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In February 2017, La Empresa Publica de Exploragi@xplotacion de Hidrocarburos Petroamazonas E® “(ssuer”) issued U.S.$315,339,980.55 aggregate
principal amount of 4.625% Notes due 2020 (the €88, pursuant to an indenture (the “Indenture’een the Issuer, the Republic of Ecuador and TdrekB
of New York Mellon (the “Trustee”), dated Februakg, 2017 (the “Issue Date”). The Notes were issivedriginal holders at an issue price of 100%.sThi
Remarketing Circular relates to a remarketing d.8315,339,980 aggregate principal amount of tiNtes (the “Remarketed Notes”) whose original hadde
(the “Selling Securityholders”) have elected totiggpate in the remarketing. The Remarketed Notédkhe governed by the same Indenture as, and have
substantially the same terms as the Notes, witlexiception of certain restrictions on transferhaf Notes which will not apply to the RemarketedééotInterest
on the Notes is payable monthly in arrears on 8th tlay of each month. The first interest paymecuaed on March 16, 2017 and the first interegnpent on
the Remarketed Notes will be made on June 16, 2Rfificipal on the Remarketed Notes is payable inthip arrears on the ¥&day of each month. The first
principal payment on the Remarketed Notes will kedenon March 16, 2019. The Notes will mature onrlly 16, 2020. Petroamazonas will not receive
proceeds from the remarketing of the Remarkete@$ldthe Notes are unconditionally and irrevocablgrgnteed (the “Guarantee”) by the Republic of Hona
(the “Guarantor”). The obligations of the Guaraniader the Guarantee constitute the general, dinastecured, unsubordinated and unconditional atitigs of
the Guarantor, are backed by the full faith andlitref the Guarantor and rank equally in terms oéngity only with the External Indebtedness (ottlean
Excluded Indebtedness) (each term as defined henelar “Description of the Notes and the Guaranteéthe Guarantor; provided that such rankinguiserms

of priority only and does not require that the Gurtor make ratable payments on the Guarantee witmpnts made on its other External Indebtedness.

The Notes contain provisions, commonly known adléctive action clauses,” regarding accelerationthef Notes and voting on future amendments, madifins
and waivers to the terms and conditions of the dloflese provisions, which are described in théasecentitled “Description of the Notes and thea@ntee—
Events of Default” and “Description of the Noteslahe Guarantee—Modifications—Collective Action|ffer from those applicable to certain of the Remib
outstanding External Indebtedness (as definedrefgnder such provisions, the Issuer and the Repoiay: (a) amend the payment provisions of theeN@nd
certain other reserved matters with the consetiteoholders of 75% of the aggregate amount of titst@nding Notes and other non-reserved mattehstiaét consent
of the holders of 68% of the aggregate amount of the outstanding N@@anake reserved matter modifications affectiwg br more series of debt securities
with the consent of (x) holders of at least86 of the aggregate principal amount of the outstapdebt securities of all series that would besetiéd by that
reserved matter modification (taken in aggregate) @) holders of more than 50% of the aggregaitecfal amount of the outstanding debt securitiesazh
affected series (taken individually); or (c) makserved matter modifications affecting two or meeges of debt securities with the consent of hrsldé at least
75% of the aggregate principal amount of the ontlitay debt securities of all affected series (takemggregate), provided that the Uniformly Appbtz
condition is satisfied, as more fully describedDrescription of the Notes and the Guarantee —Madifons—Collective Action.”

Except as described herein, payments on the Natielseamade without deduction for or on accountthholding taxes imposed by the Issuer and theuBkp
There is currently no public market for the Not&pplication has been made to the Irish Stock Exgeapic (the “Irish Stock Exchange”) for the Remaekk
Notes to be admitted to the Official List (the “@f&l List”) and to trading on the Global Exchanfarket of the Irish Stock Exchange (the “Global Exnge
Market”). This Remarketing Circular constitutegitig particulars for the purpose of this applicatend has been approved by the Irish Stock Exchariye
Remarketed Notes are in registered form and, iitdoncircumstances, definitive form in minimum derinations of U.S.$200,000 and integral multiples of
U.S.$1.00 in excess thereof.

See “Risk Factors” beginning on page 39 regardingectain risk factors you should consider before invsting in the Notes.

Remarketing Price: 90.984%
Delivery of the Remarketed Notes will be made oalmut May 16, 2017.
The Notes have not been and will not be registeraghder the Securities Act of 1933, as amended (theSécurities Act”). The Notes may not be sold
within the United States or to U.S. persons excepb qualified institutional buyers in reliance on the exemption from registration provided by Rule 144A
under the Securities Act and offered and sold to ctin persons in offshore transactions in relianceon Regulation S under the Securities Act
(“Regulation S”). You are hereby notified that sellers of the Notes may be relying on the exemptiomdm the provisions of Section 5 of the Securitiesc
provided by Rule 144A under the Securities Act.
The Remarketed Notes will be represented by omaae permanent global notes in fully registeredrfavithout interest coupons, deposited with a common
depositary for Euroclear Bank S.A./N.V. (“Eurocl§aand Clearstream Bankingpciété anonymgClearstream”). Beneficial interests of Euroclearticipants
in the global notes will be shown on, and transtheseof between Euroclear participants will beeetiéd only through, records maintained by Eurociesf its
direct and indirect participants, including Clesgam Bankingsociété anonymeSee “Book-Entry Settlement and Clearance.”

ANY OFFER OR SALE OF NOTES IN ANY MEMBER STATE OFHE EUROPEAN ECONOMIC AREA (THE “EEA") THAT HAS IMPEMENTED
DIRECTIVE 2003/71 EC (THE “PROSPECTUS DIRECTIVE") W8T BE ADDRESSED TO QUALIFIED INVESTORS (AS DEFINEDN THE
PROSPECTUS DIRECTIVE).
Remarketing Agent and Initial Purchaser
Citigroup
The date of this Remarketing Circular is May 16120



IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RE LY ON THEIR OWN
EXAMINATION OF THE ISSUER AND OF THE REPUBLIC AND T HE TERMS OF THE
REMARKETING, INCLUDING THE MERITS AND THE RISKS INV ~ OLVED.

You should rely only on the information contained i this Remarketing Circular or to which the
Issuer and the Republic of Ecuador have referred ya The Issuer and Ecuador have not, and the
Remarketing Agent has not, authorized anyone to pnade you with information that is different from the
information contained in this Remarketing Circular. This Remarketing Circular may only be used wheret
is legal to sell these Notes. The information irhis Remarketing Circular may only be accurate on tle date of
this Remarketing Circular.

This Remarketing Circular may only be used forgheposes for which it has been published.
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The Notes are general, direct, unsecured, unsutaiedi and unconditional obligations of the Issaad
will rank equally in terms of priority with the Issr's External Indebtedness, as defined in “Desionpof the Notes
and the Guarantee”, provided that, such ranking isrms of priority only and does not require ttregt Issuer make
ratable payments on the Notes with payments madi#soother External Indebtedness. The obligatiohshe
Guarantor under the Guarantee are general, diresgcured, unsubordinated and unconditional olptiggitof the
Guarantor, are backed by the full faith and creflithe Guarantor and rank equally in terms of jfowith the
Guarantor’s External Indebtedness (other than Ebedlundebtedness), as defined in “Description efMotes and
the Guarantee”, provided, that, such ranking iseims of priority only and does not require that Buarantor
make ratable payments on the Notes with paymenteraa its other External Indebtedness.

The Remarketed Notes are in registered form onbtedl sold in offshore transactions in reliance on
Regulation S under the Securities Act will be reprged by one or more permanent global notes inredistered
form without interest coupons (the “Regulation $l63ll Note”) and Remarketed Notes sold in the UnSeates to
qualified institutional buyers (each a “qualifienkiitutional buyer”) as defined in, and in reliammg Rule 144A
under the Securities Act (the “Rule 144A”) and viadl represented by one or more permanent globas motfully
registered form without interest coupons (the “Retgd Global Note” and, together with the Reguliats Global
Note, the “Global Notes”), in each case depositéth @ common depositary for, and registered inribminee
name of a common depositary for Euroclear for #epective accounts at Euroclear as such subscnizgrslirect.
Beneficial interests of Euroclear participants (efined under “Book-Entry Settlement and Clearahde”the
Global Notes will be shown on, and transfers thiebetween Euroclear participants will be effectedydhrough,
records maintained by Euroclear and its direct iadlitect participants, including Clearstream. SBedk-Entry
Settlement and Clearance.” Except as describednhelefinitive Remarketed Notes will not be issureaéxchange
for beneficial interests in the Global Notes. SBescription of the Notes and the GuarantBefinitive Notes.”
For restrictions on transfer applicable to the Npsee “Transfer Restrictions” and “Subscriptiod &Sale.”

Each of the Issuer and Guarantor accepts resphitysfor the information contained in this Remarket
Circular and declares that, having taken all reablencare to ensure that such is the case, theriafmn contained
in this Remarketing Circular is, to the best ofkit®wledge, in accordance with the facts and coatab omission
likely to affect its import.

This Remarketing Circular does not constitute dardfy, or an invitation by or on behalf of, theusr,
the Guarantor or the Remarketing Agent to subsdobar purchase any of the Remarketed Notes. Baapient
shall be deemed to have made its own investigatimh appraisal of the financial condition of theulssand the
Guarantor. The distribution of this RemarketingcGlar or any part of it and the offering, possassisale and
delivery of the Remarketed Notes in certain judidns may be restricted by law. Persons into wipmssession
this Remarketing Circular comes are required byl#iseer, the Guarantor and the Remarketing Ageirtftom
themselves about and to observe any such restisct®ee “Subscription and Sale” and “Transfer Retgins” for a
description of further restrictions on the offealesand delivery of Notes, the distribution of titemarketing
Circular, and other offering material relating he tRemarketed Notes.

Each purchaser of Remarketed Notes sold outsidéJttited States in reliance on Regulation S will be
deemed to have represented that it is not puropd®@marketed Notes with a view to distribution #oérin the
United States.

Each person purchasing Remarketed Notes pursu&ui¢al44A will be deemed to:

* represent that it is purchasing the RemarketedsNioteits own account or an account with respect to
which it exercises sole investment discretion dmat it or such account is a qualified institutional
buyer (as defined in Rule 144A); and

* acknowledge that the Remarketed Notes have not &eemvill not be registered under the Securities
Act or any State securities laws and may not b&ewsl, resold, pledged or otherwise transferred
except as described under “Transfer Restrictions.”

* Each person purchasing Remarketed Notes pursuRul¢ol44A also acknowledges that:



* it has been afforded an opportunity to request ftieenlssuer and the Guarantor and to review, and it
has received, all additional information considebgdt to be necessary to verify the accuracy ef th
information herein and acknowledges that the piialny and final remarketing circulars supersede
any other information or presentation regardingl$iseier and the Guarantor;

* it has not relied on the Remarketing Agent or aagspn affiliated with the Remarketing Agent in
connection with its investigation of the accuradytlee information contained in this Remarketing
Circular or its investment decision; and

* no person has been authorized to give any infoomatr to make any representation concerning the
Issuer, the Guarantor or the Notes other than tboastined in this Remarketing Circular and, ifegiv
or made, such information or representation shoatde relied upon as having been authorized by the
Issuer, the Guarantor or the Remarketing Agent.

IN CONNECTION WITH THIS OFFERING OF NOTES, THE REMA RKETING AGENT MAY,
ITSELF OR THROUGH ITS AFFILIATES, OVERALLOT OR EFFE CT TRANSACTIONS WHICH
STABILIZE OR MAINTAIN THE MARKET PRICE OF THE REMAR KETED NOTES AT A LEVEL
WHICH MIGHT NOT OTHERWISE PREVAIL IN THE OPEN MARKE T, TO THE EXTENT
PERMITTED BY APPLICABLE LAWS. SUCH STABILIZING, IF COMMENCED, MAY BE
DISCONTINUED 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” aren 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 “Petroamazonas”, and the “Compang’ tar La Empresa Publica de Exploracion vy
Explotacién de Hidrocarburos PetroAmazonas EP.

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 Remarketing Ciecuhave been rounded for ease of presentation.
Percentage figures included in this Remarketinguar have not in all cases been calculated orbdises of such
rounded figures but on the basis of such amouis farrounding.

Certain economic and financial data in this RemiamgeCircular is derived from information previoysl
published byBanco Central del Ecuadofthe “Central Bank”), other Governmental entitiek Ecuador and
Petroamazonas. This data is subject to correatiohchange in subsequent publications.

FORWARD-LOOKING STATEMENTS

This Remarketing Circular contains certain forwhooking statements (as such term is defined in the
Securities Act) concerning Petroamazonas and tipailiie. These statements are based upon belietertdin
Government and Petroamazonas officials and othensedl as a number of assumptions and estimatésatiea
inherently subject to significant uncertainties,nyaf which are beyond the control of Petroamazamad the
Republic. Future events may differ materially frdmse expressed or implied by such forward-loolstagements.
Such forward-looking statements include informationtained in the sections “Remarketing Circulam8wary and



Recent Developments,” “Description of the Busine$Ehe Republic of Ecuador,” “The Ecuadorian Econgin
“Balance of Payments and Foreign Trade,” “Monefaygtem,” “Public Sector Finances” and “Public Dedt’well

as:

Factors external to Ecuador, such as:

lower petroleum and mineral prices, which could eadely affect Petroamazonas’ business and
Ecuador’s economy, fiscal accounts and InternatiBeaerves (defined herein);

damage to and volatility in the international capiharkets for emerging markets issuers caused by
economic conditions in other emerging markets &edternational capital markets generally, which
could affect Petroamazonas’ and Ecuador’s abtilitgrigage in planned borrowing;

changes in import tariffs and exchange rates oérotountries, which in the case of Petroamazonas
could harm its oil production and in the case oti&itor, could harm Ecuador’s exports and, as a
consequence, have a negative impact on the groWtRetvoamazonas’ business and Ecuador’'s
economy;

recession or low growth in the economies of Ecuadwmading partners, particularly of the United
States and the European Union, which could lealg¢ds oil production and affect Petroamazonas’
growth and in the case of the Republic, could keai@wer exports and affect Ecuador’s growth;

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

changes in credit rating of Petroamazonas and ¢peilftic;

the impact of changes in the international priceahmodities and in particular, oil, with respeat t
Petroamazonas;

higher international interest rates, which couldréase Petroamazonas’ and Ecuador’s debt service
requirements and require a shift in budgetary ediperes toward additional debt service; and

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

Factors internal to Ecuador, such as:

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 “Risktbrs.”

In addition, in those and other portions of thisrReketing Circular, the words “anticipates,” “bels,”
“contemplates,” “estimates,” “expects,” “plans,’htends,” “projections” and similar expressionstltasy relate to
Petroamazonas and the Republic, are intendedntifidorward-looking statements.



Undue reliance should not be placed on forwardilapkstatements, which are based on current
expectations. Forward-looking statements are ncaraguees of future performance. They involve risks,
uncertainties and assumptions. Future results didgr materially from those expressed in forwaodking
statements. Many of the factors that will detemnihese results and values are beyond Petroamazoththe
Republic’s ability to control or predict. Becausktbe risks and uncertainties involved, an investingecision
based on the estimates and forward-looking statenstrould not be made. All forward-looking statetseand risk
factors included in this Remarketing Circular ar&de as of the date on the front cover of this Rketizxg Circular,
based on information available to PetroamazonagtandRepublic as of such date, and neither Petrpamas nor
Ecuador assumes any obligation to update any forleanking statement or risk factor.



ARBITRATION AND ENFORCEABILITY

The Issuer is a public company wholly owned by @Guwarantor and the Guarantor is a sovereign state.
Consequently, it may be difficult for investorsdiotain or realize upon judgments in the courtdeflnited States
or otherwise to enforce the Issuer’s obligationdairthe Notes and the Guarantor’s obligations utiteGuarantee.
Under its Constitution, the Guarantor recognizdsitration, mediation and other alternative disprgsolution
proceedings for the resolution of controversiesthiée the Issuer nor the Guarantor has consentdéteturisdiction
of any court in connection with actions arising ofirelating to or having any connection with thetéé. Instead,
they have each submitted to arbitration under iRALRules (as defined below). This submission tateation has
been approved by the Office of the Attorney Genasahe competent body of the Republic which atate courts
to decide certain matters as described below. $eescription of the Notes and the Guarant8evereign
Immunity.” The Issuer and the Guarantor have agreethe following arbitration provisions (which shae
governed by English law) as part of the terms amttlitions of the Notes:

(a) Any dispute, controversy or claim of any natamsing 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 Issuer or Guarantor is a party, claim@spondent or is otherwise necessary thereto,
will not be referred to a court of any jurisdictiamd will instead be referred to and finally
resolved by arbitration under the Rules of the lam@ourt of International Arbitration (“LCIA”)
(“LCIA Rules”) as at present in force and as maifby the Indenture, in which LCIA Rules are
deemed to be incorporated by reference. In paaticul

® There will be three arbitrators;

(i) Each arbitrator will be an English or New York dtiatl 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; and

(iii) If there are two parties to the Dispute, each pavity be entitled to nominate one
arbitrator. If there are multiple claimants androultiple respondents, all claimants
and/or all respondents will attempt to agree upair respective nomination(s) such that
the claimants will together be entitled to nominate arbitrator and the respondents will
together be entitled to nominate one arbitratéranly such party or multiple parties fail
to nominate an arbitrator within 30 days from andluding the date of receipt of the
relevant request for arbitration, an arbitrator| yaé appointed on their behalf by the
LCIA Court in accordance with the LCIA Rules andolgmg the criteria at clause (ii)
above. In such circumstances, any existing nomainar 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;

(b) The third arbitrator and chairman of the additribunal 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 wéllbondon, England;

(d) The language to be used in the arbitration bélEnglish. The arbitration provisions contaiired
the Indenture will be governed by English law; and

(e) Without prejudice to any other mode of servadlwed by law, each of the Issuer and the
Guarantor thereby appoints Law Debenture Corpdateices Limited, with its registered office
at 5/F, 100 Wood Street, EC2V 7EX, London, Englé&hé “Process Agent”) as its agent under
the Indenture for service of process in relatioraty proceedings before the English courts in
relation to any arbitration contemplated by the elmdire or in relation to recognition or
enforcement of any such arbitral award obtaineatrordance with the Indenture.
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If the Process Agent is unable to act as the Issnefor the Guarantor’s agent under the Indenturé¢hie
service of process, the Issuer and/or the Guaraasoapplicable, must immediately (and in any ewsttiin ten
days of the event taking place) appoint anothenta@e“Replacement Agent”) on terms acceptablééoTirustee.

The Issuer and the Guarantor agree that failuréhbyProcess Agent or, as applicable, a Replacement
Agent, to notify the Republic of the process witk invalidate the proceedings concerned.

Under the terms of the Notes, each holder of theedNis deemed to have agreed to the use of arditrat
under the LCIA Rules to resolve any dispute, cargrsy or claim of any nature arising out of, reigtto or having
any connection with the Notes. Accordingly, anurt@roceedings brought against the Issuer andéofGuarantor
by a holder of the Notes (other than to enforcarhitration award) may be stayed in favor of agbian.

The Issuer has not waived sovereign immunity iatreh to the Notes and the Guarantor has not waived
sovereign immunity in relation to the Guaranteeweieer, the Issuer has undertaken not to invokedsfignse on
the basis of any kind of immunity, for itself andits assets, which do not constitute “Immune Prigpén respect
of legal actions or proceedings in connection wlta Notes and the Guarantor has undertaken noivake any
defense on the basis of any kind of immunity, feelf and/or its assets, which do not constituterfiune Property”
in respect of legal actions or proceedings in cotioe with the Guarantee.

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

(a) any property which is used or designated fa& usthe performance of the functions of the
diplomatic mission of Ecuador or its consular posts

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

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

(d) unexploited natural non-renewable resourcéscumador;

(e) funds managed in the National Treasury Acc¢defined herein);

® assets and resources comprising available monstserves of Ecuador;

(9) public domain assets used for providing puséicvices in Ecuador;

(h) national assets located in the territory of &inr and belonging to the Republic, such as sireets

bridges, roads, squares, beaches, sea and latedaneer 4,500 meters above sea level;
® accounts of the Central Bank, whether theyteld abroad or locally; and
()] public entities’ deposits with the Central Bamkhether they are maintained abroad or locally.

The decision of any arbitral tribunal shall be fitmthe fullest extent permitted by law. The kssand the
Guarantor submit to the jurisdiction of any Ecudaloicourt or of any court outside the Republicanrection with
a properly obtained arbitral award, and such aitratlaward may be enforced in any jurisdictionaiccordance
with the New York Convention on the Recognition d&rdorcement of Arbitral Awards 1958. The Issued #éhe
Guarantor also submit to the jurisdiction of thegsh courts in connection with any proceedingsoking the
supervisory jurisdiction of those courts in relatio an arbitration conducted pursuant to the Ihden

Any award rendered by an arbitral tribunal properbnstituted under the Remarketing Agreement, the
Indenture or the Notes (as the case may be), wamellenforceable against the Issuer and/or the Guarafter an
homologation process before a Provincial Civil GaifrJustice, without re-examination of the issygeyided that
it complies with the requirements established i titeaty between Ecuador and the country in whicth @ward



has been rendered, or in the absence of such,twdagy the formalities set forth in Articles 104951and 106 and
other relevant provisions of the General Code otBdure are met.

The Indenture contains a further provision whichvites that any dispute between the Trustee and the
holders of the Notes only, will be subject to thenfexclusive jurisdiction of the courts of New YorKThis
provision is as follows:

Any Dispute between the Trustee and any holdetsotaters only and where the Issuer and/or
the Guarantor is not a party, claimant, responderttherwise is necessary thereto, will be sulfjedhe
non-exclusive jurisdiction of any New York state Wnited States federal court sitting in the Borowfh
Manhattan, the City of New York, and any appeliedert from any thereof, in any action or proceeding
arising out of or relating to the Indenture (excagtions or proceedings arising under or in conoeatith
U.S. federal and state securities laws), and thistée and the holders hereby irrevocably submsutin
jurisdiction and agree that all claims in respdcsuch Dispute may be heard and determined in Slgot
York state or United 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. Mamch 1, 2000, the Ecuadorian Congress approvetah@ara
la Transformacién Econdémica del Ecuad@Ecuadorian Economic Transformation Law”, or ttizollarization
Program”), which made the U.S. dollar the legatissrin Ecuador. The Ecuadorian Economic Transfaomd.aw
provided for the Central Bank to exchange, on demauncres at a rate of 25,000 sucres per U.S.$1rD8ddition
to providing an official basis to dollarize the romy, the law contained reforms aimed at strengptigefiscal
stability, improving banking supervision and esigibhg rules to encourage direct investment. Sthegpassage of
the Ecuadorian Economic Transformation Law, the.d@lar has been the legal tender in Ecuador. fOuhe
Dollarization Program, the ability of the Republand/or the Central Bank to adjust monetary pating interest
rates in order to influence macroeconomic trendeéneconomy is limited.



SUMMARY

The following summary does not purport to be cote@d is qualified in its entirety by, and is sdtjto,
the detailed information appearing elsewhere is fRemarketing Circular.

Petroamazonas

Petroamazonas is a public compaempresa publiceorganized under the laws of Ecuador, established by
the Ecuadorian government pursuant to Executiverd@eblo. 314 on April 6, 2010, to manage exploratod
production operations undertaken by the Republithe strategic hydrocarbons sector. Petroamazanafolly-
owned by Ecuador and performs its operations dyrexntd through its subsidiaries and joint ventur@sfore
November 2012, Petroamazonas carried out explaratid production (fpstreant’) oil and gas operations, along
with state-owned company Empresa Publica de Hidbocas del Ecuador, EP Petroecuaddretfoecuador’),
which, in addition to its upstream operations, alsamrried out sales, marketing, refining, transpmma
infrastructure, storage and shippingddivnstreani’) oil and gas operations in Ecuador. In Novembéd22
however, President Rafael Correa signed Executeerde® No. 1351-A (theConsolidation Decreé), allocating
upstream operations to Petroamazonas and downstearations to Petroecuador. Executive Decree RB51-A
became effective as of January 2, 2013, and coesdlguas of the date hereof, Petroamazonas isrhestate-
owned enterprise that carries out upstream opasatioEcuador.

All hydrocarbon reserves in Ecuador are owned lgyRepublic. As a result, neither Petroamazonas nor
any other entity owns such reserves. Under thedeelidrocarburos (theHydrocarbons Law”), every activity
relating to the exploration and production of hym@ndons and their derivatives is reserved to theuBle, which
may undertake such activities through state-owmnatpanies.

Petroamazonas is the leading producer of hydrooartio Ecuador according to the Central Bank’s
Monthly Bulletin for March 2017. It explores andopuces light, medium, heavy and extra heavy crilda®well
as natural gas, in Ecuador. As of December 31, 2BE65Republic’'s proven reserves of crude oil iplesatory
blocks where Petroamazonas operates were apprekyniab03 billion barrels, representing an increafsé.9% as
compared to the Republic’s proven reserves of cmitléh such blocks as of December 31, 2015, whigre
approximately 1.393 billion barrels. The Republipi®ven reserves of crude oil in such blocks aBaxfember 31,
2015 represent a decrease of 0.4% as compared ®ejbublic’s proven reserves of crude oil in suldths as of
December 31, 2014, which were approximately 1.38®rmh As of December 31, 2016, the Republic’s y&o,
probable and possible reserves of crude oil inaapbry blocks where Petroamazonas operates werexamately
2.429 billion barrels representing an increase8o8% as compared to the Republic’'s proven, probattepossible
reserves of crude oil in such blocks as of Decen#der 2015, which were approximately 1.894 billidrhe
Republic’s proven, probable and possible reseresunle oil in such blocks as of December 31, 2@fesent a
decrease of 7.2% as compared to the Republic’ssptqwobable and possible reserves of crude ailan blocks
as of December 31, 2014, which were approximat€lg@billion.

Results of Operations

In the first quarter of 2017 and the years 2016152éGnd 2014, Petroamazonas achieved an average
production in terms of barrels of crude oil per ddypd”) of 423,765 bpd, 431,981bpd, 422,783 bpd and G&3B,
bpd, respectively, on a consolidated basis with sitbsidiary Operaciones Rio Napo CEMRIi@ Napd).
Petroamazonas’ average production of bpd in 20&@ased 2.2% as compared to its average produdtiopd in
2015. This increase in average production of bp@0t6 as compared to 2015 is primarily attributablehe
commencement of operations in exploratory block a3 well as increased investments in the optingmasind
development of its operations in 2016, particulanlyconnection with certain of its new service agnents with
national and international participation. Petroaom@s’ average production of bpd in 2015 decreasé#h s
compared to its average production of bpd in 20Ms decrease was primarily due to budgetary caimgg that
limited its ability to make addition investmentsiis operations.

In addition, in the first quarter of 2017 and theass 2016, 2015 and 2014 Petroamazonas produced
approximately 46.9 million square feet per dagngfd’), 50.9 msfd, 48.1 msfd and 55.9 msfd of naturas,g
respectively, without taking into account naturakdhat was re-injected into its operations. lerage production
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of natural gas in 2016 increased 5.9% as comparé@d aiverage production of natural gas in 2015s Trircrease
was primarily attributable to a decision by Petu@stor to increase commercialization of PetroamasZamatural
gas in order to meet demand. Petroamazonas’ avemageiction of natural gas in 2015 decreased 14a8%
compared to its average production of natural ga2014. This decrease was primarily attributablemwrk
stoppages at the Corporacion Eléctrica del Ecu&irEC EP (CELEC”), the Republic’'s public company
responsible for the supply of energy, and the tiesutlecrease of the commercialization of Petroamag’ natural
gas by Petroecuador.

General Budget

All hydrocarbons that Petroamazonas produces ameneocialized by Petroecuador. As of the date hereof
the Republic has not defined an income model irerotd compensate Petroamazonas directly for itdymtion
efforts. Instead, the majority of Petroamazonagrapions are funded through an annual contributiom the
Ministry of Finance in an amount equal to the gahbudget (the General Budget) approved by Petroamazonas’
board of directors and accepted by the MinistryFafiance. The Ministry of Finance contributes furtds
Petroamazonas on a monthly basis based on theegioceceived by the Republic from the commerciatinaof
hydrocarbons by Petroecuador. The table belowfsets the aggregate amount of the General Budge¢dch of
the years indicated below, as well as the portfoeach General Budget that has not been fundeléiyinistry of
Finance as of April 30, 2017.

2017 201¢ 201t
(U.S.$ in millions
Aggregate General Bud(.............cccceeeeeeee 2,223.( 2,684.( 3,533.:
Portion of General Budget Not Funt.......... 1,356.( 1,593.: 1,814.°

In 2017, Petroamazonas’ General Budget is 18.7%rldlan its aggregate General Budget for 2016 after
giving effect to approved increases. As of the daéeeof, there have been no increases or decredases
Petroamazonas’ General Budget for 2017. On July2246 and October 25, 2016, Petroamazonas' board of
directors approved budget increases of U.S.$250ldmand U.S.$261.0 million, respectively. Its giggate
General Budget for 2016 represented a 22.6% decraasompared to its aggregate General BudgetObs,2
which was decreased from U.S.$4.670 billion to $8%33 billion due primarily to decreasing oil @$c The
ability of the Ministry of Finance to accept Petmmzonas’ General Budget and make contributions isosubject
to the appropriations process under the Generaé Badget El Presupuesto General del Estadbe “General
State Budget”). See “Business—Regulatory Overviewsdd®t and Appropriations.” Petroamazonas’ othercasu
of funds are derived from delay penalties thas iemtitled to impose pursuant to its service agezes) as well as
amounts received from the Hydrocarbons Secretafi&gcuador $ecretaria de Hidrocarburos del Ecuaddne
“Hydrocarbons Secretariat”) and other entities tfte transportation of hydrocarbons through its ROf@peline
network Red de Oleoductos Amazontdse “RODA”).

Recent Developments

On August 1, 2016, Petroamazonas took over upstoggrations in exploratory block 60 (known as the
Sacha oilfield) from its subsidiary Rio Napo. Sirthen, production in that block in terms of bpd leaseeded
72,000 bpd. For more information regarding Rio Napee “Business—Business Overview—Subsidiaries.”
Petroamazonas estimates that exploratory blocka®&0phoven crude oil reserves of approximately 3hiillion
barrels and proven, probable and possible crudesérves of approximately 434.9 million barrels.

On September 7, 2016, exploratory block 43 (knownttze Ishpingo-Tambococha-Tiputini (“ITT”)
oilfield), which is located near the border withriPeén the Orellana province, began operation. Thieck is
expected to reach full production capacity in sans at a level of approximately 300,000 bpd. Athefdate hereof,
only platform Tiputini C is in operation, with 19ikded wells, and is producing over 30,000 bpd. O48& domestic
companies provide services, supplies and worketiset@xploratory block. Petroamazonas expectsetkalbratory
block 43 has proven crude oil reserves of approweina0.1 million barrels and proven, probable gudsible
crude oil reserves of approximately 635.9 milliarels.
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During the fourth quarter of 2016 and January 2@&troamazonas entered into negotiations with inerta
of its service providers and vendors, including 8edling Securityholders, to restructure certainitsfaccounts
payable with respect to capital expenditures. Qrudey 17, 2017, Petroamazonas successfully entetediebt
recognition and repayment agreements with 16 ofehwendors and service providers (collectively, ‘tDebt
Repayment Agreements”) pursuant to which it hasruetsired approximately U.S.$670.5 million in acetsi
payable. Vendors and service providers have agreetb exercise any rights or remedies they max liavespect
of their portion of those accounts payable in erdeafor the issuance by Petroamazonas of two sefiastes,
which are guaranteed by the Republic. On Febru@yy@17, in connection with the closing of suchtrreguring,
Petroamazonas issued U.S.$355.2 million aggregateigml amount of 2.00% senior notes due 2019 ‘({EveM
2019 Notes”) and U.S.$315.3 million aggregate ppalcamount of the Notes. Selling Securityholdersow
purchased the Notes had the option to participatdhé Remarketing. As of May 2, 2017, accounts playto
Petroamazonas’ primary vendors and service praviflecluding certain of the Selling Securityholdengre equal
to approximately U.S.$613.6 million. As of the dhereof and in relation to such outstanding accopayable, the
Company has made cash payments, from funds receisegart of its General Budget, in order to satisfy
approximately U.S.$129.6 million in accounts pagatdnd has provided Central Bank certificates (@s$tudel
Banco Central), which serve as tax credits in Eouaimh order to satisfy approximately U.S.$190.9liom in
accounts payable.

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). Locartethe north-western coast of the continent, itesha 950-mile
border with Peru to the south and the east, a 3i8hborder with Colombia to the north, and a 1,48ik coastline
to the Pacific Ocean to the west. The country empasses a wide range of geographic areas and eimatluding
the Pacific coastal plains, the Sierra (consisththe Andean highland region), the Oriente (charézed by the
Amazonian tropical rain forest) and the Galapagtands 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.

Upon taking office, President Correa believed #ighificant 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 reformiatives of
the Correa administration. These reforms were istarg with the Correa administration’s objectivepgromote
economic growth, while reducing poverty and inefyand fostering social progress.

On June 26, 2014, the President of the Nationaérmisd/ submitted a request to tGerte Constitucional
(the “Constitutional Court”) soliciting their opiom as to whether certain proposals, including tia¢ would allow
for re-election of the President of Ecuador foriraiefinite number of terms, were constitutional adraents or
constitutional reforms. Constitutional amendmegtgiire only the approval of two-thirds of the atl Assembly
while constitutional reforms require both the appilmf a two-thirds vote in the National Assembhydaa majority
of the population eligible to vote in a popularer@ihdum. On November 1, 2014, the ConstitutiorairCruled
that the proposals were constitutional amendmerdsteerefore did not require a popular referendimDecember
2015, the National Assembly approved the proposatduding an amendment allowing for the indefinie
election of the president. However, a transitigorvision was included stating that the amendmehtnot be
effective before May 24, 2017, and thus it did apply to President Correa, whose term will finish May 23,
2017.

On February 19, 2017 (the “2017 Election”) the mtestial election was held with eight candidatesnih

Moreno of President Correa’s Alianza PAIS cameitiat fwith 39.36% of the vote and Guillermo Lassotloé
CREO - SUMA party, came in second with 28.09% @f vte.Also, on February 19, a congressional election was
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held with Alianza PAIS preserving control of thgi#ative assembly by winning the majority of seaith 74 seats,
CREO-SUMA with 28 seats and PSC with 15 seatseas@ly. Since no candidate gained an outrigbtory of
50% of the vote or at least 40% of the vote withadditional ten points of advantage over the caatdith second
place for the presidential election, a run-off gt@t between Mr. Moreno and Mr. Lasso was held pnil/2, 2017.
Mr. Moreno was elected President with 51.15% ofvbte. The Consejo Nacional Electoral (the “NatidBactoral
Council” or “CNE”") declared Mr. Moreno as presideiéect on April 4, 2017. Both the Organization ahérican
States (“OAS”) and the Union of South American Nas ("UNASUR”) monitored the elections and recogulizhe
transparency of the electoral process and thei@teptsults. On April 13, 2017, CNE approved tkeount of
approximately 11.2% of the total ballots cast ie thun-off election due to a claim of alleged indetesicies by
CREO-SUMA and Alianza PAIS. On April 18, CNE broadta live recount of the ballots subject to theenal
International observers, political delegates ofaA#ia PAIS and representatives of social organizatinonitored
the recount. The recount ratified Mr. Moreno aswiraer of the run-off election with 51.16% of thetes.

On April 16, 2016, a 7.8 magnitude earthquake kthe northern coast of Ecuador, (the “Pedernales
Earthquake”™). The Pedernales Earthquake and esshficks caused severe damage to Ecuador’s inftase in
that region, including its roads and ports. Anleation conducted byecretaria Nacional de Planificacion y
Desarrollo (the “National Secretary of Planning and Developther “SENPLADES”), Instituto Nacional de
Estadistica y Censos (“National Institute of Statis’ or “INEC”) and various government ministries estiesathat
the cost of reconstructing the infrastructure daeddoy the Pedernales Earthquake is approximat&y$8.3 billion
(approximately 2-3% of Ecuador’'s GDP), and thathwat taking into account the cost of reconstrugtidamage
from the earthquake had an impact of -0.7% on tbeth of Ecuador’s gross domestic product (the “GD2016,
and, as of December 2016, an impact of -9.8% omyitbeth of GDP in Manabi, the province in which 98¥#the
damage caused by the earthquake is concentratetesponse to the earthquake, President Correavesmga the
Ministry of Finance to reallocate public funds, eththan those allocated toward health and educatoward
reconstruction efforts through Article 3 of ExewatiDecree No. 1001 and proposed a series of maasuiteelp
finance reconstruction pursuant to his authoritgasmArticles 120 and 140 of the 2008 Constitution.

On May 20, 2016, thdey Organica de Solidaridad y de Corresponsabilid@iidadana 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 Saligarcludes the following measures:

* increasing the value added tax by 2% (from 12%48)1for one year from June 1, 2016, of which an
additional 2% may be refunded if payments are madk electronic money (i.e. a 4% VAT
reimbursement applies in payments made with electtmoney);

* a one-time contribution by natural persons equél.®8%6 of an individual’s total assets for indivithia
whose total assets exceed U.S.$1 million;

* a one-time contribution by corporations equal to@heir 2015 taxable income; and

* a one-time contribution of a day's salary for onenth for those earning more than U.S.$1,000 a
month; a one-time contribution of a day's salary fwo months for those earning more than
U.S.$2,000 a month; and similarly until a limitafone-time contribution of one day’s salary forefiv
months for those earning more than U.S.$5,000 atmon

Existing contingent credit lines include a U.S.$X8llion credit line with the World Bank, a U.S.$24
million credit line with Inter-American Developmeiank (“IDB"), and a U.S.$100 million with Corporiéo
Andina de Fomento (the “CAF”), and would explore thossibility of selling certain assets of the R#guincluding
the Sopladora 487 MW hydroelectric plant, Banco d&cifico S.A., the Corporacion Nacional de
Telecomunicaciones, and other state owned utilitiedditionally, on July 8, 2016, the InternatioMbnetary Fund
(the “IMF") approved a U.S.$364 million disburserhér the Republic under the IMF rapid financingtiument.
On July 8, 2016, the Executive Board of the IMFduoded its annual Article IV consultation with Ecdoa. The
financial support was granted to the Republic iheotto make up for financial shortfalls and finaneeonstructions
resulting from the Pedernales Earthquake. The IMifoanced the financial support in July 8, 2016 bgress
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release, which is available on the IMF website. TME disbursed the U.S.$364 million loan througlsiagle,

upfront disbursement with no conditionality. Ecaadeceived the funds under the IMF rapid finandgmsrument.
The funds from the IMF financing arrangement cdntiid to the increase in international reserves fktarch 31,
2016 to March 31, 2017. On July 8, 2016, the ExeeuBoard of the IMF concluded its annual Articé |
consultation with Ecuador.

To date, four sources of financing are being usedddress relief and restoration efforts in retato the
Pedernales Earthquake, the General State Budgetequs from the Law of Solidarity, contingent limésredit and
national and international donations. On August 2616, Fausto Herrera, former Minister of Finaralépcated
U.S.$888 million for immediate attention to reléefd restoration efforts in relation to the Pedem&arthquake.

In 2006, Chevron brought arbitration proceedingairag} the Republic under the arbitration ruleshaf t
United Nations Commission on International Tradevl@he “UNCITRAL”) alleging the Republic’'s breach o
certain “denial of justice” provisions under theSUEcuador Bilateral Investment Treaty. In Augi®il, the
arbitral tribunal established that Ecuador had dired that treaty and should pay Chevron U.S.$96omiplus
compound interest calculated from September 1, 20iil the date of payment. The District Courttlogé District
of Columbia (Washington, DC) confirmed the awardawmor of Chevron, and the United States Court ppdéals
for the District of Columbia Circuit affirmed theidrict Court’s decision. Accordingly, the arbitalvard granted to
Chevron was due and payable in the United Statisstive same force and effect as a judgment in igidcction.
The total amount due under the award, (U.S.$96lbmplus U.S.$16.4 million in interest) was pdig Ecuador to
Chevron in satisfaction of the arbitral award.

The Ecuadorian Economy

The U.S. dollar is the legal tender in Ecuador. eéth of the four years from 2012 through 2015 the
Ecuadorian economy registered positive rates oividroin real terms, while in 2016, the Ecuadori@mormmy
decreased in real terms as described below. 16 2 economy of Ecuador grew by 0.2% in real teaospared
to 7.9%, 5.6%, 4.9% and 4.0% for 2011, 2012, 2@h8, 2014, respectively. This decreased level oivtir when
compared with prior years was mainly due to dea@asvenues resulting from the decline in the poiceil. On
April 10, 2017, the Central Bank published inforroat regarding GDP for 2016. Real GDP for 2016 was
U.S.$69,321 million, compared to U.S.$70,354 millio 2015, representing a decrease of 1.5% inteeads. This
decrease is mainly due to the decline in the pot®il, a stronger dollar and the impact of the étedles
earthquake. From 2011 to 2016, the average real @BWwth of Ecuador was 3.5% compared to the 1.68tame
real GDP growth of other Latin American and Cardbeountries. From 2012 to 2015, the Ecuadorianaogy
grew from a nominal GDP of U.S.$87,925 million i12 to U.S.$100,177 million in 2015. In 2016, theminal
GDP reached U.S.$97,802 million representing aedss from the U.S.$100,177 million in 2015. For 20he
Central Bank estimates a nominal GDP of U.S.$1@B8lion. From 2012 to 2015, nominal GDP per capjtew
from U.S$5,665 in 2012 to U.S.$6,154 in 2015. 0i& nominal GDP per capita decreased to U.S.$5,917

Inflation for the 12-month period ending in Ded®n 31, 2016 decreased to 1.1% from 3.4% for the 12
month period ending December 31, 2015. This deersadue to a decrease in the price of certain gatsn motor
vehicles and fruits and vegetables as a resubrfpetition from Peruvian agricultural products einig the market,
the impact on the price of imported goods as alre$wa stronger dollar and the application of agrtadditional
tariffs. Inflation decreased from 2.3% for the 1@nth period ended March 31, 2016 to 0.96% for thenbnth
period ended March 31, 2017 due to a decreasdda pf certain products including large househgigliances,
sound and image recording equipment, garmentsdanem, motor vehicles and frozen or refrigeratedhngoultry,
as a result of a stronger dollar and the applinaticcertain additional tariffs.

The rate of unemployment decreased from 4.2% ir1 2013.8% in 2014 due to increased job creation in
the services and commerce industries. The rate@hployment increased from 3.8% in 2014 to 4.8%0ih5 due
to a general slowdown of the economy in 2015 thatd job losses in both the private and publitssec The rate
of unemployment increased to 5.20% as of Decemligr2816 because of an increase in the labor force
participation rate as previously economic inactivembers of society joined the labor force. The rate
unemployment decreased from 5.7% as of March 316 #04.4% as of March 31, 2017.
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In 2016, manufacturing was the largest sector efdbonomy measured by percentage of GDP (13.93%),
followed by trade (10.15%), construction (9.64%menunity services (8.94%) and agriculture (8.62%).2015,
manufacturing, construction, trade, community ssrsiand agriculture were the largest sectors ofetomomy
measured by percentage of GDP, respectively aciomufor 13.79%, 10.70%, 10.48%, 8.66% and 8.44%0P.

According to the Central Bank’s Monthly Bulletinrfiblarch 2017, oil field crude production, includitigat
of private and state-owned companies, reached 20ili@n barrels for the year 2016, averaging 588,@pd. This
represents a 1.2% increase from the 198,230 mitleonels produced for the year 2015, or an avepagguction of
543,000 bpd. This increase was principally dueht® commencement of operations at new oilfieldsh sag the
Ishpingo-Tambococha-Tiputini (the “ITT") field inasuni National Park. For more information regagdifiT, see
“Petroamazonas—Recent Developments.”

Crude oil exports as measured in U.S. dollars 8feadtreased from 2011 to 2013. Ecuador’s cruie o

exports totaled U.S.$13,016 million in 2014, a 3.886rease from U.S.$13,412 million in 2013. Craidexports

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 inda2014 and continuing through 2015. In 2016, croitl@xports
reached U.S.$5,054 million, a 20.4% decrease frod1$6,355 million in 2015. This decrease was dwedecrease
in the average price of petroleum per barrel fror8.845 in 2015 to U.S.$34 in 2016. The Esmeraldsf;&y
underwent a period of preventative maintenancentip the end of 2015. In 2016, the fully-operatibBzsmeraldas
Refinery processed larger quantities of refinedgbetim, temporarily reducing the average price eifgdeum per
barrel up to the third quarter of 2016, when thiegoof petroleum began to increase once more.

The Government of the Republic considers the watelecommunications, natural resources, and
electricity sectors to be the most important sectdrthe economy. In 2014, the Government invebt&l$7,017
million in these strategic sectors, compared t0.$6536 million in 2013. In 2015, investment in Bdor's
principal economic sectors decreased by 18% to$8,836 million. This decrease was due to the Gowent's
decision to decrease investment in the oil sectoP(15 as a result of expected lower revenues fibrsales.
Investment in the oil and mining sector decreaserh fU.S.$3,014 million in 2015 to U.S.$2,533 mitli;n 2016.
In 2016, the Government invested U.S.$4,386 miliiorthe strategic sectors, compared to U.S.$5,7@6min
2015. In 2016, the Government invested in watéectenmunications, natural resources and electrioigtuding
investments made by the state-owned company thainaders all infrastructure projects carried oyt the
Ministerio Coordinador de Sectores Estratégicos {Ministry of Coordination of Strategic Sectorg” ICSE”)
(“Ecuador Estratégico”), and other areas of investi® including those made by Ministerio de Ambieftte
“Environment Ministry”) and the Public Enterpris@@inistrator of the Special Economic Developmeme&&loy
Alfaro ZEDE.

The Government has targeted the electricity se@borsignificant capital investment. In 2016, the
Government invested U.S.$1,348 million in the eleity sector, a 17.4%% increase from 2012, whea th
Government invested U.S.$1,148 million in the sectds of 2014, hydroelectric plants supplied apprately
46% of the power in Ecuador. As of 2015, hydragieplants supplied 56% of the power in EcuadBy. year-end
2016, hydroelectric plants generated 66% of thegpamw Ecuador. Ecuador’s objective in developigdrbelectric
power is to reduce its consumption of oil throughbased generators, thereby decreasing oil impaorts electric
energy imports and improving energy independence.

On July 21, 2016, theey Organica de Prevencion, Deteccion y Erradicacdel Delito de Lavado de
Activos y del Financiamiento de Delitithe “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 andrisactions. 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
Economic Analysis Unit”), the Government entity pessible for compiling information and producingoes
relating to money laundering.

On August 22, 2016, President Correa signed a eexdfectuating 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-bfedtiablicos EP(“Public Media and Communications
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Company of Ecuador”) . This consolidation decress wssued for the purpose of eliminating duplieafinctions
of media entities.

On August 24, 2016, the Central Bank of Ecuador thedCentral Bank of Iran (Bank Markazi Jomhouri

Islami Iran) signed a memorandum of understandimbaabanking and payment arrangement. The twondects
provide for mechanisms to set up accounts, netifqgayments and other payment arrangements bettheetwo
central banks to facilitate future payments of eipbetween Iran and Ecuador. A third document sigised by
the Agencia Ecuatoriana de Aseguramiento de CalidadAdeb de la Republica del Ecuad(ihe “Agency for the
Quality Assurance of Agriculture of Ecuador”) artktPlant Protection Organization of the Islamic Utig of
Iran. The document is a memorandum of understgnitiiat establishes a framework for bilateral coapen in
plant quarantine methods in accordance with thermational Plant Protection Convention.

Ecuador previously entered into two other coopeeatigreements with Iran. The first, signed in ®eto
2011, is a memorandum of understanding that eshsdi a framework for bilateral cooperation on healt
initiatives. The second, signed in June 2012,deramercial agreement that establishes a framefworkny future
commercial trade between Iran and Ecuador.

On October 12, 2016, thiey Organica de Incentivos Tributarios para VariBsctores Productivos e
Interpretativa del Articulo 547 del CAdigo Organide Organizacion Territorial, Autonomia y Desceligacion
(the “Law on Tax Incentives”) was published anddmee effective. The Law on Tax Incentives is intmhdo
encourage productivity by extending tax incentitesadditional sectors of the economy. The law @istaes
income tax deductions for micro, small and mediumeds businesses that provide private health ingaraa their
employees and income tax deductions for public eor@imercial transport operators equal to the valuthe
vehicles owned by such operators.

On October 17, 2016, tHeey Orgéanica que Regula a las Compafiias que FieanServicios de Atencidn
Integral de Salud Prepagada y a las de SeguroSGfagen Cobertura de Seguros de Asistencia Médira“Law to
Regulate Companies that Finance Pre-paid HealthicBerand Health Insurance Companies”) was puldigrel
became effective. The law is intended to regutes@th service companies and health insurance cusgpand to
provide clear legal requisites for the establishnaexl operation of those entities.

