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The Republic of Ecuador
U.S.$750,000,000

9.650% Notes due 2026
The Republic of Ecuador (the “Republic” or “Ecudtids offering U.S.$750,000,00@&ggregate principal amount of its
9.650% Notes due 202@he “Notes”). Interest on the Notes will be payalsemi-annually in arrears on June 13 and
December 13f each year commencing June 13, 2017. The Notémaiure on December 13, 2026.
The Notes will contain provisions, commonly knows “aollective action clauses,” regarding acceleratdf the Notes and
voting on future amendments, modifications and er\to the terms and conditions of the Notes. dlpesvisions, which are
described in the sections entitled “Descriptiontioé Notes — Events of Default” and “Description thie Notes —
Modifications — Collective Action,” differ from thee applicable to certain of the Republic’s outstagnéExternal Indebtedness
(as defined herein). Under such provisions, theuBl@pmay: (a) amend the payment provisions ofMloées and certain other
reserved matters with the consent of the holderg5eb of the aggregate amount of the outstandinggsNahd other non-
reserved matters with the consent of the holdef&6#6 of the aggregate amount of the outstanding N@@snake reserved
matter modifications affecting two or more seriéslebt securities with the consent of (x) holdefsaitleast 6&:% of the
aggregate principal amount of the outstanding deburities of all series that would be affectedtlst reserved matter
modification (taken in aggregate) and (y) holddrsiore than 50% of the aggregate principal amotitii@outstanding debt
securities of each affected series (taken indivigyar (¢) make reserved matter modificationsafing two or more series
of debt securities with the consent of holders tofeast 75% of the aggregate principal amount ef abtstanding debt
securities of all affected series (taken in aggegarovided that the Uniformly Applicable conditiis satisfied, as more
fully described in “Description of the Notes — Miydations — Collective Action.”
Except as described herein, payments on the Natebevmmade without deduction for or on accountdhholding taxes
imposed by the Republic. There is currently nolisubarket for the Notes. Application has been m#allist the Notes on
the Official List of the Luxembourg Stock Exchanged to have the Notes admitted to trading on the BATF Market.
This Offering Circular constitutes a prospectustfa purpose of the Luxembourg Law dated July D0520n prospectuses
for securities, as amended. The Notes are andwiltsued in registered form and, in limited amstances, definitive form
in minimum denominations of U.S.$200,000 and ireégrultiples of U.S.$1,000 in excess thereof.
See “Risk Factors” beginning on page 23 regardingectain risk factors you should consider before invsting in the
Notes.

Price: 100.000%
plus accrued interest, if any, from December 13620

Delivery of the Notes will be made on or about Deber 13, 2016.
The Notes have not been and will not be registerathder the Securities Act of 1933, as amended (th&écurities Act”).
The Notes may not be sold within the United Statesr to U.S. persons except to qualified institutionabuyers in
reliance on the exemption from registration providel by Rule 144A under the Securities Act and offere@dnd sold to
certain persons in offshore transactions in reliane on Regulation S under the Securities Act. You areereby notified
that sellers of the Notes may be relying on the exgtion from the provisions of Section 5 of the Secities Act
provided by Rule 144A under the Securities Act.
The Notes will be represented by one or more peemaglobal notes in fully registered form withouatérest coupons,
deposited with a common depositary for EuroclearkBa.A./N.V. (“Euroclear”) and Clearstream Bankisgciété anonyme
(“Clearstream”). Beneficial interests of Euroclgmarticipants in the global notes will be shown and transfers thereof
between Euroclear participants will be effectedyathirough, records maintained by Euroclear andlitsct and indirect
participants, including Clearstream Bankisggiété anonymeee “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 “PREPECTUS DIRECTIVE") MUST BE ADDRESSED
TO QUALIFIED INVESTORS (AS DEFINED IN THE PROSPECHWDIRECTIVE).

Lead Manager and Global Coordinator

Citigroup
The date of this Offering Circular is December 23] 6.
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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 in 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 EcuacoH,
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 onlyté$ sold in offshore transactions in reliance on
Regulation S under the Securities Act (“Regula@dhwill be represented by one or more permanentajl notes
in fully registered form without interest couporibg “Regulation S Global Note”) and Notes sold he tUnited
States to qualified institutional buyers (each adldied institutional buyer”) as defined in, and iieliance on,
Rule 144A under the Securities Act (“Rule 144A”)llviie represented by one or more permanent globisnin
fully registered form without interest coupons (tfRestricted Global Note” and, together with thegRation S
Global Note, the “Global Notes”), in each case dépd with a common depositary for, and registaredhe
nominee name of a common depositary for EurocleakBs.A./N.V. (“Euroclear”) for the respective aoots at
Euroclear as such subscribers may direct. Beagficierests of Euroclear participants (as defineder “Book-
Entry Settlement and Clearance”) in the Global Natdl be shown on, and transfers thereof betweerodear
participants will be effected only through, recordaintained by Euroclear and its direct and indigazticipants,
including Clearstream. See “Book-Entry Settlemamd Clearance.” Except as described herein, detnitiotes
will not be issued in exchange for beneficial ietts in the Global Notes. See “Description of theteN —
Definitive Notes.” For restrictions on transfer &pgble to the Notes, see “Transfer Restrictionsd &Subscription
and 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 @ 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 oflgr 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, satkédelivery 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, distribution of this
Offering Circular, and other offering material télg to the Notes.

Each purchaser of Notes sold outside the UnitetéSia reliance on Regulation S will be deemedaeeh
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 MgAacknowledges 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 Republic;

* 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 containgdigOffering 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” areh Republic of Ecuador, references to the “Goventine
are to the Government of the Republic of Ecuaddrthe use of the term “Governmental” shall be wibards to
the Government of the Republic of Ecuador.

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 @tindages 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
sections “Offering Circular Summary and Recent Dgwaments,” “The Republic of Ecuador,” “The Ecuadori
Economy,” “Balance of Payments and Foreign Tral@dnetary System,” “Public Sector Finances” and Bku
Debt” as well as:



External factors, such as:

lower petroleum and mineral prices, which couldeadely affect Ecuador’'s economy, fiscal accounts an
International Reserves (defined herein);

damage to and volatility in the international cabpimarkets for emerging markets issuers caused by
economic conditions in other emerging markets dred ihternational capital markets generally, which
could affect Ecuador’s ability to engage in planbedowing;

changes in import tariffs and exchange rates ofrotlountries, which could harm Ecuador’s exporid, an
as a consequence, have a negative impact on tivthgob Ecuador’s economy;

recession or low growth in the economies of Ecuadoading partners, particularly of the United t8&
and the European Union, which could lead to fewgiogs and affect Ecuador’s growth;

a deterioration in relations between Ecuador arferotountries in the region or other disruptions to
Ecuador’s international relations;

changes in credit rating of the Repubilic;
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:

“contemplates,

social and political unrest in Ecuador;

Ecuador’s ability to continue to attract foreigwastment;
continued public support for Ecuador’s current @roit policies;
Ecuador’s level of domestic debt;

general economic and business conditions in Ecuaddr

other factors identified or discussed under “Riaktbrs.”

In addition, in those and other portions of thife@hg Circular, the words “anticipates,” “belieyes
" “estimates,” “expects,” “plans,’htends,” “projections” and similar expressionsttasy 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
control or predict. Because of the risks and uagaties involved, an investment decision basedheneistimates
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.

Vi



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 belowhich allow state courts to decide certain matser described
below. See “Description of the Notes — Soverergmunity.” The Republic has agreed to the followarbitration
provisions (which shall be governed by English la&)part of the terms and conditions of the Notes:

(@)

(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 otherwise is 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 as modified by tidenture, 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 thirty (30) dayerh and including the date of receipt of
the relevant request for arbitration, an arbitratdl be appointed on their behalf by the
LCIA Court in accordance with the LCIA Rules 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 wilElglish. The arbitration provisions contained in
the Indenture will be governed by English law.

Without prejudice to any other mode of servicewadid 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
contemplated by the Indenture or in relation tcogmition or enforcement of any such arbitral
award obtained in accordance with the Indenture.

Vi



If the Process Agent is unable to act as the Repsilsigent under the Indenture for the servicerotgss,
the Republic must immediately (and in any evenhiniten (10) days of the event taking place) appamother
agent (a “Replacement Agent”) on terms acceptablled Trustee.

The Republic agrees that failure by the Process\Age 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 Rules of the LCIA to resolve any dispataitroversy or claim of any nature arising outrefating to or
having any connection with the Notes. Accordinglyy court proceedings brought against the Repblle holder
of the Notes (other than to enforce an arbitratisard) may 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 defence on the bdsisykind of immunity, for itself and/or its assgtvhich do not
constitute “Immune Property” in respect of legai@ts or proceedings in connection with the Notes.

“Immune Property,” in accordance with the provisorof the laws of the Republic, means:

(a) any property which is used or designated for us¢hé 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 daya

(e) funds managed in the national Treasury Accounir{ddfherein);

® assets and resources comprising available monretseyves of Ecuador;

(9) public domain assets used for providing public ises/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;
® accounts of the Central Bank, whether they are &letdad or locally; and
)] public entities’ deposits with the Central Bank,attrer they are maintained abroad or locally.

The decision of any arbitral tribunal shall be fita the fullest extent permitted by law. The Repub
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 Etément of Arbitral Awards 1958. The Republic adsbmits
to the jurisdiction of the English courts in conti@c with any proceedings invoking the supervisjorrysdiction of
those courts in relation to an arbitration conddigtersuant 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
with the requirements established in the treatyveeh Ecuador and the country in which such awasd been
rendered, or in the absence of such treaty, wherfatmalities set forth in Articles 104, 105 and51énd other
relevant provisions of the General Code of Procedue met.
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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 offthis provision
is as follows:

Any Dispute between the Trustee and any holdetsotiters only and where the Republic is not a party,
claimant, respondent or otherwise is necessargtihewill be subject to the non-exclusive jurisutint of
any New York state or United States federal coitting in the Borough of Manhattan, the City of New
York, and any appellate court from any thereofairy action or proceeding arising out of or relatoghe
Indenture (except actions or proceedings arisindeuror in connection with U.S. federal and state
securities laws), and the Trustee and the holdersbly irrevocably submit to such jurisdiction amples
that all claims in respect of such Dispute may eartl 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 approvelay@ara
la Transformacién Econdémica del Ecuad@Ecuadorian Economic Transformation Law”, or ttigollarization
Program”), which made the U.S. dollar the legald@nin Ecuador. The Ecuadorian Economic Transdtion
Law provided for the Central Bank to exchange, emand, sucres at a rate of 25,000 sucres per U08.$1n
addition to providing an official basis to dollagizhe economy, the law contained reforms aimedrengthening
fiscal stability, improving banking supervision aedtablishing rules to encourage direct investmegince the
passage of the Ecuadorian Economic Transformatéom the U.S. dollar has been the legal tender iraffar. Due
to the Dollarization Program, the ability of thepReélic, and/or the Central Bank to adjust monefaolcy and
interest rates in order to influence macroecondneitds in the economy is limited.



OFFERING CIRCULAR SUMMARY AND RECENT DEVELOPMENTS

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, it shar 950-mile
border with Peru to the south and the east, a 3i8border 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 eimatiuding
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, current president Rafael Correa was eleaith 56.67% of the vote. Prior to President @arr
taking office, protests in Quito contributed to tméd-term ouster of three of Ecuador’s last foumderatically
elected Presidents. President Correa was re-électgeneral elections held in February 2013 wiftil3% of the
vote. Ecuador is scheduled to have presidengatiehs in February 2017 (the “2017 Election”).

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 Assembliile
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 Couleduhat the
proposals were constitutional amendments and threrefid not require a popular referendum. In Ddmem?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 will not applyPiesident Correa, whose term finishes on May 28720

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 pteg. The Constitutional Court held that pursuamrticle 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 titimait for the referendum to be held.

Upon taking office, President Correa believed tighificant reforms were necessary to rectify yesfrs
corruption, especially in regards to economic aimérfcial matters. To do so, President Correa adite a
referendum to write a new constitution, which wppraved by the electorate and the National Asserftbg/“2008
Constitution”). The 2008 Constitution provided fleendation for the economic and financial reforiatives of
the Correa administration. These reforms were istarg with the Correa administration’s objectivepromote
economic growth, while reducing poverty and inefyand fostering social progress.

On April 16, 2016, a 7.8 magnitude earthquake ktihe northern coast of Ecuador, (the “Pedernales
Earthquake”). The Pedernales Earthquake andtésshbcks, caused severe damage to Ecuador’'stinfrage in
that region, including its roads and ports. Anlesion conducted by SENPLADES, INEC and variousistiies
estimates that the cost of reconstructing the strivature damaged by the Pedernales Earthquakmpisxmately
U.S.$3.3 hillion (approximately 2-3% of Ecuador'dDB), and that, without taking into account the cost
reconstruction, damage from the earthquake wilehavimpact of -0.7% on the growth of Ecuador’'s GbR016,
and an impact of -9.8% on the growth of GDP in MaAnthe province in which 95% of the damages caibseithe
earthquake are concentrated. In response to thejeake, President Correa empowered the Minigtiirance to
reallocate public funds, other than those allocaterd health and education, toward reconstruaiftorts through
Article 3 of Executive Decree No. 1001 and proposesries of measures to help finance reconstruptiosuant to
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his authority under Articles 120 and 140 of the2@®nstitution.

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 Soligariincludes the following measures:

. increasing the value added tax by 2 percentagagpdiinom 12% to 14%) for one year, 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 eleictraoney);

. 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;

. 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 fwo months for those earning more than
U.S.$2,000 a month, and similarly until a limit @fone-time contribution of one day's salary for 5
months for those earning more than U.S.$5,000 g&hmon

President Correa also indicated that Ecuador wdrdav from existing contingent credit lines, inclugdia
U.S.$150 million credit line with the World BankWaS.$300 million credit line with Inter-Americaneb2elopment
Bank (“IDB"), and a U.S.$66 million with CAF, andowld explore the possibility of selling certain etssof the
Republic, including the Sopladora 487 MW hydroeieqgblant, Banco del Pacifico S.A., t@®rporacion Nacional
de Telecomunicaciongand other state owned utilities. Additionally, daly 8, 2016, the International Monetary
Fund (the “IMF”) approved a U.S.$364 million fatjlito help Ecuador meet costs related to damages to
infrastructure, housing, and agriculture causethbyPedernales Earthquake.

On August 16, 2016, the Minister of Finance, Faurtrrera, stated that the three sources of fingnmeing
used to address relief and restoration effortselation to the Pedernales Earthquake include theei@k State
Budget, proceeds from the Law of Solidarity andtioment lines of credit. Minister Herrera stathdttas of August
15, 2016, U.S.$888 million had been allocated felief and restoration efforts in relation to thed®males
Earthquake.

In 2006, Chevron brought arbitration proceedingairast the Republic under the arbitration ruleshef
UNCITRAL alleging the Republic’'s breach of certdidenial of justice” provisions under the U.S.-Ecord
Bilateral Investment Treaty. In August 2011, thieiteal tribunal established that Ecuador had dnedahat treaty
and should pay Chevron U.S.$96 million plus compbimerest calculated from September 1, 2011 timéildate
of payment. The District Court of the District @blumbia (Washington, DC) confirmed the award imofaof
Chevron, and the United States Court of AppealsherDistrict of Columbia Circuit affirmed the Digtt Court’s
decision. Accordingly, the arbitral award grantedGhevron was due and payable in the United Statibsthe
same force and effect as a judgment in a judiagba. The total amount due under the award, $2&4 million
plus U.S.$16.4 million in interest) was paid by Bdar to Chevron in satisfaction of the arbitral edva

The Ecuadorian Economy

The U.S. dollar is the legal tender in Ecuador. eéith of the five years from 2011 through 2015 the
Ecuadorian economy registered positive rates ofvidroin real terms. In 2015 the economy of Ecuagtemw by
0.2% in real terms, compared to 7.9%, 5.6%, 4.9%%04for 2011, 2012, 2013, and 2014, respectivehhis
decreased level of growth when compared with préars was mainly due to decreased revenues regtribim the
decline in the price of oil. In the first six mastof 2016, GDP decreased by 3.1% in real termspwidompared to
the first six months of 2015. This decrease isnfgailue to decreased revenues resulting from tickndein the
price of oil. From 2011 to 2015, the Ecuadoriannetoy grew from a nominal gross domestic productDR®) of
U.S.$79,277 million in 2011 to U.S.$100,177 million2015. During the same five-year period, GDP gapita
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grew from U.S.$5,193 in 2011 to U.S.$6,154 in 2015.

Inflation declined from 5.4% in 2011 to 3.4% in B01For the twelve-month period ended November 30,
2016, the inflation rate was 1.1%, compared to 3fdfthe twelve-month period ended November 30,520The
rate of unemployment decreased from 4.2% in 2013.886 in 2014 due to increased job creation inster&ices
and commerce industries. The rate of unemploynmen¢ased from 3.8% in 2014 to 4.8% in 2015 due ¢general
slowdown of the economy in 2015 that led to jobséss in both the private and public sectors. Tie oh
unemployment increased to 5.2% as of Septembe&t(3® due to a continued slowdown of the economy.

In 2015, manufacturing was the largest sector efabonomy measured by percentage of GDP (13.57%),
followed by construction (10.70%), trade (10.48%g9mmunity services (8.66%) and agriculture (8.44%).the
first six months of 2015, manufacturing, constrometi trade, community services and agriculture wadse the
largest sectors of the economy measured by pegerdh GDP, respectively accounting for 13.78%, 298
10.64%, 8.52% and 8.34% of GDP. In the first sbnths of 2016, manufacturing, trade, constructe@mmunity
services and agriculture continued to be the largestors of the economy measured by percentagaDdét,
accounting for 14.06%, 10.16%, 9.92%, 9.00%, ab@%, respectively.

Oil field crude production, including that of prieaand state-owned companies, reached 198.2 million
barrels in 2015, an amount that represented a det¥ease from the 203.1 million barrels produce?0i4 (and a
decrease of 2.4% in barrels per day (“bpd”)). Tdesrease was principally due to the Governmeretssibn to
decrease production activity in 2015 in order wucee investment costs and reduce the overall budg#he year.
Despite the decrease in production in 2015, theuBlepexpects production to increase significaritiypough the
development and inauguration of new fields, paldity the Ishpingo-Tambococha-Tiputini (“ITT”) fidlin Yasuni
National Park, which began extraction in Septen®846. Oil field crude production, including thdtpsivate and
state-owned companies, reached 150.3 million mamehe first nine months of 2016, representirty%® increase
from the 149.0 million barrels produced in thetfingie months of 2015 (and an increase of 0.5%amels per day

(“bpd”)).

Crude oil exports as measured in U.S. dollars 8feedtreased from 2011 to 2013. Ecuador’s cruie o
exports totaled U.S.$13,016 million in 2014, a 3.08¢6rease from U.S.$13,412 million in 2013. Craidl@xports
in 2015 totaled U.S.$6,355 million, a 51.2% deceelagm U.S.$13,016 million in 2014. Both decreasese due
to the decline in the price of oil beginning ind&014 and continuing through 2015. In the firaeninonths of 2016,
crude oil exports totaled U.S.$3,545 million, a432.decrease from U.S.$5,241 million in the firstemmonths of
2015.

The Republic considers the following four sectoosbe the most important strategic sectors of the
economy: water, telecommunications, natural regsjrand electricity. During the period from 20fdotigh 2014,
the total Government investment in these four atfiatsectors has increased from U.S.$3,617 millioR011 to
U.S.$7,034 million in 2014. The U.S.$5,621 millimvestment in 2015 is a decrease from the U.S3#7Billion
investment in 2014 resulting from the Governmengsision to reduce investment in the oil secto2@i5 as a
result of expected lower revenues from oil sales.

The Government has targeted the electricity se@borsignificant capital investment. In 2015, the
Government invested U.S.$1,566 million in the eleity sector, a 43% increase from 2011, when tlogeBnment
invested U.S.$1,094 million in the sector. As 612, hydroelectric plants supplied 46% of the poimeEcuador.
By year-end 2016, the Government predicts thatdstdctric plants will generate 93% of the powerEicuador.
Ecuador’s objective in developing hydroelectric pows to reduce its consumption of oil through lmked
generators, thereby decreasing oil imports andratemergy imports and improving energy indepemden

On July 21, 2016, theey Orgéanica de Prevencion, Detecciéon y Erradicacdel Delito de Lavado de
Activos y del Financiamiento de Delithe “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 tbeidad de Analisis Financiero y Econémi¢the “Financial and
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Economic Analysis Unit”), the Government entity pessible for compiling information and producingoés
relating to money laundering.

On August 22, 2016, President Correa signed a elexfectuating 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—bteditblicos ERthe “Public Media and Communications
Company of Ecuador”). This consolidation decres i8aued for the purpose of eliminating duplicafivections of
media entities.

On October 12, 2016, thieey Orgénica de Incentivos Tributarios para VariBectores Productivos e
Interpretativa del Articulo 547 del Cdodigo Organice Organizacion Territorial, Autonomia y Descefinacion
(the “Law on Tax Incentives”) was published anddme effective. The Law on Tax Incentives is intmhdo
encourage productivity by extending tax incentitceadditional 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 eo@imercial transport operators equal to the valuthe
vehicles owned by such operators.

On October 17, 2016, theey Organica que Regula a las Compafiias que FieanServicios de Atencion
Integral de Salud Prepagada y a las de SeguroSGfagen Cobertura de Seguros de Asistencia Médiea“Law to
Regulate Companies that Finance Pre-paid Healthicerand Health Insurance Companies”) was puldigrel
became effective. The law is intended to regulate health service @nigs and health insurance companies and to
provide clear legal requisites for the establishnaexl operation of such 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 Systérthe Armed Forces
and National Police”) was published and becamectie The law is intended to make the nationatesyn 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 1, 2016, President Correa submittethéoNational Assembly's approval, they Organica
para evitar la Especulacion sobre el valor de lesras y fijacion de tributosis an urgent economic measure. |If
approved, this bill that would increase the taxcapital gains obtained from the sale of real edtata 10% to up
to 75%. The National Assembly has 30 days frontithe of submission to approve this law.




Balance of Payments and Foreign Trade

Between 2011 and 2015, Ecuador experienced fluohstbetween balance of payment deficits and
surpluses. While there were surpluses in 2011 201B, there were deficits in 2012, 2014 and 20TFhe
increasing price of petroleum contributed to th&.8272 million surplus in the balance of payment2011. In
2012, an increase in Government investment coreibuo a deficit of U.S.$581.9 million. In 2013pn a
improvement in the financial account that was tbgult of an increase in bilateral debt and cornedimg loan
disbursements contributed to a balance of paymsnfdus of U.S.$1,845.9 million. However, the catraccount
deficit of U.S.$930.5 million registered in 2013resents a decrease compared to the U.S.$165i8malirrent
account deficit registered in 2012. This defisittie result of an increase in imports, particylarith respect 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 decedafom U.S.$2,917.9 million in 2013 to U.S.$3268lion in
2014 as a result of a decrease in investment &oydéar. However, the current account improved feodeficit of
U.S.$926.6 million in 2013 to a deficit of U.S.$5@5million in 2014. This improvement was due te th
improvement in the trade balance from a deficty.$528.6 million in 2013 to a deficit of U.S.$63nillion 2014.
This improvement resulted from an increase in nemgeum exports in 2014, particularly banana amdihg
exports.

In 2015, Ecuador’s balance of payment deficit gtew).S.$1,488.4 million as a result of a decreagbé
current account. The current account decreased fodeficit of U.S.$526.7 million in 2014 to a aifi of
U.S.$2,122.2 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 imiilin 2014 to a deficit of U.S.$1,649.8 in 201%ieh resulted
mainly from a decline in the price of oil. In thecend quarter of 2016, there was a balance of patymeplus of
U.S.$854.5 million, a decrease of U.S$210.2 millawmpared to the U.S.$1,064.7 million balance ofmpent
surplus for the second quarter of 2015.

In Ecuador, total direct foreign investment hasaased over the five-year period from 2011 thro2@hb5,
from U.S.$643.7 million in 2011 to U.S.$1,321.4lioit in 2015. This increase was due to continuingstment
in Ecuador’s infrastructure, in particular, its ettecity and water sectors. In the second quanfe?016, direct
investment totaled U.S.$206.1 million, a decreasepared to the U.S.$279.2 million total for theaswt quarter of
2015.

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 crildmorts (51%), though there were also decreasathrimp
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. Overall expdids the first nine months of 2016 totaled U.S. 382 million, a
decrease of 14.6% from the U.S.$14,243 milliontife first nine months of 2015 due to the declinéhim price of
oil.

Although the levels of imports increased from 284 2015, the rate of increase has declined overfitre-
year period due to the Republic’'s promotion of dstieeproduction. In 2011, imports increased byl%®.
compared to the previous year, while the rate oféase declined to 4.3% in 2012, increased slightl§.1% in
2013 and declined to 2.6% in 2014. In 2015, impttaled U.S.$21,518 million, compared to U.S.$28,million
for 2014 registering the first decrease in thelkwad imports in the past five years. This deceeimsthe level of
imports was due to budget adjustments that lintlhedamount of investment to be used in the purch&saports.
In the first nine months of 2016, imports totalecS1$11,745 million, as compared to the U.S.$16mdlion for
the first nine months of 2015, a 30.1% decreadalynas a result of a decrease in demand.

Monetary System

Since taking office the Government of Presidentr€ihas prioritized the stabilization of the moneta
system and promoted the safety of the financigkaysAs of December 31, 2015, the Ecuadorian bangystem
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had a total of 22 banking institutions, of whicheomas a foreign-owned bank and one was a stateeblarek.

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 avéyadiilcredit for the year. As of October 31, 201dtal time and
demand deposits increased to U.S.$27,100 millioninarease of 11.4% compared to October 31, 201Ibis
increase was due to the recovery in oil pricesfarglgn investment which have increased liquiditg aesulted in
an increase in savings deposits and cash deposits.

Total assets of the banking system increased fra&$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.$30.9 billion, a decreas8%fsince
December 31, 2014. This decrease in total asselise to the decrease in time and demand depog@lb. Total
assets of the banking system increased from U.R$dbion as of October 31, 2015 to U.S.$34.0iduill as of
October 31, 2016, an increase of 10%. This increaseprincipally due to the increase of reserveth@Central
Bank and growth in liquidity throughout 2016.

With respect to the various sectors, most loarr@sterates remained stable during the period frodil 2
through 2014 with the corporate lending interest ramaining at 8.2%, and consumer lending ratesireng at
approximately 15.9% from 2011 to 2013 and increasightly to 16.0% in 2014. In 2015, the Comnettef
Monetary and Financial Policy Regulation establishew categories of credits in the financial seetml fixed the
maximum interest rates for these categories. Wollg this change in categorization, in 2015 the keyporate
lending interest rates increased above the compdeating interest rate in 2014, from 9.1% to 9.2#5.2015, the
priority consumer lending interest rate remainetina with the general consumer lending interest evailable in
2014 at 16.0%, and the ordinary consumer lenditerast rate increased above this rate to 16.2%. nkwe
information regarding changes to categories ofr@sterates, see “Monetary System — Interest RatdsMoney

Supply.”

Average loan interest rates on short-term and teng-loans increased from 8.2% in 2011 to 9.1%0ib52
primarily due to the effect of the rise in interestes by the United States Federal Reserve. Qtinmsame period,
the average interest rates on deposits increasad4r5% in 2011 to 5.1% in 2015 due to the increastemand
deposits with high interest rates.

From 2011 to 2015, the banking system’s delinqueraty 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.$284amilln 2014, the delinquency rate increased t&62 &s a result
of the increase in delinquency rates in consumedity from 4.7% to 5.5%. In 2015, the delinqueratg increased
to 3.7% due to the increase in delinquency ratesimmercial credits from 12.7% to 14.3% as wellhesdecrease
in the total loan portfolio. As of October 31, Blhe delinquency rate increased to 4.3% despiteeased
liquidity because the increased liquidity has net gesulted in a corresponding growth in the loartfplio and
accordingly has not yet led to a growth in non+sulient loans which growth would decrease the dveral
delinquency rate.

In September 2014, the National Assembly enactedCtidigo Organico Monetario y Financierthe
“Monetary and Financial Law”) in order to addressaknesses of the Republic’s financial system stexgrinom
the banking crisis in 2000. To achieve its objexgj the Monetary and Financial Law creates a mgwlatory body,
the Junta de Politica y Regulacién Monetaria y Finamaigthe “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 Economicéhe “Ministry of Economic Palicy”), office of théational Secretary of
Planning and Development, and a delegate appdoytéide President. The principal function of thencoittee is to
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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 the Superintendent of Banks (defined heregarding their budget, purpose, and supervisaod sets
forth reporting requirements to the Committee ofndi@ry and Financial Policy Regulation. The lasoaxplicitly

establishes that certain accounts in the CentrakBacluding the accounts used for the depositthefCOSEDE
and the Liquidity Fund, are subject to sovereigmimity and cannot be subject to attachment of amg. k

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. Throtinig 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,lm@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, théey Organica para el Equilibrio de las Finanzas Rdéas (“Law to Balance Public
Finances”) was published with the purpose of stitezrgng dollarization, correcting abuses in taxdfigs and
redistributions and generating a change in Ecuadarating habits. According to a March 19, 20lsoancement
by President Correa, the law would also generatitiadal revenue needed to offset the decline irpaces. In
order to achieve its goals, the law regulates aisgdodrages 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 Tdw also
seeks to halt currency outflows by discouragingtthasfer of large amounts of cash and encouragstgad the
use of electronic means of payment.

On July 8, 2016, the Executive Board of the IMF aoded its annual Article IV consultation with
Ecuador. The consultation took place in Washingie. through discussions with officials, and vialeo
and telephone conferences with individuals in thblip and private sector in Ecuador. According Website of
the IMF, Ecuadorian authorities need more timeasaer the publication of the IMF report and thkated press
release.

On November 24, 2016, the Monetary and FinancidicyP@and Regulation BoardJgnta de Politica y
Regulacion Monetaria y Financierassued Resolution No. 273-2016-F, which incredsesn 2% to 5% the
reserves that financial institutions with more thau$.$1 billion in assets are required to holdhat Central Bank.
This resolution is expected to reduce the liquidify these financial institutions' Central Bank d&po by
approximately U.S.$750 million.

Public Sector Finances

For the five-year period from 2011 to 2015, the anf total revenues totaled approximately 89%hef
budgeted targeted amount. During the five-yearogerom 2011 through 2015, the Central Governnierdget
deficit as a percentage of GDP increased from Ir62011 to 3.8% in 2015. During the same five-ygeniod, the
budget deficit for the non-financial public seciiocreased from 0.1% in 2011 to 5.1% in 2015. Tieedases in the
deficit from 2011 to 2013 were due to increasedastfucture spending. The increases in the déficd014 and
2015 were due to an increase in wages and sakangtdower petroleum revenues for both years. Hewethe
decrease in the deficit from 2014 to 2015 was éselt of budget adjustments undertaken by Ecuaddirisstry of
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Finance (outlined below). Total expenditures foe thon-financial public sector totaled U.S.$38,6wiflion
(equivalent to 39.0% of GDP) and total revenuesi¢ot U.S.$33,586 million (equivalent to 33.9% of D

Total revenues of the Central Government for thgt fiine months of 2016 were U.S.$13,822 million,
while total expenditures were U.S$16,043 milliofhis results in a deficit of U.S.$2,221 million ftire first nine
months of 2016, an increase compared to the defidd.S.$892 million for the first nine months dd15. This
increase in the deficit is primarily due to deceshpetroleum revenue.

In the first nine months of 2016, the non-finangablic sector registered a deficit of U.S.$3,330ion
compared to a deficit U.S.$618 million in the firshe months of 2015. This increase in the defigs due to a
decrease in the revenues from the sale of oil ¢xpaused by the decrease in the price of oil duhie time period.
In the first nine months of 2016, total revenuestf@ non-financial public sector totaled U.S.$28 illion, a
decrease from U.S.$26,524 million in the first nimenths of 2015. In the first nine months of 201dal
expenditures for the non-financial public sectealied U.S.$25,128 million, a decrease compared $$27,142 in
the first nine months of 2015.

On October 31, 2015, the executive branch presatmed®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 bibiaginally
proposed for the 2015 budget and a 12.4% decrearsetfie U.S.$34.1 billion adjusted budget for 201t5assumes
an average crude oil price of U.S.$35.00 per banteich represents a 56% decrease from the U.S.@7@r barrel
assumption of the original 2015 budget. The dmaftiget also estimates that there will be a budgétid
equivalent to 2.4% of GDP and a GDP growth of 1E&cluding financing, the initial draft budget prdes for
U.S.$25.7 billion in expenses, comprised of U.R%dllion in salaries and wages, U.S.$4.7 billionconsumer
goods and services, U.S.$3.4 billion in capitai$fars and donations, U.S.$4.4 billion in otheestment expenses
and U.S.$4.5 billion in other expenses. Total reesnunder the draft budget are U.S.$23.2 billiorgjuiding
U.S.$17.3 billion in taxes, rates and contributiddsS.$4.8 billion in current transfers and donadi@and U.S.$1.2
billion in other revenues. The draft budget, asspnted, was approved by the National Assembly@reidber 24,
2015 and became effective on January 1, 2016.

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 20déget would
be adjusted by approximately U.S.$800 million. Tiaister specified that approximately U.S.$400limil would
be reduced from investment and current expenseshatdhere would also be reductions to the budgkthe
Autonomous Decentralized Governments. As of thie dd this Offering Circular, the Ministry of Finee has
made reductions in their estimates of revenue &stscfor non-petroleum revenue by U.S.$780 millionpme tax
by U.S.$507 million, value added tax by U.S.$818iom, and the Currency Outflow Tax by U.S.$209 Iroil as
compared to the original 2016 Budget revenue fatscaln addition, while making reductions to pemnerat
expenses by U.S.$203 million and wages and salayiés S.$284 million, the Ministry of Finance hasreased its
projected expenses for the provision of goods @&ndces by U.S.$137 million and other non-permaroasts by
U.S.$965 million, both as compared to the origi2@l6 Budget revenue forecasts. The Ministry ofakte has
also increased its estimated projection for finaggieeds from U.S.$6,602 million to approximatel\$12,878
million. These adjustments are expected to incréesedeficit by approximately U.S.$982 million.

Pursuant to Article 295 of the 2008 Constitutionring a presidential election year, the nationaldet 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 the next president, which reslaled to begin on May 24, 2017. In the interienignl, Article
107 of the Public Planning and Finance Code previtiat the total amount of the budget for the miexeyear,
which in this case is the 2016 Budget, as initialpproved by the National Assembly, will be usedhesworking
budget for 2017 until the 2017 Budget is approvédticle 118 of the Public Planning and Finance €gdants the
Ministry of Finance the authority to modify any apped budget in an amount up to 15% of any approved
allocation. The Ministry of Finance will have thathority to modify the 2016 Budget while it is bhgiused as the
working budget for 2017 and until the 2017 Budgetpproved.




Public Debt

Total public external debt increased from U.S.$@®Million in 2011, which represented 12.7% of G,
U.S.$20.23 hillion in 2015, which represented 20@@DP. This increase in debt was primarily duéncreased
debt from bilateral lenders. The total public et debt grew to U.S.$22.6 hillion by June 30,&0This increase
is primarily due to a credit line facility with asortium of banks led by Industrial and CommerBahk of China
Limited, the Export-Import Bank of China ("China iExBank"), and China Minsheng Banking Corp, degtdib
below.

Total public internal debt decreased from U.S.$3@.8 million in August 2016 to U.S.$12,533.0 mitlio
in October 2016. This decrease of U.S.$831.8 anilivas primarily due to an exchange offer of loagw
government bonds held by the Central Bank. Theidifin of Finance exchanged U.S.$778.99 million foé t
Central Bank’'s government bonds for U.S.$780.07lionil short-term treasury notes (CETES) issued by th
Ministry of Finance which have a term of less tluere year. Under Ecuadorian law, CETES are notidered
public debt obligations because they have a tewnteshthan 360 days, although there is no limithe® number of
times that they can be renewed. As a result ofettehange, the Ecuadorian government can issueicaddi
domestic long term bonds (up to the amount exctdiof&).S.$778.99 million) in order to finance mais. For
more information regarding CETES, see “The Ecuadoftconomy — Economic and Social Policies— Public
Planning and Finance Code.”

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 tiotat 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&d#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 & September 30, 2015, the top three bilateraldes to Ecuador
were China, Brazil and Spain, with debt levels a5185,206.4 million (86.60% of the total bilaterdébt),
U.S.$311.3 million (5.18% of the total bilateralbtfeand U.S.$137.3 million (2.29% of the total télal debt)
respectively. As of October 31, 2016, the topehateral lenders to Ecuador were China, Bramd Spain, with
debt levels of U.S.$ 6,842.0 million (89.3 % of tintal bilateral debt), U.S.$ 249.8 million (3.26 of the total
bilateral debt) and U.S.$ 132.3 million (1.72 %loé total bilateral debt) respectively.

The Government is current on all of its obligatidbo®ilateral lenders.

In 2008, Ecuador defaulted on its interest paymértshe 2012 and 2030 Bonds (as defined in “Public
Debt — Debt Obligations” herein) in the aggregateoant of approximately U.S.$157 million and priradip
payments of approximately U.S.$3,200 million. 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 the22&id 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 amndrest on the 2015 Bonds on December 15, 2015.

On June 17, 2014, the Republic successfully issi&i$2 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 raldatbric
projects and other infrastructure projects conterepl in its National Development Plan.

On March 24, 2015, the Republic successfully isSu&ti$750 million of Bonds due March 2020 with a
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coupon of 10.50% (the “Original 2020 Issuance”)180% of the purchase price. The Republic re-opahed
Original 2020 Issuance on May 19, 2015 and suagkgs$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 moginteiaterest
payment on the 2020 Bonds, which was due on Sepgteg#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 paydhle.Republic used the proceeds of the 2020 Bonfisance

its various hydroelectric projects and other infiature projects contemplated in its National Depment Plan.

On July 28, 2016, the Republic successfully isdu&21$1,000 million of Bonds due 2022 with a coupbn
10.75% (the “Original 2022 Issuance”) at 100% & thurchase price. The Republic re-opened the i2igl022
Issuance on September 30, 2016 and successfuligdsan additional U.S.$1,000 million of Bonds girice of
100%, also due 2022 (together with the Original2B&uance, the “2022 Bonds”). The Republic igeruron its
financial obligations under the 2022 Bonds andndeto make all payments as they become due aradblgayThe
Republic used the proceeds of the 2022 Bonds émd@ its various hydroelectric projects and oth&astructure
projects contemplated in its National DevelopmdahP

Ecuador’s other significant external debt transastin 2015 include 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 are to be used for eligible infrastructame development projects in Ecuador. On the sdate Ecuador
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 agrednihe initial priority list includes 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 entemsid a Foreign Purchase Credit Agreement with
Deutsche Bank Sociedad Andnima Espafiola. The ipato be used to purchase radar equipment and other
equipment for the air defense of Ecuador. Thigament provides for a U.S.$88 million facility te bepaid in a
term of nine years.

On March 31, 2015, Ecuador entered into a thirtgear, U.S.$85.7 million facility agreement with the
Bank of China Limited, Panama Branch (U.S.$60.Qionil commitment) and Deutsche Bank AG, Hong Kong
Branch (U.S.$25.7 million commitment). The proceetf this facility are to be used for the restamatiand
improvement of the Sigchos-Chugchilan and BuensaW&ga Rivera-Paccha-Zaruma Highways.

In January 2016, Petroecuador entered irtcedit agreement for a facility of up to U.S.$97lion from
a consortium of banks led by Industrial and Commaémank of China Limited, China Exim Bank, and Gi
Minsheng Banking Corp., Ltd. The first tranche oBl$820 million was disbursed in February 2016e Tdcility
relates to a multi-party contractual structure Iavgg a crude oil delivery contract entered intahwPetroChina.
The credit has an interest rate of three-monthrghas 6.2% and 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 phaserathay. The loan agreement has a 3% interesanate term of
20 years.

On April 29, 2016, Ecuador entered into an eiglaryean agreement with China Development Bank for
U.S.$2 billion. The agreement relates to a mudtity contractual structure involving a crude oilivkry contract
entered into with PetroChina.

On July 15, 2016, Ecuador’s Ministry of Finance dhd Official Credit Institute of Spairinstituto de
Crédito Oficial), acting for Spain, entered into a U.S.$183.6iamlcredit agreement for the financing of the syppl
of rolling stock, auxiliary vehicles, workshop teand equipment and parts for Quito’s first meitre.|

On July 28, 2016, IESS entered into two loans f@.$65.0 million and U.S.$13.3 million, respectyel
both with Deutsche Bank, Sociedad Andénima Espafadagent, various other financial institutionsjresidated
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lead arrangers and Ecuador, acting through itsdiiniof Finance, as guarantor. The loans are teepaid over a
term of seven years and are to be used to findreceanstruction and outfitting of hospitals in tity of Guayaquil
and the 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 epecgyams.

On November 14, 2016, the Republic entered into%$175 million loan with the European Investment
Bank. The Republic intends to use the proceedbelioan towards reconstruction efforts in the sriet were
affected by the Pedernales Earthquake.

On November 17, 2016, the Republic, acting throtgMinistry of Finance, entered into a twenty year
U.S.$102.6 million loan facility with China Exim Bk to be used to finance the survey, design andtaation
with respect to the Santa Ana Aqueduct Hydrauleg8tOne 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 beldsered to PTT International during the 5-yeantaf the contract.
On December 6, 2016, Petroecuador signed a fusht#l and purchase contract with Oman Tradingratenal
Ltd (“OTI"), pursuant to which Petroecuador willoeve an initial prepayment of U.S.$300 million ghoafter
signing for fuel oil to be delivered to OTI duritige 30-month term of the contract. In connectiotihveach contract,
the Republic has agreed to refund to the purchasgrsamounts of the prepayments and related sgehdor
advance payment which are not otherwise satisheough the delivery of crude oil or fuel oil, respeely, or
refunded by Petroecuador in accordance with th&acts.

On July 15, 2008, Petroecuador and Petroleos deAdeta Ecuador, S.A. (“PDVSA Ecuador”) formed a
new entity called RDP (defined herein) in whichrBetuador is currently the majority shareholder¥%plnd
PDVSA Ecuador is the minority shareholder (49%PPRwill develop a refinery project with the samen®ato be
built in the municipality of Manta, Manabi Provinosith a total nameplate capacity of 300,000 bgde land
rights and environmental licenses necessary told@WwRDP have already been obtained, and a prelmihetailed
feasibility study of the project is complete. Tlotat estimated investment for RDP is approximat&ly.$15 billion.
Negotiations are ongoing to provide financing foe project. In the event RDP is able to obtaiarfiting through
debt for this project, it is not clear whether mwd be able to do so while remaining within thé&#public debt to
GDP limit as further described in “Public Sectondtices — Fiscal Policy.” Construction has commeracel the
project is scheduled to be completed by year-e2d 20

On October 25, 2016, pursuant to Article 147, Géaa8 of the 2008 Constitution, President Correa
exercised his presidential authority to issue imm@eting regulations and signed Decree No. 1218df@&=1218"),
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% establishedAnticle 124 of the Public Planning and Finance €bés been
exceeded. Under Decree 1218, the Ministry of Fieamil now use the Total Consolidated Public Debt
methodology set out in the Manual of Public FinaStatistics of the IMF (the “IMF GFS”). The IMF GFwhich
was published in 2001, provides that the presemtaif government financial statistics, includingatgublic debt,
should be calculated on a consolidated basis rdfiaer on an aggregate basis. According to the GBS, the
consolidation methodology presents statistics fgraap of units as if accounting for a single udit.the context of
total public debt, this means that debt that fldvesween governmental units or entities or betwdwndentral
government and these governmental units or en{ltiesa-governmental debt") is not included in tedculation of
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total public debt. In contrast, the aggregationhodblogy, which the Ministry of Finance used ptioDecree 1218,
does include intra-governmental debt in the catmriaof total public debt. By changing the mettafctalculating
total public debt from an aggregation methodologyat consolidation methodology, Decree 1218 effebyiv
eliminates certain types of debt from the calcatatind, by extension, reduces the amount of totialigpdebt taken
into account for purposes of the 40% total pubibtdo GDP ceiling. For a description of the risksiny action by
the Government in relation to the 40% public debtGDP limit, see Risk Factors — Risk Factors relating to
Ecuador — The Republic may incur additional debgdmel what investors may have anticipated as a rexuh
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.”
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Selected Economic Indicators

For the Year Ended December 31,

For the Six Months
Ended June 30,

2011 2012 2013 2014 2015 2015 2016
(in millions of U.S. dollars, except percenta¢
The Economy
Nominal GDF.. . 79,27 87,92t 95,13( 102,29. 100,17 50,539 48,46¢
Real GDFY ... 60,92¢ 64,36: 67,54¢ 70,24 70,35¢ 35,40¢ 34,31¢
Real GDP growt ........ccceevvveeneennn, 7.9% 5.6% 4.9% 4.0% 0.2% 1.8% -3.1%
For the Twelve Months
For the Year Ended December 31, Ended November 30,
2011 2012 2013 2014 2015 2015 2016
(in millions of U.S. dollars, except percentages)
Annual inflation...........cccceeeiiieecivicenn. 5.4% 4.2% 2.7% 3.7% 3.4% 3.4% 1.1%
For the Year Ended December 31, As of October 31,
2011 2012 2013 2014 2015 2015 2016
(in millions of U.S. dollars, except percentages)
International reservés....................... 2,958 2,483 4,361 3,949 2,496 3,308 4,275
For the Quarter Ended
For the Year Ended December 31, June 30,
2011 2012 2013 2014 2015 2015 2016
(in millions of U.S. dollars
Balance of Payment$® ©
EXPOrts®....oieen, 23,08: 24,56¢ 25,58: 26,59' 19,04¢ 5,113 4,460.
IMPOrts®........oovviierireinenn. 23,385 24,519 26,115 26,660 -20,699 -5,30¢ -3,617.¢
Trade balanc®.. -303 50 529 -63.5 -1,650 -193 842
Services balanc®...........c...coceeeene. -1,56% -1,39¢ -1,420 1,171 -805 212 -14¢€
Current account surplus/deficit
of the balance of paymerfts........... -402 -168 927 526 2,122 273 865

13




For the Nine Months

The Economy
Unemployment Ra®....................

Non-Financial Public Sectol
Total revenue.....
Total expenditure..........ccccceveeenenne
Surplus/DefiCi.....ccceeviieciieiiiieins
As % of GDP®

Central Government
Total revenue..........ccoceeveereerinene.
Total expenditure..........cccccevveenenne
Surplus/DefiCi.....cccceiiieiiieiiieccs
As % of GDPY ..o,

Public Debt®
Total External Debt.............c.c......
Total External Debt (as % of GDP)
Total Internal Debt...........ccceueeee.
Total Internal Debt (as % of GDR)
Total Public Debt.........c.ccccoeeenn.
Total Public Debt (as % of GDR)..

For the Year Ended December 31, Ended”
2011 2012 2013 2014 2015 2015 2016
(in millions of U.S. dollars, except percenta¢
4.21% 4.12% 4.15% 3.80% 4.77% 4.28% 5.20%
31,19( 34,57( 37,26( 39,03: 33,58¢ 26,52« 21,79¢
31,290 35,394 41,60 44,34¢ 38,67¢ 27,14: 25,12¢

-100 -824 -4,34¢ -5,31¢ -5,091 -61¢€ -3,33(

-0.1 -0.9 -4.6 5.3 5.1 -1.2 -6.9
17,198 19,523 20,40( 20,38: 20,34« 16,01( 13,82:
18,435 21,240 25,86: 26,79« 24,14¢ 16,90: 16,04
-1,23¢ 1,717 -5,461 6,41 -3,80¢ -89z -2,221

1.6 2.0 5.8 6.4 -3.8 1.8 4.6

For the Year Ended December 31, As of October 31®
2011 2012 2013 2014 2015 2015 2016
(in billions of U.S. dollars)

10.06 10.87 12.92 17.58 20.23 20.31 24.58
12.7 12.4 13.6 17.2 20.2 20.3 25.5
451 7.78 9.93 12.56 12.55 12.10 12.53

57 8.8 10.4 12.3 12.5 12.1 13.0

14.56 18.65 22.85 30.14 32.77 32.42 37.11

18.4 21.2 24.0 29.5 32.7 32.4 38.6

(1) Real GDP measures the Gross Domestic Prodistuador minus the effect of inflation. The CehBank of Ecuador uses 2007 as its base year lfoaall
number calculations. GDP Information is from then@al Bank Quarterly Bulletin for the Second Qerdf 2016. Percentages of GDP are calculateti®n 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, Ecuadgukéeely 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 Payis8 tables on pages 80-81.

(4) Unemployment figures based on figures filostituto Nacional de Estadistica y Cengtisational Institute of Statistics” or “INEC”). é.a percentage of

economically active population.

(5) Debt figures in this Offering Circular aresied on information from the Ministry of Finance'sgiember 2016 Debt Bulletin and reflect data fqut&mber

2016 unless otherwise indicated.

(6) Balance of payments data is published by thet@l Bank on an annual and quarterly basis. Nusieflect second quarter 2016 information.
(7)  Unemployment figures for these periods aref&@eptember 30, 2015 and 2016, respectively.
(8) Debt to GDP percentages for September 204 @alculated using estimates from the MinistriFiofince 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,
the detailed information appearing elsewhere i tBiffering Circular.

Issuer:

Issue Amount:

Securities Offered

Issue Format:

Issue Price

Issue Date

Maturity Date:

Interest:

Interest Payment Dates

Form:

Denominations:

Ranking:

Withholding Tax and Additional
Amounts:

The Republic of Ecuadi

U.S.$750,000,0C.

U.S.$750,000,000 principal amount of 9.650% notes 2D2¢
Rule 144A/Regulation ¢

100.000% plus accrued interest, if any, from Decamnil3, 201¢
December 13, 201

December 13, 20z

9.650% per annum, computed on the basis of -day year of twelve :
day months.

Each June 13 and December 13 of each commencing on June
2017.

The Notes will be represented in the form of globakes, withol
coupons, registered in the nominee name of the aymaepositary fc
Euroclea and Clearstream for the accounts of its partidipa Notes i
definitive certificated form will not be issued exchange for the glokt
notes except under limited circumstances.

The Republic will issue the Notes only in denomiorag ¢ U.S.$200,00
and integral multiples of U.S.$1,000 in excesseahgr

The Notes will be general, direct, unsecured, uosiibated an
unconditional obligations of Ecuador, will be badKsy the full faith an
credit of Ecuador and will rank eaglly in terms of priority with Ecuador
External Indebtedness (other than Excluded Indeletes), provided, thi
such ranking is in terms of priority only and does require that Ecuad
make ratable payments on the Notes with paymentieroa its othe
External Indebtedness.

Unless otherwise required by law, Ecuador will malleprincipal ani
interest payments on the Notes without withholdargdeducting an
present or future taxes imposed by Ecuador or ahytso political
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Representations and Covenant

Events of Default:

subdivisions or taxing authorities. If Ecuadorequired by law to dedu
or withhold taxes, except to the extent providadirio‘Description of th
Notes —Additional Amounts,” Ecuador will pay the holderkthe Note:
such additional amounts as may be necessary toestisat they recei
the same aount as they would have received without any wittiing or
deduction.

The Republic will agree to comply with, among o#ethe followin¢
covenants:

a) The Republic will obtain and maintain in full for@nd effect a
Ecuadoran Authorizations necessary under the laws of Boudor
the execution and delivery of, and performance gy Republi
under, the Notes and the Indentuoe for their validity ol
enforceability, and take all necessary and appatgrizgovernment
and adhinistrative actions in Ecuador in order to be ablenake a
payments to be made by it under the Notes anchttenture.

b) The Republic will ensure that at all times its ghlions under tt
Notes are general, direct, unsecured, unsubordinasgc
uncorditional obligations of Ecuador and will be backeyl the full
faith and credit of Ecuador and ensure that theduill rank equall
in terms of priority with Ecuador’s External Indetihess (other th
Excluded Indebtedness), provided, that, such rgnisnin terms c
priority only and does not require that the Repulsiiake ratabl
payments on the Notes with payments made on iter dixterne
Indebtedness.

c) The Republic will use its reasonable best effartfist and thereaft
to maintain the listingof the Notes on the Luxembourg St
Exchange.

d) The Republic will not create or suffer to exist, p@rmit the Centr:
Bank to create or suffer to exist, any Lien upog ahits present «
future assets or revenues to secure or otherwieeidgr for the
payment of any External Indebtedness of Ecuaddn@Central Ban
unless, on or prior to the date such Lien is cokate comes int
existence, the obligations of the Republic under Notes and tt
Indenture are secured equally and ratably with skotterna
Indebtedness, subject to certain exceptions.

The Notes will contain, among others, the followmgnts of default, tt
occurrence of which may result in the acceleratdrnthe Republic’
obligations under the Notes prior to maturity:

a) The Republic fails, on the applicable payment detgj) make an
payment of principal or Maké/hole Amount on the Notes (unle
such nonpayment is due to an administrative or technicarexnd i
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b)

c)

d)

e)

9)

h)

remedied within five Business Days of the dahen such payment
due) or (i) make any payment of an interest amamAdditiona
Amount on the Notes within 30 days of the date whech paymel
is due.

The Republic fails to perform or comply with anyhet obligatior
under the Notes or under thedenture and Ecuador does no
cannot cure that failure within 30 days after itei@es written notic
from the Trustee or holders of at least 25% ofabgregate princip
amount of the Notes then outstanding regardingdatsult.

The Republic, oa court of proper jurisdiction, declares a moratm
with respect to the payment of principal of, orem@st on, Ecuadol
External Indebtedness (other than Excluded Indeletes).

The Republic fails to make any payment in respéciny Externe
Indebtelness (other than Excluded Indebtedness) in aneggt
principal amount in excess of U.S.$$50,000,000téoequivalent i
any other currency) when due (as such date mayxtended b
virtue of any applicable grace period or waiver).

The holders of ateast 25% of the aggregate outstanding prin
amount of any External Indebtedness (other than lulrc
Indebtedness) having an aggregate principal amourgxcess ¢
U.S.$50,000,000 (or its equivalent in any otherenty), accelera
or declare suctexternal Indebtedness to be due and payabl
required to be prepaid (other than by a regularthedule
prepayment), prior to its stated maturity, as aultesf Ecuador’
failure to pay the principal or interest on suchdfxal Indebtednes
and suchacceleration, declaration or prepayment is not Eeahior
rescinded within 30 days.

The Republic denies, repudiates or contests anytsofpaymen
obligations under the Notes or the Indenture in @mél
administrative, legislative, judicial or arbitralroceeding or ar
constitutional provision, treaty, law, regulatiodecree, or othi
official pronouncement of the Republic, or any fidacision by an
court in the Republic having jurisdiction, rendérsinlawful for the
Republic to pay any amount daa the Notes or to perform any of
obligations under the Notes or the Indenture.

The Republic fails to maintain its membership ia tNMF or ceases
be eligible to use the resources of the IMF.

The Republic fails to maintain its membership injts eligibility to
use the general resources or equivalent of, an@A#, FLAR anc
IDB.

