 13, 2015, former President Correa digiexree 578 (“Decree 578"), which creates the
Ministerio de Minag"Ministry of Mines”) and renames the Ministry ofdN-Renewable Resources as Khiaisterio
de Hidrocarburos(“Ministry of Hydrocarbons”). Decree 578 was signeith the purpose of establishing one
ministry to supervise and regulate geological, maheand metallurgical activities in the countryhish were
formerly undertaken by the Ministry of Natural Resmes and the Vice-Ministry of Mines. The Ministof
Hydrocarbons will continue to supervise and regulait related activities in Ecuador in the sameacity as the
Ministry of Non-Renewable Resources.

Oil Sector

Ecuador’s oil reserves are managed directly bysiained oil companies Petroecuador and Petroamsizona
and through service contracts with other Ecuadodad foreign companies. Oil exploitation operaticare
conducted under the supervision and regulatiomefMinistry of Hydrocarbons acting through the Hyahrbons
Regulation and Control Agency and the HydrocarbBasretariat of Ecuador. The Hydrocarbons Secagtafi
Ecuador also provides technical, economic and leggport in service contract origination and pulilidding
processes. In November 2012, former President €aigned decree 1351-A (the “Consolidation Decreshich
consolidated the operations of Petroecuador andodtetzonas allocating exploration and exploitatmn
hydrocarbon resources to Petroamazonas and traasmor refining and commercialization activities t
Petroecuador.

While revenues from oil exports (including oil dexiives) decreased from 2012 to 2016, non-petroleum
sources of revenue in the non-financial public@ertcreased during that time period. As a resh#,percentage
of oil revenues with respect to GDP has declinecklation to the percentage of GDP of non-petroleauenues
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during the time period. According to data from entral Bank of Ecuador, Ecuador’s crude oil expoetached
U.S.$13,016 million in 2014, a 3.0% decrease froi8.$113,412 million in 2013. Additionally, crudd eikports in
2015 reached U.S.$6,355 million, a 51.2% decreame £).S5.$13,016 million in 2014. In 2016, crudéeiports
reached U.S.$5,054 million, a 20.4% decrease frod1$6,355 million in 2015. This decrease was dwedecrease
in the average price of petroleum per barrel frorS.$45 in 2015 to U.S.$34 in 2016. The Esmeraldfinary
underwent a period of preventative maintenancentip the end of 2015. In 2016, the fully-operatibBzmeraldas
refinery processed larger quantities of refinedqbetim, temporarily reducing the average price etfgdeum per
barrel up to the third quarter of 2016, when theeepof petroleum began to increase once more. firast,
revenues from non-petroleum sources increasedtm2@il4 and 2015, reaching U.S.$ 23,939 millio20i4 and
U.S.$25,942 million in 2015. Both increases weue tb increased tax revenues for both years. 1162@venues
from non-petroleum sources reached U.S.$24,294omjlvhich is a decrease from the U.S.$25,942 onilln 2015.
This decrease was due to certain factors includirgguced collection in taxes mainly in specifingamption taxes
and value added tax which decreased by 26% andé&3péctively from 2015.

In 2016, Central Government oil revenues represei8% of GDP and 10.8% of Central Government
revenues and non-petroleum revenues represent@®h 16.GDP and 89.2% of Central Government revenkes.
more information on Central Government revenues, “Beiblic Sector Finances “Central Government Reesn
and Expenditures.” In the same year, oil reverfoethe non-financial public sector representedod& GDP and
17.8% of non-financial public sector revenues aoa-petroleum revenues represented 24.8% of GDRB@rids of
non-financial sector revenues. In 2016, Central dBawent oil revenues reached U.S.$2,003 millioniclvlis a
decrease from the U.S.$2,264 million in 2015. Ttésrease was due to a decrease in the average gfric
petroleum per barrel from U.S.$45 in 2015 to U.8.$82016. The Esmeraldas refinery underwent aogeof
preventative maintenance up until the end of 20152016, the fully-operational Esmeraldas refinggocessed
larger quantities of refined petroleum, temporardgucing the average price of petroleum per baeb the third
quarter of 2016, when the price of petroleum begancrease once more. For more information onrregs of the
non-financial public sector, see “Public Sectorafices—Non-Financial Public Sector Revenues andrigijpees.”

In January 2015, in response to the decline opwdes in the last quarter of 2014, Ecuador redutsed
2015 budget by U.S.$1.4 hillion, resulting in a nfied budget of U.S.$34.9 billion for 2015. In Aust 2015, in
response to the continuing decline of oil pricesudtior further reduced its 2015 budget by U.S.$&@00on,
resulting in a modified budget of U.S.$34.1 billiom November 2015, the National Assembly approxdaidget
of U.S.$29.8 hillion for 2016, a decrease of 17 &8compared to the original budget for 2015. TE6Zbudget
assumed an average crude oil price of U.S.$35 greelbwhich represents a 56% decrease from thebtBSY per
barrel assumption of the original 2015 budget. @bteial average crude oil price per barrel at trle @016 was
U.S.$34.96, which represents a 16.52% decreasetfrermctual U.S.$41.88 average crude oil pricebparel at the
end of 2015. For information regarding adjustmentshe 2016 Budget see “Public Sector Finances-5201d
2016 Budgets.”

Petroecuador and Petroamazonas are state-ownedac@si@nd are legal entities with their own assets
and budgetary, financial, economic and administeaiutonomy. The Hydrocarbons Secretariat of Equéda
Governmental institution under the management @& Bhinistry of Hydrocarbons, with its own assets and
administrative, technical, economic, financial amsperational autonomy. It conducts the managemémon-
renewable hydrocarbon resources and is taskedewghbuting activities such as the administrationibfields and
the execution and modification of oil field contisic

Exploitation
Under the 2008 Constitution, all subsurface natugsburces are property of the state, and in tee ok
petroleum, following the Consolidation Decree;digloitation is undertaken directly by Petroamazoide 2008

Constitution, however, permits the Government totrext with the private sector for the developmehthese
natural resources.
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The 2008 Constitution, the Hydrocarbons Law, thesdtidation Decree, decree 315 (“Decree 315”) and
decree 314 (“Decree 314”") set out the followingrefs which clearly define the public sector oiliges’ functions
as follows:

» the Ministry of Hydrocarbons implements the hydrbca policies defined by the Republic’s
president;

» the Hydrocarbons Secretariat of Ecuador conduatspiiblic tender process for specific service
contracts to develop oil fields, and executes aimi@isters such contracts;

» the Hydrocarbons Control and Regulation Agencyrmdstand oversees hydrocarbon activity in all its
phases;

« Petroecuador is involved in the refining, and indabzation of hydrocarbon activities, as welltasir
internal and external marketing; and

* Petroamazonas is involved in the exploration awdyction of hydrocarbons.

Under the new framework established by the Natiddevelopment Plan and the 2008 Constitution,
Ecuador allows foreign investment in its hydrocarbcesources, which, under the 2008 Constitution and
Hydrocarbons Law are exclusively owned by the stétteNovember 2010, the Government completedatgract
renegotiations with foreign oil companies under Hrocarbons Law, which, as mentioned above, cepla
production-sharing agreements for private companittsa fixed per-barrel fee for their exploratiand production
activities.

Production
Petroleum Production
(in thousands of barrels per year, except whered)ot
January -
For the year ended December 31, March,

2012 2013 2014 2015 2016 2017
Petroleum™ ........cc.ooviveiei e, 504 526 557 543 548 534
Public Companie$?®.... 133,656 144,921 157,976 154,308 158,118 38,139
Other Operators........ccoveeveeeenie s 50,667 47,198 45,166 43,922 42,593 9,922
Total 184,323 192,119 203,142 198,230 200,711 48,061
Natural Gas Production®............c..c....... 15,249 18,052 20,292 17,429 18,495 4,315

Source: Petroleum data is based on figures fromQ@etral Bank April 2017 Monthly Bulletin (Tablel4l).