On October 21, 2016, tHeey de Fortalecimiento a los Regimenes Especia@eSegjuridad Social de las
Fuerzas Armadas y de la Policia Naciofihle “Law to Strengthen the Social Security Systfrthe Armed Forces
and National Police”) was published and becamectfie 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 13, 2016, they Organica para Evitar la Especulaciéon sobre alov de las Tierras y
Fijacion de Tributos(the “Law to Eliminate Speculation and Tax Fixipnglas published and became effective.
This law is intended to create a more equal distiob of wealth and resources in Ecuador. Thisitaposes a tax
of 75% on capital gains obtained from the saleeef estate in excess of an amount equal to 24 bagied wages,
or U.S.$9,000 as of the time the minimum wage f@ year 2017 went into effect. The Law to Elimiat
Speculation and Tax Fixing also imposes more strihgroperty record keeping obligations on the Aatoous
Centralized Governments.

On December 20, 2018)e Ley Orgéanica Reformatoria a la Ley OrganicaS#gvicio Publico y al cédigo
de trabajo (“Law to Reform the Organic Law of Public ServicedaLabor Code”)was published and became
effective. Under this law, a public servant whases to work for a public institution receives f@inuneration up
until the last day worked on the last month of wawthout receiving payment for the remaining dagsworked on
that month. The aim is to not overcompensate tleosployees partially working during a month as @gabto
those who work the full month.

On April 18, 2017, théeypara laRestructuracion de Deudas de Banca Publica, Barmaa@a y Gestion

del Sistema Financiero Nacional y Régimen de Val@tee “Law to Restructure Debt of Public Banks #&ldsed
Banks”) was published and became effective. Thisi¢aintended to restructure and forgive debt {febt”) arising
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from the 1999 financial crisis in Ecuador which ppied the closure of seventeen banks. The Law $strirdure
Debt of Public Banks and Closed Banks forgives [éhtp to U.S.$150,000 that is owed by survivinguges and
surviving cohabiting partners of deceased debtersall as by debtors who are incapacitated. Intexidithe Law to
Restructure Debt of Public Banks and Closed Baofkgiiesexpenses, surcharges, and interest payments afrslebt
of the Banco Nacional de Fomento (“BNF”) so longtesdebtors make payment of at least 5% of threipal owed

to BNF.

Balance of Payments and Foreign Trade

Between 2012 and 2016, Ecuador experienced fluohstbetween balance of payment deficits and
surpluses. While there were surpluses in 20132816, there were deficits in 2012, 2014 and 20Xbin&rease in
Government investment contributed to a deficit 088581.9 million in 2012. In 2013, an improvementhe
financial account that was the result of an inaeeas bilateral debt and corresponding loan disbuesgs
contributed to a balance of payments surplus of$1,845.9 million. However, the current accounficiteof
U.S.$923.3 million registered in 2013 representieerease compared to the U.S.$165.7 million curaenbunt
deficit registered in 2012. This deficit is thesult of an increase in imports, particularly wigspect to imported
capital goods and raw materials.

In 2014, Ecuador experienced a balance of paymedfiditdof U.S.$424.5 million as a result of a dexse
in the capital and financial account, which decedaffom U.S.$2,914.5 million in 2013 to U.S.$32&8lion in
2014 as a result of a decrease in investment éoyd#ar. However, the current account improved feodeficit of
U.S.$923.3 million in 2013 to a deficit of U.S.$522million in 2014. This improvement was due te th
improvement in the trade balance from a 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 amdihgp
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 #&odeficit of U.S.$522.9 million in 2014 to a défiof
U.S.$2,114.0 million in 2015. The expansion of thedicit in the current account was due to an iaseein the
deficit in the balance of trade from U.S.$63.5 imillin 2014 to a deficit of U.S.$1,649.8 in 201%ieh resulted
mainly from a decline in the price of oil. In 2Qt6ere was a balance of payment surplus of U.30617 million,
an increase compared to the U.S.$1,488.4 millidicidén 2015. The balance of payment surplus wae tb an
increase in the current account. The current adcounreased from a deficit of U.S.$2,114.0 million2015 to a
surplus of U.S.$1,418.6 million in 2016. The sugpin the current account was mainly due to an ivgmreent in
the trade balance from a deficit of U.S.$1,649.8ioni to a surplus of U.S.$1,569.9 million, whichasvdue to a
decrease in imports particularly with respect tpanted fuel and lubricants as well as capital goods

In Ecuador, total direct foreign investment reactle8.$567.5 million, U.S.$727.1 million, and U.S/&73
million, in 2012, 2013 and 2014, respectively. Birforeign investment in 2015 reached U.S.$1,32%l0on, the
largest amount from 2012 to 2015. This increase augsto continuing investment in Ecuador’s infrasture, in
particular, its electricity and water sectors. 2016, direct foreign investment reached U.S.$744illion, a
decrease compared to the U.S.$1,322.0 million it520rhis decrease was principally due to a decréase
investment in the manufacturing and in the servieeslered to businesses sectors. In 2016, thel@atn sector
represented the largest percentage of direct foraigestment with 64.4% of all investment. Commeerel
transportation, storage and telecommunicationsvi@t representing 14.3% and 5.10% of direct foreigastment,
respectively.

In 2015, overall exports decreased to U.S.$18,38Bliom a decrease of 29% compared to 2014. This
decrease was primarily due to a decrease in crildemorts (51%), though there were also 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. In 2016, ovératports decreased to U.S.$16,798 million, a desreof 8%
compared to 2015. This decrease was primarilytdwedecrease in crude oil exports (20%), as vgl decrease
in cacao exports (10%) and exports of metal matufag (21%). For the period of January througtoribary
2017, overall exports increased to U.S.$3,140 onijlian increase of 34% compared to the same pfmic2i016.
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This increase was primarily due to an increaserunle oil exports (108%), as well as an increaskamanas and
plantains exports (19.5%) and an increase in shexports (19%).

Although the levels of imports increased from 2042014, the rate of increase declined over thabge
due to the Republic’s promotion of domestic produrct In 2012, the rate of increase of imports WeB%, which
increased slightly to 6.1% in 2013 and decline@.%% in 2014. In 2015, imports totaled U.S.$21,5ii8ion,
compared to U.S.$27,726 million for 2014 registgitine first decrease in the levels of imports m last five years.
This decrease in the level of imports was due tigbtiadjustments that limited the amount of investinto be used
in the purchase of imports. In 2016, imports tddl.S.$16,324 million, as compared to the U.SE@ million in
2015, reflecting a 24.1% decrease principally dua tecrease in the price of crude oil and a dsergaimports of
fuel and lubricants.

Monetary System

The Government of President Correa prioritizedstadilization of the monetary system and promated t
safety of the financial system. As of January 31172 the Ecuadorian banking system had a totaBdbghking
institutions, of which one was a foreign-owned banil one was a state-owned bank.

Banking deposits, primarily composed of demand gigpaand time deposits, constitute the principal
source of financing for the banking system. Froet@&nber 31, 2011 through December 31, 2014, iotel and
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 avayatilcredit for the year. As of December 31, 0fime and
demand deposits totaled U.S.$27,475 million, aneiage of 18.0% since December 31, 2015. Thisaseres due
to a significant growth in demand deposits. As afuhry 31, 2017, total time and demand depositeased to
U.S.$26,789 million, an increase of 13.7% compaocedanuary 31, 2016. This increase was due tgrafisant
growth in demand deposits, which increased 15.9¥h ffanuary 31, 2016.

Total assets of the banking system increased frd&$23.9 billion in 2011 to U.S.$33.6 billion in 20

As of December 31, 2015, total assets for the lbankystem totaled U.S.$30.9 billion, a decreas8%fsince
December 31, 2014. This decrease in total asselisa to the decrease in time and demand depof&lb. As of
December 31, 2016, total assets for the bankintersydotaled U.S.$35.6 billion, an increase of 15.8#tce
December 31, 2015. This increase in total asseatae to an increase in available funds of U.S.B®lian in 2016.
Total assets of the banking system increased frd®n$31.2 billion as of January 31, 2016 to U.S.82#llion as of
January 31, 2017, an increase of 12.1%. This &seravas mainly due to an increase in the loan qbiortbf

U.S.$1.7 billion.

With respect to the various sectors, most loarrésterates remained stable during the period frodR22
through 2016 with the corporate productive lendimgrest rate increasing slightly to 8.2%, and comar lending
rates remaining at approximately 15.9% from 20120®3, increasing slightly to 16.0% in 2014. Inl3@onsumer
credits were divided into “ordinary consumer crgdifor the acquisition or commercialization ofHigfossil fuel
vehicles and “priority consumer credits,” dedicatedhe purchase of goods or services or expensteeiated to
productive activity or ordinary commercial activityAfter such reclassification, the ordinary consuntending
interest rate was 16.2% in 2015 increasing sligtatl¥6.8% in 2016, and the priority consumer legdirterest rate
increased from 16.0% in 2015 to 16.7% in 2016.

In 2015, the Committee of Monetary and Financididgdregulation established new categories of ¢sedi
in the financial sector and fixed the maximum iegtrrates for these categories. Following thisngkain
categorization, in 2015 the key corporate lendimgrest rates increased above the corporate lefndergst rate in
2014, from 9.1% to 9.2%. In 2015, the priority somer lending interest rate remained in line wiid general
consumer lending interest rate available in 20186a0%, and the ordinary consumer lending inteastincreased
above this rate to 16.2%. For more informationarding changes to categories of interest rates;Menetary
System-Interest Rates and Money Supply.”

Average loan interest rates on short-term and teng- loans decreased slightly from 8.2% in 2012 to
8.1% in 2016 due to certain banks reducing intei@sts on consumer loans as a result of excesslitigu During
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the same period, the average interest rates orsiiefiecreased from 4.5% in 2012 to 5.1% in 201éhbee banks
increased interest rates offered to the publiadeioto satisfy liquidity needs.

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 pa&stahans which increased from U.S.$175 million inl2Go
U.S.$293 million in 2012. However, the rate deseghto 2.6% in 2013 due to a reduction in pastloaes of the
commercial sector, which decreased to U.S.$284amill In 2014, the delinquency rate increased 8362.as a
result of the increase in delinquency rates in gores credits from 4.7% to 5.5%. In 2015, the dpliency rate
increased to 3.7% due to the increase in delingueates in commercial credits from 12.7% to 14.3%wall as the
decrease in the total loan portfolio. In 2016,de&nquency rate on loans from the private bankegor decreased
to 3.5% as a result of a U.S.$166.2 million deaenghe delinquency rate on consumer loans. Alanfiary 31,
2017, the delinquency rate increased to 3.8% patlyi as a result of an increase in the delinqueratg in
consumer loans but nevertheless remained lowertltlga#.5% delinquency rate as of January 31, 2016.

In September 2014, the National Assembly enactedCthdigo Organico Monetario y Financierthe
“Monetary and Financial Law”) in order to addressaknesses of the Republic's financial system stemritom
the banking crisis in 2000. To achieve its objexdj the Monetary and Financial Law creates a regulatory
body, theJunta de Politica y Regulacién Monetaria y Finamai¢he “Committee of Monetary and Financial Policy
Regulation”) to oversee and regulate the executibrmonetary, foreign exchange, financial, insuranaed
securities policies of the country. The commitieeomprised of delegates from Ecuador’s MinisthyFmance,
Ministerio de Industrias y Productividadthe “Ministry of Production and Industrializatign” Ministerio
Coordinador de Politica Economicgthe “Ministry of Economic Policy”), office of thélational Secretary of
Planning and Development, and a delegate appomytéide President. The principal function of thenooittee is to
oversee and monitor the liquidity requirements ci&lor’s financial system, ensuring that liquidigynains above
certain levels (to be determined by the Committe®&lonetary and Financial Policy Regulation). Tlasvlalso
creates a separate internal auditor for the Goventimfinancial entities, establishes certain nofonghe Central
Bank and theSuperintendencia de Banc@he “Superintendent of Banks”) regarding theiddet, purpose, and
supervision, and sets forth reporting requiremémthe Committee of Monetary and Financial PolicgRlation.
The law also explicitly establishes that certaigoants in the Central Bank, including the accowssd for the
deposits of th&€orporacion de Seguro de Depositise “Deposit Insurance Corporation” or “COSEDRN the
Fondo de Liquidez del Sistema Financiero Ecuatariéhe “Liquidity Fund”), are subject to sovereignmunity
and cannot be subject to attachment of any kind.

The law further establishes that all transactionspetary operations and accounts in the Republic of
Ecuador will be expressed in U.S. dollars. Othestiens 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,lmgihone
carrier Movistar signed an agreement with the GérBiank to establish accounts to use the electrpaienent
system. In December 2014, the electronic paymystes began operations. According to the CentaalkBas of
May 2016, approximately U.S.$1 million was in ciation in Ecuador in electronic currency. The lawther
establishes that further details regarding thisyEnt system may be set forth by the Committee ohdtery and
Financial Policy Regulation in regulations and lawhe Committee of Monetary and Financial PoliggRlation
issued various laws, including the Law to Balanoblie Finances and the Law of Solidarity, both dfieh are
described herein, incentivizing and further regatathe use of electronic money. For more infoiomategarding
the Monetary and Financial Law, see “Monetary Syst&upervision of the Financial System.”

On April 29, 2016, théey Organica para el Equilibrio de las Finanzas Réas (“Law to Balance Public
Finances”) was published with the purpose of stitegrgng dollarization, correcting abuses in tax dfigen 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 irpoces. In
order to achieve its goals, the law regulates aisdodrages excessive consumption of cigaretteghalic
beverages and sweetened beverages through a specéaimption tax. Additionally, the law promotég tuse of
electronic money and credit cards issued by estttiat are part of the national financial systenrdfyunding 2%
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and 1% of payments made with electronic money editicard, respectively, directly to consumers.e Tdw also
seeks to halt currency outflows by discouragingttaasfer of large amounts of cash and encouraigstgad the
use of electronic means of payment.

The Executive Board of the IMF approved a U.S.$86Hion disbursement for the Republic under the

IMF rapid financing instrument. The financial seppwas granted to the Republic in order to makéoufinancial
shortfalls and finance reconstructions resultiramfrthe Pedernales Earthquake. The IMF announcetinduecial
support in July 8, 2016 by a press release, whichvailable on the IMF website. The IMF disburdesl ©).S.$364
million loan through a single, upfront disbursemeiith no conditionality. Ecuador received the fanehder the
IMF rapid financing instrument. The funds from théF financing arrangement contributed to the ineeedn
international reserves from March 31, 2016 to Ma8th 2017. On July 8, 2016, the Executive BoarthefIMF
concluded its annual Article 1V consultation witkelEador.

On November 24, 2016, thlinta de Politica y Regulacion Monetaria y Finangi¢he “Monetary and
Financial Policy and Regulation Board”) issued R&son No. 302-2016-F, amending Resolution No. 2036-F
by increasing from 2% to 5% the reserves that firsdrinstitutions with more than U.S.$1.0 billion assets are
required to hold at the Central Bank. This resofuis expected to reduce the liquidity of thesafficial institutions’
Central Bank deposits by approximately U.S.$750ianil

Public Sector Finances

The increase in the year to year deficit from 20422015 was due to increased Central Government
spending during each such year, particularly in @sagnd salaries and interest payments in connegitbndebt
obligations, and in 2015 was also due to the dedtinoil prices. The increase in the year to yesdicd from 2015
to 2016 was due to a stronger dollar which affeetgabrts, the Pedernales earthquake and the declalleprices.

During the five-year period from 2012 through 201Be Central Government budget deficit as a
percentage of GDP increased from 2.0% in 2012 7865n 2016. During the same five-year period, ltheget
deficit for the non-financial public sector incredsrom 0.9% in 2012 to 7.5% in 2016. The increasdhe deficit
from 2012 to 2013 were due to increased infrastrecépending. The increases in the deficit in 28dd 2015
were due to an increase in wages and salariesomml petroleum revenues for both years. Howeherdecreases
in the deficit from 2014 to 2015 were the resulbofiget adjustments undertaken by Ecuador’s MingdtiFinance
(outlined below).

In 2016, total revenues of the Central Governmerew.S.$18,556 million, while total expendituresrev
U.S.$24,103 million. This results in a deficit dfS.$5,448 million in 2016, an increase comparethéodeficit of
U.S.$3,805 million in 2015. This increase in tredidt is primarily due to decreases in petroleuswenue, non-
petroleum revenue as well as in revenue from cetéades.

In 2016, the non-financial public sector registeeedeficit of U.S.$7,314 million compared to a difi
U.S.$5,091 million in 2015. This increase in thedict was due to a decrease in the revenues fhansale of oil
exports caused by the decrease in the price diwihg the time period. In 2016, total revenuestf® non-
financial public sector totaled U.S.$30,314 millian decrease from U.S.$33,586 million in 2015.2016, total
expenditures for the non-financial public sectaaled U.S.$37,628 million (equivalent to 38.5 % @DP), a
decrease compared to U.S.$38,676 million (equivate88.6% of GDP) in 2015.

On October 31, 2015, the executive branch presated®016 draft budget to the National Assembly
which proposed a budget of U.S.$29.8 billion foe tkear, a 17.9% decrease from the U.S.$36.3 bitiaginally
proposed for the 2015 budget and a 12.4% decrearsettie U.S.$34.1 billion adjusted budget for 20k5ssumed
an average crude oil price of U.S.$35.00 per hawhklich represented a 56% decrease from the U.S&{8er
barrel average price that was assumed for thenati@015 budget. The 2016 draft budget also estighidhat there
would be a budget deficit equivalent to 2.4% of G&el a GDP growth of 1%. Excluding financing, thigal
2016 draft budget provided for U.S.$25.7 billionerpenses, comprised of U.S.$8.8 billion in satasaied wages,
U.S.$4.7 billion in consumer goods and serviceS.$8.4 billion in capital transfers and donatidd<5.$4.4 billion
in other investment expenses and U.S.$4.5 billiomther expenses. Total revenues under the 2016 rdget
were U.S.$23.2 billion, including U.S.$17.3 billian taxes, rates and contributions, U.S.$4.8 Millio current
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transfers and donations and U.S.$1.2 billion ireotievenues. The 2016 draft budget, as presewtedapproved
by the National Assembly on November 24, 2015 athine effective on January 1, 2016 (the “2016 Btifge

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 20aég@t 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. The MinistryFinance made reductions in its estimates oémae
forecasts for non-petroleum revenue by U.S.$780iamjlincome tax by U.S.$507 million, value addec by
U.S.$818 million, and the Currency Outflow Tax bySl$209 million as compared to the original 2016idet
revenue forecasts. In addition, while making réidns to permanent expenses by U.S.$203 millionveages and
salaries by U.S.$284 million, the Ministry of Fir@nincreased its projected expenses for the poovisi goods and
services by U.S.$137 million and other non-permaests by U.S.$965 million, both as compared &dtiginal
2016 Budget revenue forecasts.

For 2017, the Ministry of Finance’s estimated peofn for financing needs (both internal debt and
external debt) is U.S.$12.56 billion. The Ministify Finance estimates that approximately U.S.$®iidn will
derive from international financing and approxinhatd.S.$6.13 billion from domestic financing. Witkespect to
international financing, the Ministry of Financepexts that such financing may come from variousrcas)
including drawdowns under existing loan facilitiegw bilateral and multilateral lending facilitidsynd issuances
and other methods of providing liquidity that thepRblic has previously utilized, such as oil seatated
transactions, among others. With respect to doof@sancing, the Ministry of Finance expects teath financing
may derive from rollovers of existing debt, newgaments by the Ministry of Finance and the CerBealk, certain
projects and domestic operations. While the MigisfrFinance has expectations as to the approxiaratunts to
be derived from the various sources, such allocassubject to market conditions as well as tHecigs of the new
administration and such amounts and the use dirthecing sources set forth in this paragraph jesu to change.

Pursuant to Article 295 of the 2008 Constitutionrinlg 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 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 interienigrl, Article
107 of the Cddigo Organico de Planificacion y Fires Publicas (the “Public Planning and Finance Qode
provides that the total amount of the budget fergheceding year, which in this case is the 201dgBt) as initially
approved by the National Assembly, will be usedttes provisional budget for 2017 until the 2017 Beidcs
approved. Article 118 of the Public Planning andakRce Code grants the Ministry of Finance the @ity to
modify any approved budget in an amount up to 15%ng approved allocation. The Ministry of Finarges the
authority to modify the 2016 Budget while it is hgiused as the provisional budget for 2017 and tirei 2017
Budget is approved. Although the initial 2016 agate budget allocation of U.S.$29.8 bhillion remaivisle the
2016 Budget operates as the provisional budge2Gai7, there have been modifications to the budgmtadion for
each sector. The most important differences arm@niincrease to the budgeted amounts for the conuatimns,
social welfare and urban and housing developmastbigeand in a decrease to the budgeted amouthdasingle
Central Bank master account for the managementcafi@or’'s resources (theCtienta Unica del Tesotoor
“Treasury Account”) as well as in decreases tolihdgeted amounts for the natural resources andudigrrial
sectors.

Public Debt

Total public external debt increased from U.S.$&Mlion in 2011, which represented 12.7% of GBP,
U.S.$20.23 billion in 2015, which represented 20@%@DP. This increase in debt was primarily doéncreased
debt from bilateral lenders. Total public exterdabt was U.S.$25.68 billion as of December 31, 20&6pared to
U.S.$20.23 hillion as of December 31, 2015. Totablig external debt as of March 31, 2017 was U.642
billion, an increase from U.S.$21.09 billion asMérch 31, 2016 due primarily to disbursements ahlofrom the
China Development Bank and the issuance of the 20822026 bonds.
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Public sector consolidated debt, including interaatl external debt of the financial and non-finahci
public sector and the external Central Bank debartm®, was U.S.$27,467 million as of March 31, 2017
U.S.$26,811 as of December 31, 2016, U.S$21,27Bomias of December 31, 2015, compared to U.S.$88,6
million as of December 31, 2014, U.S.$13,957 wnilias of December 31, 2013, and U.S.$11,526 miliorof
December 31, 2012 .

As of December 31, 2014, the top three bilatenatiées to Ecuador were China, Brazil and Spain, with
debt levels of U.S.$5,074.4 million (63.7% of tiotat bilateral debt), U.S.$302.8 million (3.8% bEttotal bilateral
debt) and U.S.$158.1 million (1.9% of the totabbéral 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.$5,29E#lion
(85.4% of the total bilateral debt), U.S.$295.5limnl (4.5% of the total bilateral debt) and U.S.@B4million
(2.2% of the total bilateral debt) respectivelys & December 31, 2016, the top three bilateraldesito Ecuador
were China, Brazil, and Spain, with debt levelsb5.$6,974.5 million (89.5% of the total bilaterdébt),
U.S.$227.7 million (2.92% of the total bilateralbtfeand U.S.$133.4 million (1.71% of the total bélal debt),
respectively.

As of March 31, 2016, the top three bilateral lasde Ecuador were China, Brazil and Spain, withtde
levels of U.S.$5,278.5 million (86% of the totalalbéral debt), U.S.$295.5 million (4.8% of the tdtdateral debt)
and U.S.$136.8 million (2.2% of the total bilatedabt), respectively.

As of March 31, 2017, the top three bilateral lasde Ecuador were China, Brazil and Spain, withtde
levels of U.S.$6,807.4 million (88.7% of the tohilateral debt), U.S.$220.3 million (2.87% of thetd bilateral
debt) and U.S.$164.7 million (2.18% of the totdhtaral debt) respectively.

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. D02 the Republic launched cash tender offers ththeers of
the 2012 and 2030 Bonds and from 2009 through &te of this Remarketing Circular has repurchasetitiadal
2012 and 2030 Bonds. As of the date hereof, tta¢ &ggregate amount of outstanding principal 2812 and
2030 Bonds is U.S.$52.1 million, which represen@¥d of the original aggregate principal amounthef 2012 and
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 was ytdbhok certain of the 2012 Bonds in accordance tigir
terms. The Republic successfully repaid all ppatand interest on the 2015 Bonds on Decembe? Q5.

On June 17, 2014, the Republic successfully is&li€d$2.0 billion of Bonds due June 2024 (the “2024
Bonds”) with a coupon of 7.95% at 100% of the pasghprice. The most recent interest payment or2@2d
Bonds, which was due on June 20, 2016, was paitidyRepublic in accordance with the relevant indentThe
Republic is current on its financial obligationsden the 2024 Bonds and intends to make all paymenthey
become due and payable. The Republic used thegusmf the 2024 Bonds to finance its various raldatbric
projects and other infrastructure projects contemegl in the National Development Plan.

On March 24, 2015, the Republic successfully issueti$750 million of Bonds due March 2020 with a
coupon of 10.50% (the “Original 2020 Issuance”)180% of the purchase price. The Republic re-opghed
Original 2020 Issuance on May 19, 2015 and suagkgs$sued an additional U.S.$750 million of Boratsa price
of 107.789%, also due 2020 (together with the @abP020 Issuance, the “2020 Bonds”). The mostnmemterest
payment on the 2020 Bonds, which was due on Sepgteg#h 2016, was paid by the Republic in accordavitte
the relevant indenture. The Republic is currentitsrfinancial obligations under the 2020 Bonds aménds to
make all payments as they become due and paydble.Republic used the proceeds of the 2020 Bonfisance
its various hydroelectric projects and other infiacture projects contemplated in the National Dewment Plan.

On July 28, 2016, the Republic successfully issUedl$1.0 billion of Bonds due 2022 with a coupon of
10.75% (the “Original 2022 Issuance”) at 100% @& flurchase price. The Republic reopened the GQiigia22
Issuance on September 30, 2016 and successfulgdisn additional U.S.$1.0 billion of Bonds at Egiof 100%,
also due 2022 (together with the Original 2022 dsse, the “2022 Bonds”). The Republic is currenits financial
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obligations under the 2022 Bonds and intends toenadlkppayments as they become due and payable R@eablic
used the proceeds of the 2022 Bonds to financeaiisus hydroelectric projects and other infraduites projects
contemplated in the National Development Plan.

On December 13, 2016, the Republic successfullyesd).S.$750 million of Bonds due 2026 with a
coupon of 9.650% (the “Original 2026 Issuance”pat00% purchase price. The Republic reopened thggn@l
2026 Issuance on January 13, 2017 and succesisllgd an additional U.S.$.1.0 billion of Bondsagtrice of
103.364% also due 2026 (together with the Oright#16 issuance, the “2026 Bonds”). The Republizuisent on
its financial obligations under the 2026 Bonds artdnds to make all payments as they become dugayable.
The Republic used the proceeds of the 2026 bondE) tinance Government programs, (2) finance stfiacture
projects that have the capacity to repay the reéldebt obligations and to (3) refinance an exisenternal debt
obligation on more favorable terms.

Ecuador’s other significant external debt transendiin 2015 included a January 7, 2015 memorandum o
understanding with China Development Bank in cotioeavith a loan of up to U.S.$1.5 billion. Theopeeds of
the loan were used for eligible infrastructure atedelopment projects in Ecuador. On the same &ateador
entered into a framework agreement for future compen with China Exim Bank. This agreement allcte
Ministry of Finance to regularly submit prioritysts of projects which it proposes to be financedChyna Exim
Bank, within three years of the date of the agregmihe initial priority list included six projects be financed at a
total cost of U.S.$5.3 billion. The rights andightions of the parties will be stipulated in relavloan agreements
to finance specific projects.

Additionally, on February 26, 2015, Ecuador entemsid a Foreign Purchase Credit Agreement with
Deutsche Bank Sociedad Andnima Espafiola. Thepoageeds of the first disbursement of the loan wses to
purchase radar equipment and other equipment ®rath defense of Ecuador. This agreement provides
U.S.$88 million facility to be repaid in a termmhe years.

On March 31, 2015, Ecuador entered into a 13-y¢&,$85.7 million facility agreement with the Baok
China Limited, Panama Branch (U.S.$60.0 million ogtment) and Deutsche Bank AG, Hong Kong Branch
(U.S.$25.7 million commitment). The proceeds frane first disbursement of this facility were usemt the
restoration and improvement of the Sigchos-Chugnohaind Buena Vista-Vega Rivera-Paccha-Zaruma Highwa

In January 2016, Empresa Publica de Hidrocarbueb€Eduador (“Petroecuador”) entered into a credit
agreement for a facility of up to U.S.$970 millilom a consortium of banks led by Industrial andr@eercial
Bank of China Limited, China Exim Bank, and Chinindheng Banking Corp., Ltd. The first tranche 081$820
million was disbursed in February 2016. The fagitelates to a multiparty contractual structureoiming a crude
oil delivery contract entered into with PetroChingernational Company Limited, (“Petrochina”). Theedit has a
term of five years.

In February 2016, the Republic entered into a WS%million preferential buyer credit loan agreemen
with China Exim Bank to finance the first phaseyathay (See “The Ecuadorian Economy—Other Sectotiseo
Economy—Science and Technology”). The loan agreeimes a 3% interest rate and a term of 20 years.

On April 29, 2016, Ecuador entered into an eiglaryean agreement with China Development Bank for
U.S.$2 hillion. The agreement relates to a muitipeontractual structure involving a crude oil idety contract
entered into with PetroChina.

On July 15, 2016, Ecuador’s Ministry of Finance dahd Official Credit Institute of Spain (Institutie
Crédito Oficial), acting for Spain, entered intt/&.$183.6 million credit agreement for the finargcof the supply
of rolling stock, auxiliary vehicles, workshop teand equipment and parts for Quito’s first metre.l

On July 28, 2016, thénstituto Ecuatoriano de Seguridad Socighe ‘Ecuadorian Social Security
Instituté’ or “IESS”) entered into two loans for U.S.$65.0llmn and U.S.$13.3 million, respectively, boththvi
Deutsche Bank, Sociedad Andénima Espafiola, as agarigus other financial institutions, as mandatead
arrangers and Ecuador, acting through its Minisfrifinance, as guarantor. The loans will be repait a term of
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seven years and will be used to finance the cottgtruand outfitting of hospitals in the city of &gaquil 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 infrastruetndehousing 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 empeogyams.

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

On November 17, 2016, the Republic, acting throitghMinistry of Finance, entered into a 20 year,
U.S.$102.6 million loan facility with China Exim Bk to be used to finance the survey, design andtagrtion of
the Santa Ana Aqueduct Hydraulic Stage One Project.

On November 29, 2016, the Republic entered into.8.$19.7 million loan facility with a final
amortization date of October 15, 2041 with IDB tmahce costs related to its emergency responsegmofpr
reconstruction efforts in the areas that were by the Pedernales Earthquake.

On December 1, 2016, Petroecuador signed a crudsalei and purchase contract with PTT Trading
International Pte Ltd (“PTT International”), pursiao which Petroecuador will receive initial prgpeents of $600
million shortly after signing for crude oil to beeltdvered to PTT International during the five-ydgarm of the
contract. On December 6, 2016, Petroecuador signéeel oil sale and purchase contract with Omardifica
International Ltd (“OTI"), pursuant to which Petoogdor will receive an initial prepayment of U.®3million
shortly after signing for fuel oil to be deliverenl OTI during the 30-month term of the contractctmnection with
each contract, the Republic has agreed to refuntigqurchasers any amounts of the prepaymentseiaicd
surcharges for advance payment which are not otbersatisfied through the delivery of crude oilfael oil,
respectively, or refunded by Petroecuador in a@uwrd with the contracts.

On December 22, 2016 the Municipality of Ibarraeeed into a U.S.$52.5 million loan with the World
Bank for a transport infrastructure improvementjgub The loan has a term of 24 years and is gteed by
Ecuador acting through the Minister of Finance.

On December 22, 2016, Ecuador, acting through itsstly of Finance, entered into a 12 year terrmloa
facility for U.S.$167.4 million with Bank of Chin&imited, Beijing Branch, Bank of China Limited Liaimg
Branch, Bank of China Limited, Panama Branch, Bain&hina, Hong Kong Branch and Deutsche Bank AQ)dHo
Kong Branch. The proceeds of the facility weredugefinance the construction of schools in Ecuasha purchase
of related goods and equipment.

On December 22, 2016, Ecuador entered into a 0% $Aillion loan with the World Bank for a term of
35 years to finance a project to increase the leneolt of technical and technological educationagpams in
Ecuador and strengthen the institutional managewofesuch programs.

On December 28, 2016, Ecuador entered into a LRR$illion credit agreement with a term of 20 year
with the European Investment Bank to finance thestiaction, renovation and equipment of 21 techricel
technological institutes of higher education in &abor.

On February 2, 2017, Ecuador entered into a U.Stilon loan with the Japan Bank for International
Cooperation (“JBIC”) with a term of 12 years todirce an energy efficiency project related to regidewater
heating.

On February 16, 2017, Ecuador gave its guarantBettmamazonas’ issuance of two tranches of notes,
of which is the Remarketed Notes. Under the firab¢he, Petroamazonas issued U.S.$355,225,848t25 doe
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2019 with a coupon of 2.000% pursuant to an inden¢éntered into between Ecuador, the Issuer, tingk BENew
York Mellon and the Bank of New York Mellon, Londdsranch. Under the second tranche, the Issuerdssue
U.S.$315,339,980.55 of the Remarketed Notes purdoeen indenture as described in “Descriptionhaf Notes
and the Guarantee.”

On March 14, 2017, Ecuador entered into a U.S.$8illbn loan with the CAF with a term of two years
to partially finance projects relating to the gextemn, distribution and transmission of electricity

On July 15, 2008, Petroecuador and Petréleos dezueta Ecuador, S.A. (“PDVSA Ecuador”) formed a
new entity called Refineria del Pacifico (the “RDRY which Petroecuador is currently the majorihaseholder
(51%) and PDVSA Ecuador is the minority sharehold®). RDP will develop a refinery project withet same
name to be built in the municipality of Manta, Mah#rovince, with a total nameplate capacity of,800 bpd.
The land rights and environmental licenses necgssatevelop RDP have already been obtained, gdlaminary
detailed feasibility study of the project is contpleThe total estimated investment for RDP is ayxprately
U.S.$15 billion. Negotiations are ongoing to pdevifinancing for the project. In the event RDRile to obtain
financing through debt for this project, it is rabear whether it would be able to do so while remmagj within the
40% public debt to GDP limit as further describad‘®Public Sector Finances—Fiscal Policy.” Constiawrt has
commenced and the project is scheduled to be coedpby year-end 2021.

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 1218 (“Det&483"),
which modifies Article 135 of the Public PlanningdaFinance Code. Decree 1218 changes the metlyydthiat
the Ministry of Finance uses to calculate the tptatlic debt to GDP ratio for the purpose of esshlthg whether
the total public debt ceiling of 40% establishedAiticle 124 of the Public Planning and Finance €bés been
exceeded. Under Decree 1218, the Ministry of Fieawill now use the Total Consolidated Public Debt
methodology set out in the Manual of Public FinaStatistics of the IMF (the “IMF GFS”). The IMF GEFwhich
was published in 2001, provides that the presemtaif government financial statistics, includinggtigublic debt,
should be calculated on a consolidated basis rdittaer on an aggregate basis. According to the GHS, the
consolidation methodology presents statistics fgraap of units as if accounting for a single urit.the context of
total public debt, this means that debt that fldwvetween governmental units or entities or betwéwen central
government and these governmental units or enflii@sa-governmental debt”) is not included in tbaculation of
total public debt. In contrast, the aggregatiorthoeology, which the Ministry of Finance used priorDecree
1218, does include intra-governmental debt in thleutation of total public debt. By changing thethod of
calculating total public debt from an aggregatioetmodology to a consolidation methodology, Decr2481
effectively eliminates certain types of debt frdme talculation and, by extension, reduces the ahajuntal public
debt taken into account for purposes of the 40% fmiblic debt to GDP ceiling. For a descriptidriree risks of
any action by the Government in relation to the 403blic debt to GDP limit, seeRisk Factors-Risk Factors
relating to Ecuado~The Republic may incur additional debt beyond whaestors may have anticipated as a
result of a change in methodology in calculating public debt to GDP ratio for the purpose of coyimgy with a
40% limit under Ecuadorian law, which could matésisadversely affect the interests of Noteholders.”
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Selected Economic Indicators

For the Year Ended December 31,

2012 2013 2014 2015 2016
(in millions of U.S. dollas, except percentag
The Economy
Nominal GDF.......cccccoovieeiiee e 87,92¢ 95,13( 102,29. 100,17 97,80:
Real GDFY ..., 64,36 67,54¢ 70,24: 70,35¢ 69,32:
Real GDP growt .......ccceeveveeeveeeviiesiee e 5.6% 4.9% 4.0% 0.2% -1.5%
For the Year Ended December 31, As of March 31,
2012 2013 2014 2015 2016 2016 2017
(in millions of U.S. dollars, except percentages)
Annual inflation...........cccoceevivieecivimens 4.2% 2.7% 3.7% 3.4% 1.1% 2.3% 0.96%
For the Year Ended December 31, As of March 31,
2012 2013 2014 2015 2016 2016 2017
(in millions of U.S. dollars, except percentages)
International reservés...................... 2,483 4,361 3,949 2,496 4,259 2,573 3,810
For the year ended December 31,
2012 2013 2014 2015 2016
(in millions of U.S. dollars)
Balance of Payment$® ©
Exports®.. 24,56¢ 25,58’ 26,59’ 19,049 17,42¢
IMPONS® oo, 24,519 26,115 -26,660 20,699 -15,85¢
Trade balanc®.........c..cccooeeeeeeeoseeeeeeeenas 50 528 63 -1,650 1,57(
Services balanc® -1,39¢ -1,420 1,171 -80¢ 1,054..
Current account surplus/deficit
of the balance of paymerfts...............cc.cc....... -166 923 523 2,114 1,419
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For the Year Ended December 31,

2012 2013 2014 2015 2016

The Economy

Unemployment Ra®..........ccccoeeevevevnrnn. 4.12% 4.15% 3.80% 4.77% 5.20%

For the Year Ended December 3:
2012 2013 2014 2015 2016

(in millions of U.S. dollars, exct percentage

Non-Financial Public Sectol

TOtal FEVENUE. ... 34,57( 37,26( 39,03: 33,58¢ 30,31+
Total eXPeNditure. ...........c.ocueeeeerereemrrereeeeen 35,394 41,60° 44,34¢ 38,67¢ 37,62¢
SUPIUS/DERCH ... -824 -4,34¢ 5,31¢ 5,091 7,314

AS % Of GDPY ..., 0.9 4.6 5.2 5.1 75

Central Government

Total FeVENUE.......oceiriiiiieiieie e 19,523 20,40( 20,38: 20,34 18,55¢
Total expenditure..........ccooveeeereniinnecnienene 21,240 25,86: 26,79« 24,14¢ 24,10:
Surplus/Defici..... -1,71% -5,461 -6,41: -3,80¢ -5,54¢
AS % 0of GDPM e, 2.0 5.7 6.3 3.8 5.7
Public Debt® As of December 31, As of March 31,
2012 2013 2014 2015 2016 2016 2017

Consolidated Total Debt................... 11,525.5 13,957.2 18,679.2 21,2728  26,8%0.6 22,452.& 27,466.9

Consolidated Debt to GDP Ratia..... 13.1 14.7 18.3 21.2 27.9 21.9 29.3

Source: Ministry of Finance March 2017 Bulletin

(1) December 2016 figures and March 2016 figures basddinistry of Finance December 2016 and March 2BliBetin respectively.

(2) Based on Ministry of Finance estimate of projec®P, which differs from look-back data from the @ahBank.

(1) Real GDP measures the Gross Domestic Pradiatuador minus the effect of inflation. The CahBank of Ecuador uses 2007 as its base yeatl fiah
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 intéwnat 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 institnts held in the Central Bank.

(3) Figures reflect figures from “Balance of Payts&itables on pages 122-123.

(4) Unemployment figures based on figures fromidtel Institute of Statistics. As a percentagéhefeconomically active population.

(5) Debt figures in this Remarketing Circular besed on information from the Ministry of Finare®&larch 2017 Debt Bulletin and reflect data for Ma2017
unless otherwise indicated.

(6) Balance of payments data is published by thet@ Bank on an annual and quarterly basis. Nusieflect fourth quarter 2016 information.

(7) Debt to GDP percentages for February 20&talculated using estimates from the MinistriFimfance and the Central Bank.
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THE REMARKETING

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 fRemarketing Circular.

Issuer: La Empresa Publica de Exploran y Explotacion de Hidrocarbur
PetroAmazonas EP

Guarantor: The Republic of Ecuad:

Securities Remarketed U.S.$315,339,980 principal amount of 4.625% notes 2D2C
Offering Format: Rule 144A/Regulation

Remarketing Price: 90.984%

Issue Date o Certificated Notes:  February 16, 201

Remarketing Date: May 9, 2017

Maturity Date: February 16, 202

Interest: 4.625% per annum, computed on the basis of -day year of twelve &
day months.

Interest Payment Dates The 1¢" day of each Montl The first interest payment occurred on Mz

16, 2017 and the first interest payment on the Rketed Notes wil
occur on June 16, 2017.

Principal Repayments: Oneiwelfth of the original aggregate principal amowfitthe Notes o
each Principal Repayment Date.

Principal Repayment Dates: The 18 day of each month, commencing on March 16, 2019.

Form: The Remarketed Notes will be represented in the fof global note:
without coupons, registered in the nominee namethaf commol
depositary for Eurocleaand Clearstream for the accounts of
participants. Remarketed Notes in definitive dedted form will not bi
issued in exchange for the global notes except runlieited
circumstances.

Denominations: The Remarketed Notes are in denominations.S.$200,000 and integ
multiples of U.S.$1 in excess thereof.

The Guarantee The Guarantee provides tt

a) the Guarantor irrevocably guarantees the full andcfual paymet
of the Guaranteed Obligations when due (whethenaturity, upol
redemption, ateleration or otherwise), including the due
punctual payment of all principal, premium, if amgnd interes
amounts owed by the Issuer under or in connectiibh the Note
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Ranking of the Notes:

b)

c)

d)

e)

9)

h)

and the Indentur

the performance of the Guarantor’s obligations unide Guarante:
are backed by the full faith and credit of the Gunor;

upon the failure by the Issuer to pay any portibrthe Guarantee
Obligations when due (unless such rmpayment is due to ¢
administrative or technical error and is remedidéthiw five Busines
Days of the date when such payment is due or,drcéise of intere
amounts owed by the Issuer under the Notes and tidddl
Amounts, after the expiration of the 8@y grace period applicable
the Issuer pursuant to the terms of the Indejttihe Guarantee w
be payable on written demand of the Trustee (fer dbnefit of th
Holders (subject to a temay grace period following written deme
on the Guarantor)), without any further notice iegment
instruction from the Holders or thetisfaction of any other conditic
and will constitute a guarantee of payment ancbhobllection;

the Guarantee will remain in effect until the dapeon which all th
Guaranteed Obligations have been unconditionailyefeasibly an
irrevocably paid in full;

if at any time any amount of the Guaranteed Oliligatis rescinde
or must otherwise be restored, the rights of thar@iteed Parti
under the Guarantee will be reinstated with resfresuch paymen
as though such payments had not been made;

the obligations of the Guarantor under the Guasamtd constitute
the general, direct, unsecured, unsubordinated wmzbnditiona
obligations of the Guarantor, will be backed by fa# faith anc
credit of the Guarantor and will rank equally innte of priority only,
with the External Indebtedness (other than Excludddbtedness)
the Guarantor; provided that such ranking is imteof priority only
and does not require that the Guarantor make eafsyiments on tt
Guarantee with payments made on its other Exténdabtedness;

the liability of the Guarantor under the Guaraniseprimary
absolute, irrevocable, unconditional and is exstisind independe
of any security for or other guaranty of the in@elotess of the IsstL
whether execetd by the Guarantor, any other guarantor or by
other party, and the liability of the Guarantor endhe Guarantt
will not be affected or impaired by any circumst&ra occurrenc
whatsoever; and

the liability of the Guarantor under the Guaramdé not be affecte
or impaired by any circumstance or occurrence vdeaer, whicl
would reduce, release or prejudice any of its alticsns under tr
Guarantee (without limitation and whether or nobwn to it) any
invalidity or unenforceability relatintp or against the Issuer, for &
reason of any of the Indenture or the Notes, or proyision o
applicable law purporting to prohibit the perforroarby the Issuer
any of the Issuer’s obligations under the Indenturthe Notes.

The Notes are general, direct, unsecured, unsutmiedi an
unconditional obligations of the Issuer and rankiadly in terms o
priority with the Issuer’s External Indebtednesspvided that, suc
ranking is in terms of priority only and does netuire that the Issu
make ratable payments on the Notes with paymentienoa its othe
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Ranking of the Guarantee

Withholding Tax and Additional
Amounts:

Representations and Covenants ¢
the Issuer:

Representations and Covenants ¢
the Guarantor:

External Indebtedne:

The obligations under the Guarantee are generagctdi unsecure
unsubordinated and unconditional obligations ef @uarantor, backed
the full faith and credit of the Guarantor and radually in terms ¢
priority with the Guarantor’s External Indebtednésther than Exclude
Indebtedness), provided, that, such ranking igfims of priority only an
does not rquire that the Guarantor make ratable payments ha
Guarantee with payments made on its other Exténdabtedness.

Unless otherwise required by law, the Issuer ard@harantor will mak
all principal and interst payments on the Notes or the Guarante
applicable) without withholding or deducting anyegent or future tax
imposed by Ecuador or any of its political subdoms or taxing
authorities. If the Issuer or the Guarantor (gsliaable) is requied by
law to deduct or withhold taxes, except to the mixfgrovided for ir
“Description of the Notes and the Guarante&dditional Amounts,” th
Issuer or the Guarantor (as applicable) will pag tiolders of the Not
such additional amounts as may leressary to ensure that they rec
the same amount as they would have received witlmopitvithholding o
deduction.

The Issuer agrees to comply with, among othersfallmving covenant:

a) The Issuer will otain and maintain in full force and effect
Ecuadorian Authorizations necessary under the lawScuador fo
the execution and delivery of, and performanceheylssuer unde
the Notes and the Indenturefor their validity or enforceability, at
take all necessary and appropriate Governmental dmingstrative
actions in Ecuador in order to be able to makepajiments to L
made by it under the Notes and the Indenture.

b) The Issuer will ensure that at all times its obigras under the Nott
are geeral, direct, unsecured, unsubordinated and uritoomnal
obligations of the Issuer and ensure that the Nwiésank equally ir
terms of priority with the Issuer’s External Indethess (other thi
Excluded Indebtedness), provided, that, such ranlsnin terms c
priority only and does not require that the Issneake ratabl
payments on the Notes with payments made on iter dixterna
Indebtedness.

c) The Issuer will use its reasonable best effortiéstcand thereafter
maintain the listing of the Notes on the Irish &téxchange.

d) The Issuer wilkconsolidate or merge with or into any other Pergo
in a single transaction or a series of relatedstiations, sell, lease
otherwise transfer, directly or indirectly, all substantially all ofts
assets to any other Person, subject to certairpggns.

The Guarantor agrees to comply with, among oth#rs, following
covenants:

a) The Guarantor will obtain and maintain in full ferand effect a
Ecuadorian Authorizations necessary under the lawscoador fo
the execution and delivery of, and performance Iy Guarantc
under, the Guarantee and the Indenture or for thalidity or
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Events of Default:

b)

enforceability, and take all necessary and appatprGovernmrntal
and administrative actions in Ecuador in orderéoable to make ¢
payments to be made by it under the Guaranteehankhdenture.

The Guarantee will ensure that at all times itdgaitions under th
Guarantee are general, direct, unsecured, hamdinated an
unconditional obligations that will be backed by tfull faith anc
credit of the Guarantor and ensure that the Guesamiill rank
equally in terms of priority with the Guarantor’s Exterr
Indebtedness (other than Excluded Indebtedness)ided, that, suc
ranking is in terms of priority only and does nefqjuire that th
Guarantor make ratable payments on the Guarantide payment
made on its other External Indebtedness.

The Guarantor will not create or suffer to existpermit the @ntra
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 the Guaramtthe Centr:
Bank unless, on or prior to the date suahrlis created or comes il
existence, the obligations of the Guarantor unberGuarantee al
the Indenture are securemtjually and ratably with such Exter
Indebtedness, subject to certain exceptions.

The Notes contain, among ots, the following events of default, 1
occurrence of which may result in the acceleratanthe Issuer’
obligations under the Notes prior to maturity:

a) The Issuer fails, on the applicable payment daie(i)t make an

b)

c)

payment of principal or Make-Wholemount on the Notes (unle
such nonpayment is due to an administrative or technicadreand it
remedied within five Business Days of the date wigth payment
due) or (i) make any payment of an interest amarnAdditiona
Amount on the Notes with 30 days of the date when such payr
is due; providedthat no event of default shall occur in respec
either the Issuer or the Guarantor if an equivagEntment is mac
when due by the Guarantor pursuant to the terntheiGuarante
(subject to pgment by the Guarantor being made within ten dd
written demand being made by the Trustee on bedfaifolders o
the Notes, upon any such npayment at the conclusion of
applicable grace period).

The Issuer or the Guarantor fail to perform or pgnwith any othe
obligation under the Notes or under the Indentunelyding the
Guaranteg and the Issuer or Guarantor (as applicable) datsor
cannot cure that failure within 30 days after ttaiges written notic
from the Trustee or holders df least 25% of the aggregate princ
amount of the Notes then outstanding regardingdatsult.