There shall have been entered against the Repablibe Centr:
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Use of Proceed:

Collective Action Clauses

Bank in a matter related to External Indebtednesthe( tha
Excluded Indebtedness) a final judgmerdcrée or order by a co
of competent jurisdiction from which no appeal ni®y made, or

made within the time limit for doing so, for theypgent of money i
excess of U.S.$50,000,000 (or its equivalent irtlegrocurrency) ar
120 days shall have padssince the entry of any such order witf
Ecuador having satisfied such judgment.

j) There shall be made against the Republic or thdr@leBank in
matter related to External Indebtedness (other tlaludec
Indebtedness) an arbitral award by a tribwiaompetent jurisdictic
from which no appeal or application to a tribunal @urt o
competent jurisdiction to set aside may be mades wrade within th
time limit for doing so, for the payment of monay éxcess ¢
U.S.$50,000,000 (or its equivalkein another currency) and 120 d
shall have passed since the making of any suchdawdhout the
Republic having satisfied the award.

The Republic will use the proceeds of U1,000,000,000 of the Notes
accordance with the limitations of the Public Plagnand Finance Cor
(defined herein), as further described in “Use rmicBeds.”

The Notes will contain provisions, commonly knows1“aollective actio
clauses,” regarding acceleration of the Notes anting on futur
amendments, modifications and waivers to the temusconditions of tt
Notes. These provisions, which are desdilie the sections entitl
“Description of the Notes —Events of Default” and “Description of t
Notes — Modifications -€ollective Action,” differ from those applicable
certain of the Republic’s outstanding External btdeness (as defin
herein). Uhder such provisions, the Republic may: (a) ambedpaymer
provisions of the Notes and certain other resematters with the conse
of the holders of 75% of the aggregate amountebiltstanding Notes a
other non-reserved matters with the consent ohthheers of 664% of the
aggregate amount of the outstanding Notes; nflake reserved mat
modifications affecting two or more series of deeturities with th
consent of (x) holders of at least8k of the aggregate principal amao
of the outtanding debt securities of all series that wouldalfected b
that reserved matter modification (taken in agggand (y) holders
more than 50% of the aggregate principal amounth@foutstanding de
securities of each affected series (takenviddilly); or (c) make reserv
matter modifications affecting two or more seriéslebt securities wil
the consent of holders of at least 75% of the agdeeprincipal amount
the outstanding debt securities of all affectedeseftaken in aggregate
provided that the Uniformly Applicable condition satisfied, as mo
fully described in “Description of the Notes — Mbdations —Collective
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Transfer Restrictions:

Listing:

Action.”

The Notes have not been and will not be registeretkr the Securiti
Act, and will be subject to restrictions on transfditgband resale. Se
“Transfer Restrictions.”

Application has been made to list the Notes on Ltheembourg Stoc
Exchange and to have the Notes admitted to tradinghe Euro MT!
Market.

Absence of a Public Market for the The Notes will be a new issue of securities, aretehis currently n

Notes:

Trustee, Registrar and Transfer
Agent:

London Paying Agent
Luxembourg Listing Agent,
Transfer Agent and Luxembourg

Paying Agent:

Governing Law:

Submission to Arbitration:

established market for the Notes. The Republic tiedLead Manag
cannot provide any assurances that a liquid mdidethe Notes wil
develop. The Lead Manager has advised the Republic thatriewtly
intends to make a market in the Notes. Howeves, riiot obligated to ¢
so, and any marketaking with respect to the Notes may be discontd
without notice.

The Bank of New York Melloi

The Bank of New York Mellon, London Bran

The Bank of New York Mellon (Luxembourg) S

The Notes will begoverned by the laws of the State of New York, pk
for the terms concerning submissions to arbitratishich will be
governed by English law.

(&) Any dispute, controversy or claim of any natureiag out of
relating to or hawvig any connection with the Indentt
including any dispute as to theexistence, validity
interpretation,  performance, breach, termination
consequences of the nullity of the Indenture (asfie”
where the Republic is either a party, claimantpoedent o
otherwise is necessary thereto, will not be retetoea court ¢
any jurisdiction and will instead be referred todafinally
resolved by arbitration under the Rules of the LGIACIA
Rules”) as at present in force as modified by théehtur:
which LCIA Rules are deemed to be incorporated Breace
In particular:

m

0] There will be three arbitrators.
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(i) Each arbitrator will be an Englighr New York
qualified lawyer of at least 15 years’ stanc
with experience in relation to internatio
banking or capital markets dispute#\t leas
one of those arbitrators will be a law
qualified in New York.

(iii) If there are two parties to the Didpu eacl
party will be entitted to nominate @
arbitrator. If there are multiple claimants an
multiple respondents, all claimants and/ot
respondents will attempt to agree upon 1
respective nomination(s) such that
claimants will together bentitled to nominat
one arbitrator and the respondents will toge
be entitled to nominate one arbitrator. |If
such party or multiple parties fail to nomin
an arbitrator within thirty (30) days from &
including the date of receipt of the redew
request for arbitration, an arbitrator will
appointed on their behalf by the LCIA Cour
accordance with the LCIA Rules and appl
the criteria at clause (ii) above. In s
circumstances, any existing nomination
confirmation of the arbitratochosen by th
party or parties on the other side of
proposed arbitration will be unaffected, and
remaining arbitrator(s) will be appointed
accordance with the LCIA Rules.

(b) The third arbitrator and chairman of the arbitrédunal will be
appointed by the LCIA Court in accordance with telA
Rules and applying the criteria at clause (ii) abov

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

(d) The language to be used in the arbitration wilEbglish. Thi
arbitration povisions of the Indenture will be governed
English law.
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Scope of Sovereign Immunity

(e) Without prejudice to any other mode of service vaéid by
law, the Republic hereby appointaw Debenture Corpore
Services Limited, with its registered office at 5400 Woo
Street, EC2V 7EX, London, Englarfthe “Process Agent”)
its agent under the Indenture for service of predagelatior
to any proceedings before the English courts iatia to an
arbitration contemplated by the Indenture or inatieh tc
recognition or enforcemeif any such arbitral award obtair
in accordance with the Indenture.

If the Process Agent is unable to act as the Repsitdgent under tl
Indenture for the service of process, the Repuhblist immediately (ar
in any event within ten (10) days of the event rnigkiplace) appoil
another agent (a “Replacement Agent”) arnis acceptable to t
Trustee.

The Republic agrees that failure by the ProcessAge as applicable,
Replacement Agent, to notify the Republic of thecess will nc
invalidate the proceedings concerned.

Any Dispute between the Trustee and anydad or holders only al
where the Republic is not a party, claimant, regigan or otherwise
necessary thereto, will be subject to the erolusive jurisdiction of ar
New York state or United States federal courtrsittin the Borough «
Manhattan,the City of New York, and any appellate court frany
thereof, in any action or proceeding arising outoofrelating to th
Indenture (except actions or proceedings arisindeuror in connectic
with U.S. federal and state securities laws), amel Trusee and th
holders will irrevocably submit to such jurisdicticand agree that
claims in respect of such Dispute may be hearddetdrmined in suc
New York state or United States federal court.

The execution and deery of the Indenture by the Republic constitt
and the Republic’'s performance of and compliancea s obligation
will constitute, an act of commercial public credi provided under t
laws of the Republic. To the extent permitted by, lghe Repblic will
irrevocably and unconditionally agree that:

(a) the Republic submits to the jurisdiction of
Ecuadorian court and to any legal process in
Republic’'s courts (other than attachment procees
prior to recognition or enforcement of an arbitralard)
in connection with the enforcement of an arbitnabso
obtained in accordance with the Indenture, exceft
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respect to the Immune Property, which shall betled
to immunity from enforcement in accordance \
mandatory provisions of the laws of Ecuador;

(b) the Republic submits to the jurisdiction of any it
outside the Republic and to any legal process,rsro
other measures in courts outside the Republic, hvel
through service or notice, attachment in aid
execution, execution agatngroperty of any sor
actions in rem or the grant of injunctions or sfpe
performance, in connection with the enforcemenan
arbitral award obtained in accordance with
Indenture, except with respect to the Immune Pigf
which shall be immune to the fullest extent;

(c) the Republic undertakes not to invoke any defemt
the basis of any kind of immunity, for itself andfts
assets which do not constitute Immune Propert
respect of any of the foregoing legal actions
proceedings; and

(d) the Republic submits to the jurisdiction of the Eng
courts in connection with any proceeding invokihg
supervisory jurisdiction of those courts in relatim ar
arbitration conducted pursuant to the Indenture.

The levy of execution on assets of thepRblic within the territory of tr
Republic will be carried out in accordance with amdler the laws of tt
Republic.

The Republic irrevocably waives, to the fullestesttpermitted by lav
any requirement or provision of law that requites postig of a bond ¢
other security as a condition to the institutiomggecution or completic
of any action or proceeding.

An arbitral award obtained in accordance with thelehture will bi
conclusive and may be enforced in any jurisdictroaccordance wh the
New York Convention or in any other manner proviftadby law.

“Immune Property,” in accordance with the provisoof the law c
Ecuador, means:

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

(b) aircraft, naval vessels and other property of atanyl
character or used or designated for use in
performance of military functions;
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Further Issues:

(©)

(d)

(€)
(f)

(9)

(h)

()

property forming part of the cultural heritage auado
or part of its archives;

unexploited natural norenewable resources
Ecuador;

funds managed in the national Treasury Account;

assets and resources comprising available mor
reserves of Ecuador;

public domain assets used for providing public ises
in Ecuador;

national assets located in the territory of Ecuaaim
belonging to the Republic, such as streets, brj
roads, squares, beaches, sea and land located,50€
meters above sea level,

accounts of the Central Bank, whether they are
abroad or locally; and

public entities’ deposits with the Central Bank,etite
they are maintained abroad or locally.

“New York Convention” means the New York Conventiam the
Recognition and Enforcement of Arbitral Awards 1958

The Republic mayfrom time to time, without the consent of the ho#
of the Notes, create and issue additional notembdire same terms a
conditions as the Notes in all respects (or inredpects except for t
amount of the first interest payment and the igsice) provided that:

(@)

(b)

the notes are consolidated and form a single seiitex
the outstanding Notes; and

such additional notes do not have, for purposed.st
federal income taxation, a greater amount of oail
issue discount than the outstanding Ndtage as of th
date of the issue of such additional notes (regasdb
whether any holders of such Notes are subject &
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 istireg 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@uidity 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 ¢g&#j depending
upon prevailing interest rates, the market for lsimsecurities, general economic conditions, arel fthancial
condition of Ecuador. Although application hasrenade to list the Notes on the Official List ko tLuxembourg
Stock Exchange, and to have the Notes admittethding on the Euro MTF Market, there can be norasse 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 timehwaiit 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 irsdations entitled “Description of the Notes — Egeatt Default”
and “Description of the Notes — Modifications — (@ctive Action” Ecuador may: (a) amend the payment
provisions of the Notes and certain other resernaatters with the consent of the holders of 75%hefdggregate
amount of the outstanding Notes and other nonwedematters with the consent of the holders of86 of the
aggregate amount of the outstanding Notes; (b) meserved matter modifications affecting two or enseries of
debt securities with the consent of (x) holderatdkast 68% of the aggregate principal amount of the outstand
debt securities of all series that would be afi@dig that reserved matter modification (taken igragate) and (y)
holders of more than 50% of the aggregate prin@padunt of the outstanding debt securities of edigtted series
(taken individually); or (c) make reserved mattavdifications affecting two or more series of debtigities with
the consent of holders of at least 75% of the agdeeprincipal amount of the outstanding debt seesrof all
affected series (taken in aggregate), providedtttemtniformly Applicable condition 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.
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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
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 rankari passuwith new notes. The defaulted notes in this cadendt contain the “collective action
clauses” referred to in the preceding risk factdrhile the U.S. Court of Appeals for the Secondc@irs 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 ume
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 tloelaws on March 31, 2016. The U.S. Court of Appdat the
Second Circuit voted to confirm the lifting of thn on April 13, 2016. Argentina proceeded witisade of
U.S.$16.5 billion in sovereign bonds on April 1918.

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, thereforey
not be offered or sold in the United States expepsuant to an exemption from the registration irequents of the
Securities Act and applicable U.S. state securéies. Offers and sales of the Notes may also bgsuto transfer
restrictions in other jurisdictions. You should satt your financial or legal advisors for advicencerning
applicable transfer restrictions with respect ® Motes.

Credit ratings may not reflect all risks of investmin 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 recommendatioruyo ell or hold any security, and may be revisedithdrawn at
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any time by the issuing organization. Each agen@tisg should be evaluated independently of ahgroagency’'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 thte d&
this Offering Circular, the actions that the Uniteitigdom will take to effectively exit from the Eaypean Union or
the length of such process are uncertain. Thdtsestithe United Kingdom’s referendum have caused] are
anticipated to continue causing, significant newairtainties and volatility in the global financiaarkets, which
may affect Ecuador and the trading market of théedlathough exports to the United Kingdom only espnted
0.9% of Ecuador’'s exports for 2015. These unaatits could have a material adverse effect on tlobad)
economy and Ecuador's economy, fiscal conditioprospects. It is unclear at this stage what thgath of the
United Kingdom's departure from the European Umidhultimately be on the global economy, includigguador,
or the 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 aggregateoant of approximately U.S.$157 million and priradip
payments of approximately U.S.$3,200 million. TH12 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 t@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 President Correa’s adntiaison, Ecuador offered to repurchase the 20122980 Bonds
at a discount to their par value. Holders respdridehis offer by tendering substantially all b£t2012 and 2030
Bonds. Although some holders continue to hold detaulted 2012 and 2030 Bonds, Ecuador has suatigssf
repurchased additional 2012 and 2030 Bonds fronairgéng holders from 2009 onwards. For more infdiamg
see “Public Debt — Debt Obligations — 2012 and 2B8Ads and tender offer.” Ecuador has remainecention its
obligation to its other series of sovereign bondduding the 2020 Bonds and 2024 Bonds (as defiméBublic
Debt — Debt Obligations” herein), as well as onatiser debt obligations as further described inbiRuDebt —
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 ‘lRistors —
Risks Factors Relating to EcuadoEcuador is involved in a number of legal procegdi and 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 Ofliliges — 2012 and 2030 Bonds and tender offer,”hefsé
defaulted bonds may institute proceedings agamesRepublic and may seek to enforce any judgméitsnzd by
seeking to attach assets of the Republic. Anyoadby the holders of the 2012 and 2030 Bonds, grfarther
defaults by Ecuador on its sovereign debt obligetiaccould materially adversely affect the markdueeof the
Notes and the ability of the Republic to make ggatand 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&dtors — Risk Factors Relating to the Noté&eeent federal court
decisions in New York create uncertainty regardimg meaning of ranking provisions and could potlytireduce
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.
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Ecuador’s past history has been characterized byititional instability.

Between 1997 and 2007, Ecuador has had eight presijdand 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 PeasidCorrea having won re-election in 2013. Ecuador
scheduled to have presidential elections in Fepr2&x17 (the “2017 Election”). For more informatiam
presidential term limits, see “The Republic of Edola— Form of Government.” A return to an unstghbdtical
environment could significantly affect Ecuador'®@eomy and Ecuador’s ability to perform its obligat 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 ecormorasults, 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&gictors of the Economy — Oil Sector”;

» 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, mayeaskely
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 lgbaomomic 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 theetiStates or changes in the policies of the EraopgJUnion or
Ecuador's regional trading partners could impaciaor's economy.
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Emerging-market investment generally poses a graefgree 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 asfyEcuador’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 emeygmarket countries or in Latin America generally.

There can be no assurance that any crises suchoas tlescribed above or similar events will not
negatively affect investor confidence in emergingrkets or the economies of the principal countitegatin
America, including Ecuador. In addition, there daa 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 sigmfly, Ecuador’s trading partners, in particulauld find
it more difficult and expensive to borrow capitaldarefinance their existing debt. These increasstisccould in
turn adversely affect economic growth in those ¢oes Decreased growth on the part of Ecuadoesitig
partners could have a material adverse effect ennthrkets for Ecuador’s exports and, in turn, asklgraffect
Ecuador’s economy. An increase in interest ratesldvalso increase Ecuador’s debt service requirésnerith
respect to Ecuador’s debt obligations that aconberést at floating rates. As a result, Ecuadobifitya to make
payments on its outstanding public debt generaibtuding the Notes, would be adversely affected.

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

The economy of Ecuador and the Government’s bualgehighly dependent on petroleum revenues. For
example, in 2015, 18.9%f Ecuador’s non-financial public sector revenuesravderived from petroleum and
petroleum-related taxes and royalties, In resptms$iee decline in revenue attributable to theifathe price of oil
in 2015, Ecuador reduced its original 2015 buddéd.8.$36.3 billion to U.S.$34.1 billion, a decreasf 6%. For
more information, see “Public Sector Finances —-Nimancial Public Sector Revenues and Expenditurgsthe
event the price of oil was to decrease from itsrenrlevels of approximately U.S.$50 per barrelydtior’s
revenues from oil could significantly decline. Teaan be no assurance that Government revenuegpétuoieum
exports will not experience significant fluctuatioas a result of changes in the international [@eino market.
Concerns with respect to the current global reoassieakness of the world economy, terrorism, ntar&hatility
and certain geopolitical developments, such agigalliinstability in the Middle East and Venezualaay have a
potentially adverse effect on the petroleum maalset whole.

In addition, in 2015, 81.4% of Ecuador’s petrolearports by destination were to three countriese- th
United States (62.4%), Chile (13.0%), and Peru%$.0Worsening economic conditions in any of thesentries
could have a significant impact on Ecuador’s reesnuom 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 EsnuarsRefinery (see “The Ecuadorian Economy — St@atgectors
of the Economy — Oil Sector”), have led to unevade oil and petroleum derivatives production aber last few
years. While Ecuador expects to increase produdtioough the development of new fields, in patécdihe ITT
fields (see “The Ecuadorian Economy — Strategiaddemf the Economy — Oil Sector”) and has compldtes
overhaul of the Esmeraldas Refinery, future pitiopposition, budget adjustments that affect stments in oil
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exploration, natural disasters such as earthquatesiurther outages could result in a decline okrai
production. Accordingly, any sustained period e€lthe in capacity, if exacerbated by a declineiirproduction,
could adversely affect the Government's fiscal aot® and International Reserves.

OPEC members have historically entered into agra&sre reduce their production of crude oil. Such
agreements have sometimes increased global crugeicgs by decreasing the global supply of crudeSince
1998, OPEC's production quotas have contributedsubstantial increases in international crude oitgst
Beginning with the 160th Meeting of the Conferent®PEC, convened on December 14, 2011 in Viennafria,
to the present, OPEC decided to maintain a praoludével of 30.0 mbpd, including production frombia, and
also agreed that OPEC member countries would, dessary, take steps (including voluntary downward
adjustments of output) to ensure market balancea@sbnable price levels. In the 171st Meetindhef@onference
of OPEC, held in Vienna, Austria, on November 301& the Conference, emphasizing its commitmerstable
markets, mutual interests of producing nations,dffieient, economic and secure supply to consuyraerd a fair
return on invested capital, agreed to reduce ibslyetion by approximately 1.2 mbpd to bring itslingi to 32.5
mbpd, effective January 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 gletsm
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 Government’s budget and ttabkshed budgetary agenda and resulted in higher
deficits. Certain assumptions regarding the legélsitureoil prices are contained in the budgetary processia
the Plan Nacional para el Buen Vivithe “National Development Plan”). Anticipated/eaues contained in the
budget could be lower if these assumptions abdypraes are not accurate. In January 2015, ipaese to the
decline of oil prices in the last quarter of 20E4¢uador reduced its 2015 budget by U.S.$1.4 billiod again by
U.S.$800 million in August 2015, resulting in a nifimtl budget of U.S.$34.1 billion for 2015. On Mhbr3,2016,
the Minister of Finance announced that the 2016gBudvould be reduced by U.S.$800 million. For more
information see “Public Sector Finances-2015 antbZBudget.” President Correa has stated, in ljthe global
economic climate, that Ecuador’s priority will lerheet the Government’s employment and social gdatsiador
may need to balance these social and employmef# giwan its budgetary constraints.

Petroamazonas’ failure to make timely payments oatractors could have an adverse effect on
Petroamazonas and on revenues that the GovernneeeiRs from Petroamazonas.

As oil prices have decreased, Petroamazonas Hed faipay on a timely basis certain amounts owed t
contractors. Petroamazonas is engaged in disagssitth certain of its contractors with respectstime of its
outstanding accounts payable. Nonetheless, weot@novide any assurance as to whether or whediatzonas
will become current on the rest of its outstandsngplier payment obligations. Delays in paymeatsdntractors
could have an adverse effect on Petroamazonasatpes and the revenues that the Government recéiom
Petroamazonas

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

In addition to petroleum prices, see “Risk FactoRisk Factors Relating to Ecuadok humber 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 aondld
affect Ecuador’s ability to perform its obligationsder the Notes.

Damage caused by the April 2016 earthquake may degcuador’s ability to export goods and the
associated reconstruction costs may affect itdtghid perform its obligations under the Notes.
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On April 16, 2016, a 7.8 magnitude earthquake kthe northern coast of Ecuador, (the “Pedernales
Earthquake”). The Pedernales Earthquake andtésshbcks, caused severe damage to Ecuador’stinfrage in
the region, including its roads and ports. A stuiymducted by SENPLADES, INEC and various ministrie
estimates that the cost of reconstructing the striuature damaged by the Pedernales Earthquakmisxmately
U.S.$3.3 billion (approximately 3% of Ecuador's GDPThe damage to Ecuador’s infrastructure may teave
adverse impact on the Ecuadorian economy and rticpiar, on export businesses that operate iraffested areas.
The study estimates that the Pedernales Earthquiikeave an impact of -0.7% on the growth of GDP2016. In
addition, the increased need for funds to finaneeomstruction of infrastructure damaged in the Redes
Earthquake may have an adverse impact on Ecuaatnlity to perform its 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 elsewheye example, Argentina defaulted on part of itseexal debt
beginning in 2002. Holders of those bonds issuedAlnentina had difficulty in obtaining payment frothe
defaulted issuer, as described further in the faskor entitled Recent federal court decisions in New York create
uncertainty regarding the meaning of ranking prasis and could potentially reduce or hinder the liiof
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 Newk¥Yaw. 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.

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 seekingtémlaassets of Ecuador may not be able to do $onvicuador
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 theggmlgroceedings and other proceedings against Brusee “Legal
Proceedings.” If the foreign companies were to sedcthe awards could adversely impact the finaocEguador.
Ecuador can offer no assurances as to whethert aueb proceedings will be resolved in its favor.

30



Burlington

Burlington Resources, Inc. (“Burlington”) filed arbitration claim before ICSID on April 2008 agdins
Ecuador, seeking compensation for alleged modifinatto its contracts for the development of Blo¢kand 21 in
Ecuador imposed by Ecuadorian law 42-2006. Buringirgued that such unilateral modification resuite an
expropriation of the blocks that Burlington was mgtimg, although, subsequent to the commencemertheof
proceedings, Burlington withdrew the contractuairals and based all claims solely on violationsh# U.S.-
Ecuador Bilateral Investment Treaty. On December2D12, the tribunal decided the liability issuefavor of
Burlington and consequently, on January 28, 20&8aHor 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 a2d, in an approximate amount of U.S.$2 billion. Tdrbitral
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 bseaf a conflict of interest.

Burlington presented its assessment of damages mahon on June 24, 2013, to which Ecuador
responded on May 23, 2014. The tribunal held aihgaegarding damages from March 2 to March 6, 2815aris,
after which both parties presented their post-ngabiriefs on May 29, 2015. Ecuador expects thririal to
deliver its decision with respect to damages indbduer 2016.

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 counterclairh® 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 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 voludhtawithdrew its complaint pursuant to a settlerhen
agreement between the parties. A stipulation disimg the complaint was filed on March 16, 2015]armthat
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 Ecoesl January 15, 2016 motion to dismiss the Penadeplaint
and ordered the case closed. On October 27, Bxttades filed a notice of appeal with the Soutiestrict of
New York to the United States Court of Appealstfa Second Circuit. Thereafter, Penades duly fiedrequired
standard forms to initiate the new appeal case.

On November 29, 2016 the United States Court ofedfpfor the Second Circuit issued a notice stating
that the appeal had been assigned to the Counisdiigd Appeals Calendar. The Court stated thaekgo's brief
(Penades) is due no later than January 3, 201dagbfrom the date of the notice. Appellee's iefuador) is due
no later than February 7, 2017 or, 35 days fromdtite Appellant's brief is filed, whichever datesda®ner. Absent
extraordinary circumstances, the Court stated thaill not grant a motion to extend the time tie fa brief.

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

Creditors holding outstanding arbitral awards arrtcqudgments present a risk of disruption to tfierng.
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.

31



Further, Ecuador’s creditors could attempt to attidwe proceeds of the offering or the payment wfqgpal and/or
interest on the Notes.

Payments to holders of the Notes could be attadmedreditors, including holders of other debt
instruments of Ecuador, to satisfy awards agairatdelor. 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 ordlpending awards, see “Legal Proceedings” andk ‘Rastors —
Risk Factors Relating to Ecuadoieeuador is involved in a number of legal proceediagd disputes that could
result in losses to Ecuador as well as a decreagereign investmerit.

There is a risk that creditors could seek to atfzett 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 soverdegnt, see “Risk Factors — Risk Factors RelatintpéoNotes —
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 2ah@d 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 bD@bligations — 2012 and 2030 Bonds and tender .ff

The Republic may incur additional debt beyond whaestors may have anticipated as a result of a
change in methodology in calculating the public tdebGDP ratio for the purpose of complying witt@% limit
under Ecuadorian law, which could materially adwysaffect 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@ 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.” Eachetithe Republic wishes to issue additional debth agthe
Notes, it must ensure it is within those limits.

On October 25, 2016, pursuant to Article 147, G¥aa8 of the 2008 Constitution, President Correa
exercised his presidential authority to issue imm@eting regulations and signed Decree No. 1218df@=1218"),
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 esshithg 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 Fieamil now use the Total Consolidated Public Debt
methodology set out in the Manual of Public FinaStatistics of the IMF (the “IMF GFS”). The IMF GFwhich
was published in 2001, provides that the presemtaif government financial statistics, includingatgoublic debt,
should be calculated on a consolidated basis rdfiaer on an aggregate basis. According to the GMS, the
consolidation methodology presents statistics fgraap of units as if accounting for a single udit.the context of
total public debt, this means that debt that fldvesween governmental units or entities or betwdwn dentral
government and these governmental units or en{ltiesa-governmental debt") is not included in tedculation of
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total public debt. In contrast, the aggregationhodblogy, which the Ministry of Finance used ptioDecree 1218,
does include intra-governmental debt in the catmriaof total public debt. By changing the mettaictalculating

total public debt from an aggregation methodologyat consolidation methodology, Decree 1218 effebyiv
eliminates certain types of debt from the calcatatind, by extension, reduces the amount of totialigpdebt taken
into account for purposes of the 40% total pubtibtdo GDP ceiling.

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 Republitveed to amend the Public Planning and FinanogeCr 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 aokti 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 InternatbfReserves in
the last few years, as of December 31, 2015, latermal Reserves (defined herein) covered 9.5%uofeat
account payments. Ecuador’s ability to obtain idigesources of international funding has becomeeasingly
important. See “Public Sector Finances — OvervieWwiscal Policy.” Since the U.S. dollar is legahder of
Ecuador, the level of International Reserves maybeaan indicator of its ability to meet currentaant payments
as would be the case in an economy where the dslteot legal tender.

In 2008, CAIC issued a report that made a numbdindings regarding the legitimacy of Ecuador’s deb
obligations (including the 2012 and 2030 Bonds)anticular relating to concerns involving the pafalssumption
of private debt, appropriate authorizations, sagerémmunity, and the relevant economic terms af tebt
obligations incurred. See also “Risk Factors kHiactors Relating to EcuadorEeuador has defaulted on its
sovereign debt obligations in the past, in part&its obligations under the 2012 and 2030 Bohdsollowing the
report in 2008, Ecuador defaulted on its paymeatstfie 2012 and 2030 Bonds in the aggregate amasnof
February 2009, of approximately U.S.$157 millioniriterest and U.S.$3,200 million in principal. Bdor 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 hertbeftotal aggregate amount of outstanding prinajpathe 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 “PubkbtD- Debt Obligations — 2012 and 2030 Bonds andete
offer.” Given the history of defaults, and moreaetty, defaults with respect to the 2012 and 2080d3 as a result
of CAIC determining that the bonds were issuedydlly, Ecuador may not be able access externahding 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 tonmcurrency. In addition, due to the DollarizatiBnogram, the
ability of Ecuador and/or the Central Bank to atljosonetary policy and interest rates in order thuence
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 prensuor 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 gy Public Planning and Finance Code (defined herein
Under the Public Planning and Finance Code, praceégublic debt transactions may only be usedlipfinance
Government programs, (2) finance infrastructurgggots that have the capacity to repay the relagdd obligations
and (3) refinance an existing external debt ohiligabn more favorable terms. The Public Plannind Bimance
Code prohibits public transactions for the purpobgaying ongoing expenses, with the exceptionxgfeases
related to health, education, and justice, undeegtional circumstances as determined by the Rnesiof the
Republic.

The Republic will use the proceeds of U.S.$750,000 of the Notes in accordance with the limitasiar
the Public Planning and Finance Code. The totpkeses of this offering, including the underwrieiee, will be
approximately U.S.$3.74 million.

35



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 wiaesle shown increased activity in the past several
years. When it occurs, the irregular ‘El Niflo'neiitic phenomenon has caused heavy rains, landsliddsspread
flooding and hotter temperatures across Ecuador20L2, 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 canmth@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 censuaslucted by thénstituto Nacional de Estadistica y
Censogq“National Institute of Statistics” or “INEC”), i2016, the total population of Ecuador is approxetyal6.5
million. Approximately 50.2% of the population livie the Pacific coastal plains, 44.5% live in thad&an
highlands, 5.1% in the Oriente and 0.2% in the @adas Islands. From 2001 to 2010, the populatiemvgit an
average annual rate of 1.9%, down from 2.05% betwl€&90 and 2001. Approximately 63.6% of the poportats
urban. Guayaquil, which is located on the coadhaslargest city with 2.6 million inhabitants. @yithe country’s
capital, has a population of just under 2.6 millmmd is located in the highlands at 2,850 meteoselsea level.
Cuenca is the third largest city with 591,996 inteatts, and is also located in the Andean highlaBgsnish is the
official language, while Quechua and Shuar areidensd official languages for intercultural relaitso

Historically, Ecuador has been a Catholic countrgt ahile the country remains predominantly Catholic
evangelical Christianity has become increasingjyubar.

The following chart sets forth certain demogragthiaracteristics for Ecuador in the time period Higet
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Demographic Characteristics

2011 2012 2013 2014 2015
Total population (MillioN)........cccoceriiiierienmmee e 15.3 155 15.8 16.0 16.3
FEMAIE (90) .vevieieeeeeerrceeeee et 50.4 50.4 50.5 50.5 50.5
Male (%) 49.6 49.6 49.5 49.5 49.5
Urban (%) . 62.9 63.0 63.2 63.3 63.4
Rural (%) 37.1 37.0 36.8 36.7 36.6
Functional age groups(%)
Child (0—14) ..ot 32.1 31.8 315 311 30.7
Adult (15-64).... 61.3 61.6 61.9 62.2 62.5
EIderly (B5+) . ..cceiirireiiricinieisicieeneece e 6.6 6.6 6.7 6.7 6.8
Demographic Indicators
Average Annual Growth (%) .......ccoceeveiiecsmeeierienne 1.7 1.7 1.6 1.6 1.6
Birth Rate (per thousand) 19.7 4.1 4.0 n/a n/a
Infant Mortality Rate (per 1,000 live blrths) ........... 8.9 8.8 8.6 8.4 n/a
Fertility Rate (per woman)... 2.7 2.7 2.6 2.6 25
Average Life Expectancy(age
FEMAIE ...t 78.1 77.8 78.6 78.8 79.1
75.3 72.7 72.9 73.2 72.2
75.8 75.5 75.8 76.0 76.2

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.................. 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, a 7.8 magnitude earthquake (the “Pedernaehdtiake”) struck the northern coast of Ecuadavalihe
convergent boundary where the Nazca tectonic glabelucts beneath the South American tectonic pldeuador
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. Accordiogsttuation bulletin Number 65 published by therSeey of
Risk Management, as of May 16, 2016, the numbdatefities from the Pedernales Earthquake had fiee561,
while 6,274 people sustained injuries, 28,678 peapld 7,356 families remained in shelters, 18,66iRlihgs
sustained damage and 808 schools sustained damegmained under investigation. On April 17, 20R6esident
Correa issuedxecutive Decree No. 1001, declaring a state ofrgemey in the provinces of Esmeraldas, Manabi,
Santa Elena, Santo Domingo de los Tsé&chilas, Las Rnd Guayas due to the negative impact of theraiat
disaster.
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Significant aftershocks followed the initial eartfadge, including eight aftershocks with a magnitateve
6 on the Richter scale as of the date of this @ifeCircular. While the damage from aftershocksuodng 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 andiote ministries estimates that the cost of
reconstructing the infrastructure damaged by theefales Earthquake is approximately U.S.$3.3 ohilli
(approximately 2-3% of Ecuador’'s GDP), and thathwait taking into account the cost of reconstructidamage
from the earthquake will have an impact of -0.7%fegrowth of Ecuador’s GDP in 2016, and an imjphef.8%
on the growth of GDP in Manabi, the province in ahi95% of the damages caused by the earthquake are
concentrated. In response to the earthquake,deresCorrea empowered the Ministry of Finance tloeate
public funds, other than those allocated towardtheand education, toward reconstruction effortetigh Article 3
of Executive Decree No. 1001 and proposed a sefieseasures to help finance reconstruction pursteauhis
authority under Articles 120 and 140 of the 2008 €itution.

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

. increasing the value added tax by 2 percentagagpdiinom 12% to 14%) for one year, 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 eleictraoney);

. 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;

. a one-time contribution by corporations equal to&%neir 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 fwo months for those earning more than
U.S.$2,000 a month, and similarly until a limit @fone-time contribution of one day's salary for 5
months for those earning more than U.S.$5,000 g&hmon

President Correa also indicated that Ecuador wdrdav from existing contingent credit lines, inclugdia
U.S.$ 150 million credit line with the World Bank,U.S.$300 million credit line with IDB, and a U$86 million
with CAF (defined herein), and would explore tlesgbility of selling certain assets of the Repubincluding the
Sopladora 487 MW hydroelectric plant, Banco delifRacS.A., theCorporacién Nacional de Telecomunicaciones,
and other state owned utilities. Additionally, duly 8, 2016, the IMF approved a U.S.$364 milliaxility to help
Ecuador meet costs related to damages to infrastejchousing, and agriculture caused by the Patksn
Earthquake.

On August 16, 2016, the Minister of Finance, Fautrrera, stated that the three sources of fingnmeing
used to address relief and restoration effortselation to the Pedernales Earthquake include theei@k State
Budget, proceeds from the Law of Solidarity andtioment lines of credit. Minister Herrera stathdttas of August
15, 2016, U.S.$888 million had been allocated felief and restoration efforts in relation to thed®males
Earthquake.

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.”
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The next 150 years were marked by domestic paliticstability 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 laegesrters 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®dip’'s most important export commaodity. The riseil exports
fuelled economic growth and brought sharp increasespending and employment, financed mainly byeresl
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, current president Rafaelégaonras elected with 56.67% of the vote. Undertisinistration,
which began in January 2007, voters approved a cawstitution (the “2008 Constitution”), Ecuador’&t
constitution since gaining independence. Presi@entea was reelected in general elections hekkbruary 2013
with 57.17% of the vote and his term will end inyWR017.

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 providestwrcurrent 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 commandehi@f of the
armed forces and appoints ministers and heads tver@ment’s cabinet. President Correa came irfioeofn
January 2007 under the previous Constitution, aradiirently serving his second term under the Z0D@&stitution,
after being re-elected in general elections helBebruary 2013. The next presidential election take place in
February 2017.

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.

In the most recent legislative elections held imrbary 2013, Alianza PAIS, President Correa’s party
increased its control over the National Assemblthva total of 99 seats. The newly founded rightgvparty,
Creando Oportunidadesvon 11 seats and became the National Assemialsges$t minority party. Several parties,
such as PSC-Madera de Guerrero and MPD-Pachalartiketl alliances to gain 7 and 5 seats in the Naition
Assembly, respectively.

The following table shows the current compositibthe National Assembly as of May 2016:
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Legislative Assembly
Composition by Political Party

Political Party Number of Members
Alianza PAIS 82
PAIS-PACHAKUTIK
PAIS-Unidad Primero
PAIS-Mov. Aut. Reg.
PAIS-Partido Social Frente Amplio
Avanza
CREO
PSP
PSC-Madera de Guerrero
PSC
Alianza UP 1ZQ
Others
Total 137

o BN OOGODMDMON

Source: National Assembly of the Republic of Ecuado

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. In the mresent municipal elections, held in February 2@&khdidates from
Alianza PAIS lost mayoral elections in Ecuador’issthmajor cities of Quito, Cuenca, and Guayaquil.

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 tl&onsejo 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 ofititgciary
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 Corte Constituciona(the “Constitutional Court”). The Constitutionab@t is composed of nine members who
are selected by a commission composed of eight merdppointed from the various branches of govenhme
Each member of the Constitutional Court is appdiritea nine-year term and may be re-elected agrnideof their
term.

In addition, the 2008 Constitution recognizes tlhssibility for indigenous communities to exercibeit
judicial authority in accordance with their tradiis 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”), tif@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 attle
superintendent organization, Office of the Compralseneral, the Public Defender and the Attornenésal. It is
also the entity principally responsible for corioptinvestigations and establishing citizens’ cottheais for public
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.
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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 thdribunal 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 andeseéiection
results appeals.

Memberships in International Organizations and International Relations
International Organizations

Ecuador has diplomatic relations with approximat&f2 countries, and is a member of a number of
international organizations, some of which include United Nations, Organization of the Petroleurpdfting
Countries (*OPEC"), the Organization of Americamt8s (“OAS”), the World Health Organization (“WTQ'the
Community of Latin American and Caribbean StateSEAC”), and the Union of South American Nations
(“UNASUR").

In 2007, Ecuador rejoined OPEC as a full member difteen years of absence, having left due to OBE
membership fee and its increase in production guoEtuador 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 Developmer®@KiD”), a development fund tstimulate economic growth
and alleviate poverty in disadvantaged regionfiefworld.

On July 2, 2009, President Correa issued a de@eareéhg that Ecuador was terminating its agreerasnt
a member of the International Centre for Settleneéribvestment Disputes (“ICSID”). The decree stathat the
ICSID convention violated principles of sovereigatyshrined in Article 422 of Ecuador’s 2008 Consitiin, which
provides the rules for submission to arbitratiomcgedings by Ecuador as a sovereign. Notwithstanthie
foregoing, Ecuador is a member of UNCITRAL andtik a party to the New York Convention on the Rgoition
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 facility to help Ecuador meedts related to damages to infrastructure, housamgl
agriculture caused by the Pedernales Earthquakee World Bank has provided several recent projecell
financing for projects in infrastructure, irrigatiotransport and sanitation. These projects irechig Chimborazo
Development Investment project in 2007 and the @QMigétro line project in 2012. See “The Ecuadoimonomy-—
Strategic Sectors — Transportation.” On Septeribe2015, the Executive Board of the IMF concludsdnnual
Article IV consultation with Ecuador. For moreanfation, see “Monetary System — the Central Bank.”

Treaties and Other Bilateral Relationships

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

In addition, on December 12, 2014, representafives Ecuador’s Ministry of Foreign Commerce signed
a trade agreement with the European Union. Foenmjormation see “Balance of Payments and For&rgule —
Foreign Trade — Trade Policy.”

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
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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 impl& the trade agreement on a provisional basisitieg in
January 2017.

Regional Organizations

Ecuador also maintains close ties with most afi@ghboring countries and participates in severgional
arrangements to promote trade, investment and cesviAs 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 merctsendf 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 rhers
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 toipeate as a full member and is a membeCofporacion Andina
de Fomento(“*CAF”), who has helped Ecuador finance severahgportation and infrastructure projects. In
November of 2016, Ecuador entered into the Proteéofccession of Ecuador to the Trade Agreemenh wit
Colombia and Peru along with the EU, Colombia aadiP

In 2008, Ecuador, along with eleven other natichrgéntina, Bolivia, Brazil, Colombia, Chile, Guyana
Paraguay, Peru, Uruguay, Venezuela and Surinanggjedi a treaty establishing thénion de Naciones
Suramericanag‘Union of South American Nations” or “UNASUR”). Bhorganization’s General Secretariat has its
permanent headquarters in the city of Quito, witdé>arliament will be located in the Bolivian citf Cochabamba.
In 2010, Ecuador formed part of tkmmunidad de Estados Latinoamericanos y Caribéffdemmunity of Latin
American and Caribbean States” or “CELAC”). CELA®omotes the integration and development of Latin
American nations.

Ecuador is a party to the United Nations ConventinrNarcotic Drugs. Since 1990 t@ensejo 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, pursuadat
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, Btuad
unilaterally rejected further benefits from prefeial tariff program provided by the United Staigsvernment
under the Andean Trade Promotion and Drug Eraditafct (the “ATP-DEA”). These benefits bestowed
preferential treatment to certain Ecuadorian prixlic exchange for the Republic’s efforts in conrmatdrug
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 amestthat
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 ydar more information, see “The Ecuadorian Econemy
Strategic Sectors of the Economy — Electricity aidter.” Foreign debt reached U.S.$10.87 billiorhick
represented 12.4% of GDP, while the annual yearwdiation 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 tel2014
reached U.S.$17.58 billion, which represents 1704%DP, while the annual year-end inflation for tear was
3.7%.

In 2015, the economy of Ecuador grew by 0.2% il 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.$20.23objllwhich represents 20.1% of GDP, an increase5d%
compared to 2014. This increase was primarilytdutae issuance of the 2020 Bonds. The rate afple®/ment
increased from 3.8% in 2014 to 4.8% in 2015 due teneral slowdown of the economy in 2015 thattbefbb
losses in both the private and public sectorslatioh for the twelve-month period ending in Decembecreased
from 3.7% in 2014 to 3.4% in 2015 due to a decréadke price of certain foods, primarily shrimpdachicken.
For the twelve-month period ended November 30, 2816 inflation rate was 1.1%, compared to 3.4%tle
twelve-month period ended November 30, 2015.

Real GDP for the second quarter of 2016 was U.$4$&3million, compared to U.S.$50,539 million ireth
second quarter of 2015, representing a decrea3el®s in real terms. This decrease is mainly dudetreased
revenues resulting from the decline in the priceibf

Real and Nominal GDP

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

For the Year For the Six Months
Ended December 31, Ended June 30,
2011 2012 2013 2014 2015 2015Y 2016Y
Real GDP (in millions of U.S.$) ......ccccoovoeuerecrerme. 60,925 64,362 67,546 70,243 70,354 35,409 34,319
Real GDP growth 5.6% 4.9% 4.0% 0.2% 1.8% 3.1%
NOMINAI GDP ..ot ene e ) 87,925 95,130 102,292 100,177 50,539 48,468

Source: Based on figures from the Central Bank @ubr National Accounts for the Second Quarter @&
(1) Real GDP Growth measured as compared to Re& fure from the same six-month period of thevpmes year.
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Nominal GDP by Economic Secto™
(in millions of U.S. dollars, except for percentape

For the Year Ended December 31,

For the Six Months Ended June 30,

% of % of % of % of % of % of % of
2011  GDP 2012 GDP 2013 GDP 2014  GDP 2015  GDP 2015 GDP 2016 GDP
Manufacturing® 9,670 1220 10,740 12.21 11,974 12.59 13,879 13.5713,815 13.79 6,963 1378 6,814 14.06
Construction 8,106 10.23 9,379 1067 10,013 10.53 10,869 10.63 0,719  10.70 5,506  10.89 4,808 9.92
Petroleum 10,234 1291 11,092 1266 11545 12.14 10,915 1067 4,410 4.40 2,495 4.94 161,7 3.54
Trade (commerce) 8,400 10.60 9,054  10.30 9,977 10.49 10,555 10.32 5010 10.48 5,380 10.64 4,924 10.16
Agriculture 6,702 8.45 6,564 7.49 7,231 7.60 8,114 7.93 8,452 .44 8 4,216 8.34 4,155 8.57
Community services 5,996 7.56 6,943 7.90 7,513 7.90 7,879 7.70 8,679 .66 8 4,304 8.52 4,360 9.00
Government servicEd 5,013 6.32 5,500 6.26 6,051 6.36 6,610 6.46 6,938 .93 6 3,434 6.79 3,408 7.03
Administrative activit{® 5,046 6.37 5,712 6.50 6,550 6.89 7,149 6.99 6,920 .91 6 3548  7.02 3,310 6.83
Transportation 3,696 4.66 3,860 4.39 4,300 4.52 4,523 4.42 4,469 .46 4 2244 444 2,218 458
Finance and insurance 2,300 2.90 2,761 3.14 2,591 2.72 3,180 3.11 3,332 .33 3 1,676 3.32 1,645 3.39
Telecommunications 1,812 2.29 1,914 2.18 2,021 2.12 2,171 2.12 2,039 .04 2 1,053 2.08 876 1.81
Electricity and water 928 1.17 1,046 1.19 1,066 1.12 1,302 1.27 1,557 515 769 1.52 840 1.73
Shrimp 421 0.53 462 0.53 516 0.54 491 0.48 393 0.39 194 0.38 207 0.43
Mining 229 0.29 289 0.33 305 0.32 337 0.33 354 0.35 185 0.37 173 0.36
Others® 10,722 1352 12,609 1434 13477 829 14317 810 17,598 1121 8,572 16.96 9,014 1860
Total GDP 79,277 100 87,925 100 95,130 100 102,292 100 100,17 100 50,539  100.0 48,468 100.0
Source: Based on information from the Central Bank.
(1) Table measures gross value added by economic saadarorresponding percentage of Nominal GDP.
(2) Includes manufacturing other than petroleum refinin
(3) Includes Public Defense and Social Security Adniatn.
(4) Includes Professional and Technical Administration.
(5) Includes fishing, petroleum refining, hospitalitycafood services, domestic services, and othereisrof GDP.
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 Six Months
For the Year Ended December 31, Ended June 30,
2011 2012 2013 2014 2015 2015 2016

Real GDP Growth.........cccooeieieisimee e 7.9 5.6 4.9 4.0 0.2 1.8 -3.1

Import of goods & serviced ..........coccoeveverver 3.6 0.8 7.0 4.3 -8.6 3.0 -14.2

Total Supply of Goods & Services 6.8 4.5 5.4 4.1 1.9 0.7 -5.6

Public Sector Consumption 8.7 111 10.3 5.2 0.6 1.7 -1.2

Private Consumption ............... 5.1 2.9 3.9 3.4 -0.1 2.0 5.1

Gross Fixed Capital Formation.. 14.3 10.6 104 3.8 -5.9 0.1 -12.8

Exports of goods and serviégs. 5.7 5.5 2.6 4.2 0.4 0.8 15

Total Final Demand.............ccccocciiiiiiiiiiinene 6.8 4.5 5.4 4.1 -1.9 0.7 -5.6

Source: Based on figures from the Central Bank @urbr National Accounts for the Second Quarter @&
(1) Corresponds to figures from “Real GDP by Expeneituable.
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The following table sets forth Ecuador’s per ca@faP statistics for the periods indicated.

Per iita GDP
For the Six Months
For the Year Ended December 31, Ended June 30,
2011 2012 2013 2014 2015 2015 2016
Per capita Nominal GDP (current U.S.$) 5,193 5,665 6,030 6,382 6,154 3,129 2,955
Per capita Real GDP ..........ccoccooviinennnne. 3,991 4,147 4,282 4,383 4,322 2,192 2,092
Population (in thousandy)..................... 15,266 15,521 15,775 16,027 16,279 16,153 16,404

Source: Based on figures from the Central Bank @urbr National Accounts for the Second Quarter @&
(1) Population figures correspond to projected peon annual figures from 2010 census.

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

Real GDP by Expenditure
(in millions of dollars)
For the Six Months

For the Year Ended December 31, Ended June 30,
2011 2012 2013 2014 2015 2015 2016
Consumption
Public Sector Consumptian............ 7,840.9 8,712.1 9,609.8 10,111.9 10,172.3 5,053.4 ,99542
Private Consumption............c.cc...... 39,234.6 40,361.9 41,942.3 43,375.8 43,313.2  21590920,792.2
Total Consumption...........cceeeeeuenee. 47,075.5 49,074.0 51,552.1 53,487.7 53,485.5 26996225,787.4
Gross Investment
Gross Fixed Capital Formation....... 14,920.8 16,496.2 18,214.0 18,904.8 17,797.9 96230. 8,045.1
Change in Inventory........c.ccccceeeene 1,277.0 380.3 261.3 460.2 -101.7 110.4 -215.3
Exports of goods and servi¢®s........... 16,835.7 17,756.0 18,210.3 18,974.5 18,904.0 93392.9,531.3
Imports of goods and servicék........... 19,183.9 19,344.1 20,691.6 21,584.1 19,731.9 105287 8,829.7
Real GDP ..ot 60,925.1 64,362.4 67,546.1 70,243.0 70,353.9 3540834,318.7

Source: Based on figures from the Central Bank @urbr National Accounts for the Second Quarter @&

(1) The exports and imports figures in this clag adjusted for inflation and reflect the conittibn of exports and imports to GDP. They
differ from the nominal exports and imports in tiBalance of Payments” table and stand-alone exgortsimports tables in the “Exports-
(FOB)” and “Imports-(CIF)” tables in the OfferingrCular.

Economic and Social Policies

Since taking office in 2007, President Correa haggist to reform certain aspects of the Ecuadorian
economy in order to comply with constitutional mates. Certain reforms were undertaken as legislatioposals,
which require the National Assembly’s approval. @treforms were undertaken by the executive bramchdo not
require legislative approval. The reforms weresistent with the Correa administration’s objectteepromote
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, President Correa believed tighificant reforms were necessary to rectify yesfrs
corruption, especially in regards to economic aimérfcial matters. To do so, President Correa adite 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
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through the Central Bank” hence limiting the autoryoand authority of the Central Bank for the pugpad
effective implementation of reforms by the exeocaitivanch and its agencies.

Another relevant reform embedded in the 2008 Ctutigtn 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 ofalce or his
delegate, and the National Secretary of Plannimg2evelopment or his delegate. The sub-secretacharge of
public debt (the “Undersecretary of Public Financatts as the secretary for the committee. SeelitPDiebt —
General.” Other important reforms include the lesthment of limitations on the proceeds of pulidmrowing
(Article 289) (see “Public Debt — General”), theaddishment of presidential term limits (Article 44f the 2008
Constitution) (see “The Republic of Ecuador - Fa@ihGovernment”), the requirement of an evaluatisnciure for
any public program in conjunction with the Natiomdvelopment Plan (Article 297 of the 2008 Constitn), and
the establishment of a single master account inCthetral Bank (the Cuenta Unica del Tesotoor “Treasury
Account”) or the administration of the general beid(Article 299). In May 2011, certain amendmenotthe 2008
Constitution were approved by popular referenduiihe most debated amendments included the chantfesto
Judiciary Council to its current make up (see “TRepublic of Ecuador - Form of Government”), and the
prohibition of owners of media companies to owrcktim 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 Couleduhat the
proposals were constitutional amendments and threrefid not require a popular referendum. In Ddmem?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 will not applyPiesident Correa, whose term finishes on May 28720

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 titimait 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 Sadihl
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”). Timaedget and transparency regulations established in
LOREYTF were subsequently codified and supersegetidPublic Planning and Finance Code (definedviel
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Bank Supervision

Enacted in December 2008, they de Creacion de la Red de Seguridad Finandi#tenancial Safety Net
Law”) created a regulatory framework for Ecuaddsgking 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 —aficial Sector.”

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 ecanagtivity.
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 camggsfrom corporate taxes, for a period of 10 yefrsprofits
related to new and productive investments as défiyethe Production Code. For more information loese laws
and other tax reforms, see “Public Sector Finanrdesxation and Customs,” and “Public Sector Finan€gax
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
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, preas®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 rulegdacession 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_@ee “The
Ecuadorian Economy-Strategic Sectors of the Econdltiping.” In June 2014, President Correa announued
national radio that the Republic will amend itsstixig mining laws. In an interview, the Ministdr@oordination
of Strategic Sectors has stated the principal thgof these new laws will be to attract investmienthe mining
sector. However, drafts of these potential refonage not been publicly circulated and once pupleinounced,
are subject to the modifications by and approvahefNational Assembly.

Public Corporations Law

Enacted in October 2009, they Organica de Empresas PublicgPublic 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 ipudsiterprises that are required to manage stategi
sectors of the Ecuadorian economy;
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» establishes the means to guarantee that the geal®orsh 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 Constituaand 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.

Renegatiation of Oil Field Contracts

Enacted in July 2010, the reform to they de Hidrocarburog“Hydrocarbons Law”) replaced the old
system of oil revenue profit sharing contracts withew contract system whereby the Republic owingroduction
in its entirety, benefiting from all revenue winti$athat result from price increases. The objegivf the reform
were to abide by Articles 1, 317, and 408 of the&Constitution, which state that natural resouyrsesh as oil, are
part of the national heritage of Ecuador and thatGovernment shall earn profits from the explmtaof these
resources, in an amount that is no less than thétprarned by the company producing them. Urtter
renegotiated contracts, contractor’s fees are lestied in accordance with the level and types afke@nd services
to be performed, production costs, and a reasor@blé margin in relation to the level of risk. nder the old
system, the Republic taxed between 17% and 27%edinst $15 to $17 in revenue for each barrel saltider the
new system, the Republic taxes up to 80% of themes in each barrel sold. For more informationttom
Hydrocarbons Law, see “Strategic Sectors of thenBery — Oil Sector.” A number of oil companies haveed
Ecuador in connection with the modification of thedntracts resulting from the reform of the Hydndmons Law.
See “Legal Proceedings -Windfall Profits Tax Litiga.”

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. Thjeatives 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 withoaithior approval of the National Assembly;

* sets an explicit total public debt ceiling of 40% @DP including Central Government, non-
financial public sector and Autonomous DecentralizBovernments (see “Public Debt —
General”);

» allows the Ministry of Finance to iss@ertificados de Tesoreriéishort-term treasury notes” or
“CETES”), at its discretion, without having to umge 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 duriisga year will be accounted for as initial cash
for the following fiscal year; and

» establishes the functions and responsibilitieshef Debt and Finance Committé8ee “Public
Debt — General”).
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Both the Republic and the Autonomous Decentrali@@dernments 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, tiédigo Orgéanico de la ProducciofiProduction Code”) was created to
stimulate investment and increase the productiogoofl and services. The objective of this law teasreate fair
guidelines that would balance workers’ rights véttonomic incentives for investors. To achieve tigective, the
Production Code:

» provides guidelines for th€onsejo Nacional de SalariodSNational 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 % Beduction on capital gains tax and the
elimination 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.

Environmental |mprovement and State Resources Optimization Law

In November 2011, the Republic published and maffiecteve the Ley de Fomento Ambiental y
Optimizacion de los Recursos del EstétiEnvironmental Improvement and State Resourcein@gation Law”) to
strengthen the environmental regulatory framewdrthe country. The law establishes, among others:

* an increase of thienpuesto a la Salida de Divis@§$SD” or “Currency Outflow Tax”), from 2% to 5%
(for more information regarding the Currency Ouifldax see “Balance of Payments and Foreign

Trade— Foreign Trade — Trade Policy”;
* 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 I nstitutions Law and the Restructuring Financial TaxesLaw

Enacted in March 2012, theey Reformatoria a la Ley General de InstituciodekSistema Financieroy a
la Ley de Reordenamiento en Materia Econdmica emesl Tributario Financierq“Law Reforming the Financial
Institutions Law and the Restructuring FinanciakdslLaw”) was created to strengthen prior legistatielated 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.
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Comprehensive Law for the Regulation of Housing and Automobile 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 usatuguired asset
as collateral in other loan transactions.