(1) Petroleum information is displayed in thousaafibpd.

(2) Petroecuador and Petroamazonas until 2012r Aétnuary 1, 2013, only Petroamazonas is invalv@étroleum production.
(3) Public company numbers include the productibRio Napo.

(4) Natural Gas Production information is displdye millions of cubic feet.

According to the Central Bank’s Monthly Bulletinrfépril 2017, oil field crude production, includirtbat
of private and state-owned companies, reached 20ili@n barrels for the year 2016, averaging 588,0pd. This
represents a 1.2% increase from the 198,230 mitlaorels produced for the year 2015, or an avepagguction of
543,000 bpd. This increase was principally duth®ocommencement of operations at new oilfieldshsas ITT.
In the year 2016, state-owned companies were rsggenfor 78.8% of production, compared to 77.8% of
production for the year 2015.

The vast majority (95%) of Ecuador’s oil blocks &weated onshore. The most productive oil blocles ar
located in the northeastern part of the countryh Bhushufindi and Auca as two of the oldest andtrpooductive
fields. Crude oil production has increased in tst ten years with the opening of the Oleoduct@uelos Pesados
(the "OCP”) pipeline (see “Transportation” belowjhich removed a chokepoint on heavy crude oil fpartation
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in the country. Production in existing fields Hegeled off in recent years as the result of theimah decline in the
productivity of existing blocks, particularly oldetocks such as Shushufindi, which has been inabjoer for over
forty years. In January of 2012, in order to bgosiduction, Petroecuador signed incremental pritmlucontracts
with two oil company consortiums. The Shushufi®&dh. consortium, composed of oil field services pames
Schlumberger and KKR from the United States andeAtiga’s Tecpetrol, was awarded the contract fa th
Shushufindi field. The Pardaliservices S.A. cotisor, which comprises of Tecpetrol, Canada’s Cah&oergy,
Schlumberger and Ecuador’s Sertecpet, will worktlom Libertador-Atacapi field. These companies willest
more than $380 million to extract more than 14ianillbarrels of oil over the course of 15 years.

Despite the decrease in production in 2015, theuBlep expects production to increase significantly
through the development and inauguration of newddie In 2010, Petroamazonas began production én th
Pafiacocha field in the Ecuadorian Amazon. On Noezr8, 2012, former President Correa officiallyrelved the
11th round of tenders for oil exploration of thateoil blocks in southeast Ecuador. Ecuador earedathree
additional fields for Petroamazonas, which will eninto exploration agreements with foreign statexed oil
companies. The first agreement was a joint-verdgreement signed in September 2014 with Chilget8l S.A.
and Belarus’ Belorusneft. Under the agreementet8pS.A. and Belorusneft plan to invest U.S.$4Gi0ion to
explore and develop a 490,000-acre concessionaokB28 in southeastern Ecuador. Petroamazonasowill a
51% stake in the project, while Sipetrol S.A. areldBusneft will own 42% and 7%, respectively. Toempanies
plan to conduct exploration beginning in January=2fr a three-year period and anticipate producih§rom the
block for over 15 years. As of the date of thise@hg Circular, Ecuador continues to evaluate gheposals of
possible foreign state-owned oil companies forreijaint venture contracts.

In August 2013, former President Correa signed erege authorizing the exploitation of oil from
exploratory Blocks 31 and 43, which include the Ififid in Yasuni National Park. Petroamazonasredts that
exploratory block 43 has proven crude oil resenfespproximately 90.1 million barrels and provemphable and
possible crude oil reserves of approximately 63&ilBon barrels. This decree reversed a moratorinpmosed since
2007 on the extraction of oil from ITT, which wasated to protect biodiversity and avoid dislocatid isolated
indigenous cultures with support from internatiodahors to partially offset the opportunity costsiot developing
the ITT fields. However, considering the low levelssupport from international donors as well as gotential
gains from the extraction of oil for this initiaiyformer President Correa issued the decree altpadevelopment
of the ITT fields. Following the issuance of thecd® in August 2013, environmental and indigenowosigs have
announced their opposition to the removal of theratwsium and the Presidential decree authorizing th
development of the ITT fields; however, the NatioAasembly has approved the use of the ITT fieldd, as of
May 2014, the Environment Ministry has issued p&srailowing Petroamazonas to develop the fieldsuaBor
expects that the output from the ITT fields willfs#t the decline from existing oil fields and inese overall
production. On September 7, 2016, Petroamazasgamnbextracting oil from the ITT fields. This bloiskexpected
to reach full production capacity in six years déwel of approximately 300,000 bpd. As of theediagreof, only
platform Tiputini C is in operation, with 19 dritlewells, and is producing over 30,000 bpd. Overdémestic
companies provide services, supplies and workettsetexploratory block.

In December 2015, Schlumberger, a French oilfieidrises company, entered into an oilfield servicing
contract with Petroamazonas. The 20-year agreeroemmits Schlumberger to invest U.S.$4.9 billion in
production-enhancing measures at Block 61, locatedthe Ecuadorian Amazon. The primary part of
Schlumberger’s investment will be spent on imprgvimpstream production. However, the company has al
agreed to assume the block’s operational costschvhill require an additional investment of U.S&illion
during the term of the contract.

Exports

Crude oil exports as measured in U.S. dollars 8ieatreased from 2011 to 2013. Ecuador’s cruie o
exports in 2015 reached U.S.$6,355 million, a 51d&rease from U.S.$13,016 million in 2014. Therease was
due to the decrease in the price of oil beginninipie 2014 and continuing through 2015 and 2010116, crude
oil exports reached U.S.$5,054 million, a 20.5%rease from U.S.$6,355 million in 2015. This deceeaas due
to a decrease in the average price of petroleurbareel from U.S.$45 in 2015 to U.S.$34 in 2016e Hsmeraldas
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refinery underwent a period of preventative maiatere up until the end of 2015. In 2016, the fulbp@tional
Esmeraldas refinery, processed larger quantitiesefofed petroleum, temporarily reducing the averggice of
petroleum per barrel up to the third quarter of@Qghen the price of petroleum began to increase amore.

In 2015, 95.4% of the value of oil exports was erwil and 4.6% was oil derivatives. In 2016, 92.6Po
the value of oil exports was crude oil and 7.49% wih derivatives. In 2015, 62.5% of oil exportere exported to
the United States, followed by Chile, Peru, Panaand,Japan with 13.2%, 10.1%, 6.1%, and 2.4%, céspl. In
2016, 51.8% of oil exports were exported to thetéhiStates, followed by Chile, Peru, Panama and&Chith
16.2%, 12.3%, 11.4%, and 4.3%, respectively.

Petrochina, a wholly-owned subsidiary of China bial Petroleum Corporation (“CNPC”), has made
prepayments to Petroecuador in connection withecidsupply agreements, including an agreementigtiray for
prepayments of U.S.$2 billion executed in August20and Unipec Asia Co., Ltd (“Unipec”), a whollywned
subsidiary of China Petrochemical Corporation, &s® made prepayments to Petroecuador in conneaiitbn
crude oil supply agreements, including an agreementiding for prepayments of U.S.$2.4 billion, exted in
May 2014.

In June 2015, PTT Public Company Limited, a Thaitesbwned oil and gas company, executed an
agreement providing for prepayments of U.S.$2.Bohilto Petroecuador in connection with a crude soipply
agreement.