The Issuer becomes insolvent or is generally unagbay its debts
they become due, and as a result, (i) applies facoasents to ¢
suffers the appotment of an administrator, liquidator, receiven
similar officer in respect of the whole or any dalogial part of th
undertaking, property, assets or revenues of tkaefs (ii) take
corporate action, legal proceedings or other pnacedr stepsn
relation to the suspension of payments, a moratoagfiindebtednes
winding-up, dissolution, administration, provisional supgon ot
reorganization of the Issuer; or (iii) makes oreestinto a gener
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d)

9)

h)

k)

assignment or an arrangement or compositiith or for the benef
of its creditors.

An order is made or an effective resolution pageeavinding up ths
Issuer, other than for purposes of a reorganizati@ccordance wil
the laws of Ecuador.

Any of the Issuer, the Guarantor, or a court ofpgrgurisdiction,
declares anoratoriumwith respect to the payment of principal of
interest on, the Issuer’s or the Guarantor's Exierdndebtednes
(other than Excluded Indebtedness of the Guarantor)

The Issuer or the Guarantor, as the case may ibéofmake an
payment in respect of any External Indebtednes&fdhan Exclude
Indebtedness in thease of the Guarantor) in an aggregate prin
amount in excess of U.S.$50,000,000 (or its egentain any othe
currency) when due (as such dateyrba extended by virtue of a
applicable grace period or waiver).

The holders of at least 25% of the aggregate mdstg principa
amount of any of the Issuer’s External Indebtedness the
Guarantor’s External Indebtedness (other than Eed
Indebtedhess) in either case having an aggregate prinaipalunt ir
excess of U.S.$50,000,000 (or its equivalent in atimer currency
accelerate or declare such External Indebtednesketalue an
payable, or required to be prepaid (other than byegularly
scheduled prepayment), prior to its stated mafusitya resulof in
each case, the failure of the Issuer or the Guaraas the case m
be, to pay the principal or interest on such Exdemndebtedness, a
such acceleration, declaration or prepaymen not annulled ¢
rescinded within 30 days.

Any of the Issuer or the Guarantor denies, repasiat contests al
of its payment obligations under the Notes or th@ehture, as tt
case may be, in a formal administrative, legis@tjudicial or arbital
proceeding or any constitutional provision, tredfyw, regulation
decree, or other official pronouncement of the égswr any fing
decision by any court in the Republic having juididn, renders

unlawful for the Issuer to pay any amount chrethe Notes or f
perform any of its obligations under the Notesh& Indenturer for
the Guarantor to pay any amount due on the Guaramt® perforr
any of its obligations under the Guarantee or tigemhture.

The Guarantor fails to maintain itssmbership in the IMF or ceas
to be eligible to use the resources of the IMF.

The Guarantor fails to maintain its membershipoimits eligibility to
use the general resources or equivalent of, an@A¥, FLAR anc
IDB.

There shall have been entered agaany of the Issuer, the Guarai
or the Central Bank in a matter related to Extehn@débtedness (oth
than Excluded Indebtedness of the Guarantor) al fidgment
decree or order by a court of competent jurisdicfimm which ne
appeal may be mador is made within the time limit for doing sor
the payment of money in excess of U.S.$50,000,60a9 equivaler
in another currency) and 120 days shall have paseed the entry «
any such order without the Issuer, the Guarantth@BancdCentra
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Use ¢ Proceeds

Collective Action Clauses:

having satisfied such judgme

[) There shall be made against any of the IssuerGimantor or th
Central Bank in a matter related to External Inddbess (other thi
Excluded Indebtedness of the Guarantor) an arbévedrd by |
tribunal of conpetent jurisdiction from which no appeal
application to a tribunal or court of competentgdiction to set asic
may be made, or is made within the time limit faind) so, for th
payment of money in excess of U.S.$50,000,000t¢oequivalent i
another currency) and 120 days shall have passed giecmaking ¢
any such award without the Issuer, the Guarantother Banci
Central, as the case may be, having satisfiedvtlaeda

m) The Issuer ceases to be a public-sector entithefRepublic or ta
Republic shall otherwise cease to control the Issae the Issue
shall be dissolved, disestablished or shall susjgsndperations, i
each case other than for purposes of a reorgamizati accordanc
with the laws of Ecuador, and such dissolutidisestablishment
suspension of operations is material in relatiothe®obusiness of tl
Issuer; or the Issuer and entities that it contsblall cease to be,
the aggregate, the primary pubfieetor entities which condt
exploration, developmerdnd production of hydrocarbons on be
of the Republic. For the purposes of this provisithe tern
“primary” shall refer to the production of at lea% of the barre
of oil equivalent of crude oil and gas produced publicsectol
entities in Ecuador.

n) The Issueiceases to carry on all or a substantial part dbutsness
or sells, transfers or otherwise disposes (whetr@untarily or
involuntarily) of all or substantially all of itssaets (whether by o
transaction or a series of transactiovizether related or not) otk
than the Republic or any other instrumentality éo&mprovided, that,
such sale or transfer to the Republic or otherumséntality therec
does not materially affect the Guarantor’s obligasi under th
Guarantee.

The proceeds will be used to pay the Selling Sstwiders the
participate in the Remarketing, as further desaribe*Use of Proceeds
The Issuer will not receive any proceeds from tlenRrketing of th
Notes.

The Notes contain provisions, commonly known aslléctive actior
clauses,” regarding acceleration of the Notes anting on futur
amendments, modifications and waivers to the temasconditions of tr
Notes. These provisions, which are describedhe sections entitle
“Description of the Notes and the GuaranteeEvents of Default” an
“Description of the Notes and the Guarantee — Mcalifons —Collective
Action,” differ from those applicable to certain dhe Guarantor
outstanding Externdhdebtedness. Under such provisions, the Issud
the Guarantor may: (a) amend the payment provisofrthe Notes ar
certain other reserved matters with the consetiteoholders of 75% of tl
aggregate amount of the outstanding Notes and othereserved matte
with the consent of the holders of 886 of the aggregate amount of
outstanding Notes; (b) make reserved matter modifications affecting
or more series of debt securities with the consé() holders of at lea
66%:% of the aggregate principal amount of the outstandebt securitie
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Transfer Restrictions:

Listing:

Remarketing:

Remarketing Agent:

of all series that would be affected by that resérmatter modificatic
(taken in aggregate) and (y) holders of more th@¥ ®f the aggrega
principal amount of the outstanding debt securitiesach affected seri
(taken individually); or (c) make reserved matter modifications affect
two or more series of debt securities with the ean®f holders of at lee
75% of the aggregate principal amount of the ontitey debt securiti¢
of all affected series (taken in aggregate), predidhat the Wiformly
Applicable condition is satisfied, as more fullysdgbed in “Descriptio
of the Notes and the Guarantee — Modifications HeCibve Action.”

The Notes have not been and will not be registeretkr the Securiti
Act, ard will be subject to restrictions on transferapilénd resale. Si
“Transfer Restrictions.” Further, other than with respect to
Remarketed Notes offered herellye Certificated Notes initially issu
under the Indenture and on Issue Date (as defiméd-Remarketing”
may not be transferred in any circumstances exggjpt connection witl
the granting by holders of security interests m otes or (ii) to affiliate
of the holder, so long as any pledgee or transfa®applicable, agrees
be bound by the transfer restrictions in the Notes @either (i) :
“Qualified Institutional Buyer” as defined in Rul&44A(1) under th
Securities Act or (ii) a “non U.S. Person” (as defl in Rule 902 und
the Securities Act).

Application ha been made to list the Remarketed Notes on thei&l
List of the Irish Stock Exchange to be admittedr&mling on its Globs
Exchange Market.

This Remarketing Circular relates to the remarkgtthe “Remarketin”)
of the Remarketed Notes pursuant to the Remarketimgefigent entere
among, the Issuer, the Guarantor, the Remarketgen®and the Sellir
Securityholders on May 9, 2017 (the “Remarketinge®gent). For
more information se “Subscription and Sale”. The Notes initially isd
on the Issue Date were in the form of certificatetes without coupor
(the “Certificated Not€3 and two Global Notes each without coup
and with a zero balance: an Urtrated Global Note and a Restric
Global Note. The Indenture also provides that i ¢went not all of tt
Notes that holders elected to be eligible for themBrketing ar
successfully remarketed, the Transfer Agent will, @ pro rata bas|
select he Certificated Notes to be surrendered to the t&eudol
cancellation, and the Trustee will pay to the hddef such Notes ¢
amount per Note, in cash, to be calculated in a@erae with the terms
the Remarketing Agreement. The Indenture providaswith respect |
the Remarketing, the Transfer Agent will write e principal amount
the Restricted Global Note and the Unrestricted b&loNote, a
applicable, by the corresponding amount of theqgpal amount of th
Certificated Notes beinguarendered for cancellation; provided however,
that the Transfer Agent will if applicable, roundwh to the neare
dollar, the principal amount of each Global Note,ahdirected in writing
by the Issuer, will enter in the applicable ISINda€ommon Cde
numbers on the face of each Global Note. Any Geatiéd Notes that a
not redeemed will remain outstanding until the migtudate (unles
redeemed prior to maturity).

Citigroup Global Markets Limite
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Absence of a Public Markeffor the There is currently no established market for théesloNone of the Issu

Notes:

Trustee, Registrar, New York
Paying Agent and Transfer Agent:

London Paying Agent
Irish Listing Agent:

Governing Law:

Submission to Arbitration:

the Guarantor, or the Remarketing Agent can progite assurances t
a liquid market for the Remarketed Notes will depelThe Remarketir
Agent has advised tHesuer and the Guarantor that it currently inteim
make a market in the Remarketed Notes. Howevés, nibt obligated t
do so, and any marketaking with respect to the Remarketed Notes
be discontinued without notice.

The Bank of New York Mello

The Bank of New York Mellon, London Bran

Maples and Calde

The Notes and the Guarantee are governed by the dhvhe State «
New York, except for the terms concerning submissito arbitratio
which will be governed by English law.

(&) Any dispute, controversy or claim of any naturesiag out of
relating to or having any connection with the Indee,including any
dispute as to the existence, validity, interpretati performanc
breach, termination or consequences of the nudlitthe Indentur
where the Issuer or Guarantor is a party, claimaspondent or
otherwise necessary, will not bdewed to a court of any jurisdicti
and will instead be referred to and finally resdiviey arbitratior
under the LCIA Rules as at present in force andhadified by the
Indenture which LCIA Rules are deemed to be inoafmol by
reference. In particular:

® There will be three arbitrators.

(i) Each arbitrator will be an English or New York dfiat
lawyer of at least 15 years’ standing with experéerin
relation to international banking or capital maskdisputes
At least one of those arbitrators wik la lawyer qualified i
New York; and

(iii) If there are two parties to the Dispute, each paitl be
entitled to nominate one arbitrator. If there aneltiple
claimants and/or multiple respondents, all claimatd/o
all respondents will attempt to agrapon their respectiy
nomination(s) such that the claimants will togetHma
entitled to nominate one arbitrator and the respotsdwill
together be entitled to nominate one arbitratdranly suct
party or multiple parties fail to nominate an ardtior within
thirty (30) days from and including the date ofeipt of the
relevant request for arbitration, an arbitrator | wile
appointed on their behalf by the LCIA Court in acance
with the LCIA Rules and applying the criteria aawse (ii
above. Insuch circumstances, any existing nominatio
confirmation of the arbitrator chosen by the pamtypartie:
on the other side of the proposed arbitration vii#
unaffected, and the remaining arbitrator(s) willampointe:
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Scope of Sovereig

Immunity of the Issuer:

in accordance with the LCIA Hes

(b) The third arbitrator and chairman of the arbitmdbunal will be
appointed by the LCIA Court in accordance with thH@lA Rules
and applying the criteria at clause (ii) above.

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

(d) The language to be used in the arbitration will be EimnglisThe
arbitration provisions of the Indenture will be gowed by Englis
law.

(e) Without prejudice to any other mode of service\va#ld by law, eac
of the Issuer and the Guarantor appoints Law Deiper®rporate
Services Limited, as its agent under the Indenfareservice o
process in relation to any proceedings before thgligh courts il
relation to any arbitration contemplated by the eimtre or i
relation to recognition or enforcement of anytswarbitral awar
obtained in accordance with the Indenture.

If the Process Agent is unable to act as the Issnédfor the Guaranto
agent under the Indenture for the service of pmcttee Republic and/
the Guarantor, as applicable, must immediatehd in any event with
ten days of the event taking place) appoint anadlgent (a “Replaceme
Agent”) on terms acceptable to the Trustee.

The Issuer and the Guarantor agree that failuthéyrocess Agent or,
applicable, a Replacement Agentnuify the Issuer and/or the Guarar
of the process will not invalidate the proceediogscerned.

Any Dispute between the Trustee and any holderBotiters only an
where the Issuer and/or the Guarantor is not g,padimant, responde
or otherwise is necessary thereto, will be subjecthe nonexclusive
jurisdiction of any New York state or United Statederal court sitting i
the Borough of Manhattan, the City of New York, aamy appellate cor
from any thereof, in any action or proceedargsing out of or relating
the Indenture (except actions or proceedings aisimder or i
connection with U.S. federal and state securitgags), and the Trust
and the holders will irrevocably submit to suchigdiction and agree th
all claims n respect of such Dispute may be heard and detechirmsucl
New York state or United States federal court.

The execution and delivery of the Indenture byldseier constitutes, a
the Issuer’'s performance @nd compliance with its obligations v
constitute, an act of commercial public credit esvigled under the lav
of the Republic. To the extent permitted by lawe tssuer irrevocab
and unconditionally agrees that:

(@) the Issuer submits to the juristion of any Ecuadorian court anc
any legal process in the Republic’s courts (othentattachme
proceedings prior to recognition or enforcemerarmfarbitral award
in connection with the enforcement of an arbitrahed obtained i
accordance wit the Indenture, except with respect to the Imn
Property, which shall be entitled to immunity fraenforcement i
accordance with mandatory provisions of the laws of Ecuador;

(b) the Issuer submits to the jurisdiction of any cautside the Republ
and to any legal process, orders or other measuresurts outsid
the Republic, whether through service or noticgcaiment in aid ¢
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execution, execution against property of any sactjons in rem ¢
the grant of injunctions or specific performanie,connection witl
the enforcement of an arbitral award obtained costance with th
Indenture, except with respect to the Immune Ptgpehich shall b
immune to the fullest extent;

(c) the Issuer undertakes not to invoke any defenstherbasis of an
kind of immunity, for itself and/or its assets whido not constitu
Immune Property in respect of any of the foregdegal actions
proceedings; and

(d) the Issuer submits to the jurisdiction of the Eslglicourts il
connection with any proceeding wking the supervisory jurisdictic
of those courts in relation to an arbitration cortdd pursuant to tl
Indenture.

The levy of execution on assets of the Issuer withe territory of th
Republic will be carried out in accordance with amdler thedws of ths
Republic.

The Issuer irrevocably waives, to the fullest ekfgermitted by law, ar
requirement or provision of law that requires thestmmg of a bond ¢
other security as a condition to the institutiorggecution or completic
of any action or proceeding.

An arbitral award obtained in accordance with theéehture (whether tl
Issuer and/or the Guarantor is a party) will becbasive and may [
enforced in any jurisdiction in accordance with New York Conventio
or in any other manner provided for by law.

“Immune Property,” in accordance with the provisoof the law @
Ecuador has the same meaning whether applied terbperty of th
Issuer or the Guarantor and means:

(a) any property which is used or designated for usiaénperformance
of the functions of the diplomatic mission of Ecandr its consule
posts;

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

(c) property forming part of the cultal heritage of Ecuador or part of
archives;

(d) unexploited natural norenewable resources in Ecuador;
(e) funds managed in the National Treasury Account;

() assets and resources comprising available mone&sgrves c
Ecuador;

(g) public domain assets used faoviding public services in Ecuador;

(h) national assets located in the territory of Ecuaat belonging to tt
Republic, such as streets, bridges, roads, squleeshes, sea a
land located over 4,500 meters above sea level,

(i) accounts of the Central Bla whether they are held abroad or locally;
and

() public entities’ deposits with the Central Bank, etiter they ar
maintained abroad or locally.
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Scope of Sovereig

Immunity of the Guarantor:

Further Issues:

“New York Conventioi” means the New York Convention on the Recogn
and Enforcement of Arbitral Awards 1958.

The execution and delivery of the Guarantee byGharantor constitute
and the Guarantors performance of and compliante i@ obligation
will constitute, an act of commeadipublic credit as provided under
laws of the Republic. To the extent permitted aw,lthe Guarant
irrevocably and unconditionally agrees that:

(a) the Guarantor submits to the jurisdiction of any&dorian coul
and to any legal process in the Relis courts (other the
attachment proceedings prior to recognition or m@ment of a
arbitral award), in connection with the enforcemehtan arbitra
award obtained in accordance with the Indenturesepmix with
respect to the Immune Property, whatiall be entitled to immuni
from enforcement in accordance with mandatory giows of th
laws of Ecuador;

(b) the Guarantor submits to the jurisdiction of anyrtmutside th
Republic and to any legal process, orders or otieasures in coul
outdde the Republic, whether through service or notidachmer
in aid of execution, execution against propertpo§ sort, actions
rem or the grant of injunctions or specific perfamue, ir
connection with the enforcement of an arbitral alvabtaine in
accordance with the Indenture, except with resped¢he Immun
Property, which shall be immune to the fullest extent;

(c) the Guarantor undertakes not to invoke any defensthe basis (
any kind of immunity, for itself and/or its assethich do no
constitute Immune Property in respect of any offtregoing lege
actions or proceedings; and

(d) the Guarantor submits to the jurisdiction of theglsi courts it
connection with any proceeding invoking the supsany
jurisdiction of those courts in @ion to an arbitration conduct
pursuant to the Indenture.

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

The Issuer irrevocably waiveR) the fullest extent permitted by law, ¢
requirement or provision of law that requires thestmmg of a bond ¢
other security as a condition to the institutiorggecution or completic
of any action or proceeding.

The Issuer mayrom time to time, without the consent of the haotdet
the Remarketed Notes, create and issue additionafagteed not
having the same terms and conditions as the Remedrkéotes in a
respects (or in all respects except for the amaifinthe first nteres
payment and the issue price) provided that:

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

(b) such additional notes do not have, for purposed)&. federe
income taxation, a greater amount of original istiseount than th
outstanding Notes have as of the date of the isbaach addition:
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notes (regardless of whether any holders of suded\are subject
U.S. federal income taxation).
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RISK FACTORS

This section describes certain risks associated imesting in the Remarketed Notes. You shouldutb
your financial and legal advisors about the riskiofesting in the Remarketed Notes. Petroamazanddcuador
disclaim any responsibility for advising you onglanatters.

Risk Factors Relating to the Remarketed Notes

There may be no active trading market for the Réstad Notes, or the trading market for the Remarket
Notes may be volatile and may be adversely affditedany factors.

The Notes do not currently have any establishedingamarket, and the Remarketed Notes will not have
any established trading market when issued, ane tten be no assurance that an active trading mémkéhe
Notes will develop, or, if one does develop, thatill be maintained. If an active trading markat the Notes does
not develop or is not maintained, investors mayb®tble to sell their Notes easily or at priced thill provide
them with a yield comparable to similar investmethist have a developed secondary market, and thketmar
trading price and liquidity of the Notes may be edely affected. Even if a trading market for ketes develops,
the Notes may trade at a discount to their ingfédring price, depending upon prevailing inteneges, the market
for similar securities, general economic conditicarsd the financial condition of Ecuador. Althougplication has
been made to list the Remarketed Notes on the ig@lffldst of the Irish Stock Exchange, and to habe t
Remarketed Notes admitted to trading on its Gldbathange Market, there can be no assurance that suc
application will be accepted or that an active itrgdnarket will develop. llliquidity may have a tedal adverse
effect on the market value of the Remarketed Notes.

The price at which the Remarketed Notes will triadfie secondary market is uncertain.

Petroamazonas has been advised by the Remarkegiegt fat it intends to make a market in the Notes
but is not obligated to do so, and in the event ithdoes so, it may discontinue market makingrat tame without
notice. Application has been made to list the Ré&etad Notes on the Official List of the Irish Stdexchange and
to have the Remarketed Notes admitted to tradinigsoBlobal Exchange Market. No assurance canvena@s to
the liquidity of the trading market for the Remada@Notes. The price at which the Remarketed Neiksrade in
the secondary market is uncertain.

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

The Notes contain provisions, commonly known adléctive action clauses,” regarding acceleration of
the Notes and voting on future amendments, modiidica and waivers to the terms and conditions ef Notes.
Under these provisions, which are described irs#otions entitled “Description of the Notes and Guarantee —
Events of Default” and “Description of the Notesdathe Guarantee — Maodifications — Collective Action
Petroamazonas and the Republic may: (a) amendayragmt provisions of the Notes and certain othsemed
matters with the consent of the holders of 75%hef aggregate amount of the outstanding Notes dra abn-
reserved matters with the consent of the holders of 66 %:% of the aggregate amount of the outstanding Notes; (b)
make reserved matter modifications affecting twonare series of debt securities with the consefx)dfiolders of
at least 68% of the aggregate principal amount of the outstapdlebt securities of all series that would be
affected by that reserved matter modification (telkeaggregate) and (y) holders of more than 50%h®fggregate
principal amount of the outstanding debt securibfesach affected series (taken individually); or (c) make reserved
matter modifications affecting two or more seriégebt securities with the consent of holders déast 75% of the
aggregate principal amount of the outstanding detuirities of all affected series (taken in aggegarovided that
the Uniformly Applicable condition is satisfied.
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A failure by Petroamazonas to generate operatinvgmele, obtain approval for a sufficiently sized &ah
Budget for 2017, or to receive sufficient fundguldill its obligations in respect of the Notes magversely affect
the repayment of the Notes by the Issuer.

As a public companyefnpresa publica Petroamazonas has budgetary autonomy from thaldRe. The
authority and ability of Petroamazonas to pay manyetbligations or expend funds is subject to gsagation of
operating revenue and approval of its General Bulbgés board of directors, in accordance with $tate-Owned
Companies Law. The crude oil produced by Petroamesz and the proceeds of sales of such crudbebing to
the Republic. All crude oil produced by Petroanmasois commercialized by Petroecuador. All revergemerated
by Petroamazonas in excess of its operating costsleposited in the accounts of PetroamazonaseirC#ntral
Bank, and excess amounts not invested or reinvést&btroamazonas are transferred to the Repuiligse in the
General State Budget. Petroamazonas’ revenuedesived from delay penalties that it is entitledingpose
pursuant to its service agreements, as well as mimoeceived from the Hydrocarbons Secretariatather entities
for the transportation of hydrocarbons through RODA pipeline network. In 2016, these revenuesewer
approximately U.S.$130.4 million, without takinganaccount revenue recognized in connection wihrétversal
of an impairment previously recognized in 2015. aA®sult, Petroamazonas does not generate saoffigerating
revenue to pay obligations pursuant to the Notesveill depend on receipt of additional contributsoftom the
Ministry of Finance to satisfy its obligations, iaccordance with the government appropriations pggoce
Petroamazonas does not control the government japgotions process. Political factors affecting BRepublic or
Petroamazonas could result in lower or no apprtpnia being made in the General Budget of Petroanas for
payment of the Notes, and a lower or no appropratbeing made in the General State Budget of dpaiBtic for
contributions to Petroamazonas. As of the datediethe Republic has not defined an income model t
compensate Petroamazonas directly for is produefifants. Instead, the majority of Petroamazomggrations are
funded through an annual contribution from the Mlini of Finance in an amount equal to the GenetalgBt
approved by Petroamazonas’ board of directorsro@etazonas’ 2017 General Budget has been appraved i
amount of U.S.$2.223 billion. However, the apptafahis General Budget does not guarantee thab&mazonas
will have funds sufficient to fulfill its obligatios in respect of the Notes. Petromazonas’ GeiBardget is not
always sufficient to cover its operating expensesr example, in 2016, Petroamazonas requesteihtueases to
its General Budget in an aggregate amount of U13.$5million, which were subject to the appropaas process.
The Ministry of Finance contributes funds to Patnazonas on a monthly basis based on the proceeeisee by
the Republic from the commercialization of hydrdiars by Petroecuador, and has not funded Petroaasizo
recent General Budgets in full. The table belots $erth the aggregate amount of the General Butdgetach of
the years indicated below, as well as the portfoeach General Budget that has not been fundeléiyiinistry of
Finance as of April 30, 2017.

2017 201¢ 201t
(U.S.$ in millions
Aggregate General Bud(.............ccccceeeeeee 2,223.( 2,684.( 3,533.:
Portion of General Budget Not Funded 1,356.(
the MOF ...t 1,593.2 1,814.7

A failure by Petroamazonas to obtain approval fosufficiently sized General Budget for 2017 or to
receive sufficient funds to fulfill its obligations respect of the Notes may adversely affect neyay of the Notes.

Recent federal court decisions in the United Stateate uncertainty regarding the meaning of ragkin
provisions and could potentially reduce or hindkee tability of wholly owned sovereign companies sowereign
issuers to restructure their public sector debt.

In litigation in federal courts in New York captesiNML Capital, Ltd. v. Republic of Argentinthe U.S.
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 pagisen
respect of new performing notes that it issuedxchange for the defaulted notes in a restructuingvhich a
certain minority of holders elected not to partatg unless it makgso rata payments in respect of the defaulted
notes that ranlpari passuwith new notes. The defaulted notes in this alidenot contain the “collective action
clauses” referred to in the preceding risk factérhile the U.S. Court of Appeals for the Secondcdirs decision
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was narrowly tailored to the facts of the caseludiog the conduct of Argentina and the specifiading of the
pari passuclause in the defaulted notes, the implication ftbia case is that it may be more difficult for speign
debtors to restructure their debts.

On February 18, 2014, the Republic of Argentinedfia petition in the U.S. Supreme Court seekingpvev
of the Second Circuit's August 2013 ruling. On &ui6, 2014, the U.S. Supreme Court denied the Hepofb
Argentina’s petition for review, thereby lettingastl the Second Circuit's August 2013 ruling. Oly 22, 2014, the
U.S. District Court for the Southern District of Werork enforced the ruling and barred the interorai trustee
from making a U.S.$539 million payment to bondhatdef the new performing notes that Argentina idsire
exchange for the defaulted notes. On the same ttateU.S. District Court ordered Argentina to umyde
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 Augys2a14, the U.S. District Court for Nevada granidL Capital,
Ltd’s motion to compel discovery of information egding 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 thendets relevant to Argentina’s planned new issuahdellar-
denominated debt to the court and NML Capital, Ltd.

On December 10, 2015, Mauricio Macri became the prasident 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 paymemdscreditors on the condition that Argentina repwad laws
enacted for the purpose of blocking agreements dlldout 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 thiban on April 13, 2016. Argentina proceeded witisade of
U.S.$16.5 billion in sovereign bonds on April 1918.

On December 22, 2016, the U.S. District Court Fe¢ Southern District of New York issued an opinion
dismissing claims by certain institutional investdhat had not participated in the February 20lflesgents,
rejecting their claims based upon the breach op#repassuclause and any claims that accrued outside ofi¥ie s
year statute of limitations. In this new decisitine U.S. District Court held that Argentina’s paynseto creditors
who participated in the settlement were not a ti@taof the rights of the non-settling investorfieTU.S. District
Court also found that even if thgari passuclause had been breached, monetary damages woutdried as
duplicative of the damages from failure to pay, am injunction would be granted only in extraordina
circumstances. The December 22, 2016 decision éytls. District Court appears to limit the applizatof the
prior rulings in the litigation relating to the defited notes, although it is difficult to predichat impact, if any, the
December 22, 2016 decision will have on soveresgners such as Ecuador.

Despite the above recent developments and setttemgesements between the Republic of Argentina and
its creditors, neither Petroamazonas nor Ecuadompoadict what impact, if any, the above U.S. coulings will
have on sovereign issuers such as Ecuador.

The ability of holders to transfer the RemarketexdeN in the United States and certain other jug8dns
will be limited.

The Remarketed Notes offered pursuant to this effirnot be registered under the Securities Aatl,an
therefore, may not be offered or sold in the UniBtdtes except pursuant to an exemption from thistration
requirements of the Securities Act and applicahl8. Wtate securities laws. Offers and sales oRémarketed
Notes may also be subject to transfer restrictionather jurisdictions. You should consult youndncial or legal
advisors for advice concerning applicable transdstrictions with respect to the Remarketed Notes.
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Credit ratings may not reflect all risks of investmin the Remarketed Notes.

Credit ratings are an assessment by rating ageofcRetroamazonas’ and Ecuador’s ability to payéists
when due. Consequently, real or anticipated clairg®etroamazonas’ or Ecuador’s credit ratings g@herally
affect the market value of the Remarkted Noteseséhcredit ratings may not reflect the potentigdant of risks
relating to structure or marketing of the Remar#tétiotes. Credit ratings are not a recommendatdouy, sell or
hold any security, and may be revised or withdratvany time by the issuing organization. Each agsmating
should be evaluated independently of any other@genating.

The effects of the United Kingdom’s vote to exitnfthe European Union and its impact on the economy
and fiscal conditions of Petroamazonas and Ecuaahat the trading market of the Remarketed Notesiacertain.

On June 23, 2016, the United Kingdom voted by aonitgjin favor of the United Kingdom leaving the
European Union at a referendum on the United Kingdanembership of the European Union. As of thie dd
this Remarketing Circular, the actions that thetéthiKingdom will take to exit from the European timior the
length of such process are uncertain. The resiflthe United Kingdom’s referendum have caused, arel
anticipated to continue causing, significant newartainties and volatility in the global financiaarkets, which
may affect Ecuador and the trading market of then&&eted Notes, though exports to the United Kingamly
represented 0.8% of Ecuador’s exports for 2016es&huncertainties could have a material adversetedh the
global economy and Ecuador’s economy, fiscal caordior prospects. It is unclear at this stage whatimpact of
the United Kingdom’s departure from the Europeanobnwill ultimately be on the global economy, inding
Ecuador, or the trading market of the Remarketeg&No

Risk Factors Relating to the Guarantee

Unlike a direct obligation of Ecuador, the terms tfe Guarantee require failure of payment by
Petroamazonas and a written demand by the Trustdecaador.

Upon the failure by the Issuer to make payment®utite Indenture when due (unless such non-payment
is due to an administrative or technical error @demedied within five Business Days of the dateemvsuch
payment is due or, in the case of interest amaonwésl by the Issuer under the Notes and Additiomabénts, after
the expiration of the 30-day grace period applieatol the Issuer pursuant to the terms of the Indeptthe
Guarantee will be payable on written demand of Thestee, subject to a ten-day grace period follgwivritten
demand on the Guarantor. See “Description of theedNand the Guarantee.” Direct sovereign obbgatissued
by Ecuador do not contain this requirement of d@temidemand of the Trustee and are not subjettigcatiditional
ten-day grace period. Accordingly, your investmenthe Notes is different from an investment irdigect
obligation of Ecuador where Ecuador is the primasljgor. The requirement of written demand upom Tmustee
and the additional ten-day grace period could feaveaterial effect on your ability to receive paytseander the
Remarketed Notes and the Guarantee.

Risk Factors Relating to Petroamazonas and Ecuador

Ecuador has defaulted on its sovereign debt olibhgatin the past, in particular its obligations werdhe
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. T2 and 2030 Bonds were originally issued in exgkaior
prior debt offerings of the Republic in order tdend the maturity dates of those prior obligatiofifiese defaults
followed the publication of a report in 2008 by t@emmission of Integral Audit of Public Credit (“O&’), a
committee composed of representatives from botlEthmdorian Government and private sector organimand
members of civil society. CAIC reviewed Ecuadaté&bt obligations from 1976 to 2006 and in its repoade a
number of findings regarding the legitimacy of Edoids debt obligations (including the 2012 and 2@8Mds), in
particular relating to concerns involving the pataissumption of private debt, appropriate authtioma, sovereign
immunity, and the relevant economic terms of thbt dsligations incurred. After the default, whiokcurred
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during the first term of President Correa’s adntiaison, Ecuador offered to repurchase the 2012283® Bonds at
a discount to their par value. Holders respondethits offer by tendering substantially all of t8@12 and 2030
Bonds. Although some holders continue to hold detaulted 2012 and 2030 Bonds, Ecuador has suatigssf
repurchased additional 2012 and 2030 Bonds fronaireng holders from 2009 onwards. For more infdram
see “Public DebtDebt Obligations-2012 and 2030 Bonds and tender offer.” Ecuadoré&msined current on its
obligation to its other series of sovereign bonududing the 2020 Bonds and 2024 Bonds (as defiméBublic
Debt—Debt Obligations” herein), as well as on its otdebt obligations as further described in “PublidoBe
External Debt.” To date, no judgments have besneid against the Republic with respect to the 2612030
Bonds and none are pending. Proceedings haveismesd against the Republic in two cases. Sed ‘TRistors-
Risks Factors Relating to Ecuaddfcuador 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 other holders, other than
the holders described in “Public Delibebt Obligations-2012 and 2030 Bonds and tender offer,” of these
defaulted bonds may institute proceedings agaesRepublic 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 gpatand interest payments free of the risk ofcitaent. Any
action by the holders of the 2012 and 2030 Bondkimgasimilar pari passuarguments as the holders in NML
Capital, Ltd. v. Republic of Argentina (see “Risdtors—-Risk Factors Relating to the NoteRecent federal court
decisions in New York create uncertainty regardimg meaning of ranking provisions and could potdiytireduce
or hinder the ability of sovereign issuers to rasture their public sector dehtor any further defaults by Ecuador
of its sovereign debt obligations, could materiatversely affect the market value of the Notes thedability of
Petroamazonas and/or the Republic to make prinaipginterest payments free of the risk of attasiime

Ecuador’s history has been characterized by instinal instability.

Between 1997 and 2007, Ecuador has had eight presjdand three of them were overthrown during
periods of political unrest: Abdala Bucaram in 199@mil Mahuad in 2000, and Lucio Gutiérrez in 208kce
2007, Ecuador has experienced political stabilitthwPresident Correa’s Alianza PAIS party havingnwiove
consecutive National Assembly elections, and Peegi@orrea having won re-election in 2013.

On February 19, 2017 (the “2017 Election”) the mtestial election was held with eight candidatesnih
Moreno of President Correa’s Alianza PAIS cameilst fwith 39.36% of the vote and Guillermo Lassotloé
CREO - SUMA party, came in second with 28.09% @f tbte. Also, on February 19, a congressional ieleetas
held with Alianza PAIS preserving control of thgi#ative assembly by winning the majority of seaith 74 seats,
CREO-SUMA with 28 seats and PSC with 15 seatseas@ly. Since no candidate gained an outrigbtory of
50% of the vote or at least 40% of the vote withadditional ten points of advantage over the caatdith second
place for the presidential election, a run-off gtet between Mr. Moreno and Mr. Lasso was held pnil/2, 2017.
Mr. Moreno was elected President with 51.15% ofvb&e. The CNE declared Mr. Moreno as presidertt ela
April 4, 2017. Both the OAS and the UNASUR monitbrthe elections and recognized the transparendiieof
electoral process and the election results. Onl ABi2017, CNE approved the recount of approxityét#&.2% of
the total ballots cast in the run-off election doe claim of alleged inconsistencies by CREO-SUMA Alianza
PAIS. On April 18, CNE broadcast a live recounths# ballots subject to the claim. Internationalesissrs, political
delegates of Alianza PAIS and representatives ofisorganizations monitored the recount. The ratoatified
Mr. Moreno as the winner of the run-off electiortwb1.16% of the votes.

For more information on presidential term limitsesThe Republic of Ecuadeform of Government.” A
return to an unstable political environment coulghgicantly affect Ecuador’s economy and Petroaomas and
Ecuador’s ability to perform their respective ohligns under the Notes and the Guarantee, as aplglic

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

Investing in an emerging market country such asBeoucarries economic risks. These risks includeym
different factors that may affect Ecuador’s ecormmasults, including the following:

* interest rates in the United States and financeakets outside Ecuador;
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» 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 EconenBtrategic Sectors of the Econom@il Sector”;

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

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

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

Any of these factors, as well as volatility in tmarkets for securities similar to the Notes, mayeaskly
affect the liquidity of, and trading markets fonet Remarketed Notes. See “Forward-Looking Statéstidiar
further information on factors that may affect tetes.

Ecuador’'s economy remains vulnerable to externaiclsh including the negative global economic
consequences that occurred as a result of the lgbdosmomic 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 EraopgJnion or
Ecuador’s regional trading partners could impactdeior's economy.

Emerging-market investment generally poses a greddgree of risk than investment in more mature
market economies because the economies in theopavglworld are more susceptible to destabilizatesulting
from domestic and international developments. Galye investment in emerging markets is only Soigafor
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 amfyEcuador’s major trading partners could adversel
affect Ecuador’s economic growth. In addition,dse international investors’ reactions to the &vencurring in
one emerging market country sometimes appear tmisnate a “contagion” effect, in which an entiegjion or
class of investment is disfavored by internatiomadestors, Ecuador could be adversely affected bégative
economic or financial developments in other emerginarket countries or in Latin America generallyrtRermore,
Ecuador's policies towards bilateral investmenaties, as further described in “The Republic of &tar —
Memberships in International Organizations and rirgBonal Relations — Treaties and Other Bilateral
Relationships”, could impact foreign direct investminto Ecuador and Ecuador's trading relatiorsship

There can be no assurance that any crises suchoas tlescribed above or similar events will not
negatively affect investor confidence in emergingrkets or the economies of the principal countimedatin
America, including Ecuador. In addition, there das no assurance that these events will not adyea$ect
Ecuador’s economy, its ability to raise capitathie external debt markets in the future or itsigbib service its
public debt.
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A significant increase in interest rates in theeimmational financial markets could have a mateadierse
effect on the economies of Ecuador’s trading pasrand adversely affect Petroamazonas’ BusinessEmuddor’'s
economic growth and Petroamazonas’ and Ecuadoriitalio make payments on their respective outstamd
public debt, including the Notes and the Guaranéseapplicable.

If interest rates outside Ecuador increase sigmtiy, Ecuador’s trading partners, in particulamld find
it more difficult and expensive to borrow capitaldarefinance their existing debt. These increasmsts could in
turn adversely affect economic growth in those toes. Decreased growth on the part of Ecuadoddirig
partners could have a material adverse effect drodwvazonas’ oil production and the markets for delon’s
exports and, in turn, adversely affect Petroamagdnesiness and Ecuador’'s economy. An increaggenest rates
would also increase Petroamazonas’ and Ecuadoblss#gvice requirements with respect to Petroamaes@and
Ecuador’s debt obligations that accrue interefibating rates. As a result, Petroamazonas’ andh#ar’s ability to
make payments on their outstanding public debt gdigeincluding the Notes and the Guarantee, gsicgble,
would be adversely affected.

A number of factors have impacted and may contiouampact on Petroamazonas’ revenues and the
performance of the economy of Ecuador.

The revenue of Petroamazonas, the economy of Ecaadothe Republic’s budget are highly dependent
on petroleum revenues. In 2016, 17.8%Ecuador’'s non-financial public sector revenuesravderived from
petroleum and petroleum-related taxes and royalfies example, in response to the decline in regaitributable
to the fall in the price of oil in 2016, Ecuadodoeed its budget from U.S.$34.1 billion in 20181&.$29.8 billion
in 2016. For more information, see “Public Sectinances-Non-Financial Public Sector Revenues and
Expenditures.” In the event the price of oil wasdecrease from its average levels of approximate8;$35 per
barrel in 2016, Ecuador’s revenues from oil coudphdicantly decline. There can be no assurana¢ @overnment
revenues from petroleum exports will not experiersignificant fluctuations as a result of changesthe
international petroleum market. Concerns with eesfgo the current global recession, weakness @fvibrld
economy, terrorism, market volatility and certaieogolitical developments, such as political indigbin the
Middle East and Venezuela, may have a potentiglgese effect on the petroleum market as a whole.

In addition, in 2016, 80.3% of Ecuador’s petrolearports by destination were to three countriese- th
United States (51.8%), Chile (16.2%), and Peru3@}. Worsening economic conditions in any of thementries
could have a significant impact on Ecuador’s reesfuom oil and overall economic activity.

Further, operating difficulties in certain oil fild, lower production budgets, and the outages had t
overhaul of Ecuador’s largest refinery, the EsntaslRefinery (see “The Ecuadorian Econeryrategic Sectors
of the Economy-Qil Sector”), have led to uneven crude oil and getrm derivatives production over the last few
years. While Ecuador expects to increase produtkimugh the development of new fields, in pafécthe ITT
fields which became operational in September 2GEe (‘The Ecuadorian Economtrategic Sectors of the
Economy-0il Sector”) and has completed the overhaul of Bsmeraldas Refinery, future political opposition,
budget adjustments that affect investments in gglaation, natural disasters such as earthquakesurther
outages could result in a decline of overall produnc Accordingly, any sustained period of declinecapacity, if
exacerbated by a decline in oil production, couddeasely affect the Republic’s fiscal accounts émdrnational
Reserves.

Organization of the Petroleum Exporting Countrigd®REC”) members have historically entered into
agreements to reduce their production of crude 8lich agreements have sometimes increased glafud oil
prices by decreasing the global supply of crude @ince 1998, OPEC's production quotas have dartd to
substantial increases in international crude ditgs Beginning with the 160th Meeting of the Goehce of
OPEC, convened on December 14, 2011 in Vienna ridusd the present, OPEC decided to maintain dymtoon
level of 30.0 mbpd, including production from Lihyand also agreed that OPEC member countries wafuld,
necessary, take steps (including voluntary downwadgistments of output) to ensure market balanad an
reasonable price levels. In the 171st Meetingnef@onference of OPEC, held in Vienna, AustriaNorember 30,
2016, the Conference, emphasizing its commitmersgtdble markets, mutual interests of producingonati the
efficient, economic and secure supply to consumeng, a fair return on invested capital, agreedettuce its
production by approximately 1.2 mbpd to bring #ding to 32.5 mbpd, effective January 1, 2017.
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In connection with the November 30, 2016 OPEC ages# to reduce aggregate production by
approximately 1.2 mbpd, Ecuador agreed to redscdaiily production quota on an ongoing basis. Assalt, for
January, February, and March of 2017, Ecuador estlits daily production quota by 18,000 bpd, 19,606, and
23,000 bpd, respectively. For April, May, and Joh@017, Ecuador projects that its daily productiprota by bpd
will be reduced in accordance with the followintpadule:

April 2017 20,000 bpd
May 2017 15,000 bpd
JUNE 2017 ..o 10,000 bpd

Any reduction in Petroamazonas’ exploration anddpction activities and/or Ecuador’s crude oil
production or export activities that could occuraasult of the foregoing changes in OPEC’s prbdngjuotas or
a decline in the prices of crude oil and refinettrgdeum products for a substantial period of timaynmaterially
adversely affect Ecuador’s revenues and the pediocmof its economy.

In addition to the effects of the volatility of ttod market, the National Assembly has passed sélews
that have altered the Republic’s budget and trebished budgetary agenda and resulted in higteitde Certain
assumptions regarding the levels of futaileprices are contained in the budgetary procasksia thePlan Nacional
para el Buen Vivi(the “National Development Plan”). Anticipatedi@aues contained in the budget could be lower
if these assumptions about oil prices are not ateurln January 2015, in response to the decfiod prices in the
last quarter of 2014, Ecuador reduced its 2015 &ublg U.S.$1.4 billion and again by U.S.$800 millia August
2015, resulting in a modified budget of U.S.$34illidn for 2015. On March 3016, the Minister of Finance
announced that the 2016 Budget would be reducdd.8y$800 million. For more information see “Pulfiector
Finances - 2015 and 2016 Budget.” President Cdmesastated, in light of the global economic climahat
Ecuador’s priority will be to meet the Republicimigloyment and social goals. Ecuador may need lamba these
social and employment goals given its budgetargtraimts.

Petroamazonas’ failure to make timely payments oatractors could have an adverse effect on
Petroamazonas’ operations and on revenues thaR#piblic receives from Petroamazonas.

As oil prices have decreased, Petroamazonas Hed faipay on a timely basis certain amounts owed t
contractors. As of December 31, 2016, Petroamazoned U.S.$1.352 billion accounts payable to emtdrs.
On February 16, 2016, Petroamazonas closed theicesing of approximately U.S.$670.5 million ofishdebt.
However, a significant portion of Petroamazonasitict debt remains outstanding. As of May 2, 2@li#tal of
approximately U.S.$613.6 million accounts payabledntractors remained outstanding. As of the dateof and
in relation to such outstanding accounts payahkeQompany has made cash payments, from fundveedcas part
of its General Budget, in order to satisfy appradiely U.S.$129.6 million in accounts payable, aad provided
Central Bank certificates (Titulos del Banco Cdptrahich serve as tax credits in Ecuador, in ortesatisfy
approximately U.S.$190.9 million in accounts pagablPetroamazonas continues to engage in discgssiibin
certain of the contractors that it has not reacliredagreement with in order to cancel its remairontstanding
accounts payable. Nonetheless, Petroamazonastgaorinle any assurance as to whether or when &attronas
will become current on the rest of its outstandsagplier payment obligations. Delays in paymeatsdntractors
could have an adverse effect on Petroamazonasatipes and the revenues that the Republic recdiees
Petroamazonas

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

In addition to petroleum prices, see “Risk Factdrésk Factors Relating to Ecuadef number of factors
have impacted on and may continue to impact onniee® and the performance of the econdricuador’s
economy is exposed to other commaodity price vatgtiespecially with regard to bananas and shrimpch in
2015 made up approximately 15.3% and 12.4% of Emtstbtal exports, respectively. A significaniogrin the
price of certain commodities, such as bananas wmphwould adversely affect Ecuador’'s economy andld
affect Petroamazonas’ and Ecuador’s ability to guenf their respective obligations under the Noted #me
Guarantee, as applicable.
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Damage caused by the April 2016 earthquake may degecuador’s ability to export goods and the
associated reconstruction costs may affect Petraammas’ and Ecuador's ability to perform their respee
obligations under the Notes and the Guarantee ppdieable.

On April 16, 2016, the Pedernales Earthquake, ani@gnitude earthquake, struck the northern coast of
Ecuador. The Pedernales Earthquake and its afekshoaused severe damage to Ecuador’s infrasteuttuthe
region, including its roads and ports. A studydiscted by SENPLADES INEC and various ministriesnestes
that the cost of reconstructing the infrastruct@enaged by the Pedernales Earthquake is approkymat®.$3.3
billion (approximately 3% of Ecuador’s GDP). Thenthge to Ecuador’s infrastructure may have an adverpact
on the Ecuadorian economy and, in particular, gpoexbusinesses that operate in the affected ar€hs. study
estimates that the Pedernales Earthquake will bavenpact of -0.7% on the growth of GDP in 2016.addition,
the increased need for funds to finance reconstrudf infrastructure damaged in the Pedernalethaake may
have an adverse impact on Petroamazonas’ and Ec¢uatddity to perform their respective obligationader the
Notes and the Guarantee, as applicable.

Petroamazonas is a public company wholly owned bgwvereign state and Ecuador is a sovereign state
and neither has waived its sovereign immunity t® finllest extent permitted under the United St&teseign
Sovereign Immunities Act of 1976; accordingly it may be difficult to obtain or enforce judgments against
Petroamazonas and Ecuador.

Petroamazonas is a public company wholly owned bypwereign state and Ecuador is a sovereign state.

Consequently, it may be difficult for investorsdltain or realize judgments against Petroamazamd®@Ecuador

in the United States or elsewhere. For examplgeitina defaulted on part of its external debt toeigig in 2002.
Holders of those bonds issued by Argentina hadcdiff in obtaining payment from the defaulted isuas
described further in the risk factor entitldde’cent federal court decisions in New York creatertainty regarding

the meaning of ranking provisions and could potdiytireduce or hinder the ability of sovereign isssi to
restructure their public sector debt In the event holders that of the Notes weretimpt to enforce a court
judgment or arbitral award against Petroamazond&®ai&cuador, they may experience similar diffigult

Furthermore, the dispute resolution provisions leé Notes and the Guarantee require submission to
arbitration at the London Court of InternationalbAration while the contractual provisions of thetds and the
Guarantee are governed by New York law. In ordestitain an enforceable judgment any disputeshaie to be
submitted first to the decision of an arbitral ggmer to being subject to enforcement by an agtile 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 Ecuammtain property of Ecuador is exempt from attaeht. In
addition, pursuant to the terms of the Notes ared Ittdenture, Petroamazonas and Ecuador have lirtied
sovereign immunity (other than with respect to ldngs of Ecuador) with respect to actions brouglirag them
under the Notes or the Indenture. This limitatddnmmunity, however, may be more limited in scdpan those
under certain other sovereign issuances in whishers may waive immunity to the full extent undee U.S.
Foreign Sovereign Immunities Act of 1976. Givensthmitation on the scope of immunity, as well t®
limitations of the U.S. Foreign Sovereign Immurstigct of 1976 and the immunity granted to Petroaomag and
Ecuador under Ecuadorian law, or which may in tieré be granted under Ecuadorian law, holdersirsgek
attach assets of Petroamazonas and Ecuador mag abte to do so within Ecuador and may face diffies doing
so outside of Ecuador.