Comprehensive Law of Redistribution of Income for Social Expenditures

Enacted in January 2013, they Organica de Redistribucion de los Ingresos 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 Custom

Law to Strengthen and Optimize the Corporate and Securities 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
Regulaciéon del Mercado de Valoréihe “Committee for Securities Market Regulatioré)new regulatory agency
that is responsible for establishing public polioy Ecuadorian insurance and stock markets andaicermules 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” or “CNV”) in formulating sedies policies. The purpose of creating this negulatory
body was to ensure that the regulation of this mtawkas in the hands of public servants as oppasgallic and
private individuals, as was the case with the CNV.

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 steguinom the banking crisis in 2000. To achieweadbjectives,
the Monetary and Financial Law creates a new régyldody, 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 Finantes 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@lnBilicy Regulation). The law also creates a 1sd#pa
internal auditor for the Government’s financial iges$, 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 FiisdrPolicy Regulation. The law also explicitlytaislishes
that certain accounts in the Central Bank, inclgdine accounts used for the deposits of the COSRftEthe
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. 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 BankEach dollar in the electronic payment system ikéadoy a physical dollar at one time
deposited or credited to an individual user, anitl v& 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.
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The law further established that further detaitgarding this payment system may be set forth byCix@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 FinancialvLsee “Monetary System — Supervision of the Firenc
System.”

On November 24, 2016, the Monetary and FinancidicyP@and Regulation BoardJgnta de Politica y
Regulacion Monetaria y Financierassued Resolution No. 273-2016-F, which incredsesn 2% to 5% the
reserves that financial institutions with more thau$.$1 billion in assets are required to holdhat Central Bank.
This resolution is expected to reduce the liquidify these financial institutions' Central Bank d&po by
approximately U.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 compatitemong
telecommunication providers in order to increagedhality of telecommunication services in the ¢aounThe 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 Telecanmiocations Law, companies whose market share egceed
certain thresholds must pay a corresponding taxh& Government, which tax increases depending en th
percentage of market share helgior example, companies that hold a market shateshidpan 75% must pay the
government a tax equal to 9% of their total revender the year. In addition, the law provides that
telecommunications companies must provide theriges in Shuar and Quechua as well as in Spanish.

Labor, Justice and Home Maker Recognition Law

Enacted in April 2015, theey Organica para la Justicia Laboral y Reconocimé 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 Helaler Recognition Law, home makers previously mible to
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 I nterest, Penalties and Surcharges

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®@odigo Qganico General de Procesdgthe “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
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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 Incentivesfor Public-Private Joint Ventures and Foreign | nvestment

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 inoers for the development of public projects by lpsprivate
joint ventures. According to the law, joint verdgsithat provide socially desirable and environnintasponsible
goods to the country in accordance with Article 28%he 2008 Constitution will be entitled to céntéax benefits
such as a 10-year income tax exemption, amongthdris law also provided new exemptions to theG%aency
Outflow Tax including foreign payment transactionade by public-private partnerships establishestrorctured
for purposes of developing and implementing puptmjects.

Law to Balance Public Finances

On April 29, 2016, théey Organica para el Equilibrio de las Finanzas Réas (“Law to Balance Public
Finances”), was published and became effective with purpose of strengthening dollarization andeming
abuses in tax benefits and redistributions. Adogrdo a March 19, 2016 announcement by Presidente&, the
law would also generate additional revenue needeidfset the decline in oil prices. In order thigwe its goals,
the law regulates and discourages excessive congumpf cigarettes, alcoholic beverages and sweeten
beverages through a special consumption tax. kaddilly, the law promotes the use of electronic eyoand credit
cards issued by entities that are part of the natiinancial system by refunding 2% and 1% of pagts made
with electronic money and credit card, respectiveliyectly to consumers. The law also seeks to tw#irency
outflows by discouraging the transfer of large amswof cash and encouraging instead the use df@héc means
of payment.

Law of Solidarity

On May 20, 2016, the Law of Solidarity was publdla@d became effective in an effort to reallocatelip
funds other than those for health and educatiovar reconstruction effort resulting from the Pedées
earthquake. The Law of Solidarity includes thofeing measures:

. increasing the value added tax by 2 percentagagpdiinom 12% to 14%) for one year, 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 eleictraoney);

. 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;

. a one-time contribution by corporations equal to&%their 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 fwo months for those earning more than
U.S.$2,000 a month, and similarly until a limit @fone-time contribution of one day's salary for 5
months for those earning more than U.S.$5,000 g&hmon

Law to Eliminate Money Laundering and the Financing of Crimes

On July 21, 2016, theey Organica de Prevencion, Deteccion y Erradicacdel Delito de Lavado de
Activos y del Financiamiento de Delitilhe “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
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other entities and institutions to report to tbaidad de Analisis Financiero y Econémi¢the “Financial and
Economic Analysis Unit”), the Government entity pessible for compiling information and producingoes
relating to money laundering.

Law on Tax I ncentives

On October 12, 2016, thkeey Organica de Incentivos Tributarios para VariBectores Productivos e
Interpretativa del Articulo 547 del Cdodigo Organice Organizacion Territorial, Autonomia y Descefinacion
(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 insurancehéir t
employees and income tax deductions for public eo@imercial transport operators equal to the valuthe
vehicles owned by such operators.

Law to Regulate Companiesthat Finance Pre-paid Health Services and Health I nsurance Companies

On October 17, 2016, tHeey Orgéanica que Regula a las Compafiias que FieanServicios de Atencion
Integral de Salud Prepagada y a las de SeguroSGfegen Cobertura de Seguros de Asistencia Médima“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 such entities.

Law to Strengthen the Social Security System of the Armed 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 Systfrthe Armed Forces
and National Police”) was published and becamectie The law is intended to make the nationateyn 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, G¥éaa8 of the 2008 Constitution, President Correa
exercised his presidential authority to issue imm@eting regulations and signed Decree No. 1218df@=1218"),
which modifies Article 135 of the Public PlanningdaFinance Code. Decree 1218 changes the methgdibiag
the Ministry of Finance uses to calculate the 40%altpublic debt to GDP ceiling established in &ldi124 of the
Public Planning and Finance Code. This change ithodelogy effectively reduces the amount of intéqmablic
debt taken into account for purposes of calculatiregg40% total public debt to GDP ceiling. For gher discussion
of the impact of Decree 1218, see—"Public Debt.”

Further Reforms

On December 1, 2016, President Correa submittethéoNational Assembly's approval, they Organica
para evitar la Especulacion sobre el valor de lesras y fijacion de tributosis an urgent economic measure. |If
approved, this bill that would increase the taxcapital gains obtained from the sale of real edtata 10% to up
to 75%. The National Assembly has 30 days frontithe of submission to approve this law.

Strategic Sectors of the Economy

Ecuador’s principal economic sectors are coordihateder the Ministry of Coordination of Strategic
Sectors (Ministerio Coordinador de Sectores Estratégicos “MICSE). MICSE supervises and coordinates the
activities of the Secretary of Water, Ministry odl@communications, Ministry of Electricity and Reradle Energy,
Ministry of Mines and the Ministry of Hydrocarbonsho in turn are in charge of the water, telecomications,
electricity, and natural resources (oil and minisggtors of the economy, respectively. The Reputdnsiders
these sectors as the most important aspects efotsomy. Consequently, public investment in treegpments has
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grown at a rapid rate. In 2014, the Governmengsiad U.S.$7,034 million in these strategic sectmsipared to
U.S.$3,617 million in 2011. In 2015, investmentBouador’s principal economic sectors decreased (%% B

U.S.$5,621 million. This decrease was due to tbeeBiment’s decision to decrease investment iroith&ector in

2015 as a result of expected lower revenues frorsates. Investment in the oil and mining sectecrdased from
U.S.$4,339 million in 2014 to U.S.$3,119 million2015. For more information regarding the 2015daiplease
see "Public Sector Finances — 2015, 2016, and Zidgets.” The total aggregate investment amounthe
strategic sectors from 2011 to 2015 was U.S.$27/m8Bon. The following chart sets forth accumudt
investment in strategic sectors since 2011.
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Strategic Secto Investment
(in millions of U.S.$)

2011 2012 2013 2014 2015 2016"
WALET ..ovviiiiiiiee e 83 69 201 384 350 249
Telecommunications.............cccveeuenne 283 360 422 294 305 202
Natural Resources (oil and miningy).... 2,082 2,604 3,915 4,338 3,119 1,643
EleCtriCity ....cocvviiieeiie e, 1,094 1,148 1,730 1,777 1,566 804
Ecuador Estratégico 0 109 190 175 225 24
Other investmeri?.......... 75 107 67 66 57 8
Total Investment .........ccccvveveveeviiieennns 3,617 4,397 6,525 7,034 5,622 2,930

Source: MICSE Information as of November 2016.
(1) Includes accumulated investment through the thirargr of 2016.
(2) Includes investments made by t@isterio de Ambientéhe “Environment Ministry”and the Public
Enterprise Administrator of the Special EconomicElepment Zone Eloy Alfaro ZEDE) in the first nine
months of 2016.

Ecuador Estratégicq“Strategic Ecuador”) is the state-owned compdrat administers all infrastructure
projects carried out by MICSE. Its main functiare to evaluate project proposals submitted by oipalities,
administer and distribute funds towards approvegiepts, and supervise the completion and progréssach
project. According to Strategic Ecuador, the prigjewith the highest priority include the MiradardaFruta del
Norte mines (see “Mining” below). Financing forfrimstructure projects has been procured throughlectton
process where competing financing offers are coathtw determine the offer with the most favorablents. The
process, undertaken by Strategic Ecuador in catsitwith the Ministry of Finance, assigns a petage value to
different aspects of an offer (price, experiencéheffinancing entity in the type of project, angi@ll experience,
among others). Projects with high levels of finagcemphasize the price offered by the financingyeahd assign
a large percentage value to price. Then, compefiiegs are granted points depending on their fcations. The
financing entity with the most points is then chode finance the project. Financing has also betured
through joint venture contracts and direct investhtlerough a grant of a concession and service @cist

On February 13, 2015, President Correa signed Bécr@ (“Decree 578”), which creates Mmisterio de
Minas (“Ministry of Mines”) and renames the Ministry of did-Renewable Resources as tM@isterio de
Hidrocarburos(“Ministry of Hydrocarbons”). Decree 578 was signaith the purpose of establishing one ministry
to supervise and regulate geological, mineral, arafallurgical activities in the country, which wef@merly
undertaken by the Ministry of Natural Resources trelVice-Ministry of Mines. The Ministry of Hydcarbons
will continue to supervise and regulate oil relagéetivities in Ecuador in the same capacity asMirestry of Non-
Renewable Resources.

Oil Sector

Ecuador’s oil reserves are managed directly byestaned oil companies Petroecuador &mrdpresa
Publica del Ecuador Petroamazonas EPPetroamazonas”) and through service contracte wiher Ecuadorian
and foreign companies such as Rio Napo CEM. Oilcétgtion operations are conducted under the sugiervand
regulation of the Ministry of Hydrocarbons actintgdugh theAgencia de Regulacion y Control Hidrocarburifico
(“Hydrocarbons Regulation and Control Agency”) ande Secretaria de Hidrocarburos del Ecuador
(“Hydrocarbons Secretariat of Ecuador”). In Novemt2912, President Correa signed Decree 1351-A (the
“Consolidation Decree”), which consolidated the rgpiens of Petroecuador and Petroamazonas allgcatin
exploration and exploitation of hydrocarbon resesrcto Petroamazonas and transportation, refining an
commercialization activities to Petroecuador.

While revenues from oil exports (including oil dexiives) decreased from 2011 to 2015, 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
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% decrease £).5.$13,016 million in 2014. In the first nimenths of
2016, oil exports totaled U.S.$3,545 million, a4®4.decrease from U.S.$5,241 million in the firstenmonths of
2015. These decreases were due to the decrease price of oil beginning in late 2014 and contiguthrough
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2015. In contrast, revenues from non-petroleuntcgsuincreased in both 2014 and 2015, reachingbPR2P39
million in 2014 and U.S.$25,942 million in 20150tB increases were due to increased tax revenuestio years.

In 2015, Central Government oil revenues represe@i2% of GDP and 11.1% of Central Government
revenues and non-petroleum revenues represent@®h bf.GDP and 88.9% of Central Government reventkes.
more information on Central Government revenues,“Beiblic Sector Finances — Central Government Res®
and Expenditures.” In the same year, oil reverfoethe non-financial public sector represented®ef GDP and
18.9% of non-financial public sector revenues aom-petroleum revenues represented 26.2% of GDH ar28o of
non-financial sector revenues. For more informatonrevenues of the non-financial public sectog ‘$eublic
Sector Finances — Non-Financial Public Sector Reesand Expenditures.”

In January 2015, in response to the decline opwdes in the last quarter of 2014, Ecuador redutsd
2015 budget by U.S.$1.4 billion, resulting in a iified budget of U.S.$34.9 billion for 2015. In Augilr015, in
response to the continuing decline of oil pricesudtior further reduced its 2015 budget by U.S.$&@00on,
resulting in a modified budget of U.S.$34.1 billidn November 2015, the National Assembly appravémidget of
U.S.$29.8 bhillion for 2016, a decrease of 17.9%@wpared to the original budget for 2015. The 2bwéget
assumes an average crude oil price of U.S.$35areelbwhich represents a 56% decrease from theb¥BSY per
barrel assumption of the original 2015 budget. Réormation regarding adjustments to the 2016 EBidgpe
“Public Sector Finances — 2015 and 2016 Budgets.”

Petroecuador and Petroamazonas are state-ownedagiam@nd are legal entities with their own assets
and budgetary, financial, economic and administeaiutonomy. The Hydrocarbons Secretariat of Equiada
Governmental institution under the management @ Rhinistry of Hydrocarbons, with its own assets and
administrative, technical, economic, financial amgkrational autonomy. It conducts the managemémton-
renewable hydrocarbon resources and is taskedewgtbuting activities such as the administrationibfields and
the execution and modification of oil field contec The Hydrocarbons Secretariat of Ecuador alewiges
technical, economic and legal support in serviggreat origination and public bidding processes.

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 Petroamazsoide 2008
Constitution, however, permits the Government totrext with the private sector for the developmehthese
natural resources.

With the reforms to the Hydrocarbons Law, enaate®(10, oil production sharing contracts were regda
by service contracts.

The reforms clearly define the public sector oiitess’ functions as follows:

* the Ministry of Hydrocarbons implements the hydrbca policies defined by the nation’s
president;

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

» the Hydrocarbons Control and Regulation Agency radsitand oversees hydrocarbon activity in
all its phases; and

» Petroecuador and Petroamazonas are involved inexpéoration, production, refining, and
industrialization of hydrocarbon activities, as & their internal and external marketing.

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

Production
Petroleum Production
(in thousands of barrels per year, except whered)ot
For the year ended December 31 January 1 — September 30

2011 2012 2013 2014 2015 2015 2016
Petroleum® 500 504 526 557 543 545 548
Public Companie$?®...........c.c......... 130,528 133,656 144,921 157,976 154,308 115,701 118,088
Other operators 51,829 50,667 47,198 45,166 43,922 33,209 32,166
Total oo 182,357 184,323 192,119 203,142 198,230 148,911 150,254
Natural Gas Productior® ................. 8,522 15,249 18,052 20,292 17,429 n/a n/a

Source: Petroleum data is based on figures frond@etral Bank October 2016 Monthly Bulletin (TaBlé.1). Natural gas information is

provided by Petroecuador.

(1) Petroleum information is displayed in thousandbarfels per day.

(2) Petroecuador and Petroamazonas until 2012. Adrarary 1, 2013, only Petroamazonas is involvecetnofeum production.

(3) Public company numbers include the production @f Rapo, CEM, (“Rio Napo”). Petroamazonas and PD\(vh Rio Napo, with 70%
and 30% interests respectively.

(4) Natural Gas Production information is displayednifiions of cubic feet.

According to the Central Bank’s Monthly Bulletinrf@ctober 2016, oil field crude production, inclugli
that of private and state-owned companies, reath@d million barrels for the first nine months2ff16, averaging
548 thousand barrels per day. This represen@%a idcrease from the 148.9 million barrels produeitie first
nine months of 2015, or an average production Bfthdusand barrels per day. In the first nine m®iwf 2016,
state-owned companies were responsible for 78.68tooluction, compared to 77.7% of production infiret nine
months of 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
(OCP) pipeline (see below “Transportation”), whieimoved a chokepoint on heavy crude oil transportan the
country. Production in existing fields has levelgtl in recent years as the result of the natuedlide 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 bgwsiduction, Ecuador signed incremental productiamtracts with
two oil company consortiums. The Shushufindi ScaAnsortium, composed of oil field services compsnie
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 Noeen#8, 2012, President Correa officially launchid t
11th round of tenders for oil exploration of théteoil 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-veragreement signed in September 2014 with Chilget&il S.A.
and Belarus’'Belorusneft. Under the agreement,t&ib8.A. and Belorusneft plan to invest U.S.$40iliom to
explore and develop a 490,000-acre concessiondnkR28 in southeastern Ecuador. Petroamazonasowill a
51% stake in the project, while Sipetrol S.A. areldBusneft will own 42% and 7%, respectively. Tompanies
plan to conduct exploration beginning in January=fr a three-year period and anticipate producihffom 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.
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In August 2013, President Correa signed a decriémiazing the exploitation of oil from Blocks 31 @43,
which include the ITT field in Yasuni National Parkhe ITT field has estimated reserves of 1.6lfobilbarrels of
crude, 750 million barrels more than originallyiestted This decree reversed a moratorium imposed sincé 200
on the extraction of oil from ITT, which was crediteo protect biodiversity and avoid dislocation isblated
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 initiatiy President Correa issued the decree allowinglaj@went of the
ITT fields. Following the issuance of the decreeAngust 2013, environmental and indigenous grouggeh
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 pe&srallowing 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. According to estimates by Petroamagoirevestment to exploit the ITT fields is expectedequal
U.S.$4.3 billion until 2021 and once fully operaté, the oil field is expected to generate revernfed.S.$18
billion over the life of the reserves. On Septemhe2016, Petroamazonas began extracting oil fremTT fields.

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 costschahill require an additional investment of U.S&hillion
during the term of the contract.

Exports

Crude oil exports as measured in U.S. dollars 8feedtreased from 2011 to 2013. Ecuador’s cruie o
exports reached U.S.$13,016 million in 2014, a 3d&é#rease from U.S.$13,412 million in 2013. Craidlexports
in 2015 reached U.S.$6,355 million, a 51.2% deeréasn U.S.$13,016 million in 2014. Both decreasese due
to the decrease in the price of oil beginning te 2014 and continuing through 2015.

In 2014, 98.0% of the value of oil exports was erwil and 2.0% was oil derivatives. In 2015, 95.dP6
the value of oil exports was crude oil and 4.6% wihslerivatives. In 2014, 59.7% of oil exportsreexported to
the United States, followed by Chile, Peru, Panand, India with 15.5%, 9.6%, 8.6%, and 2.2%, respay. In
2015, 62.4% of oil exports were exported to thetéthiStates, followed by Chile, Peru, Panama, apdnjavith
13.0%, 10.2%, 6.0%, and 2.4%, respectively.

PetroChina International Company, Limited, (“Pehio@”) a wholly-owned subsidiary of China National
Petroleum Corporation (“CNPC”), has made prepayseatPetroecuador in connection with crude oil §upp
agreements, including an agreement providing fepgyments of U.S.$2 billion executed in August 20drd
Unipec Asia Co., Ltd (“Unipec”), a wholly-owned sitliary of China Petrochemical Corporation (“Sindpehas
also made prepayments to Petroecuador in connegitbncrude oil supply agreements, including aneagnent
providing for prepayments of U.S.$2.4 billion, exe=tl 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 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 beeldrered during the 5-year term of the contract. @stember 6,
2016, Petroecuador signed a fuel oil sale and pseclcontract with Oman Trading International Lt@T!"),
pursuant to which Petroecuador will receive anahgrepayment of U.S.$300 million shortly aftegrsing for fuel
oil to be delivered to OTI during the 30-month tesfithe contract. In connection with each contrdet, Republic
has agreed to refund to the purchasers any amotitiie prepayments and related surcharges for advaayment
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which are not otherwise satisfied through the @elivof crude oil or fuel oil, respectively, or rafled by
Petroecuador in accordance 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 onilbarrels,
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 tnanche of the SOTE near the Reventador voloano
the north-east region of Ecuador, near Peru andilBrt 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 teagt@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 pendindg@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 byethonsortium.
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
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 aasléh
sustainable transportation rate of 450,000 bpdwde oil of 18 to 24 American Petroleum Institute degrees. In
2013, the OCP pipeline transported 53.3 milliorrdlar averaging 146,121 bpd, an increase of 10 @¥pared to
2012. In 2014, the OCP pipeline transported 59illiom barrels, averaging 161,929 bpd, an increais&0.8%
compared to 2013. In 2015, the OCP pipeline trarisd 62.1 million barrels, averaging 170,025 kgdjncrease
of 5.0% compared to 2014.

Refining

Following the Consolidation Decree, Petroecuadahésonly company that conducts refining activiiies
Ecuador. Petroecuador owns three refineries ira@mu(Esmeraldas, La Libertad and Amazonas) witltgssing
capabilities of 110,000, 45,000 and 20,000 bpgeesvely. Petroecuador also owns one associategrgaessing
plant (Shushufindi), which has a processing capaxit37.8 million barrels of liquefied petroleunag(“LPG”)
and average production of 1,747.6 barrels per day.

In 2015, the three main refineries produced 6612amibarrels of oil derivatives including gasoljrdiesel,
fuel oil, jet fuel and liquefied petroleum, whickpresented a decrease of 0.3% compared to then@édh barrels
of oil derivatives produced in 2014. This decreases caused primarily by the maintenance projecthim
Esmeraldas refinery, which is described below.

During 2015, the domestic consumption of oil detixes was 92.8 million barrels, which represents an
increase of 2% compared to the 94.7 million barmel2014. It is important to note, however, thau&dorian
refineries do not produce sufficient oil derivaiv® meet internal demand. Accordingly, Ecuadear et importer
of oil derivatives, even though it is a net expodicrude oil.
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In February 2013, Petroecuador announced that shreefaldas refinery would be undergoing a project of
preventative maintenance, which resulted in reduggetations until year-end 2015, when all mainterawas
completed. Reduced production by the Esmeraldasergfduring the preventive maintenance projectuireql
Ecuador to import additional oil derivatives to meemestic demand. Upon completion, improvemeatthée
refinery included, among other things, the expansibthe Fluid Catalytic Fractionation Unit (theCE”), and
replacement of the FCC'’s reactor and regeneratihwhcreased processing capacity and improvedjtiadity of
finished products. Ecuador estimates that thegoéxe maintenance project at Esmeraldas will alsmador to
reduce imports of gasoline by 17%, diesel by 1584, lmjuefied petroleum gas by 10%, resulting inLairsavings
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.

As of the current date, there is no private segg#oticipation in the production of oil derivativeslowever,
on July 15, 2008, Petroecuador and Petréleos deAdeta Ecuador, S.A. (“PDVSA Ecuador”) formed a resity
called RDP in which Petroecuador is currently thegamty shareholder (51%) and PDVSA Ecuador isrtiieority
shareholder (49%). RDP will develop a refineryjpcowith the same name to be built in the munidipaf Manta,
Manabi Province, with a total nameplate capacit3@®,000 bpd. It is expected that RDP will prodgesoline,
diesel, kerosene, polypropylene, benzene, mixedngyland LPG. The land rights and environmentahies
necessary to develop RDP have already been obtandda preliminary detailed feasibility study bétproject is
complete. The total estimated investment for RDBpproximately U.S.$15 billion. Negotiations arggoing to
provide financing for the project, although no demis have been made as to whether the projecbaifinanced
by debt or equity or a combination of both. In #vent RDP is able to obtain financing through debthis project,
it is not clear whether it would be able to do dalerremaining within the 40% public debt to GDRiili as further
described in “Public Sector Finances — Fiscal RdlicFor a description of the risks of the limitai on further
borrowing for projects like RDP, se®isk Factors — Risk Factors relating to Ecuador ke TRepublic may incur
additional debt beyond what investors may havecgated of as a result of a change in methodologsalculating
the public debt to GDP ratio for the purpose of ptying with a 40% limit under Ecuadorian law, whicluld
materially adversely affect the interests of Noldéis” Construction has commenced and the projecthedualed
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 the
President in accordance with the Hydrocarbons lavd set according to variables such as domesti@érand
the impact of the price on public finances. Un®98, the Government had fixed the maximum profieleor
distributors at 18%. In 1999, the fixed margin weéisiinated. In early 2000, the Government reinstatd 5% fixed
margin for regular gasoline and diesel fuels (thstors remained free to set any margin for premgasoline).
Since 2003, the fixed margin has been determinezbints per gallon. In 2005, the margin increased.&%$0.71
per gallon of regular gasoline and to U.S.$0.137gadlon of diesel. These margins were set by Beeial decree
number 73 (“Decree 73”), which was issued in Au@5. Any future change to the profit margin vebrgquire
a new Presidential decree.

Decree 73 also regulates the sales price of conspeteoleum derivatives, thereby creating consumer
subsidies for gasoline and diesel products. Theef gasoline sold to consumers is fixed at U.$&per gallon
for gasoline and at U.S.$0.90 per gallon for die3¢le amount of the subsidy is thereby determingdhie
differential price between this fixed price of ceudil and the spot price of West Texas Intermedfaérl”), as
determined by the New York Mercantile Exchange (MEX").

Several private multinational petroleum companiesluding ExxonMobil and PDVSA Ecuador, have
established service stations in Ecuador. As of bées 31, 2015, Petroecuador maintains a netwodddfervice
stations of its own and 264 affiliate stations.
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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 5.2 hillion cubic metersatdiral gas reserves, which it expects will bdéigaht to meet
internal demand for the next 20 years.

Since 2010, the natural gas platform at the Amidteld which was previously operated by the U.S.
Company Energy Development Corp. Ecuador Ltd. (“BED(as been managed by Petroecuador, as a resiROf
failing to reach a contractual agreement with tloew&enment. In 2012, Petroecuador announced tlvewdisy of
approximately 28.3 billion cubic meters of natuyak in block 6 of the Amistad field in the gulf@tayaquil. Due
to the creation of four new wells and exploratioilidg in this block, production increased from.49 cubic meters
per day in 2013 to 55.91 cubic meters per day t¥20

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 coratiproject, 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 savf).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 3®y&0 tons of
LPG and have storage tanks for diesel and petroleum

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,&etric
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 als@ecember 2016, Ecuador has potential minerakveseof
41.4 million pounds of copper, valued at U.S.$9llidni, potential gold reserves valued at U.S.$5bilfion,
molybdenum reserves valued at U.S.$5.5 billion, siheér reserves valued at U.S.$3.7 billion. Itatothe nation
has estimated reserves valued at U.S.$151.1 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 throyagimt 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 GB5% in 2015, 0.33% 2014, 0.32% in 2013, 0.33%
in 2012 and 0.29% in 2011). In the first six mantf 2016, the mining sector represented 0.36% PG
compared to 0.37% of GDP for the first six month2@l5. In 2013, most production from mining wanhgrated
by domestic artisan and jeweler businesses. Haw&eeiador expects mining exports to continue togase as a
result of an expansion of the nation’s mining pectgein 2014 and 2015. Currently, there are fivejgmts in
advanced stages of completion — two copper mindstlaree gold mines. Project Mirador is the largesiper
project in Ecuador. The copper mine in the Zan@nanchipe province is expected to begin productin2018.
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Project Mirador is financed in part through a UZ080 million concession to Ecuacorriente S.Agiatjventure
owned by the Chinese companies China Railway Cactgtn Corporation (“CRCC”) and Tongling Nonferrous
Metals Group. Investment in the project will bedady Ecuacorriente S.A. over a 15-year period) &% of the
amount coming in the first seven years. The Gawvernt estimates that the project will produce 30,@0bes per
day during the first three years, increasing afseds to 60,000 tonnes per day. The Fruta del Nendgect, located
in the Zamora Chinchipe Province, is a gold andesilbre deposit owned by the Lundin Gold group,civhis
expected to start operations in 2018. The Rio &lgroject is a gold and silver mining project ligchin the Azuay
Province which will start operations in the secdradf of 2017. Other projects, mostly in the soatlihe country,
are in different stages of negotiation and comgteti

Electricity and Water

As of 2014, hydroelectric plants supplied approxehed6% of the power in Ecuador. By year-end 2016
the Government predicts that hydroelectric plantisggnerate 93% of the power in Ecuador, compaoetb.6% in
2014. This is expected to be achieved througtdéwvelopment of a matrix of hydroelectric plantsltotiroughout
Ecuador. Ecuador’s objective in developing thistriras to reduce its consumption of oil througH based
generators, thereby decreasing oil imports and ampg energy independence. Ecuador also planeptace
household oil-based consumption (for cooking andtihg as further described below) with electridigsed
consumption through the hydroelectric power gheyéby eliminating the need for a gas subsidy.

The 1,500 MW Coca Codo Sinclair plant will be Ecoigsl largest hydroelectric project. It is expected
generate an average of 8.73 GWh per year and sappisoximately 30% of the country’s electricity dee In
November 2016, all eight turbines in the plant beesoperational, generating 1,500MW of power, or 38R0
Ecuador’s electricity needs. On October 19, 2@4/6, additional turbines in the Coca Codo Sincldanp became
operational. The two turbines generate 180MW eaie,bring the total production of the Coca Codwhir plant
to approximately 1,113MW. On the same day, thee\Recesident Jorge Glas announced that the twotfinsines
of the plant will become operational before the eh@016. The plant is set to reduce 3.5 milliong of carbon
emissions per year and replace oil energy consomtr domestic purposes such as cooking and instating.
The plant will join the existing infrastructure bfdroelectric plants that include the 160 MW Maplnt in the
Azuay province, the 1,075 MW Paute-Molino plantm€aenca, the 275 MW Minas San Francisco plant5the
MW Quijos plant, and the 487 MW Sopladora and Qaitideplants planned along the Paute River. Mahthese
hydroelectric projects are financed through agredsevith bilateral lenders, including the China faxBank,
which has provided U.S.$1,700 million to finance thoca Codo Sinclair project, U.S.$571 million ittahce the
Sopladora hydroelectric project and U.S.$313 mmillio finance the Minas San Francisco hydroelegtraject, the
Brazilian National Economic and Social DevelopmBahk which has provided U.S.$90.2 million to finartbe
Manduriacu hydroelectric power plant project neait@ and Société Générale and Deutsche Bank whiétpril
2014 committed to together provide an additiong.®50 million to finance the Manduriacu hydroelgcpower
plant.

The construction of these hydroelectric plantsus tb an enhanced effort by the Government to tnves
the sector. In 2015, the Government invested W,S86 million in the electricity sector, a 43% iease from 2011,
when the Government invested U.S.$1,094 milliorthie sector. Construction on the new line of hytrceic
plants continued in 2016 including the 115MW Delsisagua hydroelectric plant and the 254.4 MW ToRihton
hydroelectric plants, and the construction of &negir in the Minas San Francisco project.

In March 2014, President Correa announced a negramoto substitute electricity use for gas usedddn
this program, beginning in November 2014, the Gorent began to sell subsidized stoves to replasesigwes.
President Correa has stated that the use of eletaves will enable the Government to terminageghs subsidies
in 2017 and the net effect on the Government budgkbe positive due to the elimination of the sidies, with
savings of approximately U.S.$800 million a year.

The Government has also increased investment iwaler sector in order to alleviate flood condis@nd
access to potable water in various parts of thentcpu Ecuador’s national water authorifyecretaria de Agya
currently has invested U.S.$1,130 million out oplanned U.S.$2,100 million for six multi-purposeojects to
improve flood control and irrigation. One of theshimportant projects in the water sector is thdtidropdsito
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Chone project in the Manabi province. Financedhgy Government and private partners, the U.S.$20l8n
project sets out to construct a dam to alleviagefitod conditions of the region. The project valso construct a
drain system, which will serve for irrigation pugas and provide a drinking water supply for Manabi.

Other water projects include: (i) the Cafiar Nabpjoject, which is expected to cost U.S.$319iamllto
protect approximately 40,553 hectares along theaCRiver and its adjoining streams through a systémevees,
including a 12-kilometer bypass, (ii) four new lgé&s, (i) a flood regulatory system and (iv) theS1$352 million
Daule-Vinces project that is expected to redireatew from the Daule River and transport it alongOakilometer
canal to dry farmlands.

These flood control projects will reduce the soeiatl economic damage caused by floods in the winter
season, allowing the Government to reallocate ressupreviously used to repair the damage to qiigects. To
repair the damage, the Government spent U.S.$3lianmn 2012 and U.S.$415 million in 2013. Thev@mment
did not spend any funds in 2014 and 2015 due tonifcewinter conditions for those years.

In 2015, the electric and water sectors contribwetbtal of U.S.$1,421 million to GDP, an increase
compared to U.S.$1,201 million in 2014. Since 2ah#& sectors represent an average of approximaidp of
GDP per year. For the first quarter of 2016, tleeteic and water sectors contributed a total &.8364 million to
GDP, an increase compared to U.S.$343 millionHerfirst quarter of 2015.
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Telecommunications

In 2007, only 8.47% of the Ecuadorian populatiors wannected to the Internet. Under President @srre
administration, the average percentage of Intemsets has increased to 108.7% per every 100 imtmibias of
March 2016. Similarly, while only 20 of EcuadoP81 municipalities had access to the national fdpgic network
in 2007, this number increased to 200 by 2015.

In 2011, the telecommunications sector accountedJf§.$1,812 million of GDP. This amount steadily
increased through 2014, when the telecommunicatotor accounted for U.S.$2,175 million of GDP.2015, the
telecommunications sector decreased and accoumred).5.$2,152 million. From 2011 through 2015, the
telecommunications sector represented an averaggpmfoximately 2.18% of GDP per year. In 2015, the
Government invested U.S.$305 million in the sector,increase compared to U.S.$294 million in 20E4r the
first six months of 2016, the telecommunicationstae accounted for U.S.$876 million of GDP, a desee
compared to U.S.$1,053 million for the first sixmttws of 2015.

In 2008, Ecuador granted Spain’s Telefénica (culyesperating in Ecuador as “Movistar”) and Mexiso’
América Movil (currently operating in Ecuador adéf”) fifteen-year concession contracts to provide country
with telephone and 3G services. The concessiangxensions of previous agreements both compaa@avith
Ecuador and are expected to generate U.S.$84@mitli revenues for Ecuador over the course oféhm 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, ‘§é® Ecuadorian Economy — Economic and Socialcidi
— Telecommunications Law.”

Other Sectors of the Economy
Agriculture

Before the discovery of petroleum fields in prowsaf the Orient region in the 1970's, the agrirelt
sector had traditionally been the largest contabit Ecuador's GDP. Of Ecuador's total 27.1 onillhectares, 7.8
million are devoted to agriculture and livestoclcukdor's diverse climatic conditions, varying atlggs and rich
volcanic soil are well suited to tropical and soptcal agriculture. Ecuador's primary product fréms sector,
which is also the nation's most significant non-@kiport, is bananas. According to data from thedFand
Agricultural Organization of the United Nations AB"), Ecuador has represented approximately 25%08% of
banana world exports for the ten years ending iceDer 31, 2013. Ecuador also exports signifieambunts of
coffee, flowers, and cacao. The agricultural sectmstituted an average of 7.67% of GDP per yeathfe years
2011 through 2015. In the first six months of 20th@& agricultural sector represented 8.57% of GBPincrease
compared to 8.34% for the first six months of 2015.

Between 2011 and 2015, the volume of Ecuador'snaaaaports increased by 25%. In 2012, the value of
Ecuador's banana exports decreased by 7.5%, gsinaaria result of difficult growing conditions fdnat 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. thin first nine months of 2016, banana exports édtal
U.S.$2,039 million, a 4.2% decrease from U.S.$2hflBon in the first nine months of 2015.

Ecuador also exports significant amounts of caCamao exports were U.S.$474 million in 2011. 1420
the value of cacao exports decreased to U.S.$34ibmdue to difficult growing conditions for thgear. However,
exports increased to U.S.$423 million in 2013 wgeowing conditions returned to normal. With contd normal
growing conditions, cacao exports reached U.S.$8illbn in 2014 and increased to U.S.$693 millionZ2015. In
the first nine months of 2016, cacao exports tdt&)eS.$389 million, a 16.0% decrease from U.S.$#@Bon in
the first nine months of 2015.
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Flowers and flower products are among one of thvgesg but fastest growing exports for Ecuador, mgki
up 4.5% of Ecuador’s total exports in 2015. Flowgports were U.S.$676 million in 2011, U.S.$714liam in
2012, U.S.$830 million in 2013 and U.S.$918 million 2014. In 2015, flower exports decreased by 1%
U.S.$820 million primarily as a result of the sgtrening of the dollar which made Ecuador’s flowensre
expensive compared to Colombian flowers. In thst fnine months of 2016, flower exports totaled .639
million, a 3.7% decrease from U.S.$643 millionhe first nine months of 2015.

Fishing

Another important aspect of Ecuador's agricultigdts 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 steadilg riosthe period from 2011 to 2014, growing from \$5178
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 the first nineatin® of 2016, shrimp exports totaled U.S.$1,88Tianil an 11.7%
increase from U.S.$1,689 million in the first nimenths of 2015. This increase was due to the regmfethe price
of shrimp caused by a decrease in shrimp expoota India and Vietnam. Fishing exports, other tshnmp,
decreased from U.S.$257 million in 2011 to U.S.$&dlion in 2015. In the first nine months of 201shing
exports, other than shrimp, totaled U.S.$178 mmilli@ 4.8% decrease from U.S.$187 million in thet fine months
of 2015. This decrease is due to the impact dbpged climate change on the Ecuadorian coast.

Manufacturing

Manufacturing, excluding petroleum products, is dwted by consumer products such as food, beverages
textiles, and paper, with a concentration of imgdrintermediate and capital goods. The manufagusector
contributed 12.20%, 12.21%, 12.59%, 13.57% and988.70 the GDP, per year for the years 2011, 200232
2014 and 2015 respectively. The manufacturingosedso contributed 13.78% and 14.06% to the GDRh® first
six months of 2015 and 2016, respectively.

Ecuador’s main manufactured, non-petroleum ex@ygscanned seafood, automobile assembly, processed
cocoa, and processed coffee. The manufacturingrseas grown an average of 9.8% per year betweéf 20d
2015. During 2011, 2012, 2013 and 2014, manufexgigrew by 12.4%, 11.1%, 9.8%, and 14.5%, respelgti In
2015 manufacturing grew by 1.2%, reaching U.S.$183, &illion. Manufacturing decreased by 2.1% from
U.S.$6,963 million in the first six months of 206bU.S.$6,814 million in the first six months of ) According
to reports from the Central Bank, 2011 saw an sm®ein the amount of credit extended towards matwriag
activities. This lead to a substantial growth hie sector, particularly in the production of dgimpducts, wheat
products, beverages, and the processing and catiserof meat, among others, which contributedh® 12.4%
increase in that year. The slowdown in growth @24 in 2015, and the decrease in growth of the fiaaturing
sector were due to the general slowdown of the@uogrin 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 abewabl 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@ —
Foreign Trade — Trade Policy.” By the end of 2023% of Ecuador’s non-petroleum exports were solthe
European Union, and 15.1% of all of Ecuador’s etgwere sold in the European Union.

Construction

The construction sector accounted for 10.53% of GDP2013, 10.67% in 2012, and 10.23% in 2011. In
2015, the construction sector accounted for 10.60@DP, compared to 10.63% in 2014. For the rstmonths
of 2016, the construction sector accounted for %.92 GDP compared to 10.89% for the first six mantii 2015.
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In 2014, construction activity continued to increas real terms, growing by 7.3%, compared to 8i8%013 and
12.2% in 2012. In 2015, construction activity desed by 0.6% in real terms compared with 2014 famttie first
six months of 2016, construction activity decrealsgd 0.2% in real terms compared with the corredpanperiod
in 2015. These decreases in construction activére due to a decrease in public construction pi®jeln 2014,
approximately U.S.$1,029 million worth of raw maaés used for construction were imported, an inseefiom
2013 when U.S.$928 million worth of raw materialsed for construction were imported. In 2015, Us31$
million worth of raw materials used for construatizere imported, a decrease from 2014. The steamgase in
construction and the large percentage of GDP thapresents is a result of the construction agtivi connection
with the nation’s infrastructure projects, partamnly the development of new oil fields, and the fogdectric and
flood control projects of the past seven years.

Science and Technology

The Government has begun development of a veryeladyication 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. Develspbave 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 it gpend U.S.$20 billion over the course of 16 ge@r 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 has steadily grown dlerpast five years. In 2011, 1.14 million tourigtsted
the country. The figure increased to 1.27 millier2012, 1.36 million in 2013, and 1.56 million éach 2014 and
2015. In 2015, the largest population of tourgstsie from Colombia, followed by the United States] then Peru.
There is also a significant number of U.S. exptasand retirees who currently reside in the cquntr

The steady increase in tourism over the last figary is in large part due to promotional campaigns
instituted by the Ministry of Tourism. In 2010,etfEcuador loves life” campaign was launched in |&nd,
Germany, France and the United States. A secompaign, the “I discovered” campaign, was launche@011,
and a third campaign, the “All you need is Ecuadmimpaign, was launched in 2014. As part of taispaign,
Ecuador became the first government to advertisegithe Super Bowl, airing a thirty second spatimy the 2015
event. The Ministry also provides financing andistics advice to local businesses that cater uadts such as
tours and adventure companies. The 2015 annugiebwadiocated U.S.$110.7 million to the Ministry Tdurism
for tourism promotional campaigns and other initizt to promote tourism.

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 (Brazill 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
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no definitive completion date. Both projects aoé toll roads and were financed by oil revenuesfarancing from
CAF.

The 2016 budget allocates U.S.$681 million forGdivernment transportation projects including aitpor
road, and various municipal construction and maigtee projects. Two recent significant projecteehaecently
been financed along with the municipality of Quitm February of 2013, a new international airpggéned in the
suburbs of Quito. The airport cost was U.S.$700ioni and was financed by Quiport S.A., an interomal
consortium led by AECON Construction Group and HA&elopment Corporation. The new airport featuhes t
largest control tower and the longest runaway ofiaternational airport in Latin America. Phasefzhe airport,
which includes the expansion of the passenger medmnew jet bridges, and the expansion of the ingpareas
was financed by Quiport S.A. and cost U.S.$70.9ienil Construction of Phase 2 of the airport wampleted in
2015, and began operating as a passenger termiN&ly of that year. A new road and bridge to redcengestion
from the previous single bridge and highway thdtttethe airport have been completed. Construadfansubway
system in Quito based on the Metro of Madrid hanbenderway since 2012. This metro system is eggetct
connect the northern business and resident are@sitd to Quito’s historic city center. The projestbudgeted to
cost U.S.$1,680 million through completion and xperted to commence operations in 2019. This graej@s
financed, in part, by a U.S.$205 million loan fraghe World Bank, a U.S.$259 million loan from ther&uean
Investment bank, which was increased by U.S.$440082in November 2016 , a U.S.$200 million loamirthe
IDB and a U.S.$200 million loan from CAF. In Febry 2014, the municipality of Cuenca began conttnof
the Tranvia Cuatro Rigsa 21.4-kilometer tram system with 27 stationshe Pproject is planned to connect the
airport and city-center to the outlying suburbshaf city. The project is estimated to cost U.S.$2@8on and was
financed, in part, by a 15-year loan executed imudey 2013, pursuant to the French government’srgimge
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.$264 for 2011.S.$354
for 2015. The announcement of the minimum wagédiegipe for 2016 was made in December of 2015 aas set
at U.S.$366 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 2011 to 2016.

Monthly Minimum Wage @
(in U.S.9$)

2011 2012 2013 2014 2015 2016
264 29z 31¢ 34C 354 36¢€

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 thgatcampany that generates a profit shall distributenongst its
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:
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Labor Force and Employmen
(in thousands of persons, except percentages)

For the year ended December 31, As of September 30,
2011 2012 2013 2014 2015 2015 2016

Total Populatioft) ..............c.c...... 15,266 15,520 15,775 16,027 16,279 16,215 16,466
Labor FOrce?...........ooovvvvvinisirn. 10,533 10,864 11,200 11,159 11,399 11,318 11,639
Labor Force Participatiofy........... 6,582 6,701 6,953 7,195 7,499 7,600 8,057
Labor Force Participation Rate..  62.49% 61.68% 62.08% 64.47%  65.78% 67.15% 69.22%
Employed Labor Force............... 6,305 6,425 6,664 6,921 7,141 7,274 7,638
Unemployed Labor Force.......... 277 276 289 273 357 325 419
Unemployment Raté ................. 4.21% 4.12% 4.15% 3.80%  4.77% 4.28% 5.20%

Source Based on figures from INEC as of September 2016.

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

(2) Refers to population above minimum working agey&&rs old), whether or not they are willing to work
(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 patiential
employers online.

From 2011 to 2015, the unemployment rate increésef.56 percentage points. Underemployment, or
individuals who are unable to obtain full-time wote receive a salary meeting the official minimunage,
decreased from 49.29% to 48.09% during this timavelf During 2011 and 2012, unemployment decreased to
4.21% and 4.12%, respectively. In 2013, unemploynséghtly increased to 4.15%, then decreasing.89% in
2014 due to increased job creation in the servaned commerce industries. In 2015, the unemploymate
increased to 4.77% due to a general slowdown oétle@omy in 2015 that led to job losses in bothpttneate and
public sectors. The rate of unemployment increase8.20% as of September 30, 2016 due to a cadinu
slowdown of the economy.

The rate of individuals who are unable to obtailttfme work to receive a salary meeting the o#ici
minimum wage, or underemployment, also steadilyetesed from 49.47% in 2011 to 47.17% and 47.77201P,
and 2013, respectively. The underemployment rat¢ircued to decrease to 46.69% in 2014 but inctees@015
to 48.09%.

The sectors that registered the greatest reduictiemployment in the period from 2011 to 2015 wire
agriculture sector with 2.89 %, and the commeratosewnith 1.52%. The labor force participationeradf the
Ecuadorian economy increased by an aggregate 8fpgzentage points, from 2011 to 2015 while uneympént
increased by 0.56%. Underemployment decreased?B¢4dlin the same time period.
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The following table sets forth information regamglithe unemployment and underemployment rates, eat
minimum wages for the periods presented:

Wages and Unemploymer
As of September
For the Year ended December 31, 30,

2011 2012 2013 2014 2015 2015 2016

Unemployment rate (% of economically active pogolat®........ 4.21 412 415 3.80 4.77 4.28 5.20

Underemployment rate (% of economically active gapon)®...  49.67  47.15  47.77 46.69  48.09 49.2 55.40

Source: Based on figures from INEC as of Septe2®&6.

(1) Refers to population at or above the minimum wagkage 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-fufie work to receive a salary meeting the officr@himum wage.

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

r

Average Wage  Oil and Mining Agriculture @ Service$? Manufacturing Tourism®
295.70 340.81 263.30 424.05 247.28 326.86
345.50 479.73 302.90 493.10 282.78 372.86
374.90 510.80 340.00 551.21 313.20 398.24
416.5 704.93 373.00 560.00 341.30 424.10
422.80 715.46 398.70 535.10 352.20 446.00

Source: Based on figures from INEC.

(1) These figures include mixed income (wage and nogenacome) by economic sector per month as of #ie mhdicated. = Methodology to
compute the data is based on all wages earneddidnals in a month. For the purposes of thisad#tere is no distinction made between

full-time and part-time workers.
(2) Represents industrial production of agriculturaldurcts.
(3) Services include water and electric.
(4) Tourism includes hotels and restaurants.

Poverty

In recent years, Ecuador has seen decreases Ia #verban and rural poverty. The urban povestgr

decreased from 17.4% to 15.7% between 2011 and, 2@1ite the rural poverty rate decreased from 5018%

39.3% across the same time frame. Extreme povatég have also decreased, from 5.0% of all urlbaiséholds
in 2011 to 4.4% of all urban households in 201% fiom 24.6% of all rural households in 2011 toO¥3.of all

rural households in 2015. At the same time, tha #xtreme poverty rate decreased from 11.6% il 20 8.5% in
2015. The rate of poverty increased from 22.0%fasine 30, 2015 to 23.7% as of June 30, 2016.

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 Povert
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 2011 .......ccceveeeeeieeeieeieenen, 17.4 50.9 28.6 5.0 24.6 11.6 22.1 73.7 39.4
December 2012.... v 161 49.1 27.3 5.0 23.3 11.2 20.1 70.3 37.0
December 2013........ccceveeeecieecieecieenenn 17.6 42.0 25.6 4.4 17.4 8.6 25.7 65.7 38.7
December 2014 ........cocovveeeeceecieeieenenn 16.4 35.3 22.5 4.5 14.3 7.7 24.8 57.8 35.4
December 2015.......cccccoveeiieeiiieemns 15.7 39.3 23.3 4.4 17.0 8.5 n/a n/a n/a
June 2015 14.4 38.0 22.0 3.8 14.9 7.4 n/a n/a n/a
June 2016 15.6 40.9 23.7 3.9 18.6 8.6 n/a n/a n/a

Source: Based on figures from INEC as of June 2016.

(1) Persons whose income is below the poverty lie of December 31, 2015, the poverty line, @ermeined by Ecuador, is
U.S.$83.79/month, per household.

(2) As of December 31, 2015, the extreme povéntyis U.S.$47.22/month per household.

(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 admirgstéry thenstituto Ecuatoriano de Seguridad Sodjtle
Ecuadorian Social Security Institute or “IESS”), wsll as by thelnstituto de Seguridad Social de las Fuerzas
Armadasand thelnstituto de Seguridad Social de la Policia Nacio(tee Social Security programs of the Armed
Forces or “ISSFA” and the Ecuadorian Police Depanimor “ISSPOL,” respectively). The Ecuadorian i&bc
Security System is a trans-generational model whereurrent work force funds the benefits of that® are no
longer in the work force and permits retirees smahake on-going contributions to their retirenfend.

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 contributidmsn 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 is U.S.$183.

Retirees benefit from the IESS system once they Hef employment. As of December 2015, IESS,
ISSFA and ISSPOL had 9.2 million, 1.1 million an@ @nillion beneficiaries, respectively. In 2016tal non-
financial public sector contributions to social wéty were U.S.$5.0 million, or 5.1% of GDP, an riease from
U.S.$4.7 million, or 4.7% of GDP in 2014. |ESS’snkficiaries include 3.1 million affiliates, 0.4 Ihun
pensioners, 4.4 million dependents, 1.1 milliongde@overed through rural social security and @G@8on people
that receive benefits related to work related riskor 2015, IESS’s expenditures totaled approxégat).S.$6
billion.

Under Article 372 of the 2008 Constitution, tBanco del Instituto Ecuatoriano de Seguridad Softlad
Social Security Institute Bank of Ecuador or “BIEB® responsible for channeling investments andaging
public pension funds. Resolution JB-2009-1406 wthdén July 2009 sets the parameters for the tygpfes
investments allowed. Investments in real estateoaty allowed in the long term (over five yealigyestments in
trusts are not allowed in the short term (less Bgrars), and investments in public sector seéeardannot exceed
75% of the market value of the fund. A risk conmtagtmust approve all investments. Investments breisated by
an approved rating agency, and no investment masateel lower than specific thresholds set for type of
investment, as determined by the risk committees oA December 31, 2015, BIESS is the largest hotder
Government securities, with 45.31% of its portfoiwestment, or U.S.$7,631 million, in Governmealdings.
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The primary functions of the BIESS are, among athttre provision of different financial serviceglsias
mortgages, pledge-backed loans and unsecuredscréditlitional services include portfolio re-discowperations
for financial institutions and other financial sees in favor of retirees and other affiliatestoé IESS by means of
direct operations or through the national financsgistem. Additional bank functions are investmant
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@&alirity 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,lamiched a
nation-wide literacy program. Under the refornudeints were to receive free medical attention, clchmches,
and uniforms.

The 2016 annual budget allocated U.S.$4.9 bilfimn Government education and education initiatives.
Education initiatives include the continued condtian of Yachay (See “The Ecuadorian Economy — O8extors
of the Economy — Science and Technology”), the afseutside consultants to improve English educatibe
granting of scholarships to exceptional studentssfady in elite foreign universities, the inspeatiof Ecuador’s
universities to ensure that they meet a high stahdaality, and various other projects administdogdndividual
municipalities.

Education is mandatory in Ecuador until the agedof The literacy rate for adults over fifteen rgeaf age
was 94.2% in 2015, and has been above 90% sinee 200

Health

The 2016 annual budget allocated U.S.$2.4 bilfmnEcuador’s health sector. Recent reforms inelad
mandatory increase in hours and pay for medicdepsmnals, and the creation of mobile clinicsnuleed to ensure
vaccinations in the most remote areas of the cpunifihe Government has also signed various agresmeéth
private companies to produce generic drugs in do@try.
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LEGAL PROCEEDINGS

The Republic is involved in certain litigation aadministrative arbitration proceedings describeld.
Some of the proceedings described below are coedyetrsuant to the mandatory arbitration provisimmsained
in the U.S.-Ecuador Bilateral Investment Treaty #trelCanada-Ecuador Bilateral Investment Treatgpadéicable.
These treaties aim to protect investors of botfonatin the other country. An unfavorable resantof some of
these proceedings could have a material adverset effi the Republic.

Occidental - Breach of Contract Claim

In May 1999, Empresa Publica de Hidrocarburos del Ecuad@iPetroecuador”) and Occidental
Exploration and Production Company (“Occidentalijezed into a participation agreement for the engtlon and
exploitation of hydrocarbons in Block 15, in theigdte region. On September 15, 2004, Petroecuaelar s
Occidental a notice of breach alleging various gdsufor forfeiture of the participation agreementluding the
unauthorized assignment of 40% of Occidental’stsgind obligations thereunder to Canadian oil camfiancana.
Block 15 is one of Ecuador’s most productive aéldis. In May 2006, the Ministry of Energy and Mirdelared
the participation agreement with Occidental todyeninated due to its alleged breach of the Hydimmas Law. As
a result, all of Occidental’s assets were traneteto the Republic. In May 2006, Occidental filedam before the
International Centre for the Settlement of Investtriisputes (“ICSID”) against Ecuador in an amooht).S.$3.3
billion, claiming that the termination of the parfiation agreement constituted the “equivalentxpirepriation,” in
violation of the U.S.-Ecuador Bilateral Investm@inéaty, and that the forfeiture of the participatagreement was
litigated for political reasons rather than duanallegal assignment.

On October 5, 2012, the ICSID arbitral panel issaedrbitral award in favor of Occidental in thecaumt
of U.S.$1.7 hillion, plus interest, but it also falithat Occidental’'s assignment to Encana was rimadelation of
Ecuadorian law. The arbitral panel calculated tmewnt based on the full value of the contract, \sitleduction of
25% due to such violation. On October 9, 2012, Houdiled a petition for a stay of the enforcemefthe arbitral
award until an annulment procedure could be cawigd The petition was registered with ICSID oot@er 11,
2012. On January 18, 2013, ICSID appointed an adpaoel to resolve the petition for the stay ands@er a
petition for annulment. The first meeting of thenphtook place on March 25, 2013. On May 13, 2Q48, panel
met to consider a February 13, 2013 petition byidgetal to lift the currently effective stay of treebitral
award. In a September 30, 2013 decision, the patiéed the stay of the award and held that @wd continue
unconditionally.