On December 1, 2016, Petroecuador signed a crlidaleiand purchase contract with PTT International
pursuant to which Petroecuador will receive iniiegpayments of $600 million shortly after signfog crude oil to
be delivered during the five-year term of the cactr On December 6, 2016, Petroecuador signed aifigle and
purchase contract with OTI, pursuant to which Retwador will receive an initial prepayment of U@ million
shortly after signing for fuel oil to be deliveragl OTI during the 30-month term of the contractcomnection with
each contract, the Republic has agreed to refuntigqurchasers any amounts of the prepaymentseiaicd
surcharges for advance payment which are not oibersatisfied through the delivery of crude oilfoel oll,
respectively, or refunded by Petroecuador in a@mued with the contracts.

Transportation

Ecuador has two major oil pipelines. Most of Eau&lcrude oil production is transported througk th
Trans-Ecuadorian Pipeline System (the “SOTE"), WHinks 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@#Dbpd. In 2013, the SOTE transported 131.9 enilbarrels,
averaging 361,568 bpd, an increase of 2.3% comgar2dl12. In 2014, the SOTE transported 132.5anilbarrels,
averaging 363,097 bpd, an increase of 0.4% compar2@dl3. In 2015, the SOTE transported 133.7 onilbarrels,
averaging 366,215 bpd, an increase of 0.9% compar2dl4.

On May 31, 2013, a rain-caused landslide ripped tanche of the SOTE near the Reventador voloano
the north-east region of Ecuador, near Peru andilBri is estimated that approximately 11,500rbbs of oil were
lost. Much of the oil spilled affected the watefghe Quijos, Coca and Napo rivers, and it isnested that the oil
may have reached the Amazon river and other teggt@r waters in Peru and Brazil. The Republia ithe 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 pendind@atened
lawsuit or claim arising from this incident.

In June 2001, Ecuador awarded the constructionopedation contract for its second pipeline, thePOC
heavy crude oil pipeline, to Oleoducto de CrudosaBes Ecuador S.A., a consortium of domestic areigio oil
companies. The OCP pipeline was constructed asteo€dJ.S.$1.4 billion, all of which was paid byetbonsortium.
Construction was completed in September 2003, getations began the same month. The contract r th
operation of the OCP has a duration of twenty yaasends in 2023. At the end of the contract Q¥ pipeline
will become national property. The Ministry of Eggrand Mines and Petroleum (how the Ministry of
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Hydrocarbons) oversaw the construction of the OpRlipne, and now oversees its operation. The OPFlipe is
made up of two sections, the largest of which wesighed to transport a maximum of 517,300 bpd aasleh
sustainable transportation rate of 450,000 bpdude oil of 18 to 24 American Petroleum Institute degrees. In
2014, the OCP pipeline transported 59.1 milliorrdlar averaging 161,929 bpd, an increase of 10 @¥pared to
2013. In 2015, the OCP pipeline transported 62iliom barrels, averaging 170,025 bpd, an increals®.0%
compared to 2014. In 2016, the OCP pipeline trateg®1.2 million barrels, averaging 167,171.29,lapdecrease
of 1.40 % compared to 2015.

Refining

Following the Consolidation Decree, Petroecuaddhésonly company that conducts refining activiiies
Ecuador. Petroecuador owns three refineries iraému(Esmeraldas, La Libertad and Amazonas) wititgssing
capabilities of 110,000, 45,000 and 20,000 bpgeesvely. Petroecuador also owns one associategrgaessing
plant (Shushufindi), which has a processing capait37.8 million barrels of liquefied petroleunag(“LPG”)
and average production of 1,747.6 bpd.

In 2016, the three main refineries produced 77lliamibarrels of oil derivatives including gasoljrdiesel,
fuel oil, jet fuel and liquefied petroleum, whickpresented an increase of 16.5% compared to ti2engilion
barrels of oil derivatives produced in 2015. Tihizrease was caused primarily by the repowering®Esmeraldas
refinery at the end of the preventative maintengreceod which upgraded its capacity and improvegibcesses.

During 2016, the domestic consumption of oil derxes was 87.6 million barrels, which represents a
decrease of 5.5% compared to the 92.7 million lame2015. It is important to note that Ecuadoniafineries do
not produce sufficient oil derivatives to meet intd demand. Ecuadorian refineries meet approxim®@% to
65% of the national demand. Accordingly, Ecuadoa iset importer of oil derivatives, even thoughsita net
exporter of crude oil.

In February 2013, Petroecuador announced that shreefaldas refinery would be undergoing a project of
preventative maintenance, which resulted in redummetations until year-end 2015, when all mainterawas
completed. Reduced production by the Esmeraldasergfduring the preventative maintenance projecuired
Ecuador to import additional oil derivatives to meemestic demand. Upon completion, improvemeatthe
refinery included, among other things, the expansibthe Fluid Catalytic Fractionation Unit (theCE”), and
replacement of the FCC'’s reactor and regenerathwhcreased processing capacity and improvedjtiadity of
finished products. Ecuador estimates that thegmtative maintenance project at Esmeraldas wihakEcuador to
reduce imports of gasoline by 17%, diesel by 1584, lmjuefied petroleum gas by 10%, resulting inairsavings
of approximately U.S.$305 million in fuel importste for the country. The cost of the project, carted with
several international companies including SK Engjiimgy, was approximately U.S.$1.2 billion.

Operations at the Esmeraldas refinery were temiboraalted to allow for technical inspections ofeth
facility following the earthquake on April 16, 20b&it resumed on April 18, 2016 and returned to dpkerating
rates as of April 23, 2016 and intermittently halter inspections following aftershocks. After tead of the
project of preventative maintenance at Esmeralddis is refining capabilities and production of dirivatives
increased. Esmeraldas’ refining capabilities inseeafrom 59,990 average bpd in 2015 to 105,67 7ageebpd in
2016. Esmeraldas’ production of oil derivativesréased from 74,817 average bpd in 2015 to 15G0&iage bpd
in 2016. For 2017, an oil derivatives productior46{731,396 barrels is estimated. As of the dathiefOffering
Circular, the Esmeraldas refinery is operatingsatiaximum capacity.

As of the current date, there is no private seggtoticipation in the production of oil derivativeklowever,
on July 15, 2008, Petroecuador and PDVSA Ecuadondd a new entity called RDP in which Petroecuador
currently the majority shareholder (51%) and PDVEguador is the minority shareholder (49%). RDPI wil
develop a refinery project with the same name tduié in the municipality of Manta, Manabi Provacwith a
total nameplate capacity of 300,000 bpd. It iseexpd that RDP will produce gasoline, diesel, kemes
polypropylene, benzene, mixed xylene and LPG. [&hd rights and environmental licenses necessadgvelop
RDP have already been obtained, and a preliminetgildd feasibility study of the project is compleThe total
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estimated investment for RDP is approximately ULS.Billion. Negotiations are ongoing to provideancing for
the project, although no decisions have been made whether the project will be financed by debeguity or a
combination of both. In the event RDP is able itam financing through debt for this project, stnot clear
whether it would be able to do so while remainirithin the 40% public debt to GDP limit as furthersdribed in
“Public Sector Finances — Fiscal Policy.” For aatetion of the risks of the limitation on furthiborrowing for
projects like RDP, seeRisk Factors—Risk Factors relating to EcuadefThe Republic may incur additional debt
beyond what investors may have anticipated of @salt of a change in methodology in calculating public debt
to GDP ratio for the purpose of complying with a%Qimit under Ecuadorian law, which could matenall
adversely affect the interests of Noteholder€onstruction has commenced and the project lieduled to be
completed by year-end 2021.