Petroamazonas and Ecuador are involved in a nurobéegal proceedings and disputes that could result
in losses to Petroamazonas and Ecuador as welldeceease in foreign investment.

Petroamazonas and Ecuador are currently involvegveral legal proceedings, mainly related to emtsr
in the oil and electricity sectors. For a deswipbf these legal proceedings and other procesdigginst Ecuador,
see “Legal Proceedings.” If the foreign companvese to succeed, the awards could adversely intpadinances
of Petroamazonas and Ecuador. Neither PetroamsrmmeEcuador can offer any assurances as to whethnot
such proceedings will be resolved in its favor.
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Burlington

Burlington Resources, Inc. (“Burlington”) filed aarbitration claim before International Centre for
Settlement of Investment Disputes (the “ICSID”) April 2008 against Ecuador, seeking compensatioratieged
modifications to its contracts for the developmehBlocks 7 and 21 in Ecuador imposed by Ecuaddasn42-
2006. Burlington argued that such unilateral modtfon resulted in an expropriation of the blotkat Burlington
was operating, although, subsequent to the commresrtdeof the proceedings, Burlington withdrew thatcactual
claims and based all claims solely on violationshef U.S.-Ecuador Bilateral Investment Treaty. Matember 14,
2012, the tribunal decided the liability issue avdr of Burlington and consequently, on January??2d,3, Ecuador
submitted a petition for reconsideration.

On September 30, 2011, Ecuador filed two countng@against Burlington for environmental damage and
failure to maintain the facilities of Blocks 7 a@d, in an approximate amount of U.S.$2.0 billiohhe arbitral
tribunal was scheduled to meet for a hearing onad@® (in respect to Burlington’s claims) and Ecwado
counterclaims in August 2013, but the hearings veergpended due to the request by Ecuador that fottee o
arbitrators recuse himself from the proceeding beeaf a conflict of interest.

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 florteto assess the validity of the counterclairing tribunal
visited Blocks 7 and 21 in April 2015. The part@gsented their post-visit briefs on July 15, 20The result of
the hearing regarding the counterclaim is pendi@n February 7, 2017, the arbitral tribunal issiieddecision.
The tribunal rejected the amount of U.S.$1.5 hillioclaimed by Burlington and instead awarded Bgtbn
U.S.$379.8 million plus interest. The tribunal calaccepted Ecuador’s counterclaims holding Burtingt
responsible for U.S.$41.7 million for the costenfironmental damage and failure to repair thiiti@s of Blocks
7 and 21. On February 13, 2017, Ecuador presemtestjuest to set aside the arbitral decision ak agethe
decision on the counterclaims claiming that theytaoth defective under the CIADI Convention. Togetwith this
petition, Ecuador requested the suspension of rthia decision. On February 14, 2017, the ICSHanged the
suspension of the execution of the arbitral awagdirest EcuadorThe Ad Hoc Committethat will decide the
annulment proceeding (the “ICSID Annulment Comnaitjdhas not yet been appointed.

Burlington presented its assessment of damages maathom on June 24, 2013, to which Ecuador
responded on May 23, 2014. The tribunal held ailhgaegarding damages from March 2 to March 6,521
Paris, after which both parties presented theit-pearing briefs on May 29, 2015.

On February 10, 2017, Burlington commenced a patitdr recognition of the award in the District @ou
for the Southern District of New York. Similar amts have been initiated in Washington DC and thé&edn
Kingdom. However, in accordance with the agreenhettveen the parties, any action will be suspenait the
ICSID Annulment Committee renders its decision rdiy the suspension.

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 voldhtawithdrew its complaint pursuant to a settlerhen
agreement between the parties. A stipulation disimg the complaint was filed on March 16, 2015deainthat
stipulation, the case cannot be re-filed.

On January 30, 2015, Daniel Penades issued progeedigainst the Republic in respect of an alleged
U.S.$455,000 holding of 2030 Bonds. Ecuador wagesewith a notification of the claim on Septemtér 2015.
On January 15, 2016, Ecuador filed a motion to dismOn September 30, 2016, the United Statesi@iStourt
for the Southern District of New York granted Ecoisl January 15, 2016 motion to dismiss the Penadeplaint
and ordered the case closed. On October 27, R1®enades filed a notice of appeal with the SewttDistrict of
New York to the United States Court of Appeals tfoe Second Circuit. Thereafter, Mr. Penades digyg fthe
required standard forms to initiate the new appaaeé.

On November 29, 2016 the United States Court ofedfpfor the Second Circuit issued a notice stating
that the appeal had been assigned to the Courpedibed Appeals Calendar. On January 3, 2017, EnaBes
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submitted a brief in support of his position. Esofiled its brief in response on February 7, 200hn February 7,
2017, Mr. Penades filed a motion requesting a gxtension to file his reply brief by March 8, 201@n February
8, 2017, the United States Court of Appeals for3keond Circuit granted Mr. Penades’ motion. Obriary 23,
2017, the United States Court of Appeals for theo8d Circuit scheduled the case for May 2017.

Payments to holders of the Notes could be attadhectreditors, including holders of other debt
instruments of Petroamazonas and Ecuador, to gatisfards against Petroamazonas and Ecuador. Assalt;
Petroamazonas and Ecuador may not be able to majk@gnts to holders of the Notes.

There is a risk that creditors could attach paysefhinterest and principal by Petroamazonas anedar
to holders of the Notes outside of Ecuador becawsd, payments reach holders of the Notes, theydcpossibly
be deemed to be the assets of Ecuador. For nforenigtion on these pending awards, see “Legal dings” and
“Risk Factors-Risk Factors Relating to Petroamazonas and Ecud®ietroamazonas ancuador are involved in
a number of legal proceedings and disputes thatdcmsult in losses to Petroamazonas and Ecuadavakas a
decrease in foreign investmént.

There is a risk that creditors could seek to atiaentt of the offering proceeds to satisfy pendimgrals
against Petroamazonas and Ecuador. If credit@rssaccessful in attaching payments to holders efNbtes,
Petroamazonas and Ecuador may not be able to nakeepts to holders of the Notes. For further imiation
about the attempts of creditors of Argentina tcosrd payment obligations on defaulted sovereign, dete “Risk
Factors-Risk Factors Relating to the NoteRecent federal court decisions in New York createettainty
regarding the meaning of ranking provisions andldquotentially reduce or hinder the ability of soeign issuers
to restructure their public sector debt

Specifically, payments of principal and/or interest the Notes may be attached, enjoined or otherwis
challenged by holders of other debt instrumentBaifoamazonas or Ecuador, including outstandingenslof the
2012 and 2030 Bonds. Some creditors have, in tgeams, used litigation tactics against severadissign debtors
that have defaulted on their sovereign bonds imetudPeru, Nicaragua and Argentina, to attach oerrapt
payments made by these sovereign debtors to, antbags, holders of the relevant defaulted bonds adveed to a
debt restructuring and accepted new securities iexahange offer. Petroamazonas and Ecuador reaypatome
subject to suits to collect on defaulted indebtednePetroamazonas and Ecuador cannot guarantes ¢heditor
will not be able to interfere, through an attachtn@hnassets, injunction, temporary restraining oraleotherwise,
with payments made under the Notes. As of the diathis Remarketing Circular, the Republic is asvaf one
claim that has been made by a holder of the 203@d&o For more information, see “Public Dehiebt
Obligations-2012 and 2030 Bonds and tender offer.”

The Republic may incur additional debt beyond wingestors may have anticipated as a result of a
change in methodology in calculating the public td®bGDP ratio for the purpose of complying wit#@% 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, iretcase of public investment programs and projefctsational
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 adnthe Public
Planning and Financing Code or seek an exceptan the National Assembly on a case by case b&ss.“Public
Sector Finances OverviewFiscal Policy.” Each time the Republic wishes d¢eue additional debt, such as the
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 immaeting regulations and signed Decree 1218, whiodifies
Article 135 of the Public Planning and Finance Codecree 1218 changes the methodology that théstmof
Finance uses to calculate the total public delDd ratio for the purpose of establishing whethertbtal public
debt ceiling of 40% established in Article 124 loé tPublic Planning and Finance Code has been esateddnder
Decree 1218, the Ministry of Finance will now ube fTotal Consolidated Public Debt methodology setim the
Manual of Public Finance Statistics of the IMF. eTIMF GFS, which was published in 2001, providest the
presentation of government financial statisticgJuding total public debt, should be calculatedaononsolidated
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basis rather than on an aggregate basis. Accordinge IMF GFS, the consolidation methodology pnés
statistics for a group of units as if accounting dosingle unit. In the context of total publichtiethis means that
debt that flows between governmental units or iestior between the central government and thesergmental
units or entities (“intra-governmental debt”) istmocluded in the calculation of total public deldh contrast, the
aggregation methodology, which the Ministry of Fioa used prior to Decree 1218, does include intra-
governmental debt in the calculation of total pallebt. By changing the method of calculatingltpteblic debt
from an aggregation methodology to a consolidat@thodology, Decree 1218 effectively eliminatedaiertypes

of debt from the calculation and, by extension,uces the amount of total public debt taken intooant for
purposes of the 40% total public debt to GDP cgilin

Because the consolidation methodology does not tate account intra-governmental debt in the
calculation of total public debt, Decree 1218 witlable the Republic to incur more public debt timwestors may
have anticipated before the signing of Decree 1@2tfn Ecuador calculated the total debt for theopse of the
40% public debt to GDP ratio ceiling using the agmtion methodology. While the change in methaglelmay
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 chamg@éthodologies results in the incurrence of adiil public debt.

Petroamazonas and Ecuador face challenges in #i#lity to access external financing.

Petroamazonas and Ecuador may have to rely in grardditional financing from the domestic and
international capital markets in order to meetrtfigiure expenses. Given the fluctuations in Ecuadevel of
International Reserves in the last few years, aBafember 31, 2015, International Reserves covergéh of
current account payments. Ecuador’s ability toambtdiverse sources of international funding hasobe
increasingly important. See “Public Sector Fingag@verview—Fiscal Policy.” Since the U.S. dollar is legal
tender of Ecuador, the level of International Resgmay not be an indicator of its ability to meetrent account
payments as would be the case in an economy whedotlar is not legal tender.

In 2008, the CAIC issued a report that made a nurabéindings regarding the legitimacy of Ecuador’s
debt obligations (including the 2012 and 2030 Boynds particular relating to concerns involving tipeblic
assumption of private debt, appropriate authownsti sovereign immunity, and the relevant econdsrims of the
debt obligations incurred. See also “Risk Faet@®sk Factors Relating to EcuaddEcuador has defaulted on its
sovereign debt obligations in the past, in partieuts 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. BEdor invited
holders of the 2012 and 2030 Bonds to participatevbd 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 alepsed additional 2012 and 2030 Bonds from remginin
holders from 2009 onwards. As of the date hettbeftotal aggregate amount of outstanding prinaipathe 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 “Pubkbt—Debt Obligations-2012 and 2030 Bonds and tender
offer.” Given the history of defaults, and moreewtly, defaults with respect to the 2012 and 2B30ds as a result
of the CAIC determining that the bonds were issilledally, Petroamazonas and Ecuador may not be attess
external financing on favorable terms. For furtidiormation regarding the external debt paymeroreé of
Ecuador and the history of defaults, see “PublibtB®ebt Obligations.”

The ability of Ecuador to counter external shod¢ketigh 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 tonincurrency. In addition, due to the DollarizatiBnogram, the
ability of Ecuador and/or the Central Bank to atljosonetary policy and interest rates in order tuence
macroeconomic trends in the economy is limited.e Total income from its exports and remittancesdae®
outweigh the total cost of its imports. The disiops currently experienced in the financial maskiehve led to
reduced liquidity and increased credit risk prensuor certain market participants and have resuttedreduction
in available financing. Furthermore, by law, Ecorgsl oil revenues can only be used to finance stftecture
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projects and its ability to use these revenuesddress other sectors or fiscal policy in generalirmsted.
Accordingly, Ecuador’s ability to use the toolsnebnetary policy to correct external shocks to ttenemy may be
limited. See “Exchange Rate Information.”
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USE OF PROCEEDS

The gross proceeds of the Remarketing will be B85$39,980. Neither Petroamazonas nor Ecuador will
receive the proceeds of the Remarketed Notes whiitlgo to the Selling Securityholders. The totxipenses of
this remarketing, including the Remarketing Agemdl #he Initial Purchaser’s fee, is estimated t@pproximately
U.S.$2,809,688.86.
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BUSINESS
Business Overview

Petroamazonas is a public compaempresa publiceorganized under the laws of Ecuador, established by
the Ecuadorian government pursuant to Executiverd@edlo. 314 on April 6, 2010 to manage exploratoim
production operations undertaken by the Republithé strategic hydrocarbons sector. Petroamazanafolly-
owned by Ecuador and performs its operations dyrectd through its subsidiaries and joint ventuttssoperations
are located entirely in Ecuador, with the exceptafra minority equity investment in a subsidiaryahved in
upstream operations in Venezuela. Before Novemlfdr2,2 Petroamazonas carried out upstream oil and gas
operations along with state-owned company Petragyavhich, in addition to its upstream operatiasp carried
out downstream operations in Ecuador. In Novemb@i22 however, President Rafael Correa signed the
Consolidation Decree, allocating upstream operattorPetroamazonas and downstream operationsrimeBa@ador.
The Consolidation Decree became effective as ofialgn2, 2013, and consequently, as of the dateohere
Petroamazonas is the only state-owned enterpragectrries out upstream operations in EcuadoroWwolly the
Consolidation Decree, the systematic transfer tooBmazonas of Petroecuador’s upstream operatioisding its
relevant assets, inventories and employees, hasdweeseen by the Hydrocarbons Regulation and GloAgency
(Agencia de Regulacion y Control Hidrocarburifitbe “Hydrocarbons Regulation and Control Agencyiyl dhe
Hydrocarbons Secretariat. Petroamazonas has waevitedPetroecuador to document all such transfemsutih a
series of handover agreements.

All hydrocarbons that Petroamazonas produces ameneocialized by Petroecuador. As of the date hereof
the Republic has not defined an income model irerotd compensate Petroamazonas directly for itdymtion
efforts. Instead, the majority of Petroamazonarapons are funded through an annual contributiom the
Ministry of Finance in an amount equal to the GahBudget approved by Petroamazonas’ board of wire@nd
accepted by the Ministry of Finance. The MinistfyFinance contributes funds to Petroamazonas ororthty
basis based on the proceeds received by the Regtdsti the commercialization of hydrocarbons byr&stuador.
The table below sets forth the aggregate amourih@fGeneral Budget approved by Petroamazonas’ bofard
directors and accepted by the Ministry of Finammreeach of the years indicated below, as well aspibrtion of
each General Budget that has not been funded bittistry of Finance as of April 30, 2017.

2017 201¢ 201t
(U.S.$ in millions
Aggregate General Bud(.............cccceeeeeeee 2,223.( 2,684.( 3,533.:
Portion of General Budget Not Funt.......... 1,356.( 1,593.: 1,814.°

In 2017, Petroamazonas’ current General BudgeBig% lower than its aggregate General Budget for
2016 after giving effect to approved increasesofthe date hereof, there have been no increasdsooeases to
Petroamazonas’ General Budget for 2017. On July2246 and October 25, 2016, Petroamazonas' board of
directors approved budget increases of U.S.$250ldmand U.S.$261.0 million, respectively. Its giggate
General Budget for 2016 represented a 22.6% decraasompared to its aggregate General BudgetObs,2
which was decreased from U.S.$4.670 billion to $3%33 billion due primarily to falling oil price3he ability of
the Ministry of Finance to accept Petroamazonasietsd Budget and make contributions to it is subjecthe
appropriations process under the General State @u&ge “Regulatory Overview—Budget and Appropoiadi”
Petroamazonas’ other sources of funds are derioed flelay penalties that it is entitled to imposespant to its
service agreements, as well as amounts received fhe Hydrocarbons Secretariat and other entiestife
transportation of hydrocarbons through its RODAepie network.

All hydrocarbon reserves in Ecuador are owned lgyRepublic. As a result, neither Petroamazonas nor
any other entity owns such reserves. Under the détydbons Law, every activity relating to the exptmn and
production of hydrocarbons and their derivativeseserved to the Republic, which may undertake swtivities
through state-owned companies. Petroamazonas lisatiiag producer of hydrocarbons in Ecuador adogrtb the
Central Bank’s Monthly Bulletin for March 2017.
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According to the U.S. Energy Information Adminisioa, Ecuador was ranked fifth in Central and South
American in 2015 with respect to total productidnot and other liquids. As of the date hereof,rBamazonas
operates 21 hydrocarbon exploratory blocks in thpuRlic. Eighteen of these exploratory blocks acated in the
Cuenca Oriente region, in the easternmost parthefRepublic and primarily in the Amazon rainforebhe
remaining three are located in the Litoral regionE@uador’s western coast.

Petroamazonas explores and produces light, mediaavy and extra heavy crude oil, as well as natural
gas, in Ecuador. As of December 31, 2016, Ecuaqwdsen reserves of crude oil in exploratory blocksere
Petroamazonas operates were approximately 1.508nbbarrels, a 7.9% increase as compared to ibsepr
reserves of crude oil in such blocks as of Decen3tier2015. Its proven reserves of crude oil in sbidtks as of
December 31, 2015 were approximately 1.393 bilbarrels, a 3.0% decrease as compared to its pregenves of
crude oail in such blocks as of December 31, 20hichwvwere approximately 1.398 billion barrels. ADecember
31, 2016, Petroamazonas’ proven, probable and hpesseserves of crude oil in exploratory blocks wehe
Petroamazonas operates were approximately 2.4B8nbbarrels, a 28.3% increase as compared torigep
reserves of crude oil in such blocks as of Decer3tie015. Its proven, probable and possible reseo¥ crude oil
in such blocks as of December 31, 2015 were 1.88dnbbarrels, a 7.2% decrease as compared tprisen,
probable and possible reserves of crude oil in diebks as of December 31, 2014, which were apprately
2.040 hillion barrels.

In the first quarter of 2017 and the years 2016,528nd 2014, Petroamazonas produced an average of
423,765 bpd, 431,981 bpd, 422,783 bpd and 433,p80mbcrude oil, respectively, on a consolidatesibavith its
subsidiary, Operaciones Rio Napo CEM (“Rio Naptt.average production in terms of bpd in 2016 eased
2.2% as compared to 2015, and its average produicticerms of bpd in 2015 decreased 2.4% as cordpgar2014.

In addition, in the first quarter of 2017 and treags 2016, 2015 and 2014 Petroamazonas produceakampately
46.9 msfd, 50.9 msfd, 48.1 msfd and 55.9 msfd tfirahgas, respectively, without taking into acconatural gas
that was re-injected into its operations. Its agerproduction of natural gas in 2016 increased m8%ompared to
2015 and its average production of natural ga®ib2ecreased 14.0% as compared to 2014.

Petroamazonas currently has in place a strategiméss plan (the “Strategic Business Plan”) forryea
2016 through 2019 with the following seven objeesiv

* increasing the Republic’s reserve levels in expmgablocks where Petroamazonas operates;

* increasing oil and gas production without affecting useful life of its exploratory blocks;

* increasing the value of the company through theiefft management of resources;

* expanding its exploration and production activitée®oth the national and regional levels;

» strengthening the health, safety and social angt@mental responsibility of its employees,
contractors, communities and ecosystem in its aveageration and influence;

» providing the required technological support to suga the efficiency of its operations, ensure the
functioning of its internal processes, and imprthe probability of the success of its operatioms a

» strengthening its human talent in accordance wsthéeds.

Petroamazonas’ Business
Crude Oil Exploration and Production

The ability of any company, including Petroamazonagerform upstream operations in any exploratory
block in Ecuador is subject to the approval of, angl conditions imposed by, the Hydrocarbons Sadedt As of
the date of this Remarketing Circular, the MinisbfyHydrocarbons has designated 65 exploratorykislae the
Republic. Petroamazonas performs upstream opesatic?l of those blocks, and the Hydrocarbons $amtae has
yet to designate the entity that will perform upatn operations in 20 others. From time to time Hix@rocarbons
Secretariat issues requests for proposals or eimterother arrangements with respect to crudepmmbuction in
undesignated exploratory blocks. Petroamazonasyzgwlthese requests for proposals or arrangemerds a
determine whether to submit a proposal based oanigdysis and business plan. Petroamazonas isun@ndy
aware of any plans of the Hydrocarbons Secrettridesignate any further exploratory blocks.
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The map below shows the location of exploratorgkéan continental Ecuador:
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Petroamazonas’ upstream operations began in 200&pioratory block 15 and later expanded to
exploratory blocks 7 and 21 in 2010, exploratogyckl 18 in 2011, and exploratory block 55 in 2012Nbvember
2012, after the issuance of the Consolidation DedPetroamazonas began upstream operations irpddiratory
blocks that were previously designated to Petradmua

In the first quarter of 2017 and the years 2016.52@Gnd 2014, Petroamazonas achieved an average
production in terms of bpd on a consolidated bads Rio Napo of 423,765 bpd, 431,981 bpd, 422,688 and
433,060 bpd, respectively. Its average productiod016 increased 2.2% as compared to 2015, pryresih result
of the commencement of operations in exploratooghl43, as well as increased investments in thienggation
and development of its operations in 2016, pawitylin connection with certain of its new servagreements with
national and international participation. Petroaomas’ average production in 2015 decreased 2.486rapared to
2014. This decrease was primarily due to budgetangtraints imposed in 2015 that limited Petroamagbability
to make additional investments in its operationsic& its formation, Petroamazonas’ average produchias
increased by over 400%, largely due its commenceofampstream operations in exploratory blocks &, 21 and,
most recently, 43 and 60, as well as its drilliffgrés and new services agreements.
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In 2016, 2015 and 2014, Petroamazonas’ highesuptioth of crude oil in terms of bpd was achieved in
the following exploratory blocks:

2016 2015 2014
Exploratory Name of  Production % of 2016 Production % of 2015 Production % of 2014
Block Field (bpd) Production (bpd) Production (bpd) Production
7 Coce- 32,15: 7.4% 37,09: 8.8% 37,89:. 8.7%
Payamino
12 Eden Yutdri 39,34« 9.1% 35,66¢ 8.4% 43,84t 10.1%
15 Indillane 28,87( 6.7% 29,83: 7.1% 33,92 7.8%
18 Palo Azu 11,30 2.6% 15,16« 3.6% 19,12: 4.4%
21 Yuralpe 5,651 1.3% 6,25¢ 1.5% 6,671 1.5%
31 Apaike- 3.9% 1.6% 1.1%
Nenke 16,698 6,936 4,696
43 ITT 8,351 1.9% - - - -
56 Lago Agric 11,26« 2.6% 11,95( 2.8% 11,72: 2.7%
57 Shushufinc 89,29: 20.7% 84,05¢ 19.9% 84,98 19.6%
57 Libertado 19,83 4.6% 21,62: 5.1% 22,74 5.3%
58 Cuyaben- 6.2% 6.3% 6.0%
Tipishca 26,951 26,478 26,190
60 Sach: 72,42 16.8% 74,05t 17.5% 71,98: 16.6%
61 Auce 67,85¢ 15.7% 71,54 16.9% 67,09: 15.5%
Othel 1,98: 0.5% 2,13¢ 0.5% 2,19( 0.5%
Total
Production 431,981 - 422,783 - 433,060 --

(1) Partial year statistic based on a 366-day yesploratory block 43 entered into operations opt&mber 7, 2016.
(2) Petroamazonas began to undertake directly egostroperations of exploratory block 60 on Augusd16. Prior to August 1, 2016, these
operations were undertaken by is subsidiary RicoNBpoduction data is provided on a consolidatesisbiar all periods indicated.

On August 1, 2016, Petroamazonas took over upstoggrations in exploratory block 60 (known as the
Sachaaoilfield) from its subsidiary Rio Napo. Since therpduction in that block has exceeded 72,000 Bjod.
more information regarding Rio Napo, see “—Subsid&” Petroamazonas estimates that exploratorgki#0 has
proven crude oil reserves of approximately 311.1ioni barrels and proven, probable and possiblederoil
reserves of approximately 434.9 million barrels.

On September 7, 2016, exploratory block 43 (knosnthe ITT oilfield), which is located near the berd
with Peru in the Orellana province, began operafidns block is expected to reach full producti@pacity in six
years at a level of approximately 300,000 bpd. Athe date hereof, only platform Tiputini C is ipevation, with
19 drilled wells, and is achieving crude oil protioe in terms of bpd of over 30,000 bpd. Over 45ndstic
companies provide services, supplies and workergh&o exploratory block. Petroamazonas estimates tha
exploratory block 43 has proven crude oil resenfespproximately 90.1 million barrels and provemphable and
possible crude oil reserves of approximately 63&ilfon barrels.

In the first quarter of 2017, Petroamazonas’ meostpctive oilfields in terms of bpd were the Sacha,
Shushufindi and Auca oilfields.

Natural Gas Exploration and Production

Petroamazonas primarily produces natural gas adfishore platform located in exploratory block 6
(known asCampo Amistay located in the Gulf of Guayaquil, approximatéby kilometers from Puerto Bolivar. In
addition to theCampo Amistacplatform, Petroamazonas operates three satelliiopins in the region. These
platforms produced approximately 46.9 msfd of ratgias in the first quarter of 2017, 50.9 msfd 01@, 48.1
msfd in 2015 and 55.9 msfd in 2014. Petroamazomar'age production of natural gas in 2016 incre&s@® as
compared to 2015 primarily as a result of a desishy Petroecuador to increase commercialization of
Petroamazonas’ natural gas in order to meet denfRetloamazonas’ average production of natural mai5
decreased 14.0% as compared to 2014. This deongesprimarily attributable to work stoppages at €El_the
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Republic’s public company responsible for the symmblenergy, and the resulting decrease of the cerdiadization
of Petroamazonas’ natural gas by Petroecuadomdeézonas also produces associated natural gasoihfields,
which is re-injected into its operations.

In 2015, Petroamazonas completed construction okiltbneters of gas distribution pipelines from its
platforms to the coast to bring natural gas to meoastal communities. These distribution pipediare operated
by Petroecuador. Petroamazonas aims for is offsbymeeations to be environmentally responsible. éxample, its
platforms are designed to avoid releasing hazardweigrials into the sea and it suspends all seisctiwity in
Campo Amistadluring whale season.

Restructuring of Payments due under Petroamazon@stvices Agreements

During the fourth quarter of 2016 and January 2@&troamazonas entered into negotiations with inerta
of its service providers and vendors, including 8edling Securityholders, to restructure certainitsfaccounts
payable with respect to capital expenditures. Grudey 17, 2017, Petroamazonas successfully enietedebt
Recognition and Repayment Agreements with 16 ofeheendors and service providers pursuant to wihibhs
restructured approximately U.S.$670.5 million ic@mts payable. Vendors and service providers hgueed not
to exercise any rights or remedies they may havespect of their portion of those accounts payabkexchange
for the issuance by Petroamazonas of two seriestels, which are guaranteed by the Republic. Omuigep 16,
2017, in connection with the closing of such restuting, Petroamazonas issued U.S.$355.2 milliogregate
principal amount of its PAM 2019 Notes and U.S.$31fillion aggregate principal amount of the Not8slling
Securityholders who purchased the Notes had therof participate in the Remarketing.

As of May 2, 2017, accounts payable to Petroamaz@ramary vendors and service providers (including
certain of the Selling Securityholders) were edaapproximately U.S.$613.6 million. As of the dagreof and in
relation to such outstanding accounts payableCtirapany has made cash payments, from funds recas/pdrt of
its General Budget, in order to satisfy approxiryat¢.S.$129.6 million in accounts payable, and pesvided
Central Bank certificates (Titulos del Banco Cdptrahich serve as tax credits in Ecuador, in orttesatisfy
approximately U.S.$190.9 million in accounts pagaliihe table below sets out Petroamazonas’ laagestunts
payable as of December 31, 2016, other than ace@ayable to Rio Napo or Petroecuador.

As of December 31, 201¢

Account Payable as adjusted
Schumberger del Ecuador S ..........coovviiiiiiieeiiiiiiieeeeee U.S.4 161,284,54
Consorcio Shushufindi S./.......cooiiiiiiiiiiiie e U.S.4 143,618,69
Baker Hughes Services International I............ccccooeviiiiiiiiniiinnnnnnn. U.S.4 111,769,60
Halliburton Latin America S.R........cooiiiiiiiiiieeeee e U.S.4 89,963,12
PardaliSErviCES S.A.....oiii it U.S.4 84,277,33
Sinopecinternational Petroleum Service Ecuador ¢....................... U.S.4 81,347,15
Cnpc Chuanqing Drilling Engineering Company Lim.................... U.S.4 67,448,08
Weatherford South AMerica GiM..........coooeviiiiiiiiiiiiiiiiii e U.S.4 61,654,77
Baker Hughes International Branches I...........ccccooeiiiiiiiiiiiinieeeenne. U.S.4 61,627,99
China ENrgy RESEIV .....uuviiiiiiiiiiiiieiieeeeee e U.S.4 40,000,00
Tenaris Global SErvices S........oviiiiiiiiiiie e U.S.4 33,854,12
POLIEX S/ (URSH! 32,322,53
Hilong Oil Service & Engineering Ecuador Cia. L............ccccceeees U.S.4 26,711,05
CoNAULO ECUAOT S./ueiiiiiiiiiiiiiiie et U.S.4 20,664,39
Empresa Estatal Unitaria Union de presas Productoras Belorusi.. U.S.§ 20,576,68
QMAXECUAOr S.£ ..o U.S.g 17,615,31
SEIMECPEE S. i ——— U.S.4 15,945,63
Baker Petrolite del ECUAdOr S..........cooiiiiiiiiieiiiiiee e U.S.4 14,175,94
GE OIL & GAS ESP del Ecuador S. .........ccccuvviiiiiiiiiieeieeeeeeeeee, U.S.4 13,915,39
Nabors Drilling Services Id. ............oooiiiiiiiiiiiiiicceeeeeeeeeee e U.S.4 13,544,12
Shandong Molong Petroleum Machineri Co L..........cccccoeeiiiiinnen. U.S.4 10,621,68
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The aggregate principal amount of PAM 2019 Noted #re Notes held by all service providers that
participated in Petroamazonas’ debt restructuidsgof the date hereof, prior to giving effect te ®Remarketing, is
U.S.$670.56 million. The aggregate principal amoahtthe Notes being sold by all service providaensthe
Remarketing, taken together, in their capacity lir§eSecurityholders is U.S.$315,339,980.

Petroamazonas is continuing to negotiate with vemdod service providers that did not participatéie
above-described debt restructuring.

Debt

On February 1, 2010 Petroamazonas entered intaradgreement with the Ecuadorian Social Security
Institute (nstituto Ecuatoriano de Seguridad Sogifdr a maximum amount of U.S.$165.0 million. Thregeeds of
the loan were used for the purpose of financingebigment activities in block 12 (known as tRafiacocha
oilfield). As of the date of this Remarketing Cilay the outstanding principal amount under thiseament is
U.S.$134,066,385.00. The loan bears an annuaésitesite of 5.00% and matures on January 15, 2018.

On February 16, 2017, Petroamazonas issued U.SZ8%Bion aggregate principal amount of the PAM
2019 Notes and U.S.$315.3 million aggregate pralcgmount of the Notes. As of the date of this Réweting
Circular, the entire aggregate principal amourthefPAM 2019 Notes remains outstanding.

In accordance with its Strategic Business PlantoBetazonas’ aims to finance U.S.$1.0 billion of its
project costs with external debt through 2019. Aesalt, Petroamazonas continue to analyze opptesiro raise
debt financing in the national and internationatkess.

Organizational Structure
Petroamazonas conducts the majority of its operatairectly. It also participates in a consortiunthw

respect to upstream activities in exploratory bl@gk In addition, it contracts a portion of its trpam activities of
third-party service providers. In addition, Petr@awnas owns the following interests in the follagvsubsidiaries:

Subsidiary % Equity Interest
Operaciones Rio Napo CEY................ 70.0%
Petronado S./......ccccevvvviiiiiiiiiii, 8.4%

(1) This subsidiary is in liquidation proceedingsldhas ceased operations.

Consortium

On April 7, 2015, Petroamazonas entered into aatinm agreement with EOP Operaciones Petroleras,
the Chilean state-owned upstream and downstreamo¢sibons company (“EOP”), and Empresa Estataladait
Unién de Empresas Productoras Belorusneft, thedecizan branch of the state-owned oil enterpristaéRepublic
of Belarus (“Belorusnetft”), for purposes of jointkxploring and developing exploratory block 28, ethis located
in southeastern Ecuador. Petroamazonas holds 51%eokquity interest in the consortium, while EORI a
Belorusneft hold 42% and 7%, respectively. EOP Beldrusneft have contributed all of the workingitaldor the
exploration of this block. However, EOP and Belorfs are entitled to be reimbursed by Petroamazfmrasp to
51% of such investment is crude oil productionhis tblock is achieved. Once crude oil productioradhieved,
EOP, as the manager member of the consortium, etayre cash calls from the members of the consortauthe
extent that there are funding shortfalls with resge production activities. On April 16, 2015, gshtonsortium
entered into an agreement with the Ministry of Hyadirbons, acting on behalf of the Republic, purst@nvhich
the consortium was granted exploration rights @arr fyears and development rights for 20 years. 83tignated
investment to be made by the consortium with rdsfmeexploration and development activities is agpnately
U.S.$400.0 millionPrior to the commencement of operations by thiserium, exploratory block 28 had not been
subject to exploration in more than 20 years. Atiporof the gross income of the consortium will dee and
payable to the Republic.
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Subsidiaries

In August 2016, Petroamazonas assumed the obligatind commitments of Rio Napo. Rio Napo was
established in 2009 as a public-private compampfesa de economia mixthetween Petroecuador and the
Ecuador branch of Venezuela’'s state-owned oil compBDVSA Ecuador S.A. (“PDVSA Ecuador”) to carmyto
exploration and production operations of exploratiock 60 (known as thBachaoilfield). Effective January 2,
2013, Petroecuador transferred its 70% equity éstem Rio Napo to Petroamazonas, with PDVSA Eauado
remaining a 30% stakeholder in the company. On 3ily2015, the Republic’'s Superintendence of Cartpans
(Superintendencia de Compafjiaeclared Rio Napo an inactive company due tdaitsre to submit required
balance sheets since 2013. As a result, in Aptilb2the Superintendence of Corporations commerigaatiation
proceedings against Rio Napo. As of the date sfR@marketing Circular, Petroamazonas has diraatiertaken
upstream operations of exploration block 60, and hasumed Rio Napo’s obligations and commitments to
contractors, suppliers and other creditors. On e3epér 23, 2016, Petroamazonas and certain of fitmtas,
including Rio Napo, entered into a framework agresinwith PDVSA Ecuador and certain of its affiliafgursuant
to which Petroamazonas has agreed, subject touteessful negotiation of definitive documentatiord aertain
conditions precedent, including regulatory apprevéd purchase PDVSA Ecuador’s equity interestRiim Napo
for a purchase price of U.S.$261.0 million. At @hms Rio Napo's obligations to PDVSA Ecuador inpest of a
service contract between the two entities will berded satisfied in full.

On March 1, 2016, Petroecuador transferred to Betagonas its 8.356% equity interest in Venezuelan
company Petronado S.A. (“Petronado”). Petronadoatpe the Onado oil field in Venezuela. The renmgrequity
interest in Petronado is held by Argentinian ConipaBeneral de Combustibles and Korean National Oll
Corporation.

Business Strategy

Petroamazonas has developed and is implementing-,sinaid- and long-term business plans with
objective goals in order to align and synchronimeefforts of each of its corporate divisions.

Mission

Petroamazonas’ mission is to develop strategic doagtbon exploration and production activities in an
efficient, sustainable and safe manner, while gkirio account its social and environmental resipditees and
applying the best human talent to contribute theeld@ment of Ecuador’s energy sector.

Vision

Petroamazonas’ vision is to become, by 2026, aomatiand regional leader in the exploration and
production of hydrocarbons and an example in theuBlc for its efficiency, integrity and reliabit

Values

Integrity and TransparencyPetroamazonas seeks to promote the highest stisnofibusiness ethics and
corporate and human integrity, ensuring transparémall of its operations and provides sufficieartd reliable
information with respect to its activities.

Solidarity. Petroamazonas is committed to the developmenEafador and its society by using
Petroamazonas’ best efforts to achieve its greateput. Petroamazonas values and respects thedudiity of all
of those who make up its organization, includingjrtlaspirations and talent.

Social and Environmental ResponsibiliBetroamazonas prioritizes the safety and healiks ofiorkers,

respects its local communities and the conservatibrthe environment, all with the goal of a harnoors
relationship between Petroamazonas and the conmynunit
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Professional Quality and TeamworRetroamazonas consider its workers to be the arifactor to its
success and aims to hire in accordance with theekigstandards of professional competence. Petemnas has a
culture of teamwork, collaboration and on-going lioyement. Petroamazonas is proactive in management,
opportunistic and precise in its analysis andssits-oriented.

Innovation Petroamazonas is recognized as leader in Ecuiadbe innovation of processes, technology
and management, which are in each case appliedtimipe the operation of its assets and to provideessary
technical support.

Strategic Business Plan

The Strategic Business Plan, which was approvedPdiyoamazonas’ board of directors, sets forth the
following seven objectives:

* increasing the Republic’s reserve levels in expmgablocks where Petroamazonas operates;

* increasing oil and gas production without affecting useful life of its exploratory blocks;

* increasing the value of the company through theiefft management of resources;

* expanding its exploration and production activitie®oth the national and regional levels;

» strengthening the health, safety and social angt@mental responsibility of its employees,
contractors, communities and ecosystem in its aveageration and influence;

» providing the required technological support to suga the efficiency of its operations, ensure the
functioning of its internal processes, and imprthe probability of the success of its operatioms a

» strengthening its human talent in accordance wstheéeds.

With respect to each objective, Petroamazonasstablished benchmarks in its Strategic Business iRla
order to assess its performance. These benchmatkslé the following goals for the period from 20th@ough
2019:

» completing at least 4.5 square kilometers of 3-Brsie surveys in new exploratory blocks and other
exploratory blocks that are in operation duringhsperiod,;

* increasing its expected average oil productiorims of bpd by 53,000 bpd above its projected
production curve;

e drilling and completing at least 230 exploratoryiiaje

* maintaining an average production of 50 msfd ofirstgas;

« obtaining financing, with favorable interest rat@sfinance U.S.$1.0 billion in projects; and

* entering into four non-disclosure agreements witernational companies to analyze exploration and
production opportunities in Ecuador.

During the three-year period ended December 316,2Betroamazonas invested U.S.$6.866 billion in
development projects in the region, and, duringybar ended December 31, 2016, it invested U.S3%2.1
billion in such projects. In accordance with theagtgic Business Plan and the General Budget, &etponas
seeks to continue its investment in the developraEnéw projects in the coming years.

The implementation of Petroamazonas’ businessglyahcludes the following initiatives:

Exploration, production and upgradind?etroamazonas’ exploration and production strafegyses on
increasing its efforts to search for new cruderederves, in particular through the acquisition2dd and 3-D
seismic surveys, primarily through third-party seevagreements with experienced international sang as well
as the systematic replacement of crude oil reseénvesture oilfields. Petroamazonas is developieg production
areas and adjusting its production activities ttercéor market demands and agreements reached a@bB&g
members and other oil-producing countries. Receaghged OPEC production cuts have not had a miatagact
on Petroamazonas’ operations or production levels.
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During 2016, Petroamazonas’ exploration projecteeveempleted in accordance with strategic guidsline
included in the National Plan for Wellness, 2013:2@lan Nacional para el Buen Vivir, 2013-201d@nd the
Strategic Business Plan. As a result of steps tak&016, Petroamazonas completed or has pendisigisesurvey
projects in exploratory blocks 7E, 11, 15, 21EaR8 58 during this period, for a total of 2,955a®ukilometers of
seismic surveys. However, due to budgetary comssraiPetroamazonas did not drill or evaluate any ne
exploratory wells in 2016.

Reduction in Cost per BarrePetroamazonas aims to lower its cost of crud@ailbarrel. During 2016,
Petroamazonas successfully renegotiated eleveicsexgreements with respect to mature oilfields. (@ilfields
that have passed the peak of their productiongaith case lowering the tariffs in respect of theises provided.
As a result of these and other cost saving measBedgbamazonas’ cost per barrel in 2016 was U.S0$6vhich
represents a 12.0% decrease from its cost perl 2815, which was U.S.$7.85, and a 22.0% deer&amsn its
cost per barrel in 2014, which was U.S.$8.85.

Private Sector Participationin 2014, Petroamazonas entered into its first asdyf the date hereof, only
consortium with foreign entities when it partnemgith EOP and Belorusneft for purposes of jointlypkexing and
developing exploratory block 28, which is locatadhe southeast of the Republic. For more inforamategarding
this project, see “—Petroamazonas’ Business—Cansuaft As part of its strategic objectives in theriog years,
Petroamazonas plans to enter into further conswittainternational participation. In addition,hias entered into
significant service agreements with both natiomal mternational service providers with the goalnafreasing its
production levels. For more information regardingfrBamazonas’ service agreements, see “—SelectedcSe
Agreements.”

Optimized Use of Associated Natural GRetroamazonas’ maintenance of its strong levethehatural
gas exploration and production is one of its goRlstroamazonas intends to focus its activities @etimg gas
demand in the region surrounding its offshore ptatf in exploratory block 7 in order to foster depenent and a
higher standard of living. It intends to continweeixplore and develop natural gas reserves. Inemtiom with its
Optimization Program, Petroamazonas is focusedptimizing associate gas use in the Republic. Petaganas
intends to promote an increased and more diveksefugas in Ecuador.

Selected Service Agreements

From time to time, Petroamazonas continues to igggglests for qualifications and proposals in
connection with, and enter into, service agreemtrasit views as important for the developmentt®foperations
and to renegotiate its existing agreements. Fompla in April and May 2016, Petroamazonas renatedi 11
service agreements with both national and inteonaticompanies and consortia to improve its pradadevels in
mature oilfields. In the aggregate, these agreesirequire capital expenditures by the service pierg in excess of
U.S.$1 hillion over the next several years and airimcreasing crude oil production in mature fidbgs30,000 bpd.

In consideration for the capital expenditures mahel other services provided by its service progder
Petroamazonas generally pays the service proviédiers per barrel of crude oil produced.

The table below sets forth the general terms ofséreices agreements Petroamazonas enters into from
time to time. The terms of a specific service agrerst may vary materially from the summary provithetbw.

Countepartie!........coeevveueieieeeeiiiannn, Petroamazonas enters into services agreements betth national an
international companies as well as consortia wétiomal and international
participation.

Services provide...........ccueeeveeennnnn. The services provided range from well drilling ietf®amazonas’ilfields
(including its mature oilfields) to the performanaeplatform construction
work, seismic and engineering services to mainteg.an

Risk sharini.........cccoooiiinnn, The service provider is generally responsible forcapital and operatin
expenses in the performance of services, includisg overruns.
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Prepaymen........cccooeiviiiiiiiiiiiinennnn, In some cases, Petroamazonas’ service providersregpgred to pa
Petroamazonas a prepayment in consideration far rilgats to undertake
operations in its oilfields.

SECUIMEY. .ot Petroamazonas reires its service providers to provide performanceds
and, to the extent necessary, corporate guararttedsackstop their
obligations.

Service fe€....oooiiiiiiiiii With respect to its drilling contracts, Petroamais typically required t

pay its service providers a pre-agreed fee peiebafroil extracted in the
relevant oilfield.

With respect to Petroamazonas’ other contractss f@ee payable in
accordance with a pre-agreed fee schedule as egfie provided or in the
form of lump-sum payments upon project completion.

In some cases, Petroamazonas’ service providergfibefiom fee
protection to the extent that there is an eventh(sas a change in the
applicable tax regime or a change in Petroamaz@udisies and manuals)
that impacts the economic equilibrium originallyreed to in the services
contract.

Termination regim.............occeevvnnnnn. Petroamazonas’ service agreements can generakyrmaatec

» by Petroamazonas, for convenience;

» by Petroamazonas, if there is a persistent bregctindo service
provider;

* by the service provider, if there is a persisteméabh by
Petroamazonas; and

* by either party, in the case of an extended evefdroe majeure
or if the agreement is ruled to be invalid by art@mi competent
jurisdiction.

Generally, upon an early termination of a servioatact, the service
providers are entitled to receive from Petroamag@niermination payment
that covers any service fees accrued at the tinerofination. However, if
the applicable service agreement required a sepriogider to provide a
prepayment, the service provider may be entitlagitnbursement of all or
a portion of that prepayment if the service agredrnseterminated early.

T e The terms of the service agreements vary signifigdrased on the natu
of the services provided. In the case of drillingrements where the
service provider is entitled to a fee per barrabibbxtracted in the relevant
oilfield, the term is typically 15-20 years and iis,some cases, subject to
extension.

Governing law and dispult............... All of the services agreements are governed by Ecamdiaw. Dispute
are typically subject to arbitration in Quito oranother jurisdiction.
Below is a summary of certain of the other matesé&lice agreements that Petroamazonas has emtred

in recent years.

On January 3, 2013, Petroecuador assigned to Retrmmas a specific services contract v@itmpania
Pardaliservices Sociedad Anéninf&ardaliservices”), pursuant to which Pardalisgrs agrees to provide well-
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drilling services and other ancillary services ptimize and improve upstream operations inltheertadorfield of

exploratory block 57 (known as ti&hushufindi-Libertadooilfield) during a 15-year term beginning on Jaryat,

2012. This contract can be extended for an additiime years if the parties agree on a new wottkedale for
those additional five years. Petroamazonas paydaPservices a fee with respect to each barrelaeteéd in the
oilfield.

On January 3, 2013, Petroecuador assigned to Redrmmas a specific services contract v@tinsorcio
Shushufindi S.A(the “Shushufindi Consortium”) which is comprisetl Schlumberger Surenco S.A., Tecpetrol
Internal S.L. and Kohlberg. Kravis Roberts & Co.eT8hushufindi Consortium has agreed to provide-drdling
services as well as ancillary services to optimanel improve upstream operations in tBleushuindifield of
exploratory block 57 (known as ti&hushufindi-Libertadooilfield) during a 15-year term beginning on Jaryuat,
2012. This contract can be extended for an additiime years if the parties agree on a new wottkedale for
those additional five years. Petroamazonas payShishindi Consortium a fee with respect to eactebextracted
in the oilfield. As of the date of this Remarketi@gcular, Petroamazonas owes significant accopayable to the
Shushufindi Consortium under this agreement. Thesi@lfindi Consortium has not participated in theerg
restructuring of Petroamazonas’ accounts payalae.“Betroamazonas’ Business—Restructuring of Patgrdare
under Petroamazonas’ Services Agreements.”

On October 8, 2014, Petroamazonas entered inticeemgreements for the drilling of oil wells anct th
provisions of ancillary operational services wiitefseparate consortia with respect to 17 of ifgaatory blocks
for purposes of increasing the Republic’s oil ressrin exploratory blocks where Petroamazonas tgxerdhese
consortia have committed approximately U.S.$2 .lohilin the aggregate to perform such services.

On December 14, 2015, Petroamazonas entered smptec#ic services contract with Shaya Ecuador &1A.,
subsidiary of Schlumberger del Ecuador S.A. (“Shaya develop its operations in exploratory bld@k (known as
the Aucaoilfield) pursuant to which Shaya provides welilldrg and operational support services in the klaad
has agreed to invest approximately U.S.$2.1 billiioproduction operations in the block, and assappoximately
$1.8 hillion in operating costs during the contlm@0-year term. Shaya made a U.S.$1.0 billionadgifepayment
to Petroamazonas under this agreement in Decenili&r. ZheAucuaoilfield is a mature oilfield. As a result of
these investments, Petroamazonas aims to increade production in this block by 20,000 bpd in toening years.
Petroamazonas pays Shaya a fee with respect to ackl extracted in the oilfield. As of the datk tois
Remarketing Circular, Petroamazonas owes signifiaaoounts payable to Shaya under this agreemeayashas
not participated in the recent restructuring ofr®anazonas’ accounts payable. See “Petroamazonagidss—
Restructuring of Payments due under Petroamaz&eagices Agreements.”

On February 1, 2016, Petroamazonas entered inpecfis services contract with Sinopec Internationa
Petroleum Service Ecuador S.A. (“Sinopec”) to depdls operations in exploratory block 43 (knownttas ITT
oilfield) pursuant to which Sinopec provides welhd operational support-drilling services in theckland assumes
all capital and operating costs in connection \lith services to provided. Under this contract, wamkplatform C
has been completed and work on platforms A and &@uieently pending and is required to be complétedune
2018 and August 2018, respectively. This contrachinates in January 2019. For more informatiorargigg the
ITT oilfield, see “Petroamazonas’ Business—CrudeE3ploration and Production.” Petroamazonas pagsi&c
in accordance with a fee schedule based on thalasgwices rendered. As of the date of this Regtawty Circular,
Petroamazonas owes significant accounts payabl&itopec under this agreement. Sinopec has, however,
participated in the recent restructuring of Petraaomas’ accounts payable. See “Petroamazonas’ €assiA
Restructuring of Payments due under Petroamaz&eagices Agreements.”