On August 12, 2013, Ecuador submitted its briedmfiulment. On October 18, 2013, Occidental predente
its response, arguing that there was no basisnf@naulment. Ecuador presented its reply on JariaPp14 and
Occidental submitted its rejoinder on February 2814. The hearing concerning annulment took plateveen
April 7 and April 10, 2014.

On November 2, 2015, the ad hoc panel partiallyuled the October 5, 2012 arbitral award, findihgtt
the unauthorized assignment of 40% of Occidentajtets under the participation agreement was madéoiation
of Ecuadorian law and therefore limited the arkibraaward to U.S.$1.06 billion, plus interest. Seduent to this
finding, on November 4, 2015, the U.S. District @dor the Southern District of New York issued @mwler, at the
petition of Occidental, recognizing the award dimal judgment of the court.

In January 2016, Ecuador and Occidental enterew ansettlement agreement. As a result, no further
actions have been taken in court proceedings in Mewk to enforce the award. In the settlement exgrent,
Ecuador agreed to pay a total of U.S.$980 millm®Otcidental in a series of installments. In J20&6, Ecuador
paid the final installment to Occidental. Occidgraigreed to release all claims and accept suamgrag as a final
settlement of all amounts payable pursuant to thigral award.
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Chevron

In 2006, Chevron brought arbitration proceedingairas} the Republic under the arbitration ruleshef t
United Nations Commission on International TradevLAUNCITRAL”) alleging the Republic’'s breach under
certain “denial of justice” provisions under theSUEcuador Bilateral Investment Treaty. In AuguBii® the
arbitral tribunal established that Ecuador had dired such treaty and should pay Chevron U.S.$9omiblus
compound interest calculated from September 1, 20l the date of payment. The tribunal acceplesigosition
of Ecuador that any amount received by Chevron lshioe subject to the payment of a tax at a ra®/a81% (the
preliminary arbitral award was approximately U.®@Mmillion) and deducted the tax amount due to Hou&om
the preliminary arbitral award of U.S.$700 millioBonsequently, Ecuador filed a petition to anna #ubitral
award before the District Court of The Hague, whigs denied on May 2, 2012. Ecuador presented p@aafo
the District Court decision, and on May 13, 201® Appellate Court of The Hague heard the argumente
parties on appeal and rejected Ecuador’s appedloa 19, 2013. In September 18, 2013, Ecuadoermiers an
appeal to the Supreme Court of the Netherlandsshwheld hearings on February 28, 2014 and denieddst’s
appeal on September 26, 2014.

On July 27, 2012, Chevron filed a claim before Ehgtrict Court of the District of Columbia (Washiog,
DC) seeking recognition and enforcement of thetabaward. On March 25, 2013, Ecuador filed iteefom
opposition with the court, and on April 25, 2013&@ron filed its response. On June 6, 2013 thé&riBisCourt
confirmed the award in favor of Chevron. Ecuadtadfan appeal on July 1, 2013, to which Chevréedfian
opposition brief on August 19, 2013. On Octobef@®15, the United States Court of Appeals for thstriat of
Columbia Circuit affirmed the District Court de@si Accordingly, the arbitral award granted to Gleavbecame
due and payable in the United States with the dante and effect as a judgment in a judicial actidrhe total
amount due under the award, (U.S.$96.4 million plLs.$16.4 million in interest) was paid by EcuattbChevron
in satisfaction of the arbitral award.

On September 6, 2013, because Ecuador did not susbv&antial assets in the District of Columbia,
Chevron filed a motion to enable it to register thstrict court award “in any other district” in @hUnited
States. Ecuador objected, arguing that Chevronldhe permitted to register the award only in $hadlistricts for
which Chevron has provided sufficient evidence tBatiador has substantial assets.” On October @B3, 2he
District Court of the District of Columbia grant&@hevron’s motion to register the award in any otttistrict. On
June 11, 2014, Ecuador appealed the District Gieeision. Chevron filed a response to this appealuly 18,
2014 and Ecuador filed a reply on August 8, 20X@n August 4, 2015, the United States Court of Atpéor the
District of Columbia Circuit affirmed the Distri€@ourt decision. On February 25, 2016, Ecuadod feetition for
a writ of certiorari requesting that the Unitedt€saSupreme Court review the decision of the Calufippeals. On
June 6, 2016, the United States Supreme CourtalémeeRepublic’s writ of certiorari.

On a separate matter, in September 2009, Cheilssha UNCITRAL arbitration claim against Ecuador
for an undetermined amount. The claim seeks ind@ation for claims brought by indigenous commuestiin
Lago Agrio, Ecuador, against Chevron for environtaedamages. In 2011, an Ecuadorian court rulefdvor of
the Lago Agrio community, ordering Chevron to pays5\$19 billion in damages. This amount was reduoed
U.S.$9.5 billion in November 2013. Chevron argtireg Ecuador and Petroecuador should be solelpnegge for
any judgments arising from claims resulting frora ttago Agrio litigation because of “hold harmlepsbvisions of
a 1995 settlement agreement (“1995 Settlementiyd®t Chevron and the Republic and also claims breathe
1995 Settlement and the U.S.-Ecuador Bilateraldtment Treaty. On the other hand, Ecuador argaestthas not
assumed any obligation to indemnify, protect, dedé Chevron from third party claims. On January 281 2, the
arbitral tribunal issued an interim award that oedeEcuador to take all available measures to sdspiee
enforcement or recognition of the claims in the d.#grio case in Ecuador and abroad. On Februarg@®2, the
tribunal issued a second interim award orderingv@reto compensate Ecuador for the costs Ecuadmnirsnin
performance of its obligations under the interimaeds, and ordered Chevron to post a bond in theuamaf
U.S.$50 million to secure payment of the same. Jiamtiffs for the Lago Agrio case, in November 20bbtained
the seizure of certain bank accounts of Chevrofirgentina and the seizure of Chevron’s interesiissirgentine
subsidiaries. In a third interim award dated Fely @&, 2012, the arbitral tribunal held that it hadsdiction to
hear the claim. In a fourth interim award datetirkery 7, 2013, the arbitral tribunal resolved tBatiador has not
complied with the decisions from the previous awarahd that each party shall argue whether Ecuadmt
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reimburse Chevron for any expenses related to nif@eement proceedings. The arbitration tribured divided
the merits of the case into three tracks. The fiexck will decide issues relating to the 1995tI8etent and the
obligation of Ecuador to indemnify Chevron fromrthparty claims. The second track will decide ésstelating to
denial of justice claims by Chevron and the allegeshch of the U.S.-Ecuador Bilateral Investmergaly. Once
tracks 1 and 2 have been decided on the meritghittetrack will determine any monetary damages tiesulted
from the alleged breaches and will assess the ragnetlue of the environmental damage in the LagpicA
community. On September 17, 2013 the arbitrabitréld issued a partial track 1 award (track 1A) whieragreed
with the Republic in that the 1995 Settlement did preclude the Lago Agrio plaintiffs from assegtidaims “in
respect of their own individual rights.” According the arbitral tribunal, the 1995 Settlement baesms that
Ecuador might raise in the exercise of their owghts, but does not bar to claims by third partiesng
independently from the state in the exercise of tihdividual rights. It also held that the 1995tfement did not
contain an indemnity provision that required th@R#ic to be held liable for any costs or any jugégimrendered
against Chevron. However, the arbitral tribundtiieat Chevron was a “released party” under tH#51Settlement.
The arbitration tribunal did not decide on the misiof breach of the 1995 Settlement. In respooiselanuary 7,
2014, Ecuador filed a writ of summons in the DattiCourt of the Hague requesting an order settgigeathe
September 17, 2013 partial award and of the previnterim awards. The District Court of the Hadwdd a
hearing regarding Ecuador’s writ of summons on Madver 2015 and rejected Ecuador’s request in aidacis
issued on January 20, 2016. Ecuador is curren¢iygping to appeal the decision.

On March 12, 2015, the arbitral tribunal issuedeeoad track 1 (track 1B) decision in favor of Ecorad
holding that the initial pleading brought by thegbaAgro plaintiffs qualified as an “individual riggi claim not
barred by the 1995 Settlement.

On May 9, 2014, Chevron submitted a supplementef kegarding the second track issue of the atlege
violations of the Ecuador-US Bilateral Investmengdty, explaining the relevance of certain prelmggexhibits.

On November 7, 2014, Ecuador filed a written resgoto Chevron’s supplemental brief on track 2, to

which Chevron replied on January 14, 2015. Ecuadturn filed a supplemental rejoinder brief onrigfal7, 2015.
A telephone conference regarding procedural matbels place on March 27, 2015. Hearings on thekteassues
relating to the supplemental briefs took place iasthington, D.C. from April 21 to May 8, 2015. Tiesult of the
track 2 hearing is pending. The parties submibigefs on the final report of a forensic computepert on August
12, 2016 and August 26, 2016 and presented theitiguus on the relevance of the August 8, 2016gietiof the
Southern District of New York Court of Appeals dretRICO action: Chevron v. Donziget. al. on August 16,
2016 and August 18, 2016. The tribunal has indatdhat it will issue a decision with respect tack 2 after the
submission of such briefs. The tribunal has noisgied a decision.

On a separate matter, in October of 2013, a pemlircourt of Ecuador ordered thestituto Ecuatoriano
de la Propiedad Intelectugthe “Ecuadorian Institute for Intellectual Prageror “IEPI”) to place an embargo on
50 trademarks of Chevron in Ecuador as a resulieEcuadorian verdict against Chevron in the Lagno case.
According to IEPI, the embargo was placed in otdeguarantee the payment of the verdict amounebyrecting
the revenues from the trademarks to Ecuador, agsegpo Chevron.

Windfall Profits Tax Litigation

A number of foreign oil companies have sued Ecud@daonnection with the application of Ecuadorian
law 42-2006, which levied a 99% tax on the windfafits of a number of foreign oil companies. Badescription
of the windfall profits tax, see “The EcuadoriaroRomy — Renegotiation of Oil Field Contracts.” Asesult of the
implementation of the windfall profits tax law, Eador is a defendant in the following arbitratioogeedings:

Burlington Resources, Inc.

Burlington filed an arbitration claim before ICSIB April 2008 against Ecuador, seeking compensation
for alleged modifications to its contracts for thevelopment of Blocks 7 and 21 in Ecuador imposeBduadorian
law 42-2006. Burlington argued that such unilateradification resulted in an expropriation of thiedks that
Burlington was operating, although, subsequenhécbommencement of the proceedings, Burlingtondnéév the
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contractual claims and based all claims solely imtations of the U.S.-Ecuador Bilateral Investm@&neaty. On
September 30, 2011, Ecuador filed two counterclageinst Burlington for environmental damage anldifa to
maintain the facilities of Blocks 7 and 21, in gpeoximate amount of U.S.$2 billion. On Decembéy 2012, the
tribunal decided the liability issue in favor of fington and consequently, on January 28, 2013a8ousubmitted
a petition for reconsideration. The arbitral tribliwas scheduled to meet for a hearing on damage&euador’s
counterclaims in August 2013, but the hearings veergpended due to the request by Ecuador that fottee o
arbitrators recuse himself from the decision beeaisa conflict of interest. Burlington presentedassessment of
damages memorandum on June 24, 2013, to which Bcuasponded on May 23, 2014. The tribunal held a
hearing regarding damages from March 2 to MarcB085 in Paris, after which both parties presented fpost-
hearing briefs on May 29, 2015. Ecuador and Buttingexpect the tribunal to deliver its decisionhwiespect to
the hearing on damages in December 2016.

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 counterclairth® 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 pending.

Perenco Ecuador Limited

On April 30, 2008, Perenco Ecuador Limited (“Pech filed an ICSID arbitration claim against Ecead
seeking compensation of U.S.$440 million plus castd interest for alleged changes to its contrémtsthe
development of Blocks 7 and 21 in Ecuador imposeBduadorian law 42-2006. The amount of the claamains
subject to adjustment. Perenco argued that [a®008 modified the participation of Perenco undentraxts for
development of Blocks 7 and 21 in Ecuador and thatunilateral modification of the contracts resdltin an
expropriation of the blocks that Perenco was opegatOn July 18, 2014, the tribunal decided tlanclin favor of
Perenco and is currently determining the procedsataédule for the assessment of damages.

On December 5, 2011, Ecuador filed two counterdaagainst Perenco for environmental damage and
failure to maintain the facilities of Blocks 7 aBdl, in an approximate amount of U.S.$2 billion. @arch 13, 2013,
the parties presented their respective memorantteetarbitral tribunal. Hearings took place froep&mber 9 to
September 17, 2013. On August 11, 2015, in amimtdecision, the tribunal held that contaminatmxists in
Blocks 7 and 21. However, the tribunal held thdtied environmental expert is needed in orderdtednine if the
contamination was caused by Perenco. The indepémdvironmental expert appointed by the tribuxglert has
not released any findings, but concluded his wsBlocks 7 and 21 on November 5, 2016.

Murphy Ecuador Oil Company, Ltd.

Murphy Ecuador Oil Company, Ltd. (“Murphy”) has ideed that law 42-2006 modified its contracts for
exploration and production of crude oil in Ecuadesulting in an expropriation and a violation loé tU.S.-Ecuador
Bilateral Investment Treaty. Murphy filed its ICSi@bitral claim against Ecuador on September 3@,120n
November 2013, the arbitral tribunal rejected Ecuadobjection to jurisdiction. Ecuador submitiesiresponse to
merits and jurisdiction to the arbitral tribunal bfay 4, 2014. Hearings on the matter took placenfidovember
17-21, 2014 in Washington, D.C.  The post-heabngfs were submitted by both parties on Janua3035. At
the request of the arbitral tribunal, both pargebmitted their briefs regarding costs on Janu&ry2016. A partial
final award against Ecuador was rendered on M&p66, ordering the payment of U.S.$19 million inmdayes and
the arbitration cost of 5 million euros. The tmialialso held that the parties must submit thdgutation of the fair
market value of Murphy’s property in Ecuador foe thibunal’s consideration. On July 29, 2016, plaeties in the
case of Murphy Ecuador Oil Company, Ltd. presetitedt briefs on the fair market value of Murphy®perty in
Ecuador. The tribunal informed the parties thatadlditional briefs may be submitted and that itl vasue its
decision in September 2016. The tribunal has ebisgued a decision.

William and Roberto Isaias Dassum
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In 2009, Ecuador commenced an action against Wilked Roberto Isaias, who were the President and
Executive Vice-President of Filanbanco S.A, Ecuadiargest bank at the time of its bankruptcy i®20Arguing
before a U.S. federal court, Ecuador alleged thatdefendants embezzled funds and forged finastagéments
thereby resulting in losses suffered by gencia de Garantia de Deposit@the Deposit Guarantee Agencygt
“AGD"), in the amount of U.S.$661.5 million. On M&a30, 2013, the federal court judge granted summary
judgment against Ecuador. On August 28, 2013, daufled for appeal in the U.S. Court of Appeais the Third
Circuit. On July 2, 2014, the Third Circuit ruléd favor of Ecuador, reversing the federal coudéxision and
finding the defendants liable for the losses ofaflilanco S.A. The defendants petitioned the Thirdu@ifor a
hearing to review the July 2, 2014 decision, whith Third Circuit granted. On August 6, 2014, tlrefeddants
submitted their brief in support of their petitiamhich was denied by the Third Circuit court on t8efber 16, 2014.

Upon remand, the federal court, in an October 1Bl52decision, held that the ten-year statute of
limitations on the action had expired. On Novemb2y 2015, Ecuador notified the federal court thay would
appeal this decision. On November 16, 2015, tifendeants filed a motion for costs and fees. Omdgnll, 2016,
the federal court issued an order deferring thesoer regarding costs and fees until after the apgedecided.
Ecuador presented its motion to appeal on Marcl2@16. The defendants presented their responSeuador’s
appeal on October 8, 2016. Ecuador was given dawtilary 6, 2017 to file its brief in response.

Copper Mesa

On January 21, 2011, Ecuador was notified of &itration proceeding by Copper Mesa for a breadhef
Canada-Ecuador Bilateral Investment Treaty basedthentermination of the Junin, Chaucha and Telmbel
concessions. Copper Mesa claimed indemnificatmnnb less than U.S.$120 million. Hearings to duiee
jurisdiction were held in September 2013, Decen#t#3 and January 2014. The proceedings were cattlod
March 12, 2014.

On March 15, 2016 the arbitration tribunal conelddhat Ecuador breached the Canada-Ecuador Bilater
Investment Treaty by expropriating certain asséfSapper’'s Mesa in Ecuador. The arbitration triéumowever,
reduced the total indemnification owed to Coppersdldo U.S.$11,184,595 for the Junin concession and
U.S.$8,262,899 for the Chauca concession. Thératibn tribunal rejected Copper Mesa’s argumegarding the
Telinbela concession.

Zamora Gold

On July 7, 2011, Ecuador was notified of an aatitn proceeding for allegedly depriving Zamora ol
its investments in violation of the Canada-EcuaBibateral Investment Treaty. Since then, the piffittas not
taken further action. The amount of the claim matsyet been determined.

RSM Production Corporation

On May 13, 2010, Ecuador was notified of an aakitn proceeding for allegedly cancelling a mining
license held by RSM Production Corporation in \iaia of the U.S.-Ecuador Bilateral Investment Tye&ince
then, there has not been further action by thetiffai The amount of the claim has not yet beetetmined.

Merck Sharp & Dohme

On February 2, 2011, Merck Sharp & Dohme (“Mercfiigd a claim against Ecuador alleging denial of
justice for not having provided judicial guarantees judgment initiated against Merck by the E@rah company
NIFA S.A. (currently PROPHAR, S.A)) in violation tfie U.S.-Ecuador Bilateral Investment Treaty. &h®unt
of the claim in the international tribunal has et been determined. On May 22, 2014, the intemnat tribunal
scheduled the hearing in London for March 16 and?R@5. The result of the hearing is pending.

On February 5, 2016, Merck filed a petition requmestthat the arbitration tribunal set forth certain
measures to protect Merck from an unjust final judgt in Ecuador. On May 7, 2016, the arbitratiobunal
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accepted Merck’s petition and ordered that Ecuap@rantee that a final judgment shall not be eefinte in
Ecuador until the arbitration tribunal issues iitaf decision on the matter.

On August 4, 2016, the National Court of Justicteoed Merck to pay U.S.$42 million with respecthe
judgment initiated against Merck by NIFA S.A. Thgernational tribunal subsequently ordered that parties
submit their briefs regarding the National CourtJoftice’s order by September 26, 2016 and makestiges
available for a hearing in The Hague on Octobe2(03,6 or October 12, 2016. The parties were orderguesent
their post-hearing briefs on November 16, 2016.

Hutchison Port Investments Ltd

In 2012, Ecuador commenced an arbitration proceedigainst Hutchison Port Investments Ltd. and
Hutchison Port Holdings (“Hutchison”), in th@entro de Arbitraje y Mediacion de la Camara de @acio de
Quito (“Center for Arbitration and Mediation of Quito @mber of Commerce”) to recover U.S.$141 million in
damages to the Manta Port Authority. Ecuador afiethat it suffered these damages as a result whidon’s
unilateral abandonment of the facilittes and otbefaults under a concession agreement to operat@dit at
Manta. Hearings took place from February 9 to 215 in Panama. On November 30, 2015, the aribitrat
tribunal decided in favor of Ecuador for an amaoofit).S.$30 million.

Arch Trading Corp.

On June 26, 2013, Arch Trading Corp. and four othedia companies filed a claim against the Republic
of Ecuador and two other governmental entities thar alleged seizure of over 200 companies ownedhby
plaintiffs. The plaintiffs allege that they suféer damages exceeding U.S.$1 billion dollars andestgmonetary
damages plus interest and attorney’s fees. Ecuadsrserved with notice on March 20, 2014. Ecudiied a
motion to vacate with the U.S District Court foetBouthern District of New York on July 3, 2014 aags took
place on July 31, 2014. On September 5, 2014, decuied a motion to vacate on the basis of judsdnal
objections, which was granted by the U.S. Distdourt on May 29, 2015. Arch Trading filed its nuotito appeal
on August 26, 2015 to which Ecuador presenteckjy/ron September 23, 2015. On January 5, 20268Cturt of
Appeals held a hearing regarding Arch Trading’siamoto appeal. The result of the hearing is pemdin

Ecuador TLC, Cayman International, and Teikoku Oil

On February 26, 2014, Ecuador TLC, Cayman Inteonatj and Teikoku Oil filed a breach of contract
arbitration claim against Ecuador in the Permar@mirt of Arbitration in the Hague for an amountlbf.$808.3
million plus interest. The claim is connectiontwén oil-field exploration contract that was terated by Ecuador
because the plaintiffs did not agree to the newegetiated terms. See “The Ecuadorian Economy -A&uo@ and
Social Policies — Renegotiation of Oil Field Contsa” Ecuador presented its response brief on Mai¢ 2016 and
Ecuador TLC presented its response on June 20, 2016

GMO Trust

On December 12, 2014, GMO Trust issued proceedagginst the Republic in respect of an alleged
U.S.$15,876,000 holding of the 2030 Bonds. GMQuntdrily withdrew its complaint pursuant to a sstient
agreement between the parties. A stipulation disimg the complaint was filed on March 16, 2015deainthat
stipulation, the case cannot be re-filed.

Daniel Penades

On January 30, 2015, Daniel Penades issued progsedigainst the Republic in respect of an alleged
U.S.$455,000 holding of the 2030 Bonds in the WhiBates District Court for the Southern DistrittNew York.
Ecuador was served with a notification of the clamSeptember 16, 2015. On January 15, 2016, Bciiéet a
motion to dismiss. On September 30, 2016, theddnBtates District Court for the Southern DistatNew York
granted Ecuador’s January 15, 2016 motion to dssiiie Penades complaint and ordered the case cldSed
October 27, 2016, Penades filed a notice of appéhl the Southern District of New York to the Unit&tates

77



Court of Appeals for the Second Circuit. ThereafRenades duly filed the required standard forisitiate the
new appeal case.

On November 29, 2016 the United States Court ofeafpfor the Second Circuit issued a notice stating
that the appeal had been assigned to the Coupisdiizd Appeals Calendar. The Court stated thatekgn's brief
(Penades) is due no later than January 3, 201dag5bfrom the date of the notice. Appellee's eluador) is due
no later than February 7, 2017 or, 35 days fromdtite Appellant's brief is filed, whichever datesé®ner. Absent
extraordinary circumstances, the Court stated ihafll not grant a motion to extend the time ile fa brief.

BALANCE OF PAYMENTS AND FOREIGN TRADE
Balance of Payments

Given Ecuador’s dollarized economy, the balancpagiments is important in determining money supply.
A positive balance of payments would increase maupply and a negative balance of payments woutdedse
money supply. Between 2011 and 2015, Ecuador exued fluctuations between balance of paymentitefind
surpluses. While there were surpluses in 20112018, there were deficits in 2012, 2014 and 20Fsr the
quarters ended in June of 2015 and 2016, there algoebalance of payment surpluses.
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Source: Based on Figures from the Central Bank Bedeof Payments Quarterly Bulletin for the Second@r of 2016.

The increasing price of petroleum contributed ® thS.$272.0 million surplus in the balance of pagts
in 2011. In 2012, an increase in Government inveatnaontributed to a deficit of U.S.$581.9 millioin 2013, an
improvement in the financial account that was thsutt of an increase in bilateral debt and cornedimgy loan
disbursements contributed to a balance of paymemtdus of U.S.$1,845.9 million. However, the emtraccount
deficit of U.S.$930.5 million registered in 201%resents a decrease compared to the U.S.$165i8malirrent
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account deficit registered in 2012. This defisittie result of an increase in imports, particylarith respect to
imported capital goods and raw materials.

In 2014, Ecuador had a balance of payment deffcid.8.$424.5 million as a result of a decreasehin t
capital and financial account. The capital anéricial account decreased from U.S.$2,921.7 miiliv2013 to
U.S.$326.8 million in 2014 as a result of a deaeeasinvestment for that year. However, the cur@rcount
improved from a deficit of U.S.$930.5 million in PZBto a deficit of U.S.$526.7 million in 2014. Shimprovement
was due to the improvement in the trade balance feodeficit of U.S.$528.6 million in 2013 to a afiof
U.S.$63.5 million in 2014, which was due to an @age in non-petroleum exports in 2014, particulbalyana and
shrimp exports.

In 2015, Ecuador’s balance of payment deficit gtew).S.$1,488.4 million as a result of a decreagbé
current account. The current account decreased fodeficit of U.S.$526.7 million in 2014 to a abifi of
U.S.$2,092.1 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 201Bhe increase in
the deficit was the result of a decline in the @t oil.

For the second quarter of 2016, there was a balaingayment surplus of U.S.$854.5 million, a redhrct
of U.S$202 million compared to the U.S.$1,064.iorl balance of payment surplus for the secondtquaf 2015.
Additionally, in the second quarter of 2016, therent account registered a surplus of U.S.$865Ikomiand the
capital and financial account registered a surpfus.S.$34.3 million.

In the years from 2011 to 2015, the total balarfggagments has heavily depended on petroleum export
Although non-petroleum exports are increasinglyob@ag a larger portion of the Republic’'s GDP, thieas been a
non-petroleum trade balance deficit for the pasinfr2011 to 2015. Until the last quarter of 20Ikreasing
petroleum exports due to the increase in petrolptioes have offset this deficit and resulted inrlyerade balance
surpluses or reduced deficits. The time periothfi2011 to 2015 has also seen a decrease in reocgstdrom
U.S.$2,672.4 million in 2011 to U.S.$2,466.9 miflim 2012 and U.S.$2,449.5 million in 2013 to alsliincrease
to U.S.$2,461.7 million in 2014 and a decrease.®.$2,377.8 million in 2015. These decreases inttamees are
currently continuing due to the recent weakeninthefeuro against the dollar and the ongoing ecanossession
in Spain, which represents a quarter of all remaés to Ecuador.

The following table sets forth information regarmglithe Republic’s balance of payments for the peariod
indicated.
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Annual Balance of Payments

(in millions of U.S.$)

For the Year Ended December 31,

2011 2012 2013 2014 2015
CUMENE ACCOUNE ..ottt enmnes st ss s ess s es e -401.6 -168.4 -926.6 -525.6  -2,122.2
Trade balance... -302.6 49.9 -528.6 -63.5 -1,6498
EXPOrtS (FOBY ..ot 23,082.3 24,568.9 25,586.8 26,596.5 19,048.7
Petroleum and derivatives . . 12,9449 13,792.0 14,107.2 13,275.5 6,660.1
NON-PELIOIEUM ..ottt ereee e 9,377.5 9,972.8 10,643.7 12,448.9 11,670.6
Non-registered commerce and other exports. ... 759.9 804.1 835.9 872.1 718
IMPOTS (FOB) ..ttt emreee ettt -23,3849 -245189 -26,1153 -26,660.0 -20,698.5
SIVICES. oo e i, -1,562.7 -1,394.3 -1,419.6 -1,170.7 -805.2
Rendered services (Credit) ..o iiereeienee e 1,587.5 1,804.0 2,041.4 2,346.3 2,391.3
TraNSPOrtALION ....cccuiieiiiiiiiieiie st eree ettt 398.9 408.7 435.8 437.0 444.3
Travel 843.4 1,032.5 1.246.2 1,482.1 1,551.4
Other .... 345.2 362.8 359.4 427.1 395.7
Rendered services (debit) .......cooiiiiemeecmieneeeee e -3,150.2 -3,198.4 -3,460.9 -3,517.0 -3,196.6
TranNSPOrtAtioN ........ccovuirviiireeiirieieseeee ettt -1,761.7 -1,708.4 -1,708.9 -1,743.9 -1,510.1
Travel ............. -593.7 -610.6 -622.5 -634.6 -638.6
Other ....... -794.9 -879.4 -1,129.5 -1,138.5 -1,047.8
|nvestment income -1,2587 -1,3043 -1,3774 -1,5566 -1,7449
Inflows (credit) 84.5 105.3 112.6 120.6 136.9
Outflows (debit) -1,343.2 -1,409.5 -1,490.0 -1,676.2 -1,881.6
Employees’ remuneration -7.6 -8.4 -9.8 -11.4 -13.5
Direct investment income -700.9 -677.4 -683.6 -666.2 -601.0
Portfolio investment income ... -61.5 -64.0 -63.7 -143.2 -230.9
-573.2 -659.7 -732.9 -855.4 -1,036.2
Net transfers 2,722.4 2,480.2 2,398.8 2,264.1 2,077.8
Emigrant remittanCes .........ooceoieiiiiiiemme e 2,672.4 2,466.9 2,449.5 2,461.7 2,377.8
Cap|ta| and financial account... 4525 -510.9 2,9179 325.8 598.5
CaPItal ACCOUNE ...t en e en e 82.3 121.5 66.1 66.8 -69.1
FINANCIAl BCCOUNT .........cvivecece ettt emeeme e eses s enenaesenens 370.1 -632.4 2,851.7 259.0 667.7
Direct Investment .. 643.7 567.0 726.5 771.7 1,3214
POrtfolio INVESIMENT ........oiiiiiiiee e 41.0 66.7 -909.8 1,500.4 1,473.4
Other Investment ... -314.6 -1,266.1 3,035.1 -2,013.1 -2,127.1
Errors and OMISSIONS.............ceveverueierceeeeeeceeiesesesieemeesesesasesenesaesenesaesenaneenas 2211 97.4 -145.3 -224.6 35.2
Total balance of PAYMENLS............ccovevrerrericereeeeeersseeeseeeeseese s eneesneos 272.0 -581.9 1,845.9 -424.5  -1,488.4
FINANCING +v-vvtteeeececeeee et smnems st st seess s srmsees -272.0 581.9  -1.8459 424.5 1,488.4
International RESEIVER .............ccocuvveeveeeeeeeeeeseeeeeeseoeeee e -335.6 475.1 -1,878.0 4115 1,453.1
IMF TOBNS .ottt mmnnes - - - - -
Exceptional Financing, riét 63.6 106.8 32.1 13.0 35.3

Source: Based on figures from the Central Bank Det@016 Monthly Bulletin (Table 3.2.1.1).
(1) Figures differ from “Exports-(FOB)” charts and “R&DP by Expenditure” chart due to the inclusiomoh-registered
commerce and “other exports.” “Non-registered c@roa” includes goods, which for some reason areegistered by

customs.

Ecuadorian customs may not register arogrunder various situations including, but noitéd to, delays in the

submission of export forms, false declarationdedént statistical treatment in the country withiethEcuador has engaged in
trade, sales of contraband, and arms trade. “Qtkgorts” includes exports of goods for processiegair of goods, goods
acquired in ports through various transportatiomnseand non-monetary gold.

@)
©)

positive numbers indicate a reduction.

of financing the balance of payments.

(4) Balance of payments data is published by the CleBtmak on an annual and quarterly basis.
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Quarterly Balance of Payment¥

(in millions of U.S.$)

For the Quarter Ended,

March 2015 June 2015 March 2016 June 2016
(in millions of U.S. dollars)
CUITENE ACCOUN c...ceee e veemnma e eeeee -898.8 -272.7 -65.8 865.2
Trade balanCe..........c.ocveveeuevevceeeeeceeieeeeeeeeeeeee e -7754 -192.5 20.3 842.7
EXPOrtS (FOBY? ... eeemes oo 5,063.5 5,116.6 3,786.4 4,460.3
IMPOTtS (FOB) ..o.vuiiiiiiieieieicieste s smeese e -5,838.9 -5,309.2 -3766.0 -3,617.6
SEIVICES....eeeiiiete ettt nanms st -246.3 -211.6 -151.6 -148.4
Rendered services (Credit) .......covererceeenee e 625.4 561.3 565.4 491.0
TranSPOrtatioN .........ceeveeiieireeiiesieeeree e seee s 102.2 111.9 91.5 102.2
TrAVEL ..ottt cteene s 413.4 358.4 391.8 315.3
109.8 91.0 82.0 735
Rendered services (debit) .. -871.8 -772.9 -717.0 -639.4
TranSPOrtatioN .........cceeveerieereeieesieeeeee e sree s -420.7 -380.4 -297.8 -283.8
Travel -156.9 -161.0 -162.1 -158.1
-294.1 -2314 -257.0 -197.5
INVESEMENL INCOME......c.cvcvivreiiieeeeeeececacecve et eneans s -379.6 -416.4 -482.1 -473.8
INFIOWS (Credit) ..oveeeieiiiie e 324 35.2 37.1 36.1
OUutflows (debit) ....ccoeveeiriciricieeec e, -412.0 -451.6 -519.2 -509.9
Employees’ remuneration ............c.c.co.eummreeseeneenne -3.4 -3.5 -3.9 -3.9
Direct investment iNCOME............ccooeriersmnienieneeee -408.6 -448.1 -515.3 -506.0
NEL LrANSTEIS.....ocvcvevvieeeeee ettt e 502.6 547.8 547.6 644.8
Emigrant remittances 530.4 595.4 594.7 669.5
Other transfers.........ooo i 71.2 63.8 65.5 101.3
OutgoinNg tranSfers .......ccooveiieieiiieeeeeeee e eeee -99.1 -111.3 -112.8 -126.0
Capital and financial aCCOUNt .............c..cccoueveverueemeceeeeceeeene 700.0 1,252.2 -136.4 34.3
Capital ACCOUNL.........ceveeeceeeeeceeeeeeeee e eeee e vmeeens e 18.3 15.9 -535.5 -314.3
FiNancial CCOUNT ..........c.cvevceceereeeceeeeeeeee e eemeee e 681.7 1,236.4 399.0 348.6
Direct Investment ... 183.2 96.5 167.8 38.3
Portfolio Investment 611.2 936.7 -328.1 28.9
Other INVESTMENt .......ooouiiiiiiiii e -112.8 203.2 559.4 281.4
Errors and OMISSIONS. .......cccuevevererererereresisieeeeeessseneeeesese e -93.9 85.2 1115 -45.0
Total balance of PAYMENLS..............ccuevveeueveeereerereeeerereeeenenan -292.7 1,064.7 -90.7 854.5
FINANCING 11vveiveiiete et emenme s 292.7 -1,064.7 90.7 -854.5
International Reservéd ..., 281.3 -1,071.5 771 -860.7
IMF TOBNS ..t - - - -
Exceptional Financing, nét..............ccccccoeevovecemrcrennan. 114 6.7 167.9 6.2

Source: Based on figures from the Central Bank Bet@016 Monthly Bulletin (Table 3.2.1.1).
(1) Balance of payments data is published by the CleB&mak on an annual and quarterly basis, not byeséen.
(2) Figures include “non-registered commerce” and “ptieports” and therefore differ from figures inckdlin “Exports-(FOB)” and
“Real GDP by Expenditure” tables. “Non-registepetinmerce” includes goods not registered by cusfom®asons such as delays in
the submission of import or export forms, falsebckred goods for import or export, different sttital treatment of goods in the
origin or destination country, undeclared imporntsegports (i.e., contraband), and arms trade. &D#xports” includes exports of
goods for processing, repair of goods, goods aedwibroad by transportation companies and non-rmagngold.
(3) Data reflects changes in International Reservegrevhegative numbers indicate an increase in latiermal Reserves and positive

numbers indicate a decrease.

(4) Data refers to the refinancing of existing dehtaficing necessary for repayment of arrears, amislpaocured for the purpose of

financing the balance of payments.
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Current Account

Ecuador recorded a current account deficit of UW&1$ million in 2011. The 74.7% decrease in the
deficit in 2011 from 2010 was due to the favorgi#eformance of the balance of goods, particuldréyihcrease in
oil exports, which increased by 33.8%. In 2012, ¢kl exports continued to improve due to the iasieg price of
petroleum. Exports increased by 6.5% in 2012 amdributed to a reduced deficit of U.S.$168.4 raillia 58.9%
reduction compared to 2011.

In 2013, the current account registered a deficl).&.$926.6 million (0.97% of GDP), which was part
due to the result of lower services and investnirecame balances and primarily a result of a deer@ashe trade
balance due to an increase of imports. The cumenbunt deficits were financed by external detot|uiding
Chinese bilateral credits. In 2014, the currerdoant improved and registered a deficit of U.S.$62%illion
(0.51% of GDP), which was the result of an increms@on-petroleum exports. The current account2ot5
resulted in a deficit of U.S.$2,122.2 million (2%2o0f GDP) caused by the decrease in the price wblpem
exports. The current account for the second quaft2016 resulted in a surplus of U.S.$865.2 onill(1.79% of
GDP) an improvement compared to the U.S.$272.7ami{0.54% of GDP) deficit in the second quarteR015.

Although the levels of imports increased from 2842014, the rate of increase has declined overfthir
year period due to the Republic’s promotion of dstieeproduction. In 2011, imports increased byl%®.
compared to the previous year, while the rate ofdase declined to 4.8% in 2012, increased slightl§.5% in
2013 and declined to 2.1% in 2014. In 2015, imptotaled U.S.$20,698.5 million, compared to U.S,686
million for 2014 registering the first decreasetlire levels of imports in the past five years. Tdegrease in the
level of imports was due to budget adjustments lthated the amount of investment to be used inghechase of
imports.

The trade balance registered a surplus of U.S.$48l®n in 2012, an increase from a deficit of
U.S.$302.6 million in 2011. The surplus was duth®increase in petroleum exports coupled withréueiced rate
of growth in imports as compared to the previouar y&he trade balance registered a deficit of 5Z3% million
in 2013 due to the increase in imports from theviptes year. In 2014, the trade balance registerdefizit of
U.S.$63.5 million. Increased shrimp exports for pleeiod contributed to this reduction in the deficin 2015, the
trade balance registered a deficit of U.S.$1,648i18on, which was the result of lower revenuesnfrgetroleum
exports as a result of the decline in the priceilof The trade balance for the second quarter0d62resulted in a
surplus of U.S.$842.7 million, an improvement conegéto the U.S.$272.7 million deficit in second iqeiof 2015.

The services balance registered a deficit of U.3®L3 million in 2012, which was a decrease from t
deficits of U.S.$1,562.7 million in 2011. Althoudhere has been a negative services balance frdrh 202015,
general increases in travel and transportationices\have contributed to a decrease in the defithie services
balance registered a deficit of U.S.$1,419.6 millio 2013, which is a U.S.$25.3 million increasenir2012. This
increase was the result of an increase in the amourservices that were contracted to work on daimes
infrastructure projects. In 2014, the servicesabed registered a deficit of U.S.$1,170.7 milliom 2015, the
services balance improved to a deficit of U.S.$808illion as a result of an improvement in the rened services
balance. The services balance for the second queft2016 resulted in a deficit of U.S.$148.4 roifli an
improvement compared to the U.S.$192.5 milliondefn the second quarter of 2015.

The investment income balance registered a defidit S.$1,744.9 million in 2015, which was an irase
from the deficits of U.S.$1,555.6 million, U.S.$1734 million, U.S.$1,304.3 million and U.S.$1,258nflion in
2014, 2013, 2012 and 2011, respectively. The irserea the investment income deficit is primarilyedio the
increased outflows as compared to the previous graryear-to-year fluctuations since 2011 generaflgct trends
on returns and investment performance experierrceighout the global economy. Further, the continnetkases
from 2011 to 2015 reflect an increase in inter@sipents related to the increase in bilateral detitcrresponding
loan disbursements. For more information regarttiggRepublic’s public debt, see “Public Debt—Debtigations.”
The investment income for the second quarter of62@kulted in a deficit of U.S.$473.8 million, actease
compared to the U.S.$416.4 million deficit in ezond quarter of 2015.
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Remittances, which are primarily denominated in ddlars and Euros, are an important source of net
transfers to Ecuador’s current account. In 20émittances increased by 3.1%, but decreased by @nith0.7%, in
2012 and 2013, respectively. Remittances increaged.4% to U.S.$2,461.7 million in 2014 and desesghby
3.4% to U.S.$2,377.8 million in 2015. The year aaryfluctuation in aggregate remittance levelseptfithe
economic situation of those countries from where thmittances are generated. In 2015, the majarfity
remittances came from the United States, Spaintahdwith 56.0%, 25.7% and 6.2%, respectively. eTdecrease
in remittances for 2015 is primarily attributabéethe economic situation in each of these countigesvell as the
depreciation of the euro relative to the dollarimgithis period. For the second quarter of 20&6ittances totaled
U.S.$669.5 million, an increase compared to the$3%5.4 million total for the second quarter of 201

Capital and Financial Account

The capital and financial account measures valugiio Ecuador’s assets and liabilities againstelodthe
rest of the world (other than valuations from exweal financings). In 2011, the capital and fin@h@ccount
showed a surplus of U.S.$452.5 million. This suspiidue to the increase in direct investment é@xgthbelow. In
2012, the capital and financial account registaedeficit of U.S.$510.9 million due to the net flowf other
investments such as trade credits, currency, apasits. In 2013, the capital and financial accoegtstered a large
surplus of U.S.$2,917.9 million primarily due tcethet proceeds from the 2024 Bonds. In 2015, tipé¢ataand
financial account registered U.S.$598.5 million,imcrease from a surplus of U.S.$325.8 million Bil2. This
increase was the result of increased foreign invest in 2015. The capital and financial accounttfe second
quarter of 2016 resulted in a surplus of U.S.$34ilBon, a decrease compared to the U.S.$1,252lomisurplus
in the second quarter of 2015.

Direct investment totaled U.S.$643.7 million in 20&nd decreased to U.S.$567.0 million in 2012.
Although this represents a decrease from 2011 Ecuwagberienced an increase in direct investmen2@d3, where
direct investment totaled U.S.$726.5 million, whrelpresents a 28.1% increase from 2012. Thisasergvas due
to continuing investment in Ecuador’s infrastruetun particular, its electricity and water secttn.2014 and 2015,
total direct investment continued to increase t8.8771.7 million and U.S.$1,321.4 million, respesly. These
increases were principally due to an increase westment in the mining sector. For the secondtquaf 2016,
direct investment totaled U.S.$38.3 million, a éese compared to the U.S.$96.5 million total fa&r second
quarter of 2015.

The investment portfolio showed a surplus of U.$.84million and U.S.$66.7 million for the years 201
and 2012, respectively. In 2013, the investmentfga showed a deficit of U.S.$909.8 million. 2014 and 2015,
the investment portfolio registered a surplus d6.91,500.4 million and U.S.$1,473.4 million, redpety. The
investment portfolio for the second quarter of 2@d@istered a surplus of U.S.$28.9 million, a daseecompared
to the U.S.$96.5 million registered in the secondrter of 2015.

International Reserves

Ecuador’s International Reserves (defined heréicjude, among other items, cash in foreign cuyen
gold reserves, reserves in international instingjaanddeposits from Ecuador’s financial institutions amsh-
financial public sector institutiongn 2011, 2012 and 2013, Ecuador’s InternationaleRees totaled U.S.$2,957.6
million, U.S.$2,482.5 million and U.S.$4,360.5 nafl, respectively. In 2015, Ecuador’s InternatioRaserves
totaled U.S.$2,496.0 million, a decrease from 20d#en International Reserves totaled U.S.$3,949bm This
decrease was due to transfers to the Liquidity Fanthe purpose of strengthening the financia¢safet.

As of October 31, 2016, Ecuador’s InternationaleéRess totaled U.S.$4,274.6 million, an increasenfro
October 31, 2015, when International Reserveseadtél.S.$3,308.4 million. This increase was prinyadte to
foreign investment in the private sector.

On May 16, 2014, the Central Bank and Goldman Sadernational (“GSI”) entered into a 3-year gold
transaction in which the Central Bank transfermnedhitial amount of approximately 465,619 ouncegail (valued
at the date of the transaction at approximately$6&4 million) and in return received a fixed ratethe value of
the gold transferred to GSI. Under this transactigpon maturity, the Central Bank is entitled@oaive the return
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of the gold from GSI without payment by the CentBank, provided that certain credit events relatioghe
Republic do not occur. Upon the occurrence of applicable credit event, GSI will retain the goldless the
Central Bank pays its dollar value. In the evérat price of gold declines and is worth less tha®.$470 million,
the Central Bank must deliver an additional amairgold to make up the difference subject to atliofia total of
approximately 697,619 ounces of gold. Accordingiie Republic’s gold reserves could decrease iretieat the
price of gold declines or a credit event occurs. cértain limited circumstances some gold can bermed to
Ecuador if the price increases above a certairsitiotd.

Foreign Trade
Merchandise and Services Trade

Ecuador has historically been an exporter of prjnggrods, and an importer of raw materials, capaad
intermediate goods, as well as manufactured predilibie Republic’'s main exports are relatively lgdiin terms of
sectors and export markets. Two of Ecuador’s poaiagxport markets, the United States and the Eampnion,
have been significantly affected by the global ssg@ that started in 2008-2009. From 2011 to 201 United
States, the European Union and the Andean Commweity the destinations for the majority of Ecuasl@xports.
Ecuador continues to seek to expand the types adgyit exports as well as its trading partnersughoengaging
with, and obtaining funding from development bamksl other strategic initiatives. Since 1972, petroi and
petroleum derivatives have comprised the majofityaiadorian export products. According to exp(ft3B) data,
in 2011, 2012, 2013, 2014 and 2015 exports of [mino and petroleum derivatives accounted for apprately
58.0%, 58.0%, 57.0%, 51.6% and 36.3% of total espaoespectively. Between 2011 and 2014, non-jgemo
exports, which include, among others, flowers, slgs, manufactured textile products and seafoadeased an
average of 10.0% per year, but decreased by 6.32016. Ecuador’s total export trade has grown #teddring
the period between 2011 and 2014, but decreas2@lis, due to a decrease in revenues from oil expatised by
the decrease in the price of oil in 2014 and 2@tsording to exports (FOB) data, in 2015, total @tp decreased
to U.S.$18,331 million, compared to U.S.$25,724iamilin 2014.

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

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

Exports Imports Balance
Year Ended December 31, 2011........ccccceeueennne 23,082.3 -23,384.9 -302.6
Year Ended December 31, 2012........cccccceveene 24,568.9 -24,518.9 49.9
Year Ended December 31, 2013........cc.cceeveeene 25,586.8 -26,115.3 -528.6
Year Ended December 31, 2014 ...........cccoe.... 26,596.5 -26,660.0 -63.5
Year Ended December 31, 2015........ccccceeueeene 19,048.7 -20,698.5 -1,649.8
First Quarter of 2015........cccovveeveeviieeneene 5,063.5 -5,838.9 -775.4
Second Quarter of 2015...........ccccveecvveeinnn. 5,116.6 -5,309.2 -192.5
First Quarter of 2016 .........ccvvevveeviirenennene 3,786.4 -3,766.0 20.3
Second Quarter of 2016.............cceeeeveeennenn. 4,460.3 -3,617.6 842.7

Source: Based on Figures from the Central Bank Begeof Payments Quarterly Bulletin for the
Second Quarter of 2016.
2) Data for exports and imports reflect figuresnfr“Balance of Payments” chart.

Trade Policy

Ecuador’s trade policy has focused on protectinigadpation, avoiding a decrease in the money syppl
integrating into the international economy, as waslincreasing the access of Ecuadorian goodseamides to new
markets and, until recently, reducing non-tariffries to trade.

Until the late 1980s, Ecuador used tariff barriéos protect its domestic industry against foreign
competition. Import duties ranged from zero to 29@%th up to fourteen different rates.

In the early 1990s, the Government began to siganfiy liberalize its foreign trade policy. As asuét of
those reforms, the tariff structure was simplifi@ad currently consists of a seven-tiered strucf0fe, 3%, 5%,
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10%, 15%, 20% and 35%), with levels of 5% for mosiv materials and capital goods, 10% or 15% for
intermediate goods, and 20% for most consumer gabdsnall number of products, including plantingdg, are
subject to a tariff rate of zero, and the 35% tasifexclusively applied to the automobile industiywerage tariff
levels were reduced from 29% in 1989 to 6% in 2004.

In 2007, Ecuador introduced an exit tax of 0.5%amy currency leaving the country (the “Currency
Outflow Tax”), which was subject to a number of eyions. Since December 2007, Ecuador has pragegss
increased the Currency Outflow Tax as a measursupport a positive balance of trade. The tax asts
devaluation of the U.S. dollar in Ecuador, theraigking imports more expensive and fostering locatipction.

In December 2007, Ecuador increased the Currentffo@uTax to 1% and eliminated the applicable ex&ons.

In December 2009, the Currency Outflow Tax incrdasem 1% to 2% and included an exemption for tingt f
U.S.$500 per transaction. In November 2011, theebay Outflow Tax increased from 2% to 5% andudeld an
exemption for the first U.S.$1,000 in a 15-day péras long as no debit or credit card is used éntithnsaction.
Payments of external public debt and dividends paidreign shareholders are also exempt fromtéxs In 2016,
the exemption was raised to U.S.$1,098 and U.S0$5fG debit card or credit card is used.

In January 2009, the Republic, through Bensejo de Comercio Exterior e InversiongBoreign
Commerce and Investment Council”) (now the Commiten Foreign Trade), imposed tariffs of general
applicability on some consumer goods imports, idiclg products imported from countries with whichugdor has
commercial treaties honoring preferential statusuaflor enforced these tariffs for one year, in otdeestore its
trade balance.

On December 12, 2014, representatives from Ecusddinistry of Foreign Commerce signed a trade
agreement with the European Union, which requirgzraval of each of the Constitutional Court, thetidizal
Assembly, the European Parliament, and the legigatof the 28 EU member countries in order to fiectve.
The agreement is intended to provide expanded sitoethe European market for Ecuadorian exportslauwdr
tariff duties on European imports into the Ecuaalormarket. As part of the agreement, Ecuador bélla
beneficiary of the European Union’s GeneralizedeBuh of Preferences Plus program until 2016 or timdiltrade
agreement is in place. This benefit allows Ecuadanot pay tariffs on exports of Ecuadorian prddunto the
European Union.

On January 25, 2015, EPCN and Peru’s Cementos ¥#asigned a U.S.$230 million contract for the
construction of a clinker production plant. Theargl will be built in the city of Riobamba and wploduce an
estimated 2,400 tons of clinker per day. As pathe agreement, Cementos Yura S.A. will hold &83stake in
EPCN. The Government has stated that the dompstituction of clinker through this agreement wiébduce
imports of cement products into the Republic.

In March 2015, theComité de Comercio ExterigfCommittee on Foreign Trade”) issued a resolution
imposing temporary and non-discriminatory tarifrcharges on various consumer goods imports, inrore
regulate national imports and reduce the balangeagiments deficit. The tariff surcharges are iditaah to the
ones currently in place and do not apply to certaiports, including those exported by less developember
countries of thé\sociacién Latinoamericana de Integraci@hatin American Integration Association”).

In January 2016, the Committee on Foreign Tradeiffredccertain tariff surcharges set by the Marcii20
resolution, from a 45% surcharge to a 40% surchadgditionally, on April 29, 2016, the Committea &oreign
Trade delayed the release of the tariff surchaigesn additional year.

There have also been other measures taken to s$ecteaal production, including the creation of the
Ministry of Commerce and the enactment of the Pcbdn Code, see “The Ecuadorian Economy — Econamét
Social Policies — Production Code.”

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 otilganto and from the European Union by 1.6% W®a20. The
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trade agreement requires the approval of each efNhational Assembly, the European Parliament, dred t
legislatures of the 28 EU member countries in otddre effective.

Regional Integration

Ecuador’s trade integration policy consists of entenew markets strategically, promoting the gtowt
non-traditional exports, and encouraging investmerticuador has intensified its efforts to strengthiirde
arrangements with its primary partners, including:

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

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

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

Entering into a bilateral trade agreement with €hil 1994, which was expanded in 2008;
Negotiating a bilateral association agreement Rahaguay;
Maintaining preferential access to European Unliwough preferential trade status;

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

Signing a trade agreement with the European Umialuly 2014 that expands access to the European
market for Ecuadorian exports and lowers tariffiekiton European imports into the Ecuadorian
market.

Composition of Trade

In 2011, export activity increased, with total expaeaching U.S.$22,322 million, an increase éfb28/er
2010 levels. As in 2010, increases in both oil and-oil exports resulted in overall export growérowth was
particularly evident in crude oil (32%), petroleulerivatives (59%), coffee (109%), cacao (35%) dwdrg (39%).

In 2012, exports continued to grow, although dbeear pace than in 2011. Exports increased 690192
reaching a total of U.S.$ 23,765 million. Growththis year was primarily the result of the incee@s crude oil
exports (8%), shrimp exports (8%) and tuna (andrdilh) exports (26%).

In 2013, exports increased to U.S.$24,751 millaomjncrease of 4% compared to 2012. The increase w
primarily due to improved banana (12%) and cac&8&d2production, a sharp increase in shrimp exgdf$%o), and
an increase in crude oil exports (6%).

In 2014, despite a 3% decrease in crude oil expovesall exports increased to U.S.$25,724 millian,
increase of 4%, compared to 2013. The increasepwasrily due to improved banana (11%) and ca&&94)
production, as well as a sharp increase in shrixpprés (41%).
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In 2015, overall exports decreased to U.S.$18,38llom a decrease of 29% compared to 2014. This
decrease was primarily due to a decrease in cribdgports (51%), as well as decreases in shringoeg (9%) and
exports of tuna and other fish (18%). The decr@aseude oil exports reflected the decrease inptlee of crude
oil in 2015.

In the first nine months of 2016, overall exporeciéased to U.S.$12,160 million, a decrease 0f%44.6
from U.S.$14,243 million in the first nine monthis2015 primarily caused by a 32% decrease in caildexports.

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

Exports - (FOB) ™

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

For the Year Ended December 31, January 1 - September 30,
2011 2012 2013 2014 2015 2015 2016

us.$ % us.s$ % uss % Us.$ % us.s$ % uss$ % BS %

Crude Oil .....cocovviiiiiiiiiiene 11,800 529 12,711 535 13,412 54.2 13,016 50.6 5%6,3 34.7 5,241 36.8 3,545 29.2
Bananas and plantains....... 2,246 10.1 2,078 8.7 2,323 9.4 2,577 10.0 2,808 315.2,128 14.9 2,039 16.8
Petroleum derivatives.......... 1,145 5.1 1,081 4.5 695 2.8 259 1.0 305 1.7 264 1.9 313 2.6

5.3 1,278 54 1,784 7.2 2,513 9.8 2,280 12.4,689 11.9 1,887 15.5
21 345 15 423 1.7 576 2.2 693 3.8 463 3.3 389 3.2

0.5 75 0.3 28 0.1 24 0.1 18 0.1 10 0.1 9 0.1
Tuna and other fish........... 257 12 324 1.4 265 11 281 11 231 13 187 13 178 1.5
FIOWETS .o 676 3.0 714 3.0 830 3.4 918 3.6 820 45 643 45 619 5.1
Metal Manufacturing........... 696 31 897 3.8 508 2.1 519 2.0 510 2.8 396 2.8 296 2.4
Other produc®......o...... 3733 167 4262 17.9 4483 181 5041 19.6 4311 235 3222 226 2885 237
TOtal covvoverrveeeeeseeeeeee s 22322 100 23,765 100 24,751 100 25724 100  18,33100 14,243 100 12,160 100

Source: Based on figures from the Central Bank Bat@016 Monthly Bulletin (Table 3.1.1

(1) Total export figures differ with export figureofn “Balance of Payments” chart and “Real GDP bydixjiture” chart due to the exclusion of “non-regjist
commerce” and “other exports” figures in calculatif total exports in this chart. See footnote ¥Bdlance of Payment” chart.

(2) “Other products” consist of non-traditional primamyd manufactured products, including canned seafaghicles and chemicals.