Domestic Fuel Distribution

In 1993, the Government implemented a free markebmestic fuel distribution, which has led to pida
modernization of distribution facilities. The prie¢ which gasoline is sold to domestic distributisréixed by an
executive decree of the President in accordande thvt Hydrocarbons Law, and set according to vessakuch as
domestic demand and the impact of the price onigpudilances. Until 1998, the Government had fixeé t
maximum profit level for distributors at 18%. In 99 the fixed margin was eliminated. In early 20
Government reinstated a 15% fixed margin for reggksoline and diesel fuels (distributors remaified to set
any margin for premium gasoline). Since 2003, tkedf margin has been determined in cents per gdioB005,
the margin increased to U.S.$0.71 per gallon ofilegggasoline and to U.S.$0.137 per gallon of dieShese
margins were set by Presidential decree 338 (“[2e888"), which was issued in August 2005, and &seguently
modified. Any future change to the profit margioudd require a new Presidential decree.

Decree 338 also regulates the sales price of cosrsyr@troleum derivatives, and sets the price for
consumers for gasoline and diesel products. The i gasoline (net of value-added taxes) soldotssemers is
fixed at U.S.$1.689 per gallon for gasoline and.&.$0.8042 per gallon for diesel.

Several private multinational petroleum companiesluding ExxonMobil and PDVSA Ecuador, have
established service stations in Ecuador. As of et 31, 2016, Petroecuador maintains a netwodOdfervice
stations of its own and 203 affiliate stations.

Natural and Liquefied Petroleum Gas

An important part of Petroecuador's commercial tetfg includes the distribution of natural gas to
southern Ecuador in order to reduce the consumplidtPG, the replacement of gasoline use with LBGtéxis
and the creation of a network of service stationsrder to compete in quality, service and pricthvgrivate oil
companies. Ecuador has approximately 10.9 biliobic meters of natural gas reserves, which it espeill be
sufficient to meet internal demand for the nexy2ars.

The natural gas platform at the Amistad field ie tlay of Guayaquil was previously operated by ti& U
Company Energy Development Corp. Ecuador Ltd. aed managed by Petroecuador. It is currentlyaipdrby
Petroamazonas. In 2016, 2015 and 2014 Petroamapooduced approximately 50.9 msfd, 48.1 msfd aém@ 5
msfd of natural gas, respectively, at the Amistafdif

In August 2013, Petroecuador began tests at theeMerde LPG terminal. The terminal is a new fagili
built as part of a combined LPG storage, transgodt distribution project in the Guayas and Sanga& provinces.
Ecuador has invested U.S.$550 million in the coradiproject, which also includes the Monteverde-Ebi@llo
pipeline. This new terminal replaced the floating LPG storagés and related maritime transport to Tres Bocas
terminal, thereby generating expected annual savfn).S.$40 million and easing congestion in tbeeas canal to
the Port of Guayaquil. The new facilities, whigtthme operational in 2014, have a capacity to 3i®/&0 tons of
LPG and have storage tanks for diesel and petroleum
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In February 2014, Petroecuador signed a long-teopgme and butane requirement contract with Petrede
Limited, a liquefied petroleum shipping company.nddr the agreement, Petroecuador will buy up tG@EDO
metric tons (plus or minus 20% at the option ofré&tuador) to be made in monthly deliveries of @Q,5etric
tons per month. Petroecuador may also requesigdo an additional 30,000 metric tons per monithe first
monthly delivery of butane and propane occurrellanch 2014 for 72,500 metric tons. According torBetuador,
the contract is valued at approximately U.S.$2duill

Mining

The mining sector represents an important sourc@obéntial resources for the development of the
Republic. According to information from MICSE afsApril 2017, Ecuador has potential copper resemadged at
approximately U.S.$127 billion, potential gold nesss valued at U.S.$48.9 billion, molybdenum ressmvalued at
U.S.$5.7 billion, and silver reserves valued at.$8< billion. In total, the nation has estimatederves valued at
U.S.$185 billion.

The Mining Law establishes norms for the exercisthe Government'’s rights to manage and control the
mining sector, in accordance with the principleswdtainability, precaution, prevention and efficig It provides
that it is the Government’s responsibility to owssall aspects of the mining process, such as mtjao,
development, industrialization and marketing anthanizes the Republic to invest directly or throygimt ventures
with domestic or foreign private sector entitiés.addition, it authorizes the Republic to botherand grant licenses
and concessions to wholly owned private entitiesdoduct all phases of development. However, tBpuBlic
cannot grant ownership rights in the soil and sililvsmeralogical wealth to entities that are nohtolled by state
entities.

The mining sector represents a small portion of GDB5% in 2016, 0.35% in 2015, 0.33% 2014, 0.32%
in 2013 and 0.33% in 2012. In 2013, most productiom mining was generated by domestic artisanjeneler
businesses. However, Ecuador expects mining exportontinue to increase as a result of an expardi the
Republic’s mining projects in 2014 and 2015. Cuilsg there are five projects in advanced stagesooipletion —
two copper mines and three gold mines. Projecadidir is the largest copper project in Ecuador. ddpper mine
in the Zamora Chinchipe province is expected tarb@goduction in 2018. Project Mirador is financiedpart
through a concession to Ecuacorriente S.A., a-j@nture owned by the Chinese companies China Bgilw
Construction Corporation (“CRCC”) and Tongling Nembus Metals Group. Ecuacorriente S.A. is plagran
investment of approximately U.S.$1,400 million. Térpected life cycle of the mine is 27 years frdra start of
production. The Government estimates that the grejyél produce 30,000 tonnes of copper per dayrduthe first
three years, increasing afterwards to 60,000 towhe®pper per day. The Republic expects that togegt will
generate approximately U.S.$3.74 billion in reveforethe Republic. The Fruta del Norte Projectated in the
Zamora Chinchipe Province, is a gold and silverd@posit owned by the Lundin Gold group, whichxpeeted to
start operations in 2018. An expected U.S.$1dnilinvestment will be made over a 13-year peridte gold and
silver ore deposit in the Zamora Chinchipe Proviiscexpected to begin construction in the secoritidi€2017.
Benefits to the Republic considering current mptades amount to U.S.$900 million. The Rio Blampeoject is a
gold and silver mining project located in the Azudsovince which began construction in August 2006 &
expected to being operations in the second h&?0af7. An expected U.S.$88,825,115 million investmeill be
made over an 11-year period. Benefits to the Répabhsidering current metal prices amount to (284$million.
The Loma Larga and San Carlos Panantza projests,iraladvanced stages of completion, are expeoteeceive
an investment of approximately U.S.$3,700 milli@ther projects, mostly in the south of the counase in
different stages of negotiation and completion.

Electricity and Water

As of 2006, hydroelectric plants supplied approxeha53% of the power in Ecuador. As of 2015,
hydroelectric plants supplied 58% of the power au&dor. By year-end 2016, hydroelectric plantsegsied 66%
of the power in Ecuador. By 2017, hydroelectrimpaare expected to generate 90% of the power uadtr. The
increase in power supplied by hydroelectric pléntiue to the development of a matrix of hydroglegilants built
throughout Ecuador. Ecuador’s objective in devielgghis matrix is to reduce its consumption of thitough oil
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based generators, thereby decreasing oil impodsekectric energy imports and improving energy peielence.
Ecuador also plans to replace household oil-basesuenption (for cooking and heating as further dbsd below)
with electricity-based consumption through the logtiectric power grid, thereby eliminating the nded a gas
subsidy.