Regulatory Overview

Legal Framework

Petroamazonas is subject to Ecuador’s 2008 Cotatifithe Hydrocarbons Law, Executive Decree No.
314, and all other laws and oversight of the gavenmt agencies that apply to the hydrocarbons secidrstate-

owned enterprises generally. Oil production operatiare conducted under the supervision of the stiniof
Hydrocarbons and the regulation and control of Higdrocarbons Regulation and Control Agency and the
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Hydrocarbons Secretariat. See “Overview of the Repu-The Ecuadorian Economy—Strategic Sectors ef th
Economy—Oil Sector.”

Executive Decree No. 314 sets forth Petroamazanasi objective, structure, and activities. The decr
establishes Petroamazonas as a legal person widl@ar law, with its own capital, and, as a resptpvides it with
budgetary, financial, economic, administrative antnagerial autonomy. The decree further establishes
Petroamazonas’ primary purpose as the managemeamntptifration and production operations undertakerhke
Republic in the strategic sector of hydrocarbond mated substances. To fulfill Petroamazonaseaibjes, the
decree provides that Petroamazonas may createtafil subsidiaries, business units, or enter &ssociation
agreements, joint ventures, strategic alliancessantia, coordination enterprises, or others oflainmature, within
and outside Ecuador. The decree establishes tladaR®zonas is able perform any activity or entdo iany
contract permitted under Ecuadorian law, whichdlliyeor indirectly relates to its objectives, witkatural or legal
persons, domestic or foreign, public or privatee Tiecree also permits Petroamazonas’ operatidoes performed
at a local, provincial, regional, national and intgional level. The decree furthermore regulates éxternal
contracting policies and parameters of Petroamazpoesuant to the Hydrocarbons Law and to regulatissued
by its board of directors, and, with respect toré¥hazonas’ contracts that are not entered intb kespect to
exploration and production of hydrocarbons, ttey Organica del Sistema Nacional de Contratacidiblea
(“Public Contracting Law”).

Petroamazonas’ board of directors and managementegiulated by théey Organica de Empresas
Publicas(the “State-Owned Enterprises Law”). Article 4 ofdeutive Decree No. 314 establishes that the board
must include the following members:

» the Minister of Hydrocarbons or his delegate, whiblve the President of the board;
» the National Secretary of Planning or his delegane}
» a member designated by the President of the Republi

The State-Owned Enterprises Law establishes treatptwers of the board, among others, are to (1)
establish the goals and policies of Petroamazd@agspprove Petroamazonas’ annual program of imassts, (3)
approve Petroamazonas’ yearly budgets, (4) apgieereation of any subsidiaries, and (5) homitiagegeneral
manager of Petroamazonas.

Budget and Appropriations

As Petroamazonas is a public compaemresa publicg it has budgetary autonomy from the Republic.
Its authority and ability to pay monetary obligatsoand to expend funds is subject to its generatfavperating
revenue and the approval of its General Budgettdyoard of directors, in accordance with the Statmed
Enterprises Law, and the acceptance and fundiitg Gfeneral Budget by the Ministry of Finance. vdlenues that
Petroamazonas generates in excess of its opecatitgare deposited in its accounts in the CeBtaak of Ecuador
and excess amounts which are not invested or r&ieddy Petroamazonas are transferred to the Refoblse in
the General State Budget.

Petroecuador commercializes all hydrocarbons tletttoBmazonas produces. As of the date hereof, the
Republic has not defined an income model in ordeompensate Petroamazonas directly for its prantuetforts.
Instead, the majority of Petroamazonas’ operatimadunded through contributions from the MinisifyFinance in
an amount equal to the General Budget approvedebyp#&mazonas’ board of directors. The Ministry ofaace
contributes funds to Petroamazonas on a monthlig tsed on the proceeds received by the Repubiic the
commercialization of hydrocarbons by Petroecuatoe table below sets forth the aggregate amouthteoGeneral
Budget approved by Petroamazonas’ board of direaad accepted by the Ministry of Finance for eafcthe
years indicated below, as well as the portion ahe@eneral Budget that has not been funded by tinést/ of
Finance as of April 30, 2017.
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2017 201¢ 201t
(U.S.$in millions)
Aggregate General Bud(.............cccceeeeeeee 2,223.( 2,684.( 3,533.:
Portion of General Budget Not Funt.......... 1,356.( 1,593.: 1,814.°

In 2017, Petroamazonas’ current General BudgeBig% lower than its aggregate General Budget for
2016 after giving effect to approved increasesadigregate General Budget for 2016 representedo&2@ecrease
as compared to its aggregate General Budget fds, 2@ich was decreased from U.S.$4.670 to U.S.83tBon
due primarily to falling oil prices. Petroamazona#ier sources of funds are derived from delay itiesahat it is
entitled to impose pursuant to its service agre¢snas well as amounts received from the HydrocegI8ecretariat
and other entities for the transportation of hydrbons through Petroamazonas’ RODA pipeline network

If Petroamazonas does not generate sufficient tpgreevenue to pay its monetary obligations, idtig
its obligations in respect of the Notes, it woukl dependent on receipt of additional funds fromRlepublic to
satisfy such obligations, in accordance with theegoment appropriations process. Petroamazonasndbesntrol
the government appropriations process. For infdonatgarding this appropriations process, seek'Ractor— A
failure by Petroamazonas to generate operatingiteyeobtain approval for a sufficiently sized Gah&udget for
2017, or to receive sufficient funds to fulfill itsbligations in respect of the Notes may adversdfgct the
repayment of the Notes by Petroamazonas” and “@eref the Republic—Public Sector Finances—Overview
Budget Process.” From time to time, Petroamazomaséquested additional funds from the Generat Ratlget
in connection with its operating needs. For exampl@016, it requested U.S.$772.0 million in aiddial funds to
satisfy its operational needs because the Genemdde® of U.S.$2.223 billion that was approved wakw its
proposed budget of U.S.$3.0 billion. Petroamazomggiroved 2017 General Budget of U.S.$2.223 billias
equal to the amount it requested. Petroamazonamblasied in its 2017 General Budget amounts necgs®
make required interest payments on the Notes thidteeome due during such year.

Exploration, Production and Upgrading

In 2016, Petroamazonas’ total crude oil productmm a consolidated basis with Rio Napo was
approximately 158.1 million barrels, a 2.2% inceedsom 2015. In 2015, its total crude oil produntizvas
approximately 154.3 million barrels, a 2.4% deceetiem an approximate 158.0 million in 2014. Petnaaonas’
crude oil production is concentrated in the Cue@cignte region, which is located in the easternnpast of the
Republic, primarily in the Amazon rainforest, andhe Litoral region, which is located on Ecuadevisstern coast.
Petroamazonas’ crude oil operations are exclusimeshore, but it also performs offshore natural @eesations in
exploratory block 7 (known @&ampo Amistad

The following table presents the Republic’s proveserves, proved and developed reserves in expigrat

blocks where Petroamazonas operates, in each sasé Becember 31, 2016, and Petroamazonas’ praducti
volume for year ended December 31, 2016, and tieeatits proved reserves to its production dursugh period.
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Production

Proved for the year Ratio
ProvedYas of  developed as ended Reserves
December 31, of December December 31, @apy/
2016 31, 2016 2016 Production
(mmb) (mmd) (mmd)
Crude Qil:
Light .o 93 53 2 47
Mediun ..., 1,10¢ 824 111 10
Heavy and Extra-Heavy................c..ccue..e. 301 157 45 7
Total Crude Oil .......c.covevveeiiieciiciieeeieneas 1,503 1,033 158 10
Gasinboé? ..........ccoooveeeeeeeeeeeeeeeeen 31 9 3 9
Total Natural Hydrocarbon in boe.............. 1,534 1,042 161 -

(1) Developed and undeveloped.
(2) Net natural gas production (gross producti@s leatural gas re-injected).

The following table presents the location, produttivolume for the year ended December 31, 2016,
discovery year, proved crude oil reserves and phopsobable and possible crude oil reserves aseotiber 31,
2016, and the ratio of reserves to annual produdtio each of Petroamazonas’ largest oil fieldEauador for the
year ended December 31, 2016.

Ratio
Proved Ratio 3P
Name of Field 2016 Proved Reserves/ Reserves/
(Exploratory Block) Location Production Reserves Production 3P Reserves Production
(province of) (bpd) (thousands (years, (thousands (years,
of barrels) of barrels)

Coce-Payamino (i Orellan: 32,15 23,95. 2.C 32,10( 2.7
Eden Yudri (12) Orellana ant 39,34« 74,47" 5.2 96,54¢ 6.7

Sucumbios
Indillane (15) Orellana ant 28,87( 57,20: 5.4 63,83¢ 6.1

Sucumbios
Pao Azul (18 Napo anc 11,30 25,86° 6.3 31,09 7.5

Sucumbios
Yuralpa (21 Napo anc 5,651 60,72t 29.¢ 68,97: 33.¢

Pastaza

Apaike-Nenke (31 Orellan: 16,69¢ 23,95. 3.€ 35,47 5.€
ITT (43)" Orellan: 8,351 90,11¢ 29.F 635,95! 208.t
Lago Agrio (56 Sucumlios 11,26« 121,51 29.¢ 138,95! 33.¢
Shushufindi (57 Sucumbio 89,29: 256,57. 7.€ 263,33 8.1
Libertador (57 Sucumbio 19,83 65,70( 9.1 104,24: 14.¢
Cuyaben-Tipishca Sucumbio 26,95: 115,84: 11.¢ 130,88: 13.2
(58)
Sacha (6% Sucumbio 72,42 311,08( 11.¢ 434,91 16.
Auca (61 Orellana 67,858 276,078 11.1 392,806 15.9

(1) Partial year statistic based on a 366-day yesploratory block 43 entered into operations opt&mber 7, 2016.
(2) While Petroamazonas assumed upstream operaifomeploratory block 60 on August 1, 2016, prodrtdata is provided on a consolidated
basis for all periods indicated.
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Reserves

All oil and gas reserves located in Ecuador belmthe Republic. Petroamazonas calculates oil a&sd g
reserves and they are validated by the HydrocarRegsilation and Control Agency on an annual basisyant to
the Ministry of Hydrocarbon’s hydrocarbon reservanmal definitions and rules. The Ministry of Hydadoon
establishes, among other things, specific procdssesiculate reserves and control data that amgssito processes
used worldwide. These rules enable the Republiotopare its reserves to other countries.

Proved reserves are volumes of hydrocarbons tletestimated with reasonable certainty. They are
recoverable from known reservoirs in accordancé aitailable geological and engineering data. Bexadishe
inherent uncertainty and limited nature of the nesie data, the estimates of proved oil and gasries are subject
to modifications over time, as additional infornoatibecomes available. Proved reserves are claksdieleveloped
and not developed. Proved developed reserves andifidd by the volume of hydrocarbons that is cancrally
recoverable from reservoirs from available welloved reserves that are not developed are ideh#fiethose with
significant hydrocarbons which will be obtainedaigh investments in drilling new wells in areas dained or
the completion of existing wells.

Unproved reserves are based on geologic and/oneerging data similar to that used in estimates@igd
reserves; but technical, contractual, economicegulatory uncertainties preclude such reservesgbeassified as
proved. Probable reserves are those unproved esseivich analysis of geological and engineering daiggests
are more likely than not to be recoverable. Possilaiserves are those unproved reserves which analys
geological and engineering data suggests areikedg o be recoverable than probable reserves.

The estimates of reserves are not precise andibjecsto revision. Petroamazonas reviews thesgeooil
and gas reserves annually to take into accountngrother things, production levels, field reviews; addition of
new reserves from discoveries, year-end prices, egswhomic and other factors. Reserve estimates loeay
materially different from the quantities of crudéand gas that are ultimately recovered.

Crude Oil. As of December 31, 2015, according to OPEC, Eaubhdd estimated proved light, medium,
heavy and extra-heavy crude oil reserves totalipgraximately 8.3 billion barrels. As of the sameteda
Petroamazonas operated in exploratory blocks vétimated proved light, medium, heavy and extra-heaude
oil reserves totaling approximately 1.4 billion t&s. Based on Petroamazonas’ production level20d6 and the
Republic’s estimated proved reserves of crudenoit¢uador in exploratory blocks where Petroamazopasates,
including heavy and extra-heavy crude oil resetlias will require significant future developmenst®to produce
and refine, have a remaining life of approximatély years. However, such remaining life increases t
approximately 15.4 years if the Republic’'s estirdafgoved, probable and possible reserves of cruldén o
exploratory blocks where Petroamazonas operatesoagtdered.

Natural Gas As of December 31, 2015, according to OPEC, Emuhdd estimated proved reserves of gas
totaling approximately 10.9 billion cubic metera$®d on Petroamazonas’ cost assessment of progutfiscuses
production efforts on crude oil. Petroamazonas uakes natural gas production on its offshore pfatt in
exploratory block 7 (known &ampo Amistad which yield natural gas for domestic use inrbgion and which is
also used by Petroamazonas in connection with titer coperations. A large proportion of the Repusligas
reserves in exploratory blocks where Petroamazopeasates are developed.
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The following table presents the Republic’s provederves of crude oil and gas in exploratory blocks
where Petroamazonas operates, which include batlaped and undeveloped reserves. All of thesaveseare
located in Ecuador.

As of December 31,
2016 2015 2014

(in millions of barrels, unless
otherwise indicated)

Proved developed reserve

Light....oeii 93 42 32
Medium......cooevviiiii e, 1,10¢ 1,15¢ 1,10
Heavy and Extra-Heavy............ 301 194 252
Total crude Oil.........ccccovevennne. 1,503 1,393 1,391
Reserves/Production (years).... 10 9 9
Natural gasin b...........cccee... 31 39 44
Total hydrocarbons in boe......... 1,534 1,432 1,435

Operations

During 2016, Petroamazonas’ exploration projecteeve®mpleted in accordance with strategic guidsline
included in the National Plan for Wellness, 2013:2@lan Nacional para el Buen Vivir, 2013-201d@nd the
Strategic Business Plan. Petroamazonas complet2@li& or has pending seismic survey projects iroextory
blocks 7E, 11, 15, 21E, 55 and 58 during this pkrfor a total of 2,955 square kilometers of setssuirveys.
However, due to budgetary constraints, Petroamazdiaanot drill or evaluate any new exploratoryeéh 2016.

The following table summarizes Petroamazonas'inglactivities for the periods indicated.

For the year endec
December 31,
2016 2015 2014
(Number of wells]

Exploration wells:

Conmpletec.......cooeevveviiiiiieiiiienn, -- 3 7
SYUES] o]0 o [T -- -- --
Under evaluatio..............eueuennnnn, - - -
IN Progres.......oceeeevieeiiieeeiieeeeenn, -- -- --

Dry or abandoned....................... -- -- --

Development wells drillec............ 26 138 23C

In 2016, Ecuador’'s crude oil production capacitysvapproximately 200.7 million barrels, of which
approximately 158.1 million barrels correspond®é&troamazonas’ production (158.1 million barrelthim Cuenca
Oriente region and 15,738 barrels in the Litorgioer). In addition, in 2016, Ecuador’s average erod production
in terms of bpd was approximately 549,889 bpd, lofctv 431,981 bpd corresponds to Petroamazonasuptioth
(431,939 bpd in the Cuenca Oriente region and 4Bifbghe Litoral region). Petroamazonas’ produciioterms of
bpd increased by 2.2% as compared to 2015, whéeatiyproduction in terms of bpd in Ecuador inceshby 1.3%
as compared to 2015. The increase in Petroamazpradction is primarily attributable to the commement of
operations in exploratory block 43, as well as éased investments in the optimization and developrogits
operations in 2016, particularly in connection witkrtain of its new service agreements with naticrad
international participants. For more informatiogaeding Petroamazonas’ service agreements, se@édp@zonas’
Business—Crude Oil Exploration and Production—SekcService Agreements.” In addition, during 2016,
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Petroamazonas produced approximately 50.9 msfatofal gas, which represents an increase of 5.986rapared
to 2015.

The following table summarizes Petroamazonas’ ficstb average daily crude oil and natural gas
production by type and by region and the averatgs saice and production cost for the periods digeci

For the year ended December 31,
2016 2015 2014
(in bpd, unless otherwse indicated

Production

Crude oail:

Light...ceeeeiiiiis 5,36¢ 5,521 5,15¢
Mediunm ... 302,89: 335,75! 338,89
Heavy/Extra-heavy......... 123,721 81,498 89,010
Total crude oil............... 431,981 422,783 433,060
Natural gas (msfd).

Gross productic.............. 50.¢ 48.1 55.¢
Less: Reinjected............ 0 0 0
Net natural gas (msfd).... 50.9 48.1 55.9
Crude oil production by

region:

Oriente.........cccvvvvvvvenenn. 431,93 422,73 433,00«
Litoral.........ccoeveveveenniinns 43 48 56
Total crude oil............... 431,981 422,783 433,060

Natural gas production
by region (msfd):

Oriente.........cccvvveeeeennnnn. 0 0 0
Litoral.........cooevevveeenniinns 50.9 48.1 55.9
Total natural gas............ 50.9 48.1 55.9

Average production
cost ($/boel’ U.S.$6.85  U.S.$7.83 U.S.$8.82

(1) The average production cost per barrel is calcdlatedividing the sum of direct and indirect
costs of production (excludes depreciation and &radion) divided by the total volumes of
production of crude oil, natural gas and liquidunat gas.

Capital Expenditures

The following table sets forth Petroamazonas’ dctapital expenditures by region for the periods
specified.

For the year ended
December 31,

201¢€ 201t 201«
(in millions of U.S. dollars)
(@ 1511 0] (TR 2,104 2,10t 3,07¢
Litoral.....coveeeeeeeeereeree e cemmees 4 40 214
Total 2,10¢ 2,14¢ 3,291

Petroamazonas currently estimates its capital ekpers for the fiscal year ended December 31, 2017
be U.S.$1.432 billion, and it expects to fund thesmgital expenditures through its budgetary praocess
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Pipelines and Storage

Petroamazonas has a small transportation networdtunfe oil pipelines in the Amazon region. These

pipelines connect production areas to terminalifees and refineries and are primarily used fae thansportation

of the crude oil that Petroamazonas produces too&mtador, which engages in downstream operations.
Petroamazonas operates the Cuyabefio gatheringnsgsid the RODA pipeline network, which spans frodert
Yutdri to Lago Agrio. In Lago Agrio, the RODA conets to the SOTE. The SOTE is operated by Petroecuat
transports crude oil to Petroecuador’s maritimeteal of Balao on the Pacific coast. From the nragtterminal, a
portion of the crude oil is forwarded to the refigiprocess and another portion is set aside fooréxim addition,

oil derivatives are distributed to different in&#bns, terminals, and deposits through a netwafrlancillary
pipelines, through which fuels are transportedagous regions of Ecuador.

Petroamazonas also owns and operates the undergipeline known as th&leoducto Binacional
Amerisur(Amerisur Binational Pipeline, the “OBA"), whiclognects the RODA system with the Platanillo oitfiel
in Colombia. The OBA was constructed by BritishmfiAmerisur Resources Plc (“Amerisur”), which algmermtes
the Platanillo oilfield, and construction was coeipl in September 2016. Pursuant to Petroamazagestment
with Amerisur, Amerisur is permitted to use theghipe from the Ecuadorian border with Colombialie RODA
system for a lfive-year period. Petroamazonas’ mmimnh transport volume commitment to Amerisur under t
agreement is 5,000 bpd and Amerisur pays a commnigsi each barrel transported through the RODA.

Finally, in 2015, Petroamazonas developed a netwbigas pipelines in Ecuador totaling approximately
70 kilometers that distribute natural gas fromafishore platform aCampo Amistado coastal communities for
domestic use. These gas pipelines are, howeveratepedy Petroecuador.

Most of the Republic’s petroleum storage is manayati operated by Petroecuador in connection wath it
downstream operations. Petroamazonas maintaing aildtorage tanks and other storage capacityett ef its
oilfields for purposes of temporarily storing crudi prior to its off-take by Petroecuador. Petr@aonas’ total
storage capacity is approximately 1.5 million bksre

Research and Development

Petroamazonas focuses its research and developfferts on maximizing its crude oil production in
fields with the highest reserves, in particularpleratory block 43 (known as the ITdilfield), which it estimates
has proved, probable and possible crude oil resasfrapproximately 1.672 million barrels (or approately 41%
of Ecuador’s total proved crude oil reserves). amtipular, Petroamazonas focuses on the increaseafuseismic
surveying for purposes of prospecting well drillisites.

Petroamazonas has also invested approximately UZSHllion in a program known a®ptimizacion
Generacion Eléctrica and Eficiencia Energéti¢@ptimization of Electric Generation and Energyfid&ncy
Program, the “Optimization Program”), which focusesflexible fuel solutions (such as the use obeisged gas
and crude oil as fuel), increased efficiency in powise, restoration of deteriorating facilities atite
implementation of waste heat recovery systems.“Beeronmental and Safety MattersProject of Optimization
of Electric Generation and Energy Efficiency.”
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Management and Employees
Directors

Petroamazonas’ current board of directors is coegpo$ the following individuals:

Name Position in Board Member Since
Eng. José Albérto Icaza Rom Presider April 29, 201¢
Dr. Omar Bernardo Alvarado Dii Membe October 10, 201
Eng. Adolfo Salcedo Glikste Membe December 5, 20:

Eng. José Albérto Icaza Romero — President of trerdB

Engineer José Albérto Icaza Romero was Petroamszgaeaeral manager from November 26, 2015 until
he was appointed as Minister of Hydrocarbons puntsteExecutive Decree No. 1005, issued by theitReas of
the Republic of Ecuador on April 29, 2016. Befoezdiming the general manager, he was the vice-rainistthe
Ministry of Strategic Sectors (“MICSE”) and on wauws occasions was the Deputy Minister of MICSEwhrich
capacity he lead projects to benefit the hydrogarbector. He was also vice-minister of the MinistfyNon-
Renewable Natural Resources and President of tlaedBaf Austrogas. He was a Member of the Negotiatin
Commission for the recuperation of the remainingLR Ecuador. He received his degree in chemioginering
from the University of Guayaquil.

Dr. Omar Bernardo Alvarado Diaz — Member

Dr. Omar Alvarado Diaz has been a member of thedbeace October 10, 2016, in his capacity as
delegate of the President of Ecuador. He has asa la member of the board of the Coordinating Comoé
Public Enterprises EMCO EP since October 2016ngatiso as the company’'s Compliance Manager. Hi$ pa
work experience includes, among others, workinghes national department head of taxpayers’ rigtitthe
Internal Revenue Service (“SRI”), and as presi@emat member of the National Committee on Ethichef$RI. He
holds a law degree from the University of Cuenca.

Eng. Adolfo Salcedo Glikstadt — Member

Engineer Adolfo Salcedo Glukstadas been a member of the board since Decemberlb, B is the
National Sub-Secretary of Decentralization of tregidbhal Secretary of Planning and Development aathber of
the Board. His previous work experience includesdehe Sub-Secretary of Assistance to the Deveéoypinof
Defense in the Ministry of Defense and the Sub-&acy of Institutional Reform in the Ministry of Agulture,
among other public positions. He holds a degravihengineering from the Central University ofizdor.

None of the Directors have any conflicts of intédestween their duties to the Issuer and theirgpeiv
interests.

Senior Management

Eng. Memin Alex Galarraga Hunter — General Manager

Engineer Memin Alex Galarraga Hunter was nameddiyo@mazonas’ board as t@erente Generafthe
“General Manager”) on September 16, 2016. Priohisoappointment, he worked as Petroamazonas’ opesat
manager. From 2004 to 2006, he worked at Grupor8yreess vice-president of operations. From 2007012 he
worked at Barrett Resources (Subandean E&P) astipes manager as well as general manager, antdias
other supervisory and managerial operations roi#sather companies operating in the oil and gatose

Jessica Gabriela Andrade Camparfia — Chief FinanOiticer

Jessica Gabriela Andrade Campafia was appointecetesafazonas’ chief financial officeGérente
Financierg on January 4, 2016. Prior to her appointment,vebrd&ed for Ecuador’s Internal Revenue Service as a
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tax control expert, as vice-minister of the Minystaf Sport, and as general coordinator of publicpanies for the
National Secretariat of Planning and Developmef®NBLADES). She received her degree in economias fro
Pontificia Universidad Catdlica del Ecuador, a texadiploma from CIAT Panama, and a master’s degnesocial
sciences from FLACSO Ecuador.

Dario Javier Cuenca Riofrio — Chief Operating Oéfic

Engineer Dario Javier Cuenca Riofrio was appoirtedPetroamazonas’ chief operating offic@efente
Coordinador Nacional de Operacionesn September 23, 2016. Prior to this appointméet,held various
supervisory and managerial positions in Petroamas @perations department. He received his degrpetroleum
engineering from Escuela Politécnica Nacional ledain Quito, Ecuador, and his MBA degree in project
management from Universidad Vifia del Mar locateGlnile.

Paula Veronica Piedra Espinosa — Chief Legal Office

Paula Veronica Piedra Espinosa was appointed asafezonas’ chief legal officeGérente Legdlin
November 2015. Prior to her appointment, she semgdssistant manager of the Legal Counsel anddctst
department at Petroecuador. She also held othal flelgs in Petroecuador. She received her lawedefyom the
Universidad Técnica Particular de Loja, and a fieatie in tax management from the Universidad Saméisco de
Quito.

Employees

As of January 31, 2017, Petroamazonas had 7,32lbgegs working in nine main departments, including
support staff.

The following chart shows a breakdown of Petroamaszb employees by the department, including
support staff:

Department Number of Employees Percentage
Internal Auditing 19 0.26%
Operation 4,06« 55.49¥%
Social Responsibilit 2,091 28.63¥%
Business Services & Suppl 89¢ 12.23%
Corporate Planning & Strate 28 0.38%
Human Resourc 16C 2.18%
Corporate Relatior 22 0.30%
General Manageme 5 0.07%
Lega 33 0.45%
Total 7,324 100.00

Petroamazonas is not a party to any collectivedmairgg agreements. Notwithstanding, legal proceagslin
are, from time to time, brought against Petroamagdsy groups of former employees. For more infoionatsee
“Legal Proceedings.”

Environmental and Safety Matters

Environment

Petroamazonas is subject to a complex environmanthbccupational health regulation framework, Wwhic
is regulated and controlled by the Ministry of tBevironment Kinisterio del Ambiente Under this framework,

Petroamazonas may be required to make signifiogreralitures to modify its facilities and to prevemtremedy
the effects of waste disposal, pollutant spills] ancidents on the environment and the populatioesth.
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Petroamazonas is taking steps to prevent risksetemvironment, the population’s health, and thegirty
of its installations. In 2013, Petroamazonas inocmafed into its management plan a model of sudtdityaand
social responsibility defining its social resporigip strategy and updating its internal policyriespect of the same.
Petroamazonas’ system is based on internationatigga and standards, such as the guidelines of2&D0. In
addition, it currently holds ISO 14001 and OHSASO0QGB certifications for exploration, production and
transportation activities of oil for exploratoryooks 12, 15, 18, 21, 31 and 43, platforms Oso A Band Oso G
in Block 7, the pipeline Edén Yuturi — Lago Agramd related administrative support for activitiesaited in Quito.

Petroamazonas is subject to numerous environmeatpilations and statutes under the laws of the
Republic, including the 2008 Constitution, the Eomimental Management Lavidy de Gestion Ambienjalthe
Hydrocarbons Law, and other existing environmerggllations. Petroamazonas is required to obtaimifsein
connection with most of its projects and other esgory efforts and believes it is in material cdiaapce with the
requirements of applicable law and terms of thesengs. When the Ministry of the Environment, agtithrough
the Environmental and Social Repair Program or leerogovernmental enforcement agency, issues aenofic
violation under any applicable program, Petroamagdnvestigates and analyzes the allegations agagenthe
agencies to determine the appropriate resolutitmichvmay involve taking remedial or corrective ans, and the
payment of negotiated penalties if appropriaterd@etazonas currently does not have any materiatasobf
violations outstanding. From time to time, legabg@edings are commenced against Petroamazonasvayepr
parties with respect to releases of hazardous mkstem or around the oilfields in which it opeat&or more
information, see “Legal Proceedings.”

Optimization Program

As part of its environmental responsibility initisg, Petroamazonas has developed the Optimization
Program. This program was implemented in 2009 ae#issto guarantee the efficient use of non-renexadtural
resources in the oil sector through the developraadtimplementation of an innovative managementahnticht
reduces environmental impact, while creating wealftd wellness for the country. The project is cextteon the
optimization of oil-associated gas through the glesind implementation of systems of capture, trarapon and
management of associated gas and more efficietednsgsof generation and distribution of energy, Wwhadlows
Petroamazonas to prioritize the use of resourcHs lawver costs and less impact on the environniEme. project
aims at reducing the carbon footprint per extrati@ael of oil by eliminating diesel and reducimg tuse of crude
oil in electricity generation. The project also lsed¢o optimize associated gas for the productioricgpfefied
petroleum gas and electricity. The development@iable distribution and transmission system tivatgs energy
at lower cost and impact to the environment toedéht users such as oil operators and populatomagdd in the
area of influence is also included in the project.

The implementation of the Optimization has allowRetroamazonas to reduce its diesel consumption
demands by approximately 324.8 million gallons fr@®09 to 2016. In 2016 alone, Petroamazonas’ diesel
consumption demand decreased by approximately 8milllon gallons. In U.S. dollar terms, this redoct
translates to approximately U.S.$907.9 millionatat savings (calculated based on the market pficdsels) from
2009 to 2016. In 2016 alone, Petroamazonas’ sadngainted to approximately U.S.$149.3 million. Teduction
in consumption has further decreased carbon diogidéssions generated from Petroamazonas’ operabigns
937,511 tons from 2009 to 2016, of which 156,56%stof carbon dioxide were reduced in 2016. The naraghas
also led to an increase in efficiency in the praabucof hydrocarbons, resulting in a net increafs®,095,008 boe
from 2009 to 2016, and a net increase of 2,19548@0n 2016 alone.

The budget allocated to the Optimization Programtiiy National Manager of Operation&gfente
Nacional de Operaciongsf the Ministry of Hydrocarbonat the beginning of 2016, was of U.S.$17.7 millidhis
budget however, had to be modified in June 2016¢caing an additional U.S.$12.0 million to the gram, as a
result of cost overruns. For the 2017 fiscal ydetroamazonas has allocated U.S.$30.0 million snbitdget
towards the continued implementation of the Optatian Program.

Environmental Remediation—Project Amazonia Viva

On July 1, 2013, Petroamazonas’ board establishgdd® Amazonia Viva, which was later approved by
the Ministry of the Environment on June 3, 2014isTgiroject seeks to eliminate sources of polludaod remediate
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contaminated soils, which resulted from exploratemmd production activities predating Petroamazorcwgn
operations. Currently, the project encompassesirgtion and remediation efforts in exploration ecll
(Bermejg, 56 (ago Agrig, 57 ShushufindiLibertador), 58 Cuyabeny 60 Sachg, and 61 Aucg, which are
carried out in accordance with the Public Policy Gomprehensive Reparation and existing environnhenta
regulations, under the supervision and monitoriighe Ministry of the Environment. For the perioddeng
December 31, 2016, approximately 364,240 cubic reetesoil were remediated and 191 sources of potuvere
eliminated as part of Project Amazonia Viva. Asault, Petroamazonas was able to recover approeiyn&®959
barrels of crude oil during the 2016 period. Toeddetroamazonas has remediated approximately 5821&ic
meters of soil and eliminated 520 sources of poltusince the implementation of Project Amazoniaavin 2014.

In 2016, Petroamazonas registered expenses ofamately U.S.$23.1 million for the implementatioh o
such project and estimate an annual budget of LBE&million for 2017.

Safety

As part of Petroamazonas’ operational plan, itihesrporated an occupational health managemergrayst
and industrial safety policy. As such, Petroamagdmas taken steps to assure the integrity of psopéalth and
installations, including through the revision otheical safety standards to meet the terms of remulations,
technologies and best practices; visualization andlysis of new trends and technologies in safesyjters;
implementation of training programs; and promotasnndustrial safety and occupational health angegting in
safety equipment for several of its facilities.

Petroamazonas’ employees and contractors are rm&@bfgorfor complying with and enforcing the
provisions of this policy. As a result, they arebjsat to a verification process through periodiditsi and
assessments. Petroamazonas’ employees and corgnatteive special training, aimed at raising anase about
the risks of oil activities and compliance with fhaicies, rules and procedures that have beereimghted, with an
approach of both preventive and continuous imprereno avoid damages to people, the environmenpeoykrty.

Social Responsibility

As an state-oil company, Petroamazonas is subgeatatious social responsibility regulations under
Ecuadorian law, including the Organic Law on Pulttioterprises, the Hydrocarbons Law, the Environadent
Regulation for Hydrocarbons OperationReflamento Ambiental de Actividades Hidrocarbuai$gr and the
regulations on the enforcement of social partiegpatnechanisms under the Environmental Managememt L
(Reglamento de aplicacion de los mecanismos decjjation social de la Ley de Gestion Ambiental

As part of its commitment to social responsibiliBgtroamazonas has established a Community Redation
Program with the main purpose of developing a hgatbexistence between it and the communities déocaithin
the areas of direct, indirect and regional infllerof its operations. The project consists of theetibgpment of
activities to support the integral growth of comntigs, mitigation of negative impacts of the opemat as well as
the enhancement of positive effects resulting frtre operation. The project includes the developmant
community health, education and culture, self-mansnt, productive projects, organizational support,
infrastructure and equipment. In 2016, Petroamazoraurred capital expenses of approximately U.E3million
for the implementation of such project and estinateannual budget of approximately U.S.$14.4 nnillfor year
2017.

Legal Proceedings
Petroamazonas is involved in various claims, laissand legal proceedings that arise from timenhe tin
the ordinary course of business. Litigation is sabjo inherent uncertainties, and an adversetrigstilese or other

matters that may arise in the future may harm Betezonas’ business. For information regarding |pgateedings
involving the Republic and certain of Petroamazbatgiates, see “Overview of the Republic—LegabPeedings.”
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Labor Disputes for Wrongful Termination

On October 26, 2016, 52 of Petroamazonas’ formepl@maes initiated an action in the court of first
instance in Quito seeking total compensation froairdmazonas of approximately U.S.$2.7 million be t
following grounds: (i) 12-months’ severance payakcordance with Article 233 of th@ddigo de Trabajdthe
“Labor Code”) for wrongful termination in the comteof an effective collective bargaining; and (bpnus
compensation in accordance with the provisiongas#t in the State-Owned Enterprises Law. Petroamag does
not believe these plaintiffs are entitled to semeeaon the grounds that they were not party to leative
bargaining agreement with Petroamazonas, as requirder applicable law. Further, Petroamazonag\edi that
claim for bonus compensation is meritless as bamuspensation is subject to goal compliance. Petazamas
submitted its reply to this complaint and a cowating has not yet been set.

On February 2, 2017, 14 of Petroamazonas’ formepl@raes initiated an action in the court of first
instance in Quito seeking total compensation fratrddmazonas of approximately U.S.$500,000 ondhevfing
grounds: (i) 12-months’ severance pay in accordantteArticle 233 of the Labor Code for wrongfutteination in
the context of an effective collective bargainiagd (ii) bonus compensation in accordance withptlogisions set
forth in the State-Owned Enterprises Law. Petrommag does not believe these plaintiffs are entitbeskbverance
on the grounds that they were no party to a collediargaining agreement with Petroamazonas, asregqunder
applicable law. Further, Petroamazonas believe$ theim for bonus compensation is meritless as bonu
compensations are subject goal compliance. Petrmama submitted its reply to this complaint andarthearing
has not yet been set.

Environmental Claims

On September 10, 2013, plaintiff Marco Tulio ArtdmrReascos Burbano filed a complaint against
Petroamazonas in the court of first instance Xy la Sachas, claiming damages resulting froime &duse by a
release of hazardous materials that occurred daripgriod in which Petroecuador was operating iplcgatory
block 61 @Aucg. The plaintiff initially claimed damages of U.S(,000, but that amount was later increased to
U.S.$2,500,000. Petroamazonas has asserted toothre that the plaintiffs claim is improper as a ttea of
mistaken defendanfglta de legitimo contradictyras Petroecuador was the entity operating in ttiield at the
time of the release of hazardous materials. Petwanas has further asserted that there were nooaméntal
damages as defined under applicable law, that tdiatiff has improperly consolidated civil and eronmental
claims in violation of applicable rules of procedwand that the claim is barred under the applicatdeute of
limitations. In April 2017, the court ruled in favof Petroamazonas and dismissed the complaint.

On September 11, 2013, plaintiff Luis Rojas filedamnplaint against Petroamazonas in the courtrsf fi
instance in Orellana claiming approximately U.SO$illion in property damages resulting from a aske of
hazardous materials in exploratory block &ud¢g. Petroamazonas has asserted to the court thailahwiff's
claim is improper as a matter of mistaken defendfalta de legitimo contradictyras Petroecuador was the entity
operating in the oilfield at the time of the relead hazardous materials, and that there were noosmental
damages as defined under applicable law. All pracddstages of the case have concluded, excepitdopayment
of experts by the plaintiff. Once such expensegai@, the court can proceed to rendering its juelgm

On November 11, 2013, plaintiff Hector Guapi filadcomplaint against Petroamazonas in the court of
second instance in Sucumbios claiming property dasaesulting from a release of hazardous mateiials
exploratory block 56L(ago Agrig. The amount of claim damages has not been sebaPeazonas has asserted to
the court that the plaintiff's claim is improper asnatter of mistaken defendafdlia de legitimo contradictgras
Petroecuador was the entity operating in the tdlfé the time of the release of hazardous masgeriRdtroamazonas
has further asserted that there were no envirorahdamages as defined under applicable law, tleaplintiff has
improperly consolidated civil and environmentaliia in violation of applicable rules of procedufesettiement
hearing was held on March 6, 2017, but no settlémas reached and the case has advanced to thengaig
phase. No new court date has been set.

On October 22, 2014, nine plaintiffs filed a jomdmplaint against Petroamazonas in the court ajrkc
instance in Sucumbios, claiming property damagssltieg from a release of hazardous materials plceatory
block 59.The amount of claim damages has not been set.aPemnas has asserted to the court that the filainti
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claim is improper as a matter of mistaken defendfalta de legitimo contradictgras Petroecuador was the entity
operating in the oilfield at the time of the releasf hazardous materials. Petroamazonas has fuatiserted that
there were no environmental damages as defined apgécable law, that the plaintiff has impropeciynsolidated
civil and environmental claims in violation of amalble rules of procedure and that the claim isdshunder the
applicable statute of limitations. Petroamazonasuisently awaiting the court’'s judgment. Howeweo, date for
such judgment has been set.

Early Termination of Contract

On July 22, 2015, Conbaquerizo Cia. Ltda. filecbmplaint against Petroamazonas in administrativetco
in Quito seeking U.S.$500,000 in damages for thdye@rmination of Contract GGER No. 2011381 by
Petroamazonas. Petroamazonas has asserted thattibre lacks merit, and that the plaintiff has wgfrdly
consolidated actions. The court’s notice to begadvidentiary stage is pending.

Potential Claims

In February 2017, Petroamazonas closed the restingtof certain or its accounts payable. Petroamasg
was not able to successfully negotiate a restringfusf all of its material accounts payable with tendors and
service providers. While Petroamazonas continuesegmtiate with certain vendors and service pragidsuch
vendors and service providers may be entitled itoglelaims against it in respect of outstandingoaots payable.
See “Petroamazonas’ Business—Restructuring of Patgrdiie under Petroamazonas’ Services Agreememts” f
more information.
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THE REPUBLIC OF ECUADOR
Territory, Population and Society

Ecuador is one of the smallest countries in SoutheAca, covering an area of approximately 99,054
square miles (256,549 square kilometers). Locatethe north-western coast of the continent, iteha 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 locatékerPacific Ocean approximately 600 miles fromdbast. The
Republic is traversed by the equator and lies @gtin the north and south tropical zones. Thentgts regional
climates vary depending on altitude. The climatetropical in the Pacific coastal plains and theede,
predominantly temperate in the Sierra, and maritmtbe Galapagos Islands.

Ecuador has several active volcanoes, some of whiesle shown increased activity in the past several
years. When it occurs, the irregular ‘El Nifio'ncitic phenomenon has caused heavy rains, landshitisspread
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 retrapsive 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 treahg two countries presented joint plans for the kgveent of
infrastructure and commerce in the border region.

On March 1, 2008, Colombian forces raided a canth@Fuerzas Armadas Revolucionarids Colombia
(“Revolutionary Armed Forces of Colombia” or “FARG'Which was located in Ecuadorian territory. Tled to
the death of FARC's leader, Raul Reyes. Despiteesbrief tensions that resulted in the end of didtc 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 censnducted by the INEC, in 2016, the total populatbn
Ecuador is approximately 16.5 million. Approximgt&0.2% of the population live in the Pacific cdplains,
44.5% live in the Andean highlands, 5.1% in thee@® and 0.2% in the Galapagos Islands. From g9@0D10,
the population grew at an average annual rate98b,ldown from 2.05% between 1990 and 2001. Appnaiely
63.6% of the population is urban. Guayaquil, whigHocated on the coast, is the largest city it million
inhabitants. Quito, the country's capital, hasopuation under 2.6 million and is located in thghtands at 2,850
meters above sea level. Cuenca is the third laoggswith 591,996 inhabitants, and is also lodaitethe Andean
highlands. Spanish is the official language, wii)eechua and Shuar are considered official langudge
intercultural relations.

Historically, Ecuador has been a Catholic countrgt ahile the country remains predominantly Catholic
evangelical Christianity has become increasingjyubar.
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The following chart sets forth certain demograpthiaracteristics for Ecuador in the time period Higet

Demographic Characteristics

2012 2013 2014 2015 2016
Total population (MillioN)........cccocereiiiiniiesmmee e 15.5 15.8 16.0 16.3 16.5
FEMAIE (90) ..vevenieeeeieniereeete st 50.4 50.5 50.5 50.5 50.5
Male (%) .... 49.6 49.5 49.5 49.5 49.5
Urban (%) ... 63.0 63.2 63.3 63.4 63.6
RUFAI (Y0) ...t 37.0 36.8 36.7 36.6 36.4
Functional age groups(%)
Child (0-14).... 31.8 315 31.1 30.7 30.3
Adult (15-64).. 61.6 61.9 62.2 62.5 62.8
EIderly (B5+) ..c.cieeiririeiericinieieicieenesce e 6.6 6.7 6.7 6.8 6.9
Demographic Indicators
Average Annual Growth (%) .......ccoceevericcrmeeierienne 1.7 1.6 1.6 1.6 15
Birth Rate (per thousand) 4.1 4.0 3.9 4.0 n/a
Infant Mortality Rate (per 1,000 live births)........... 8.8 8.6 8.4 8.9 n/a
Fertility Rate (per woman) .............c..ecummeevesceenes 2.7 2.6 2.6 25 25
Average Life Expectancy(age
78.3 78.6 78.8 79.1 79.3
72.7 72.9 73.2 734 73.7
75.5 75.8 76.0 76.2 76.5

Source: Based on data from INEC.

The following table sets forth certain comparatiméormation for Ecuador in 2015 relative to certain
countries:

Selected Comparative Social Statistic®
As of December 31, 2015

United

Ecuador Bolivia Paraguay Honduras Guatemala  Costa Rica States
Average life expectancy............c....... 75.8 68 73 73 71 79 79
Adult literacy rate................. . 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 basetlvorld 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 witereisk of an earthquake or tremors is high. @nilAL6,
2016, the Pedernales Earthquake, a 7.8 magnitudegeake, struck the northern coast of Ecuador alibe
convergent boundary where the Nazca tectonic platducts beneath the South American tectonic plEgeador has
a history of serious earthquakes relating to tleisvergent boundary, with seven earthquakes withagnitude 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. Accordiegsituation bulletin Number 65 published by ther8tary of
Risk Management, as of May 16, 2016, the numbdatafities from the Pedernales Earthquake had tiges61,
while 6,274 people sustained injuries, 28,678 peapid 7,356 families remained in shelters, 18,668lihgs
sustained damage and 808 schools sustained damagmained under investigation. On April 17, 20R6gsident
Correa issuedxecutive Decree No. 1001, declaring a state ofrgemey in the provinces of Esmeraldas, Manabi,
Santa Elena, Santo Domingo de los Tsachilas, Los &id Guayas due to the negative impact of thealatisaster.

Significant aftershocks followed the initial earttadfe, including eight aftershocks with a magnitatleve
six on the Richter scale as of the date of this &&sting Circular. While the damage from afterdfsooccurring in
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the five week period following the earthquake wasimal, aftershocks of 6.8 and, 6.7 magnitudes fuiccurred
on May 18, 2016 led to one fatality and left anitididal 85 people injured.

An evaluation conducted by SENPLADES, INEC and a@si ministries estimates that the cost of
reconstructing the infrastructure damaged by théePmles Earthquake, including adding earthquakistemt
features, is approximately U.S.$3.3 billion (appneately 2-3% of Ecuador’'s GDP) out of which U.S3®illion
would come from the public sector and U.S.$1.lidnllwould come from the private sector. Withoutiakinto
account the cost of reconstruction, damage fromeéitdhquake had an impact of -0.7% on the growtGoofdor’s
GDP in 2016, and, as of December 2016, an impa&.8% on the growth of GDP in Manabi, the proviircevhich
95% of the damages caused by the earthquake acentoated. In response to the earthquake, Présitlamea
empowered the Ministry of Finance to reallocate lipubunds, other than those allocated toward healtial
education, toward reconstruction efforts througtiche 3 of Executive Decree No. 1001 and proposeerées of
measures to help finance reconstruction pursuanhigoauthority under Articles 120 and 140 of theD&0
Constitution.

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

 increasing the value added tax by 2% (from 12%48h)ifor one year starting Jun® 2016, of which
an additional 2% may be refunded if payments ardemaith electronic money (i.e. a 4% VAT
reimbursement applies in payments made with electimoney);

* a one-time contribution by natural persons equél.886 of an individual’s total assets for indivithia
whose total assets exceed U.S.$1 million;

* a one-time contribution by corporations equal to@heir 2015 taxable income; and

* a one-time contribution of a day's salary for onenth for those earning more than U.S.$1,000 a
month; a one-time contribution of a day's salary fwo months for those earning more than
U.S.$2,000 a month, and similarly until a limitafone-time contribution of one day’s salary forefiv
months for those earning more than U.S.$5,000 atmon

President Correa also indicated that Ecuador wdrdev from existing contingent credit lines, inclugdia
U.S.$150 million credit line with the World Bank,laS.$240 million credit line with IDB, and a U.3(0 million
with the CAF, and would explore the possibilitys#ling certain assets of the Republic, including Sopladora
487 MW hydroelectric plant, Banco del Pacifico StAe Corporacién Nacional de Telecomunicaciones,aiher
state owned utilities. Additionally, on July 8,18) the IMF approved a U.S.$364 million facility telp Ecuador
meet costs related to damages to infrastructungsihg, and agriculture caused by the Pedernaldhdtmke. The
IMF disbursed the U.S.$364 million loan throughitegke, upfront disbursement with no conditionalicuador
received the funds under IMF rapid financing instemt. The funds from the IMF financing arrangement
contributed to the increase in international resgfvom March 31, 2016 to March 31, 2017. On 84l2016, the
Executive Board of the IMF concluded its annuaidet!V consultation with Ecuador.

To date, four sources of financing being used tdresb relief and restoration efforts in relationthie
Pedernales Earthquake include the General StatgeBuproceeds from the Law of Solidarity, contingémes of
credit and national and international donations1 Abgust 15, 2016, Fausto Herrera, former MinisteFinance,
allocated U.S.$888 million for immediate attentimnrelief and restoration efforts in relation teetPedernales
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)bVenezuela and Quito) gained their independémtercen
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1819 and 1822 and formed a federation known as @aombia. Quito withdrew from the Gran Colombia
federation in 1830, and formed what was then knawthe “Republic of the Equator.”

The next 150 years were marked by domestic pdlitizstability and international border conflicts.
Particularly, after the withdrawal from Gran ColambEcuador saw a power struggle between conseegatiom
Quito and liberals from Guayaquil. Internationalhetween 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 indubiopmed in the 1950s as it became one of the laeypsrters of
the fruit in the world. In the 1970s, the discovef new petroleum fields in the eastern provintassformed
Ecuador into a producer of oil and made oil the UBlip’'s most important export commodity. The riseoil
exports fuelled economic growth and brought shanpeases to spending and employment, financed ynhinl
external borrowing and oil revenues.

Although Ecuador marked 25 years of civilian goeeree in 2004, the period was marked by political
instability. Protests in Quito contributed to thred-term ouster of three of Ecuador’s last four dermatically
elected Presidents. In 2006, current presidenadRaforrea was elected with 56.67% of the vote.dddrhis
administration, which began in January 2007, vosgsroved the 2008 Constitution, Ecuador’s 20thstitartion
since gaining independence. President Correa&ascted in general elections held in February 2Gi857.17%
of the vote and his term will end in May 2017.