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

Imports - (CIF)

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

For the Year Ended December 31, January — September 30
2011 2012 2013 2014 2015 2015 2016
UsS.$ % UsS.$ % UsS.$ % U.sS.$ % U.sS.$ % UsS.$ % U.sS.$ %

Consumer goods

Non-durable goods.............. 2,862 11.7 2931 115 2,997 111 3,014 10.9 2,695 12.5 2021201 1,539 13.1
Durable goods..................... 2,144 8.8 2,162 8.5 2,210 8.2 2,230 8.0 1,593 7.4 2781 7.6 851 7.2
Postal traffic...........cccccceeee. 152 0.6 173 0.7 240 0.9 208 0.8 131 0.6 94 0.6 9% 8 0

5,369 22.0 5612 22.0 6,110 22.6 6,617 23.9 4,1719.4 1 3,312 19.7 1,880 16.0

Fuel anccombustible

Primary Materials

Agriculture...........cocoeeveeene 1,011 4.1 1,059 4.2 1,124 4.2 1,351 4.9 1,199 56 199 55 789 6.7
Industrial ........ccoceveriiiniiiinns 5,877 241 57796 22.7 6,198 22.9 6,147 22.2 5,445 25.3 4,2695.4 2 3,242 27.6
Construction materials........ 853 35 968 3.8 1,010 3.7 1,120 4.0 658 3.1 522 3.1 301 2.6
Capital Goods

Agriculture...........cocoecvvenene 108 0.4 121 0.5 125 0.5 128 0.5 144 0.7 110 0.7 86 0.7
Industrial ........ccooeveriiiniiiinns 4,209 17.2 4,642 18.2 5,077 18.8 4,898 17.7 3,9488.3 1 3,004 17.9 2,192 18.7
Transportation Equipment.. 1,807 74 1,969 7.7 1,863 6.9 1,954 7.0 1,471 6.8 1,212 72 227 6.1

0.2 46 0.2 67 0.2 60 0.2 63 0.3 48 0.3 48 0.4

100 25,477 100 27,021 100 27,726 100 21,51800 16,791 100 11,745 100
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Source: Based on figures from the Central Bank Bat@016 Monthly Bulletin (Table 3.1.
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Ecuador’s largest trading partners are the Unit&ateS, the European Union, Peru, Chile, and
Colombia. The following table sets forth informatioegarding the country of destination of the Réiplg
exports.

Exports - (FOB) by Destination Country®

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

For the Year Ended December 31, January — September 30,
2011 2012 2013 2014 2015 2015 2016
U.S.$ % UsS.$ % UsS.$ % US.$ % US.$ % UsS.$ % UsS.$ %
Americas
United States...........cccee... 9,771 43.8 10,617 44.7 11,043 44.6 11,240 43.7 67,22 39.4 5,829 40.9 3,979 32.7
1,766 7.9 1,991 8.4 1,901 7.7 1,582 6.1 934 5.1 729 5.1 654 5.4
1,026 4.6 1,056 4.4 912 3.7 951 3.7 784 4.3 603 4.2 586 4.8
1,106 5.0 1,991 8.4 2,457 9.9 2,328 9.0 1,138 6.2 23 9 6.5 787 6.5
Other (Americas)............... 4,058 18.2 2,981 125 2,126 8.6 2,951 115 1,689 2 9.1,191 8.4 1,287 9.0
Total Americas................ 17,726 79.4 18,636 78.4 18,439 745 19,052 741 7711, 64.2 9,275 65.1 7,293 60.0
Europe
European Union (EU)... 2,690 12.0 2,446 10.3 3,011 12.2 2,981 11.6 2,773 511 2,110 14.8 2,124 175
582 2.6 487 2.1 416 1.7 431 1.7 326 1.8 249 1.7 333 2.7
139 0.6 164 0.7 170 0.7 176 0.7 166 0.9 132 0.9 105 0.9
493 2.2 377 1.6 411 1.7 526 2.0 549 3.0 417 29 408 3.4
468 2.1 442 1.9 777 3.1 525 2.0 484 2.6 387 2.7 412 3.4
Other (EU).... 1,007 4.5 975 4.1 1,237 5.0 1,323 5.2 1,248 6.8 925 6.5 867 7.1
Rest of Europe. 923 4.1 947 4.0 1,097 4.4 1,072 4.2 903 5.0 667 4.7 655 54
3,613 16.2 3,392 14.3 4,108 16.6 4,053 15.8 3,676 0.1 2 2,776 195 2,780 22.9
Asia
TaiWwan .....ccoeveeeeiieeiieeeeenn 11 0.0 6 0.0 8 0.0 7 0.0 6 0.0 5 0.0 5 0.0
349 1.6 657 2.8 572 2.3 326 1.3 331 1.8 283 2.0 215 1.8
192 0.9 392 1.6 564 2.3 485 1.9 723 3.9 565 4.0 461 3.8
South Korea. 29 0.1 40 0.2 45 0.2 57 0.2 173 0.9 157 1.1 58 0.5
Other countries................. 304 1.4 483 2.0 864 35 1,558 6.1 1,475 8.0 1,047 4 71,245 10.2
Total ASia........ccceeeueeennen. 885 4.0 1,578 6.6 2,053 8.3 2,433 9.5 2,708 14.8 05, 14.4 1,985 16.3
AFFiCa oo 65 0.3 110 0.5 99 0.4 122 0.5 105 0.6 82 0.6 53 4 0
31 0.1 31 0.1 39 0.2 45 0.2 51 0.3 38 0.3 39 0.3
3 0.0 17 0.1 13 0.1 19 0.1 20 0.1 16.1 0.1 105 0.1
Total oo 22,322 100 23,765 100 24,751 100 25,724 100 18,331100 14,243 100 12,160 100

Source: 2011 and 2012 figures based on figures fl@Central Bank December 2015 Monthly Bulletial€ 3.1.4); 2013, 2014 and 2015 figures basedgunds from
the Central Bank October 2016 Monthly Bulletin (EaB.1.5).

(1) Total export figures differ with export figures fro“Balance of Payments” chart and “Real GDP by Exjieire” chart due to the exclusion of “non-regiete
commerce” and “other exports” figures in calculatif total exports in this chart. See footnote 1R#lance of Payment” chart.
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The following table sets forth information regarmglithe country of origin of the Republic’s imports the
periods presented.

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

January —
For the Year Ended December 31, September 30,
2011 2012 2013 2014 2015 2015 2016
Americas®
MEXICO ..ttt 870 896 963 967 656 524 355
United States.......ccoceevereiies ceeieiemeemeeeans 6,120 6,802 7,755 8,751 5,806 4,324 3,032
Central America 89 94 107 104 96 77 70
South America and the Caribbean
Argentina.......occeveeeieiee e 544 480 415 501 235 186 132
Brazil ...ccooieieieee st 938 929 871 863 712 535 484
Bolivia .. 9 31 110 114 183 147 128
2,221 2,198 2,288 2,201 1,766 6,36 996
619 628 628 583 551 415 350
- 1,601 1,765 1,442 1,022 911 573
1,142 1,130 1,118 1,024 789 056 502
Rest of Americas and Caribbean... 3,598 1,091 676 678 520 390 267
TOTAL AMERICA ..t 16,150 15,880 16,697 17,227 12,335 9,482 6,888
Europe
GEIMANY ...t 568 592 578 578 497 385 295
ALY oo 284 284 292 326 344 251 205
SPAIN .t e 325 613 738 618 430 337 265
145 486 341 151 87 69 36
ReSt Of EU ..o 996 939 961 1,315 1,126 887 577
Rest of EUrOPE ..cccooveieeiiiieiieie e 295 361 301 302 313 200 253
TOTAL EUROPE .....oociiiiiiiiceee e 2,614 3,275 3,210 3,288 2,796 2,129 1,630
Asia
2,290 2,829 3,476 3,613 3,266 ,518 1,811
661 732 599 574 478 390 197
195 193 205 213 182 150 93
930 796 1,008 902 792 677 374
1,116 1,363 1,442 1,548 1,431 ,26% 571
TOTAL ASIA e 5,191 5,913 6,731 6,851 6,148 5,000 3,045
Postal Traffic and regions excluding the
Americas, Europe and ASia..........c.c..c........ 483 409 383 360 239 180 181
TOtaAl o 24,438 25,477 27,021 27,726 21,518 16,791 11,745

Source: 2011 and 2012 figures based on figures freCentral Bank December 2015 Monthly Bulletiab(€ 3.1.4); 2013, 2014 and 2015
figures based on figures from the Central Bank ®et®106 Monthly Bulletin (Table 3.1.9).
Canada included in Rest of Americas and Caribbean.

Foreign Direct Investment

Ecuador’s foreign direct investment policy is gowt largely by national implementing legislation floe
Andean Community’s Decisions 291 of 1991 and 292383. Generally, foreign investors enjoy the saigiets
Ecuadorian national investors have to form comgaritereign investors may own up to 100% of a bssirentity
in most sectors without prior Government approsal face the same tax regime.
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Currency transfers overseas are unrestricted w#pact to earnings and profits distributed abreadlting
from registered foreign investment provided thdigations relating to employee revenue sharingrahel/ant taxes,
as well as other corresponding legal obligations naet.

Certain sectors of the Ecuadorian economy areveddor the state. All foreign investment in pettain
exploitation and development in Ecuador must beiezout under contracts with the Hydrocarbons &ediat of
Ecuador.

Direct foreign investment reached U.S.$643.7 millidJ.S.$567.0 million, U.S.$726.5 million, and
U.S.$771.7 million in 2011, 2012, 2013 and 2014speetively. Direct foreign investment in 2015 resth
U.S.$1,321.4 million, which is the largest amouhtivect foreign investment in the last five years 2015, the
petroleum sector represented the largest percerdbgbrect foreign investment with 42% of all inte®nt.
Manufacturing and services rendered to businessliéswved representing 20.0% and 18.4% of direct ifpre
investment, respectively. In the first six monti2016, direct foreign investment reached U.S.&R08illion, a
decrease compared to the U.S.$279.7 million irffiteesix months of 2015.

The following table sets forth information regamliforeign direct investment by sector for the pesio
indicated.

Foreign Investment by Sector
(in millions of U.S.$, and as a % of total foreigrestment)

For the Year Ended December 31, For January 1-June 30,
2011 2012 2013 2014 2015 2015 2016
US$ % US$ % US$ % USs$ % UsSs$ % USS$S % U.s.$ %

Agriculture, forestry,
hunting and fishing... 0.5 0.1 17.9 3.1 2038 29 389 5.0 67.8 51 108 3.8 105 51

Commercé!.............. 778 121 833 147 1102 152 1484 192 1728 1194 39.1 8.7 4.2
Construction.............. 50.1 7.8 311 55 687 9.5 4.3 0.6 6.4 05 21 0.8 21.0 10.2
Electricity and water. -10.8 -1.7 46.4 8.2 292 4.0 47 -06 61.8 47 9735 11 0.5
Petroleunt? ............... 379.2 589 2249 397 2529 348 6856 88.859.8 424 809 289 1458 70.7
Manufacturing........... 121.9 189 1356 239 1379 19.0 107.7 140 264002830 29.7 103 5.0
Social and personal

SEIVICES....covnvirieinene 27.8 4.3 1.7 0.3 -2.3 -0.3 141 18 -108 -08 -57-2.0 -6.7 -3.3
Services rendered to

businesses................ 44.7 6.9 395 7.0 117.7 16.2 244 3.2 2432 184438.13.7 123 5.9
Transportation,

storageand . 474 74 134 24 85 12 2470 320 436 33 -490 175 31 15

Total ...ooveiiiice 643.7 100 567.0 100 726.5 100 7717 100 1,321.4 100 279.7 100 206.1 100

Source: Based on Figures from the Central Bank Bedeof Payments Quarterly Bulletin for the Secondi@r of 2016.
(1) Commerce includes investment in commercial inftadtire and real estate.
(2) Includes mining and natural gas.

The 2008 Constitution contains certain principletating to foreign investment, including promoting
national and international investment, with pripriteing given to national investment and a comptearg role
being attributed to international investment; satifeg foreign investment to Ecuador’s national lefjamework
and regulations; prohibiting expropriation withantlemnification; limiting access to strategic sestavhich will
remain under state control; providing for disputelsting to international agreements to be resolwed regional
(Latin American) forum; and preventing disputeswesin the Republic and private companies from betgmi
disputes between sovereigns. These principles ateriaized in the enactment of the Production Cddee
“Economic and Social Policies — Production Coddfe creation of the MICSE and Strategic Ecuaidothe
procurement of foreign investment (see “The EcuadoEconomy — Strategic Sectors of the Economyid a
Article 422 of the Constitution, which sets paraengtfor disputes relating to international agreesen
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MONETARY SYSTEM
The Central Bank

The role of the Central Bank is to promote and gbate to the economic stability of the country.atts
as the manager of the public sector’s accountpemddes financial services to all public sectatitutions that are
required to hold their deposit accounts in the f2é¢riBank. Management of these accounts primarilolires
transfer operations between entities, includingnfithe Government to other entities, and transferactounts in
other banks, both foreign and domestic. The CeBaak is also the central coordinator of the paynsgatem. All
domestic banks conduct their clearing operationsutyh the Central Bank, and also use the bank I their
liquidity reserves. In addition, the Central Bambnitors economic growth and economic trends. Tao@mplish
this task, it has developed statistical and researethodologies to conduct analyses and policymatendations
on various economic issues.

The functions of the Central Bank were sharplyuced as a result of the Dollarization Program.dt n
longer sets monetary policy or exchange rate pdbcyEcuador. Instead, the Ecuadorian economyuisently
directly affected by the monetary policy of the tédi States, including U.S. interest rate policye Htuadorian
Economic Transformation Law, which made the U.3laddéegal tender in Ecuador, provided for the CahBank
to exchange, on demand, sucres at a rate of 25(@08s per U.S.$1. The law also prohibited the@eBank from
incurring any additional sucre-denominated liai@éf and required that the Central Bank redeemestmins and
bank notes for U.S. dollars.

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

On January 16, 2013, the Central Bank named Diegdiivez as its new president. On August 12, 2015,
after the Monetary and Financial Law abolished flsition of president of the Central Bank, the @dnBank
named Diego Martinez as its General Manager. Aliegrto the Monetary and Financial Law, the Comesitof
Monetary and Financial Policy Regulation is comgnliof delegates from Ecuador's Ministry of Finantes
Ministry of Production and Industrialization, theafibnal Secretary of Planning and Development Mirgstry of
Economic Policy, and a delegate appointed by tlesiékent. The Superintendent of Banks and the GeMamager
of the Central Bank may attend committee meetingshave no right to vote. Under the supervisionthos
committee, the General Manager oversees operatioi® Central Bank, which operates through theeefbf the
Vice General Manager in Quito and two other brarche€Cuenca and Guayaquil.

The Monetary and Financial Law also establishesréie and structure of public banks, including the
Government-ownedanco de Desarrollo del Ecuador B.Rhe “Development Bank”), formerly denominated,
Banco del Estado Since 1979, the role of the Development Bankbeen to finance Government investment and
infrastructure projects through loans to municipedi and provinces and to grant loans to munidipaliand
provinces. As of September 30, 2016, the DeveloprBank made a total of U.S.$257.9 million in digements
to Ecuador’'s Autonomous Decentralized Governments.

The Republic is not currently under a structurakagent, such as a stand-by or similar agreeméiht, w
the IMF or similar international multilateral intstiions. On September 25, 2015, the Executive Boéithe IMF
concluded its annual Article 1V consultation witketlador. The consultation took place in Washind®d@. through
discussions with officials, and via video and talepe conferences with individuals in the public gmivate
sector in Ecuador. In its published report, theFlivbted the significant improvements in Ecuadodsia and
economic indicators over the past decade, but mtéed that since the fourth quarter of 2014, thenemy of
Ecuador has been hit by external shocks, incluttieginternational decline in oil prices and reathenge rate
appreciation. The IMF commended Ecuadorian autherfor adjustment efforts to contain the fiscabd The
results of the consultation were announced in a@oligc 21, 2015 press release by the IMF which édlave on the
IMF website.
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On January 8, 2016, the Central Bank issued U.8.##lion in bonds governed by Ecuadorian law. The
bonds were issued to several of Ecuador’'s munitigmlas payment for value added tax amounts owetthe
municipalities by the Government.

On November 24, 2016, the Monetary and FinancidicyP@and Regulation BoardJgnta de Politica y
Regulacion Monetaria y Financierassued Resolution No. 273-2016-F, which incredsesn 2% to 5% the
reserves that financial institutions with more thau$.$1 billion in assets are required to holdhat Central Bank.
This resolution is expected to reduce the liquidify these financial institutions' Central Bank d&po by
approximately U.S.$750 million.

Financial Sector
Supervision of the Financial System

The financial sector consists of various finandredtitutions, insurance companies, and the seesriti
markets, in accordance with the Monetary and Fidhew. In accordance with the Monetary and FaiahLaw,
the Committee of Monetary and Financial Policy Ration regulates (1) all private sector financiastitutions
including banks and credit card issuers, (2) pubéctor and private financial institutions, witrspect to their
solvency, liquidation, financial prudence and oth@éministrative matters, (3) insurance and re-gusce companies,
and (4) the securities markets. In addition, tleen@ittee of Monetary and Financial Policy Regulatfwovides
general oversight and regulation for the finansigtem, including the Central Bank, the Superirtenhdf Banks,
the COSEDE (defined herein), the Liquidity Fundj @nivate banks.

The Ecuadorian financial system is composed ofQéetral Bank, private commercial banks, cooperative
banks, and several state development and stateddvanks.

The Monetary and Financial Law permits the esshbtient of universal banks (banks that can offer all
types of banking services), and provides for equedtment of foreign and domestic financial insiias.
Ecuadorian financial institutions may establishefgn offices and invest in foreign financial ingtions, with
authorization from the Superintendent of Banksekgpr subsidiaries of Ecuadorian financial instdo8 must also
conform to the guidelines established by the Mayetad Financial Law, in order to promote prudesing and
investment policies, and ensure financial solveritach year, external auditors must provide opini@garding
capital adequacy, concentration of loans, intedestkebtors, and asset classifications on both umtiolased and
consolidated bases for all banks. The Republicshastured its guidelines under the Monetary amdfcial Law
S0 as to be consistent with the banking supervigiaidelines established by the Basel Committee ankBg
Supervision.

The Monetary and Financial Law designates the Supeadent of Banks as the principal regulatory
authority for the Republic’'s financial system. T8aperintendent of Banks is tasked primarily witludential
matters including capital adequacy, liquidity eags, management risks, and the solvency and rggk gsiality of
financial institutions.

The Monetary and Financial Law creates the CommitieMonetary and Financial Policy Regulation to
oversee and regulate the execution of monetargigorexchange, financial, insurance, and securipisies of the
country. The committee replaces existing regujatmodies, and also serves as an overall supervisody to
oversee the activities of the Republic’s finaneiatities, including supervisory agencies such asSthperintendent
of Banks. The committee is comprised of delegiten Ecuador’s Ministry of Finance, the Ministry Bfoduction
and Industrialization, the National Secretary ariPling and Development, the Ministry of Economitidypand a
delegate appointed by the President. Among tmeipal functions of the committee are:

» the oversight and monitoring of the liquidity requments of Ecuador’s financial system, with thesobye
of ensuring that liquidity remains above certawels (to be determined by the Committee of Monetary
Financial Policy Regulation);
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» the auditing and supervision of the Central Bardk &aperintendent of Banks;
» the establishment of regulations for the Repubktéctronic payment system; and
» the oversight of borrowing requirements for priviai@ns.

Since the crisis of the banking system in the 18@0s, during which a number of banks became irgt|v
the Superintendent of Banks has worked to imprarekimg supervision standards. Since 2001, the 8upedent
of Banks reformed the regulatory framework for bagksupervision.

As part of the reforms, the Superintendent of Bamfgemented measures that included the following:

* Programs for regulatory on-site audits and periogjporting requirements. These are published tiomel
newspapers, with the intention to ensure that baokgly with regulatory standards;

» Uniform accounting risks for the financial system;

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

* Evaluation of market risk based on interest rak, rivhich refers to the potential losses of nebine or in
the capital base, due to the incapacity of thetuigin to adjust the return on its productive &sgéan
portfolio and financial investment) with the fluations in the cost of its resources produced bygésiin
interest rates; and

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

This method increased the amounts which finanogtitutions are required to reserve in order tagaie
potential losses arising from their loans (“LoamsloReserve”). With respect to Loan-loss Reserug;eut
regulations impose reserve requirements basedskrcategories and type of financial assets. Thegeinrements
have been introduced to bring them in line witfeinational standards, and to increase the avenagéygof the
financial system’s loan portfolio. As of Septeml3€;, 2016, the majority of banks in Ecuador areampliance
with Basel Il, and all banks are expected to bedmpliance within two years. Compliance with BaBeis
mandatory for all banks by 2017.

The following table sets forth information regamlirthe risk categories and Loan-loss Reserve
requirements currently in force pursuant to ResmulNo. 209-2016-F, of February 12, 2016, promuwddaby the
Committee of Monetary and Financial Policy.

Risk Categories and Required Loa-loss Reserv®
(in number of days past due, except for percenjages

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

Source: Superintendent of Banks as of November.2016

(1) Circular SB-1IG-2016-0066-C of the SuperintendenBahks provides for a transitional period beforesth new risk categories
must be reflected in financial statements on JUh&G16.

(2) Ecuador subdivides Categories A, B, and C into catlegories. However, categories in chart are dfiegl for ease of
presentation.

(3) For commercial loans, in addition to the numbedays due, three factors are considered for claasidin among risk categories:
(a) debtor payment capacity and financial situati@) experience of payment (risk information fréhe system, debtor’s credit
history); and (c) risk of the economic environment.

(4) Classified, with respect téa) retail microcredit, as loans up to U.S.$1,0@), microcredit simple accumulation, as loans from
U.S.$ U.S.$1,000 to U.S.$10,000, and (c) micro¢regiended accumulation, as loans in excess offtl0S000. Persons with
annual sales equal to or less than U.S.$100,00@raups of lenders guaranteeing or financing sreadile production or
commercialization are eligible for microcredit I@an
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The following table sets forth information regamglioans of the banking system by risk categoryfas o
August 31, 2016.

Classification of Aggregate Assets of the EcuadoniaPrivate Financial System™
(as a % of total loans)

As of August 31, 2016

Category Commercial loans Consumer loans Mortgage loans Small business
A 75.8¢ 90.8¢ 96.3¢ 92.4:
B 18.8¢ 2.6¢ 2.1z 2.1¢
c 4.4¢ 1.9z 0.5 1.7z
D 0.3€ 1.0C 0.62 0.7
E 0.44 3.54 0.39 2.95
Total 10C 10C 10C 10C

Source: Superintendent of Banks as of Novembe§.201
(1) Banks must hold 60% of deposits in Ecua

The Financial Safety Net

President Correa’s administration determined thatfinancial safety net in place when he took effizas
insufficient, as there was no lender of last redortmany countries, the central bank acts asehddr of last resort.
Due to the Ecuador’s Dollarization Program, howettee Republic's lending capacity was limited te Bondo de
Liquidez del Sistema Financiero Ecuatoriafthiquidity Fund”). President Correa’s adminidicm believed that

the lack of a strong lender of last resort incrdabe risks to the financial system, and decrefigality within the
system.

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

Lender of Last Resort

In accordance with the Financial Safety Net Lawiclwlwas designed to strengthen the Liquidity Fuhd,
Liquidity Fund acts as the lender of last resort foivate financial institutions. As of October,32016 the
Liquidity Fund consisted of approximately U.S.$2)3Aillion, an increase compared to October 31, 20iten the
Liquidity Fund consisted of U.S.$2,271 million. i$hncrease is due to growth in deposits. The ldiyiFund is
overseen by the Superintendent of the Banks andnédered by the Central Bank. The assets of tigaidity
Fund are subject to sovereign immunity and canaaiubject to attachment of any kind.

Banking Resolution System

The second tier of the Financial Safety Net Lawhis creation of a banking resolution scheme called
Exclusion y Transferencia de Activos y Pasi¢®&xclusion and Transfer of Assets and Liabilities “ETAP").
Under ETAP, healthier labor contingencies, depasit assets can be excluded from the balance shedétoubled
banking institution and transferred to a newly tedaentity or to one or more healthier bankingitogons. This

policy is intended to separate good assets frompaoforming assets and create an efficient andrigrdb@nking
resolution process.

Deposit Insurance

The third tier of the Financial Safety Law consistghe Corporaciéon de Seguro de DepdsitBeposit
Insurance Corporation” or “COSEDE”). The COSEDBEhs successor to thgencia de Garantia de Depdsitos
(“Deposit Guarantee Agencyr “AGD”), which was previously responsible for ingg the accounts of depositors
in Ecuador’s banking systems. In December 1998ABGD was created as a response to the bankirig bsighe
Ley de Reordenamiento en Materia Econémica en eh Aributario-Financiera(“Law Reorganizing Economic
Matters in the Tax and Finance Areas”). The AGD hatlal role: to oversee the amounts the Republogted
with the Central Bank in order to protect deposit@nd to help restructure banks in liquidation.
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In December 2009, the AGD closed. The net asgdtsecAGD were then temporarily transferred to the
Ministry of Finance and to COSEDE and thereaftendferred to th€orporacion Financiera Naciond'CFN”), a
separate Government institution. COSEDE had aefétsS.$453 million, U.S.$622 million, U.S.$796lkon, and
U.S.$1,009 million as of December 31, 2011, Decertie2012, and December 31, 2013, and Decembe&034,
respectively. As of December 31, 2015, COSEDE asgbts of U.S.$1,236 million. As of October 31, €01
COSEDE had assets of U.S.$1,392 million, an ineréasn U.S.$192 million as of October 31, 2015.

In accordance with the Financial Safety Net Law] Besolution JB-2009-1280, COSEDE administers the
private financial institutions insurance deposisteyn, which does not include any public bankingitimson.
COSEDE insures deposits of up to U.S.$32,000 peoust, whereas the AGD could only guarantee up to
U.S.$12,000 per account. Pursuant to the FinaSeifdty Net Law, banks are required to contribut€ ®@5EDE an
amount determined annually in accordance with titel tamount of deposits held. Under the Monetarg a
Financial Law, deposits in the COSEDE are subgdavereign immunity and cannot be subject to lattent of
any kind.

Superintendent of Banks

Under the fourth tier of the Financial Safety Ldlae Superintendent of Banks is authorized to irsg¢he
capital and reserves requirement of banking irt&tits.

The Financial System

The following table sets forth, by type, the numbéifinancial institutions in the Ecuadorian fingalc
system for the periods indicated.

Number of Financial Institutions

As of September

As of December 31, 30, 2018
2011 2012 2013 2014 2015 2015 2016
Banks 26 26 26 24 22 22 22
National banks..........ccoevevviiniinennnns, 25 25 25 23 21 21 21
Private........ccuvveieniiiiieceeeee, 24 24 24 22 20 20 20
Government-owned banks.......... 1 1 1 1 1 1 1
Foreign banks........ccccovvvviiiniinennnne, 1 1 1 1 1 1 1
Other financial entities...........coccovvveeieennes 58 57 57 54 41 41 37
Savings and loans associatiths......... 40 39 39 37 24 24 25
Small lending institutions................... 4 4 4 4 4 4 4
Financial institutions........................ 10 10 10 9 10 10 5
Public banks .........ccccooiiiiiiiniinn 4 4 4 4 3 3 3
Insurance companies 45 44 44 40 39 n/a n/a
Insurance companies....................... 43 42 42 38 37 n/a n/a
Reinsurance companies.................... 2 2 2 2 2 n/a n/a
Credit-card issuing entities 2 2 2 2 1 1 1
TOtal. e 131 129 129 120 103 64 60

Source: Superintendent of Banks as of November.2016

(1) Savings and Loans Associations includeGoeperativas de Ahorro y Credito de Primer Pisd,Slegmento 10n February 13, 2015, the
Committee of Monetary and Financial Policy passeddfution 038-2015-F, which set out parameterstter division of savings and
loans associations into five categories, settirggrttinimum threshold for inclusion in Category leatities with assets above U.S.$80
million. This threshold will be reviewed by the @mittee of Monetary and Financial Policy Regulationan annual basis.

(2) Information with respect to Insurance Compaiigesot available for September 30, 2015 and Selpeer80, 2016 and is not included in
the total number of financial institutions as ofBwates.
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Banking System
Overview

As of December 31, 2015, the Ecuadorian bankintesy$iad a total of 22 banking institutions, of whic
one was a foreign-owned bank and one was a stateébWwank. The decrease in the total amount offiiah
institutions from 120 in 2014 to 103 in 2015 in thisove chart reflects a decrease in the numbeawhfigs and
loans associations included in Category 1, whiehestities with assets above U.S.$80 million. Tatzsets of the
banking system increased from U.S.$23.9 billior2@11 to U.S.$33.6 billion in 2014. As of DecemBér 2015,
total assets for the banking system totaled U.S%B0lion, a decrease of 8% since December 31420This
decrease in total assets is due to the decreasposits in 2015. Total assets of the bankingesyshcreased from
U.S.$30.9 billion as of October 31, 2015 to U.S.83dillion as of October 31, 2016, an increase @¥1 This
increase was principally due to the increase @rves in the Central Bank and growth in liquidhydughout 2016.

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

Banking Systen

As of December 31, As of October 31,
2011 2012 2013 2014 2015 2015 2016
Total assets (in billions of U.S. dollars)........... 23.9 27.9 30.7 33.6 30.9 30.9 34.0
Non-performing loan§’ (as % of total loans)....... 0.99%  1.24% 1.18%  1.33%  1.45%  1.82%  1.45%

Source: Superintendent of Banks as of October 2016.

(1) Non-performing loans are classified by ecormsgctor. Commercial non-performing loans are diagsas loans 31 days overdue,
consumer non-performing loans are classified asdd#® days overdue, real estate non-performingslaam classified as loans 61 days
overdue, and microcredit non-performing loans daesified as loans 16 days overdue.

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

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

Annual growth

Total Time rate of Time

Demand and Demand and Demand
Deposits Time Deposits ~ Deposits® Deposits
December 31, 2011.........coovvvieeeieinnt 13,360 5,198 18,558 14%
December 31, 2012..........cccvvvunnnnnn. 15,992 5,921 21,913 18%
December 31, 2013..........ccevvvnnnnnnn. 17,619 6,631 24,251 11%
December 31, 2014..........cccvuunneeee. 19,014 7,861 26,875 11%
December 31, 2015.........cccvviieeieiiint 15,889 7,402 23,291 -13%
October 31, 2015.......cccviiiiieeiiiiie e, 15,760 7,632 23,293 -9%
October 31, 2016...........vceeeieeeiiiiiieeeees 17,341 8,599 25,940 11%

Source: Superintendent of Banks as of October 2016.
(1) Total does not include reported operationsrantee deposits and restricted deposits.

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.liomjlla decrease of 13% since December 31, 2014is Th
decrease is due to the decrease in economic gdiwitng this period. The majority of funding fitre Ecuadorian
banking system is comprised of demand depositsgchwinicreased 42.3% from U.S.$13,360 million in 2041
U.S.$19,013.5 million in 2014. As of December 2015, demand deposits totaled U.S.$15,888.9 millaon
decrease of 16.4% since December 31, 2014. Timpesie increased 51.2% from U.S.$5,198 million @12 to
U.S.$7,861 million in 2014. As of December 31, 20time deposits totaled U.S.$7,402.2 million, ardase of
5.8% since December 31, 2014. As of October 3162tbtal time and demand deposits increased tdbR7SL
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million, an increase of 11.4% compared to Octolder2B15. This increase was due to the recoveoyl gkices and
foreign investment which have increased liquiditg aesulted in an increase in savings depositsasil deposits.

Foreign banks and financial institutions are alsmarce of liquidity in the Ecuadorian banking syst As
of December 31, 2015 the balance of foreign liedi in the banking sector amounted to approxirgatel
U.S.$433.79 million, which is an increase from Hadance of foreign liabilities in December 31, 20dhich was
U.S.$557.52 million. As of September 30, 2016khkance of foreign liabilities in the banking seconounted to
approximately U.S.$479.47 million, which is an iease from the balance of foreign liabilities in ®ember 30,
2015, which was U.S.$418.39 million.

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

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

Demand deposits Time deposits Foreign financing
December 31, 2011 .......coouiieniieneie e 62 24 3
December 31, 2012 63 24 2
December 31, 2013 .....ccovveiiieeeeeeeeeee e 63 22 2
December 31, 2014 .......cccouveeeniienein e 62 26 2
December 31, 2015 58 37 5
September 30, 2015 57 27 4
September 30, 2016 57 28 5

Source: Superintendent of Banks as of October 2016.

The following table sets forth information regarmglithe allocation of principal asset accounts, wépect
to total assets of the banking system as of thesdadicated.

Allocation of the Principal Asset Accounts with Regect to Total Assets of the Banking Syste
(as a % of total assets)

Portfolio of current loans Investments
December 31, 2011 ......oovivviiiniiieeet s 53.9 13.0
December 31, 2012 ........coeeuvevnennns 52.8 11.5
December 31, 2013 ......cccovveveeeeinnnnns 52.6 12.7%
December 31, 2014 ........cooevviieniiineees s 54.7 14.0
December 31, 2015 ........cooeuviieneiineeet s 56.7 14.4
September 30, 2015...........eueviiinnnniieennans 58.7 10.7
September 30, 2016...........eeveennnnnniiennnans 53.0 16.7

Source: Superintendent of Banks as of October 2016.

As of December 31, 2015, the banking system reptedé®2.6 % of the total assets of the privateniona
system. The banking system, for the year ended rbleee 31, 2015, made a profit of U.S.$271 milliorhich
according to data from the Superintendent of Baeksesented 0.27% of Ecuador’'s nominal GDP andceedse
compared to U.S.$334 million as of December 31420The banking system weakened between 2014 ahfs 20
and its assets contracted by 8% due to a 13% decireéime and demand deposits.

As of September 30, 2016, the banking system repted 93.7 % of the total assets of the privatniamel
system. The banking system, for the 9 month pestated September 30, 2016, made a profit of U.S.$X6Rlion,
which according to data from the SuperintenderBarfiks represented a decrease compared to U.S.#24B0oB
as of September 30, 2015. The banking system lestmonger between October 31, 2015 and 2016, tardsets
increased by 10% due to the increase of reservéiseirCentral Bank and growth in liquidity through@016
resulting from the recovery in oil prices and fgreinvestment.
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Ecuador’s banks use their resources primarily terek loans. Between 2011 and 2015, the Ecuadorian
banking system’s total loan portfolio increased Uns.$37.26 billion (37.26% and 257.19% as a pesmniof
capital requirement) and past due loans increaged $.$381.07 million (124.44% and 19.23% as aqresge of
capital requirement). Regulations require thatkbdmave a legal lending limit equal to 10% of thest worth for
uncollateralized loans and up to 20% of their nettivif the excess over the first 10% is 140% ¢elialized.

The following table identifies the loans made te firivate sector from the private banking sectod, the
deposits of the private banking sector as of thesdiadicated.

Loans to the Private Sector and Private Bank Depads
(in millions of U.S.$)

As of October 31, 2016

Loans Deposits
Commercial, Productive and Consumer Loansl5,528 Demand DepositS...........cccevvveeennn... 17,340
Microenterprise Loar...........cccceeiiiiiiiiinnnnns 1,441 TiMe DEPOSItS........oovveeeeeeeeerreeenan 8,599
Education Loar............ocvvviieeiiiiinnicniiiennn, 428 Guarantee DepOSits........................ 1
Real Estate and Public Housing Lo.............. 1,956 ONEIS..cvvieeiiieieeeeee s 1,193
Total oo, 19,354 Total oo 27,134

Source: Superintendent of Banks as of October 2016.

The following table sets forth information regamglithe banking system’s loan portfolio as of theedat
indicated.

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

Currentloans asa Past-due loans as

Current Total loan percentage of the a percentage of the
loans Past-due loan® portfolio total loan portfolio  total loan portfolio

December 31, 2011.................... 13,371 306 3,617 97.8% 2.2%
December 31, 2012.................... 15,332 442 5,704 97.2% 2.8%
December 31, 2013.................... 16,810 448 7,298 97.4% 2.6%
December 31, 2014.................... 19,087 565 19,652 97.1% 2.9%

December 31, 2015.................... 18,086 687 8,713 96.3% 3. 7%
September 30, 2015 ................... 18,714 784 9,498 96.0% 4.0%
September 30, 2016 ................... 18,312 773 9,085 95.9% 4.1%

Source: Superintendent of Banks as of October 2016.

(1) Past-due loans are classified by economic sectomriercial past-due loans are classified as loanda3s overdue, consumer past-due
loans are classified as loans 16 days overdueestale past-due loans are classified as loans&twe, and microcredit past-due loans are
classified as loans 16 overdue. Non-interest ggimgrloans are also included in past-due loans.

The delinquency rate increased to 2.8% in 2012 f2d?d6 in 2011 as a result of an increase in consume
past-due loans which increased from U.S.$175 millio 2011 to U.S.$293 million in 2012. However tate
decreased to 2.6% in 2013 due to reduction in grastoans of the commercial sector, which decretsedS.$284
million. In 2014, the delinquency rate increase@.@9, as a result of the increase in delinqueatssrin consumer
credits from 4.7% to 5.5%. In 2015, the delinquerate increased to 3.7% due to the increase inglency rates
in commercial credits from 12.7% to 14.3% as wsllttee decrease in the total loan portfolio. Ageofober 31,
2015, the delinquency rate for loans from the peuaanking sector reached 4.2% as a result ofah&action in
liquidity that resulted from the reduced price etrpleum and appreciation of the dollar. As ofdder 31, 2016,
the delinquency rate increased to 4.3% despiteasead liquidity because the increased liquidityrf@syet resulted
in a corresponding growth in the loan portfolio awtordingly has not yet led to a growth in nonrdglent loans
which growth would decrease the overall delinquaaty.
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As of September 30, 2016, 14.7% of all current $oarre commercial, 61.5% were consumer, 10.3% were
housing, 8.4% were microcredit and 2.6% were edocaelated.

As of September 30, 2016, banking deposits, inolydjuarantee deposits and restricted depositdedota
U.S.$26,877 million, an increase from the U.S.$28,/illion as of September 30, 2015. However,|totarent
loans to the private sector from the private baglgactor decreased from U.S.$18,714 million asepi&nber 30,
2015 to U.S.$18,312 million as of September 306201

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

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

As of December 31, As of September 30,
2011 2012 2013 2014 2015 2015 2016
US$ % US$S % US$ % US$S % USS$S % USs$ % S¥. %
Commercial............ 68 22.3 62 14.0 65 145 72 127 98 143 113 14.4 114 147
CONSUMET.....oonenn.. 175 57.2 293 66.3 284 634 383 68.0 438 637 501 639 476 615
Real estate.............. 23 75 25 57 27 6.0 31 53 39 5.6 40 5.1 65 8.4
Microcredit.... 39 129 62 14.0 72 16.1 79 138 90 13.1 100 12.7  9912.8
Educatioff............. - - - - - - - - 22 3.2 31 3.9 20 2.6
Total 306 100 442 100 448 100 565 100 687 100 784 ~ 100 773 100

Source: Superintendent of Banks as of October 2016.

(1) Productive loans are included with consumer loanSgptember 30, 2016.

(2) The education loan portfolio that was previouslynatstered by thénstituto Ecuatoriano de Crédito
Educativo y BecaECE) was transferred to the banking system ior&&ry of 2015.

Banking Sector

The first, second and third largest banks in Ecuade Banco del Pichincha, Banco del Pacifico aadcB
de Guayaquil in that order. As of December 31, 2@ié three banks accounted for about 57.69% ofeperted
combined income and 54.36% of Ecuador’s bankingtassReturn on equity for these three banks aeer8¢6%
for 2015, a decrease of 3.26% compared to 2014ewigt profit decreased from U.S.$179 million inl200
U.S.$142 million in 2015.

Banco del Pacifico is 100% owned by the Republaying been taken over from private shareholders
during the banking crisis in 1999 and its sharasdferred to the Central Bank. During 2010 andl2®&re had
been discussions relating to the re-privatizatibBamco del Pacifico, however, these plans wereddrzed in 2011
when ownership was transferred from the CentrakBarCFN. As of December 31, 2015, Banco del RacHad
approximately U.S.$4.294 million in assets. Itsfipgancreased in 2015 when compared to 2014 fra®.$48.1
million in 2014 to U.S.$50.86 million in 2015. Ad September 30, 2016, Banco del Pacifico had appetely
U.S.$5.025 million in assets. Its profits increaasaf September 30, 2016 when compared to U.S8&40illion as
of September 30, 2015.

Pacific National Bank was Banco del Pacifico’s UsBbsidiary, based in Miami. Pacific National Bank
had approximately U.S.$355 million in assets, idizig U.S.$154 million in loans (mostly commerciehl estate),
$163 million in securities and $3.6 million in reys@ssed property. In 2011, the bank was fined$@d.Rillion by
U.S. banking regulators for violations of the UB&ink Secrecy Act (“BSA”) and anti-money launderlags. In
2012, the Federal Reserve Bank of the United Stated Banco del Pacifico’'s shares in Pacific dweti Bank
under the control of a trustee and ordered thedfdlee shares to a third party. According torbgulatory consent
order transferring the shares to the trustee,htheedransfer to the trustee and sale are noetetatthe violations of
the BSA, but due to the transfer of ownership ai@adel Pacifico from the Central Bank to CFN i1 20which
according to U.S. banking regulations does notityua$ a holding company for a U.S. chartered baimkOctober
21, 2013, the shares were sold to a group of grivatestors.
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As of September 30, 2016, approximately 3.59% efgiofits in the banking sector came from Citibank
N.A. Ecuador Branch, which is the only foreign bamplerating in Ecuador.

In March 2013, Banco Territorial S.A, one of thdedt banks in Ecuador with assets of U.S.$135anilli
entered a liquidation process one week after ievaipns were suspended. Banco Territorial prigngmiovided
services to small and medium companies in Guayaauilhad approximately 79,000 depositors, with teposits
of approximately U.S.$122 million, or less than 18 the total deposits in the private banking sedtor
Ecuador. As of December 31, 2015, COSEDE paid$3454 million to depositors, which represented titel
amount owed to depositors.

In August 2014, the Superintendent of Banks forynalhnounced that Banco Sudamericano S.A. will
undergo a forced liquidation process due to araito meet adequate solvency and liquidity requireisi As of
the date of this Offering Circular, the Superintemidof Banks, along with COSEDE, have not annourecémal
restructuring plan for the bank's assets. Bancda®ericano S.A. owned 0.55% of the total assetthén
Ecuadorian banking system. As of December 31, 20085EDE paid U.S.$1.77 million to depositors aridrenal
liquidator was appointed.

On October 11, 2014, Promerica Financial Corpanatia Nicaraguan banking conglomerate with
operations in Ecuador, acquired Banco de la Pradinderodubanco S.A., an Ecuadorian banking entAy.the
time of the merger, Banco de la Produccion ProdobéhA. represented 9.5% of the Ecuadorian bandystem,
with U.S.$3,028 million in assets, while Promerkiaancial Corporation represented 2.8% of the bankystem
with assets of U.S.$843.5 million.

In June 2016, the Superintendent of Banks annouth@@dProinco Sociedad Financiera S.A., a financial
institution focusing on mortgage lending and miwans with approximately U.S.$42 million dollars assets,
would be liquidated as a result of its failure tmmply with the relevant laws and regulations, inahg certain
solvency requirements.

Cooperative Banks

In 2008, the Correa administration created Bmegrama de Finanzas Popularé®rogram for Public
Finance”) to expand lending to smaller financiabperatives, in order that they could increase legdo small
businesses. These cooperatives extend micro-toainslividuals and businesses that could otherwisteattain a
loan at commercial banks. In January 2008, coaiper loans were at 11.1% of total non-publicly edrbank
lending. As of December 31, 2015, the percentageitcreased to 17.2%, or U.S.$4,301 million.

On February 13, 2015, the Committee of Monetary Biméincial Policy passed Resolution 038-2015-F,
which sets forth rules relating to the divisionttoé savings and loan association sector as follows:

» Category 1: entities with assets above U.S.$80anill

» Category 2: entities with assets between U.S.$2bmto U.S.$80 million;

» Category 3: entities with assets between U.S.$komilo U.S.$20 million;

» Category 4: entities with assets between U.S.$llomilo U.S.$5 million; and
» Category 5: entities with assets below U.S.$1 anilli

The threshold for Category 1 will be reviewed by ommittee of Monetary and Financial Policy Retiafaon an
annual basis. The additional four categories atensthout further review by the Committee of Mcargt and
Financial Policy Regulation. Additional regulatorapplicable to each segment will be promulgatedthsy
Superintendencia de Economia Popular y Solidéha Superintendent of the Popular Economy, or ‘S&EP
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Capital Markets

Retail trading of debt and equity securities of/gte Ecuadorian issuers has remained relativelgddrin
the five years ending in 2015. Most of the tradimgEcuador’s capital markets involves the purcteask sale of
bank securities and fixed income Government seesriin the last five years, Ecuador has expereaceincrease
in the issuance of corporate bonds. They havenbe@mn important financing alternative for comparied issuers
that want longer terms than those available thrdagik loans. The Ecuadorian capital markets cbokthe Quito
Stock Exchange and the Guayaquil Stock Exchange"Bbuadorian Stock Exchanges”), both opened ir819&s
of December 31, 2015, the Ecuadorian Stock Excleaog@bined listed the securities of approximat@y &suers.
Issuers that subscribe to one exchange automgtiEdiome listed on the other exchange.

The Ecuadorian capital markets are regulated by ¢y de Mercado de Valord¥€Capital Markets Law”)
and the Law to Strengthen and Optimize the Corpoaad Securities Sector. Under these laws, thadecian
Stock Exchanges are supervised by $luperintendencia de Compafiias Valores y Sedines“Superintendent of
Companies and Securities and Insurance”) whil&Ctrmmittee of Monetary and Financial Policy is resgble for
formulating the general securities policies of Hauadorian capital markets and for providing geinevarsight of
the securities markets.

As of December 31, 2015, U.S.$1,147.5 million wasfrsecurities were traded in the secondary market,
representing 23% of the Ecuadorian securities narRepo trading represented 1.4% of the total etarks of
October 31, 2016, U.S.$1,112.2 million worth ofgéges were traded in the secondary market, repitesy 15%
of the Ecuadorian securities market. Repo tradapgesented 0.2% of the total market. The follgnable shows
aggregate amounts of traded securities for thegetisted..

Aggregate Amounts of Traded Securitie
(in millions of U.S. dollars)

For the 10 Months Ended

For the Year Ended December 31, October 31,
2011 2012 2013 2014 2015 2015 2016
REPOS..cviiiiieiene 42.2 54.1 168.1 203.3 68.9 68.2 14.0
Other™ ..o 3,718.7 3,695.6 3,554.2 7,340.8 5,053.3 3,869.7 7,165.3
Total .o, 3,760.9 3,749.7 3,722.3 7,544.1 5,122.2 3,937.9 7,179.3

SourceBolsa de Valores de Qui{Quito Stock Exchange”).
(1) Includes Government securities, bank securitied,cmmercial paper, among others.

In 2015, U.S.$5,053.3 million worth of securitieere traded on the Ecuadorian Stock Exchanges,
representing a decrease compared to the U.S.$Z,64Hion of the securities traded in 2014. Thecckase is due
to a decrease in investment by BIESS. In the fiesmonths of 2016 U.S.$7,179.3 million worth ofsdties were
traded on the Ecuadorian Stock Exchanges, rephegesnt increase compared to the U.S.$3,937.9 milkibthe
securities traded in the first 10 months of 20This increase is due to a higher level of publict@esecurities
issues.

Interest Rates and Money Supply

In July 2007, thé.ey del Costo Maximo Efectivo del Créd{tMaximum Actual Credit Cost Law”) went
into effect to establish a new system for calcafabf interest rates. The principal aspects ofltsare:

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

» the prohibition on imposing any fee that is nothie nature of compensation for the rendering @raice;
and
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* in December 2007, a change in the methodology dteutating the maximum interest rate of the Central
Bank, whose methodology has since been declareshstitutional, and has been further amended so that
the maximum rate equals interest rates of creditaipns of private financial institutions in eaethevant
sector, multiplied by an amount determined by tleatéal Bank.

In April 2015, Resolution 043-2015-F was publishiedthe Official Gazette and became effective,
establishing new categories of credits in the fai@nsystem, totaling 10. The purpose of this Regm is to
promote socially and environmentally responsibl@sconption, to encourage value generating investraadt
improve the efficiency of the financial system. eThew categories of credit in the financial systeiude:
productive credits, ordinary commercial creditsoqity commercial credits, ordinary consumptiondits, priority
consumption credits, education credits, publicrgge housing credit, real estate credits, micratseghd public
investment credits. Changes from the prior caiegtion include the following:

» “productive credits” are defined as those creditsahich at least 90% of funds are dedicated twig@gpn
of capital goods, construction of infrastructureject and the purchase of industrial property sght

» “consumer credits” are divided into “ordinary conser loans,” for the acquisition or commercializatiaf
light fossil fuel vehicles and “priority consumerahs,” dedicated to the purchase of goods or s\ac
expenses not related to productive activity orrady commercial activity;

* “commercial credits” are defined as “ordinary connan credits,” which are available to persons wehos
annual sales are higher than U.S$100,000.00 tlptiracor commercialize light fossil fuel vehiclesda
“priority commercial credits,” which are availalitzr the acquisition of goods and services for comuiaé
and productive activities to persons whose anralaksare higher than U.S$100,000.00; and

* ‘“education credits,” which are available to individs and accredited institutions to finance edooasnd
vocational or technical training, were introduced.

In addition to the new categorization of credige iommittee of Monetary and Financial Policy Retiofafixed
the maximum interest rates for each of these caggythrough Resolution No. 044-2015-F.

The following table sets forth average depositrigge rates for the economy as a whole and average
lending interest rates per sector for the peribdsvs.
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Interest Rates
(in percentages)
As of November

As of December 31, 30,
2011"% 2013 2013% 2014 2015 2015 2016
DepOoSit INTErest rate.........ccoecviiiiiimemee s 45 45 45 52 51 5.1 55
Lending iNterest rate..... ..o iieceee et e 8.2 8.2 8.2 8.2 9.1 9.2 8.4
Corporate productive lending interest FAte...........cocceveverommrerreeeenn. 8.2 8.2 8.2 8.2 9.2 8.0 8.8
Maximum corporate productive interest rate . 9.3 9.3 9.3 9.3 9.3 9.3 9.3
Business productive lending interest f&te..............cco.couvvoemmrvecrrennnns 9.5 9.5 9.5 9.6 9.8 9.6 10.2
Maximum business productive interest rate ......cccooevcemmeescereene. 10.2 10.2 10.2 10.2 10.2 10.2 10.2
Medium and small business productive Iendmg wmmé” .................. 11.2 11.2 11.2 11.2 10.3 10.6 11.0
Maximum medium and small business productive irsterae... 11.8 11.8 11.8 11.8 11.8 11.8 11.8
Ordinary commercial lending interest f&e............co.cccovvvecmmreeveeeenn. n/a n/a n/a n/a 9.0 8.4 9.3
Maximum commercial INnterest rate ...........eeceeeeiiievesiiinesenenas n/a n/a n/a n/a 11.8 11.8 11.8
Corporate commercial priority lending interest fate n/a n/a n/a n/a 9.1 9.2 8.4
Maximum corporate commercial interest rate n/a n/a n/a n/a 9.3 9.3 9.3
Business commercial priority lending interest fate, n/a n/a n/a n/a 9.9 9.9 10.0
Maximum business commercial interest rate ................ n/a n/a n/a n/a 10.2 10.2 10.2
Medium and small business commercial priority Iagdnterest raf@... n/a n/a n/a n/a 111 10.9 114
Maximum medium and small business commercial istae....... n/a n/a n/a n/a 11.8 11.8 11.8
Consumer lending interest r&e.........ccovoevoeeveveeeeeeee e 15.9 15.9 15.9 16.0 n/a n/a n/a
Maximum consumer iNterest rate ...........ccoovververiiieiecieis e 16.3 16.3 16.3 16.3 n/a n/a n/a
Ordinary consumer lending interest fAte............cccooeveveveemeereevcrenenns n/a n/a n/a n/a 16.2 16.2 16.9
Maximum consumer interest rate......... n/a n/a n/a n/a 17.3 17.3 17.3
Priority consumer lending interest réte n/a n/a n/a n/a 16.0 16.0 16.8
Maximum priority consumer interest rate .......cceccccooveeviimreeicnieennens n/a n/a n/a n/a 17.3 17.3 17.3
Education lending interest réle.............cccooeovrveeeeeieeeeeeoeeeeees oo n/a n/a n/a n/a 7.1 7.2 9.5
Maximum education interest rate.... n/a n/a n/a n/a 9.5 9.5 9.5
Housing lending interest rate 10.6 10.6 10.6 10.7 10.9 10.8 10.8
Maximum housing interest rate .. 11.3 11.3 11.3 11.3 11.3 11.3 11.3
Microcredit increasedccumulation Iendmg interest rgie .................... 22.4 22.4 22.4 22.3 24.3 24.1 21.4
Maximum microcredit increased accumulation interag. .. 255 255 255 255 255 25.5 255
Microcredit simple accumulation lending interesefA..............cc.co....... 25.2 25.2 25.2 25.2 26.9 27 25.0
Maximum microcredit simple accumulation interegera...................... 27.5 27.5 27.5 27.5 27.5 275 27.5
Microcredit subsistence accumulation lending irgeraté.................... 28.8 28.8 28.8 28.6 29.0 29.2 27.2
Maximum microcredit subsistence accumulation irgerate.................. 30.5 30.5 30.5 30.5 30.5 30.5 30.5

Source: 2015 and 2016 deposit and lending intenasts based on Central Bank October 2016 MonthNeBao (Table 1.10.1). Other 2015 and

2016 figures based on Central Bank October 2016thlgrBulletin (Table 1.10.2).

(1) “Corporate lending rate” is the rate provided tsibesses whose annual sales exceed U.S.$5,0000000.0

(2) “Business lending rate” is the rate provided toibesses whose annual sales equal or exceed U.80000 up to U.S.$5,0000,000.00.

(3) “Medium and small business lending rate” is thes rptovided to businesses whose annual sales eguadceed U.S.$1,000,000 up to
U.S.$5,0000,000.00.

(4) “Ordinary commercial lending rate” is the rate po®d to businesses whose annual sales exceed WHPDOO0 that acquire or
commercialize light fossil fuel vehicles.

(5) In 2015 consumer credits were divided into “ordyn@onsumer credits,” for the acquisition or comnmdization of light fossil fuel
vehicles and “priority consumer credits,” dedicatedhe purchase of goods or services or expensterelated to productive activity or
ordinary commercial activity.

(6) “Education lending rate” is the rate provided tdiinduals for development of human capital by aditesl institutions.

(7) “Microcredit increasedccumulation lending rate” refers to credit trarisas whose amount per trade and balance due tooonédit
financial institutions exceed U.S.$10,000. Thithisrate granted to entrepreneurs who registerarsales of less than U.S.$100,000.

(8) “Microcredit simple accumulation lending rate” refe@o credit transactions whose amount per traisaend balance due to microcredit
financial institutions is larger than U.S.$1,000t bmaller than U.S.$10,000. This is the rate jpl@d to entrepreneurs who register a sales
level or annual income of less than U.S.$100,0@Dtarself-employed individuals.