The Santiago hydroelectric project is located a Morona Santiago province and has a 3,600 MW
capacity expected to generate approximately anageeof 15.060 GWh per year. The required investrfanthe
Santiago hydroelectric project is U.S. $ 2.590iomll The Cardenillo hydroelectric project is lochtg the Azuay
province, and has a 596 MW capacity expected tergéa approximately an average of 3.356 GWh per. Jéee
required investment for the Cardenillo hydroelecproject is U.S.$ 1.050 million. The 1,500 MW @oCodo
Sinclair plant was inaugurated on November 18, 2016s expected to generate an average of 8.78 @& year
and supply approximately 30% of the country’s eleity needs. In November 2016, all eight turbiireshe plant
became operational, each generating 187.5 MW donthbof 1,500 MW of power, or 30% of Ecuador’satteity
needs.

The plant is set to reduce 3.5 million tons of carlemissions per year and replace oil energy copsam
for domestic purposes such as cooking and watetingea The plant will join the existing infrastruce of
hydroelectric plants that include the 21 MW Mazknpin the Azuay province, the 1,075 MW Paute-Molplant
near Cuenca, the 270 MW Minas San Francisco pllaats0 MW Quijos plant, and the 487 MW Sopladord an
Cardenillo plants planned along the Paute Riveranyof these hydroelectric projects are financewudh
agreements with bilateral lenders, including then&@hExim Bank, which has provided U.S.$1,700 millito
finance the Coca Codo Sinclair project, U.S.$571lioni to finance the Sopladora hydroelectric projemd
U.S.$313 million to finance the Minas San Francikgdroelectric project, the Brazilian National Eoamic and
Social Development Bank which has provided U.SZ%fillion to finance the Manduriacu hydroelectriower
plant project near Quito, and Société Générale Radtsche Bank which in April 2014 committed to pdav
together an additional U.S.$50 million to finanke Manduriacu hydroelectric power plant.

The construction of these hydroelectric plantsus tb an enhanced effort by the Government to tnves
the sector. In 2016, the Government invested W,34B million in the electricity sector, a 17% iease from 2012,
when the Government invested U.S.$1,148 milliorthia sector. Construction on the new line of hydroeic
plants continued in 2016 including the 180 MW Dalsisagua hydroelectric plant and the 254 MW To&tdlaiton
hydroelectric plants, and the construction of &negir in the Minas San Francisco project.

In March 2014, Correa announced a new program lbstisute electricity use for gas use. Under this
program, beginning in November 2014, the Governnigan to sell subsidized stoves to replace gagssto
Correa stated that the use of electric stoves wen#ble the Government to terminate the gas selssiali2017 and
the net effect on the Government budget will beitpesdue to the elimination of the subsidies, wsidvings of
approximately U.S.$800 million a year.

The Government has also increased investment iwaler sector in order to alleviate flood condis@md
access to potable water in various parts of thentcpu Ecuador’s national water authorifyecretaria de Agya
currently has invested U.S.$1,233 million out 08l$1,560 million for six multi-purpose projectsitoprove flood
control and irrigation. One of the most importprdjects in the water sector is the Multiprop6€itwone project in
the Manabi province. Financed by the Governmedtpaivate partners, the U.S.$168.4 million projeaciit a dam
to alleviate the flood conditions of the regionheTproject also built a drain system, which serfeesrrigation
purposes and provides a drinking water supply foor@ city. The cost of this project includes natign costs of
U.S.$41.7 million in the surrounding areas to congage inhabitants in those areas.

Other water projects include: (i) the Cafar priogca cost of U.S.$360.5 million to protect apimately
40,000 hectares along the Cafiar River and its radppistreams through a system of levees, inclu@ding4-
kilometer bypass, (ii) four new bridges, (iii) @add regulatory system and 173 km of dyke wallg, tiie U.S.$372.7
million Daule-Vinces project that redirects wateonfi the Daule River and transports it along a 3&ik3neter
canal to dry farmlands and (v) the Naranjal progca cost of U.S.$181.7 million to protect appnately 44,000
hectares, seven new bridges and 158 km of dykeswall
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These flood control projects reduce the social@whomic damage caused by floods in the winteroseas
allowing the Government to reallocate resourcesipusly used to repair the damage to other prajetts repair
the damage, the Government spent U.S.$312 millioR0il2 and U.S.$415 million in 2013. The Governirdid
not spend any funds in 2014 and 2015 due to thetwwiiliter conditions for those years.

In 2016, the electric and water sectors contribwetbtal of U.S.$1,804 million to GDP, an increase
compared to U.S.$1,557 million in 2015. Since 20h2, sectors represent an average of approximatép of
GDP per year.

Telecommunications

In 2007, only 8.47% of the Ecuadorian populatiors wannected to the Internet. Under former Presiden
Correa’s administration, the average percentadatefnet users increased to 108.7% per every li@@bitants as
of March 2016. Similarly, while only 20 of Ecua®®221 municipalities had access to the natiorarfioptic
network in 2007, this number increased to 200 #4520

In 2012, the telecommunications sector accounted)8.$1,914 million of GDP. This amount increased
steadily through 2014, when the telecommunicatientss accounted for U.S.$2,171 million of GDP terth
decrease in 2015, when the telecommunicationsorsemtcounted for U.S.$2,039 million. In 2016, the
telecommunications sector decreased again and rtecbfor U.S.$1,845 million. From 2012 through 201t
telecommunications sector represented an averaggpmfoximately 2.07% of GDP per year. In 2016, the
Government invested U.S.$217 million in the seaalecrease compared to U.S.$322 million in 2015.

In 2008, Ecuador granted Spain’s Telefénica (culyesperating in Ecuador as “Movistar”) and Mexiso’
América Movil (currently operating in Ecuador addf®”) 15-year concession contracts to providedentry with
telephone and 3G services. The concessions aemsiis of previous agreements both companies fhigd w
Ecuador and are expected to generate U.S.$84@mitli revenues for Ecuador over the course oféhma of the
concessions. In February 2015, Ecuador amendezbtizession to provide the country with 4G services

In February of 2015, the National Assembly enathedTelecommunications Law as a means to improve
access to quality telecommunications services aittease the use of information technology imlreectors. For
more information on the Telecommunications Law, ‘Séee Ecuadorian Economy—Economic and Social Pegici
—Telecommunications Law.”

Other Sectors of the Economy
Agriculture

Before the discovery of petroleum fields in prowsof the Orient region in the 1970’s, the agrimalt
sector had traditionally been the largest contaobtt Ecuador’'s GDP. Of Ecuador’s total 27.1 roillihectares, 7.8
million are devoted to agriculture and livestoclkcudor’s diverse climatic conditions, varying aities and rich
volcanic soil are well suited to tropical and soptcal agriculture. Ecuador’s primary product fréiis sector,
which is also the Republic’s most significant nohexport, is bananas. According to data from Boeod and
Agricultural Organization of the United Nations AB”), Ecuador has represented approximately 25%08% of
banana world exports for the ten years ending ioeDder 31, 2013. Ecuador also exports significamduats of
coffee, flowers, and cacao. The agricultural sectmstituted an average of 8.01% of GDP per yeathfe years
2012 through 2016. In 2016, the agricultural septpresented 8.62% of GDP, an increase compar8aiids in
2015.

Between 2012 and 2016, the volume of Ecuador’srmmaports increased by 21.8%. In 2012, the value
of Ecuador’s banana exports decreased by 7.5%aphmas a result of difficult growing conditionsrfthat year.
However, the value of these exports increased b§%in 2013 when growing conditions returned tonmedrand
10.9% and 9.0% in 2014 and 2015, respectively. 2006, banana exports totaled U.S.$2,734 millior2,. 6%
decrease from U.S.$2,808 million in 2015 primadlye to the decrease in quality of the banana suppiyg the
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first trimester due to climate conditions, and tiversupply of Central American bananas in the dlotsketplace
which reduced the overall price.