Form of Government

Ecuador is a republic, with powers divided among foranches of government: executive, legislative,
judicial, transparency and social control, and teled branches. The 2008 Constitution providesdancurrent
four-year terms of office for the President, Viae$tdent, and members of the National AssemblesiBents and
legislators may be re-elected immediately. Citizerust 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 commandehiif of the
armed forces and appoints ministers and heads tver@ment’s cabinet. President Correa came irfioeofn
January 2007 under the previous Constitution, ancliirently nearing the end of his second term wtite 2008
Constitution, after being re-elected in generatt@as held in February 2013.

The 2008 Constitution establishes a single chambgonal assembly elected through direct populae vo
for a four-year period (the “National AssemblyThe National Assembly has 137 representatives,hiflwl5 are
elected at the national level, two are electedppavince, one additional provincial representaforeevery 200,000
inhabitants above 150,000 per province threshold,s& for Ecuadorians living abroad.

On February 19, 2017 (the “2017 Election”) the mtestial election was held with eight candidatesnih
Moreno of President Correa’s Alianza PAIS cameiist fwith 39.36% of the vote and Guillermo Lassotloé
CREO - SUMA party, came in second with 28.09% @f tbte. Also, on February 19, a congressional ieleetas
held with Alianza PAIS preserving control of thgi#ative assembly by winning the majority of seaith 74 seats,
CREO-SUMA with 28 seats and PSC with 15 seatseas@ly. Since no candidate gained an outrigbtory of
50% of the vote or at least 40% of the vote withadditional ten points of advantage over the caatdith second
place for the presidential election, a run-off gtet between Mr. Moreno and Mr. Lasso was held pnil/2, 2017.
Mr. Moreno was elected President with 51.15% of\vbee. The CNE declared Mr. Moreno as presidertt ela
April 4, 2017. Both the OAS and the UNASUR monitbrthe elections and recognized the transparendiieof
electoral process and the election results. Onl ABi2017, CNE approved the recount of approxityét#&.2% of
the total ballots cast in the run-off election doe claim of alleged inconsistencies by CREO-SUMA Alianza
PAIS. On April 18, CNE broadcast a live recounth## ballots subject to the claim. Internationalesissrs, political
delegates of Alianza PAIS and representatives ofikorganizations monitored the recount. The ratoatified
Mr. Moreno as the winner of the run-off electiortwb1.16% of the votes.
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The following table shows the current compositibthe National Assembly as of March 2017:

Legislative Assembly
Composition by Political Party

March 2017
Political Party Number of Members
AlIANZA PAIS ...t 81
PAIS-PACHAKUTIK 3
PAIS-Unidad Primero ........cccceevvieeieeimeemmee et 8
PAIS-MOV. AUL. REJ. ..ottt 4
PAIS-Partido Social Frente Amplio ... 4
YA\ VZ= 1 = S PSP OUPPSPPPRRN 5
9
2
5
4
2
Alianza UP 1ZQ ....oooeeiiii ettt 4
ONETS .ottt ettt e e en s s s 6
Total 137

Source: National Assembly of the Republic of Ecuado

The following table shows the composition of thdiblaal Assembly as of May 2017:

May 2017
Political Party Number of Members
Alianza PAIS 74
CREO - SUMA 28
PACHAKUTIK 4
PACHAKUTIK — Izquierda Democratica 1
Izquierda Democrética 3
Fuerza Democratica 1
CREO 4
SUMA 2
PSP 2
PSC 15
Others 3
Total 137

Source: El Telegra

Ecuador is administratively divided into 24 prowescand 221 municipalities. Each province is goseérn
by a prefect who is popularly elected. The Govesnimalso designates a governor for each provine¢ th
coordinates and administers the initiatives of @@ernment; while mayors, who are elected by paputde,
govern municipalities. Each of the 24 provinces &a®pularly elected provincial council headed hyrefect. A
municipal council is responsible for the governmaintach municipality. All provincial and municipatficials are
popularly elected to four-year terms.

The judicial system consists of tl@orte Nacional de Justicig“National Court of Justice”)Cortes
Provinciales de Justicig“Provincial Courts of Justice”); andribunales Unidades Judiciale§First Instance
Courts”). The National Court of Justice is commbsé 21 judges appointed by 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@éct The designation of the standing members ofititgciary
Council and their alternates takes place by a ctithe merit-based examination process, subjectitzen
oversight. Issues relating to the 2008 Constitytiocluding the modification or amendment ther@oé reserved to
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the Constitutional Court. The Constitutional Cdartomposed of nine members who are selectedcoynanission
composed of eight members appointed from the varibtanches of government. Each member of the
Constitutional Court is appointed to a nine-yeamtand may be re-elected at the end of their term.

In addition, the 2008 Constitution recognizes tlhssibility for indigenous communities to exercibeit
judicial authority in accordance with their tradits and their own sets of rules. The exercisaisfauthority must
comply, and must not conflict with, the rights &mth by the 2008 Constitution and by internatiometies ratified
by the Repubilic.

The 2008 Constitution also creates two additiomahthes of governmenta Funcién de Transparencia

y Control Social(the “Transparency and Social Control Branch”)intended to serve as the auditor of the
Government and of private entities that contribtdethe Republic’'s general welfare. It is comprisafdthe
Contraloria General del Estadghe “Office of the Comptroller General”), tf@onsejo de Participacion Ciudadana
y Control Social(the “Counsel of Citizen Participation and Soci@n®ol”), various superintendent organizations
including theSuperintendencia de Banc@Superintendent of Banks”), and tbefensoria del Pueblihe “Public
Defender”). The Counsel of Citizen ParticipationdaSocial Control appoints the chief executive atte
superintendent organization, Office of the Compraleneral, the Public Defender and the Attornenésal. It is
also the entity principally responsible for corioptinvestigations and establishing citizens’ cortteeis for public
consultation prior to the enactment of laws acewydio the 2008 Constitution. The purpose of theateens’
committees is to increase citizen participation anelvement in the democratic process and createfarmed
population who perform an active role in the enaethof laws.

The purpose of theuncion Electoral(the “Electoral Branch”) is to provide oversiglor the Republic’s
political parties and elections. The Electoral iRta is comprised of th€onsejo Nacional Electorg}‘National
Electoral Council”) and thédribunal Contencioso Electorafthe “Electoral Dispute Settlement Court”). The
National Electoral Council organizes and oversdestiens to ensure transparency and compliance elgbtion
law, supervises the activities of political partiaad establishes a civil registry. The Elect@epute Settlement
Court hears and resolves, among others thingsutdispegarding campaign finance violations andese#iection
results appeals.

Memberships in International Organizations and International Relations
International Organizations

Ecuador has diplomatic relations with approximat&2 countries, and is a member of a number of
international organizations, some of which inclutde United Nations, OPEC, the OAS, the World Health
Organization, the Community of Latin American aratiBbean States (“CELAC”), and UNASUR.

In 2007, Ecuador rejoined OPEC as a full membeaar &@f6 years of absence, having left due to OPEC’s
membership fee and its increase in production guoEtuador decided to rejoin OPEC due to benefiitise global
producer network and the access to information @REC provides to its members. In September 2Bédador
joined OPEC'’s Fund for International Developmendeselopment fund to stimulate economic growth alteliate
poverty in disadvantaged regions of the world.

On July 2, 2009, President Correa issued a de@earéhg that Ecuador was terminating its agreerasnt
a member of the ICSID. The decree stated thal@s¢D Convention violated principles of sovereigetyshrined
in Article 422 of Ecuador’s 2008 Constitution, whiprovides the rules for submission to arbitrapooceedings by
Ecuador as a sovereign. Notwithstanding the faregdecuador is a member of UNCITRAL and is stipparty to
the New York Convention on the Recognition and Ezdment of Foreign Arbitral Awards of 1958.

Ecuador continues to be a member of both the IMé tae World Bank. On July 8, 2016, the IMF
approved a U.S.$364 million facility to help Ecuadeeet costs related to damages to infrastruchoesing, and
agriculture caused by the Pedernales Earthquakee World Bank has provided several recent projevell
financing for projects in infrastructure, irrigatiotransport and sanitation. These projects irechig Chimborazo
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Development Investment project in 2007 and the ®@QWtetro line project in 2012. See “The Ecuadorian
Economy-Strategic SectorsTransportation.” For more information, see “Mtarg System-the Central Bank.”

Treaties and Other Bilateral Relationships

Ecuador is party to bilateral investment treatié virgentina, Bolivia, Canada, Chile, China, CoRiaa,
France, Germany, Spain, Italy, the Netherlands),FRussia, Spain, Sweden, Switzerland, the Unitegdom, the
United States, and Venezuela. On May 3, 2017\Ndt@nal Assembly rejected certain of these bikdtgrvestment
treaties, including those with the United Stateap&tla, Spain, China and ltaly on the basis thaetiieaties
favored private investors over the interests of Republic. This rejection has the effect of initig a process of
withdrawal of Ecuador from these bilateral investinieeaties, although the negotiation of new bidtenvestment
treaties with certain of these countries is undasaeration. Investments made during the terrhede treaties will
still be subject to its protections despite Ecuadavithdrawal which could have an effect on prosjec
investments following withdrawal. Bilateral invesgnt treaties with the following countries haveheit been
terminated or expired: Cuba, the Dominican Repultic Salvador, Finland, Guatemala, Honduras, Ngaaa
Paraguay, Romania and Uruguay.

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

On August 24, 2016, the Central Bank of Ecuador thedCentral Bank of Iran (Bank Markazi Jomhouri
Islamic Iran) signed a memorandum of understandimtya banking and payment arrangement. The twonukemcis
provide for mechanisms to set up accounts, netifqgayments and other payment arrangements bettheetwo
central banks to facilitate future payments of eigpbetween Iran and Ecuador. A third documentsigised by the
Agencia Ecuatoriana de Aseguramiento de CalidadAdgb de la Republica del Ecuad¢the “Agency for the
Quality Assurance of Agriculture of Ecuador”) ahe tPlant Protection Organization of the Islamic iR#ig of Iran.

The document is a memorandum of understandingetitablishes a framework for bilateral cooperation i
plant quarantine methods in accordance with thermiational Plant Protection Convention. Ecuadowiptesly
entered into two other cooperative agreements ingth. The first, signed in October 2011, is a mandum of
understanding that establishes a framework fotdy#é cooperation on health initiatives. The secamghed in June
2012, is a commercial agreement that establisiesnaework for any future commercial trade betweem land
Ecuador.

On November 11, 2016, Ecuador signed a trade agrgemith the European Union Council. The
agreement will allow Ecuadorian products (includireling products, bananas, flowers, coffee, cofaats, and
nuts) to have greater access to the European markee Ministry of Foreign Commerce estimates tthas
agreement will increase the Ecuadorian supply afdganto and from the European Union by 1.6% up@?0.
Both the European Union and Ecuador intend to 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 cestvi As 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) haveavto
remove regional trade restrictions among membeaomat Ecuador also forms part of t@emunidad Andina de
Naciones(“Community of Andean Nations”) along with ColombiBeru and Bolivia. Among the organization’s
greatest achievements is the free flow of merctsgndif Andean origin and the free mobility of memb&ate
citizens. Ecuador is also a member of t&anza Bolivariana para los Pueblos de nuestra AczéLatina
(“ALBA”) along with Venezuela, Bolivia, Cuba, andher Caribbean nations. In February 2012, ALBA rbers
signed an agreement to createegpacio de interdependencia,shared economic development zone between all
members. Ecuador is also linked to Mercosur (casegdrof Argentina, Brazil, Paraguay, Uruguay andézeiela),
as an associate member and has been invited toipate as a full member and is a member of CAFo Whs
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helped Ecuador finance several transportation afidstructure projects. In November 2016, Ecuaxshtered into
the Protocol of Accession of Ecuador to the Tradee@ment with Colombia and Peru along with the Edlpmbia
and Peru.

In 2008, Ecuador, along with eleven other natiohrgé¢ntina, Bolivia, Brazil, Colombia, Chile, Guyana
Paraguay, Peru, Uruguay, Venezuela and Surinargagdia treaty establishing the Union of South Aoaeri
Nations. The organization’s General Secretaria it permanent headquarters in the city of Quitbile its
Parliament will be located in the Bolivian city Gochabamba. As of 2010, Ecuador forms part ofGReAC.
CELAC promotes the integration and developmentaifrL American nations.

Ecuador is a party to the United Nations ConventiorNarcotic 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, pursudat
CONSEP’s recommendation to decrease the illiciteetaior narcotics, the Ecuadorian penal code wismed to
decriminalize certain amounts of narcotics, inahgdimarijuana and cocaine. In the same month, Bcuad
unilaterally rejected further benefits from prefeial tariff program provided by the United Statgsvernment
under the Andean Trade Promotion and Drug Eradicafct (the “ATP-DEA”). These benefits bestowed
preferential treatment to certain Ecuadorian prtslie exchange for the Republic’'s efforts in conrigtdrug
trafficking in Ecuador. The rejection of the tangfrogram ends tax-free treatment of approximatélg.$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 anirgfement of their rights due to their addictions.

84



THE ECUADORIAN ECONOMY
Gross Domestic Product

In 2011, the economy grew by 7.9% in real termes Highest growth rate in the last decade. Foreait
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 texans, which was mainly driven by an increase in
fixed capital formation and public sector consumpti 10.6% and 11.4%, respectively. Gross fixeditabp
formation in 2012 increased, in real terms, by $1%8 billion due to the various infrastructurejpects and public
sector investments undertaken by Ecuador that ydsor more information, see “The Ecuadorian Econemy
Strategic Sectors of the Economlylectricity and Water.” Foreign debt reached Ul1B.87 billion, which
represented 12.4% of GDP, while the annual yeariradion 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 publictseaconsumption, which increased by 10.4% and 10.3%
respectively. Foreign debt reached U.S.$12.9®billwhich 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 fet2014
reached U.S.$17.58 billion, which represents 17d2%DP, while the annual year-end inflation for tear was
3.7%.

In 2015, the economy of Ecuador grew by 0.2% 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.$20.23obijllwhich represents 20.2% of GDP, an increase5d%
compared to 2014. This increase was primarilytdutae issuance of the 2020 Bonds. The rate afpl®/ment
increased from 3.8% in 2014 to 4.8% in 2015 due teneral slowdown of the economy in 2015 thattéefbb
losses in both the private and public sectorsatiwih for the 12-month period ending in Decembet5326ecreased
from 3.7% in 2014 to 3.4% in 2015 due to a decr@adiee price of certain foods, primarily shrimpdachicken.

Inflation for the 12-month period ending in DecemBé&, 2016 decreased to 1.1% from 3.4% for the 12-
month period ending December 31, 2015. This deerisadue to a decrease in the price of certain gatsn motor
vehicles and fruits and vegetables as a resubrfpetition from Peruvian agricultural products einig the market,
the impact on the price of imported goods as alre$wa stronger dollar and the application of agrtadditional
tariffs. Inflation decreased from 2.3% for the 12nth period ended March 31, 2016 to 0.96% for thenbnth
period ended March 31, 2017 due to a decreasdda pf certain products including large househgigliances,
sound and image recording equipment, garmentsdanem, motor vehicles and frozen or refrigeratedhngoultry,
as a result of a stronger dollar and the applinaticcertain additional tariffs.

On April 10, 2017, the Central Bank published infation regarding GDP for 2016. Real GDP for 2016
was U.S.$69,321 million, compared to U.S.$70,35H0ioniin 2015, representing a decrease of 1.5%eal terms.
This decrease is mainly due to the decline in theepof oil, a stronger dollar and the impact oé thedernales
earthquake.
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Real and Nominal GDF
(in millions of U.S. dollars, except percentages)

For the Year
Ended December 31,

2012 2013 2014 2015 2016
Real GDP (in millions of U.S.$) 64,362 67,546 70,243 70,354 69,321
Real GDP growth 5.6% 4.9% 4.0% 0.2% -1.5%
NOMINAI GDP ..ottt 87,925 95,130 102,292 100,177 97,802
Source: Based on figures from the Central Bank @ubr National Accounts for the Fourth Quarter @15.
Nominal GDP by Economic Sectof”
(in millions of U.S. dollars, except for percentape
For the Year Ended December 31,
% of % of % of % of % of
2012 GDP 2013 GDP 2014 GDP 2015 GDP 2016 GDP
Manufacturing®..............ccoo...... 10,740 12.21 11,974 92.5 13,879 13.57 13,815 13.79 13,628 13.93
CONSLIUCHON ... 9,379 10.67 10,013 10.53 10,869 10.63 10,719 10.70 9,428 9.64
Petroleum........ccoeenininieninnens 11,092 12.62 11,545 12.14 10,915 10.67 4,410 440 8423 3.93
Trade (COMMEICE) ......cveverennene 9,054 10.30 9,977 10.49 10,555 10.32 10,501 1048 9249 10.15
AGCUIRUIE ... 6,564 7.47 7,231 7.60 8,114 7.93 8,452 8.44 8,429 628
Community SEIVICES ................. 6,943 7.90 7,513 7.90 7,879 7.70 8,679 8.66 8,743 948
Government servicés............. 5,500 6.26 6,051 6.36 6,610 6.46 6,938 6.93 6,518 .66 6
Administrative activity®......... 5,712 6.50 6,550 6.89 7,149 6.99 6,920 6.91 6,741 .89 6
Transportation ...........c.ceeeeenee. 3,860 4.39 4,300 4.52 4,523 4.42 4,469 4.46 4,516 62 4
Finance and insurance .............. 2,761 3.14 2,591 2.72 3,180 3.11 3,332 3.33 3,388 46 3
Telecommunications................. 1,914 2.18 2,021 2.12 2,171 2.12 2,039 2.04 1,845 891
Electricity and water ................. 1,046 1.19 1,066 1.12 1,302 1.27 1,557 1.55 1,804 851
SHIMP s 462 0.53 516 0.54 491 0.48 393 0.39 418 0.43
MINING oo 289 0.33 305 0.32 337 0.33 354 0.35 344 0.35
Others® ..., 12,609 14.34 13,477 14.16 14,317 14.0 17,598 17.57 18,232 18.64
Total GDP ..ccoeviiiie, 87,925 100 95,130 100 102,292 100 100,177 100 97,802 100.0
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 Adniaten.
(4) Includes Professional and Technical Administration.
(5) Includes fishing, petroleum refining, hospitalitycafood services, domestic services, and otheresisrof GDP.
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The following table sets forth Ecuador’s real GDBvgh by expenditure as a percentage of total GEP
growth for the periods presented.

Real GDP and Expenditure Growtt

(Percentage change from previous comparable pbeedd on 2007 prices)

For the Year Ended December 31,

2012 2013 2014 2015 2016
Real GDP GrOWE ......ccveiiiiiiiiieiescese e 5.6 4.9 4.0 0.2 -1.5
Import of goods & Serviceyd) ..........ccocooeeieireeeeeeeee e 0.8 7.0 4.3 8.6 6.4
Total Supply of Goods & Services 4.5 5.4 4.1 -1.9 -2.6
Public Sector Consumption .. 111 10.3 5.2 0.6 -3.3
Private Consumption................ 2.9 3.9 3.4 -0.1 -1.9
Gross Fixed Capital Formation 10.6 10.4 3.8 5.9 -8.0
Exports of goods and Servi€BSs.............ccoevvvureeeereereeieressenans 5.5 2.6 4.2 -0.4 -0.3
Total Final Demand............ccccooiiiiiniineccieee 4.5 5.4 4.1 -1.9 -2.6

Source: Based on figures from the Central Bank @ubr National Accounts for the Fourth Quarter @f15.
(1) Corresponds to figures from “Real GDP by Expeneituable.

The following table sets forth Ecuador’s per ca@faP statistics for the periods indicated.

Per Capita GDP

For the Year Ended December 31,

2012 2013 2014 2015 2016
Per capita Nominal GDP (current U.S.$) 5,665 6,030 6,382 6,154 13,9
Per capita Real GDP ........ccccoccovveinienennens 4,147 4,282 ,388 4,322 4,194
Population (in thousandy).............cceerervrrererreereercrsieneens 15,521 15,775 16,027 16,279 16,529

Source: Based on figures from the Central Bank @ubr National Accounts for the Fourth Quarter @f15.
(1) Population figures correspond to projected peon annual figures from 2010 census.

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

Real GDP by Expenditure

(in millions of dollars)
For the Year Ended December 31,

2012 2013 2014 2015 2016

Consumption

Public Sector CONSUMPLION .......cceeiueetmmmee e siee e 8,712.1 9,609.8 10,111.9 10,172. 9,831.8

Private ConsSumption ..........cccoeeeiiiiimemmemeeieeeeeee e 40,361.9 41,942.3 43,375.8 43,313 42,510.0

Total CoNSUMPLION ..ot 49,074.0 51,852 53,487.7 53,485.5 52,341.8
Gross Investment

Gross Fixed Capital Formation 16,496.2 18,214.1 18,904.8 17,797 16,367.0

Change in Inventory 380.3 261.3 460 -101.7 230.7
Exports of goods and Servi€Bs.............ccoeevvureeeereersersrees 17,756.0 18,210.3 18,974.5 18,904 18,844.5
Imports of goods and ServicB...........co.ccvvevivurveverereensrnians 19,344.1 20,691.6 21,584.1 19,731 18,462.6
REAIGDP ...t 68234 67,546.1 70,243.0 70,3539 69,321.4

Source: Based on figures from the Central Bank @ubr National Accounts for the Fourth Quarter @15.

(1) The exports and imports figures in this clag adjusted for inflation and reflect the conitibn of exports and imports to GDP. They
differ from the nominal exports and imports in tlBalance of Payments” table and stand-alone exportsimports tables in the “Exports-
(FOB)” and “Imports-(CIF)” tables in the Remarkegi@ircular.
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Economic and Social Policies

Since taking office in 2007, President Correa hasglst 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.h@treforms were undertaken by the executive bramchdo
not require legislative approval. The reforms wapasistent with the Correa administration’s ohjecto promote
economic growth, while reducing poverty and inefjyand 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 amgrfcial 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 ecomoand financial reform initiatives of his admimesion.

One of the most important objectives of the 2008<Titution was to grant control over the CentrahBéo
the executive branch. Section 6, Article 303 @& #9008 Constitution states that “the drafting onetary, credit,
foreign exchange and financial policies is the esitle power of the executive branch and shall hglémented
through the Central Bank” hence limiting the autoryoand authority of the Central Bank for the pugpad
effective implementation of reforms by the execaitovanch and its agencies.

Another relevant reform embedded in the 2008 Cturtigin 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 compriéédeoPresident or his delegate, the Minister oiaRice or his
delegate, and the National Secretary of Plannimg2evelopment or his delegate. The sub-secretacharge of
public debt, Undersecretary of Public Finance, astthe secretary for the committee. See “Publiat-B&eneral.”
Other important reforms include the establishméningtations on the proceeds of public borrowirfgti{cle 289)
(see “Public Debt—General”), the establishment rafsplential term limits (Article 144 of the 2008 r&titution)
(see “The Republic of Ecuador—Form of Governmerttig requirement of an evaluation structure for puallic
program in conjunction with the National Developmétan (Article 297 of the 2008 Constitution), atite
establishment of the Treasury Account or the adstretion of the general budget (Article 299). Iayvi2011,
certain amendments to the 2008 Constitution wepeoapd by popular referendum. The most debatedchdments
included the change to the Judiciary Council tocitsrent make up (see “The Republic of Ecuador—Fofm
Government”), and the prohibition of owners of needompanies to own stock in non-media companies.

On June 26, 2014, the President of the Nationaébty submitted a request to the ConstitutionalrCou
soliciting their opinion as to whether certain psals, including one that would allow for re-elentiof the
President of Ecuador for an indefinite number ofne were constitutional amendments or constitatioaforms.
Constitutional amendments require only the approbaivo-thirds of the National Assembly while cahsional
reforms require both the approval of a two-thirdgevin the National Assembly and a majority of thegulation
eligible to vote in a popular referendum. On Nobeml, 2014, the Constitutional Court ruled that ginoposals
were constitutional amendments and therefore didrequire a popular referendum. In December 2QA8,
National Assembly approved the proposals, includingamendment allowing for the indefinite re-elattof the
president. However, a transitional provision wasluded stating that the amendment will not bectiffe before
May 24, 2017, and thus it did not apply to Presidearrea, whose term will finish on May 23, 201Te$dent
Correa announced that he would not run for a sulesegerm, and, accordingly, the 2017 Election eld and on
April 2, 2017. Mr. Moreno was elected Presidenthwhitl.15% of the vote. The CNE declared Mr. Mor@iso
president elect on April 4, 2017. Both the OAS &mdisur monitored the elections and recognizedréimsparency
of the electoral process and the election resua. April 13, 2017, CNE approved the recount ofragpnately
11.2% of the total ballots cast in the run-off #l@et due to a claim of alleged inconsistencies REO-SUMA and
Alianza PAIS. On April 18, CNE broadcast a liveaent of the ballots subject to the claim. Interoaal observers,
political delegates of Alianza PAIS and represéwgatof social organizations monitored the recolihe recount
ratified Mr. Moreno as the winner of the run-oféetion with 51.16% of the votes.
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On April 13, 2016, a request soliciting the Comsitinal Court’s opinion on the feasibility of a eeéndum
to eliminate such a transitional provision was ateg. The Constitutional Court held that pursuanirticle 441
of the 2008 Constitution, in order for the referemdto take place, certain formal requirements nhgstmet
including a petition signed by at least 8% of titzens registered in the electoral roll. The Ag8, 2016 decision
of the Constitutional Court did not specify a titimeit for the referendum to be held.

Budget Reforms

Enacted in April 2008, theey Orgénica para la Recuperacion del Uso de losuRss Petroleros del
Estado y Racionalizacion Administrativa de los s de EndeudamienttLaw for the Recovery of the Use of
Oil Resources of the State and Administrative Retiization of Indebtedness” or “LOREYTF") repladéduador’s
then existing budget and transparency regulatioiise objectives of the law were (i) to enhancetthasparency
and flexibility of the budget process by prioritigi investments and improving the management of Bowent
resources and (ii) to terminate any distributiorbofigeted amounts based on predetermined usesoofrces. To
achieve those objectives, the LOREYTF eliminatezi@nenta Especial de Reactivacion Productiva y Sadighl
Desarrolo Cientifico-Tecnoldgico y de Estabilizatibiscal (“Scientific-Technological and Fiscal Stability Sal
and Productive Reactivation Special Account” or REFPS”). Also, pursuant to Article 299 of the 2008
Constitution, LOREYTF established ti@uenta Unica del Tesore a single Central Bank master account for the
management of Ecuador’s resources. Tuienta Unica del Tesoris comprised of various sub-accounts where
amounts are allocated according to functional psgpo These sub-accounts include a social seacdgunt,
accounts for public companies, a public bankingpant and accounts for municipal and provincial ggaments
(the “Autonomous Decentralized Governments”). Tiwedget and transparency regulations established in
LOREYTF were subsequently codified and supersegeatédPublic Planning and Finance Code.

Bank Supervision

Enacted in December 2008, they de Creacion de la Red de Seguridad Finangi#tenancial Safety Net
Law”) created a regulatory framework for Ecuaddsgsmking sector. The objectives of the law wersttengthen
the supervision of the financial sector, creategaidity fund and a deposit insurance system fer enefit of the
Ecuadorian banks and financial institutions, anddtablish clear mechanisms for bank dissolutioRer more
information on this law, see “Monetary Systeffinancial 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 anc th
Reform Act for Tax Equity in Ecuador”) reformed thristing tax system by improving the mechanismsvhich
the Government collects tax revenues. The obgstof the law were to reduce tax evasion, imprakectiand
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 resitixinavens. 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 camgmfrom corporate taxes, for a period of ten gefr profits
related to new and productive investments as defime the Cédigo Organico de la Produccié@iProduction
Code”). For more information on these laws anceotiax reforms, see “Public Sector Finare€axation and
Customs,” and “Public Sector Finances—-Tax Reforms.”

Mining Law

Enacted in January 2009, tHeey Minera (“Mining Law”) created norms for the exercise ofeth
Government’s rights to manage and control theeggratmining sector. The objective of this law waestablish a
sustainable and efficient administrative systengdwgern the relationship between the Governmentdordestic,
foreign, public, or private individuals or legaltéies involved in mining activities. Consequentlye Mining Law
contains provisions regarding the attainment, prasi®n, and termination of mining rights and thexfprmance of
mining activities. Specifically, the Mining Laweaites administrative agencies for the regulatiopesision and
scientific investigation of the mining sector, sspecific geographic limits for mining activitiesieates rules for
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public bids for concessions, and creates rulesdacession and service contracts. Oil and othérdegarbons are
exempt from this law.

On June 13, 2013, the National Assembly passedmandment to the Mining Law, imposing an 8%
ceiling on previously open-ended royalties, stréamg the permits required for mining, and elimingt windfall
taxes for companies until they have recouped thegstments. For more information on the Miningv_@ee “The
Ecuadorian EconomyStrategic Sectors of the EconomMining.” In June 2014, President Correa annourared
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 refolage not been publicly circulated and once puplizinounced,
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;

» establishes the means to guarantee that the geal®orth by the Government are met by public
companies, in accordance with the guidelines settheySistema Nacional Descentralizado de
Planificacion Participativa(“National Decentralized System of Participativari®ling”);

* regulates the economic, financial, and administeatiutonomy of public companies, in accordance
with the principles and norms of the 2008 Constituand other applicable laws; and

» encourages the integral, sustainable and decemgladievelopment of the Republic by requiring public
companies to take socio-environmental and techigabgipdate variables into account in their cost
and production processes.

Renegotiation of Oil Field Contracts

Enacted in July 2010, the reform to the Hydrocasbbaw replaced the old system of oil revenue profit
sharing contracts with a new contract system whetleb Republic owns oil production in its entirebgnefiting
from all revenue windfalls that result from pricetieases. The objectives of the reform were tdeaby Articles 1,
317, and 408 of the 2008 Constitution, which stias natural resources, such as oil, are parteoh#ttional heritage
of Ecuador and that the Government shall earntprbm the exploitation of these resources, irmamount that is
no less than the profits earned by the companyugind them. Under the renegotiated contracts,raotar’s fees
are established in accordance with the level apelstyf works and services to be performed, produiaipsts, and a
reasonable profit margin in relation to the levietisk. Under the old system, the Republic taxetiieen 17% and
27% of the first $15 to $17 in revenue for eachrddasold. Under the new system, the Republic tayet 80% of
the revenue in each barrel sold. For more infomnabn the Hydrocarbons Law, see “Strategic Seavbrthe
Economy-Oil Sector.” A number of oil companies have sueddglor in connection with the modification of their
contracts resulting from the reform of the Hydrdwars Law. See “Legal Proceeding&/indfall Profits Tax
Litigation.”

Public Planning and Finance Code
Enacted in October 2010, tl@&digo Organico de Planificacién y Finanzas Pubdi¢éPublic Planning

and Finance Code”) created a new financial regulaggstem pursuant to the 2008 Constitution. Tjeatives of
the law, among others, were to develop and coadteinational and regional governmental planningrauae the
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rights of citizens through equitable resource allmn 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 FinaramdeC

» allows for more flexibility for the Ministry of Fiance to reallocate and reassign expenditures up to
15% of the approved Government budget without ti@ ppproval of the National Assembly;

» sets an explicit total public debt ceiling of 409%GDP including Central Government, non-financial
public sector and Autonomous Decentralized Govemm@ee “Public DebtGeneral™);

» allows the Ministry of Finance to issue short-tdreasury notes with a term of less than one yéar (t
“CETES”") at its discretion, without having to underthe 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 f
the following fiscal year; and

» establishes the functions and responsibilitiehefebt and Finance Committégee “Public Debt
General”).

Both the Republic and the Autonomous Decentrali@edernments are subject to this law. For more
information on the Public Planning and Finance Csde “Public Sector FinaneeBiscal Policy.”

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

production of goods and services. The objectivihisflaw was to create fair guidelines that wdoddbhnce workers’
rights with economic incentives for investors. aahieve that objective, the Production Code:

» provides guidelines for th€onsejo Nacional de Salarig&National 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®a r@duction on capital gains tax and the elimimatio
of up-front taxes on any new investment.

Law for Market Power Control and Regulation

Enacted in October 2011, they Organica de Regulacion y Control del Poder derdddo (“Law for
Market Power Control and Regulation”) was createdwoid, reform and penalize the abuse of markeepo The
objectives of the law were to prevent, prohibit gmhalize collusive deals and other restrictiveciicas; control
and regulate economic concentration operations; @esdlent, prohibit and penalize disloyal practicésereby
seeking market efficiency as well as individual aotlective well-being.

Environmental Improvement and State Resources Ojitision Law
In November 2011, the Republic published and maffiecteve the Ley de Fomento Ambiental y

Optimizacion de los Recursos del EstétiEnvironmental Improvement and State Resourcam@gation Law”) to
strengthen the environmental regulatory framewdrthe country. The law establishes, among others:
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e an increase of thenpuesto a la Salida de Divisgs'Currency Outflow Tax”), from 2% to 5% (for
more information regarding the Currency Outflow e “Balance of Payments and Foreign T+ade
Foreign Trade-Trade Policy”);

* ataxincrease on cigarettes and alcoholic beverage

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

» the creation of a vehicle pollution tax.

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

Enacted in March 2012, theey Reformatoria a la Ley General de InstituciodekSistema Financiero y 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 legisiatielated to
mutual savings and housing credit associationse diijective of the law was to incorporate the cphoé social
capital and the framework of economic sustaingbitit mutual savings and housing credit associatiofise law
provides mutual savings and housing credit assongmwith political, economic and property rightspgromote the
social well-being of its members.

Comprehensive Law for the Regulation of Housing aAdtomobile Loans

Enacted in June 2012, they Organica 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 foo&8al Expenditures

Enacted in January 2013, they Organica de Redistribucion de los Ingresos paraGasto Social
(“Comprehensive Law of Redistribution of Income fBpcial 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 Finanee$axation and Customs.”

Law to Strengthen and Optimize the Corporate ancc@#ies Sector

Enacted by the National Assembly in May 2014, lthg Organica para el Fortalecimiento y Optimizacion
del Sector Societario y BursafilLaw to Strengthen and Optimize the Corporate 8adurities Sector”) was created
to regulate the establishment and operation ofrgesifirms and stock exchanges. The law cretitedunta de
Regulacién del Mercado de Valor@he “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€Consejo Nacional de Valorgghe “National
Services Commission”) in formulating securitiesigiels. The purpose of creating this new regulabwgy was to
ensure that the regulation of this market was i llands of public servants as opposed to publicpaivdte
individuals, as was the case with the National esvCommission.

Monetary and Financial Law

In September 2014, the National Assembly enactedvibnetary and Financial Law in order to address
weaknesses of the Republic’s financial system siegifnom 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, insuraracel securities
policies of the country. The committee is comptisédelegates from Ecuador’s Ministry of Finanttes Ministry
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of Production and Industrialization, the Nationat&tary of Planning and Development, the Ministrconomic
Policy, and a delegate appointed by the PresidEmé principal function of the committee is to as&z and monitor
the liquidity requirements of Ecuador’s financigst®m, ensuring that liquidity remains above cartavels (to be
determined by the Committee of Monetary and Fir@nBilicy Regulation). The law also creates a sd#pa
internal auditor for the Government’s financial ige$, establishes certain norms for the CentraikBand the
Superintendent of Banks regarding their budget,p@se&, and their supervision, and sets forth repprti
requirements to the Committee of Monetary and FiidrPolicy Regulation. The law also explicitlytaislishes
that certain accounts in the Central Bank, inclgdine accounts used for the deposits of the COSEfiEthe
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. 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. Each dollar in the elecitopayment system is backed by a physical dolleoreg time
deposited or credited to an individual user, anitl ve 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. Accaortiinthe
Central Bank, as of May 2016, approximately U.Siillion was in circulation in Ecuador in electrorgarrency.
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 Financiawl.asee “Monetary SystemSupervision of the Financial
System.”

On November 24, 2016, the Monetary and FinanciéityPand Regulation Board issued Resolution No.
302-2016-F, amending Resolution No. 273-2016-F ryrdasing from 2% to 5% the reserves that financial
institutions with more than U.S.$1.0 billion in ess are required to hold at the Central Bank. Tés®lution is
expected to reduce the liquidity of these finangiatitutions’ Central Bank deposits by approxinhatd.S.$750
million.

Telecommunications Law

Enacted by the National Assembly in February 20t Ley Organica de Telecomunicaciones
(“Telecommunications Law”) was created to improeeess to quality telecommunications services andd®ase
the use of information technology in rural sectorShe objective of the law was to foster competitamong
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 Telecaniocations Law, companies whose market share egceed
certain thresholds must pay a corresponding taxh& Government, which tax increases depending en th
percentage of market share held. For example, aoiap that hold a market share higher than 75% paysthe
government a tax equal to 9% of their total revender the year. In addition, the law provides that
telecommunications companies must provide theriges in Shuar and Quechua as well as in Spanish.

Labor, Justice and Home Maker Recognition Law

Enacted in April 2015, théey Organica para la Justicia Laboral y Reconocintee del trabajo en el
Hogar (the “Labor Justice and Home Maker Recognition ‘Dammends certain laws related to Ecuador’s social
security system. Under the Labor Justice and Hbtaker Recognition Law, homemakers previously iribleto
receive social security benefits can now enroll egaive benefits as a result of disability or afge. In addition,
the law eliminates mandatory contributions to tloeiad security system by the Government. Instéhd, law
establishes a Government guarantee to finance dhial ssecurity system only when the contributiomsnf
employers and employees are insufficient to meetékources required in a particular year.
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Law for the Remission of Interest, Penalties andrEloarges

On May 5, 2015, théey Organica de Remision de Intereses, Multas yames (the “Law for the
Remission of Interest, Penalties and Surchargea¥) published and became effective. This law pesvia rebate
of 100% or 50% of the interest, penalties and amgrocharges applicable to outstanding tax-payégations,
provided such obligations are paid by July 28, 201September 9, 2015, respectively. This law ptevided new
exemptions to the 5% Currency Outflow Tax includiorgdits granted to Ecuadorian financial institasicby
qualifying international financial institutions @pecialized non-financial institutions, intended furposes of
financing housing, microcredits or productive irtwesnts.

Civil Procedure Code

On May 12, 2015, a ne®@dédigo Organico General de Procesftise “Civil Procedure Code”) creating a
new homologation process involving additional cqundcedures for the enforcement of foreign arbdratiwards
in Ecuador, were approved and enacted by the Natidasembly. Under the new Civil Procedure Codeg; a
judgment rendered by a properly constituted adbitibunal would be enforceable against the Rejpuhbfter an
homologation process before a Provincial Civil GanfrJustice, without re-examination of the issygsyvided it
complies with the requirements established in thaty between Ecuador and the country in which guggment
has been rendered, or in the absence of such,tvdagy the formalities set forth in Articles 10495land 106 and
other relevant provisions of the General Code otBdure are met.

Law on Incentives for Public-Private Joint Ventureend Foreign Investment

On December 18, 2015, the National Assembly enabieldey Organica 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 environnigntasponsible
goods to the country in accordance with Article 28%he 2008 Constitution will be entitled to centéax benefits
such as a ten-year income tax exemption, amongth&his law also provided new exemptions to the 5
Currency Outflow Tax including foreign payment tsantions made by public-private partnerships dstedd or
structured for purposes of developing and implemgrublic projects.

Law to Balance Public Finances

On April 29, 2016, the theey Orgéanica para el Equilibrio de las Finanzas R¢ds (the “Law to Balance
Public Finances”) was published and became effectiith the purpose of strengthening dollarizatiord a
correcting abuses in tax benefits and redistrilgtioAccording to a March 19, 2016 announcemer®rggident
Correa, the law would also generate additionalmegeneeded to offset the decline in oil pricesorbter to achieve
its goals, the law regulates and discourages exeessnsumption of cigarettes, alcoholic beverages sweetened
beverages through a special consumption tax. adilly, 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@hc means
of payment.

Law of Solidarity

On May 20, 2016, the thkey Orgénica de Solidaridad y de Corresponsabilidaiddadana para la
Reconstruccion de las Zonas Afectadas por el Teterde 16 de Abril de 201@he “Law of Solidarity”) was
published and became effective in an effort toloeate public funds other than those for health eddcation,
toward reconstruction effort resulting from the &mles earthquake. The Law of Solidarity inclutthesfollowing
measures:
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* increasing the value added tax by 2% (from 12%48)lfor one year from June 1, 2016, of which an
additional 2% may be refunded if payments are madk electronic money (i.e. a 4% VAT
reimbursement applies in payments made with electtmoney);

* a one-time contribution by natural persons equél.886 of an individual’s total assets for indivithia
whose total assets exceed U.S.$1 million;

* a one-time contribution by corporations equal to@heir 2015 taxable income;

* a one-time contribution of a day's salary for onenth for those earning more than U.S.$1,000 a
month; and

e a one-time contribution of a day's salary for tmonths for those earning more than U.S.$2,000 a
month, and similarly until a limit of a one-timertabution of one day's salary for five months for
those earning more than U.S.$5,000 a month.

Law to Eliminate Money Laundering and the Financingf Crimes

On July 21, 2016, theey Organica de Prevencion, Deteccion y Erradicacdel Delito de Lavado de
Activos y del Financiamiento de Delitithe “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 andrisactions. In
addition to the institutions that are part of tivehcial and insurance systems of Ecuador, therémuires certain
other entities and institutions to report to thaaficial and Economic Analysis Unit, the Governmentity
responsible for compiling information and produciegorts relating to money laundering.

Law on Tax Incentives

On October 12, 2016, theey Organica de Incentivos Tributarios para VariBectores Productivos e
Interpretativa del Articulo 547 del CAdigo Organide Organizacion Territorial, Autonomia y Desceligacion
(the “Law on Tax Incentives”) was published anddmee effective. The Law on Tax Incentives is intmhdo
encourage productivity by extending tax incentitesadditional sectors of the economy. The law @istaes
income tax deductions for micro, small and mediumeds businesses that provide private health ingaraa their
employees and income tax deductions for public eo@imercial transport operators equal to the valuthe
vehicles owned by such operators.

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

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 Médima“Law to
Regulate Companies that Finance Pre-paid Healthiceerand Health Insurance Companies”) was puldigrel
became effective. The law is intended to regul@ath service companies and health insurance caegpand to
provide clear legal requisites for the establishnaexl operation of those entities.

Law to Strengthen the Social Security System of &rened 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 became®fie The law is intended to make the nationalesysof social
security more sustainable over time by making dnjests and improvements to the pensions of pulklizasts
from Ecuador’'s Armed Forces and National Police.
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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, whiodifies
Article 135 of the Public Planning and Finance Cod¥ecree 1218 changes the methodology that théstmof
Finance uses to calculate the 40% total public tedDP ceiling established in Article 124 of thabkc Planning
and Finance Code. This change in methodology teftdg reduces the amount of internal public detien into
account for purposes of calculating the 40% totdilip debt to GDP ceiling. For a further discussad the impact
of Decree 1218, see “—Public Debt.”

Law to Eliminate Speculation and Tax Fixing

On December 13, 2016, theey Organica para evitar la Especulacién sobre alov de las tierras y
fijacion de tributog(the “Law to Eliminate Speculation and Tax Fixihglas published and became effective. This
law is intended to create a more equal distributibwealth and resources in Ecuador. This law isegoa tax of
75% on capital gains obtained from the sale of estdte in excess of an amount equal to 24 baiediwages, or
U.S.$9,000 as of the time the minimum wage foryeer 2017 went into effect. The Law to Eliminafge&ulation
and Tax Fixing also imposes more stringent propegtprd keeping obligations on the Autonomous Géirerd
Governments.

Law to Reform the Organic Law of Public Service ahdbor Code

On December 20, 2018)e Ley Orgéanica Reformatoria a la Ley OrganicaS#gvicio Publico y al cédigo
de trabajo (“Law to Reform the Organic Law of Public ServicedaLabor Code”)was published and became
effective. Under this law, a public servant whases to work for a public institution receives f@inuneration up
until the last day worked on the last month of wawthout receiving payment for the remaining dagsworked on
that month. The aim is not to overcompensate tleosployees partially working during a month as @gabto
those who work the full month.

Law to Restructure Debt of Public Banks and Clodednks

On April 18, 2017, théeypara laRestructuracion de Deudas de Banca Publica, Barerzada y Gestion
del Sistema Financiero Nacional y Régimen de Val@tee “Law to Restructure Debt of Public Banks #&ldsed
Banks”) was published and became effective. Thisi¢aintended to restructure and forgive debt {febt”) arising
from the 1999 financial crisis in Ecuador which ppied the closure of seventeen banks. The Law $strirdure
Debt of Public Banks and Closed Banks forgives [éhtp to U.S.$150,000 that is owed by survivinguges and
surviving cohabiting partners of deceased debtorsall as by debtors who are incapacitated. litiaddtheLaw to
Restructure Debt of Public Banks and Closed Baofkgiiesexpenses, surcharges, and interest payments afrslebt
of the BNF so long as the debtors make paymeritlefiat 5% of the principal owed to BNF.

Strategic Sectors of the Economy

Ecuador’s principal economic sectors are coordihateder the Ministry of Coordination of Strategic
Sectors. MICSE supervises and coordinates thevitgesi of the Secretary of Water, Ministry of
Telecommunications, Ministry of Electricity and Rsvable Energy, Ministry of Mines and the Ministry o
Hydrocarbons, who in turn are in charge of the watecommunications, electricity, and naturabreses (oil and
mining) sectors of the economy, respectively.

The Republic considers these sectors as the mpstriamt aspects of its economy. Consequently,ipubl
investment in these segments has grown at a rapéd rThe government of the Republic considerswater,
telecommunications, natural resources, and elé@gtsectors to be the most important sectors ofet@omy. In
2014, the Government invested U.S.$7,017 milliorthiese strategic sectors, compared to U.S.$6,58®min
2013. In 2015, investment in Ecuador’s principarexmic sectors decreased by 18% to U.S.$5,736omilliThis
decrease was due to the Government’s decision dee@se investment in the oil sector in 2015 assaltref
expected lower revenues from oil sales. Investnrettte oil and mining sector decreased from U.838 million
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in 2015 to U.S.$2,533 million in 2016. In 2016, tBevernment invested U.S.$4,386 million in thetsgi sectors,
compared to U.S.$5,736 million in 2015. In 201& thovernment invested in water, telecommunicatioagjral
resources and electricity, including investmentslenBEcuador Estratégico, and other areas of invessnirecluding
those made by Environment Ministry and the PublicteEprise Administrator of the Special Economic
Development Zone Eloy Alfaro ZEDE.

The total aggregate investment amount in the gfiasectors from 2012 to 2016 was U.S.$28,024 onilli
For more information regarding the 2016 budgetgdesee “Public Sector Finances - 2015, 2016 and BQtigets.”

The following chart sets forth accumulated investimie strategic sectors since 2012:

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

2012 2013 2014 2015 2016"
69 201 363 485 234
Telecommunications ... 371 433 298 322 217
Natural Resources (oil and mining).... 2,544 3,915 4,339 3,014 2,533
EleCtriCity ....coooeveeieiieee e 1,148 1,730 1,777 1,801 1,348
Ecuador Estratégico .... 109 191 175 57 28
Other investmerf'........ 107 67 66.12 56.31 26
Total Investment .........ccccoveeveveevveeenn, 4,349 6,536 7,017 5,736 4,386

Source: MICSE Information available as of Decen@t6.

(1) Includes preliminary information. Public compankes/e yet to adjust their budgets.

(2) Includes investments made by the Environment Miniahd the Public Enterprise Administrator of
the Special Economic Development Zone Eloy Alfa&ZBDE).

Ecuador Estratégico

Ecuador Estratégice main functions are to evaluate project proposalbmitted by municipalities,
administer and distribute funds towards approvegjepts, and supervise the completion and progréssach
project. According td&ecuador Estratégicothe Mirador is the first mining project on a largcale. The Fruta del
Norte project is a gold and silver mineral depwedgih expected benefits considering the currentesriof those
metals. Financing for infrastructure projects Heeen procured through a selection process wiempeting
financing offers are compared to determine theroffgh the most favorable terms. The process, tuaken by
Ministries under the supervision &fcuador Estratégicoin consultation with the Ministry of Finance, @gs a
percentage value to different aspects of an offéc€, experience of the financing entity in thpetyof project, and
overall experience, among others). Projects withh Hevels of financing emphasize the price offelsdthe
financing entity and assign a large percentageevediprice. Then, competing offers are grantedtpalepending
on their qualifications. The financing entity withe most points is then chosen to finance theeptojFinancing

has also been procured through joint venture coistrand direct investment through a grant of a ession and
service contracts.

On February 13, 2015, President Correa signed Bécr@ (“Decree 578”), which creates Mmisterio de
Minas (“Ministry of Mines”) and renames the Ministry of dd-Renewable Resources as tMaisterio de
Hidrocarburos(“Ministry of Hydrocarbons”). Decree 578 was sign&ith the purpose of establishing one ministry
to supervise and regulate geological, mineral, arafallurgical activities in the country, which wefgmerly
undertaken by the Ministry of Natural Resources #redVice-Ministry of Mines. The Ministry of Hydcarbons

will continue to supervise and regulate oil relagetivities in Ecuador in the same capacity asMirestry of Non-
Renewable Resources.