(9) “Microcredit subsistence accumulation lending ratefers to credit transactions that are less thiaggoal to U.S.$1,000. This is the rate
provided to micro entrepreneurs who recorded al leivannual sales less than U.S.$100,000 and feesgbloyed, individuals or a group
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of borrowers with joint liability.

(10) 2011 deposit and lending interest rates based otr&d@ank November 2013 Monthly Bulletin (TabldQ.1). Other 2011 figures based
on Central Bank November 2013 Monthly Bulletin (Teab.10.2).

(11) 2012 deposit and lending interest rates based otra&ldank September 2014 Monthly Bulletin (Tabl&Q.1). Other 2012 figures based
on Central Bank September 2014 Monthly Bulletink€al.10.2).

2014 and 2013 deposit and lending interest rateshan Central Bank March 2016 Monthly Bulletin iflleal.10.1). Other 2014 and 2013
figures based on Central Bank March 2016 Monthljié®im (Table 1.10.2).

Average loan interest rates on short-term and teng-loans increased from 8.2% in 2011 to 9.1%0ib52
primarily due to the effect of the rise in interestes by the United States Federal Reserve. Qtinmsame period,

the average interest rates on deposits increasad4r5% in 2011 to 5.1% in 2015 due to the increastemand
deposits with high interest rates.

With respect to the various sectors, most loarrésterates remained stable during the period frodil2
through 2014 with the corporate productive lendintgrest rate remaining at 8.2%, and consumer tendhtes
remained at approximately 15.9% from 2011 to 2@tBdasing slightly to 16.0% in 2014.

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

Principal Monetary Indicators
(in millions of U.S. dollars)

As of December 31, As of September 30
2011 2012 2013 2014 2015 2015 2016

Currency in circulation 5,290.98 6,326.74 7,367.06 9,5639.90 11,753.67 00834 12,366.87
Demand deposits............. 6,718.79 8,100.37 8,818.04 9,068.76 7,200.95 74800. 8,338.71
Fractional Currency..... 83.20 84.52 87.33 86.58 86.26 87.19 85.22
ML 12,092.97 14,511.62 16,272.43  18,695.32  19,041.498,429.31 20,793.70
SAVINGS ..ttt 1,594.78 2,360.24 3,898.14 3,506.05 3,053.45 21493. 4,878.66
Term depoSitS.....c.oeviireireceimeeemeee e 14,464.01 16,393.88 18,778.71 21,409.05 20,608.95 20,575.06 22,456.88
M2 (M1 plus term deposits)..........ccccevrreeenennn. 26,556.98  30,905.50 35,051.14  40,104.37 39,637.729,003.37 43,250.58

Source: Based on figures from the Central Bank BDet®016 Monthly Bulletin (Table 1.1.1). Figuresri 2010 and 2011 based on March 2013
Monthly Bulletin, figures from 2012 based on therdha2014

In January 2000, following several weeks of sewwtehange-rate depreciation, the Republic announced
that it would dollarize the economy. On March @0@, the National Assembly approved the Ecuaddti@nomic
Transformation Law which made the U.S. dollar legadder in Ecuador. Further, pursuant to the Eauadl
Economic Transformation Law, all sucre-denominateplosits were converted into U.S. dollars effecliamuary 1,
2000, and the U.S. dollar became the unit of adciouthe financial system. As a result, U.S. dollaposits that in
prior periods were classified as deposits in faraigrrency are for periods from and after Janua3000 classified
as demand deposits, savings or term deposits plisatpe.

Inflation

Ecuador measures the inflation rate by the pergenthange between two periods in the consumer price
index (“CPI"). The CPI is computed by INEC basedastandard basket of 299 items of goods and ssrtiat
reflects the pattern of consumption of urban Ecuadohouseholds in eight cities. The price for egood or

service that makes up the basket is weighted aiceptd its relative importance in an average urbansehold’s
consumption pattern in order to calculate the CPI.

Prior to the adoption of the Dollarization Progradatuador was plagued by high inflation. From 1984
1999, the inflation rate ranged from a 22.8% lovi @95 to a 60.7% high in 1999. In 1999 and ear(2@he sharp
devaluation of the sucre contributed to an incréaslee Republic’s inflation rate, which became afi¢he highest
in Latin America at 96.1% in 2000.

The restrictions imposed by the Dollarization Pamg brought this to an end. The inflation rate ®a&/b6
in 2004, 2.2% in 2005, 2.8% in 2006, 3.3% in 200d &.8% in 2008. The increase in inflation in 20088s
primarily caused by increases in food prices, duditmatic changes that affected the agricultueatar. In addition,
international prices of fertilizer and agricultucmmodities also increased. As a result of theseeases, Ecuador
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fixed prices for some of these goods and limitesl élport of various agricultural products. Duringl?, 2012,
2013 and 2014 the inflation rate was 5.4%, 4.2%%wand 3.7%, respectively. The decrease in tHatior rate
from 4.2% in 2012 to 2.7% in 2013 was due to thpdsition of price controls intended to curb pripeculation on
basic foodstuffs including, meats, various fruitsl egetables, and milk.

At the end of 2014, the inflation rate was 3.7%isTincrease is due to an increase in the pricesuasing,
water and electricity services during the perioBor the twelve-month period ending December 31,52@ke
inflation rate decreased to 3.4%. This decreaskiésto a decrease in the price of certain foodmapily shrimp
and chicken. Inflation decreased from 3.4% fortthelve-month period ended November 30, 2015 téolfdr the
twelve-month period ended November 30, 2016 dug decrease in the price of certain foods and noohalic
beverages.

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

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

Inflation
(% Change in CPI from Previous Year at Period®nd

December 2011
December 2012
December 2013
December 2014
December 2015
November 2015
November 2016

Source:Based on figures from the Central Bank October 2@b@thly Bulletin
Table (4.2.1) and (4.2.1a).
(1) Data reflect percentage change in consumer pnicesban areas over the
prior 12 month period.
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PUBLIC SECTOR FINANCES
Overview
Budget Process

The 2008 Constitution and the Public Planning amthiice Code set forth the public sector’s budget

process. According to Article 292 of the 2008 Gitaon, the General State Budget (the “Generaté&SBudget”)
is the instrument for establishing and managingeGawent income and spending, and includes all pgactor
income and expenses, with the exception of thokmging to social security, public banks, publiengmanies and
the Autonomous Decentralized Governments. Theidgaand implementation of the General State Budgéeres
to the National Development Plan, while the budgétdhhe Autonomous Decentralized Governments aondetiof
other public entities adhere to regional and praiginplans, with the framework of the National Deygnent Plan.
This plan is published by the Government every fgears, and lays out the goals and priorities ef@overnment
for the time period. The National Development Rtan2013 to 2017 was released in August of 2013.

The executive branch formulates the annual budsgginate, and the four-year budgetary schedule, and
presents both to the National Assembly for approvidie levels of revenue, expenditure, and debbased on the
macroeconomic projections and targets of the Minist Finance and the Central Bank. The Ministryrmance is
primarily responsible for the preparation of thélprisector’s annual budget, based on guidelin@geid by various
planning agencies and other ministries.

The executive branch submits the draft annual bualye the four-year budgetary schedule to the Natio
Assembly within the first 90 days of its initiakte and, in subsequent years, 60 days before theofthe relevant
fiscal year. The National Assembly must adopt geabto the draft budget within 30 days. The obgx of the
National Assembly are limited to the areas of reeeand spending and cannot alter the overall anaiuhe draft
budget. If the National Assembly objects to thaftdoudget or schedule, the executive branch makjmten days,
accept the objection and submit a new proposaigd\tational Assembly for approval. If the Natiokalsembly
does not object within 30 days, the draft annudiget and the four-year budgetary schedule becofeetiet.

The 2008 Constitution also establishes predetemiidneget allocations for the Autonomous Decentealliz
Governments, the health sector, the education rsembal for research, science, technology and immvaThe
creation of any other predetermined budget allonatis forbidden.

The Ministry of Finance has the authority to modhg budget during its execution phase in an amopnt
to 15% of any approved allocation. These adjustmemist be made in accordance with the prioritie goals
established in the National Development Plan aedctinstitutional limits established in Article 186the Public
Planning and Finance Code. For more informatigaming the National Development Plan and constitat
limits, see “Public Debt — General.”

Income and expenses belonging to social secutitye anks, public companies and the Autonomous
Decentralized Governments are not considered plarth® General State Budget. As such, Autonomous
Decentralized Governments prepare their budgetecaordance with the non-binding guidelines prepdmgdhe
Secretaria Nacional de Planificacion y Desarrofthe “National Secretary of Planning and Developther
“SENPLADES”). The executive branch of each Autonosi®ecentralized Government is responsible fortidigaf
the budget and submitting it for approval before ¢brresponding legislative bodies. The GeneraéRadget and
local budgets, upon approval, are implemented amdiempublic, as is the General State Budget, and are
implemented by the respective local governments.

In 2002, in response to increasing Government ekpers, the National Assembly enacted the Law to
Promote Responsibility, Stabilization and Fiscadn@parency, which was aimed at reducing publichtedess
and establishing greater transparency in the Gawventis use of public funds. During the second b&R005, the
Government, with the support of the National Assigmieplaced thé-ondo de Estabilizacion, Inversion Social, y
Reducciéon del Endeudamiento Publigbe “Stabilization, Social Investment and Publiclébtedness Reduction
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Fund” or “FEIREP”) that was previously created bhg 2002 law. FEIREP was replaced by CEREPS. Esidted
in an increase in Government investment in socidl@oductive sectors of the economy to strengthereconomic
performance while limiting the current expenses.

In 2008, CEREPS was eliminated due to the 2008 t@atien and the enactment of LOREYTF. The
Republic believes that the new law enhances traaspg and flexibility to the budget process by pdowy
enhanced management of state resources and pmgitsocial investments. The law also eliminated al
predetermined use of resources; currently all efRepublic’s resources go directly to a singleesysof accounts
in the Central Bank. Title 3 of the Public Plarmiand Finance Code also provides transparency diding
unrestricted access to all budget and financiarmétion of the Republic and annual financial stegets of public
companies.

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

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

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

Under the 2008 Constitution, each of the followisgubject to the National Development Plan:
* policies
* programs and public projects;
» scheduling and execution of the state budget; and
* investment and allocation of public resources.

Pursuant to the Public Planning and Finance Coaleh) ef the following is also subject to the Nationa
Development Plan:

*  public actions, programs and projects;
* public debt;
* international cooperation;
» scheduling, formulation, approval and executiothefgeneral state budget;
» state banks’ budgets;
* national-level public companies; and
» social security.
At the request of the Ministry of Finance, or anatvn, the Office of the Comptroller General carfgren

an audit of all public sector entities that adntrigublic funds for compliance with proposed budged
compliance under the law.
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Fiscal Policy

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

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

* set an explicit total public debt ceiling of 40% GDP including Central Government, non-
financial public sector and the Autonomous Decéizd Governments;

» allow the Ministry of Finance to issuertificados de Tesoreriéishort-term treasury notes” or
“CETES”"), at its discretion, without having to umge the same approval process required for
long-term internal and external sovereign debt;

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

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

» establish the functions and responsibilities of bt and Finance Committe&ee “Public Debt
— General.”

The non-financial public sector deficit is primgrflnanced by the issuance of CETES and bonds gl IESS.
There is no maximum amount of CETES that may beedger year nor is there a requirement to placertain
percentage in the public or private sector. HoweleSS may only hold 75% of the value of its tgtaltfolio in
CETES. Towards the end of 2012, the Government dre its International Reserves with the CentrahlBto
cover its liquidity. This led to a decrease in reselevels in December 2012. As of December 311520
International Reserves (defined herein) cover 9dd%urrent account payments. For more informategarding
International Reserves, please see “Balance of Batan- International Reserves.” The Governmentived
external funding from FLAR, which in September 20dBbursed a balance-of-payments back-up credit of
U.S.$514.6 million. The China Development Banloalssbursed U.S.$500 million. In the first sevarainths of
2013, the Government received U.S.$1.4 billion fréhina Development Bank under a new line of crédit was
negotiated in December 2012. These funds weretosestore Ecuador’s International Reserves.
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Non-Financial Public Sector Revenues and Expenditess

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

Summary of Consolidated Nok-financial Public Sector Revenues and Expenditurt
(in millions of U.S.$ and as a % of GDP)

January 1 —

September
For the Year Ended December 31, 30,

% of % of % of % of % of
2011 GDP 2012 GDP 2013 GDP 2014 GDP 2015 GDP 2015 2016

Revenue
Petroleum Revenue
EXPOMSY ..o eeees s 12,935 16.3 12,220 13.9 11,433 12.0 10,906 10.7 6,346 6.3 5,057 3,449

DOmEStIC SaleS......cooiriiiiieieee e e - - - - - - - - - - R R

Total Petroleum Revenue (@) .......cccccceevm. 12,935 16.3 12,220 13.9 11,433 12.0 10,906 10.7 6,346 6.3 5,057 3,449
Non-petroleum revenue
INCOME TAX...iiiiiiiiiiieirecee e srere s 3,030 38 3,313 3.8 3,847 40 4,161 41 4,734 47 4,028 2,926
Value-added TaX.......ccooveeeeerieneenieiemmeeceeeeenes 4,200 53 5415 6.2 6,056 6.4 6,376 6.2 6,352 6.3 4,898 3,974
Specific consumption taxes..........ccccecvceeeeeee 618 0.8 685 0.8 744 0.8 803 0.8 840 0.8 656 566
International trade taxes .........c.cooveieeeemeernens 1,156 15 1,261 14 1,352 14 1,357 1.3 2,026 20 15514 1,237
Social Security Contributions ...............ceeeeee. 3,971 50 4,756 54 4,547 48 4,718 46 5,055 50 3,864 3,486
Othe?......ooeeeeeeeeeeeeeeee e eeems s 3,514 44 4,353 50 6,084 6.4 6,524 6.4 6,935 6.9 5,281 5,716
Total non-petroleum revenue (b)........c.coewe. 16,489 20.8 19,783 225 22,630 23.8 23,939 23.4 25,942 259 20,241 17,904
Operating Income of Public Companies (c)... 1,766 2.2 2,567 2.9 3,196 3.4 4,187 4.1 1,298 1.3 1,227 445
Total Revenue (a+b+C) .....coceveviriiiiiceees 31,190 39.3 34,570 39.3 37,260 39.2 39,032 38.2 33,586 335 26,524 21,798
Expenses

Current Expenditures

Interest 502 0.6 652 0.7 971 1.0 1,024 1.0 1,368 14 1,018 1,125
FOr@Ign .o e 452 0.6 533 0.6 714 0.8 829 0.8 1,143 1.1 862 963
DOMESHIC .o 50 0.1 119 0.1 257 0.3 195 0.2 224 0.2 156 162

Wages and salaries..........cccoeeerevscmmmnceeees 1,265 9.2 8,345 95 8,896 9.4 9478 9.3 9,904 9.9 6,986 7,140

Purchases of goods and services................... 2,543 3.2 3,473 3.9 4,435 47 5,328 52 5,112 51 3,267 2,740

S0oCial SECUTMLY ..uveuveieiirictesec e 3,205 40 3,335 3.8 3410 3.6 3,665 3.6 4,215 42 3,013 3,308

OherS....cciiiieeiee e 8,428 10.6 8,626 9.8 9,265 9.7 9,497 93 6,884 6.9 5,224 3,946

Total Current Expenditure ............ccccecereneens 21,943 27.7 24,431 27.8 26,977 28.4 28,992 28.3 27,482 27.4 19,508 18,259

Capital Expenditure and net lending

Gross capital formation ...........ccoceeeverenenne. 9,014 11.4 10,312 11.7 14,039 14.8 13,980 13.7 10,345 10.3 7,059 6,349
Central Government .... 5,297 6.7 6,191 7.0 8,506 89 8,290 8.1 5,542 55 3,463 3,311
Public COMpanies.........cccoeeereeiuesesvommemmeen 2,152 27 2,497 28 3,988 42 4,218 41 3,285 33 2495 1,918
Rest of General Government ...........c.ccoceeeene 1,566 20 1,624 1.8 1,545 1.6 1,472 14 1,518 15 1,101 1,120

Other Capital Expenditure............c.cooeeeeeeeene 334 0.4 650 0.7 592 06 1,375 1.3 850 0.8 575 519

Total Capital Expenditure..............ccceervcmmnene 9,348 11.8 10,963 125 14,631 15.4 15,354 15.0 11,195 11.2 7,634 6,869

Total EXPenditure ...........cccoeerenveneesemm e 31,290 39.5 35,394 40.3 41,607 43.7 44,346 43.4 38,676 38.6 27,142 25,128

Surplus/Deficit..... -100 01 -84 -09 -4348 -46 -5314 52 -5001 51 -618  -3,330
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Source: Based on figures from the October CentealkB 2016 Monthly Bulletin (Table 2.1 and Tab[2)2.

(1) This figure is different than the crude oil expdiitpire in the Exports FOB table in that it inclisdéerivate revenues, as opposed to only
crude oil, and measures revenues from petroleurarexfor the non-financial public sector, only.

(2) Includes othr taxes and revent

For the five-year period from 2011 to 2015, the antf total revenues totaled approximately 89%hef
budgeted targeted amount. The increase in the tgegear deficit from 2011 to 2015 was due to iase=
Government spending during each year, particularlyages and salaries and interest payments inection with
debt obligation, and in 2015 was also due to tlolirdein oil prices.

In 2011, the non-financial public sector registesedeficit of U.S.$100 million (equivalent to letdsan
0.1% of GDP). In 2011, total expenditures totale®.®31,290 million (equivalent to 39.5% of GDP) aothl
revenues totaled U.S.$31,190 million (equivaler238% of GDP).

In 2012, the non-financial public sector registegedeficit of U.S.$824 million (equivalent to -0.966
GDP). In 2012, total expenditures totaled U.S.$35,illion (equivalent to 40.3% of GDP) and totakenues
totaled U.S.$34,570 million (equivalent to 39.3%GiP).

In 2013, the non-financial public sector registieaedeficit of U.S.$4,348 million (equivalent to.6% of
GDP). This deficit was due to an increase in mubdictor investment, primarily in infrastructur@jpcts financed
by bilateral debt. The increase in spending orasifucture projects is due to a number of projgwshad been in
the planning or initial stages in previous yearsl #émat reached or accelerated the constructionepm®2013
(including the Coca Codo Sinclair hydroelectric jpod, the Sopladora hydroelectric project, the Mingan
Francisco hydroelectric project and the Cafar-Nataftood control project) and therefore requirettrieased
expenditures as construction began or accelerafethl expenditures totaled U.S.$41,607 millionujeglent to
43.9% of GDP) and total revenues totaled U.S.$37mdflion (equivalent to 39.3% of GDP).

In 2014, the non-financial public sector registesedeficit of U.S.$5,314 million, equivalent t0.3% of
GDP. This deficit was the result of increases ages and salaries and current expenses. Totatdixpes totaled
U.S.$44,346 million (equivalent to 43.9% of GDP)dawotal revenues totaled U.S.$39,032 million (eglemt to
38.7% of GDP) in 2014.

In 2015, the non-financial public sector registesedeficit of U.S.$5,091 million, equivalent to 1% of
GDP. This deficit, while smaller than the defitit2014, was the result of decreased petroleumntexe Total
expenditures totaled U.S.$38,676 million (equivalem 39% of GDP) and total revenues totaled U.SH33
million (equivalent to 33.9% of GDP) in 2015.

In the first nine months of 2016, the non-finangablic sector registered a deficit of U.S.$3,330ion
compared to a deficit of U.S.$618 million in thesfinine months of 2015. This increase in thecitefias due to a
decrease in the revenues from the sale of oil ¢xpaused by the decrease in the price of oil duhie time period.
In the first nine months of 2016, total revenuestf@ non-financial public sector totaled U.S.$28 million, a
decrease from U.S.$26,524 million in the first nimenths of 2015. In the first nine months of 201dal
expenditures for the non-financial public sectealied U.S.$25,128 million, a decrease compared $427,142 in
the first nine months of 2015.

Central Government Revenues and Expenditures
The Government derives its revenues primarily figates of petroleum, tax collection and import dyjtie
and other revenue, including transfers. The fadlhgatable shows the actual Central Government neserand

expenditures for the periods presented. The de@waernment (“Central Government”) includes thep&aic’s
ministries, supervising entities, and other Govesnthentities.
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Consolidated Central Government Sctor Revenue and Expenditur
(in millions of U.S.$, and as % of GDP)

January 1 — September

For the Year Ended December 31, 30,
% of % of % of % of % of
2011 GDP 2012 GDP 2013 GDP 2014 GDP 2015 GDP 2015 2016

Revenué"
Petroleum revenue...........cccccceeeeennee. 5,971 7.5 6,086 6.9 4,677 4.9 3,765 3.7 2,264 2.3 1,701 1,355
Non-petroleum revenue.................... 11,227 142 13,437 153 15,723 16.5 16,616 16.2 18,081 18.0 14,310 12,467
Tax revenue
Taxes on goods and services

Value-added tax .......c.cceoerevveeennnnnn 4,200 5.3 5,415 6.2 6,056 6.4 6,376 6.2 6,352 6.3 4,898 3,974

Selected excise taxes...........ccccoeueuene. 618 0.8 685 0.8 744 0.8 803 0.8 840 0.8 656 566
Total taxes on goods and services...... 4,818 6.1 6,100 6.9 6,800 71 7,179 70 7,192 7.2 5,554 4,540
Taxes on income and profits................ 3,030 3.8 3,313 3.8 3,847 40 4,161 4.1 4,734 4.7 4,028 2,926
Taxes on International Trade

IMport duties ........cocoveveerenenenenens 1,156 15 1,261 1.4 1,352 1.4 1,357 13 2,026 2.0 1,514 1,237

EXIt taX? ..o 558 0.7 1,275 15 1,322 1.4 1,406 1.4 1,278 1.3 1,008 614
Total taxes on international trade......... 1,714 22 2,536 29 2,675 28 2,763 2.7 3,304 3.3 2,522 1,851
Vehicle taX.......cocvereniiieiciciicenes 174 0.2 195 0.2 214 0.2 228 0.2 223 0.2 182 153
Other taxes ......ccevereieeiiieieciemeans 28 0.0 111 0.1 132 0.1 129 0.1 135 0.1 110 1,162
Total taxX revenue...........ccceeveeveeeennens 9,765 12.3 12,255 139 13,668 14.4 14,460 141 15588 15.6 12,397 10,633
Non-tax revenue..........cccoeeveveennene 1,210 15 1,128 1.3 1,961 2.1 2,061 2.0 2,021 2.0 1,472 1,585
Transfers ... 252 0.3 54 0.1 95 0.1 95 0.1 471 0.5 442 250
Total revVeNUES........ccoecveverieiecrieiens 17,198 21.7 19,523 22.2 20,400 214 20,381 199 20,344 20.3 16,011 13,822
Current expenditure
Interest accrual

FOreign .....ccooeeevenencieneeesee 357 0.5 465 0.5 652 0.7 715 0.7 971 1.0 733 825
DOMESLIC ..o 316 0.4 363 0.4 516 0.5 682 0.7 789 0.8 504 519

Total interest accrual............coccevvcenne 673 0.8 828 0.9 1,169 12 1,397 1.4 1,759 1.8 1,238 1,344
Wages and salaries...........c.cccccovverienne 6,466 8.2 7,353 8.4 7,897 8.3 8359 8.2 8,761 8.7 6,174 6,319
Purchase of goods and services........... 1,279 16 1,658 19 2,035 2.1 2,490 2.4 2,409 24 1,684 1,321
Other current expenditures.................. 983 1.2 900 1.0 1,696 1.8 998 1.0 691 0.7 529 457
Transfers ... 998 1.3 1,258 1.4 1,511 1.6 1,737 17 863 0.9 703 681
Total current expenditure ................ 10,399 131 11,996 13.6 14,308 15.0 14,981 146 14,484 145 10,326 10,121
Capital expenditure
Fixed capital expenditure .............c...... 5,174 6.5 6,191 7.0 8,506 89 8,290 81 5542 55 3,463 3,311
Other ..o 159 0.2 328 0.4 - - 22 - 16 - 16 272
Capital Transfers... 2,703 34 2,724 3.1 3,048 3.2 3,501 3.4 4,108 4.1 3,098 2,338
Total capital expenditure.................. 8,035 10.1 9,244 105 11,554 121 11,812 115 9,665 9.6 6,576 5,922
Total Expenditure(z) ........................... 18,435 23.3 21,240 242 25,861 27.2 26,794 26.2 24,149 241 16,902 16,043
Adjustment on treasury accounts........ - - - - - - - - - - - -
Overall surplus or deficit...........c.cc...... -1,236 -1.6  -1,717 20 -5461 -5.7 -6,413 -6.3  -3,805 -3.8 -892 -2,221

Source: Based on figures from the Central Bank Bat@016 Monthly Bulletin (Table 2.2.1).
(1) Revenues are cash, expenditures are accrued.
(2) Includes all interest payments under foreign détligations.
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Taxation and Customs

In 2011, Central Government revenues totaled US19B million (equivalent to 21.7% of GDP), of
which U.S.$5,971 million (equivalent to 7.5% of GDE€orresponds to petroleum revenue, U.S.$9,765amill
(equivalent to 12.3% of GDP) corresponds to taxemere, U.S.$1,210 million (equivalent to 1.5% of GDP
corresponds to non-tax revenue and U.S.$252 mi(lopuivalent to approximately 0.3% of GDP) is ispect of
transfers received.

In 2012, Central Government revenues totaled UE5®B million (equivalent to 22.2% of GDP), of
which U.S.$6,086 million (equivalent to 6.9% of GD&vrresponds to petroleum revenue, U.S.$12,2580mil
(equivalent to 13.9% of GDP) corresponds to taxemere, U.S.$1,128 million (equivalent to 1.3% of GDP
corresponds to non-tax revenue and U.S.$54 millequivalent to approximately 0.1% of GDP) is inpext of
transfers received.

In 2013, Central Government revenues totaled UGG4$® million (equivalent to 21.5% of GDP), of
which U.S.$4,677 million (equivalent to 4.9% of GD&vrresponds to petroleum revenue, U.S.$13,668omil
(equivalent to 14.4% of GDP) corresponds to taxemere, U.S.$1,961 million (equivalent to 2.1% of GDP
corresponds to non-tax revenue and U.S.$95 millenuivalent to approximately 0.1% of GDP) is inpext of
transfers received.

In 2014, Central Government revenues totaled UG3BA million (equivalent to 20.2% of GDP), of
which U.S.$3,765 million (equivalent to 3.7% of GD&vrresponds to petroleum revenue, U.S.$14,4600mil
(equivalent to 14.3% of GDP) corresponds to taxemere, U.S.$2,061 million (equivalent to 2.0% of GDP
corresponds to non-tax revenue and U.S.$95 millemuivalent to approximately 0.1% of GDP) is inpext of
transfers received.

In 2015, Central Government revenues totaled UGG3#2 million (equivalent to 20.2% of GDP), of
which U.S.$2,264 million (equivalent to 2.2% of GD&brresponds to petroleum revenue, U.S.$15,588omil
(equivalent to 15.5% of GDP) corresponds to taxemere, U.S.$2,021 million (equivalent to 2.0% of GDP
corresponds to non-tax revenue and U.S.$471 mi(lopuivalent to approximately 0.5% of GDP) is ispect of
transfers received.

Total revenues of the Central Government for thgt fiine months of 2016 were U.S.$13,822 million,
while total expenditures were U.S$16,043 milliofhis results in a deficit of U.S.$2,221 million ftire first nine
months of 2016, an increase compared to the defidd.S.$892 million for the first nine months dd15. This
increase in the deficit is primarily due to deceshpetroleum revenue.

The 2008 Constitution grants the National Assentbéy authority to create, amend or eliminate taxes b
means of the law, without detriment to the attif$ granted to Autonomous Decentralized Governgent
Pursuant to the 2008 Constitution, only the Pregideay submit bills that levy, amend or eliminagxes.
Municipal governments may also levy taxes. The8&@bnstitution provides that tax policy shall pramo
redistribution and shall stimulate employment, gheduction of goods and services, as well as emally, socially
and economically responsible conduct. Furthermdtine, 2008 Constitution expressly prioritizes direetd
progressive taxes.

The value added tax applies to most sales of thngisets as well as most services, except foragdnal,
public transportation, public services, childcasevies and others. The value added tax has beeratbest
component of tax revenues in the past five yeaseting U.S.$6,352 million of total tax revenire2015 and
steadily increasing since 2011. This increaseoisdne to an increased rate, which has held statd2% for the
past eight years. Instead, the increase in regeisudue to the Government'’s increased capacitpllect this tax
due to an improved administrative system and thedfBorms described in further detail below. Hoe first nine
months of 2016 the value added tax generated UE.43nillion, a decrease from U.S.$4,898 milliomegated
from the value added tax for the first nine mordh2015.
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The second largest component of tax revenues @riadax, which accounted for U.S.$4,734 million of

tax revenues in 2015. For the first nine month2Q#6, income tax revenues accounted for U.S.$2n8fion, a
decrease from U.S.$4,028 million generated by irectaxes for the first nine months of 2015. Effextpersonal
income tax rates for residents and non-residents filla tax returns in Ecuador range from 0% to 35%he
standard corporate tax rate in 2014 was 22%, dowmn £5% in 2012. However, a tax reform enactedenember
2014 increased the corporate tax rate to 25% fofitpron distributions from Ecuadorian entities residents
domiciled in tax havens. Non-resident individumis also subject to a flat income tax of 22% in2@own from
24% in 2011 and 23% in 2012). The standard cotpdex rate for 2015 was 22% but increased to 2592016
due to the 3% increase established by the Law lidé&dy. However, the standard corporate tax ratglanned to
decrease to back to 22% for 2017.

Despite the decrease in revenues due to the fttlleoprice of oil in 2015 and 2016, revenues fragome
taxes have also steadily increased in the pasyesiks. This increase is due to several tax refompéemented
during this period.

Tax Reforms

Historically, many individuals and companies did pay taxes in Ecuador. Upon taking office, Prestd
Correa aimed to change this behavior and instédutslture of paying taxes among citizens and cormegant o that
end, the Ministry of Education established tbéa de la Cultura Tributaria(“Tax Culture Day”) to be
commemorated every April 27 and ran multiple tedmn advertisements concerning the importance »f ta
payments. Ecuador completed these cultural effaittslegal reforms. Two of the most importantarefhs include
theReform Act to the Internal Tax Regime Law and tieédRm Act for Tax Equity in Ecuador, which were eteal
on December 23, 2009 and include the following mess

* a 1% to 2% Currency Outflow tax, which was subsatjyeamended in November of 2011 to a 5%
Currency Outflow Tax with an exemption, establisire@016, for the first U.S.$1,098 and U.S.$5,000
if a debit card or credit card is used (for moriimation regarding the Currency Outflow Tax, see

“Balance of Payments and Foreign Tradeoreign Trade—Trade Policy”);
» taxation on dividends received by company sharehmslds profits;

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

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

» arefund of the 12% VAT (increased to 14% for 20b8)he public sector.

Other measures include the institution of numenoew individual tax deductions that encouraged the
participation in payment of taxes. Taxpayers cpplyathese new deductions prior to the end of tre year.
Ecuador believes that the deductions and the advpagment system encourage participation and demlethe
rate of tax evasion in the country. Ecuador has ahproved its tax administration system to masilg identify
tax evasion Also, Ecuador believes that the decrease in thgocate tax rate to 22% in 2013, compared to 25% in
2012, has encouraged business growth and allowedléoger corporate tax base.

In December 2012, the National Assembly enactedCthrmprehensive Law of Redistribution of Income
for Social Expenditures, which went into effect danuary 1, 2013. This law expands the scope o¥/#&E to
certain financial services provided by credit cadininistrators and private financial entities thate previously
exempt.
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In August 2014, the Ministry of Production and Istialization introduced a U.S.$42 flat tax rateath
international online purchases under U.S.$400 gndou4 kilograms. Before the introduction of théx only
international online purchases in excess of $40f 4rkilograms were subject to tax. This tax isited to
encourage local market consumption by discouragingll online purchases made outside the countng tax will
be imposed on shipping companies for each packegenters the country. Packages shipped threerghirc state-
owned postal services subject to internationaltiseawill be exempt from the tax. Books for stutderfor
educational purposes are also exempt.

Foreign Aid

As of 2012, Ecuador is no longer listed as a cquimrneed of foreign aid based on revenue per @apit
requirements from the World Bank.

Central Government Expenditures

In 2011, Central Government expenditure as a ptagenof GDP was 23.3%. Overall expenses in 2011
constituted U.S.$18,435 million. Since then, thant of Central Government expenditures has dieadreased
to U.S.$26,794 million in 2014 before decreasinglk&®.$24,149 million in 2015. The increases in t@dn
Government spending from 2011 through 2014 canripeaply attributed to increases in (1) wages aalthrses,
which have increased, in absolute terms, from &,866 million in 2011 (when they constituted 35%Gzntral
Government spending and 8.2% of total GDP) to B35 million in 2014 (when they constituted 31.2f%
Central Government spending and 8.3% of total Gaviel) (2) fixed capital expenditures, which haveeased from
U.S.$5,174 million in 2011 (when they constitut@¥@of Central Government spending and 6.6% of @@P) to
U.S.$8,290 million in 2014 (when they constitutek®@of Central Government spending and 8.2% of G@P).
The Government increased the amount of investnmefrifiastructure projects, especially highwaysdges, and
hydroelectric plants during this period. For morermation see “The Ecuadorian Economy — Strat&gictors of
the Economy.” In 2015, while wages and salariesgased by 4.8% from 2014 to U.S.$ 8,761 millaonétituting
36% of Central Government spending and 8.7% of ®EP), fixed capital expenditures, decreased b§%3from
2014 to U.S.$ 5,542 million (constituting 23% ofr@ral Government spending and 5.5% of total GDFhis
decrease in capital expenditure is primarily duddoreased investment in Government projects asudt iof budget
adjustment, with the previously budgeted capitgdesditure being deferred to later years. For moferination,
see “The Ecuadorian Economy — Strategic SectafseoEconomy.”

For the first nine months of 2016, overall expensiethe Central Government were U.S$16,043 million,
compared to U.S.$16,902 million for the first nmenths of 2015.

2015, 2016, and 2017 Budgets

On October 31, 2014, the executive branch predetite 2015 draft budget to the National Assembly,
which proposed a budget of U.S.$36.3 billion foe frear, a 5.8% increase from the U.S.$34.3 bilbadget for
2014. The draft budget, as presented, was appimyéide National Assembly on November 20, 2014 laechme
effective on January 1, 2015.

In January 2015, in response to the decline opdes in the last quarter of 2014, Ecuador redutsed
2015 budget by U.S.$1.4 billion, resulting in a rified budget of U.S.$34.9 billion for 2015. ThelZbudget, as
modified in January 2015, assumed an average wiligeice of U.S.$60 per barrel. The adjustmeniduded a
reduction of U.S.$839.8 million in investment exgitares and U.S.$580 million in current expendisur&éhe
reductions were made primarily in the following tees: national treasury (U.S.$276 million), edimatU.S.$255
million), communications (U.S.$229 million), healtf).S.$169 million), agriculture and fishing (U.S0R
million).

In August 2015, in response to the continuing dectif oil prices, Ecuador further reduced its 2ba8get

by U.S.$800 million, resulting in a modified bud@étU.S.$34.1 billion. The adjustments reducedenirexpenses
by U.S.$100 million and investment costs by U.S@Taillion. According to a statement by the Ministaf
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Finance on August 19, 2015, the reduction in itnaesit costs were for projects that could be defefoe later
years and whose deferment will not affect the gnowitthe economy.

On October 31, 2015, the executive branch presatmed®016 draft budget to the National Assembly
which proposed a budget of U.S.$29.8 billion fae trear, a 17.9% decrease from the U.S.$36.3 bibdiaginally
proposed for the 2015 budget and a 12.4% decrearsetfie U.S.$34.1 billion adjusted budget for 201t5assumes
an average crude oil price of U.S.$35.00 per banteich represents a 56% decrease from the U.S.@7&r barrel
assumption of the original 2015 budget. The diaftiget also estimates that there will be a budgétid
equivalent to 2.4% of GDP and a GDP growth of 1E&cluding financing, the initial draft budget prdes for
U.S.$25.7 billion in expenses, comprised of U.R%dllion in salaries and wages, U.S.$4.7 billionconsumer
goods and services, U.S.$3.4 billion in capitai$fars and donations, U.S.$4.4 billion in otheestment expenses
and U.S.$4.5 billion in other expenses. Total reesnunder the draft budget are U.S.$23.2 billiorgjuiding
U.S.$17.3 billion in taxes, rates and contributiddsS.$4.8 billion in current transfers and donadi@and U.S.$1.2
billion in other revenues. The draft budget, asspnted, was approved by the National Assembly@reidber 24,
2015 and became effective on January 1, 2016.

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 20déget would
be adjusted by approximately U.S.$800 million. Tiaister specified that approximately U.S.$400limril would
be reduced from investment and current expenseshatdhere would also be reductions to the budgkthe
Autonomous Decentralized Governments. As of thie dd this Offering Circular, the Ministry of Finee has
made reductions in their estimates of revenue &stscfor non-petroleum revenue by U.S.$780 millionpme tax
by U.S.$507 million, value added tax by U.S.$818iom, and the Currency Outflow Tax by U.S.$209 Iroil as
compared to the original 2016 Budget revenue fatscaln addition, while making reductions to pemnerat
expenses by U.S.$203 million and wages and salayiés S.$284 million, the Ministry of Finance hasreased its
projected expenses for the provision of goods @&ndces by U.S.$137 million and other non-permareasts by
U.S.$965 million, both as compared to the origi2@l6 Budget revenue forecasts. The Ministry ofakte has
also increased its estimated projection for finaggieeds from U.S.$6,602 million to approximatels\$12,878
million. These adjustments are expected to incréesedeficit by approximately U.S.$982 million.

Pursuant to Article 295 of the 2008 Constitutidaging a presidential election year, the nationalget 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 presented for National Assembly approval withia first 90
days of the term of the next president, which reslaled to begin on May 24, 2017. In the interienignl, Article
107 of the Public Planning and Finance Code previtiat the total amount of the budget for the miegeyear,
which in this case is the 2016 Budget, as initialpproved by the National Assembly, will be usedhesworking
budget for 2017 until the 2017 Budget is approvAdicle 118 of the Public Planning and Finance €agtants the
Ministry of Finance the authority to modify any apped budget in an amount up to 15% of any approved
allocation. The Ministry of Finance will have thathority to modify the 2016 Budget while it is bgiused as the
working budget for 2017 and until the 2017 Budgetpproved.
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PUBLIC DEBT
General

Public sector debt, including internal and extewhelbt of the financial and non-financial publicteeand
the external Central Bank debt balance, was U.S/$32 as of December 31, 2015, compared to U.S.$82
million as of December 31, 2014, U.S.$22,846.7 iamllas of December 31, 2013, U.S.$18,652.3 milksnof
December 31, 2012 and U.S.$14,561.8 million asesfdnber 31, 2011. The increase in public sectaridet015
was mainly due to the issuance of the 2020 Bonts. ratio of total public sector debt to GDP incezafrom
29.9% as of December 31, 2014 to 32.5% as of Deeer@b, 2015. Interest payments on all debt ohbgat
represent approximately 1.8% of GDP.

Since President Correa was elected in 2007, Ecueochanged the focus of its public debt. Ecubder
focused on its relationships with Latin Americars&@ multilateral entities and new bilateral padnsuch as China.
Ecuador has executed several loan agreements witta @ the past five years and continues to colate with
long-time partners such as Spain and Brazil. ltnLAmerica, Ecuador has strengthened ties with,IBBF, and
FLAR.

Under the 2008 Constitution, the National Assentthys the power to adopt legislation governing the
issuance of public debt and to appropriate fundsired for debt service. Acting pursuant to thismstdautional
mandate, the National Assembly approved the P&dioning and Finance Code, which governs the puvesdhat
must be observed in all public debt matters. ThiliPwlanning and Finance Code rules concernindipulebt
apply to the Ministry of Finance, which is the odpvernment institution allowed to contract for iesuance of
sovereign debt by the Republic of Ecuador, as wsllobligations of the municipalities guaranteed thg
Government.

Because all public debt governed by the Public ittanand Finance Code must comply with the public
indebtedness policies adopted by the executivechrahe Ministry of Finance must obtain the apptofahe Debt
and Finance Committee of the Republic of Ecuad@orbesigning any agreement with respect to sovareigbt
including the Notes. See “Monetary System — Fiddicy.” This requirement is established by Adi289 of the
2008 Constitution and Article 139 of the Public ifimg and Finance Codépproval is not required for any
obligation that is less than 0.15% of the GenetateéSBudget and does not have a sovereign guararheg
contract executed by the Ministry of Finance thegfuired, but did not obtain the approval of the tCeid Finance
Committee is null and void and unenforceable ang gige rise to civil and criminal liability for thendividuals
involved. Approval of the Debt anEinance Committee is evidenced by a signed memarargigned by each
member of the Debt and Finance Committee. OnceMiméstry of Finance obtains approval of the Debda
Finance Committee, it may sign the agreement immirdebt obligations, provided that the Attorneyn@ml of
Ecuador has approved any clauses providing foigorapplicable law and/or arbitration in a foreigmisdiction.
Loan proceeds are disbursed to the Ministry of i@ea which in turn, transfers such proceeds toultimate
borrower.

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

Although public debt service is the primary resphbitiy of the entity for whose benefit the loan sva
received, debt governed by the Public PlanningFindnce Code is an obligation of the Governmentofdingly,
transfers from the Government to any entity purstmthe annual budget take into account debt serbligations
for the following year.

This external debt process is in place as a mestmata ensure that Ecuador does not reach the éngis|
of debt it had incurred before the Correa admiaigin. The system of authorization through the Sitntion and
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the Debt and Finance Committee, plus the 40% of G&R limit and other provisions from the Publiarfiting and
Finance Code seek to maintain a stable externalatebhave resulted in a low debt to GDP ratio@spared to
other countries. Upon the issuance of the Nadbestatio of total public sector debt to GDP (inghgdthis issuance)
will be 35.6%.

External Debt

The total external debt of the public sector in &tor was U.S.$20.23 billion as of December 31, 2015
compared to U.S.$17.58 hillion as of December 8142 U.S.$12.92 billion as of December 31, 201%.$10.87
billion as of December 31, 2012, and U.S.$10.08ohilas of December 31, 2011. The increase in pu#ctor
external debt since December 31, 2011 was prim#rdyresult of the disbursements of loans to develrious
major infrastructure projects, mostly related talfoglectric energy in Ecuador, to promote energlejgendence
and reduce reliance on non-renewable energy squacesthe issuance of the 2020 and 2024 Bonds.tdtak
external debt of the public sector in Ecuador a®ofober 31, 2016 was U.S.$24.6 billion, an inaeefiom
U.S.$20.31 billion as of October 31, 2015.

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

Public Sector External Deb
(by debtor, in billions of U.S. dollars at the evfthe year, except percentages)

As of October

As of December 31, 31,
2011 2012 2013 2014® 20159 2016
Central GOVEIMMENT ..........ccoovevevereresmememes e 9.18 9.88 11.86 15.43 18.18 21.94
Public financial and non-financial entities................... 0.88 0.99 1.06 2.15 2.04 2.63
TOUAL vttt e 10.06 10.87 12.92 17.58 20.23 24.58
External public debt as a percentage of nominal @DP 12.7% 12.4% 13.6% 17.2% 20.2% 25.5%

Source: Ministry of Finance October 2016 Bulletin.
(1) Includes the 2024 Bonds.
(2) Includes the 2020 Bonds.
(3) Calculated using Central Bank GDP data, excepDftiober 2016 percentage which is calculated usstigrates from the
Ministry of Finance and the Central Bal

The following table shows the composition of thep&aic's external public debt by type of creditor the
periods presented. Provincial governments and ripalites may incur debt through the Ministry ohknce if they
follow certain requirements established by law, @edtain provincial and municipal governments h&sed
external debt, which is included in the table abowder the heading of “Public financial and norefiaial entities.”

Public Sector External Debt by Type of Creditol
(in billions of U.S. dollars)

As of October

As of December 31, 31,
2011 2012 2013 2014 2015 2016
MUItIHALEral ..o 5.29 5.87 6.01 6.56 7.93 8.03
Bilateral ........cooeveiiiieree et 3.62 3.87 5.75 6.15 6.42 7.86
Commercial and Bonds 1.14 1.13 1.16 4.88 5.87 8.68
Total Public Sector External Debt 10.06 10.87 12.92 17.58 20.23 24.58

Source: Ministry of Finance October 2016 Bulletin.
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The increase in bilateral debt of the Governmerd pablic financial and non-financial entities from
December 31, 2011 to December 31, 2015 was dudyrainew debt being obtained from bilateral lersdexther
than from the international bond markets, followthg repurchase by the Government of the 2012 8808 Bonds.
For more information see “Public Debt — Debt OHiigas — 2012 and 2030 Bonds and tender offer.”

Total indebtedness owed to multilateral instituiomas U.S.$7.93 billion as of December 31, 2015 and
U.S.$8.03 million as of October 31, 2016. The Goweent is current on all its obligations to mulel
institutions.

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 tiotat bilateral debt), U.S.$302.8 million (3.8% bEttotal bilateral
debt) and U.S.$158.1 million (1.9% of the totaht#ral debt), respectively.

As of December 31, 2015, the top three bilatenatiées to Ecuador continued to be China, Brazil and
Spain, with debt levels of U.S.$5,295.4 million @ of the total bilateral debt), U.S.$295.5 miili¢4.5% of the
total bilateral debt) and U.S.$140.6 million (2.2%the total bilateral debt), respectively. Thev@mment is
current on all of its obligations to bilateral lemd.

As of October 31, 2015, the top three bilateratites to Ecuador were China, Spain and Brazil, deéht
levels of U.S.$ 5,228.3 million (86.6 % of the tdidateral debt), U.S.$ 139.5 million (2.31 %tbe total bilateral
debt) and U.S.$ 311.3 million (5.16 % of the tdidateral debt), respectively. As of October 3016, the top
three bilateral lenders to Ecuador were China, iBazzl Spain, with debt levels of U.S.$ 6,842.0liwril (89.3 % of
the total bilateral debt), U.S.$ 249.8 million48.% of the total bilateral debt) and U.S.$ 13gn8lion (1.72 % of
the total bilateral debt) respectively.

From 2010 to 2014, Ecuador has entered into theparate loan agreements with China Development

Bank totaling U.S.$5 billion, which are relatedatanulti-party contractual structure that involvesde oil delivery
contracts entered into with PetroChina and UnipBeliveries under these contracts are based ugemational
spot prices, such as WTI plus or minus a sprea, @lpremium paid due to the term of the contrathte spread is
calculated using Argus, a crude oil price assessmlication (“Argus”) and the quality of crudd aeis measured

by the American Petroleum Institute. Under thageaments, Ecuador is required to invest the loaneounts in
specific infrastructure projects or programs in &bor. The first loan agreement, signed in 204@&ling U.S.$1
billion, was repaid in its entirety, at the enditsf original four-year term. The second loan agrest, signed in
2011, totaling U.S.$2 hillion, has an eight-yeamnte The third loan agreement, signed in 2012 litgjal.S.$1
billion, has an eight-year term.

On January 7, 2015, Ecuador entered into a memonarndl understanding with China Development Bank
in connection with a loan of up to U.S.$1.5 billionThe proceeds of the loan under the memorandum of
understanding are to be used for eligible infrastme and development projects in Ecuador.

On April 29, 2016, Ecuador entered into a fourtml@agreement with China Development Bank for U.S.$2
billion with a maturity of eight years. The agremrhwas related to a multi-party contractual steeinvolving a
crude oil delivery contract entered into with P€ina.

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

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

Balance as of

Creditor Interest Rate Type Currency Date Issued Maturity October 31, 2016
Multilateral
Variable uss 1966- 2016 2016-2049 ,326.6
Variable uss$ 2005- 2016 2016-2031 108,5
Variable u.ss$ 2014 2017 308.8
Fixed, Variable Euro, U.S.$ 1996- 2016 2016-2051 287.2
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RIo] e U TV Eo Y =Y = U D T= o | USSR UOPRRURROY 8,032.1

Bilateral
i Fixed, Variable RMB, U.S.$ 2010-2016  2019-2036 6,842.0
Variable us.s 2000-2013 2018-2023 .849
Fixed us.s$ 1987-2016 2016-2042 132.3
Fixed Euro 1995-2015 2025-2047 3.9
JAPAN ..o e Fixed, Variable Yen 1988-2014 20128 45.6
Others® ... Fixed, Variable DEG, Won, Libra, Chf 1985-2015 1BR053 386.0
TOtAl BIlALEIal DEDL ......eeiiiiiiiieee ettt teee e ettt e e e e ttte e e e e s tbaeee e e tbaeeeeestmnaanseesessbsseeeassasesesasseseessnsseeessmmmansssseessnsbaeaeensrees 7,659.6
Other DEBt @ B et etee ettt e ettt et et e et e e s e st enmene st s e e e et s et et e e e e et en e e et et e et eemenen s e et eenere et en st 8,883.7
TOtAl EXLEINAI DEDL......eeeiiiiiiiie ettt teee e ettt e e e ettt et e e e s eataee e e e tbaeee e e smaaaseeeessbsseeeassasseeeaaseseessnssesessmmmnnsssseessnsbaeeesasrres 24,5755

Source: Ministry of Finance as of November 2016.

(1) Other multilateral loans include loans with théernational Fund for Agricultural DevelopmentdaheBanco Internacional de
Reconstruccion y Fomento.

(2) Includes amounts from loans to Paris Club membe

(3) Other bilateral lenders include South Korear@ny, France, and the United States, among others.

(4) “Other debt” includes commercial debt and amoumtedunder the 2030 Bonds, the 2020 Bonds, the Bo24ds and the Brady Bds

The following table shows the rates of interestligpple to the outstanding principal balance of the
Republic's public external debt at the dates iridita

Interest on Public Sector External Dek

At December 31, 2014 At December 31, 2015 At October 31, 2016
Amount Pear;::nt 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
0-3%0. it 697.0 3.9% 844.9 4.2% 928.7 3.8%
3-5%... 336.7 1.9% 249.0 1.2% 129.8 0.5%
5-89%4Y.. 8,063.2 45.9% 8,005.0 39.6% 9,315.9 37.9%
More than 89§ . 994.2 5.6% 1,859.2 9.2% 3,874.1 15.8%
Floating Rate............. 7,490.9 42.6% 9,267.1 45.8% 10,327.0 42.0%
Total .... . 17,581.3 100% 20,225.2 100% 24,575.5 100%

Source: 2014 Figures from Ministry of Finance Debem2014 Bulletin; 2015 Figures from Ministry ofnfeince December 2015
Bulletin. 2016 Figures from Ministry of Finance ©ber 2016 Bulletin.

(1) Reflect the amounts under the 2024 Bonds and 2@2@8
(2) Reflects the amounts under the 2030 and the 20h8$80

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

Public Sector External Debt Service Maturity 2016-R226

(in millions of dollars)

For the Year Ending December 31,

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027

Central Government..... 3,759.9 3,387.7 3,062.7 4,295.0 2,2925 4,0574 1,803.1 34844 11794 858.8 11,2329
Principal...........c.ceee. 24243 2,1271 1,896.0 3,300.2 1,466.3 3,409.0 11,3294 3,1534 977.6 692.8 1,094.2
Interest.........ceevininin 1,335.6 1,260.6 1,166.7 994.8 826.3 648.4 473.8 331.0 201.8 166.0 138.7
Rest of Public Sector..... 661.3 688.0 618.4 432.1 261.6 187.6 162.9 144.3 126.5 113.6 91.2
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Principal...........coeuee. 501.2 553.9 517.2 356.9 208.1 142.1 123.1 109.4 96.0 87.3 68.6
Interest.........ooviiinin 160.1 134.0 101.2 75.2 53.4 45.4 39.9 35.0 30.5 26.4 225

Total Debt Service....... 4,421.2 4,075.6 3,681.2 4,727.1 25541 4,2449 1,966.1 3,628.7 1,305.9 9724 1,324.1

Source: Ministry of Finance as of October 2016
Internal Debt

The Government's internal debt consists of oblagestito both public sector and private entities.blieu
sector internal debt increased from U.S.$4.51dilks of December 31, 2011 to U.S.$12.55 billionfd3ecember
31, 2015, due primarily to increased issuance®mj land short term government notes. As of OctBlier2016,
public sector internal debt was U.S.$12.5 billian,increase from U.S.12.10 billion as of October2R1 5.

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

Public Sector Internal Debt
(in billions of U.S. dollars, except percentage)
As of October

As of December 31, 31,
2011 2012 2013 2014 2015 2016
3.66 6.95 9.12 11.78 11.78 11.77
0.85 0.83 0.80 0.78 0.77 0.76
451 7.78 9.93 12.56 12.55 12.53
Internal public debt as a percentage of nominal &DR.. 5.7% 8.8% 10.4% 12.3% 12.5% 13.0%

Source: Ministry of Finance October 2016 Bulletin.

(1) Directissuances backed by IESS and the Dewgtop Bank. Government is the debtor under alrimatedebt issuances.

(2) Calculated using Central Bank GDP data except $#pe 2016 figure which is based on Ministry of FFina estimate of projected
GDP, which differs from look-back data from the @ahBank.

As of December 31, 2015, approximately 93.9% ofdflan’'s internal public indebtedness consists aj-on
term originally issued dollar-denominated notesirréntly, all internal debt obligations are issti@ebugh the
Ministry of Finance. As of December 31, 2015, appnately 6.5% of Ecuador's internal public indelotess is
held by Governmental Entities, such as IESS an®thelopment Bank.

The Ministry of Finance and COSEDE, acting as #est temporarily assumed the debts and assets of
AGD. They were then permanently transferred to CIHdr further information on these transfers, “déenetary
System - The Financial Safety Net- Deposit InsuedhdNotes issued by the AGD matured and were fodlig off
by the Government in December 2014.

Public Sector Internal Debt
(in millions of U.S.$, except percentages)

As of October
As of December 31, 2015 30,
2011 2012 2013 2014 2015 2016
U.S.$ % U.S.$ % U.S.$ % U.S.$ % U.S.$ % U.S.$ %
Short-term notes............ - - - - - - - - -
Long-term note§" 3525 782 6,817 876 8,992 90.6 11,7793.8 11,780 939 11,70.8 93.9

AGD notes? ............... 133 3.0 133 1.7 133 1.3 - - - S -
CFN notes? ................ - - - - _ _ - - - - - -
Total NOtes .........cvuee.... 3,659 812 695893 9,125 919 11,779 93.8 11,780 93.9 11,641 8 93.
Governmental Entitié8 848 18.8 830 107 802 8.1 780 6.2 767 6.1 762 6.1
Total internal debt ..... 4507 100 7,781 100 9,927 100 12,558 100 12,546 0 1012,533 100

Source: Ministry of Finance October 2016 Bulletin.

(1) Securities placed by Ecuador according to decre@sesolutions issued to finance projects fromstia¢e budget and annual
investment plan.
(2) Law 98-17 of November 26, 1998, published in Offiéctazette No. 78 of December 1, 1998 (“Law 98-Edithorized the
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issuance of government bonds as part of the ressdioc the operations of the Deposit Guarantee égeifhese bonds were
issued for a term of 15 years, payment of princgpahaturity and annual interest payments at aabi®%.

(3) These bonds issued under Law 98-17 as a capitailwation to the National Finance Corporation. Madue of these bonds was
U.S.$424.9 million and they had 7 and 11-year tewitls semi-annual payments of principal and inteegd.ibor plus 180 days
margin.