Ecuador also exports significant amounts of cadac®012, cacao exports were U.S.$345 million. dfip
increased to U.S.$423 million in 2013 when growitanditions returned to normal. With continued nafm
growing conditions, cacao exports reached U.S.$8illbn in 2014 and increased to U.S.$693 millionZ015. In
2016, cacao exports reached U.S.$621 million, 4%0decrease from 2015 primarily due to the overlsupp
cacao, especially from lvory Coast and Ghana wiaffacted the overall price and a general decreastha
consumption of chocolate.

Flowers and flower products are among one of tlvgesg but fastest growing exports for Ecuador, mgki
up 4.8% of Ecuador’s total exports in 2016. Flowgports were U.S.$714 million in 2012, U.S.$830iam in
2013 and U.S.$918 million in 2014. In 2015, flovexports decreased by 12% to U.S.$820 million pripars a
result of the strengthening of the dollar which md&tuador’s flowers more expensive compared to r@lolan
flowers. In 2016, flower exports decreased by 218%J.S.$802 million primarily due to exchange ratanges,
particularly the strengthening of the U.S. dolldniet reduced sales principally to the Russian ntaakewell as
political problems affecting sales to Ukraine.

Fishing

Another important aspect of Ecuador’s agricultuseits fishing exports. Ecuador exports significant
amount of tuna and other fish, but its predomirieshing export is shrimp. Ecuador is the largéstrsp producer
in the Americas, and one of the largest shrimp gceds in the world. According to the FAO, over tee years
ending December 31, 2013, Ecuadorian shrimp expave represented approximately 2% of worldwidengbr
exports.

The amount of shrimp exports steadily rose in tegopl from 2011 to 2014, growing from U.S.$1,178

million in 2011 and reaching U.S.$2,513 million2014. In 2015, shrimp exports totaled U.S.$2,280am, a
9.3% decrease from 2014. This decrease is diretpltenomenon of El Nifio, which took place in 2Gibyvell as

a decrease in exports to Asia. In 2016, shrimp egpotaled U.S.$2,580 million, an increase of ¥3ffom 2015.
This increase was due to the recovery of the mfcghrimp and to the export of shrimp of greatergve which
have a higher price. Fishing exports, other thanmg, decreased from U.S.$324 million in 2012 t&\$244
million in 2016. In 2016, fishing exports decreavydb.4% from U.S.$258 million in 2015. This dexse is due to
the impact of the phenomenon of el Nifio in the EHoui@an coast which reduced the supply and raisieggr

Manufacturing

Manufacturing, excluding petroleum products, is dated by consumer products such as food, beverages
textiles, and paper, with a concentration of imgdrintermediate and capital goods. The manufagusector
contributed 12.21%, 12.59%, 13.57%, 13.79% and3P8.%0 the GDP, per year for the years 2012, 200342
2015 and 2016, respectively.

Ecuador’s main manufactured, non-petroleum ex@ygscanned seafood, automobile assembly, processed
cocoa, and processed coffee. The manufacturingrdeas grown an average of 10.27% per year bet@@&h and
2015. During 2012, 2013 and 2014, manufacturireyvgby 11.1%, 11.5%, and 15.9%, respectively. 16520
manufacturing decreased by 0.5%, reaching U.S.$&318illion. In 2016, manufacturing decreased by%d.4
reaching U.S.$13,628 million. The decrease in dgnavftthe manufacturing sector was due to the géskradown
of the economy in Ecuador for those periods.

Ecuador’'s membership in international trade orgations and its status as a party to various mietih
agreements such as ALADI, CELAC, and the CommuaitAndean Nations have contributed to the openihg o
new markets for the sale of Ecuadorian goods abewatl challenged domestic manufacturers to operaie m
competitively. On December 12, 2014, represergativom Ecuador's Ministry of Foreign Commerce sigra
trade agreement with the European Union. For nrdoemation, see “Balance of Payments and Foreigrdd -
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Foreign Trade -Trade Policy.” By the end of 2016,9% of Ecuador’s non-petroleum exports were soldhie
European Union.

Construction

The construction sector accounted for 10.63% of GDP014, 10.53% of GDP in 2013 and 10.67% in

2012. In 2016, the construction sector accourde®.64% of GDP, compared to 10.70% of GDP in 20052015,
construction activity decreased by 1.7% in reahtecompared with 2014. In 2014, construction agtigrew by
7.2%, compared to 7.4% in 2013 and 12.2% in 20These decreases in construction activity were dua t
decrease in residential and non-residential bugklias well as a decrease in civil engineering prgjeIn 2016,
construction activity decreased by 8.9% in reahtecompared with 2015. In 2016, U.S.$413 milliorrtivef raw
materials used for construction were imported, @etse of 37% from the U.S.$658 million worth ofin@aterials
used for construction imported in 2015. This deseem construction activity was primarily due talecrease in
imports of construction materials. The steady iaseein construction and the large percentage of &P it
represents is a result of the construction actiwtyconnection with the Republic’s infrastructureojpcts,
particularly the development of new oil fields, atiné hydroelectric and flood control projects oé thast seven
years.

Science and Technology

The Government has begun development of a veryeladycation and research center north of Quito,
known as “Yachay-the City of Knowledge” (“YachayQonstruction of Yachay began in 2012 and is exguetd
be completed in 2028. Yachay is a 18-square-ntéliened community that is expected to house a langeersity
and a dozen technology and innovation parks. Tiieetsity opened its doors to 187 enrolled studé@mtapril
2014.

The goal of Yachay is to create a culture of sdiemesearch in Ecuador and promote a long-teatesbf-
the-art site for technological research. Develspblave mentioned that there will be an emphasis on
nanotechnology, but add that Yachay will be mulsetplinary. Long-term goals include the developmef
knowledge-based products to diversify the Ecuadoeieonomy and the development of new technologieshie
country's well-being. Ecuador estimates that il gpend U.S.$20 billion over the course of 16 getar complete
the project.

In February 2016, the Republic entered into a WS%million loan agreement with China Exim Bank to
finance the first phase of Yachay.

Tourism

Ecuador’s tourism industry grew steadily from 2842014, slightly decreasing in 2015 and again0h62
In 2012, 1.27 million tourists visited the countlty36 million in 2013, 1.56 million in 2014, 1.54ilhon in 2015
and 1.41 million in 2016. In 2016, the largest memof tourists came from Colombia accounting f@fa2of
tourists, followed by the United States and Peotf) in second place, accounting for 12% of touestsh. Based on
the 2010 census, 2,546 foreign retirees and fongamsioners have been residing in Ecuador for aEsyar more.

The steady increase in tourism from 2012 to 2014 haagely due to promotional campaigns institutgd b
the Ministry of Tourism. In 2010, the “Ecuador ésvlife” campaign was launched in England, Germé&ngnce
and the United States. A second campaign, theistodered” campaign, was launched in 2011, andird th
campaign, the "All you need is Ecuador’” campaigasviaunched in 2014. As part of this campaign,adou
became the first government to advertise duringSihyger Bowl, airing a thirty second spot during 2045 event.
The Ministry also provides financing and logistamvice to local businesses that cater to touristh sis tours and
adventure companies. The decrease in tourism 2@t to 2016 was due to the Pedernales Earthquiakenitial
2016 annual budget allocated U.S.$36 million to Miristry of Tourism for tourism promotional campgas and
other initiatives to promote tourism. The 2016 dpetdfor tourism was modified to U.S.$22.7 milliornile being
used as the provisional budget for 2017.
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Transportation

In 2015, the Government invested a total of U.2.$3,million in roads and highways, a decrease 620
from the previous year, when total investment waS.$l,400 million. The most significant road potgein
Ecuador are the Manta (Ecuador)-Manaus (Brazil)l restwork, linking the Pacific Ocean with the Atliarand the
Troncal-Amazonica road, which runs from north taitho linking the Colombian and Peruvian bordershe T
Troncal-Amazonica road was completed in early 2@ith the construction of the El Tigre bridge angation of
the Manta-Manaus road network. The Manta-Manaug-negwork is currently under construction, althotigére is
no definitive completion date. Both projects aoé toll roads and were financed by oil revenuesfarancing from
CAF.