Oil Sector
Ecuador’'s oil reserves are managed directly byesianed oil companies Petroecuador and

Petroamazonas and through service contracts withr dEcuadorian and foreign companies. Oil expioita
operations are conducted under the supervisiorregudation of the Ministry of Hydrocarbons actifngdugh the
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Hydrocarbons Regulation and Control Agency andHlydrocarbons Secretariat of Ecuador. The Hydrogasbo
Secretariat of Ecuador also provides technicalneeic and legal support in service contract oritigmaand public
bidding processes. In November 2012, Presidente@asigned the Consolidation Decree. For more nmddion,
see “Business—Our Business—Crude Oil Exploratich Rroduction”).

While revenues from oil exports (including oil dexiives) decreased from 2012 to 2016, non-petroleum
sources of revenue in the non-financial public@ertcreased during that time period. As a resh#,percentage
of oil revenues with respect to GDP has declinecklation to the percentage of GDP of non-petroleauenues
during the time period. According to data from ©entral Bank of Ecuador, Ecuador’s crude oil etpoeached
U.S.$13,016 million in 2014, a 3.0% decrease froi8.$113,412 million in 2013. Additionally, crudd eikports in
2015 reached U.S.$6,355 million, a 51.2% decreame £).5.$13,016 million in 2014. In 2016, crudéeiports
reached U.S.$5,054 million, a 20.4% decrease frod1$6,355 million in 2015. This decrease was dwedecrease
in the average price of petroleum per barrel frorS.$45 in 2015 to U.S.$34 in 2016. The Esmeraldfinary
underwent a period of preventative maintenancentip the end of 2015. In 2016, the fully-operatibBzsmeraldas
refinery processed larger quantities of refinedgdetim, temporarily reducing the average price etffgeum per
barrel up to the third quarter of 2016, when thieepof petroleum began to increase once more. firast,
revenues from non-petroleum sources increasedtm 2@14 and 2015, reaching U.S.$23,939 million @42 and
U.S.$25,942 million in 2015. Both increases weue tb increased tax revenues for both years. 1162@venues
from non-petroleum sources reached U.S.$24,294omjlvhich is a decrease from the U.S.$25,942 onilln 2015.
This decrease was due to certain factors includirgguced collection in taxes mainly in specifingamption taxes
and value added tax which decreased by 26% and&3géctively from 2015.

In 2016, Central Government oil revenues represei8% of GDP and 10.8% of Central Government
revenues and non-petroleum revenues represent@®h 16.GDP and 89.2% of Central Government reventkes.
more information on Central Government revenues,'Beblic Sector Finances“Central Government Regsrand
Expenditures.” In the same year, oil revenuestter non-financial public sector represented 5.5%sBfP and
17.8% of non-financial public sector revenues aoa-petroleum revenues represented 24.8% of GDRB@rids of
non-financial sector revenues. In 2016, CentralgBument oil revenues reached U.S.$2,003 milliohiclvis a
decrease from the U.S.$2,264 million in 2015. Tiéxrease was due to a decrease in the average gfric
petroleum per barrel from U.S.$45 in 2015 to U.8.$82016. The Esmeraldas refinery underwent aogeof
preventative maintenance up until the end of 20152016, the fully-operational Esmeraldas refinggocessed
larger quantities of refined petroleum, temporardgucing the average price of petroleum per baeb the third
quarter of 2016, when the price of petroleum begancrease once more. For more information onrregs of the
non-financial public sector, see “Public Sectoradrices - Non-Financial Public Sector Revenues apertditures.”

In January 2015, in response to the decline opdes 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.$8@00on,
resulting in a modified budget of U.S.$34.1 billidn November 2015, the National Assembly appravémidget of
U.S.$29.8 hillion for 2016, a decrease of 17.9%c@spared to the original budget for 2015. The 2btéget
assumed an average crude oil price of U.S.$35 greelbwhich represents a 56% decrease from thebtBSY per
barrel assumption of the original 2015 budget. @bteial average crude oil price per barrel at trle @016 was
U.S.$34.96, which represents a 16.52% decreasetfrermctual U.S.$41.88 average crude oil pricebparel at the
end of 2015. For information regarding adjustmeéntfie 2016 Budget see “Public Sector Financed52md 2016
Budgets.”

Petroecuador and Petroamazonas are state-ownedagiam@nd are legal entities with their own assets
and budgetary, financial, economic and administeatiutonomy. The Hydrocarbons Secretariat of Emuada
Governmental institution under the management @f Rhinistry of Hydrocarbons, with its own assets and
administrative, technical, economic, financial amgkrational autonomy. It conducts the managemémton-
renewable hydrocarbon resources and is taskedewghbuting activities such as the administrationibfields and
the execution and modification of oil field contimc
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Exploitation

Under the 2008 Constitution, all subsurface natugaburces are property of the state, and in the ok
petroleum, following the Consolidation Decree,etploitation is undertaken directly by Petroamason@&he 2008
Constitution, however, permits the Government totrext with the private sector for the developmehthese
natural resources.

The 2008 Constitution, the Hydrocarbons Law, thesdtidation Decree, decree 315 (“Decree 315”) and
decree 314 (“Decree 314”) set out the followingrafs which clearly define the public sector oiliges’ functions
as follows:

» the Ministry of Hydrocarbons implements the hydrbca policies defined by the Republic’s
president;

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

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

» Petroecuador is involved in the refining, and indabzation of hydrocarbon activities, as welltasir
internal and external marketing; and

* Petroamazonas is involved in the exploration awdyetion of hydrocarbons.

Under the new framework established by the Natiddevelopment Plan and the 2008 Constitution,
Ecuador allows foreign investment in its hydrocarbcesources, which, under the 2008 Constitution and
Hydrocarbons Law are exclusively owned by the stétteNovember 2010, the Government completeddtgract
renegotiations with foreign oil companies under tarocarbons Law, which, as mentioned above, cepla
production-sharing agreements for private companittsa fixed per-barrel fee for their exploratiand production
activities.

Production
Petroleum Production
(in thousands of barrels per year, except whered)ot
January -
For the year ended December 31, February,
2012 2013 2014 2015 2016 2017
Petroleum® 504 526 557 543 548 536
Public Companie®® ..........c.ccoooerverrrne. 133,656 144,921 157,976 154,308 158,118 25,133
Other OPEratOrS. ........c..vveeeeererereeereesres. 50,667 47,198 45,166 43,922 42,593 6,475
TOUAI oo 184,323 192,119 203,142 198,230 200,711 _ 31,608
Natural Gas Production®...................... 15,249 18,052 20,292 17,429 18,495 __ 2823

Source: Petroleum data is based on figures frond@etral Bank March 2017 Monthly Bulletin (Tabld 4).

(1) Petroleum information is displayed in thousaafibpd.

(2) Petroecuador and Petroamazonas until 2012r Aétnuary 1, 2013, only Petroamazonas is invalv@étroleum production.
(3) Public company numbers include the productibRio Napo.

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

According to the Central Bank’s Monthly BulletinrfMarch 2017, oil field crude production, includitfzat of
private and state-owned companies, reached 200idnbarrels for the year 2016, averaging 548.000. This
represents a 1.2% increase from the 198.230 mitleonels produced for the year 2015, or an avepagguction of
543.000 bpd. This increase was principally dueh®vdommencement of operations at new oilfieldshasITT.
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For more information regarding ITT, see “Petroanma@ms—Recent Developments. In the year 2016, statedw
companies were responsible for 78.8% of producttompared to 77.8% of production for the year 2015.

The vast majority (95%) of Ecuador’s oil blocks éweated onshore. The most productive oil bloadks a
located in the northeastern part of the countryh Bhushufindi and Auca as two of the oldest andtrpooductive
fields. Crude oil production has increased inl#fst ten years with the opening of the Oleoduct@€dedos Pesados
(the "OCP”) pipeline (see “Transportation”), whiobmoved a chokepoint on heavy crude oil transgortah the
country. Production in existing fields has levelgftl 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 bgosiduction, Petroecuador signed incremental pritmtucontracts
with two oil company consortiums. For more infotioa regarding these and other services agreenseset,
“Business—Our Business—Selected Services Agreertients

In August 2013, President Correa signed a decrédeomazing the exploitation of oil from exploratory
blocks 31 and 43, which include the ITT field in stai National Park. Following the issuance of deeree,
environmental and indigenous groups have annoutiesd opposition to the removal of the moratoriunddahe
Presidential decree authorizing the developmetiteofTT fields; however, the National Assembly baproved the
use of the ITT field. For more information regaglithe ITT field, as well as other fields operateg
Petroamazonas, see “Business—Our Business—Crudiex@dration and Production.”

Petroamazonas operates a significant portion obutsiness through service contracts with thirdypart
contractors. For more information regarding theeatracts, see “Business—Our Business—Selectedic8erv
Agreements.”

Exports

Crude oil exports as measured in U.S. dollars 8feadtreased from 2011 to 2013. Ecuador’s cruie o
exports in 2015 reached U.S.$6,355 million, a 51d&rease from U.S.$13,016 million in 2014. Therease was
due to the decrease in the price of oil beginnmigiie 2014 and continuing through 2015 and 20462016, crude
oil exports reached U.S.$5,054 million, a 20.5%rease from U.S.$6,355 million in 2015. This deseewas due
to a decrease in the average price of petroleurbareel from U.S.$45 in 2015 to U.S.$34 in 2016e Hsmeraldas
refinery underwent a period of preventative maiatere up until the end of 2015. In 2016, the fulbe@tional
Esmeraldas refinery, processed larger quantitiesefoied petroleum, temporarily reducing the averagce of
petroleum per barrel up to the third quarter of@Qghen the price of petroleum began to increase amore.

In 2015, 95.4% of the value of oil exports was erai and 4.6% was oil derivatives. In 2016, 92.626
the value of oil exports was crude oil and 7.4% wihslerivatives. In 2015, 62.5% of oil exports wexported to
the United States, followed by Chile, Peru, Panand,Japan with 13.2%, 10.1%, 6.1%, and 2.4%, c&spb. In
2016, 51.8% of oil exports were exported to thetéthiStates, followed by Chile, Peru, Panama andaCth
16.2%, 12.3%, 11.4%, and 4.3%, respectively.

PetroChina, a wholly-owned subsidiary of China biai Petroleum Corporation (“CNPC”), has made
prepayments to Petroecuador in connection withecidsupply agreements, including an agreementigtiray for
prepayments of U.S.$2 billion executed in August20and Unipec Asia Co., Ltd (“Unipec”), a whollyvned
subsidiary of China Petrochemical Corporation, &s® made prepayments to Petroecuador in connegiitbn
crude oil supply agreements, including an agreementiding for prepayments of U.S.$2.4 billion, exted in
May 2014.

In June 2015, PTT Public Company Limited, a Thaitesbwned oil and gas company, executed an
agreement providing for prepayments of U.S.$2.5ohilto Petroecuador in connection with a crude soipply
agreement.

On December 1, 2016, Petroecuador signed a crlidaleiand purchase contract with PTT International

pursuant to which Petroecuador will receive iniegpayments of $600 million shortly after signfog crude oil to
be delivered during the five-year term of the cacit On December 6, 2016, Petroecuador signeéleoil sale
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and purchase contract with OTI, pursuant to whietrd@cuador will receive an initial prepayment o51$300
million shortly after signing for fuel oil to be lilered to OTI during the 30-month term of the cact. In
connection with each contract, the Republic hasedjto refund to the purchasers any amounts girémmayments
and related surcharges for advance payment whemaetr otherwise satisfied through the delivery refde oil or
fuel oil, respectively, or refunded by Petroecuadaccordance with the contracts.

Transportation

Ecuador has two major oil pipelines. Most of Ear&icrude oil production is transported throughk th
Trans-Ecuadorian Pipeline System (the “SOTE"), WHinks Lago Agrio in the Oriente region to the &alexport
terminal on the Pacific coast. The SOTE was IlmyilT exaco (now Chevron) and was transferred taoPetrador in
1998. The SOTE has a capacity of approximately,(B¥D bpd. In 2013, the SOTE transported 131.9ionill
barrels, averaging 361,568 bpd, an increase of Z8fpared to 2012. In 2014, the SOTE transpor&2i5l
million barrels, averaging 363,097 bpd, an increais®.4% compared to 2013. In 2015, the SOTE parted
133.7 million barrels, averaging 366,215 bpd, amdase of 0.9% compared to 2014.

On May 31, 2013, a rain-caused landslide ripped tanche of the SOTE near the Reventador volaano i
the north-east region of Ecuador, near Peru anilBrt is estimated that approximately 11,500rbkw of oil were
lost. Much of the oil spilled affected the watefg¢he Quijos, Coca and Napo rivers, and it isnested that the oil
may have reached the Amazon river and other tee#cr waters in Peru and Brazil. The Republitnigshe
process of analyzing the incident and is workingsely with the governments of Peru and Brazil totam any
environmental damage that the accident may haveedauThe Republic is not aware of any pendind@atened
lawsuit or claim arising from this incident.

In June 2001, Ecuador awarded the constructioropachtion contract for its second pipeline, the ®&&vy crude
oil pipeline, to Oleoducto de Crudos Pesados Eau&da., a consortium of domestic and foreign oilnpanies.
The OCP pipeline was constructed at a cost of W.8.%illion, all of which was paid by the consontiu
Construction was completed in September 2003, gretations began the same month. The contracthfeor t
operation of the OCP has a duration of twenty yaarsends in 2023. At the end of the contractQ# pipeline
will become national property. The Ministry of Egg and Mines and Petroleum (now 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 bpdude oil of 18 to 24 American Petroleum Institute degrees. In
2014, the OCP pipeline transported 59.1 milliorrélar averaging 161,929 bpd, an increase of 10 @¥pared to
2013. In 2015, the OCP pipeline transported 62iliom barrels, averaging 170,025 bpd, an increals®.0%
compared to 2014. In 2016, the OCP pipeline tratisg®1.2 million barrels, averaging 167,171.29,lapdecrease
of 1.40 % compared to 2015.

Refining

Following the Consolidation Decree, Petroecuadahésonly company that conducts refining activiiies
Ecuador. Petroecuador owns three refineries irm@mu(Esmeraldas, La Libertad and Amazonas) witltgssing
capabilities of 110,000, 45,000 and 20,000 bpgeesvely. Petroecuador also owns one associategigpcessing
plant (Shushufindi), which has a processing capaxit637.8 million barrels of liquefied petroleunagy(“LPG”)
and average production of 1,747.6 bpd.

In 2016, the three main refineries produced 77lliamibarrels of oil derivatives including gasoljrdiesel,
fuel oil, jet fuel and liquefied petroleum, whickpresented an increase of 16.5% compared to ti2engilion
barrels of oil derivatives produced in 2015. Thisrease was caused primarily by the repowering®Esmeraldas
refinery at the end of the preventative maintengreceod which upgraded its capacity and improvegibcesses.

During 2016, the domestic consumption of oil derixes was 87.6 million barrels, which represents a

decrease of 5.5% compared to the 92.7 million Eame2015. It is important to note that Ecuadoniafineries do
not produce sufficient oil derivatives to meet intd demand. Ecuadorian refineries meet approxim#®@% to
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65% of the national demand. Accordingly, Ecuadoa iset importer of oil derivatives, even thoughsita net
exporter of crude oil.

In February 2013, Petroecuador announced that shreefaldas refinery would be undergoing a project of
preventative maintenance, which resulted in redummetations until year-end 2015, when all mainterawas
completed. Reduced production by the Esmeraldaserg during the preventative maintenance projecuired
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 regenerat@hwhcreased processing capacity and improved)tiadity of
finished products. Ecuador estimates that thegmtative maintenance project at Esmeraldas wihakEcuador to
reduce imports of gasoline by 17%, diesel by 1584, lmjuefied petroleum gas by 10%, resulting inwairsavings
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 temiporaalted to allow for technical inspections ofeth
facility following the earthquake on April 16, 20b&it resumed on April 18, 2016 and returned to dpkerating
rates as of April 23, 2016 and intermittently halter inspections following aftershocks. After tead of the
project of preventative maintenance at Esmeralddis is refining capabilities and production of dirivatives
increased. Esmeraldas’ refining capabilities insedafrom 59,990 average bpd in 2015 to 105,67 7ageebpd in
2016. Esmeraldas’ production of oil derivativesrégased from 74,817 average bpd in 2015 to 156,04rage bpd
in 2016. For 2017, an oil derivatives production 45,731,396 barrels is estimated. As of the datahif
Remarketing Circular, the Esmeraldas refinery iraping at its maximum capacity.

As of the current date, there is no private seg#oticipation in the production of oil derivativeblowever,
on July 15, 2008, Petroecuador and PDVSA Ecuadwondd a new entity called RDP in which Petroecuador
currently the majority shareholder (51%) and PDVEguador is the minority shareholder (49%). RDPI wil
develop a refinery project with the same name tdui in the municipality of Manta, Manabi Provajcwith a
total nameplate capacity of 300,000 bpd. It iseex@gd that RDP will produce gasoline, diesel, kemes
polypropylene, benzene, mixed xylene and LPG. [&hd rights and environmental licenses necessadgvelop
RDP have already been obtained, and a preliminetgildd feasibility study of the project is completThe total
estimated investment for RDP is approximately ULS.Billion. Negotiations are ongoing to providedncing for
the project, although no decisions have been made whether the project will be financed by debeguity or a
combination of both. In the event RDP is able tam financing through debt for this project, stnot clear
whether it would be able to do so while remainirithin the 40% public debt to GDP limit as furthersdribed in
“Public Sector Finances - Fiscal Policy.” For saetion of the risks of the limitation on furtheorrowing for
projects like RDP, seeRisk Factors- Risk Factors relating to EcuaderThe Republic may incur additional debt
beyond what investors may have anticipated of @salt of a change in methodology in calculating public debt
to GDP ratio for the purpose of complying with a%Qimit under Ecuadorian law, which could matenall
adversely affect the interests of Noteholder€onstruction has commenced and the project lieduled to be
completed by year-end 2021.

Domestic Fuel Distribution

In 1993, the Government implemented a free markebmestic fuel distribution, which has led to pida
modernization of distribution facilities. The pi@t which gasoline is sold to domestic distribsitier fixed by an
executive decree of the President in accordande vt Hydrocarbons Law, and set according to vlesabuch as
domestic demand and the impact of the price onigdiniances. Until 1998, the Government had fixbe
maximum profit level for distributors at 18%. 1999, the fixed margin was eliminated. In early @0the
Government reinstated a 15% fixed margin for reggisoline and diesel fuels (distributors remaifred to set
any margin for premium gasoline). Since 2003 fiked margin has been determined in cents per malla 2005,
the margin increased to U.S.$0.71 per gallon ofillgggasoline and to U.S.$0.137 per gallon of diesthese
margins were set by Presidential decree 338 (“[2e888"), which was issued in August 2005, and &seguently
modified. Any future change to the profit margioudd require a new Presidential decree.
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Decree 338 also regulates the sales price of cosrsyr@troleum derivatives, and sets the price for
consumers for gasoline and diesel products. Tie pf gasoline (net of value-added taxes) soldotwsumers is
fixed at U.S.$1.689 per gallon for gasoline antd.&.$0.8042 per gallon for diesel.

Several private multinational petroleum companiesluding ExxonMobil and PDVSA Ecuador, have
established service stations in Ecuador. As of bées 31, 2016, Petroecuador maintains a netwodOdfervice
stations of its own and 203 affiliate stations.

Natural and Liquefied Petroleum Gas

An important part of Petroecuador's commercial tetfg includes the distribution of natural gas to
southern Ecuador in order to reduce the consumplidtPG, the replacement of gasoline use with LBGtéxis
and the creation of a network of service stationsrder to compete in quality, service and pricthvgrivate oil
companies. Ecuador has approximately 10.9 biliobic meters of natural gas reserves, which it espeill be
sufficient to meet internal demand for the nexy2ars.

The natural gas platform at the Amistad field ie tlay of Guayaquil was previously operated by ti& U
Company Energy Development Corp. Ecuador Ltd. ("BD0d then managed by Petroecuador, as a resEDGf
failing to reach a contractual agreement with tloew&enment. In 2012, Petroecuador announced tloe\disy of
approximately 28.3 billion cubic meters of natugab in block 6 of the Amistad field in the gulf@tiayaquil. 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 iM20Following the Consolidation Decree, the Anistield has
been operated by Petroamazonas. For more infamatgarding the Amistad oilfield, see “Business—
Overview—Natural Gas Exploitation and Production.”

In August 2013, Petroecuador began tests at thedverde LPG terminal. The terminal is a new fagili
built as part of a combined LPG storage, transgodt distribution project in the Guayas and Sanga& provinces.
Ecuador has invested U.S.$550 million in the coradiproject, which also includes the Monteverde-Ebi@llo
pipeline. This new terminal replaced the floating LPG storagés and related maritime transport to Tres Bocas
terminal, thereby generating expected annual savin).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 380 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,5etric
tons per month. Petroecuador may also requesigdo an additional 30,000 metric tons per monithe first
monthly delivery of butane and propane occurresllamch 2014 for 72,500 metric tons. According tér&ecuador,
the contract is valued at approximately U.S.$2duill

Mining

The mining sector represents an important sourc@obéntial resources for the development of the
Republic. According to information from MICSE afsApril 2017, Ecuador has potential copper resemadged at
approximately U.S.$127 billion, potential gold nesss valued at U.S.$48.9 billion, molybdenum ressmvalued at
U.S.$5.7 billion, and silver reserves valued at.$8< billion. In total, the nation has estimatederves valued at
U.S.$185 billion.

The Mining Law establishes norms for the exercisthe Government'’s rights to manage and control the
mining sector, in accordance with the principleswdtainability, precaution, prevention and efficig It provides
that it is the Government’s responsibility to owssall aspects of the mining process, such as mtjo,
development, industrialization and marketing anthanizes the Republic to invest directly or throygimt ventures
with domestic or foreign private sector entitiés.addition, it authorizes the Republic to botherand grant licenses
and concessions to wholly owned private entitiesdoduct all phases of development. However, thpuBlic
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cannot grant ownership rights in the soil and sililbsmeralogical wealth to entities that are nohtolled by state
entities.

The mining sector represents a small portion of GB5% in 2016, 0.35% in 2015, 0.33% 2014, 0.32%
in 2013 and 0.33% in 2012. In 2013, most productiom mining was generated by domestic artisanjewdler
businesses. However, Ecuador expects mining exportontinue to increase as a result of an expardi the
Republic’s mining projects in 2014 and 2015. Cuitlsg there are five projects in advanced stagesooipletion —
two copper mines and three gold mines. Projecadidir is the largest copper project in Ecuador. ddpper mine
in the Zamora Chinchipe province is expected tarb@goduction in 2018. Project Mirador is financiedpart
through a concession to Ecuacorriente S.A., a-j@nture owned by the Chinese companies China Bgilw
Construction Corporation (“CRCC”) and Tongling Nembus Metals Group. Ecuacorriente S.A. is plagran
investment of approximately U.S.$1,400 million. Térpected life cycle of the mine is 27 years frdra start of
production. The Government estimates that the greyél produce 30,000 tonnes of copper per dayrduthe first
three years, increasing afterwards to 60,000 towhe®pper per day. The Republic expects that togegt will
generate approximately U.S.$3.74 billion in reveforethe Republic. The Fruta del Norte Projectated in the
Zamora Chinchipe Province, is a gold and silverd@posit owned by the Lundin Gold group, whichxperted to
start operations in 2018. An expected U.S.$1dnilinvestment will be made over a 13-year peridee gold and
silver ore deposit in the Zamora Chinchipe Proviiscexpected to begin construction in the secoritidi€2017.
Benefits to the Republic considering current mptades amount to U.S.$900 million. The Rio Blanqeoject is a
gold and silver mining project located in the Azudsovince which began construction in August 2006 &
expected to being operations in the second ha0dff. An expected U.S.$88,825,115 million investmeill be
made over an 11-year period. Benefits to the Répabhsidering current metal prices amount to L284$million.
The Loma Larga and San Carlos Panantza projesis,iraladvanced stages of completion, are expeoteeceive
an investment of approximately U.S.$3,700 milli@ther projects, mostly in the south of the counase in
different stages of negotiation and completion.

Electricity and Water

As of 2006, hydroelectric plants supplied approxeha53% of the power in Ecuador. As of 2015,
hydroelectric plants supplied 58% of the power au&dor. By year-end 2016, hydroelectric plantsegaied 66%
of the power in Ecuador. By 2017, hydroelectrimptaare expected to generate 90% of the power uadtr. The
increase in power supplied by hydroelectric pléntiue to the development of a matrix of hydroglegilants built
throughout Ecuador. Ecuador’s objective in devielgghis matrix is to reduce its consumption of thitough oil
based generators, thereby decreasing oil impodsehectric energy imports and improving energy petelence.
Ecuador also plans to replace household oil-basesutnption (for cooking and heating as further dbed below)
with electricity-based consumption through the logtiectric power grid, thereby eliminating the nded a gas
subsidy.

The Santiago hydroelectric project is located & Morona Santiago province and has a 3,600 MW
capacity expected to generate approximately anageeof 15.060 GWh per year. The required investrfanthe
Santiago hydroelectric project is U.S. $ 2.590iomll The Cardenillo hydroelectric project is lochtd the Azuay
province, and has a 596 MW capacity expected tergea approximately an average of 3.356 GWh paer. idee
required investment for the Cardenillo hydroelecipioject is U.S.$ 1.050 million. The 1,500 MW Cocado
Sinclair plant was inaugurated on November 18, 2016s expected to generate an average of 8.78 @& year
and supply approximately 30% of the country’s eleity needs. In November 2016, all eight turbiireshe plant
became operational, each generating 187.5 MW donthbof 1,500 MW of power, or 30% of Ecuador’satteity
needs.

The plant is set to reduce 3.5 million tons of carlemissions per year and replace oil energy copsam
for domestic purposes such as cooking and watetingea The plant will join the existing infrastruce of
hydroelectric plants that include the 21 MW Mazkmnpin the Azuay province, the 1,075 MW Paute-Molplant
near Cuenca, the 270 MW Minas San Francisco pllaats0 MW Quijos plant, and the 487 MW Sopladord an
Cardenillo plants planned along the Paute Riveranyof these hydroelectric projects are financeawudh
agreements with bilateral lenders, including thean&@hExim Bank, which has provided U.S.$1,700 millito
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finance the Coca Codo Sinclair project, U.S.$571lioni to finance the Sopladora hydroelectric projemd
U.S.$313 million to finance the Minas San Francibgdroelectric project, the Brazilian National Eoamic and
Social Development Bank which has provided U.S3%fillion to finance the Manduriacu hydroelectriower
plant project near Quito, and Société Générale Radtsche Bank which in April 2014 committed to pdav
together an additional U.S.$50 million to finanke Manduriacu hydroelectric power plant.

The construction of these hydroelectric plantsus tb an enhanced effort by the Government to tnives
the sector. In 2016, the Government invested W,34B million in the electricity sector, a 17% iease from 2012,
when the Government invested U.S.$1,148 milliorthie sector. Construction on the new line of hytrceic
plants continued in 2016 including the 180 MW Dalsisagua hydroelectric plant and the 254 MW To&tdlaiton
hydroelectric plants, and the construction of &nedir 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 Goremnt began to sell subsidized stoves to replasesgaes.
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 iwdler sector in order to alleviate flood condis@md
access to potable water in various parts of thenitcpu Ecuador’s national water authorifyecretaria de Agya
currently has invested U.S.$1,233 million out 081$1,560 million for six multi-purpose projectsitoprove flood
control and irrigation. One of the most importprdjects in the water sector is the Multiprop6€itwone project in
the Manabi province. Financed by the Governmedtpaivate partners, the U.S.$168.4 million projeciit a dam
to alleviate the flood conditions of the regionheTproject also built a drain system, which serfeesrrigation
purposes and provides a drinking water supply foor@ city. The cost of this project includes gation costs of
U.S.$41.7 million in the surrounding areas to congage inhabitants in those areas.

Other water projects include: (i) the Cafar priogca cost of U.S.$360.5 million to protect appmately
40,000 hectares along the Cafiar River and its rddppistreams through a system of levees, inclu@ding4-
kilometer bypass, (ii) four new bridges, (iii) @add regulatory system and 173 km of dyke wallg, the U.S.$372.7
million Daule-Vinces project that redirects wateomh the Daule River and transports it along a 3&ikdneter
canal to dry farmlands and (v) the Naranjal progca cost of U.S.$181.7 million to protect appnately 44,000
hectares, seven new bridges and 158 km of dykeswall

These flood control projects reduce the social@mwhomic damage caused by floods in the winteroseas
allowing the Government to reallocate resourcesipusly used to repair the damage to other praojedts repair
the damage, the Government spent U.S.$312 milfic20il2 and U.S.$415 million in 2013. The Governirid
not spend any funds in 2014 and 2015 due to theétwwiititer conditions for those years.

In 2016, the electric and water sectors contribwetbtal of U.S.$1,804 million to GDP, an increase
compared to U.S.$1,557 million in 2015. Since 2ah2, sectors represent an average of approximatédp of
GDP per year.

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 iamabins of
March 2016. Similarly, while only 20 of Ecuado?81 municipalities had access to the national fdpgic network
in 2007, this number increased to 200 by 2015.

In 2012, the telecommunications sector accounted)f8.$1,914 million of GDP. This amount increased
steadily through 2014, when the telecommunicatientss accounted for U.S.$2,171 million of GDP terth
decrease in 2015, when the telecommunications rsemtoounted for U.S.$2,039 million. In 2016, the
telecommunications sector decreased again and @tecbéor U.S.$1,845 million. From 2012 through @0the
telecommunications sector represented an averaggpmfoximately 2.07% of GDP per year. In 2016, the
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Government invested U.S.$217 million in the sectodecrease compared to U.S.$322 million in 20052008,
Ecuador granted Spain’s Telefénica (currently ofiegain Ecuador as “Movistar”) and Mexico’s Améridéovil
(currently operating in Ecuador as “Claro”) 15-yeancession contracts to provide the country wetephone and
3G services. The concessions are extensions wiopeeagreements both companies had with Ecuadbraes
expected to generate U.S.$840 million in revenoe€tuador over the course of the term of the cgsiops. In
February 2015, Ecuador amended the concessiomvaprthe country with 4G services.

In February of 2015, the National Assembly enathedTelecommunications Law as a means to improve
access to quality telecommunications services aitctease the use of information technology imlreectors. For
more information on the Telecommunications Law, “ée Ecuadorian Economy“Economic and Social Petict
Telecommunications Law.”

Other Sectors of the Economy
Agriculture

Before the discovery of petroleum fields in prowaof the Orient region in the 1970’s, the agrimalt
sector had traditionally been the largest contaobta Ecuador’'s GDP. Of Ecuador’s total 27.1 roillihectares, 7.8
million are devoted to agriculture and livestodEcuador’s diverse climatic conditions, varying talies and rich
volcanic soil are well suited to tropical and saoptcal agriculture. Ecuador’s primary product fraénis sector,
which is also the Republic’s most significant nohexport, is bananas. According to data from Boeeod and
Agricultural Organization of the United Nations AB"), Ecuador has represented approximately 25%08% of
banana world exports for the ten years ending iceDber 31, 2013. Ecuador also exports signifieambunts of
coffee, flowers, and cacao. The agricultural sectmstituted an average of 8.01% of GDP per yeathfe years
2012 through 2016. In 2016, the agricultural septpresented 8.62% of GDP, an increase compar8aiids in
2015.

Between 2012 and 2016, the volume of Ecuador’srmmaports increased by 21.8%. In 2012, the value
of Ecuador’s banana exports decreased by 7.5%aphmas a result of difficult growing conditionsrfthat year.
However, the value of these exports increased §%4In 2013 when growing conditions returned tonmer and
10.9% and 9.0% in 2014 and 2015, respectively. 2006, banana exports totaled U.S.$2,734 millior2,. 6%
decrease from U.S.$2,808 million in 2015 primadlye to the decrease in quality of the banana supping the
first trimester due to climate conditions, and tiversupply of Central American bananas in the dlotsketplace
which reduced the overall price.

Ecuador also exports significant amounts of cadac®012, cacao exports were U.S.$345 million. dfip
increased to U.S.$423 million in 2013 when growitanditions returned to normal. With continued nafm
growing conditions, cacao exports reached U.S.$8illbn in 2014 and increased to U.S.$693 millionZ015. In
2016, cacao exports reached U.S.$621 million, 4%0decrease from 2015 primarily due to the overlsupp
cacao, especially from lvory Coast and Ghana wiaffacted the overall price and a general decreasthe
consumption of chocolate.

Flowers and flower products are among one of thveesg but fastest growing exports for Ecuador, mgki
up 4.8% of Ecuador’s total exports in 2016. Flowsports were U.S.$714 million in 2012, U.S.$830iam in
2013 and U.S.$918 million in 2014. In 2015, flovexports decreased by 12% to U.S.$820 million pripars a
result of the strengthening of the dollar which mdtuador’s flowers more expensive compared to r@loian
flowers. In 2016, flower exports decreased by 218%).S.$802 million primarily due to exchange ratanges,
particularly the strengthening of the U.S. dolldniet reduced sales principally to the Russian ntaakewell as
political problems affecting sales to Ukraine.

Fishing
Another important aspect of Ecuador’s agricultuseits fishing exports. Ecuador exports significant

amount of tuna and other fish, but its predomirieshing export is shrimp. Ecuador is the largéstrsp producer
in the Americas, and one of the largest shrimp gcets in the world. According to the FAO, over tee years
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ending December 31, 2013, Ecuadorian shrimp expave represented approximately 2% of worldwidengbr
exports.

The amount of shrimp exports steadily rose in thgopl from 2011 to 2014, growing from U.S.$1,178

million in 2011 and reaching U.S.$2,513 million2014. In 2015, shrimp exports totaled U.S.$2,280am, a
9.3% decrease from 2014. This decrease is diretpltenomenon of El Nifio, which took place in 2Gibyvell as

a decrease in exports to Asia. In 2016, shrimp egpotaled U.S.$2,580 million, an increase of ¥3ffom 2015.
This increase was due to the recovery of the mfcghrimp and to the export of shrimp of greatergve which
have a higher price. Fishing exports, other thanmg, decreased from U.S.$324 million in 2012 t&\$244
million in 2016. In 2016, fishing exports decreavydb.4% from U.S.$258 million in 2015. This dexse is due to
the impact of the phenomenon of el Nifio in the EHoui@an coast which reduced the supply and raisieggr

Manufacturing

Manufacturing, excluding petroleum products, is dwted by consumer products such as food, beverages
textiles, and paper, with a concentration of imgdrintermediate and capital goods. The manufaxgusector
contributed 12.21%, 12.59%, 13.57%, 13.79% and3P8.%0 the GDP, per year for the years, 2012, 20034,
2015 and 2016, respectively. Ecuador’'s main maiurfad, non-petroleum exports are canned seafatdmabile
assembly, processed cocoa, and processed coffeema@hufacturing sector has grown an average of7 %0 2er
year between 2011 and 2015. During 2012, 2013281d, manufacturing grew by 11.1%, 11.5%, and 15.9%
respectively. In 2015, manufacturing decreased.b9o, reaching U.S.$13,815 million. In 2016, maxtiféng
decreased by 1.4% reaching U.S.$13,628 million.ddwease in growth of the manufacturing sectordugsto the
general slowdown of the economy in Ecuador for ¢hmariods.

Ecuador’'s membership in international trade orgations and its status as a party to various mietih
agreements such as ALADI, CELAC, and the CommuaitAndean Nations have contributed to the openihg o
new markets for the sale of Ecuadorian goods abewatl challenged domestic manufacturers to operaie m
competitively. On December 12, 2014, represergativom Ecuador's Ministry of Foreign Commerce sigira
trade agreement with the European Union. For nmjoemation, see “Balance of Payments and Foreigrdd —
Foreign Trade - Trade Policy.” By the end of 2016,9% of Ecuador’s non-petroleum exports were golthe
European Union.

Construction

The construction sector accounted for 10.63% of GDP014, 10.53% of GDP in 2013 and 10.67% in

2012. In 2016, the construction sector accourde®.64% of GDP, compared to 10.70% of GDP in 20052015,
construction activity decreased by 1.7% in reahtecompared with 2014. In 2014, construction agtigrew by
7.2%, compared to 7.4% in 2013 and 12.2% in 20h2s& decreases in construction activity were daedecrease
in residential and non-residential buildings aslwesla decrease in civil engineering projects.dh6? construction
activity decreased by 8.9% in real terms comparitd 2015. In 2016, U.S.$413 million worth of ravatarials
used for construction were imported, a decreagy¥ % from the U.S.$658 million worth of raw matesialsed for
construction imported in 2015. This decrease instoiction activity was primarily due to a decreasémports of
construction materials. The steady increase intoactfon and the large percentage of GDP thatptasents is a
result of the construction activity in connectionithwthe Republic’s infrastructure projects, parkely the
development of new oil fields, and the hydroelectmd flood control projects of the past sevensiear

Science and Technology

The Government has begun development of a veryeladycation and research center north of Quito,
known as “Yachay-the City of Knowledge” (“Yachay’YConstruction of Yachay began in 2012 and is etqueto
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.
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The goal of Yachay is to create a culture of sdiemesearch in Ecuador and promote a long-teatesbf-
the-art site for technological research. Develsplave mentioned that there will be an emphasis on
nanotechnology, but add that Yachay will be mubegblinary. Long-term goals include the developmen
knowledge-based products to diversify the Ecuadoeieonomy and the development of new technologieshie
country's well-being. Ecuador estimates that il gpend U.S.$20 billion over the course of 16 getar complete
the project.

In February 2016, the Republic entered into a WS%million loan agreement with China Exim Bank to
finance the first phase of Yachay.

Tourism

Ecuador’s tourism industry grew steadily from 2842014, slightly decreasing in 2015 and again0h62
In 2012, 1.27 million tourists visited the countty36 million in 2013, 1.56 million in 2014, 1.54ilkon in 2015
and 1.41 million in 2016. In 2016, the largest memof tourists came from Colombia accounting f@ea2of
tourists, followed by the United States and Peoth In second place, accounting for 12% of toumstsh. Based on
the 2010 census, 2,546 foreign retirees and fongémsioners have been residing in Ecuador for aEsyar more.

The steady increase in tourism from 2012 to 2014 haagely due to promotional campaigns institutgd b
the Ministry of Tourism. In 2010, the “Ecuador ésvlife” campaign was launched in England, Germé&ngnce
and the United States. A second campaign, theistosdered” campaign, was launched in 2011, andird th
campaign, the "All you need is Ecuador” campaigasviaunched in 2014. As part of this campaign,adou
became the first government to advertise duringSihyger Bowl, airing a thirty second spot during 2045 event.
The Ministry also provides financing and logistamvice to local businesses that cater to touristh sis tours and
adventure companies. The decrease in tourism 2@t to 2016 was due to the Pedernales Earthquiakenitial
2016 annual budget allocated U.S.$36 million to Mhiristry of Tourism for tourism promotional campgas and
other initiatives to promote tourism. The 2016 gpetdfor tourism was modified to U.S.$ 22.7 millianile being
used as the provisional budget for 2017.

Transportation

In 2015, the Government invested a total of U.2.$3,million in roads and highways, a decrease 620
from the previous year, when total investment waS.$l,400 million. The most significant road potgein
Ecuador are the Manta (Ecuador)-Manaus (Brazil)l regtwork, 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-Manaad-retwork is currently under construction, althotigere
is no definitive completion date. Both projects aiot toll roads and were financed by oil reveramss financing
from CAF.

Two recent significant projects have recently béeanced along with the municipality of Quito. In
February of 2013, a new international airport ogkeineghe suburbs of Quito. The airport cost waS.#700 million
and was financed by Quiport S.A., an internatioc@hsortium led by AECON Construction Group and HAS
Development Corporation. The new airport featutes largest control tower and the longest runawapy
international airport in Latin America. Phase 2tloé airport, which includes the expansion of tlasgenger
terminal, new jet bridges, and the expansion ofstipping areas was financed by Quiport S.A. ast d&.$70.5
million. Construction of Phase 2 of the airportswemmpleted in 2015, and began operating as arggseerminal
in May of that year. A new road and bridge to i@toongestion from the previous single bridge dgtvay that
led to the airport have been completed. Constmaif a subway system in Quito based on the MdthMaalrid has
been under way since 2012. As of March 29, 208% &f construction of the subway system in Quits haen
completed. This metro system is expected to contechorthern business and resident areas of Quiuito’s
historic city center. The project is budgeted t3tcU.S.$1,680 million through completion and ipested to
commence operations in 2019. This project wasfied, in part, by a U.S.$205 million loan from therld Bank,

a U.S.$259 million loan from the European Investtizamk, which was increased by U.S.$44,152,000avelhber
2016, a U.S.$200 million loan from the IDB and &S1$200 million loan from CAF. In February 2014¢eth
municipality of Cuenca began construction of ffranvia Cuatro Rigsa 21.4-kilometer tram system with 27
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stations. The project is planned to connect tiodi and city-center to the outlying suburbs @ tity. The project
is estimated to cost U.S.$232 million and was foegh in part, by a 15-year loan executed in Jan@ad3,
pursuant to the French government’s Emerging Cglésserve Loan program.

Employment and Wages

The National Council on Wages sets the minimum wiagevorkers in the private sector on an annual
basis. The monthly minimum wage for a job in thiggie sector has increased from U.S.$318 for 2013 S.$375
for 2017. The announcement of the minimum wagédiegipe for 2017 was made in December of 2016 aas set
at U.S.$375 per month. Public sector employee s/age based on the wage scale determined hithisterio de
Relaciones Laborale€Ministry of Labor Relations”). The following tde shows the increase in minimum wage
from 2012 to 2017.

Monthly Minimum Wage (1)
(in U.S.9)

2012 2013 2014 2015 2016 2017
29z 31¢ 34C 354 36¢€ 37t

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

Private employee salaries received a boost witlintheduction of the “Living Wage” into the Laboral.
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 the obsiving and the number of family members in ledamily

unit.
The following table shows certain labor force antpyment data for the periods indicated:

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

March
2012 2013 2014 2015 2016 2017
Total POPUIAtON ...........covivceieeeiceeeeeeee e 15,520 15,775 16,027 16,279 16,529 16,738
LADOT FOICE? ...ttt eeeees et 10,864 11,200 11,159 11,399 11,696 11,726
Labor Force Participatiofy ................... 6,701 6,953 7,195 7,499 7,874 8,084
Labor Force Participation RAte .............ceeeeeeeriiniieieeieeee e 61.68% 62.08% 64.47% 65.78% 67.32% 68.9%
Employed Labor FOICE .......c.oiuiiiiiiiiieemeneee e 6,425 6,664 6,921 7,141 7,464 7,729
Unemployed Labor FOICEe .........ocuiiuuiieime et amme s 276 289 273 357 410 355
Unemployment Rat? .........cccooiciiiiiiiesessees et 4.12% 4.15% 3.80% 4.77% 5.20% 4.4%

Source Based on figures from INEC as of March 2017.

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

(2) Refers to population above minimum working agey&&rs old), irrespective of employment status.
(3) Also referred to as economically active population.

(4) As a percentage of economically active population.

In 2009, in order to reduce unemployment, the Migi®f Labor Relations established tRed Socio
Empleo(*Employment Partner Network”), a government agedegigned to assist with employment searches and
provide educational opportunities abroad for futemaek in Ecuador. The agency provides scholarsaipballows
individuals looking for work to post resumes, cestiteir own web pages, and schedule interviews patential
employers online.

From 2012 to 2016, the unemployment rate incredgetl.08%. Underemployment, or individuals who
are unable to obtain full-time work to receive &asameeting the official minimum wage, decreasenif 49.29%
to 48.09% during this time as well but increase839% as of 2016. In 2013, unemployment increbalghtly to
4.15% from 4.12% in 2012, decreasing to 3.80% it¥2@ue to increased job creation in the servicescammerce
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industries. In 2015, the unemployment rate in@éde 4.77% due to a general slowdown of the ecgriorn2015
that led to job losses in both the private and ipuftctors. The rate of unemployment increasesl20% as of
December, 2016 due to an increase in the laboe fpacticipation rate as previously economic in&ctivembers
attempted to join the labor force. The rate of upleryment decreased from 5.7% as of March 31, 261464% as
of March 31, 2017.

The rate of individuals who are unable to obtailitfme work to receive a salary meeting the o#ici
minimum wage, or underemployment, increased frord 3 in 2012 to 47.77% in 2013, then decreased 6546
in 2014 but increased in 2015 to 48.09% and inectagain in 2016 to 53.39%.

The sectors that registered the greatest reduictiemployment in the period from 2011 to 2015 witre
agriculture sector with 2.89%, and the commercaosesith 1.52%. The labor force participation raiethe
Ecuadorian economy increased by an aggregate 4#bfm 2012 to 2016 and unemployment increaset @8%
for that same period. Underemployment increase8l 2496 in the same time period.

The following table sets forth information regamglithe unemployment and underemployment rates, and
real minimum wages for the periods presented:

Wage and Unemployment

As of March
For the Year ended December 31, 31,
2012 2013 2014 2015 2016 2017
Unemployment rate (% of economically active pogof@t®..............cc.cccoeveveene.e. 412 415 380 477 5.0 4.4
Underemployment rate (% of economically active gapon)® ...............cco........ 4715 4777 46.69 48.09 53.39 57.0

Source: Based on figures from INEC as of March 2016

(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 (Monthl'™
(in U.S. dollars)

Average Wage Oil and Mining  Agriculture ® Service$? Manufacturing Tourism®
2011 e, 295.74 422.31 263.38 424.05 247.28 326.86
2012 ., 345.50 479.73 308.66 493.10 282.78 372.86
2013 . 374.90 510.80 340.00 551.21 313.20 398.24
2014 .o, 416.21 704.93 371.31 559.95 340.28 424.15
2015, 422.83 715.49 398.72 535.12 352.20 446.00

Source: Based on figures from INEC.

(1) These figures include mixed income (wage and nogewacome) by economic sector per month as of #te iehdicated. Methodology to
compute the data is based on all wages earneddbgdnals in a month. For the purposes of thisdttere 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 |a t#vaerban and rural poverty. The urban poveater
decreased from 16.1% to 15.7% between 2012 and, 2@Hi& the rural poverty rate decreased from 491%
38.2% across the same time frame. Extreme povatég have also decreased, from 5.0% of all urleaiséholds
in 2012 to 4.4% of all urban households in 2016 fiom 23.3% of all rural households in 2012 to6¥4.of all
rural households in 2016. At the same time, tha #xtreme poverty rate decreased from 11.2% 220 8.7% in
2016. As such, in spite of the general econommaitmns in 2016 due to the Pedernales earthquhkencome for
households in extreme poverty has not been affec@dly as a result of an increase in the numbéroofsehold
members receiving income.
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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 tbeer 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.

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 2012.......ccccoovveevveeivieems 16.1 49.1 27.3 5.0 23.3 11.2 195 70.8 36.8
December 2013 ........cccoovveeiieeiiieecms 17.6 42.0 25.6 4.4 17.4 8.6 25.7 65.7 38.7
December 2014 .... 16.4 35.3 22.5 4.5 14.3 7.7 24.8 57.8 35.4
December 2015.... 15.7 39.3 23.3 4.4 17.0 8.5 22.0 55.8 32.9
December 2016 ........cccccvveeeveeivieeimns 15.7 38.2 22.9 4.4 17.6 8.7 22.3 52.6 32.0

Source: Based on figures from INEC as of Decemb&62

(1) Persons whose income is below the poverty lie of December 31, 2016, the poverty line, aermeined by Ecuador, is
U.S.$84.68/month, per person.

(2) As of December 31, 2016, the extreme povéngyis U.S.$47.22/month per person.

(3) This number is based on information takerhatdensus regarding the lack of availability ofibagcessities. Variables considered in this
figure include literacy rates and access to potakler, sewage systems and hygienic servicesrielgctrunning water, telephone lines,
doctors and hospital beds per 1000 persons.

Social Security

The social security system in Ecuador is admirestdyy the IESS, as well as by timstituto de Seguridad
Social de las Fuerzas Armadasd thelnstituto de Seguridad Social de la Policia Nacidftae Social Security
programs of the Armed Forces or “ISSFA” and thedfiian Police Department or “ISSPOL,” respectiyelyhe
Ecuadorian Social Security System is a trans-génas model where the current work force funds ltkeaefits of
those who are no longer in the work force and psrmetirees to also make on-going contributionghieir
retirement fund.

Social security benefits are a constitutional rifgintall workers and their families, designed totpct the
insured in case of illness, maternity, unemploymdigability, old age and death. The social ségwystem also
provides financing for workers’ housing. Ecuadastxial security system is financed by contributidrom the
Government, employers and employees. The levelngiloyee contribution is based on an employee’snimec
The monthly pension is based on a percentage dhtueed’s average monthly earnings in his or her fiighest
years of earnings. The minimum monthly pensior2fit6 was U.S.$183.