Direct issuances backed by IESS and the DevelopBeamk.

Ecuador has not issued any short-term debt (maemibal to or less than one year), and it doesmend
to issue such debt in the future. Ecuador's medarm-and short-term obligations have generally besned to
finance development projects and to restructungravide for revenue shortfalls in the Governmehtidget for a
given year. Notes issued for development projactsgenerally privately held by entities contradiedindertake
these development projects. Notes issued for buggétucturing, which generally have a maturityagee than one
year, are placed on the Quito and Guayaquil stackanges, and are currently held by both public jrihte
holders.

Decree 1218

On October 25, 2016, pursuant to Article 147, G¥éaa8 of the 2008 Constitution, President Correa
exercised his presidential authority to issue immaeting regulations and signed Decree 1218, whioklifes
Article 135 of the Public Planning and Finance Cddecree 1218 changes the methodology that thesivinof
Finance uses to calculate the total public deli@d ratio for the purpose of establishing whethertbtal public
debt ceiling of of 40% established in Article 12&tlee Public Planning and Finance Code has beeneéxecl.
Under Decree 1218, the Ministry of Finance will noge the Total Consolidated Public Debt methodoketyout
in the Manual of Public Finance Statistics of thFI(the “IMF GFS”). The IMF GFS, which was publesh in
2001, provides that the presentation of governnimr@ncial statistics, including total public delghould be
calculated on a consolidated basis rather thamamggregate basis. According to the IMF GFS, thresalidation
methodology presents statistics for a group ofsuag if accounting for a single unit. In the cahta total public
debt, this means that debt that flows between gawental units or entities or between the centraegument and
these governmental units or entities ("intra-gowaental debt”) is not included in the calculatiortaifl public debt.
In contrast, the aggregation methodology, which Nteistry of Finance used prior to Decree 1218, doeclude
intra-governmental debt in the calculation of tqiablic debt. By changing the method of calculgtiatal public
debt from an aggregation methodology to a consitidanethodology, Decree 1218 effectively elimirsatertain
types of debt from the calculation and, by extemsieduces the amount of total public debt takén &rcount for
purposes of the 40% total public debt to GDP cgilifFollowing the enactment of Decree 1218, theidfliy of
Finance has been in communication with the IMF wétpect to methodologies used for measuring pdelit.

The total public debt and public debt to GDP ratimrmation set forth in this Offering Circular based
on the aggregation methodology. The table beld® feeth a comparison of the total public debt &otdl public
debt as a percentage of GDP under both the aggregatd consolidation methodologies and reflects the total
public debt and debt to GDP ratio is lower undes ttonsolidation methodology than under the aggi@gat
methodology.

Debt to GDP Ratic

(in millions of U.S.$, other than percentages)

As of December 31, As of October 31,
2011 2012 2013 2014 2015 2015 2016
Aggregate Total Debt..........cccceeeeiiinencns 14,561.8 18,652.3 22,846.7 30,140.2 32,771.2 327415 37,108.4
Aggregate Debt to GDP Ratio (%)....... 18.4 21.2 24.0 29.5 32.7 32.4 386
Consolidated Total Deht....................... 10,432.2 11,525.5 13,957.2 18,679.2 21,272.8 212855 25,682.1
Consolidated Debt to GDP Ratia......... 13.2 13.1 14.7 18.3 21.2 283 26.79

Source: Ministry of Finance October 2016 Bulletin
(1) Based on Ministry of Finance September 2015 Buileti
(2) Based on Ministry of Finance estimate of projed®P, which differs from look-back data from the @ahBank.

Decree 1218 does not affect external debt becaxtnal debt is owed to entities outside of the
Ecuadorian government and is, therefore, not aftediy the exclusion of intra-governmental debt.inyghe
aggregation methodology, the total internal debtEcfiador as of October 31, 2016 was U.S.$12.58thill
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compared to U.S.$12.10 billion as of October 31,520Using the consolidation methodology, the tistidrnal debt
of Ecuador, as of October 31, 2016, was U.S.$lillibrb compared to U.S.$1.04 billion as of Octoh&t,
2015. This increase (under both the aggregatiohtta® consolidation methodologies) in internal dshtrimarily
due to the increased issuance of domestic longaeadrshort term government notes. The U.S.$1llH@bunder
the aggregation methodology figure for October 2@16 that is excluded from the equivalent constlda
methodology figure corresponds to obligations owgdhe Ecuadorian government to governmental estgich as
BIESS and IESS. Because only obligations owedit@{e, non-governmental entities are counted tdvilae total
internal debt of Ecuador under the consolidationth@dology, the total consolidated internal debufeyis lower
than the total aggregate internal debt figure.

According to the Ministry of Finance, following thiesuance of the Notes and the application of mase
it is estimated that the Republic’s total publibdeo GDP will be approximately 27.7% under the smidation
methodology and approximately 39.5% under the aggien methodology.

Debt Obligations
Brady Bonds and Eurobonds

In May 1994, the Government reached an agreemeéhtitsicommercial bank creditors to restructure the
Republic’s medium and long-term commercial bankt déte “Brady Plan”). The Brady Plan offered credit the
opportunity to exchange existing principal for eith(i) 30-year notes of the same face amount “@ae Notes”),
with interest initially fixed at three percent (3%grementally increased over the first 10 yeardaip rate of five
percent (5%) or (ii) 30-year notes with a face amtcequal to 55% of the face value of the debt emgkd (the
“Discount Notes” together with the Par Notes, tiB#ddy Bonds”) and bearing interest at the Londderlrank
Offered Rate (“LIBOR”) plus 13-16%. The principd Bar Notes and Discount Notes was fully collaieeal by
30-year U.S. Treasury notes and interest on thagesNwvas collateralized on a 12-month rolling baBse Brady
Plan also offered creditors the opportunity to exade accrued and unpaid interest for two instrus€nt20-year
notes bearing interest at LIBOR plus 13-16% (thBI“Rotes”) and (ii) 10-year notes bearing-interastLIBOR
plus 13-16% and representing certain accrued apdidipast due interest under the Consolidation émgent (the
“IE Notes”).

On December 21, 1994, the Republic issued U.S.91@illion of IE Notes. On February 28, 1995, the
Republic issued U.S.$1.9 billion, U.S.$1.4 billiand U.S.$2.4 billion of Par Notes, Discount Noted 8DI Notes,
respectively. The Republic also agreed to makairesdditional cash payments in respect of pasirdesest.

On April 25, 1997, the Republic issued U.S.$350iaml of its 11.25% Fixed Rate Eurobonds due 2002
and U.S.$150 million of its Floating Rate Eurobonide 2004 (together, the “Eurobonds”). In late9.88d early
2000, the Republic defaulted on its Par Bonds, @ist Bonds, 11.25% Fixed Rate Eurobonds due 2002tifg
Rate Eurobonds due 2004, IE Notes and PDI Notegttter, the “Old Notes”). In June 2000, the Repullunched
a global exchange offer whereby it offered U.SlatdDenominated Global Bonds due 2012 (the “2012d38) and
U.S. dollar Denominated Step-Up Global Bonds du@02@he “2030 Bonds” together with the 2012 Bontig,
“2012 and 2030 Bonds”) together with a cash payrf@many and all of the Old Notes.

In December 2005, the Republic successfully laudche issuance of the 2015 Bonds. The use of the
proceeds of the 2015 Bonds was to buy back cedhithe 2012 Bonds in accordance with their ternihe
Republic successfully repaid all principal andiiagt on the 2015 Bonds on December 15, 2015.

2012 and 2030 Bonds and tender offer

In 2008, Ecuador defaulted on its interest paymémtthe 2012 and 2030 Bonds in the aggregate amoun
of approximately U.S.$157 million and principal pasnts of approximately U.S.$3,200 million. The 20
2030 Bonds were originally issued in exchange foorpdebt offerings of the Republic in order to end the
maturity dates of those prior obligations. Thidadé followed the publication of a report in 2008 the
Commission of Integral Audit of Public Credit (“C8T), a committee composed of representatives froth the
Ecuadorian government and private sector orgaoizatand members of civil society. CAIC reviewedi&aor’s
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debt obligations from 1976 to 2006 and in its répoade a number of findings regarding the legitiynat
Ecuador’s debt obligations (including the 2012 2830 Bonds), in particular relating to concernsolaing the
public assumption of private debt, appropriate autlations, sovereign immunity, and the relevamneenic terms
of the debt obligations incurred. After the defawhich occurred during the first term of Presid€orrea’s
administration, Ecuador offered to repurchase 0iE22and 2030 Bonds. In April 2009 and Novembed92@he
Republic launched tender offers, in cash, to heldérthe 2012 and 2030 Bonds. Approximately 93.2#%he
bonds were tendered in the April 2009 and the Ndng2009 tender offers and were bought out at Bfsaa the
dollar. Although some holders continue to hold thefaulted 2012 and 2030 Bonds, Ecuador has statgss
repurchased additional 2012 and 2030 Bonds fronairegng holders from 2009 onwards. As of the daebf, the
total aggregate amount of outstanding principathen2012 and 2030 Bonds is U.S.$52.1 million, whiggbresents
1.6% of the original aggregate principal amourthef2012 and 2030 Bonds.

On December 12, 2014, GMO Trust issued proceedagginst the Republic in respect of an alleged
U.S.$15,876,000 holding of the 2030 Bonds. GMQuntdrily withdrew its complaint pursuant to a sstient
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 the 2030 Bonds in the WhiBates District Court for the Southern DistrittNew York.
Ecuador was served with a notification of the clamSeptember 16, 2015. On January 15, 2016, Bciiéet a
motion to dismiss. As of the date of this Offeri@gcular, the District Court continues to considstuador’s
motion to dismiss.

2024 Bonds

On June 17, 2014, the Republic successfully issi&i$2 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 raldatbric
projects and other infrastructure projects conterepl in its National Development Plan.

2020 Bonds

On March 24, 2015, the Republic successfully isSugti$750 million of Bonds due March 2020 with a
coupon of 10.50% (the “Original 2020 Issuance”)180% of the purchase price. The Republic re-opahed
Original 2020 Issuance on May 19, 2015 and suagkgs$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 Sepgteg#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 paydhle.Republic used the proceeds of the 2020 Bonfisance
its various hydroelectric projects and other infiacture projects contemplated in its National Depment Plan.

2022 Bonds

On July 28, 2016, the Republic successfully isdu&21$1,000 million of Bonds due 2022 with a coupbn
10.75% (the “Original 2022 Issuance”) at 100% & thurchase price. The Republic re-opened the 2igl022
Issuance on September 30, 2016 and successfuligdsan additional U.S.$1,000 million of Bonds girice of
100%, also due 2022 (together with the Original2B&uance, the “2022 Bonds”). The Republic igeruron its
financial obligations under the 2022 Bonds andndeto make all payments as they become due aradblgayThe
Republic used the proceeds of the 2022 Bonds émd@ its various hydroelectric projects and oth&astructure
projects contemplated in its National DevelopmdahP

Other obligations
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In June 2003, the Republic agreed with its Parig@reditors to reschedule U.S.$81 million of letat
debt. Payments due on official development aiddomere rescheduled over a period of 20 years asthn other
credits were rescheduled over a period of eighyeans. As of the date of this Offering Circulare tRepublic was
in compliance with all of the terms of its Parisullloans. Further, in recent years, the Republ& lhanched
successful debt exchanges in Germany, Spain ayd Ita

On January 7, 2015, Ecuador entered into a memonarodl understanding with China Development Bank
in connection with a loan of up to U.S.$1.5 billionThe proceeds of the loan under the memorandum of
understanding were to be used for eligible infragttire and development projects in Ecuador. Orsé#ime date,
Ecuador entered into a framework agreement fordéutooperation with China Exim Bank. This agreenatiows
the Ministry of Finance to regularly submit prigrlists of projects which it proposes to be finashbg China Exim
Bank, within three years of the date of the agrednihe initial priority list includes 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.

On February 26, 2015, Ecuador entered into a ForBigrchase Credit Agreement with Deutsche Bank,
Sociedad Anoénima Espafiola. The loan is to be tsgairchase radar equipment and other equipmerthéair
defense of Ecuador. This agreement provides iSa$88 million facility to be repaid in a termmihe years.

On March 31, 2015, Ecuador entered into a thirtgear, U.S.$85.7 million facility agreement with the
Bank of China Limited, Panama Branch (U.S.$60.Qionilcommitment) and Deutsche Bank AG, Hong Kong
Branch (U.S.$25.7 million commitment). The prateeof this facility are to be used for the restoratand
improvement of the Sigchos-Chugchilan and BuensaM&ga Rivera-Paccha-Zaruma Highways.

In January 2016, Petroecuador entered into a agditiement for a facility of up to U.S.$970 millisiom
a consortium of banks led by Industrial and Commaémank of China Limited, China Exim Bank, and Gi
Minsheng Banking Corp., Ltd. The first tranche o5Ll$820 million was disbursed in February 2016.e Tdcility
was related to a multi-party contractual structoxelving a crude oil delivery contract enterecdimtith PetroChina.
The credit has an interest rate of three-monthrghas 6.2% and has a term of five years.

In February 2016, the Republic entered into a UWSBdmillion loan agreement with China Exim Bank, to
finance the first phase of Yachay. The loan agesgrhas a 3% interest rate and a term of 20 years.

On April 29, 2016, Ecuador entered into a fourtml@agreement with China Development Bank for U.S.$2
billion with a maturity of eight years. The agresmrhwas related to a multi-party contractual steeinvolving a
crude oil delivery contract entered into with P€ina.

On July 15, 2016, Ecuador’'s Ministry of Finance dhd Official Credit Institute of Spairinstituto de
Crédito Oficial), acting for Spain, entered into a U.S.$183.6iamlcredit agreement for the financing of the syppl
of rolling stock, auxiliary vehicles, workshop teand equipment and parts for Quito’s first meitre.|

On July 28, 2016, IESS entered into two loans fd8.865.0 million and U.S.$13.3 million, respectjvel
both with Deutsche Bank, Sociedad Andénima Espafadagent, various other financial institutionspresidated
lead arrangers and Ecuador, acting through itsdiiniof Finance, as guarantor. The loans are teepaid over a
term of seven years and are to be used to findrecednstruction and outfitting of hospitals in tity of Guayaquil
and the 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 epeogyams.
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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 sriet were
affected by the Pedernales Earthquake.

On November 17, 2016, the Republic, acting throtgMinistry of Finance, entered into a twenty year
U.S.$102.6 million loan facility with China Exim Bk to be used to finance the survey, design andtaation
with respect to the Santa Ana Aqueduct Hydrauleg8tOne 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.

127



DESCRIPTION OF THE NOTES

Ecuador will issue Notes (as defined below) undeiraenture between Ecuador and The Bank of New

York Mellon (the “Trustee”), dated December 13, 8Qthe “Indenture”). The following description sumnzes
the material provisions of the Notes and the Indent This summary does not contain all of therimftion that
may be important to you as a potential investathim Notes. You should read the Indenture andatmd of Notes
before making your investment decision.

General

Authorization

The issue of the Notes was authorized by the RepsidDebt and Finance Committee under Acta

Resolutiva No. 029 dated December 8, 2016.

Basic Terms

Interest

The Notes will:

be general, direct, unsecured, unsubordinated acohditional obligations of Ecuador, will be backeyl

the full faith and credit of Ecuador and will raekually in terms of priority with Ecuador's Externa
Indebtedness (other than Excluded Indebtednessjided, that, such ranking is in terms of priowtyly

and does not require that Ecuador make ratable gagon the Notes with payments made on its other
External Indebtedness;

be initially issued in an aggregate principal amafrl.S.$750,000,0000f 9.650% Notes due 202@he
“Notes”);

mature at par on December 13, 2026 (subject tdgutipnal Redemption, prepayment or repurchase);
be issued in denominations of U.S.$200,000 andyiatenultiples of U.S.$1,000 in excess thereof;

be represented in the form of global notes, wittomutpons, registered in the nominee name of thermm
depositary for Euroclear and Clearstream for tlopaats of its participants; and

be redeemable at the option of Ecuador (see “—@aitiRedemption”).

Interest on the Notes will:

accrue at the rate of 9.650% per annum;
accrue from and including the date of issuancé®mntost recent payment date;

be payable semi-annually in arrears on June 13 awember 13of each year, commencing on June 13,
2017,

be payable to the holders of record at the enchefBusiness Day immediately preceding the related
interest payment date; and

be computed on the basis of a 360-day year contpoisevelve 30-day months.
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Payment

Ecuador will make payments of principal of, inteér@scluding Additional Amounts (as defined belovf),
any) on and premiums, if any, on the Notes by wiaasfer of immediately available funds to the LondPaying
Agent on the Business Day prior to each schedudadnpnt date. The London Paying Agent, will apig t
amounts it receives from Ecuador towards the paymieprincipal, interest (including Additional Amots, if any)
and premiums, if any, then due. While the Noteshaald in global form, the London Paying Agent wildke such
payments to Euroclear or Clearstream or its nomiag¢he registered owner of the Notes, by chealirar transfer
in immediately available funds. Euroclear or Céttamam will distribute the funds it receives frohetLondon
Paying Agent to beneficial holders of the Notesitgwaccounts at Euroclear or Clearstream, in aecarel with
Euroclear's or Clearstream's records and operptingedures. To hold a beneficial interest in tloée you must
hold an account at Euroclear or Clearstream diyrextithrough a financial or other institution thets a direct or
indirect account with Euroclear or Clearstream.

None of Clearstream or Euroclear is an agent obftau The Trustee is a fiduciary of the holdershef

Notes and any monies it receives from Ecuador péhding payment, be held by it in trust for thelesive benefit
of the holders of the Notes. Euroclear and Cleaastrare clearing agencies. The manner in which ea€hroclear
and Clearstream maintains records of beneficiarast in the Notes and how it distributes paymendsie by
Ecuador on account of such interest are withisote discretion. None of Ecuador, the Trustee|-trelon Paying
Agent or the initial purchasers shall have anyeasibility or liability for any aspect of the rects of, or payments
made by, Euroclear or Clearstream or their nomioeetirect participants, or for any failure on {heet of Euroclear
or Clearstream or their direct participants in makpayments to holders of the Notes from the fuhdy receive.
Ecuador's obligations to make payments of princgdadnd interest on the Notes shall be satisfie@nvhuch
payments are received by the Trustee.

If Ecuador issues definitive Notes, the London Rgyhgent will make payments by check mailed to the
holder's registered address or, upon applicatiorthbyholder of at least U.S.$1,000,000 in princigadount of
definitive Notes delivered to the Trustee not latexn the relevant record date, by wire transfearioaccount
designated by such holder.

If any date for an interest or principal paymenttloa Notes is not a Business Day, Ecuador will nthke
payment on the next Business Day. No interesheriNbtes will accrue as a result of this delayagnpent.

If any money that Ecuador pays to the London Payiggnt for the purpose of making payments on any
Notes is not claimed at the end of two years dfterapplicable payment was due and payable, tteemtmey will
be repaid to Ecuador. Ecuador will hold the moimetyust for the relevant holders until six yeamsnfi the date on
which the payment first became due or a shortdogef time provided by law. Before any such repawt, the
Trustee may mail or publish in an authorized newspaotice that such money remains unclaimed. r Aitg such
repayment, holders entitled to receive payment fsach monies may look only to Ecuador for such paymand
neither the Trustee nor any paying agent will Bblé for such payment.

Additional Amounts

Unless otherwise required by law, Ecuador will maleprincipal and interest payments on the Notes
without withholding or deducting any present owufet taxes imposed by Ecuador or any of its poliscddivisions
or taxing authorities. If Ecuador is required hwlto deduct or withhold taxes, Ecuador will pag Holders of the
Notes such additional amounts as may be necessanstre that they receive the same amount asvingg have
received without any withholding or deduction. Astych amounts to be paid by Ecuador in accordanitethis
paragraph shall be “Additional Amounts”.

Ecuador will not, however, pay any Additional Amesirin respect of any tax, assessment or other
Governmental charge that is imposed due to anlyeofdllowing:

. the holder or beneficial owner has or had some ection with Ecuador other than merely
holding the Note or the receipt of any paymentrai@pal of or interest on that Note;
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. the holder has failed to present, where presentasioequired, its Note for payment within 30
days after the payment first became due or, ifitieamount of such payment is not received by
the London Paying Agent on or prior to such dueedéne date on which notice is given to the
holder that such payment has been received andigble to the holder except to the extent that
holder thereof would have been entitled to Add@iloMmounts on presenting the same for
payment as on the last day of such period of 38;day

. the holder or beneficial owner has failed to complyh any certification or other reporting
requirement concerning its nationality, residemndentity or connection with Ecuador or any of its
political subdivisions or taxing authorities, andugdor or any of its political subdivisions or
taxing authorities requires compliance with thesporting requirements as a precondition to
exemption from all or any portion of any tax wittdling or deduction and has notified the holder
or beneficial owner, as applicable, in writing @s$t 60 days prior to the first scheduled payment
date for which compliance will be required;

. where the withholding or deduction is imposed gragment to an individual and is required to be
made pursuant to European Council Directive 200888as amended from time to time) or any
other directive implementing the conclusions of BOFIN Council meeting of November 26-27,
2002 on the taxation of savings income or any laplémenting or complying with, or introduced
in order to conform to, such Directive; or

. a Note has been presented for payment by or onfledte holder who would have been able to
avoid the withholding or deduction by presenting tklevant Note to another paying agent in a
member state of the European Union.

Ecuador will pay any present or future stamp, courlocumentary taxes or any other excise or ptgper
taxes, charges or similar levies that arise in Houar any of its political subdivisions or taximgthorities in
respect of the creation, issue, execution, deliveryegistration of the Notes. Ecuador will alsaémnify the
holder and the Trustee from and against any staoyst or documentary taxes or any other excise@pgsty taxes,
charges or similar levies in connection with théosrement of Ecuador's obligations under the Natk#swing an
event of default.

Repurchase

Ecuador may at any time, in accordance with aplplicéaws, tender for or repurchase the Notes at any
price in the open market or otherwise. Any Notegpuamhased (including upon any redemption) shallb&ore-
issued or resold except in compliance with the Bi&es Act and other applicable law. Ecuador maidhvotes it
purchases or may surrender them to the Trustesafaellation.

Optional Redemption

Ecuador will have the right at its option, uponigg/not less than 30 days nor more than 60 dayeeanto
the holders of the Notes, to redeem the Notes,halevor in part, at any time or from time to timeop to their
maturity, at a redemption price equal to the greatdi) 100% of the principal amount of such Notsd (ii) the
sum of the present value of each remaining schddpégment of principal and interest thereon (exctu®f
interest accrued to the date of redemption) disimlito the redemption date on a semi-annual bassuning a
360-day year consisting of twelve 30-day monthghatTreasury Rate (as defined below) plus 50 hasigs (the
“Make-Whole Amount”), plus in each case accrued anpaid interest to the redemption date on the Ntebe
redeemed on such date (an “Optional Redemption”).

On and after the redemption date, unless theredsfault in the payment of amounts due, interedt wi
cease to accrue on the Notes or any portion oRtites called for redemption. If less than all af thotes are to be
redeemed, the Notes to be redeemed shall be sklattapro rata basis, selected by lot or by such method as the
Trustee shall deem fair and appropriate (subjettiegrocedures of Euroclear and Clearstream).
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“Comparable Treasury Issue” means the United Staftégnerica Treasury security or securities seldcte
by an Independent Investment Banker (as definem\)eds having an actual or interpolated maturityparable to
the period from the redemption date to the matutéie of the Notes to be redeemed that would lieed| at the
time of selection and in accordance with custonfergncial practice, in pricing new issues of congide debt
securities of a comparable maturity to the perrothfthe redemption date to the maturity date ohsuotes.

“Comparable Treasury Price” means, with respeetty redemption date, (i) the average of the Rebéeren
Treasury Dealer Quotations (as defined below) iehsedemption date, after excluding the highedtlewest such
Reference Treasury Dealer Quotations or (ii) if &or obtains fewer than four such Reference Trga3ealer
Quotations, the average of all such quotations. Wii#aining a Comparable Treasury Price, Ecuadat mansult
at least three Reference Treasury Dealers.

“Independent Investment Banker” means one of th&rBece Treasury Dealers (as defined below)
appointed by Ecuador.

“Reference Treasury Dealer” means a dealer selebjedEcuador that is a primary United States
government securities dealer.

“Reference Treasury Dealer Quotation” means, witbpect to each Reference Treasury Dealer and any
redemption date, the average, as determined bynttependent Investment Banker (after consultatiath ¢he
Republic), of the bid and asked prices for the Caraple Treasury Issue (expressed in each caspaisentage of
its principal amount) quoted in writing to Ecuadhyrsuch Reference Treasury Dealer at 3:30 p.m., Xank time
on the third Business Day preceding such redemplébe.

“Treasury Rate” means, with respect to any redemptiate, the rate per annum equal to the semi-annua
equivalent yield to maturity or interpolated mattyiof the Comparable Treasury Issue (as definesMpelassuming
a price for the Comparable Treasury Issue (exptlessea percentage of its principal amount) equath®
Comparable Treasury Price for such redemption date.

Certain Covenants

Ecuador has agreed that as long as any of the Kat&sin outstanding or any amount payable by Eauado
under the Indenture remains unpaid, Ecuador will:

1. obtain and maintain in full force and effect Biuadorian Authorizations, necessary under the lafw
Ecuador for the execution and delivery of, and qrenbince by Ecuador under, the Notes and the
Indentureor for their validity or enforceability, and tak# aecessary and appropriate Governmental
and administrative action in Ecuador in order tcabke to make all payments to be made by it under
the Notes and the Indenture;

2. ensure that at all times its obligations untier Notes are general, direct, unsecured, unsulzdedin
and unconditional obligations of Ecuador and shallbacked by the full faith and credit of Ecuador
and ensure that the Notes shall rank equally imgesf priority with Ecuador's External Indebtedness
(other than Excluded Indebtedness), provided, gwdh ranking is in terms of priority only and does
not require that Ecuador make ratable paymenth@mbtes with payments made on its other External
Indebtedness;

3. use its reasonable best efforts to list andetiftar to maintain the listing of the Notes on the
Luxembourg Stock Exchange; and

4. not create or suffer to exist, or permit the t@drBank to create or suffer to exist, any Lieromi@ny
of its present or future assets or revenues torseou otherwise provide for the payment of any
External Indebtedness of Ecuador or the CentrakBarless, on or prior to the date such Lien is
created or comes into existence, the obligatiorth@Republic under the Notes and the Indenture are
secured equally and ratably with such External itetiness.
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Ecuador may, however, create or permit to sulisgsfdllowing Liens (“Permitted Liens”):

any Lien on property to secure External Indebtesli@esing in the ordinary course of business to
finance export, import or other trade transactiansich matures (after giving effect to renewals
and refinancings) no more than one year after & evainally incurred;

any Lien upon property to secure the purchase mficich property or to secure any External
Indebtedness incurred solely for the purpose @frfaging the acquisition of such property;

any Lien on property arising by operation of law fgarsuant to any agreement establishing a Lien
equivalent to one which would otherwise exist undgevant local law), including without
limitation any right of set-off with respect to dend or time deposits with financial institutions
and bankers' liens with respect to property heldimgncial institutions (in each case deposited
with or delivered to such financial institutionstire ordinary course of the depositor's activities)

any Lien existing on such property at the timet®ficquisition;
any Lien in existence as of the date of issuantkeoNotes;

any Lien securing External Indebtedness issued wsporender or cancellation of the principal
amount of any of the Excluded Indebtedness, asekkfunder “—Certain Defined Terms” below,
to the extent the Lien is created to secure therkat Indebtedness;

any Lien created in connection with any Projectahiting, as defined under “—Certain Defined
Terms” below, provided that the properties to whaety such Lien applies are solely with respect
to (A) properties which are the subject of suchjdtoFinancing or (B) revenues or claims which
arise from the operation, failure to meet spediitres, failure to complete, exploitation, sale or
loss of, or damage to, such properties;

additional Liens created in any calendar year ugsgets, revenues or receivables of Ecuador
having, when encumbered, a fair market value naeeding an aggregate amount equal to
U.S.$50,000,000 (or the equivalent in other cures)co collateralize, or to purchase collateral,
guarantees or other credit support in respectenf; Iborrowings by Ecuador, provided that, to the
extent that in any calendar year U.S.$50,000,00@h@® equivalent in other currencies) exceeds
such aggregate fair market value of the assetentms or receivables so encumbered during that
year, the aggregate fair market value of assetgentes and receivables which may be
encumbered in subsequent calendar years shall dobeaged by the amount of such excess;
provided, however, that the fair market value @ #ssets, revenues or receivables so encumbered
in any calendar year shall in no event exceed WH$H00,000 (or the equivalent in other
currencies); and

any renewal or extension of any of the Liens dbsdiabove; provided, that no renewal or
extension of any permitted Lien shall (A) extendtacover any property other than the property
then subject to the Lien being extended or reneware@B) increase the amount of financing
secured by that Lien.

Events of Default

Each of the following is an event of default unthex Notes:

1.

Non-PaymentEcuador fails, after the applicable payment dat€i) make any payment of principal or
Make-Whole Amount on the Notes (unless such nomAgay is due to an administrative or technical
error and is remedied within five Business Dayshe&f date when such payment is due) or (ii) make
any payment of an interest amount or Additional Amtoon the Notes within 30 days of the date when
such payment is due;
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2. Breach of Other Obligation€Ecuador fails to perform or comply with any otlofligation under the
Notes or under the Indenture and Ecuador does madrmot cure that failure within 30 days after it
receives written notice from the Trustee or holddrat least 25% of the aggregate principal amofint
the Notes then outstanding regarding that default;

3. Cross Default

» Ecuador fails to make any payment in respect of Briernal Indebtedness (other than
Excluded Indebtedness) in an aggregate principaliaimn excess of U.S.$50,000,000 (or its
equivalent in any other currency) when due (as slath may be extended by virtue of any
applicable grace period or waiver);

* The holders of at least 25% of the aggregate mdsig principal amount of any External
Indebtednesgother than Excluded Indebtedness) having an agtgegrincipal amount in
excess of U.S.$50,000,000 (or its equivalent in@thgr currency), accelerate or declare such
External Indebtedness to be due and payable, ariregljto be prepaid (other than by a
regularly scheduled prepayment), prior to its stabaturity, as a result of Ecuador’s failure to
pay the principal or interest on such External btddness, and such acceleration, declaration
or prepayment is not annulled or rescinded witltird8ys;

4. Moratorium: Ecuador, or a court of proper jurisdiction, deetam moratorium with respect to the
payment of principal of, or interest on, EcuaddEsternal Indebtedness (other than Excluded
Indebtedness);

5. Validity: Ecuador denies, repudiates or contests any @aiyment obligations under the Notes or the
Indenture in a formal administrative, legislatiyeglicial or arbitral proceeding; or any constituib
provision, treaty, law, regulation, decree, or otb#icial pronouncement of Ecuador, or any final
decision by any court in Ecuador having jurisdictioenders it unlawful for Ecuador to pay any
amount due on the Notes or to perform any of itggabons under the Notes or the Indenture;

6. IMF Membership Ecuador fails to maintain its membership in th#-lor ceases to be eligible to use
resources of IMF;

7. CAF, FLAR, and IDB Membershifghe Republic fails to maintain its membershipdnijts eligibility
to use the general resources or equivalent ofpa@AF, FLAR and IDB;

8. JudgmentThere shall have been entered against Ecuadibreo€entral Bank in a matter related to
External Indebtedness (other than Excluded Indeletes) a final judgment, decree or order by a court
of competent jurisdiction from which no appeal ni®y made, or is made within the time limit for
doing so, for the payment of money in excess of.$56&000,000 (or its equivalent in another
currency) and 120 days shall have passed sincerting of any such order without Ecuador having
satisfied such judgment; or

9. Arbitral award There shall be made against the Republic or thetr@l Bank in a matter related to
External Indebtedness (other than Excluded Indeletes) an arbitral award by a tribunal of competent
jurisdiction from which no appeal or applicationadribunal or court of competent jurisdiction & s
aside may be made, or is made within the time fforidoing so, for the payment of money in excess
of U.S.$50,000,000 (or its equivalent in anotherency) and 120 days shall have passed since the
making of any such award without the Republic hgatisfied the award.

If any of the above events of default occurs anzbrgtinuing, the Trustee may, and at the writteeation
of holders of at least 25% of the aggregate prad@mount of the then-outstanding Notes, will decthe principal
amount of all the Notes to be immediately due asghple by notifying Ecuador in writing. The Notesl Wwecome
due and payable on the date such written noticecsived by or on behalf of Ecuador, unless pasuch date all
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events of default in respect of all of the Notesehbeen cured or waived by the holders of nottlegs a majority
of the principal amount of the outstanding Noteprasided in the Notes or in the Indenture.

The Trustee will, on behalf of the holders of diltloe Notes, by written notice to Ecuador, rescamdl
annul such declaration of acceleration and its @gnences, if:

. all events of default (other than the non-paymémirmcipal that became due solely as a result of
such acceleration) have been cured, waived by théefs of not less than a majority of the
principal amount of the outstanding Notes or reraédand

. the Trustee will have been reimbursed or otherwm®apensated by Ecuador for all documented
costs, expenses and liabilities reasonably incuosethe Trustee as a result of any such event of
default.

Limitation on Time for Claims

Claims against Ecuador for the payment of princigfabr interest on the Notes (including Additional
Amounts and Make-Whole Amounts, if any) must be enaithin six years after the date on which suchnpeyt
first became due, or such shorter period providedfdplicable law.

Modifications — Collective Action

Any Modification of the Indenturer the terms and conditions of the Notes may beenmadjiven pursuant
to a written or other action of the holders of M&es in accordance with the applicable provisiohthe Indenture
or the Notes.

The Notes contain collective action clauses regagrduture Modifications, as defined under “—Certain
Defined Terms” below, of the terms and conditiohthe Notes or the Indenture as described below:

In the case of any Modification of the terms ancdhdittons of the Notes or of the Indentumhich
constitutes a Non-Reserved Matter, as defined uhkd€ertain Defined Terms” below, such Modificatiomay be
made with the consent of Ecuador and of holdees tdast 66 2/3% in aggregate principal amounhefNotes then
outstanding.

In the case of any Modification of the terms ancdhdittons of the Notes or of the Indentushich
constitutes a Reserved Matter, as defined underéraid Defined Terms” below, such Modification masy made
with the consent of Ecuador and of holders of asie’5% in aggregate principal amount of the Ndtbes
outstanding.

Additionally, the Notes allow Ecuador to make ResdrMatter Modifications affecting two or more =i
of debt securities.

If the Republic proposes any Reserved Matter Maodifon (i) to the terms and conditions of the Nated
the terms and conditions of at least one otheesesf debt securities issued by the Republic, an@joto the
Indenture insofar as it affects the Notes and joather indenture(s), fiscal agency agreement(sjroilar issuance
documentation relating to at least one other sefiekebt securities insofar as it affects such deburities, (in each
case, containing multiple series modification psas in substantially the same form as in the hgde), any
modification to the terms and conditions of twoneore series may be made, and, in each case, fuxdhgsliance
therewith may be waived, with the consent of theuRdéc, and (x) the holders of at lease/86 of the aggregate
principal amount of the outstanding debt securitésll series that would be affected by that resgrmatter
modification (taken in aggregate); and (y) the lkotdof more than 50% of the aggregate principaluarnhof the
outstanding debt securities of each affected s@a&en individually).
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Any such proposed Reserved Matter Modification p@ynade in respect of some series of debt seauritie
only and may be used for different groups of twonmore series of debt securities, containing mutipéries
maodification provisions substantially in the sarenf as in the Indenture, simultaneously.

If the Republic proposes any Reserved Matter Maodifon (i) to the terms and conditions of the Nated
the terms and conditions of at least one otheesesf debt securities issued by the Republic, an@joto the
Indenture insofar as it affects the Notes and joather indenture(s), fiscal agency agreement(sjroilar issuance
documentation relating to at least one other sefielebt securities insofar as it affects such deburities, (in each
case, containing multiple series modification psas in substantially the same form as in the ihgde), any
modification to the terms and conditions of twoneore series may be made, and, in each case, furdhgpliance
therewith may be waived, with the consent of th@uRdic, and the holders of at least 75% of the egate
principal amount of the outstanding debt securitésll series that would be affected by that ResgrMatter
Modification (taken in aggregate), provided that tiniformly Applicable condition is satisfied.

Any such proposed Reserved Matter Modification p@ynade in respect of some series of debt seauritie
only and may be used for different groups of twonmore series of debt securities, containing mutipéries
modification provisions substantially in the sarenf as in the Indenture, simultaneously.

The “Uniformly Applicable” condition will be satisgfd if:

(a) the holders of all the affected series of debt iSBes are invited to exchange, convert, or sulnit
their debt securities, on the same terms, foh@)dame new instrument or other considerationi)oa (i
new instrument, new instruments or other consiaerdtom an identical menu of instruments or other
consideration; or

(b) amendments proposed to the terms and conditioreadi affected series of debt securities would,
following implementation of such amendments, regulthe amended instruments having identical
provisions (other than provisions which are neadgsdifferent, having regard to different currenay
issuance),

and, for the purposes of establishing whether thigotimly Applicable condition has been satisfied:

(c) the “same terms” is to be construed as meaningsdee offer on principal, the same offer on all
interest accrued but unpaid prior to an exchangevent of default and the same offer on past due
interest (or other relevant financial featureshef aipplicable debt securities), but any such aoffay
contain differences as between different seriesffeicted debt securities which are necessary having
regard to the currency of denomination; and

(d) the Republic shall promptly furnish one or morea@if's certificate(s) to the Trustee, certifyingtth
the Uniformly Applicable condition has been saéidfiand the Trustee shall be entitled to accet suc
officer's certificate(s) as conclusive evidencehef facts therein set forth.

Any debt securities owned or controlled, directlyindirectly, by the Republic or any Public Sector
Instrumentality, which would be disregarded for pugposes of a vote (or written action) under thrges of debt
securities of which they form part, shall also Erefarded for the purposes of this calculation.

For the purpose of calculating the par value ofNlbees and any affected series of debt securitieshnare
to be aggregated with the Notes, the Republic ngpoiat a calculation agent (the “Calculation AgeniThe
Republic shall, with the approval of the Calculatidgent, promulgate the methodology in accordanitie which
the par value of the Notes and such affected sefielebt securities will be calculated. In any swelse where a
Calculation Agent is appointed, the same persohbsilappointed as the Calculation Agent for theeN@nd each
other affected series of debt securities for thmsposes, and the same methodology will be prontedigéor each
affected series of debt securities. If any serfeafiected debt securities are denominated in eeogy other than
U.S. dollars, the Republic shall appoint a singédcGlation Agent who shall specify a commerciakasonable
method for determining the U.S. dollar equivaldguech debt securities for purposes of voting.
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The Republic shall appoint an Aggregation Agentqwiay also be the Calculation Agent), which shall b
independent of the Issuer, to calculate whetheeseRed Matter Modification has been approved keyrdguired
principal amount of the outstanding debt securibfethe affected series of debt securities.

If any Reserved Matter Modification is sought ire ttontext of a simultaneous offer to exchange i d
securities of one or more series for new debtumsémts of Ecuador or any other person, Ecuadol shalire that
the relevant provisions of the Notes, as amendesulols Modification, are no less favorable to th&les of the
Notes than the provisions of the new instrumendp@iffered in the exchange, or if more than one ghetrument
is offered, no less favorable than the new delitungent issued having the largest aggregate pahaimount.

Ecuador agrees that it will not issue new Noted wite intention of placing such Notes with holders
expected to support any Modification proposed bydtlor (or that Ecuador plans to propose) for aggrpursuant
to the Modification provisions of the Indentuneof the terms and conditions of the Notes.

Any Modification consented to or approved by thddkos of the Notes pursuant to the Modification
provisions of the Indenture or of the terms andd@ions of the Notes will be conclusive and bindmrgall holders
of the Notes, whether or not they have given sumsent or were present at a meeting of holdershathmsuch
action was taken, and on all future holders ofNloges (whether or not notation of such Modificatisrmade upon
the Notes). Any instrument given by or on behdlfoy holder of a Note in connection with any caris® or
approval of any such Modification will be conclusignd binding on all subsequent holders of sucle.Not

Before seeking the consent of any holder of a Nota Reserved Matter Modification, Ecuador will
provide the Trustee (for onward distribution to tredders of the Notes) the following information:

» a description of the economic or financial circuenses that, in Ecuador's view, explain the reqgtarsthe
proposed Reserved Matter Modification;

» if Ecuador has entered into a standby, extendedsfion similar program with the IMF, CAF, FLAR, ddB, a
copy of that program (including any related techhinemorandum);

» adescription of Ecuador's proposed treatmentsaftiher major creditor groups (including, whererappate,
Paris Club creditors, other bilateral creditors artdrnal debt holders) in connection with Ecusslefforts to
address the situation giving rise to the requeREsskrved Matter Modification; and

» if any proposed Reserved Matter Modification corkates debt securities being aggregated in more cha
group of debt securities, a description of the psal treatment of each such group.

For purposes of determining whether the requiredgoeage of holders has consented to or votedvior fa
of any Modification, any Notes owned or controlledirectly or indirectly, by Ecuador or any Publiector
Instrumentality, as defined under “—Certain DefinBerms” below, shall be disregarded and deemedmbe
outstanding. In determining whether the Trustesl 4fe protected in relying upon any Modificatimnly Notes
that the Trustee knows to be so owned shall basseghrded. Upon request of the Trustee, andhege&tith any
request for any Modification of the Indenture byugdor, Ecuador shall deliver to the Trustee afasate signed by
an authorized representative of Ecuador listindNates, if any, known by Ecuador to be owned od gl or for the
account of Ecuador or any Public Sector Instrunigyta

Ecuador and the Trustee may, without the vote oseot of any holder of the Notes, amend the Nates o
the Indenture for the purpose of:

* adding to Ecuador's covenants for the benefit@hiblders of the Notes;
» surrendering any of Ecuador’s rights or powers;

* securing the Notes pursuant to the requiremerttssoNotes or otherwise;
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e curing any ambiguity, or curing, correcting or sigopenting any proven error in the terms and cooigiof
the Notes or in the Indenture;

* making any formal, minor or technical change; or

» amending the terms and conditions of the Notet@iridenturén any manner which Ecuador and the Trustee
may determine shall not adversely affect the irstisref any holder of the Notes.

The Notes will clear and settle through Euroclesdt €learstream and will be issued in global bookyen
form and registered in the nominee name of a comaepositary for Euroclear and Clearstream. Beiadfic
interests in the Notes may be held through Euroeed Clearstream and their direct and indirecigppants. See
“Settlement and Clearance” for a description ofghecedures applicable to book-entry securities.

The Trustee shall not be required to sign any amemnd that adversely affects its rights, dutiediliges
or immunities.

Definitive Notes
Ecuador will issue Notes in definitive form (i.etnn book-entry but physical form) only if:

» the depositary notifies Ecuador that it is unwglior unable to continue as depositary, is inelgitd act as
depositary or, ceases to be a clearing agencytesgisunder the US Securities Exchange Act of 1834,
amended and Ecuador does not appoint a succegsusitdey or clearing agency within 90 days;

» Ecuador decides that it no longer wishes to havar gdart of the Notes represented by global notes;

« the Trustee has instituted or been directed ininvgriby the requisite holders to institute any jisliproceeding
to enforce the rights of the holders under the dlaeed has been advised by its legal counsel ttrsitotld
obtain possession of the Notes for purposes gbtbeseding;

* an event of default has occurred and is continaing (A) any holder requests the Trustee to exch#ésge
interest in the Note in the form of a Global Note & Definitive Note, or (B) 25% of all outstandihglders
direct the Trustee to exchange all of Notes remteseby global notes for Notes in definitive foron;

» certain other events provided in the Indentaeur.

In the event Ecuador issues Notes in definitivenfothe beneficial owners receiving those Notes khou
review their terms and conditions, and in particdifee restrictions on transfers of the Notes, sghfin the Note
certificates.

Trustee, London Paying Agent, Luxembourg Listing Agnt, Transfer Agents; Registrar

The Bank of New York Mellon, London Branch will seras the London paying agent and the Trustee will
serve as the transfer agent and registrar for #refti of the holders of Notes. The Republic, ragtfor the
exclusive benefit of the holders of the Notes, by appoint, one or more paying agents in Lon&orgland for
the purpose of facilitating Ecuador’'s payment obants due on the Notes. Ecuador may at any tirsteuict the
Trustee to terminate the appointment of any pagigent and instruct the Trustee to appoint otheingeggents. So
long as any of the Notes remain outstanding, tisbi@l be maintained, at Ecuador's expense, (1)omdan,
England in an office or agency where the Notes beypresented for payment, (2) in New York, New Yrlan
office or agency where the Notes may be presemtedxichange, transfer and registration of trans$eprovided in
the Indenturand, (3) in New York, New York in an office or aggnwhere notices and demands in respect of the
Notes or the Indentureay be served. A paying agent will also be mamaaiin a Member State of the European
Union that is not obliged to deduct or withhold faxsuant to European Council Directive 2003/48(&€amended
from time to time) or any other European Councilddiive implementing the conclusions of the ECORbUNcil
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meeting of November 26-27, 2000 on the taxatiosasings income or any law implementing or complyiith,
or introduced in order to, conform to such Direetiin addition, so long as the Notes are listethen_uxembourg
Stock Exchange and trade on the Euro MTF Market,tha rules of such exchange so require, a payiegtand a
transfer agent will be maintained in Luxembourg.cu&dor will provide prompt notice of the terminatio
appointment or change in the office of any payiggrd, transfer agent or registrar acting in corineciith the
Notes.

Notices

All notices to the holders of Notes will be publksh at the expense of Ecuador, in the Wall Streatinal
of New York, New York, the Financial Times of Londdengland, and, if and so long as the Notes atedion the
Luxembourg Stock Exchange (and, if applicable, édadn the Euro MTF Market of the Luxembourg Stock
Exchange), the Luxemburger Wort of Luxembourg.anf of such newspapers shall cease to be published,
Trustee upon consultation with Ecuador, will subgti for it another newspaper customarily publisimedew York,
London or Luxembourg, as the case may be. If, umraf temporary suspension of publication or gdner
circulation of any newspaper or for any other rea#ois impossible to make any publication of arotice in the
manner provided above, any other publication oemtiotice which is acceptable to the Trustee stwiktitute a
sufficient publication of such notice. Notices walso be published on the website of the Luxemdobiock
Exchange. Notices shall be deemed to have beem giv the date of publication or, if published dfedent dates,
on the date of the first such publication. Notio@$also be delivered to holders at their registeaddresses or sent
in accordance with the clearing system's then eapiplie procedures. Notices to holders of GlobalkeBlahall be
given in accordance with the Depositary procedures.

So long as a clearing system, or its nominee,a@selistered holder of a global note, each persgring a
beneficial interest in that global note must rety the procedures of that clearing system to recemt&ces in
connection with the Notes. Each person owningreefigal interest in a global note who is not adirparticipant
in a clearing system must rely on the procedurel@participant through which the person ownsnitsrest in the
global note to receive notices provided to therabgasystem. Ecuador will consider mailed noticenave been
given three Business Days after it has been sent.

Further Issues of Securities

Ecuador may, from time to time, without the consgfrithe holders of the Notes, create and issudiadél
Notes with the same terms and conditions as thesNotall respects (or in all respects excepttferamount of the
first interest payment and the issue price) so landhe additional Notes are consolidated and foisimgle series
with the outstanding Notes, provided that such taadhl Notes do not have, for purposes of US fddie@me
taxation, a greater amount of original issue diatdhan the outstanding Notes have as of the dateedssue of
such additional Notes (regardless of whether amgdn® of such Notes are subject to US federal irctaration).

Submission to Arbitration

(a) 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 otherwise is necessary thereto, will
not be referred to a court of any jurisdiction avil instead be referred to and finally resolved by
arbitration under the Rules of the LCIA (“LCIA Rglg as at present in force as modified by the
Indenture , which LCIA Rules are deemed to be iporated by reference. In particular:

® There will be three arbitrators.
(i) Each arbitrator will be an English or New York dfiatl lawyer of at least 15 years'
standing with experience in relation to internadilobanking or capital markets disputes

At least one of those arbitrators will be a lawgaalified in New York.
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(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 shall attempt to agree tipginrespective nomination(s) such that
the claimants shall together be entitled to noneinaie arbitrator and the respondents
will together be entitled to nominate one arbitrattf any such party or multiple parties
fail to nominate an arbitrator within thirty (30)ays from and including the date of
receipt of the relevant request for arbitration, aahitrator will be appointed on their
behalf by the LCIA Court in accordance with the AQRules and applying the criteria at
clause (ii) above. In such circumstances, anyiegistomination or confirmation of the
arbitrator chosen by the party or parties on tiverside of the proposed arbitration will
be unaffected, and the remaining arbitrator(s) bl appointed in accordance with the

LCIA Rules.
(b) The third arbitrator and chairman of the arbitrédunal will be appointed by the LCIA Court in
accordance with the LCIA Rules and applying theega at clause (ii) above.
(c) The seat, or legal place, of arbitration will bendon, England.
(d) The language to be used in the arbitration shalEbglish. The arbitration provisions of the
Indenture shall be governed by English law.
(e Without prejudice to any other mode of servicevaddd by law, the Republic hereby appoints Law

Debenture Corporate Services Limited, with its segied office at 5/F, 100 Wood Street, EC2V
7EX, London, England (the “Process Agent’) as igerd under the Indenture for service of
process in relation to any proceedings before thgli€h courts in relation to any arbitration
contemplated by the Indenture or in relation taogedtion 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 servicerotgss,
the Republic must immediately (and in any evenhiniten (10) days of the event taking place) appamother
agent (a “Replacement Agent”) on terms acceptablled Trustee.

The Republic agrees that failure by the ProcessAge as applicable, a Replacement Agent, to ytié
Republic of the process will not invalidate theq@edings concerned.

Any Dispute where the Republic is not a party,okat, respondent or otherwise is necessary thesgto,

be subject to the non-exclusive jurisdiction of agw York state or United States federal couringjttin the
Borough of Manhattan, the City of New York, and appellate court from any thereof, in any actiompaceeding
arising out of or relating to the Indenture (excaptions or proceedings arising under or in conaeatith U.S.
federal and state securities laws), and the Trumtelethe holders of the Notes hereby irrevocabbnsuto such
jurisdiction and agree that all claims in respdcsuch Dispute may be heard and determined in 8leshi York
state or United States federal court.

Sovereign Immunity
The execution and delivery of the Indenture byRlepublic constitutes, and the Republic's perforraafc

and compliance with its obligations will constitate act of commercial public credit as providedarrttie laws of
the Republic. To the extent permitted by law, tlepdblic irrevocably and unconditionally agrees:that

(@)

the Republic submits to the jurisdiction of any &garian court and to any legal process in the
Republic's courts (other than attachment procesdpigpr to recognition or enforcement of an
arbitral award), in connection with the enforcemehtin arbitral award obtained in accordance
with the Indenture, except with respect to the ImeWProperty, which shall be entitled to
immunity from enforcement in accordance with maondaprovisions of the laws of Ecuador;
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(b)

(©)

(d)

the Republic submits to the jurisdiction of any tawutside the Republic and to any legal process,
orders or other measures in courts outside the Wkepuwhether through service or notice,
attachment in aid of execution, execution againgpgrty of any sort, actions in rem or the grant
of injunctions or specific performance, in connectiwith the enforcement of an arbitral award
obtained in accordance with the Indenture, excath vespect to the Immune Property, which
shall be immune to the fullest extent;

the Republic undertakes not to invoke any defemsthe basis of any kind of immunity, for itself
and/or its assets which do not constitute Immuropétty in respect of any of the foregoing legal
actions or proceedings; and

the Republic submits to the jurisdiction of the Estgcourts in connection with any proceeding
invoking the supervisory jurisdiction of those dsuin relation to an arbitration conducted
pursuant to the Indenture.

The levy of execution on assets of the Republibiwithe territory of the Republic shall be carrid in
accordance with and under the laws of the Republic.

The Republic irrevocably waives, to the fullestemttpermitted by law, any requirement or provisibn
law that requires the posting of a bond or otheusy as a condition to the institution, proseouator completion
of any action or proceeding.

An arbitral award obtained in accordance with tidehture will be conclusive and may be enforceahiyp
jurisdiction in accordance with the New York Contien or in any other manner provided for by law.

“Immune Property,” in accordance with the provisaf the law of Ecuador, means:

(@)

(b)

(©)
(d)
(€)
(f)

(9)
(h)

(i)
0)

any property which is used or designated for us¢hé performance of the functions of the
diplomatic mission of Ecuador or its consular posts

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

property forming part of the cultural heritage @uador or part of its archives;
unexploited natural non-renewable resources in &aa

funds managed in the national Treasury Account;

assets and resources comprising available monretseyves of Ecuador;
public domain assets used for providing public ises/in Ecuador;

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.

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.

“New York Convention” means the New York Conventmmthe Recognition and Enforcement of Arbitral

Awards 1958.
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Indemnity

The Republic will indemnify the holders of the Mstand pay the Trustee on demand for the benéefiteof
holders of the Notes any attached amounts plusastyued amounts to the date of payment at theesiteate set
forth in the Notes in the event the Trustee or iRgygent fails (without negligence or willful misoduct) to pay
some or all of those amounts to the depositargifedit to the holders of the Notes because thasesfare attached
by one or more holders of Excluded Indebtedness twithe receipt of such funds by the depositaryezause any
Trustee or Paying Agent is otherwise restraineprevented from transferring the funds to the deéppsias a result
of legal action taken by one or more holders oflécked Indebtedness.

Transfer Restrictions

The Notes have not been and will not be registeneder the Securities Act, and will be subject to
restrictions on transferability and resale. SealfiBfer Restrictions”.

Governing Law

The Notes and the Indenture will be governed byldis of the State of New York, except for thosepa
concerning submissions to arbitration, which shaljoverned by English law.

Judgment Currency

U.S. dollars are the sole currency of accountmgnent for all sums due and payable by Ecuadoerund
the Indenture and the Notes. If, for the purpdsebtaining judgment in any court, it is necessargonvert a sum
due hereunder in U.S. dollars into another curreicyador will agree, to the fullest extent thagytimay legally
and effectively do so, that the rate of exchangedushall be that at which in accordance with norbaaiking
procedures a person could purchase U.S. dollahssuith other currency in New York, New York, on Biesiness
Day immediately preceding the day on which finalgment is given.

The obligation of Ecuador in respect of any sura ttuany noteholder or the Trustee in U.S. doktual,
to the extent permitted by applicable law, notwihsling any judgment in a currency other than ddars, be
discharged only to the extent that on the Busii¥sg following receipt of any sum adjudged to bedse in the
judgment currency such noteholder or Trustee magcoordance with normal banking procedures purchaSe
dollars in the amount originally due to such peraain the judgment currency. If the amount of UdBllars so
purchased is less than the sum originally due th qoerson, Ecuador agrees, as a separate obligatidn
notwithstanding any such judgment, to indemnifytsperson against the resulting loss; and if theuarnof U.S.
dollars so purchased is greater than the sum atlgidue to such person, such person will, by atiecgm Note, be
deemed to have agreed to repay such excess.

Certain Defined Terms
The following are certain definitions used in thetés:

* “Business Day’ means any day except a Saturdayd&uar other day on which commercial banks in Lando
the City of New York or Quito, Ecuador are requitecauthorized by law to be closed.

* “Ecuadorian Authorization” means any approval, atitation, permit, consent, exemption or licensetbrer
action of or by, and any notice to or filing witany Governmental authority, agency, regulatory or
administrative body of Ecuador or of any Ecuadopatitical subdivision.