Two recent significant projects have recently béeanced along with the municipality of Quito. In
February of 2013, a new international airport ogkeinehe suburbs of Quito. The airport cost waS.#700 million
and was financed by Quiport S.A., an internatioc@hsortium led by AECON Construction Group and HAS
Development Corporation. The new airport featutes largest control tower and the longest runawayrof
international airport in Latin America. Phase 2tloé airport, which includes the expansion of tlassenger
terminal, new jet bridges, and the expansion ofsti@pping areas was financed by Quiport S.A. astd&.$70.5
million. Construction of Phase 2 of the airport waspleted in 2015, and began operating as a pgeystarminal
in May of that year. A new road and bridge to i@&oongestion from the previous single bridge dgtway that
led to the airport have been completed.

Construction of a subway system in Quito basedhenMetro of Madrid has been under way since 2012.
As of March 29, 2017, 23% of construction of thewsay system in Quito has been completed. This nssstem is
expected to connect the northern business andergsagleas of Quito to Quito’s historic city centBne project is
budgeted to cost U.S.$1,680 million through conipfeand is expected to commence operations in 2008s
project was financed, in part, by a U.S.$205 millloan from the World Bank, a U.S.$259 million lofiom the
European Investment bank, which was increased By$44,152,000 in November 2016 , a U.S.$200 millo@m
from the IDB and a U.S.$200 million loan from CAHRn February 2014, the municipality of Cuenca began
construction of th@ranvia Cuatro Rigsa 21.4-kilometer tram system with 27 stationdie project is planned to
connect the airport and city-center to the outlysupurbs of the city. The project is estimated dst ¢J.S.$232
million and was financed, in part, by a 15-yeamlexecuted in January 2013, pursuant to the Frgagarnment’s
Emerging Country Reserve Loan program.

Employment and Wages

The National Council on Wages sets the minimum wiagevorkers in the private sector on an annual
basis. The monthly minimum wage for a job in thiggie sector has increased from U.S.$318 for 2013 S.$375
for 2017. The announcement of the minimum wagdieglpe for 2017 was made in December of 2016 aasl set
at U.S.$375 per month. Public sector employee s/age based on the wage scale determined hithisterio de
Relaciones Laborale€Ministry of Labor Relations”). The following tde shows the increase in minimum wage
from 2012 to 2017.

Monthly Minimum Wage (1)
(in U.S.9)

2012 2013 2014 2015 2016 2017
29z 31¢ 34C 354 36¢€ 37¢

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

Private employee salaries received a boost withntineduction of the “Living Wage” into the Laboralv.
Enacted in December 2010, this law dictates thatcampany that generates a profit shall distributenongst its

74



employees until their total income has risen to el of the living wage. The value of the livivgage is
determined annually by INEC on the basis of theé obsiving and the number of family members in ledamily
unit.

The following table shows certain labor force antplyment data for the periods indicated:

Labor Force and Employmen
(in thousands of persons, except percentages)

March

2012 2013 2014 2015 2016 2017
Total Populatiof ..........cc.covveieiiiieieieiec e 15,520 15,775 16,027 16,279 16,529 16,738
LADOT FOTCE™ ..ottt e smsees st 10,864 11,200 11,159 11,399 11,696 11,726
Labor Force Participatiofy................ . 6,701 6,953 7,195 7,499 7,874 8,084
Labor Force Participation Rate .............cceeeeeeiienieieeieeee e 61.68% 62.08% 64.47% 65.78% 67.32% 68.9%
Employed Labor FOICE .......c.ooouiiiiiiiiieeeeseeeeie e 6,425 6,664 6,921 7,141 7,464 7,729
Unemployed Labor FOICe ...........ooiiuiiume e eemmee 276 289 273 357 410 355
Unemployment Rat® ..o e 4.12% 4.15% 3.80% 4.77% 5.20% 4.4%
Source Based on figures from INEC as of March 2017.
2) Total population numbers based on yearly projestifioom 2010 census.
2) Refers to population above minimum working ageY&&rs old), irrespective of employment status.
3) Also referred to as economically active population.
4) As a percentage of economically active population.

In 2009, in order to reduce unemployment, the Migi®f Labor Relations established tRed Socio
Empleo(*Employment Partner Network”), a government agedegigned to assist with employment searches and
provide educational opportunities abroad for futemaek in Ecuador. The agency provides scholarsaipballows
individuals looking for work to post resumes, cestiteir own web pages, and schedule interviews patential
employers online.

From 2012 to 2016, the unemployment rate incredgetl.08%. Underemployment, or individuals who

are unable to obtain full-time work to receive &sameeting the official minimum wage, decreaseunf 49.29%
to 48.09% during this time as well but increase839% as of 2016. In 2013, unemployment increbalghtly to
4.15% from 4.12% in 2012, decreasing to 3.80% it¥2@ue to increased job creation in the servicescammerce
industries. In 2015, the unemployment rate increédset.77% due to a general slowdown of the econion2015
that led to job losses in both the private and ipuftctors. The rate of unemployment increasesl20% as of
December, 2016 due to an increase in the laboe fpecticipation rate as previously economic in&ctivembers
attempted to join the labor force. The rate of upleryment decreased from 5.7% as of March 31, 261464% as
of March 31, 2017.

The rate of individuals who are unable to obtailttfme work to receive a salary meeting the o#ici
minimum wage, or underemployment, increased frord 3% in 2012 to 47.77% in 2013, then decreased® 18546
in 2014 but increased in 2015 to 48.09% and ineckagain in 2016 to 53.39%.

The sectors that registered the greatest reduictiemployment in the period from 2011 to 2015 wire
agriculture sector with 2.89%, and the commercaosegith 1.52%. The labor force participation raiethe
Ecuadorian economy increased by an aggregate 4#bfim 2012 to 2016 and unemployment increaset @8%
for that same period. Underemployment increase8l 2496 in the same time period.
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The following table sets forth information regamglithe unemployment and underemployment rates, and
real minimum wages for the periods presented:

Wage and Unemployment

As of March
For the Year ended December 31, 31,
2012 2013 2014 2015 2016 2017
Unemployment rate (% of economically active pogomf’.............c..ccccccovrvnnn.. 412 415 380 477 5.20 4.4
Underemployment rate (% of economically active gapon)® ........................... 4715 4777 46.69 48.09 53.39 57.0
Source: Based on figures from INEC as of March 2016
2) Refers to population at or above the minimum waglage that is not employed and is willing to woekén if not actively seeking
work) as a percentage of the total labor force.
2) Refers to individuals who are unable to obtain-fuie work to receive a salary meeting the offielhimum wage.
Average Wages by Economic Sect!”
(in U.S. dollars)
As of December 31,
2012 2013 2014 2015 2016
AVEIAgE WAGE ...ceuniiiiiieeiiiie et e e 498.52 594.08 583.03 619.27 598.78
Agriculture, livestock, forestry, hunting and fiegi.............. 24494 278.16 301.50 304.58 289.40
Petroleum and mMining .............eeeioiiineeeeeeeiiiiiieeieiieeennnnns 675.18 1,074.47 1,106.95 981.08 992.07
Manufacturing (includes petroleum refining) ................... 422.08 451.24 473.87 509.00 476.64
Electricity and water ..o . 621.79 509.36 742.46 834.68
CONSIIUCHION .. e e . 416.89 448.72 485.98 463.22
COMIMEICE ..o . 410.13 447.40 470.17 455.50
Accommodation and food services ... . 363.68 396.46 388.04 380.30
TranSPOrtAtiON .......ceveveeeereereieieeenes e eeeeeeeeeeeeennnnnnnnas . 489.32 494.31 532.10 453.22
TelecomMmUNICAtIONS .........cevieeriiiiiiii e . 638.95 613.58 797.13 563.28
Financial Services actiVitieS ............... v eeenreeneeeneeenneeens . 1,159.31 931.50 1,000.91 941.85
Professional, technical and administrative actdfi........... 491.03 592.96 555.32 557.29 576.96
Teaching and social and health services......................... 692.56 747.78 782.20 785.75 781.36
Public administration, defense and social secptdys ........ 865.40 977.52 1,026.66 1,072.81 1,099.32
DOMESHIC SEIVICE.....cceii ittt meeree et 264.54 269.76 316.05 320.46 322.04
Other SEIVICES ...ttt 322.20 419.26 341.55 341.31 351.92

(1) Based on CllU, Rev. 4, International Uniforndirstrial Classifications of Economic Activities.
(2) Includes activities from tourism operators.

Poverty

In recent years, Ecuador has seen decreases Ia #verban and rural poverty. The urban povestgr
decreased from 16.1% to 15.7% between 2012 and, 2@¢Hi& the rural poverty rate decreased from 491%
38.2% across the same time frame. Extreme povatég have also decreased, from 5.0% of all urlbaiséholds
in 2012 to 4.4% of all urban households in 2016 fiom 23.3% of all rural households in 2012 to6¥4.of all
rural households in 2016. At the same time, tha #xtreme poverty rate decreased from 11.2% 220 8.7% in
2016. As such, in spite of the general econommaitmns in 2016 due to the Pedernales earthqulkencome for
households in extreme poverty has not been affecgdly as a result of an increase in the numbéroofsehold
members receiving income.

The Republic believes this decrease in povertyarsiglly the result of a significant expansion loébono
de desarrollo human@'BDH”), a cash transfer program for those in theer 40% of income distribution who are
either mothers of children under the age of 16yvalibe age of 65, or disabled. Currently, the Bidhsfers
U.S.$50 a month to qualifying individuals.
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The following table shows the percentage of houlsishio poverty for the periods indicated.

Percentage of Households in Fverty
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
December 2012.......ccccccvveeiieeiiieeimns 16.1 49.1 27.3 5.0 23.3 11.2 19.5 70.8 36.8
December 2013.... 17.6 42.0 25.6 4.4 17.4 8.6 25.7 65.7 38.7
December 2014 .......cccooveeeeeeiiieeiamns 16.4 35.3 22.5 4.5 14.3 7.7 24.8 57.8 35.4
December 2015.......cccccoveeiieeirieems 15.7 39.3 23.3 4.4 17.0 8.5 22.0 55.8 32.9
December 2016 .......ccccccvveevveeivieeiimnns 15.7 38.2 22.9 4.4 17.6 8.7 22.3 52.6 32.0

Source: Based on figures from INEC as of Decemb&62

(1) Persons whose income is below the poverty lie of December 31, 2016, the poverty line, @ermeined by Ecuador, is
U.S.$84.68/month, per person.

(2) As of December 31, 2016, the extreme povéntyis U.S.$47.22/month per person.

(3) This number is based on information takerhatdensus regarding the lack of availability ofibagcessities. Variables considered in this
figure include literacy rates and access to potekler, sewage systems and hygienic servicesrielgctrunning water, telephone lines,
doctors and hospital beds per 1000 persons.

Social Security

The social security system in Ecuador is admingstdry the IESS, as well as by timstituto de Seguridad
Social de las Fuerzas Armadasd thelnstituto de Seguridad Social de la Policia Nacidftae Social Security
programs of the Armed Forces or “ISSFA” and theddiaian Police Department or “ISSPOL,” respectiyelyhe
Ecuadorian Social Security System is a trans-génas model where the current work force funds ltleaefits of
those who are no longer in the work force and psrmetirees to also make on-going contributionghieir
retirement fund.

Social security benefits are a constitutional rifgitall workers and their families, designed totpct the
insured in case of illness, maternity, unemploymedrgability, old age and death. The social segigystem also
provides financing for workers’ housing. Ecuadastzial security system is financed by contributidren the
Government, employers and employees. The levelngiloyee contribution is based on an employee’sniec
The monthly pension is based on a percentage dhtueed’s average monthly earnings in his or her fiighest
years of earnings. The minimum monthly pensior2fait6 was U.S.$183.

Retirees benefit from the IESS system once thew Heft employment. As of December 2015, IESS,
ISSFA and ISSPOL had 9.2 million, 1.1 million an@ @nillion beneficiaries, respectively. In 2016ta non-
financial public sector contributions to social wéty were U.S.$4.7 million, or 4.8% of GDP, a demse from
U.S.$5.0 million, or 5.0% of GDP in 2015. In 2016SS’s beneficiaries included 3.1 million affiket 0.4 million
pensioners, 4.4 million dependents, 1.1 milliongde@overed through rural social security and @G@8on people
that receive benefits related to work related risk®r 2016, IESS’s expenditures totaled approxatyat.S.$6.3
billion.

Under Article 372 of the 2008 Constitution, the Bk is responsible for channeling investments and
managing public pension funds. Resolution JB-20886 enacted in July 2009 sets the parametergdatypes of
investments allowed. Investments in real estateoaly allowed in the long-term (over five yealigyestments in
trusts are not allowed in the short-term (less ttimre years), and investments in public sectourgexs cannot
exceed 75% of the market value of the fund. A dskimittee must approve all investments. Investmemust be
rated by an approved rating agency, and no invegtmay be rated lower than specific thresholddaethat type
of investment, as determined by the risk committeés of April 30, 2017, BIESS is the largest holdsr
Government securities, with 43.1% of its portfoliwestment, or U.S.$7,483 million, in Governmenidirggs.

The primary functions of the BIESS are, among ahtre provision of different financial serviceglsias
mortgages, pledge-backed loans and unsecuredscrédititional services include portfolio re-discowperations
for financial institutions and other financial sees in favor of retirees and other affiliatestod iIESS by means of
direct operations or through the national financsgistem. Additional bank functions are investmant
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infrastructure projects that generate financiafifability, added value and new sources of emplaythas well as
investments in fixed and variable income securitiesugh the primary and secondary markets.

On October 21, 2016, the Law to Strengthen theab&=curity System of the Armed Forces and National
Police was published and became effective. Thadamtended to make the national system of s@aalirity more
sustainable over time by making adjustments andawgments to the pensions of public servants frawaHor’s
Armed Forces and National Police.

Education

In 2011, the Government implemented they Organica de Educacion Interculturéthe “Intercultural
Education Law”). The law created a standardizediauum for all high schools, consolidated schegétems to
eliminate single-teacher schools, created a stningealuation system for teachers and schools,lamtched a
nation-wide literacy program. Under the reformudeints were to receive free medical attention, cichmches,
and uniforms.

The 2016 annual budget allocated U.S.$4.9 bilfimn Government education and educat