* “Excluded Indebtedness” means the following sesfesecurities issued by the Republic:

0] the 12 percent U.S. dollar Denominated Globah@s due 2012; and
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(i) the U.S. dollar Denominated Step-up Global Bsmue 2030.

“External Indebtedness” means all Indebtednessefathan the Notes) that is not (i) issued pursuant
agreements or evidenced by instruments that expresbmit the resolution of all disputes to the lagiore
jurisdiction of the courts of Ecuador or (ii) gomed by Ecuadorian law.

“Indebtedness” means for any person (a) all inadki#es of or guaranteed by such person for or ineiion
with borrowed money, and (b) all obligations ofgawaranteed by such person (other than those sEkdrfi
clause (a) above) evidenced by debt securitiesgerdetes, notes or other similar instruments; pregithat
Indebtedness shall not include commercial agreesmestthaving the commercial effect of a borrowing.

“Lien” means any lien, pledge, mortgage, secuntgriest, deed of trust, charge or other encumbranother
preferential arrangement having the practical efiéconstituting a security interest.

“Majority” means greater than 50%.

“Modification” means any modification, amendmentipplement, request, demand, authorization, dinectio
notice, consent, waiver (other than a waiver oéaent of default that is waived by the majoritytioé holders
as set forth under “—Events of Default” above),otiner action provided by the Indenturethe terms and
conditions of the Notes.

“Non-Reserved Matter” means any Modification ottiern a Modification constituting a Reserved Matter.

“Project Financing” means any financing of all oarpof the costs of the acquisition, constructian o
development of any properties in connection witbraject if the person or persons providing suclariiting
expressly agree to look to the properties finarared the revenues to be generated by the operdtian lmss
of or damage to, such properties as the principaice of repayment for the moneys advanced.

“Public Sector Instrumentality” means the CentrahB, any department, ministry or agency of the Gawent
or any corporation, trust, financial institution @her entity owned or controlled by the Governmanany of
the foregoing. For purposes of the foregoing, todih means the power, directly or indirectly, througle th
ownership of voting securities or other ownershiggriest or otherwise, to direct the management efext or
appoint a Majority of the board of directors or @ttpersons performing similar functions in lieu of, in
addition to, the board of directors of a corpomatibust, financial institution or other entity.

“Reserved Matter” means any Modification that vebul

A. change the due date for the payment of the prihofp@r premium, if any) or any installment
of interest on the Notes;

B. reduce the principal amount of the Notes, the porof such principal amount which is
payable upon acceleration of the maturity of theeNpthe interest rate on the Notes or the
premium payable upon redemption of the Notes;

C. change the coin or currency in which payment aofriest, premium or principal in respect of
the Notes is payable and the place where such paymest be made;

D. reduce the proportion of the principal amount & Motes the vote or consent of the holders of
which is necessary to make any Modification to ghwespect to the terms and conditions of
the debt securities of one or more series or ttderture, or change the definition of
“Outstanding” under the Notes;

E. change Ecuador's obligation to pay Additional Antswn the Notes;
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F. change the governing law provision of the Notes;

G. change the arbitral forum to which the Republic lsabmitted, the Republic's waiver of
immunity, the scope of the Republic's indemnities the Indenture or the Republic's
appointment of the process agent without appoindiragibstitute process agent in London, in
respect of actions or proceedings brought by atgendased upon the Notes;

H. change the seniority of the Notes;

I. authorize and/or instruct the Trustee, on behadflidfiolders, to exchange or substitute all their
Notes for, or convert all their Notes into, othétigations or securities of Ecuador or any other
person; or

J. change the definition of “Uniformly Applicable” 6Reserved Matter.”
Registration and Book-Entry System

Ecuador may issue the Notes in whole or in pattténform of one or more global notes, the ownerahigp
transfer of which are recorded in computerized bawky accounts, eliminating the need for physinalvement of
Notes. Ecuador refers to the intangible Notesasgmted by a global Note as “book-entry” Notes.

Ecuador will deposit any global Note it issues viltle common depositary of the clearing system. The
global Note will be registered in the name of tfemmee of the common depositary. Unless a glolzk Ns
exchanged for definitive Notes, discussed aboveeurid-Definitive Notes,” it may not be transferreexcept
among the clearing system, its nominees or comnepogitaries and their successors. Clearing sysitechgle
Euroclear and Clearstream in Europe.

Clearing systems process the clearance and sattlehbook-entry securities for their direct pagpants.
A “direct participant” is a bank or financial intstiion that has an account with a clearing systefhe clearing
systems act only on behalf of their direct pardois, who in turn act on behalf of indirect pagants. An “indirect
participant” is a bank or financial institution thgains access to a clearing system by clearingugir or
maintaining a relationship with a direct participan

Euroclear and Clearstream are connected to eaeh logra direct link.

Ecuador, the Trustee and any Paying Agent willtttiea registered holder of a global note as thelatss
owner of the note for all purposes. The legalgdilions of Ecuador, the Trustee, and any agenbniyto the
registered owner of a global note, which will be tfelevant clearing system or the nominee of th@ngon
depositary. For example, once Ecuador arrangesafgments to be made to the registered holder,decuaill no
longer be liable for the amounts so paid on the.ndh addition, if you own a beneficial interesta global note,
you must rely on the procedures of the institutibm®ugh which you hold your interests in the npteluding
Euroclear, Clearstream, and their participant&xercise any of the rights granted to the holdéhefnote. Under
existing industry practice, if you desire to takeyaction that the holder of a note is entitleddke, then the
registered holder would authorize the clearingesysparticipant through which you own your benefiogerest to
take the action, and the participant would thehegitauthorize you to take the action or act for youyour
instructions.
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SUBSCRIPTION AND SALE

Citigroup Global Markets Limited is acting as theald Manager (the “Lead Manager”) of this offering.
Subject to the terms and conditions in the purchgseement dated the date of this Offering Circ(iteg “Purchase
Agreement”), the Lead Manager will agree to purehasd the Republic will agree to sell to the Leaahiber, the
total principal amount of the Notes.

The Purchase Agreement provides that the obligatainthe Lead Manager to purchase the Notes are
subject to approval of legal matters by counsel andther conditions. The Lead Manager must purelaisthe
Notes if it purchases any of the Notes.

The Republic has been advised that the Lead Margagposes to resell the Notes at the offering psete
forth on the cover page of this Offering Circulathin the United States to qualified institutiormlyers (as defined
in Rule 144A) in reliance on Rule 144A and outste United States in reliance on Regulation S. “Seansfer
Restrictions.” The price at which the Notes arerafl may be changed at any time without notice.

The Notes have not been and will not be registanster the Securities Act or any state securitiesaad
may not be offered or sold within the United Stateto, or for the account or benefit of, U.S. pais(as defined in
Regulation S) except in transactions exempt frormad subject to, the registration requirementshef Securities
Act. See “Transfer Restrictions.”

Accordingly, the Lead Manager has agreed that, ptxae permitted by the Purchase Agreement and set
forth in “Transfer Restrictions,” it will not offeor sell the Notes within the United States orotofor the account or
benefit of, U.S. persons as part of the distribubbthe Notes.

In addition, until 40 days after the commencemdnth offering, an offer or sale of Notes withinet
United States by a dealer that is not participaimthis offering may violate the registration regements of the
Securities Act if that offer or sale is made othiseathan in accordance with Rule 144A.

Although application has been made to list the Blata the Official List of the Luxembourg Stock
Exchange and to have the Notes trade on the Eurfe Mdrket, the listing does not assure that a tduarket for
the Notes will develop. The Lead Manager intendméke a secondary market for the Notes. Howevés,riot
obligated to do so and may discontinue making arstgry market for the Notes at any time withoutiacetNo
assurance can be given as to how liquid the tramhacket for the Notes will be. The Republic canpravide any
assurances that the prices at which the Notestraille in the market after this offering will not lmever than the
initial offering price or that an active trading rket for the Notes will develop and continue aftes offering.

The Republic estimates that its portion of theltetgenses of this offering, including underwrieiees,
will be U.S.$3.74 million.

In connection with the offering, the Lead Managemynpurchase and sell Notes in the open market.
Purchases and sales in the open market may inshuat¢ sales, purchases to cover short positionsstaiilizing
purchases.

» Short sales involve secondary market sales by #ssl IManager of a greater number of Notes than it is
required to purchase in the offering.

» Covering transactions involve purchases of Noteghim open market after the distribution has been
completed in order to cover short positions.

» Stabilizing transactions involve bids to purchasadd so long as the stabilizing bids do not exaeed
specified maximum.

Purchases to cover short positions and stabilipangchases, as well as other purchases by the Lead
Manager for its own account, may have the effegbrefventing or retarding a decline in the markatepof the
Notes. They may also cause the price of the Notée thigher than the price that would otherwisstdri the open
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market in the absence of these transactions. Thd Manager may conduct these transactions in teetbe-
counter market or otherwise. If the Lead Managenmoences any of these transactions, it may disasatinem at
any time.

The Lead Manager is a full service financial ingidn engaged in various activities, which may uie
securities trading, commercial and investment bamkifinancial advisory, investment management, gipi
investment, hedging, financing and brokerage d#ai The Lead Manager and its respective affdidtave in the
past performed commercial banking, investment lvankind advisory services for the Republic from timéime
for which they have received customary fees anmdlversement of expenses and may, from time to tamgage in
transactions with and perform services for the RBpun the ordinary course of their business fdrich they may
receive customary fees and reimbursement of expeirs¢he ordinary course of its various businesiwities, the
Lead Manager and its respective affiliates may nakieold a broad array of investments and activeyge debt
and equity securities (or related derivative sé@®) and financial instruments (which may incluaenk loans
and/or credit default swaps) for their own accowamd for the accounts of their customers and maywatime hold
long and short positions in such securities antlungents. Such investment and securities activitiag involve the
Republic’s securities and instruments.

The Republic has agreed to indemnify the Lead Managainst certain liabilities, including liabiés
under the Securities Act, or to contribute to paytadhat the Lead Manager may be required to makause of
any of those liabilities.

Selling Restrictions
United States of America
No registration under Securities Act

The Notes have not been and will not be registanettr the Securities Act and may not be offeresotat
within the United States except pursuant to an g@ti@m from, or in a transaction not subject to, thgistration
requirements of the Securities Act and in compkandth any applicable state securities laws. Adraly, the
Notes are being offered, sold or delivered onlg) dutside the United States in offshore transastio reliance on
Regulation S and (b) in the United States only BBSQn connection with resales by the Lead Manaigergliance
on, and in compliance with, Rule 144A. In additiantil 40 days after the commencement of the wifgran offer
or sale of any of the Notes within the United Stdig any dealer (whether or not participating ia d¢fifering) may
violate the registration requirements of the Se@sriAct if the offer or sale is made otherwisentlia accordance
with Rule 144A.

Canada

The distribution of the Notes in Canada is beirapmonly on a private placement basis exempt fian t
requirement that the Republic prepare and file aspctus with the applicable securities regulatory
authorities. The Republic is not a reporting &30 any province or territory in Canada and itgd$ are not listed
on any stock exchange in Canada and there is ¢yrimem public market for the Notes in Canada. Republic
currently has no intention of becoming a reportisguer in Canada, filing a prospectus with any sges
regulatory authority in Canada to qualify the resafl the Notes to the public, or listing its setiasi on any stock
exchange in Canada. Accordingly, to be made inrdence with securities laws, any resale of theedlot Canada
must be made under available statutory exemptiom® fregistration and prospectus requirements orlurd
discretionary exemption granted by the applicatdmatiian securities regulatory authority. Canagiarchasers
are advised to seek legal advice prior to any eesfiihe Notes.

Each Canadian purchaser who purchases Notes oivadepplacement basis pursuant to this Canadian
offering circular will be deemed to have represerite and agreed with the Republic and the Lead Banthat
such purchaser: (i) is entitled under applicableusges laws to purchase such Notes without theefie of a
prospectus qualified under such securities lawsis(resident in Canada; (iii) is not a U.S. perss defined in Rule
902 of Regulation S under the U.S. Securities Ac1983; (iv) is purchasing the Notes with the bénef the
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prospectus exemption provided by Section 2.3 ofiddat Instrument 45-106 — Prospectus and Registrati
Exemptions (“NI 45-106") (that is, such purchasean “accredited investor” within the meaning of48-106 and

is either purchasing Notes as principal for its awgount, or is deemed to be purchasing the Natgsitacipal for
its own account in accordance with applicable seearlaws); (v) if not an individual, the purchaseas not created
or used solely to purchase or hold Notes as aredited investor under NI 45-106; (vi) is a perntttdient within
the meaning of National Instrument 31-103 — Regigin Requirements, Exemptions and Ongoing Registra
Obligations; and (vii) if required by applicablecaeties laws or stock exchange rules, the purchagkexecute,
deliver and file or assist the Republic in obtagnand filing such reports, undertakings and otleudchents relating
to the purchase of the Notes by the purchaser gsbmaequired by any securities commission, stoahange or
other regulatory authority.

United Kingdom
The Lead Manager has represented, warranted aeddthat:

(a) Financial promotion: it has only communicated or caused to be comoabed and will only
communicate or cause to be communicated any ifoitalr inducement to engage in investment activity
(within the meaning of section 21 of the Finan&atvices and Markets Act 2000 (the “FSMA”) received
by it in connection with the issue or sale of arotéé in circumstances in which section 21(1) ofRB&A
does not apply to the Republic; and

(b) General compliance: it has complied and will comply with all appllde provisions of the FSMA with
respect to anything done by it in relation to arogd$ in, from or otherwise involving the United gdom.

Republic of Italy

The offering of the Notes has not been registeriéid the Commissione Nazionale per le SocietaBoisa
(“CONSOB?”) pursuant to Italian securities legisteti The Lead Manager represents and agrees thaffen, sale
or delivery of the Notes or distribution of copiekthis Offering Circular or any other documentataig to the
Notes in the Republic of Italy will be effectedancordance with all Italian securities, tax andhexge control and
other applicable laws and regulations.

Any such offer, sale or delivery of the Notes mtribution of copies of this Offering Circular any other
document relating to the Notes in the Republidalfyimust be:

(a) made by an investment firm, bank or financial intediary permitted to conduct such activities in the
Republic of Italy in accordance with Legislativeddee No. 58 of 24 February 1998, CONSOB Regulation
No. 16190 of 29 October 2007 and Legislative Dettee385 of 1 September 1993 (the “Banking Law”)
(in each case as amended from time to time);

(b) in compliance with Article 129 of the Banking Lawdthe implementing guidelines of the Bank of Italy
as amended; and

(c) in compliance with any other applicable laws amgltations or requirement imposed by CONSOB or any
other Italian authority.

Switzerland

The Notes may not be publicly offered, sold or eatiged, directly or indirectly, in, into or from
Switzerland, as such term is used under the Swigte ©f Obligations, and will not be listed on thiX Swiss
Exchange or on any other exchange or regulatethtgddcility in Switzerland. Neither this Offerin@ircular nor
any other offering or marketing material relatirgthe Notes constitutes an Offering Circular ashstgem is
understood pursuant to article 652a or article 1dbe Swiss Code of Obligations or a listing @ffg Circular
within the meaning of the listing rules of the SBiss Exchange or any other regulated trading itiadih
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Switzerland and neither this Offering Circular @oty other offering or marketing material relatioghe Notes may
be publicly distributed or otherwise made publiaailable in Switzerland, as such term is used wuttde Swiss
Code of Obligations.

Singapore

This Offering Circular has not been registeredaasOffering Circular with the Monetary Authority of
Singapore under the Securities and Futures Act, 22 of Singapore (the “SFA”) and accordingly, Mates may
not be offered or sold, nor may the Notes be thxgesti of an invitation for subscription or purchaser may this
Offering Circular or any other document or mateiial connection with the offer or sale, or invitatidor
subscription or purchase of the Notes be circulatedistributed, whether directly or indirectly, amy person in
Singapore other than (i) to an institutional ineegas defined in Section 4A of the SFA) pursuar®eéction 274 of
the SFA, (ii) to a relevant person (as defined éat®n 275(2) of the SFA) pursuant to Section 2y5{lthe SFA,
or (iif) any person pursuant to an offer referredirt Section 275(1A) of the SFA, and in accordandt the
conditions specified in Section 275 of the SFA threowise pursuant to, and in accordance with thlitions of,
any other applicable provision of the SFA.

Where the Notes are subscribed or purchasediancel on an exemption under Sections 274 or 215eof
SFA, the Notes may not be sold within the periodiafmonths from the date of the initial acquisitiof them,
except to any of the following persons:

(a) an institutional investor (as defined in Section@fAhe SFA);
(b) a relevant person (as defined in Section 275(#{eSFA); or
(c) any person pursuant to an offer referred to iniGe@&75(1A) of the SFA,

unless expressly specified otherwise in Section(@76f the SFA or Regulation 32 of the Securities &utures
(Offers of Investments) (Shares and Debenturesylgggns 2005 of Singapore (the “SFR”).

Where the Notes are acquired by persons who &eard persons specified in Section 276 of the SFA,
namely:

(a) a corporation (which is not an accredited ite&s defined in Section 4A of the SFA)) the dalisiness
of which is to hold investments and the entire slapital of which is owned by one or more indiwty
each of whom is an accredited investor; or

(b) a trust (where the trustee is not an accrediteglstor) whose sole purpose is to hold investsiant each
beneficiary of the trust is an individual who isa&etredited investor; or

(©) the shares, debentures and units of sharedebehtures of that corporation or the beneficiarights and
interest (howsoever described) in that trust shatllbe transferred within 6 months after that coapon or
that trust has acquired the Notes pursuant tofen wfade under Section 275 of the SFA except:

(1) to an institutional investor (under Section 2¥4he SFA) or to a relevant person as defined in
Section 275(2) of the SFA, or any person pursuardrt offer that is made on terms that such
shares, debentures and units of shares and debemfuthat corporation or such rights or interest
in that trust are acquired at a consideration ¢fiess than $200,000 (or its equivalent in a fareig
currency) for each transaction, whether such ammutd be paid for in cash or by exchange of
securities or other assets and further for corporgf in accordance with the conditions specified
in Section 275(1A) of the SFA,;

(2) where no consideration is or will be given tloe transfer;
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3) where the transfer is by operation of law;
(4) as specified in Section 276(7) of the SFA; or
(5) as specified in Regulation 32 of the SFR.
Hong Kong
The Lead Manager has represented and agreed that:

(1) it has not offered or sold and will not offer ell in Hong Kong, by means of any document, Biojes
other than (a) to “professional investors” as dedin the Securities and Futures Ordinance (Cap). &7
Hong Kong (“SFO”) and any rules made under the @mice; or (b) in other circumstances which do not
result in the document being an “Offering Circulas defined in the Companies Ordinance (Cap. 32) of
Hong Kong or which do not constitute an offer te gublic within the meaning of that Ordinance; and

(2) it has not issued or had in its possessionther purposes of issue, and will not issue or havési
possession for the purposes of issue, whether itgHmng or elsewhere, any advertisement, invitation
document relating to the Notes, which is directedbathe contents of which are likely to be acedssr
ready by, the public of Hong Kong (except if petedtto do so under the securities laws of Hong Kong
other than with respect to Notes which are or mrenided to be disposed of only to persons outsategH
Kong or only to “professional investors” as definedhe SFO and any rules made under that Ordinance

Japan

The Notes have not been and will not be registareter the Financial Instruments and Exchange lfaw o

Japan (Law No. 25 of 1948, as amended) and, acgdydihe Lead Manager has undertaken that itrvatloffer or
sell any Notes directly or indirectly, in Japantoy or for the benefit of, any Japanese Persom atters for re-
offering or resale, directly or indirectly, in Japar to any Japanese Person except under circucastavhich will
result in compliance with all applicable laws, regions and guidelines promulgated by the relevdaganese
governmental and regulatory authorities and incefte the relevant time. For the purposes of gasgraph,
“Japanese Person“ shall mean any person residefdpan, including any corporation or other entityamised
under the laws of Japan.

United Arab Emirates (excluding the Dubai International Financial Centre)

The Lead Manager has represented and agreedhéhisibtes have not been and will not be offered eol
publicly promoted or advertised by it in the Unit&dhb Emirates other than in compliance with anwyslapplicable
in the United Arab Emirates governing the issugerofg and sale of securities.

The Lead Manager has acknowledged that the infoomabbntained in this Offering Circular does not
constitute a public offer of securities in the &itArab Emirates in accordance with the CommeKC@hpanies
Law (Federal Law 8 of 1984 (as amended)) or othemind is not intended to be a public offer andrtftemation
contained in this Offering Circular is not intendedlead to the conclusion of any contract of whever nature
within the territory of the United Arab Emirates.

Dubai International Financial Centre

The Lead Manager has represented and agreed thed hot offered and will not offer the Notes ttya
person in the Dubai International Financial Centnkess such offer is:

(a) an “Exempt Offer” in accordance with the Offér8ecurities Rules of the Dubai Financial Services
Authority (the “DFSA”); and
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(b) made only to persons who meet the ProfessiGhent criteria set out in Rule 2.3.2 of the DFSAnQuct
of Business Module.

Qatar

The Lead Manager has represented and agreed tiest not offered, sold or delivered and will ntieig
sell, or deliver, directly or indirectly, any Notés Qatar, except: (a) in compliance with all apgble laws and
regulations of Qatar; and (b) through persons opaate entities authorized and licensed to providestment
advice and/or engage in brokerage activity andéatet in respect of foreign securities in Qatar.

This Offering Circular has not been reviewed opraped by or registered with the Qatar Exchange, th
Qatar Central Bank or the Qatar Financial Marketghdrity. This Offering Circular is strictly prit@a and
confidential and may not be reproduced or usedafgr other purpose, nor provided to any person dtieer the
recipient thereof.

Chile

Neither the Republic nor the Notes are registéneithe Securities RegistryRégistro de Valorgsor the
Foreign Securities RegistriRégistro de Valores Extranjenosf the Chilean Securities and Insurance Comnmissio
(Superintendencia de Valores y Seguros de LloleSVS, or is subject to the control and supsovi of the SVS.
As unregistered securities, the Republic is notired to disclose public information about the Nate Chile. The
Notes may not be publicly offered in Chile unlessytare registered in the corresponding securigigstry. The
Notes may only be offered in Chile in circumstanites do not constitute a public offering under|€4m law or in
compliance with General Rule No. 336 of the SV&IrsBant to General Rule No. 336. The Notes mayivatply
offered in Chile to certain “qualified investorsiantified as such therein (which in turn are furtdescribed in
General Rule No. 216, dated June 12, 2008, of ¥%).S

This Offering Circular and other offering matesiaklating to the offer of the Notes do not congtita
public offer of, or an invitation to subscribe for purchase, the Notes in the Republic of Chil&eotthan to
individually identified purchasers pursuant to &gte offering within the meaning of Article 4 diig Chilean
Securities Market Actliey de Mercado de Valoregan offer that is not addressed to the publitaaje or to a
certain sector or specific group of the public).

General

No action has been taken by the Republic or byl el Manager that would, or is intended to, peanit
public offer of the Notes in any country or jurison where any such action for that purpose isired.

Accordingly, the Lead Manager has undertakenithaitl not, directly or indirectly offer or sellray Notes
or distribute or publish any offering circular, ghDffering Circular, form of application, advertisent or other
document or information in any country or jurisébot except under circumstances that will, to thet s its
knowledge and belief, result in compliance with applicable laws and regulations and all offers aaks of
Notes by it will be made on the same terms.
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BOOK-ENTRY SETTLEMENT AND CLEARANCE
Global Notes

The Notes will initially be issued in the formtefo registered notes in global form (which Ecuagibers
to in this Offering Circular as “Global Notes”), twout interest coupons, as follows:

* Notes sold to qualified institutional buyers iniaace on Rule 144A under the Securities Act will be
represented by one or more Global Notes (which @mueefers to in this Offering Circular as the
“Restricted Global Notes”); and

* Notes sold in offshore transactions to hon-U.Ss@es in reliance on Regulation S will be represbnte
by one or more Global Notes (which Ecuador refergtthis Offering Circular as the “Regulation S
Global Notes”).

Upon issuance, the Global Notes will be depositéith Whe common depositary and registered in the
nominee name of the common depositary for Euro@edrClearstream.

Ownership of beneficial interests in each GlobateNaill be limited to persons who either have actsu
with Euroclear (which Ecuador refers to in this €iffig Circular as the “Euroclear participants”)p@rsons who
have accounts with Clearstream (which Ecuador sefem this Offering Circular as the “Clearstrepanticipants”)
or to persons who hold interests through Eurogbeaticipants or Clearstream participants. The Repexpects
that under procedures established by Euroclear:

* upon deposit of each Global Note with the commaopodiary, Euroclear or Clearstream will credit
portions of the principal amount of the Global Nbtethe accounts of the Euroclear or Clearstream
participants designated by the Lead Manager; and

» ownership of beneficial interests in each Globata\will be shown on, and transfer of ownership of
those interests will be effected only through, rdsamaintained by Euroclear (with respect to irdere
of Euroclear participants) or Clearstream (withpees to interests of Clearstream participants)taed
records of Euroclear or Clearstream participantth(respect to other owners of beneficial inter@sts
each Global Note).

Investors may hold their interests in the Reguiafo Global Note directly through Euroclear or
Clearstream, Luxembourg, if they are participantghiose systems, or indirectly through organizatitmat are
participants in those systems. Investors may atdd their interests in the Regulation S Global Ntisough
organizations other than Euroclear or Clearstrdammembourg that are Euroclear participants. ThekBaf New
York Mellon, London Branch will act as the commagpdsitary for the interests in the Regulation Sc&ldNote.

Beneficial interests in the Global Notes may notexehanged for Notes in physical certificated form
except in the limited circumstances described below

Each Global Note and beneficial interests in ealdb#& Note will be subject to restrictions on tramsas
described under “Transfer Restrictions.”

Exchanges between the Global Notes
Beneficial interests in one Global Note may gengiia¢ exchanged for interests in another GlobaleNot
Depending on whether the transfer is being madmglar after the 40-day restricted period, and tactv Global

Note the transfer is being made, the Issuer ort@eusiay require the seller to provide certain emittertifications
in the form provided in the Indenture (as definreDescription of the Notes”).
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A beneficial interest in a Global Note that is sfamred to a person who takes delivery throughteerot
Global Note will, upon transfer, become subjectatty transfer restrictions and other proceduresicgipé to
beneficial interests in the other Global Note.

Book-Entry Procedures for the Global Notes

All interests in the Global Notes will be subject the operations and procedures of Euroclear dnd, i
applicable, Clearstream, Luxembourg. The Republavides the following summaries of those operatians
procedures solely for the convenience of investoh® operations and procedures of each settlenystdns are
controlled by that settlement system and may bagdrh at any time. None of the Republic, the Trysiag agent
or the Lead Manager is responsible for those ojperabr procedures.

Euroclear was created to hold securities for itsigpants and to facilitate the clearance andesagnt of
securities transactions between its participantsutih electronic book-entry changes to the accowht#s
participants. Euroclear’s participants include s#i@s brokers and dealers, including the Lead Manabanks and
trust companies; clearing corporations; and othrgrar@zations. Indirect access to Euroclear’s sysienalso
available to others such as banks, brokers, deatefdrust companies; these indirect participatgarahrough or
maintain a custodial relationship with a Euroclearticipant, either directly or indirectly. Invessowho are not
Euroclear participants may beneficially own se@esitheld by or on behalf of Euroclear only througiroclear
participants or indirect participants in Euroclear.

So long as the depositary is the registered owhar@lobal Note, that depositary will be considetiee
sole owner or holder of the Notes represented hy &lobal Note for all purposes under the IndentEpeept as
provided below, owners of beneficial interests iGlabal Note:

» will not be entitled to have Notes representedhay®lobal Note registered in their names;
« will not receive or be entitled to receive physjeartificated notes; and

* will not be considered the owners or holders of Mmes under the Indenture for any purpose,
including with respect to the giving of any directj instruction or approval to the Trustee under th
Indenture.

As a result, each investor who owns a beneficirést in a Global Note must rely on the procedofes
Euroclear to exercise any rights of a holder ofedainder the Indenture (and, if the investor isenparticipant or
an indirect participant in Euroclear, on the praced of the Euroclear participant through whichithestor owns
its interest in the Notes).

Payments of principal and interest with respe¢h®Notes represented by a Global Note will be nigde
the Trustee to the common depositary as the regdstieolder of the Global Note. Neither the Republar the
Trustee will have any responsibility or liabilitprf the payment of amounts to owners of beneficigdrests in a
Global Note, for any aspect of the records relatmgr payments made on account of those intebgsEuroclear,
or for maintaining, supervising or reviewing angards of Euroclear relating to those interests.

Payments by participants and indirect participamt&uroclear to the owners of beneficial interesta
Global Note will be governed by standing instruci@nd customary industry practice and will berésponsibility
of those participants or indirect participants &udoclear.

Transfers between participants in Euroclear willdifected under Euroclear’s procedures and will be
settled in same-day funds. Transfers between patits in Clearstream, Luxembourg will be effectadthe
ordinary way under the rules and operating procesiof those systems.

Cross-market transfers between Euroclear partitspam the one hand, and participants in Clearstrea
Luxembourg, on the other hand, will be effectedchimitEuroclear through the Euroclear participants Hre acting
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as depositaries for Clearstream, Luxembourg. Tdvefelor receive an interest in a Global Note heldai
Clearstream, Luxembourg account, an investor nmerstl sransfer instructions to Clearstream, Luxemipoas the
case may be, under the rules and procedures ofybigm and within the established deadlines afsysiem. If the
transaction meets its settlement requirements,r&feam, Luxembourg, as the case may be, will gestdictions

to its Euroclear depositary to take action to éffexal settlement by delivering or receiving irgsts in the relevant
Global Notes in Euroclear, and making or receivipgyment under normal procedures for same-day funds
settlement applicable to Euroclear. Clearstreammembourg participants may not deliver instructidivectly to the
Euroclear depositaries that are acting for Cleaastr, Luxembourg.

Euroclear and Clearstream, Luxembourg have agredtiet above procedures to facilitate transfers of
interests in the Global Notes among participantheose settlement systems. However, the settlesystéms are
not obligated to perform these procedures and risputinue or change these procedures at any Naigher the
Republic nor the Trustee nor any paying agent mave any responsibility for the performance by, dElear or
Clearstream, Luxembourg or their participants dirgct participants of their obligations under th#es and
procedures governing their operations.

Certificated Notes

Notes in physical, certificated form will be issuethd delivered to each person that Euroclear or
Clearstream identifies as a beneficial owner ofrtéiated Notes only if:

» the depositary notifies the Republic at any time this unwilling or unable to continue as depasit
for the Global Notes and a successor depositargtigppointed within 90 days;

* Euroclear or Clearstream ceases to be registereal elsaring agency under the U.S. Securities
Exchange Act of 1934 and a successor depositargtiappointed within 90 days; or

» the Trustee receives a notice from the registeptdeh of the Global Note requesting exchange of a
specified amount for individual note certificatedldwing a failure to pay at maturity or upon
acceleration of any Note.
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TRANSFER RESTRICTIONS

The Notes are subject to the following restrictians transfer. By purchasing Notes, each prospective
investor will be deemed to have made the follonatgnowledgments, representations to and agreemahtshe
Republic and the Lead Manager:

(1) Each prospective investor acknowledges that:

» the Notes have not been registered under the 8esufict or any other securities laws and
are being offered for resale in transactions tloatat require registration under the Securities
Act or any other securities laws; and

» unless so registered, the Notes may not be offed,or otherwise transferred except under
an exemption from, or in a transaction not subjectthe registration requirements of the
Securities Act or any other applicable securitégsl and in each case in compliance with the
conditions for transfer set forth in paragraphk@lpw.

(2) Each prospective investor represents that moisan affiliate (as defined in Rule 144 under the
Securities Act) of the Republic, that it is notiagton the Republic’'s behalf and that either:

* it is a qualified institutional buyer (as definedRule 144A) and is purchasing Notes for its
own account or for the account of another qualififestitutional buyer, and it is aware that the
Lead Manager is selling the Notes to it in relianneRule 144A; or

* itisnot a U.S. person (as defined in Regulatiam8er the Securities Act) or purchasing for
the account or benefit of a U.S. person, other thdrstributor, and it is purchasing Notes in
an offshore transaction in accordance with Reguried.

3) Each prospective investor acknowledges thaheethe Republic nor the Lead Manager nor any
person representing the Republic or the Lead Manlag made any representation to such prospectixestior
with respect to the Republic or the offering of tNetes, other than the information contained irs tBiffering
Circular. Each prospective investor represents thag relying only on this Offering Circular in rkimg its
investment decision with respect to the Notes. Badspective investor agrees that it has had adeessich
information concerning the Republic and the Notestdas deemed necessary in connection with iisida to
purchase Notes, including an opportunity to askstjoes of and request information from the Republic

4) Each prospective investor represents thatpurghasing Notes for its own account, or for one o
more investor accounts for which it is acting d&laciary or agent, in each case not with a viewotofor offer or
sale in connection with, any distribution of thet®&®in violation of the Securities Act, subjecttoy requirement of
law that the disposition of its property or the gy of that investor account or accounts be latraés within its
or their control and subject to its or their alilib resell the Notes pursuant to Rule 144A or afiner available
exemption from the registration requirements of 8ezurities Act. Each prospective investor agreest own
behalf and on behalf of any investor account foictht is purchasing Notes, and each subsequentehaif the
Notes by its acceptance of the Notes will agres, tintil the end of the applicable resale resticperiod pursuant
to Regulation S or Rule 144, the Notes may be edffesold or otherwise transferred only:

(a) to the Republic;
(b) under a registration statement that has beelardel effective under the Securities Act;

(©) for so long as the Notes are eligible for resahder Rule 144A, to a person whom the seller
reasonably believes is a qualified institutionaydsuthat is purchasing for its own account or foe ficcount of
another qualified institutional buyer and to whdnhas given notice that the transfer is being madeliance on
Rule 144A;
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(d) pursuant to Regulation S; or

(e) under any other available exemption from thgisteation requirements of the Securities Act;
subject in each of the above cases to any requireofelaw that the disposition of the seller's pedy or the
property of an investor account or accounts bdl &trees within the seller or such account’s cohtro

Each prospective investor also acknowledges that:

» the Republic and the Trustee reserve the rightquire, in connection with any offer, sale or other
transfer of Notes before the applicable resalerictish period ends pursuant to Regulation S or
Rule 144 under clauses (d) and (e) above, theatglief an opinion of counsel, certifications and/or
other information satisfactory to the Republic #me Trustee;

* Notes (other than those issued outside the Unitates pursuant to Regulation S) will, until the
expiration of one year from the original issuaneg¢edof the Notes (or such other date as specified i
Rule 144 or as specified in another applicable gtemm under the Securities Act), unless otherwise
agreed by us and the holder thereof, bear a lega@ostantially to the following effect:

THIS NOTE (OR ITS PREDECESSOR) WAS ORIGINALLY ISSDEN A TRANSACTION NOT SUBJECT

TO THE REGISTRATION REQUIREMENTS OF THE U.S. SECURES ACT OF 1933, AS AMENDED (THE
“SECURITIES ACT”), AND THIS NOTE MAY NOT BE OFFEREPSOLD OR OTHERWISE TRANSFERRED
IN THE ABSENCE OF REGISTRATION OR AN APPLICABLE EX#PTION THEREFROM. EACH

PURCHASER OF THIS NOTE IS HEREBY NOTIFIED THAT THBELLER OF THIS NOTE MAY BE

RELYING ON THE EXEMPTION FROM THE PROVISIONS OF SHE(ON 5 OF THE SECURITIES ACT
PROVIDED BY RULE 144A THEREUNDER.

THE HOLDER OF THIS NOTE AGREES FOR THE BENEFIT OFE ISSUER THAT (A) THIS NOTE MAY
BE OFFERED, RESOLD, PLEDGED OR OTHERWISE TRANSFERRBNLY (I) TO THE ISSUER OF THIS
NOTE, (Il) IN THE UNITED STATES TO A PERSON WHOM TEHSELLER REASONABLY BELIEVES IS A
QUALIFIED INSTITUTIONAL BUYER (AS DEFINED IN RULE ¥4A UNDER THE SECURITIES ACT) IN A
TRANSACTION MEETING THE REQUIREMENTS OF RULE 1444lll) OUTSIDE THE UNITED STATES
IN AN OFFSHORE TRANSACTION IN ACCORDANCE WITH RULE03 AND RULE 904 UNDER THE
SECURITIES ACT, (IV) PURSUANT TO AN EXEMPTION FROMREGISTRATION UNDER THE
SECURITIES ACT PROVIDED BY RULE 144 THEREUNDER (WVAILABLE) OR (V) PURSUANT TO AN
EFFECTIVE REGISTRATION STATEMENT UNDER THE SECURES ACT, IN EACH OF CASES (Il)
THROUGH (V) IN ACCORDANCE WITH ANY APPLICABLE SECURIES LAWS OF ANY STATE OF THE
UNITED STATES, AND (B) THE HOLDER WILL, AND EACH SBSEQUENT HOLDER IS REQUIRED TO,
NOTIFY ANY PURCHASER OF THIS NOTE FROM IT OF THE RBLE RESTRICTIONS REFERRED TO IN
(A) ABOVE.

BY ACCEPTANCE OF THIS NOTE BEARING THE ABOVE LEGENDWHETHER UPON ORIGINAL
ISSUANCE OR SUBSEQUENT TRANSFER, EACH HOLDER OF BHNOTE ACKNOWLEDGES THE
RESTRICTIONS ON THE TRANSFER OF THESE NOTES SET HBRABOVE AND AGREES THAT IT
SHALL TRANSFER THIS NOTE ONLY AS PROVIDED HEREIN AD IN THE INDENTURE.

THE FOREGOING LEGEND MAY BE REMOVED FROM THIS NOTEON SATISFACTION OF THE
CONDITIONS SPECIFIED IN THE INDENTURE.

* Notes issued outside the United States pursuaRetgulation S will, unless otherwise agreed by us
and the holder thereof, bear a legend substantatlye following effect:

THIS NOTE HAS NOT BEEN AND WILL NOT BE REGISTEREDNDER THE U.S. SECURITIES ACT OF
1933, AS AMENDED (THE “SECURITIES ACT”), OR WITH AN SECURITIES REGULATORY
AUTHORITY IN ANY JURISDICTION AND, ACCORDINGLY, MAY NOT BE OFFERED OR SOLD WITHIN
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THE UNITED STATES OR TO, OR FOR THE ACCOUNT OR BENHE OF, U.S. PERSONS EXCEPT IN
ACCORDANCE WITH THE INDENTURE AND PURSUANT TO AN EKMPTION FROM REGISTRATION
UNDER THE SECURITIES ACT OR PURSUANT TO AN EFFECHVREGISTRATION STATEMENT
UNDER THE SECURITIES ACT.

Each prospective investor acknowledges that theulitiep the Trustee, any agent, the Lead Manager and
others will rely upon the truth and accuracy of #m®ve acknowledgments, representations and agnéenfisach
prospective investor agrees that if any of the aalk@dgments, representations or agreements sudpguive
investor is deemed to have made by its purchabiafs is no longer accurate, it will promptly ngtihe Republic
and the Lead Manager. If any prospective investgrurchasing any Notes as a fiduciary or agenbra or more
investor accounts, such prospective investor repteghat it has sole investment discretion witpeet to each of
those accounts and that it has full power to makeabove acknowledgments, representations andnagnés on
behalf of each account.

155



TAXATION
Ecuador Taxation

The following is a general discussion of Ecuadot considerations. The discussion is based upen t
tax laws of Ecuador as in effect on the date of thifering Circular, which are subject to changeospective
investors should consult their own tax adviser$wé@spect to Ecuadorian tax consequences of tlestiment. This
summary does not discuss the effects of any tre#tiét may be entered into by, or be effective webpect to,
Ecuador.

All payments of principal and interest for the Notdfered for sale pursuant to this Offering Ciecidnd
accepted by the Republic, and any gains made lojd@hfrom such sale, will be exempt from any E@rah
income tax, including withholding tax, if the hotds a foreign holder, i.e.:

* The holder is an individual and is not residerthi® Republic for tax purposes; or

* The holder is a non-Ecuadorian entity that doeshotit the Notes through a permanent establishment
or fixed base in the Republic.

There are no Ecuadorian stamp, registration oflairdxes payable by a foreign holder in connectitih
offers or sales of Notes pursuant to this Offei@igular.

United States Federal Income Taxation
Generally

The following summary of certain material U.S. felléncome tax consequences to original purchasfers
the Notes of the purchase, ownership and disposdfahe Notes is based upon existing U.S. fede@me tax
laws, which are subject to change, possibly withoeetive effect. No assurances can be given tmathanges in
these laws or authorities will not affect the aemyrof the discussions set forth in this summahe Republic has
not sought any ruling from the U.S. Internal Reve@@ervice (the “IRS”) with respect to the stateraendde and
the conclusions reached in this discussion, ancetban be no assurance that the IRS will agree alitbf such
statements and conclusions.

This summary does not purport to discuss all aspafict.S. federal income taxation that may be eV
to a particular investor in light of that inves®rindividual circumstances, such as investors whHosetional
currency is not the U.S. dollar or certain typesnokstors subject to special tax rulesg( financial institutions,
insurance companies, dealers in securities or rotigg, certain securities traders, regulated invest companies,
pension plans, tax-exempt organizations and ink&dtolding Notes as a position in a “straddle,”rieersion
transaction,” or “constructive sale” transactioim).addition, this summary does not discuss any d@h; state, or
local tax considerations. This summary only apptiesnvestors that hold Notes as “capital assegghérally,
property held for investment) within the meaningtioé U.S. Internal Revenue Code of 1986, as ame(itied
“Code”).

For purposes of this summary, the term “U.S. Hdldeeans a beneficial owner of a Note who is, foB.U.
federal income tax purposes, an individual who é#iaen or resident of the United States, a cafon (including
an entity treated as a corporation for U.S. fede@dme tax purposes) created or organized in dewthe laws of
the United States, any state of the United StatébeoDistrict of Columbia, an estate whose incassubject to
U.S. federal income tax regardless of its source tmust if a court within the United States iseabb exercise
primary supervision over the administration of thest and one or more “United States persons,’efinet for U.S.
federal income tax purposes, have the authoritgotdrol all substantial decisions of the trust log trust was in
existence on August 20, 1996 and has in effect @ edection to be treated as a United States perHoa
partnership (or other entity treated as a partimgrfslm U.S. federal income tax purposes) holdsNuoges, the tax
treatment of a partner in such partnership willegafly depend upon the status of the partner aadhttivities of
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the partnership. As used herein, the term “non-Bi@der” means a beneficial owner of a Note thatasa U.S.
Holder for U.S. federal income tax purposes.

Prospective purchasers of Notes should consult tliedwn tax advisors concerning the U.S. federal
income tax consequences of the purchase, ownerstapd disposition of Notes in light of their particulr
circumstances, as well as the effect of any relevastate, local, foreign or other tax laws.

U.S. Holders
Payments of Interest and Additional Amounts

Ecuador expects, and the remainder of this sum@assymes, that the Notes will be issued at par ar at
discount that is de minimis for U.S. federal incotag purposes. Accordinglypayments of interest on a Note
generally will be taxable to a U.S. Holder as oagininterest income at the time they are receivedaoorued,
depending on the U.S. Holder’s regular method »faecounting. In addition to interest on a Not&).&. Holder
will be required to include any tax withheld frohetinterest payment as ordinary interest incomen évough such
holder did not in fact receive it, and any Addigmounts paid in respect of such tax withheld.

Interest (and any Additional Amounts) on the Natd$constitute income from sources outside thetelhi
States. Under the foreign tax credit rules, thegrest generally will be classified as “passiveegaty income” (or,
in certain cases, as “general category income”)clwimay be relevant in computing the foreign teeditrallowable
to a U.S. Holder under the U.S. federal incomdawas.

Sale, Exchange, Retirement or Other Taxable Dispdgn of a Note

A U.S. Holder generally will recognize gain or lagson the sale, exchange, retirement or other kaxab
disposition of a Note (including payments as a ltesbian acceleration) in an amount equal to théeince
between the amount realized upon that sale, exehartirement or other taxable disposition (ottemntamounts
representing accrued and unpaid interest, which biltaxed as such to the extent not previousuded in
income) and the U.S. Holder’s adjusted tax basihéNote. The amount realized is the sum of céss the fair
market value of any property received upon the, sdehange, retirement or other taxable dispositioa Note. A
U.S. Holder’s adjusted tax basis in a Note geneweill equal the U.S. Holder’s initial investmemt ihe Note. Gain
or loss generally will be capital, and will be letegm gain or loss if the Note is held for morerttame year. The
ability of a U.S. Holder to offset capital lossegaist ordinary income is limited. Any capital gaon loss
recognized on the sale, exchange, retirement ar dtixable disposition of a Note generally will toeated as
income or loss from sources within the United Stete foreign tax credit limitation purposes. THere, U.S.
Holders may not be able to claim a credit for armydtlorian tax imposed upon a disposition of a Notkess
(subject to special limits) such holder has otheome from foreign sources and certain other requénts are met.

Medicare Tax

A U.S. Holder that is an individual or estate, drust that does not fall into a special classfts that is
exempt from such tax, will be subject to a 3.8% daxthe lesser of (i) the U.S. Holder’s “net invesht income”
(or, in the case of an estate or trust, the “unitisted net investment income”)for the relevantatale year and
(ii) the excess of the U.S. Holder's modified atigasgross income for the taxable year over a cettaieshold
(which in the case of individuals will be betweerS1$125,000 and U.S.$250,000, depending on theidchdil’s
circumstances). A U.S. Holder’s net investment imeagenerally will include its interest income atglriet gains
from the disposition of a Note, unless such inteisome or net gains are derived in the ordinayrse of the
conduct of a trade or business (other than a watlesiness that consists of certain passive dimgeactivities).

I nformation with Respect to Foreign Financial Assets

Owners of “specified foreign financial assets” wéth aggregate value in excess of U.S.$50,000 olashe
day of the taxable year, or U.S.$75,000 at any tdueng the taxable year generally will be requitedfile
information reports with respect to such asseth thieir U.S. federal income tax returns. Dependinghe holder’s
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circumstances, higher threshold amounts may apflpecified foreign financial assets” include anwancial
accounts maintained by foreign financial institngpas well as any of the following, but only iéthare not held in
accounts maintained by certain financial institusio (i) stocks and securities issued by non-U.Ssqpes,
(ii) financial instruments and contracts held fovestment that have non-U.S. issuers or countéspaend
(iii) interests in non-U.S. entities. The Notes nimgytreated as specified foreign financial assetslS. Holders
may be subject to this information reporting regifailure to file information reports may subjecSUHolders to
penalties. U.S. Holders should consult their ownéaevisors regarding their obligation to file infoation reports
with respect to the Notes.

Non-U.S. Holders
Payments of Interest and Additional Amounts

Subject to the discussion below of backup withhraddipayments of interest and any Additional Amounts

on the Notes generally are not subject to U.S.rlddecome tax, including withholding tax, if patd a “non-U.S.
Holder,” as defined above, unless the interesftfectvely connected with such non-U.S. Holder'sidact of a
trade or business within the United States (an@nifincome tax treaty applies, the interest ishattable to a
permanent establishment or fixed place of businesatained by such non-U.S. Holder within the Uthiftates).
In that case, the non-U.S. Holder generally willsobject to U.S. federal income tax in respectushsinterest in
the same manner as a U.S. Holder, as describec.aBomon-U.S. Holder that is a corporation maycertain
circumstances, also be subject to an additionartin profits tax” in respect of any such effectivebnnected
interest income currently imposed at a 30% rateif{attributable to a permanent establishment taaied by such
non-U.S. Holder within the United States, a lovaerunder an applicable tax treaty).

Sale, Exchange, Retirement or Other Taxable Disposition of a Note

Subject to the discussion below of backup withimadia non-U.S. Holder generally will not be subjerct
U.S. federal income or withholding tax on any ge#alized on the sale, exchange, retirement or dthable
disposition of a Note unless: (1) the gain is é¢ftety connected with the conduct by such non-UHSlder of a
trade or business within the United States (anifncome tax treaty applies, the gain is attribigté#o a permanent
establishment or fixed base in the United Stat#s)?) such non-U.S. Holder is a nonresident ahelividual, who
is present in the United States for 183 or mores dayhe taxable year of the disposition and certéther conditions
are met. Non-U.S. Holders who are described urijealfove generally will be subject to U.S. fedémabme tax
on such gain in the same manner as a U.S. Holdkrifathe non-U.S. Holder is a foreign corporatisach holder
may also be subject to the branch profits tax ardeed above. Non-U.S. Holders described underat@yve
generally will be subject to a flat 30% tax on tfen derived from the sale, exchange, retiremerdtioer taxable
disposition of Notes, which may be offset by certdiS. capital losses (notwithstanding the fact suieh holder is
not considered a U.S. resident for U.S. federadnme tax purposes). Any amount attributable to aethut unpaid
interest on the Notes generally will be treatethimn same manner as payments of interest, as deaiiove under
“—Payments of Interest and Additional Amounts.”

Backup Withholding and Information Reporting

In general, information reporting requirements \aliply to payments of principal of and interest angt
Additional Amounts on the Notes to non-corporat8.UHolders if such payments are made within theddnbtates
or by or through a custodian or nominee that i&)&" Controlled Person,” as defined below. Backughvolding
will apply to such payments if a U.S. Holder fditsprovide an accurate taxpayer identification nemdr, in the
case of interest payments and the accrual of stiefials to certify that it is not subject to bagkwithholding or is
notified by the IRS that it has failed to report iaterest and dividends required to be shown erlJitS. federal
income tax returns.

Non-U.S. Holders are generally exempt from thegsbhalding and reporting requirements (assuming that
the gain or income is otherwise exempt from U.8efal income tax), but such non-U.S. Holders mayeogired
to comply with certification and identification edures in order to prove their exemption. If a-tb8. Holder
holds a Note through a foreign partnership, thestfication procedures would generally be apptieduch holder
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as a partner. The payment of proceeds of a satedamption of Notes effected at the U.S. officeadbroker
generally will be subject to the information refogt and backup withholding rules, unless such ndd-Wolder
establishes an exemption. In addition, the inforomateporting rules will apply to payments of preds of a sale or
redemption effected at a non-U.S. office of a brakat is a U.S. Controlled Person, as definedvbelmless the
broker has documentary evidence that the holddoeaeficial owner is not a U.S. Holder (and has ntwal
knowledge or reason to know to the contrary) orttbleler or beneficial owner otherwise establistreexemption.

As used herein, the term “U.S. Controlled Persorans:
* a‘“United States person;”
* a controlled foreign corporation for U.S. federatome tax purposes;

* anon-U.S. person 50% or more of whose gross ingsrderived for tax purposes from the conduct of
a U.S. trade or business for a specified three-pesaod; or

e anon-U.S. partnership in which United States pesdmld more than 50% of the income or capital
interests or which is engaged in the conduct of& Wade or business.

Backup withholding is not an additional tax. Any @amts withheld under the backup withholding rules

from a payment to a holder of a Note generally Wwél allowed as a refund or a credit against thddnd U.S.
federal income tax liability as long as the holgesvides the required information to the IRS ifnaely manner.
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VALIDITY OF THE NOTES

The validity of the Notes will be passed upon omaleof the Republic by th€oordinador General
Juridico of the Ministry of Finance of the Republic, Ecuadarcounsel to the Republic, and by Hogan Lovelss U
LLP, U.S. counsel to the Republic. The validitytloé Notes will be passed upon on behalf of the Iidadager by
Pérez Bustamante & Ponce, Ecuadorian counsel tde¢hd Manager, and by Clifford Chance US LLP, U.S.
counsel to the Lead Manager. As to all mattersafaforian law, Hogan Lovells US LLP will rely oretlopinion
of the Coordinador General Juridicof the Ministry of Finance of the Republic, andffolid Chance US LLP will
rely upon the opinion of Pérez Bustamante & Ponce.

In connection with the issuance of the Notes Atterney General will issue a “Pronouncement” itatien
to each of the Indenture, the Purchase AgreemehthenNotes which will constitute the required autrations for
the Ministry of Finance to be able to agree to thes of the State of New York as the governing lafwthe
Indenture, the Purchase Agreement and the Notegelhas the submission to arbitration provisioasaut therein.

Local counsel to the Lead Manager has confirmed the provision of the legal opinion from the
Coordinador General Juridicof the Ministry of Finance and the Pronouncemaeet fally compliant from an
Ecuadorian law perspective.
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GENERAL INFORMATION

1. The Regulation S Global Note and the RestriGémbal Note have been accepted for clearance
and settlement through Euroclear and Clearstreamerhbourg. The common codes for the Regulation ébabl
Note and the Restricted Global Note are 153507 1@B1%63507210, respectively, and the InternatioreauBties
Identification Numbers for the Regulation S Globadte and the Restricted Global Note are XS153506 i8I
XS1535072109, respectively.

2. The Republic has obtained all necessary consampsovals and authorizations in the Republic of
Ecuador in connection with the issue and perforrmasfdhe Notes. The issue of the Notes was autbary the
Republic’s Debt and Finance Committee under ActsoReiva No. 029 dated December 8, 2016.

3. The Republic is involved in certain litigatiomda administrative arbitration proceedings. See
“Legal Proceedings.”

4. On April 28, 2016, Moody's Investors Serviceirafied the Republic’s long-term Government
bond ratings at “B3” with a “stable outlook.” Orugust 4, 2016, Standard & Poor’s Ratings Serviffasned the
Republic’s foreign long-term issuer rating at “Bitlva “stable outlook.” On August 25, 2016, thepRilic’'s long-
term foreign currency issuer default rating by IriRatings was affirmed at “B,” but the rating oo#towvas revised
from “stable” to “negative.”

Ratings are not a recommendation to purchase, drotetll securities and may be changed, suspended or
withdrawn at any time. The Republic’s current rgtirand the rating outlooks currently assigned @oRbpublic are
dependent upon economic conditions and other fadecting credit risk that are outside the cdnofothe
Republic. Any adverse change in the Republic’'sitratings could adversely affect the trading prfimethe Notes.
Each rating should be evaluated independently efothers. Detailed explanations of the ratings beybtained
from the rating agencies.

5. Application has been made to list the Notes lom ©fficial List of the Luxembourg Stock
Exchange and to have the Notes admitted to tramlinpe Euro MTF Market. So long as any of the Naireslisted
on the Luxembourg Stock Exchange, the Republicmdintain a paying agent and transfer agent in inbairg.

6. Copies of the following documents may be obtajnieee of charge, on any business day
(Saturdays, Sundays and public holidays excepteitheaoffice of the Paying Agent in Luxembourg end as any
of the Notes are listed on the Luxembourg StockhBrge:

(a) the Indenture incorporating the forms of Gld@eates;

(b) this Offering Circular;

(c) copies of the 2008 Constitution, and the LUegjiee Decrees of the Republic referred to in
paragraph 2 above (in Spanish); and

(d) copies of the Republic’'s consolidated pubBcter fiscal accounts for the last calendar year (a
and when available in English).

7. Other than as disclosed herein, (including imfation that has been updated as of September 30,
2016), there has been no material adverse charthe iimancial condition of the Republic which isterial in the
context of the issue of the Notes since Septembe?P(BL6.

8. Save as disclosed in “Legal Proceedings,” tlepuRlic is not involved in any litigation or

arbitration proceeding relating to claims or amsunhich are material in the context of the issuéhefNotes nor,
as far as the Republic is aware, is any litigapiending or threatened.
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