Retirees benefit from the IESS system once thew Heff employment. As of December 2015, IESS,
ISSFA and ISSPOL had 9.2 million, 1.1 million an@ @nillion beneficiaries, respectively. In 2016ta non-
financial public sector contributions to social wéty were U.S.$4.7 million, or 4.8% of GDP, a demse from
U.S.$5.0 million, or 5.0% of GDP in 2015. In 2016SS’s beneficiaries included 3.1 million affiket 0.4 million
pensioners, 4.4 million dependents, 1.1 milliongde@overed through rural social security and @G@8on people
that receive benefits related to work related risk®r 2016, IESS’s expenditures totaled approxatyat).S.$6.3
billion.

Under Article 372 of the 2008 Constitution, tBanco del Instituto Ecuatoriano de Seguridad Softlad
Social Security Institute Bank of Ecuador or “BIEp® 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 estateoaly allowed in the long-term (over five yeailigyestments in
trusts are not allowed in the short-term (less ttire years), and investments in public sectourgexs cannot
exceed 75% of the market value of the fund. A dskimittee must approve all investments. Investmemust be
rated by an approved rating agency, and no invegtmay be rated lower than specific thresholddwmethat type
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of investment, as determined by the risk committeées of February 28, 2017, BIESS is the largesdéolof
Government securities, with 44.3% of its portfoliwestment, or U.S.$7,922.5 million, in Governmiealdings.

The primary functions of the BIESS are, among ahtre provision of different financial serviceglsias
mortgages, pledge-backed loans and unsecuredscrefitditional services include portfolio re-discbwperations
for financial institutions and other financial sees in favor of retirees and other affiliatestoé iIESS 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 emplaytnas well as
investments in fixed and variable income securitiesugh the primary and secondary markets.

On October 21, 2016, the Law to Strengthen theab&=curity System of the Armed Forces and National
Police was published and became effective. Thadamtended to make the national system of s@aalirity more
sustainable over time by making adjustments andawgments to the pensions of public servants frawaHor’s
Armed Forces and National Police.

Education

In 2011, the Government implemented they Organica de Educacion Interculturéthe “Intercultural
Education Law”). The law created a standardizediauum for all high schools, consolidated schegétems to
eliminate single-teacher schools, created a stningealuation system for teachers and schools,lamtched a
nation-wide literacy program. Under the reformydeints were to receive free medical attention, clchmches,
and uniforms.

The 2016 annual budget allocated U.S.$4.9 billion Government education and education initiatives.
Education initiatives include the continued condgllan of Yachay (See “The Ecuadorian Economy—Otbextors
of the Economy—Science and Technology”), the useutfide 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. The 2016 budget for education waslified to U.S.$5.0 billion while being used as irevisional
budget for 2017.

Education is mandatory in Ecuador until the agé4of The literacy rate for adults over 15 yearagsé was
94.2% in 2015, and has been above 90% since 2004.

Health

The initial 2016 annual budget allocated U.S.$2®b for Ecuador’s health sector. The 2016 budet
health was modified to U.S.$2.4 billion while beinged as the provisional budget for 2017. Recdatmes include
a mandatory increase in hours and pay for mediczkgsionals, and the creation of mobile clinicened to
ensure vaccinations in the most remote areas ofdbetry. The Government has also signed variguseanents
with private companies to produce generic drughéncountry.
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LEGAL PROCEEDINGS

The Republic is involved in certain litigation andministrative arbitration proceedings describeldvoe
Some of the proceedings described below are coedymtrsuant to the mandatory arbitration provisicorgtained
in the U.S.-Ecuador Bilateral Investment Treaty #relCanada-Ecuador Bilateral Investment Treatypicable.
These treaties aim to protect investors of botlionatin the other country. An unfavorable resolutof some of
these proceedings could have a material adversetefih the Republic. Legal Proceedings with raspec
Petroamazonas are described in “Business OvervieggallProceedings.”

Occidental - Breach of Contract Claim

In May 1999, Petroecuador and Occidental Explonatind Production Company (“Occidental”) entered
into a participation agreement for the explorataord exploitation of hydrocarbons in Block 15, ire tDriente
region. On September 15, 2004, Petroecuador secidéhtal a notice of breach alleging various gosuifor
forfeiture of the participation agreement, incluglithe unauthorized assignment of 40% of Occidentajhts and
obligations thereunder to Canadian oil company BacaBlock 15 is one of Ecuador’s most productildields.
In May 2006, the Ministry of Energy and Mines deeth the participation agreement with Occidentalb&o
terminated due to its alleged breach of the Hydtmmas Law. As a result, all of Occidental's assetse
transferred to the Republic. In May 2006, Occideéfited a claim before the ICSID against Ecuadorin amount
of U.S.$3.3 billion, claiming that the terminati@i the participation agreement constituted the iejent of
expropriation,” in violation of the U.S.-Ecuador l&8eral Investment Treaty, and that the forfeitwofe the
participation agreement was litigated for politioesons rather than due to an illegal assignment.

On October 5, 2012, the ICSID arbitral panel issaiedrbitral award in favor of Occidental in thecamt
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 calculatedaim®unt based on the full value of the contract) w&iteduction of
25% due to such violation. On October 9, 2012 dfou filed a petition for a stay of the enforcemefnthe arbitral
award until an annulment procedure could be camigd The petition was registered with ICSID ontéber 11,
2012. On January 18, 2013, ICSID appointed anaadpanel to resolve the petition for the stay aodsier a
petition for annulment. The first meeting of thenpl took place on March 25, 2013. On May 13, 2@18 panel
met to consider a February 13, 2013 petition byid#rdal to lift the currently effective stay of tlaebitral award.
In a September 30, 2013 decision, the panel rdtifiee stay of the award and held that it shouldticor
unconditionally.

On August 12, 2013, Ecuador submitted its briedrmiulment. On October 18, 2013, Occidental preskent
its response, arguing that there was no basisff@naulment. Ecuador presented its reply on Jgrtya?014 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 partialljuled the October 5, 2012 arbitral award, findihgtt
the unauthorized assignment of 40% of Occidentatets under the participation agreement was madéoiation
of Ecuadorian law and therefore limited the arlioraaward to U.S.$1.06 billion, plus interest. bSequent to this
finding, on November 4, 2015, the U.S. District @dor the Southern District of New York issued @amdler, 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 Merk to enforce the award. In the settlement egrent,
Ecuador agreed to pay a total of U.S.$980 mill@®Otcidental in a series of installments. In JA0&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.

Chevron
In 2006, Chevron brought arbitration proceedingairag} the Republic under the arbitration ruleshaf t

UNCITRAL alleging the Republic’'s breach under cert&denial of justice” provisions under the U.S.tlaclor
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Bilateral Investment Treaty. In August 2011, thieiteal tribunal established that Ecuador had dnedcsuch treaty
and should pay Chevron U.S.$96 million plus compbimerest calculated from September 1, 2011 timéildate
of payment. The tribunal accepted the positioE@aiador that any amount received by Chevron shioailsubject
to the payment of a tax at a rate of 87.31% (tleéirpnary arbitral award was approximately U.S.$100ion) and

deducted the tax amount due to Ecuador from thénpnary arbitral award of U.S.$700 million. Cormgeently,

Ecuador filed a petition to annul the arbitral advlefore the District Court of The Hague, which wdgsied on
May 2, 2012. Ecuador presented an appeal to thiei®iCourt decision, and on May 13, 2013, the é[gte Court
of The Hague heard the arguments of the partieappeal and rejected Ecuador’s appeal on June 1. 2(h

September 18, 2013, Ecuador presented an apped upreme Court of the Netherlands, which heédihgs on

February 28, 2014 and denied Ecuador’s appeal pte®ber 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 itgefoin
opposition with the court, and on April 25, 2013)e@ron filed its response. On June 6, 2013 thé&riBisCourt
confirmed the award in favor of Chevron. Ecuadledfan appeal on July 1, 2013, to which Chevrdedfian
opposition brief on August 19, 2013.

On September 6, 2013, because Ecuador did not susbv&tantial assets in the District of Columbia,
Chevron filed a motion to enable it to register th&rict court award “in any other district” inghJUnited States.
Ecuador objected, arguing that Chevron should benitted to register the award only in “those d@sifor which
Chevron has provided sufficient evidence that Eoudds substantial assets.” On October 29, 2BE3DPistrict
Court of the District of Columbia granted Chevronistion to register the award in any other distrién June 11,
2014, Ecuador appealed the District Court decisi@mevron filed a response to this appeal on J8/y2D14 and
Ecuador filed a reply on August 8, 2014. On Aughs2015, the United States Court of Appeals fer District of
Columbia Circuit affirmed the District Court de@si On February 25, 2016, Ecuador filed a petifayra writ of
certiorari requesting that the United States Supr@uwourt review the decision of the Court of AppeaBn June 6,
2016, the United States Supreme Court denied thaliie’s writ of certiorari.

On October 9, 2015, the United States Court of Afgpéor the District of Columbia Circuit affirmetie
District Court decision. Accordingly, the arbitravard granted to Chevron became due and payaliheibnited
States with the same force and effect as a judgmeatjudicial action. The total amount due untter award,
(U.S.$96.4 million plus U.S.$16.4 million in intetgwas paid by Ecuador to Chevron in satisfactibthe arbitral
award.

On a separate matter, in September 2009, Cheuszhdn UNCITRAL arbitration claim against Ecuador
for an undetermined amount. The claim seeks indfaration for claims brought by indigenous commigstin
Lago Agrio, Ecuador, against Chevron for environtaedamages. In 2011, an Ecuadorian court rulddvar of
the Lago Agrio community, ordering Chevron to pays\$19 billion in damages. This amount was reduoced
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 Bilateraldtraent Treaty. On the other hand, Ecuador ardquasitthas
not assumed any obligation to indemnify, protectdefend Chevron from third party claims. On Jap@b, 2012,
the arbitral tribunal issued an interim award tbedered Ecuador to take all available measuresispend the
enforcement or recognition of the claims in the d.@gyrio case in Ecuador and abroad. On Februargd®2, the
tribunal issued a second interim award orderingv@reto compensate Ecuador for the costs Ecuadmirsnin
performance of its obligations under the interimaeds, and ordered Chevron to post a bond in theuammaf
U.S.$50 million to secure payment of the same. fihmtiffs for the Lago Agrio case, in Novemberl2Q obtained
the seizure of certain bank accounts of Chevrofirgentina and the seizure of Chevron’s interesiitsirgentine
subsidiaries.On June 5, 2013, this seizure waskeelo In a third interim award dated February 2012 the
arbitral tribunal held that it had jurisdiction hear the claim. In a fourth interim award datetirbary 7, 2013, the
arbitral tribunal resolved that Ecuador has not maed with the decisions from the previous awaaiy] that each
party shall argue whether Ecuador must reimburse/@n for any expenses related to the enforcenrecepdings.
The arbitration tribunal has divided the meritstoé case into 3 tracks. Track 1 will decide issugating to the
1995 Settlement and the obligation of Ecuador temnify Chevron from third party claims. Track #lwecide
issues relating to denial of justice claims by Gbavand the alleged breach of the U.S.-Ecuadortdddh
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Investment Treaty. Once Tracks 1 and 2 have beeided on the merits, Track 3 will determine anynetary
damages that resulted from the alleged breachewidirabsess the monetary value of the environmetamage in
the Lago Agrio community. On September 17, 20E3atbitral tribunal issued a partial Track 1 aw@ndick 1A)
where it agreed with the Republic in that the 188tlement did not preclude the Lago Agrio plafatirom
asserting claims “in respect of their own indivitltights.” According to the arbitral tribunal, tH®95 Settlement
bars claims that Ecuador might raise in the exerofstheir own rights, but does not bar to claimpgtird parties
acting independently from the state in the exerofsemeir individual rights. It also held that ti895 Settlement
did not contain an indemnity provision that reqditee Republic to be held liable for any costs my pdgment
rendered against Chevron. However, the arbitiialinial held that Chevron was a “released party’anride 1995
Settlement. The arbitration tribunal did not decah the claims of breach of the 1995 Settlemémtesponse, on
January 7, 2014, Ecuador filed a writ of summonshm District Court of the Hague requesting an ositing
aside the September 17, 2013 partial award anHdeoptevious interim awards. The District Courtlod Hague
held a hearing regarding Ecuador’'s writ of summonsNovember 2015 and rejected Ecuador’s request in
decision issued on January 20, 2016. On April220,6, Ecuador presented its petition for appeaprdsented its
memorial on August 16, 2016. On October 11, 2@&vron submitted its response. The appeal isipgndA
hearing regarding Ecuador’s request to set aselpdhtial award and the previous interim awardsieduled to be
held on May 9, 2017.

On March 12, 2015, the arbitral tribunal issuee@eosd 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 supplementiaf begarding the Track 2 issue of the alleged
violations of the Ecuador-US Bilateral Investmengdty, explaining the relevance of certain prelmggexhibits.

On November 7, 2014, Ecuador filed a written respoto 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 matbeisplace on March 27, 2015. Hearings on theK gaissues
relating to the supplemental briefs took place iastiington, D.C. from April 21 to May 8, 2015. Tiesult of the
Track 2 hearing is pending. The parties submitiéefs on the final report of a forensic computepert on August
12, 2016 and August 26, 2016 and presented thsitigns on the relevance of the August 8, 2016gietiof the
Southern District of New York Court of Appeals dretRICO actionChevron v. Donzigeet. al. on August 16,
2016 and August 18, 2016. On August 29, 2016atbiral tribunal issued an order concluding that legal issues
presented before it and those presented in the #alyuecision of the Southern District of New YdChurt of
Appeals are materially different. Accordingly, dwelack of sufficient privity under internationkaw, the arbitral
tribunal held that there can be no issue estoppedjudicataapplicable before it arising from the outcomeld t
U.S. legal proceedings. The tribunal has indicdked it will issue a decision with respect to k&t after the
submission of such briefs. The tribunal has nbisgied a decision.

On a separate matter, in October of 2013, a pr@ficourt of Ecuador ordered tlhestituto Ecuatoriano
de la Propiedad Intelectugthe “Ecuadorian Institute for Intellectual Prageror “IEPI”) to place an embargo on
50 trademarks of Chevron in Ecuador as a resutieEcuadorian verdict against Chevron in the Lagao case.
According to IEPI, the embargo was placed in otdeguarantee the payment of the verdict amounebirecting
the revenues from the trademarks to Ecuador, asseppo 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 windfalfits of a number of foreign oil companies. Badescription
of the windfall profits tax, see “The EcuadoriaroBomy—Renegotiation of Oil Field Contracts.” Asesult of the
implementation of the windfall profits tax law, Eador is a defendant in the following arbitratioogegedings:

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
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law 42-2006. Burlington argued that such unildtenadification resulted in an expropriation of thkcks that
Burlington was operating, although, subsequenhécbmmencement of the proceedings, Burlingtondnétv the
contractual claims and based all claims solely imtations of the U.S.-Ecuador Bilateral Investm@&n¢aty. On
September 30, 2011, Ecuador filed two counterclagenst 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 tnlbliwas scheduled to meet for a hearing on damage&cuador’s
counterclaims in August 2013, but the hearings veergpended due to the request by Ecuador that fottee o
arbitrators recuse himself from the decision beeais conflict of interest. Burlington presentesdassessment 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 {post-
hearing briefs on May 29, 2015. On February 7,72Qte arbitral tribunal rendered its decision. e Thibunal
rejected the amount of U.S.$1,515,603,095 claimed Burlington and instead awarded Burlington
U.S.$379,802,267 plus interest. The tribunal alsmepted Ecuador’s counterclaims holding Burlingesponsible
for U.S.$41,776,992.77 for the costs of environraedamage and failure to repair the facilities tfdgs 7 and 21.
On February 13, 2017, Ecuador presented a request taside the arbitral decision as well as tloésia on the
counterclaims claiming that they are both defectiveler the CIADI convention. Together with thistifien,
Ecuador requested the suspension of the arbitcggide. On February 14, 2017, the ICSID grantedsiirspension

of the execution of the arbitral award against HonaThe ICSID Annulment Committee has not yet been
appointed.

On February 10, 2017, Burlington commenced a patitdr recognition of the award in the District @bu
for the Southern District of New York. Similar amts have been initiated in Washington DC and thé&edn
Kingdom. However, in accordance with the agreenhbettveen the parties, any action will be suspenait the
ICSID Annulment Committee renders its decision rdue the suspension.

Perenco Ecuador Limited

On April 30, 2008, Perenco Ecuador Limited (“Pex&hdiled an ICSID arbitration claim against Ecuado
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 cla@mains
subject to adjustment. Perenco argued that [a®008 modified the participation of Perenco undenti@axts for
the development of Blocks 7 and 21 in Ecuador #iadl the unilateral modification of the contractsuléed in an
expropriation of the blocks that Perenco was opegatOn July 18, 2014, the tribunal decided tlanclin favor of
Perenco and considered the schedule for the assassindamages. The hearing for the assessmeatdanohges
took place from November 9, 2015 to November 13,52 Paris. On April 21, 2016, the parties préseériheir
final arguments. The decision on the assessmeatdrobges is pending.

On December 5, 2011, Ecuador filed two counterdaagainst Perenco for environmental damage and

failure to maintain the facilities of Blocks 7 a@d, in an approximate amount of U.S.$2 billion. Karch 13,
2013, the parties presented their respective mamdarto the arbitral tribunal. Hearings took pl&ocen September
9 to September 17, 2013. On August 11, 2015, imt@nim decision, the tribunal held that contantiimra exists in
Blocks 7 and 21. However, the tribunal held th#tied environmental expert is needed in orderdtednine if the
contamination was caused by Perenco. On Noventhe2(d 6, the independent environmental expert apgadiby
the tribunal visited Blocks 7 and 21 but has nt¢#ased any findings yet. The independent environaherxpert
will return to Ecuador in 2017.

Murphy Ecuador Oil Company, Ltd.

Murphy Ecuador Oil Company, Ltd. (“Murphy”) has icked that law 42-2006 modified its contracts for
exploration and production of crude oil in Ecuadesulting in an expropriation and a violation o 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 bray 4, 2014. Hearings on the matter took placénduNovember
17-21, 2014 in Washington, D.C. The post-hearirigf® were submitted by both parties on Januar®095. At
the request of the arbitral tribunal, both parsebmitted their briefs regarding costs on Janu&ry2016. A partial
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final award against Ecuador was rendered on M&p66, ordering the payment of U.S.$19 million indayes and
the arbitration cost of 5 million Euros. The tnital also held that the parties must submit thégutation of the fair
market value of Murphy’s property in Ecuador foe tihibunal’s consideration. On July 29, 2016, pleties 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. On February 10, 20&ratbitral tribunal issued its final decision donfng its May

2016 decision from the partial final award renderetay 2016. In the same decision, the triburetbcmined that
the market value of Murphy Ecuador is zero. Assult, Ecuador must pay U.S.$19.7 million in additio U.S.$7
million in interests. At the same time, the triblinejected Murphy’s attempt to obtain an additiandemnity for

breach of the bilateral investment treaty clausevuich it was requesting compensation of up to.$187 million.

William and Roberto Isaias Dassum

In 2009, Ecuador commenced an action against Wilked Roberto Isaias, who were the President and
Executive Vice-President, respectively, of Filanimu$s.A, Ecuador’s largest bank at the time of &sKkouptcy in
2001. Arguing before a U.S. federal court, Ecuaditeged that the defendants embezzled funds amgbdo
financial statements thereby resulting in lossdfeed by theAgencia de Garantia de Depoésitihe “Deposit
Guarantee Agencydr “AGD”), in the amount of U.S.$661.5 million. Qwvay 30, 2013, the federal court judge
granted summary judgment against Ecuador. On AuWfis2013, Ecuador filed for appeal in the U.SuCof
Appeals for the Third Circuit. On July 2, 2014e thhird Circuit ruled in favor of Ecuador, revergithe federal
court’s decision and finding the defendants ligblethe losses of Filanbanco S.A. The defendastgigned the
Third Circuit for a hearing to review the July 12 decision, which the Third Circuit rejected. August 6, 2014,
the defendants submitted their brief in supporthefir petition, which was denied by the Third Citczourt on
September 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 tihavould
appeal this decision. On November 16, 2015, tifende@nts 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 Marci2@16. The defendants presented their responSeuador’s
appeal on October 8, 2016. Ecuador filed its briafesponse on January 6, 2017. The court of Apdezld the
hearing on April 3, 2017.

Copper Mesa

On January 21, 2011, Ecuador was notified of aitration 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 deiee
jurisdiction were held in September 2013. The eeoings were concluded on March 12, 2014.

On March 15, 2016 the arbitration tribunal conchiitleat Ecuador breached the Canada-Ecuador Bilatera
Investment Treaty by expropriating certain assétSapper’'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.

On June 16, 2016, Ecuador filed its request t@siele the arbitral tribunal’s grant of the indenwaifion
award to Copper Mesa. On February 22, 2017, Coglesa filed its response to Ecuador’s request tasee the
indemnification award. A date for the hearing hasbeen set yet.

Zamora Gold

On July 7, 2011, Ecuador was notified of an arbareproceeding for allegedly depriving Zamora Gofd

its investments in violation of the Canada-EcuaBiteteral Investment Treaty. Since then, the fitiihas not
taken further action. The amount of the claim matsyet been determined.
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RSM Production Corporation

On May 13, 2010, Ecuador was notified of an arbdraproceeding for allegedly cancelling a mining
license held by RSM Production Corporation in \iigla of the U.S.-Ecuador Bilateral Investment TyeaBince
then, there has not been further action by thenfiifai The amount of the claim has not yet beetedeined.

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 violatioof the U.S.-Ecuador Bilateral Investment Treaty.

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
accepted Merck’s petition and ordered Ecuador trantee that no final judgment will be enforceabl&cuador
until the arbitration tribunal issues its final d&on on the matter.

On August 4, 2016, the National Court of Justiateoed Merck to pay U.S.$42 million with respecthe
judgment initiated against Merck by NIFA S.A. Onp&smber 6, 2016, the arbitral tribunal ordered theador
ensure that all proceedings and actions for thereefnent of that judgment be suspended pendingdiieery by
the tribunal of its final award. On September 18] & the National Court of Justice enforcement gudgspended
the enforcement proceeding pending the arbitrdlutrdl’s final award. This decision was constitusilhy
challenged by PROPHAR, S.A. Resolution of the Eouad Constitutional Court is pending. On November 16,
2016, the parties presented their post-hearindgsbr@n December 2, 2016, the parties presented eorsnto their
post-hearing briefs.

Hutchison Port Investments Ltd

In 2012, the Manta Port Authority (the “APM”") repented by the Procuraduria General del Estado
commenced an arbitration proceeding against HuinhiBort Investments Ltd. and Hutchison Port Holding
(“Hutchison”), in theCentro de Arbitraje y Mediacion de la Camara de @aio de Quito(“Center for Arbitration
and Mediation of Quito Chamber of Commerce”) toorer U.S.$141 million in damages. APM alleges that
suffered these damages as a result of Hutchisarlateral abandonment of the facilities and othefiadlts under a
concession agreement to operate the port at Matéarings took place from February 9 to 13, 201Pamama.

On November 30, 2015, the arbitration tribunal dediin favor of Ecuador for an amount of U.S.$30ioni.

The arbitral tribunal awarded APM U.S.$34,9 millifar consequential damages and lost profits. After
deduction of the contractual guarantee executedmyl, the indemnification amount totaled U.S.$27,Rliam
(before adjusting current value). The tribunal astered the compensation of 50% of the arbitratscto APM to
be paid within thirty days from notification of tharbitral award. APM has initiated proceedings griaus
jurisdictions for the execution of the award.

On March 16, 2017, before tigala Cuarta de la Corte Suprema de Justitia APM presented its
opposition to the annulment petition by HutchisnrPanama on December 30, 2015 against the awdagdan of
APM.

Coca Codo Sinclair

From 2012 to March 2017, CELEC EP — Unidad de Nieg@oca Codo Sinclair (CCS), an Ecuadorian
public enterprise and Sinohydro Corporation werarthdoy theJunta Combinada de Disput&3CD) (“Combined
Dispute Board”), a pre-arbitral forum created untter engineering, procurement and constructionraonithe
“EPC Contract”) for the construction of the Cocad@&inclair hydroelectric plant. The amount of dlems is yet
to be determined. Both parties presented, amomgrtblaims relating to time extensions under tRE€ Eontract,
declined payroll/tax return payments, supposed gbsirin tax laws, costs for changes in infrastrectesign,
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indirect effects of the non-execution of a potdnigreement between China and Ecuador relatingotdld
taxation, and non-compliance with the national ipgration quota established in the EPC Contract for
subcontracting of works. Synohydro Corporation sasght tax refunds for capital exit taxes, adddiocosts for
engineering designs and a time extension for sgpestreme subsoil geological conditions. Bothigamdisagree
with JCD’s 21 decisions. The EPC Contract alloas the parties to appeal these decisions in therrational
Chamber of Commerce by sending a notification dfagieement within 20 days after the JCD’s decision.
Arbitration is being considered.

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 suféek damages exceeding U.S.$1 billion dollars andegtgmonetary
damages plus interest and attorney's fees. Ecuadsrserved with notice on March 20, 2014. Ecuditled a
motion to vacate with the U.S. District Court foetSouthern District of New York on July 3, 2014earings 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 presentecejty/ron September 23, 2015. On January 5, 2026Cdurt of
Appeals held a hearing regarding Arch Trading’siomto appeal. On October 14, 2016, the Court ppeals
rejected the appeal, affirming the decision ofltwveer court. Arch Trading Corp. did not take auosther action.

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 in connectianth an oil-field exploration contract that was nenated by
Ecuador because the plaintiffs did not agree tont renegotiated terms. See “The Ecuadorian HEopre
Economic and Social Policies—Renegotiation of Qéld- Contracts.” Ecuador presented its responss bn
March 21, 2016 and Ecuador TLC presented its respon June 20, 2016. From January 24, 2017 tadag8,
2017, the Court held a hearing regarding Ecuadd@z' breach of contract claim in Washington D.C.eTgarties
presented their submissions on March 3 and willsgme subsequent submissions on May 5 and May 15,
respectively. The final decision is pending.

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 disimy the complaint was filed on March 16, 2015deinthat
stipulation, the case cannot be re-filed.

Daniel Penades

On January 30, 2015, Daniel Penades issued progsedgainst the Republic of Ecuador in respechof a
alleged U.S.$455,000 holding of the 2030 Bond&ienWnited States District Court for the Southeratibit of New
York. Ecuador was served with a notification of tlaim on September 16, 2015. On January 15,, Zdédor
filed a motion to dismiss. On September 30, 2@1®,United States District Court for the Southerstiitt of New
York granted Ecuador’s January 15, 2016 motionismids the Penades complaint and ordered the tassic On
October 27, 2016, Mr. Penades filed a notice okappith the Southern District of New York to thaitéd States
Court of Appeals for the Second Circuit. Thereafidr. Penades duly filed the required standarch®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 Courpedibed Appeals Calendar. On January 3, 2017, EnaBes
submitted a brief in support of his position. Edofiled its brief in response on February 7, 200hn February 7,
2017, Mr. Penades filed a motion requesting a gxtension to file his reply brief by March 8, 201@n February
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8, 2017, the United States Court of Appeals for3keond Circuit granted Mr. Penades’ motion. Obriary 23,
2017, the United States Court of Appeals for theo8d Circuit scheduled the case for May 2017.

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

On July 11, 2012, Caribbean Financial Internatioft@lFI”) filed a breach of contract claim against
ECUDOS S.A. in the Juzgado Duodécimo de Circuital Ciel Primer Circuito Judicial de Panama (the €lfth
Court of the Civil Circuit in the First Circuit dPanama”) for an amount of U.S.$65,9 million plustspexpenses
and interests. The contract was originally enténéd by CFI and TRAINSAINER S.A., a company absak ey
ECUDOS S.A. through merger (the “CFI-TRAINSAINERntract”). The CFI-TRAINSAINER contract called for
CFI's sale to TRAINSAINER S.A of all of its stoclapital in DURCHES S.A. and ECUDOS S.A. Through the
CFI-TRAINSAINER contract, CFI granted TRAINSAINER/A a credit of U.S.$60 million for a term of tepars.

In turn, on October 29, 2000, TRAINSAINER S.A. isdua promissory note in favor of CFl due on Octabér
2010. The CFI-TRAINSAINER contract provided for tfikng of a lawsuit if the payment became overdB&E
intervened as a result of an indemnity obligationthe CFI-TRAINSAINER contract. ECUDOS S.A. filed a
response to the claim denying CFI’s allegations@rallenging the contract. Resolution of the dispstpending.

Ecudos — Corporacién Azucarera Ecuatoriana Coazucav. Caribbean Financial International
Corporation — CFI

On August 8, 2012, ECUDOS S.A. initiated a progegdagainst CFl seeking annulment of the CFlI-
TRAINSAINER S.A. contract as well as of the pronoissnote in favor of CFIl. As it is an annulment &, the
amount of the lawsuit is undetermined. Admissiontlté evidence brought by the parties is pendingerAf
consideration of the admissibility of the evidenoeth parties will present their pleas.
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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 wouldedse
money supply. Between 2012 and 2016, Ecuador xypd fluctuations between balance of paymentitefnd
surpluses. While there were surpluses in 2013 201, there were deficits in 2012, 2014 and 20Fsr the
qguarter ended September 2015, there was a baldnzzyment deficit while there was a surplus for thaarter
ended September 2016 while there were deficitthimquarters ended December 2015 and December 2016.
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Source: Based on Figures from the Central Bank Begeof Payments Quarterly Bulletin for the Fourtha@er of 2016.

In 2012, an increase in Government investment tnried to a deficit of U.S.$581.9 million. In 2Q1&h
improvement in the financial account that was thgult of an increase in bilateral debt and cornedjpg loan
disbursements contributed to a balance of paymemtdus of U.S.$1,845.9 million. However, the emtraccount
deficit of U.S.$923.3 million registered in 201%resents a decrease compared to the U.S.$165i@malirrent
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.$2,914.5 miilin2013 to
U.S.$323.0 million in 2014 as a result of a deaeeasinvestment for that year. However, the cur@rcount
improved from a deficit of U.S.$923.3 million in PZBto a deficit of U.S.$522.9 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.
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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 &odeficit of U.S.$522.9 million in 2014 to a abifi of
U.S.$2,114.0 million in 2015. The expansion of thedicit in the current account was due to an iaseein the
deficit in the balance of trade from U.S.$63.5 imillin 2014 to a deficit of U.S.$1,649.8 in 201Bhe increase in
the deficit was the result of a decline in the @t oil.

In 2016, there was a balance of payment surplug.8f$1206.7 million, an increase compared to the
U.S.$1,488.4 million deficit in 2015. The balandgpayment surplus was due to an increase in theruaccount.
The current account increased from a deficit of. $23114.0 million in 2015 to a surplus of U.S.$B4Lmillion in
2016. The surplus in the current account was ppallyi due to an improvement in the trade balanomfa deficit
of U.S.$1,649.8 million to a surplus of U.S.$1,%6fillion, which was due to a decrease in impogdigularly
with respect to fuel and lubricants as well astedjgoods.

For the fourth quarter of 2016, there was a balafgeayment deficit of U.S.$220 million, a decrease
compared to the U.S.$1,022 million balance of paynueficit for the fourth quarter of 2015. Additelly, in the
fourth quarter of 2016, the current account registea surplus of U.S.$264.3 million and the captad financial
account registered a deficit of U.S.$ 400 million.

In the years from 2012 to 2016, the total balarfqgagments has heavily depended on petroleum export
Although non-petroleum exports are increasinglyobeag a larger portion of the Republic’'s GDP, thieas been a
non-petroleum trade balance deficit for the pasifr2012 to 2016. Until the last quarter of 20Ikreasing
petroleum exports due to the increase in petrolpuoes have offset this deficit and resulted inrlyetrade balance
surpluses or reduced deficits. The time periodnfrd012 to 2015 also saw a decrease in remittanoas f
U.S.$2,466.9 million in 2012 and U.S.$2,449.5 noillin 2013 to a slight increase to U.S.$2,461.Tienilin 2014
and a decrease to U.S.$2,377.8 million in 2015s@ldecreases in remittances occurred due to theenieg of the
euro against the dollar and the economic recessi@pain, which represented 14.4% of all remittartceEcuador.
In 2016, remittances increased to U.S.$2,602.0anillepresenting an increase of 9.4% from remittarin 2015.
This increase in remittances is due to the econaituation of the main countries where Ecuadorlasirsg abroad
reside, including the United States, Spain ang,l&ihong others and also to the response of Eciaadmigrants to
the Pedernales Earthquake.
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The following table sets forth information regarmglithe Republic’s balance of payments for the peariod
indicated.

Annual Balance of Payment
(in millions of U.S.$)

2012 2013 2014 2015 2016
CUITENE ACCOUNE ... -165.7 -923.3 -522.9 -2,114.0 1,418.6
Trade DalanCe........c.oovueeeeeeeeeeeceeeeeeeee e 49.9 -528.6 -63.5 -1,649.8 1,569.9
EXPOrts (FOBY ..o 24,568.9 25,586.8 26,596.5 19,048.7 17,428.0
Petroleum and derivatives .............c.cccecmnn. 13,792.0 14,107.2 13,275.5 6,660.1 5,459.2
NoN-petroleum ..........cccooeeviieieiccmee e 9,972.8 10,643.7 12,448.9 11,670.6 11,338.5
Non-registered commerce and other exports 804.1 835.9 872.0 718.1 630.3
IMPOrtS (FOB) ....occoviiiiieieieieie et -24,518.9 -26,115.3 -26,660.0 -20,698.5 -15,858.1
SOIVICES oo -1,394.3 -1,419.6 -1,170.7 -805.2 -1,054.2
Rendered services (credit) .......cccveeversennene 1,804.0 2,041.4 2,346.3 2,391.3 2,139.9
Transportation 408.7 435.8 437.0 444.3 409.8
Travel 1,032.5 1,246.2 1,482.1 1,551.4 1,443.6
Other 362.8 359.4 427.1 395.7 286.4
Rendered services (debit) -3,198.4 -3,460.9 -3,517.0 -3,196.6 -3,194.1
Transportation -1,708.4 -1,708.9 -1,743.9 -1,510.1 -1,238.3
Travel -610.6 -622.5 -634.6 -638.6 -660.7
Other -879.4 -1,129.5 -1,138.5 -1,047.8 -1,295.0
INVESEMENE INCOME. oo -1,301.5 -1,374.0 -1,552.8 -1,736.7 -1,877.4
INlOWS (Credit) .....oceeeeeieiiieie e 104.9 112.6 120.7 140.3 161.4
Outflows (debit) -1,406.4 -1,486.6 -1,673.5 -1,877.1 -2,038.9
Employees’ remuneration - -8.4 -9.8 -11.4 -13.5 -14.4
Direct investment income .........c.ccccvvecueenne. -674.4 -680.5 -663.2 -598.1 -458.1
Portfolio investment income............cccccevee.. -64.0 -63.7 -143.2 -230.9 -300.7
Other o e -659.6 -732.6 -855.6 -1,034.6 -1,265.7
NEE HFANSTELS oo 2,480.2 2,398.8 2,264.1 2,077.8 2,780.3
Emigrant remittances .........ccccoeviiiimemeee e 2,466.9 2,449.5 2,461.7 2,377.8 2,602.0
Capital and financial acCOUNt..........c..c..coevvevervevereans, -513.6 2,914.5 3230 590.3 -121.6
Capital CCOUN «.......cvvveeeeeecee e, 1215 66.1 66.8 -69.1 -813.8
Financial CCOUNt ............ovovevieiereees e -635.1 2,848.4 256.2 659.4 692.3
Direct Investment .........ccccoveveeeieeiiceeemee e 567.5 727.1 772.3 1,322.0 744.0
Portfolio Investment ...........ccccocvveeviecmeere e, 66.7 -909.8 1,500.4 1,473.4 2,200.9
Other INvestmMent ..........cccceveeeeiiieveeeecce s -1,269.3 3,031.1 -2,016.4 -2,136.0 -2,252.7
Errors and OMiSSIONS........c.voveveeereesesamereeeeereeessesens 97.4 -145.3 -224.6 35.2 -90.3
Total balance of payments..............ccccevecuruevasverecenn. -581.9 1,845.9 -424.5 -1,488.4 1,206.7
FINANCING ..vecveveeceeeeeeeeeee e eeemee e 581.9 -1,845.9 424.5 1,488.4 -1,206.7
International ReServé® ..............cocovveevureveeenne. 475.1 -1,878.0 411.5 1,453.1 -1,762.9
IMF 10ANS ....iiiecieccieecee e et - - - - 365.2
Exceptional Financing, M8t ...........c.ccocovuevvrvvimm 106.8 32.1 13.0 35.3 191.0

Source: Based on figures from the Central Bank 2Q@érterly Balance of Payments Bulletin for the FhuQuarter of 2016Balance of
payments data is published by the Central Bankrmoarmual and quarterly basis

(1) Figures differ from “Exports-(FOB)” charts and “R&DP by Expenditure” chart due to the inclusiomoh-registered commerce and “other
exports.” “Non-registered commerce” includes goadsich for some reason are not registered by ousto Ecuadorian customs may not
register commerce under various situations inclgdiut not limited to, delays in the submissioregport forms, false declarations, different
statistical treatment in the country with which Bdor has engaged in trade, sales of contrabandyrameltrade. “Other exports” includes
exports of goods for processing, repair of goodsdg acquired in ports through various transpamateans and non-monetary gold.

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

(3) Data refers to the refinancing of existing debtaficing necessary for repayment of arrears, amslpeocured for the purpose of financing the
balance of payments.
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Quarterly Balance of Payment®
(in millions of U.S.$)

For the Quarter Ended,

September 2015 December 2015 September 2016  December 2016

(in millions of U.S. dollars)

CUITENE ACCOUN e vmeeens e eee 470.1 4747 270.0 264.3
Trade balanCe. ............o.oceueveeeceeeeeceeeeeeee e eeeeeeeeee e -363.1 -318.7 368.3 334.7
EXPOrtS (FOBY? . ... eenems s 4,614.2 4,254.5 4,399.6 4,781.8
IMPOIS (FOB) ..ottt emeeee et -4,977.3 -4,573.2 -4,031.2 -4,447.0
SEIVICES. . vueeiiieeeeteee sttt stness e eneenen -1434 -204.0 -298.5 -298.9
Rendered services (Credit) .......ccoveeiemveeneneenieneene 617.5 587.1 539.5 542.6
TranSPOrtation .........ceceeiveerieeiienieeeee e 117.1 113.0 108.7 107.3
TFAVEL ...t 397.5 382.1 364.2 372.3
102.8 92.0 66.6 62.9
Rendered services (debit) -760.8 -791.1 -838 -841.5
TranSPOrtation .........cceceeivierieriienieeeee e -372.9 -336.0 -327.2 -329.5
TFAVEL.c..eiiiiee e -159.5 -161.2 -181.4 -159.0
Other .. -228.4 -293.9 -329.3 -353.0
INVESIMENt INCOME..........cvvreceieeceeeeeecee e eeeeeenee e 450.9 492.9 -447.9 -478.6
Inflows (credit) .... 32.6 39.9 42.5 43.0
Outflows (debit) -483.5 532.1 -490.4 -521.6
Employees’ remuneration ............cc..covumreeeeene. -3.1 -3.4 -3.0 -3.5
Direct investment iNnCOME............cccvveversmmnieniene -480.4 528.7 -487.4 -518.1
NEL LrANSTEIS.....ocvevevieieeeeeeee e ee e, 487.3 540.2 648.1 707.1
Emigrant remittances .........ccooeveirimmeeie e 616.3 635.8 666.4 671.4
Other transfers.........coooviieiie e 62.8 110.9 274.1 185.5
Outgoing transfers ........ccoceveieeiiiieeeee e -191.8 -163.6 -292.3 -149.9
Capital and financial aCCOUNt .............ccccocuevrceemerceenannn. 747.7 612.3 462.6 -400.0
Capital ACCOUNL.........cuvevceeeeeeeeeeeeeeeee e eeeeeee s seenen 15.5 -118.8 17.7 18.2
Financial ACCOUNE .........c.ceveveveieierereeeeeeee e ceeneeae e -763.2 493.4 444.8 -418.2
Direct Investment 259.4 782.6 125.1 301.4
Portfolio Investment 289.2 -363.7 1,651.6 784.9
Other INVESTMENt .......oooiiiiiiii et 1,311.9 912.3 -1,331.9 -1,504.5
Errors and OMISSIONS..........c.c.vcuevcerueeeeceeseeeceeeesceeeeeaeeeneee -20.7 64.6 -69.6 -84.3
Total balance of payments..............ccccuevveeuemeeeeeeeeereeienen -1,238.5 -1,022 663 -220
FINANCING ...vcvvvveieee e enes s aeaeaeaa 1,238.5 1,022 -663 220
International Reservés . 1,227.6 1,015.6 -1,039.2 214.1
IMF 10ans ......ccccoeeviennenne. - 365.2 0
Exceptional Financing, nét..............co.cocoovvvvemeeennn. 10.9 6.8 11.0 5.9

Source: Based on figures from the Central Bank 2Q@érterly Balance of Payments Bulletin for the RhuQuarter of 2016.

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

(2) Figures include “non-registered commerce” and “piveports” and therefore differ from figures inckdlin “Exports-(FOB)” and “Real
GDP by Expenditure” tables. “Non-registered conueérincludes goods not registered by customs fasoas such as delays in the
submission of import or export forms, falsely deethgoods for import or export, different statiatitreatment of goods in the origin or
destination country, undeclared imports or exp¢res, contraband), and arms trade. “Other expartsludes exports of goods for
processing, repair of goods, goods acquired allvgathnsportation companies and non-monetary gold.

(3) Data reflects changes in International Reservesrevhegative numbers indicate an increase in latiemal Reserves and positive numbers
indicate a decrease.

(4) Data refers to the refinancing of existing debtaficing necessary for repayment of arrears, antslpeocured for the purpose of financing
the balance of payments.
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Current Account

In 2012, the oil exports continued to improve doi¢hte increasing price of petroleum. Exports insesl
by 6.5% in 2012 and contributed to a reduced dedicl.S.$168.4 million, a 58.9% reduction companéith 2011.

In 2013, the current account registered a deficl).&.$923.3 million (0.97% of GDP), which was part
due to the result of lower services and investniezdme balances and primarily a result of a deer@ashe trade
balance due to an increase of imports. The cumeonbunt deficits were financed by external detot]uiding
Chinese bilateral credits. In 2014, the currerdoant improved and registered a deficit of U.S.$52aillion
(0.51% of GDP), which was the result of an increms@on-petroleum exports. The current accountZot5
resulted in a deficit of U.S.$2,114.0 million (2%20f GDP) caused by the decrease in the price wblpem
exports. The current account for 2016 resulted gurplus of U.S.$1,418.6 million (1.5% of GDP) cadidy the
surplus in the trade balance and the surplus intragsfers. The current account for the fourth tpiaof 2016
resulted in a surplus of U.S.$264.3 million (0.3%4®P) a decrease compared to the U.S.$474.7 mi{lcb% of
GDP) surplus in the fourth quarter of 2015.

Although the levels of imports increased from 2842014, the rate of increase declined over thiseth
year period due to the Republic’s promotion of dsticegproduction. In 2012, imports increased by/#d &mpared
to the previous year, increased slightly to 6.5%2@13 and declined to 2.1% in 2014. In 2015, ingpdotaled
U.S.$20,698.5 million, compared to U.S.$26,660 iorillfor 2014 registering the first decrease in fiaeels of
imports in the past five years. This decrease énl¢lrel of imports was due to budget adjustmerds lthited the
amount of investment to be used in the purchasenpbrts. In 2016, imports continued decreasinglitaja
U.S.$15,858.1 million, a 23% decrease compareché¢oprevious year. This decrease was principally ua
decrease in the price of crude oil and a decraagmports of fuel and lubricants. The trade balaremgstered a
surplus of U.S.$49.9 million in 2012, an increaserf a deficit of U.S.$302.6 million in 2011. Thepus was due
to the increase in petroleum exports coupled witghreduced rate of growth in imports as compardtdqrevious
year. The trade balance registered a deficit of$588.6 million in 2013 due to the increase in im@drom the
previous year. In 2014, the trade balance regtardeficit of U.S.$63.5 million. Increased shrieyports for the
period contributed to this reduction in the deficin 2015, the trade balance registered a deficly.S.$1,649.8
million, which was the result of lower revenuesnirpetroleum exports as a result of the declinédénprice of oil.
In 2016, the trade balance resulted in a surplud).&.$1,569.9 million, an improvement compared he t
U.S.$1,649.8 million trade balance deficit in 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. Althoughere was a negative services balance from 2012015,
general increases in travel and transportationcgs\contributed to a decrease in the deficit. 3érgices balance
registered a deficit of U.S.$1,419.6 million in 30A U.S.$25.3 million increase from 2012. Thigréase was the
result of an increase in the amount of servicesleae contracted to work on domestic infrastruetprojects. In
2014, the services balance registered a defidit. 8f$1,170.7 million. In 2015, the services baéaimproved to a
deficit of U.S.$805.2 million as a result of an mpement in the rendered services balance. In 20&6services
balance registered a deficit of U.S.$1,054.2 wiéchn increase from the U.S.$805.2 million defafi015 . This
increase was the result of a decrease in the caediunt for rendered services. The investment ircbalance
registered a deficit of U.S.$1,877.4 million in B)Which was an increase from the deficits of UL $6.7 million
in 2015, U.S.$1,552.8 million, U.S.$1,374.0 milliemd U.S.$1,301.5 million in 2015, 2014, 2013 afd2
respectively. The continued increases from 20120b6 are primarily due to an increase in interegtments
related to the increase in bilateral and multiktelebt as well as an increase in the portfolia. Rore information
regarding the Republic’s public debt, see “PublebB-Debt Obligations.”

Remittances, which are primarily denominated in ddlars and Euros, are an important source of net
transfers to Ecuador’s current account. Remittamaereased by 7.7% and 0.7%, in 2012 and 203 ateeely.
Remittances increased by 0.4% to U.S.$2,461.7anmillh 2014 and decreased by 3.4% to U.S.$2,377l®min
2015. Remittances then increased by 9.4% to U.&&2million in 2016. The year on year fluctuatioor f
remittance levels from 2012 to 2015 reflected th@nemic situation of those countries from which tamittances
were received. In 2016, the majority of remittancase from the United States, Spain and Italy w82%, 26.4%
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and 6.0%, respectively. This increase in remittans due to the economic situation of the maimties where
Ecuadorians living abroad reside, including thetethiStates, Spain and Italy, among others, and taldbe
response of Ecuadorian migrants to the Pedernaldsdtiake.

Capital and Financial Account

The capital and financial account measures valugiio Ecuador’s assets and liabilities againstetodthe
rest of the world (other than valuations from exwel financings). In 2012, the capital and finah@ccount
registered a deficit of U.S.$513.6 million due he et flows of other investments such as tradeitstecurrency,
and deposits. In 2013, the capital and financiabant registered a large surplus of U.S.$2,914IBomiprimarily
due to the net proceeds from the 2024 Bonds. Irb20f capital and financial account registered.$590.3
million, an increase from a surplus of U.S.$323i0ion in 2014. This increase was the result ofreased foreign
investment in 2015. In 2016, the capital and finaraccount registered a deficit of U.S.$121.6 il This deficit
was the result of a deficit in the capital accoaanhsisting mainly of a decrease in outgoing cagitahsfers.
Ecuador experienced an increase in direct invedtfoer2013, where direct investment totaled U.S&I2nillion,
which represents a 28.1% increase from the U.S.$5@illion in 2012. This increase was due to aomitig
investment in Ecuador’s infrastructure, in partéeults electricity and water sector. In 2014 2045, total direct
investment continued to increase to U.S.$772.3anithnd U.S.$1,322.0 million, respectively. Thasgréases were
principally due to an increase in investment in thiming sector. In 2016, total direct investmentréased to
U.S.$744.0 million. This decrease was principalie do a decrease in investment in the manufactanin the
services rendered to businesses sectors.

The investment portfolio showed a surplus of U.8.$6nillion for 2012. In 2013, the investment polith
showed a deficit of U.S.$909.8 million. In 2014dag015, the investment portfolio registered a sigpbf
U.S.$1,500.4 million and U.S.$1,473.4 million, restively. In 2016, the investment portfolio shovaedurplus of
U.S.$2,200.9 million.

International Reserves

Ecuador’s International Reserves, include, amorgroitems, cash in foreign currency, gold reserves,
reserves in international institutions, ateposits from Ecuador’s financial institutions arah-financial public
sector institutions.n 2011, 2012 and 2013, Ecuador’s InternationateRees totaled U.S.$2,957.6 million,
U.S.$2,482.5 million and U.S.$4,360.5 million, restively. In 2015, Ecuador’s International Resertesled
U.S.$2,496.0 million, a decrease from 2014, wheterivational Reserves totaled U.S.$3,949.1 milliohhis
decrease was due to transfers to the Liquidity Fendhe purpose of strengthening the financiabsahet. In
2016, Ecuador’s international reserves totaledS@million, an increase from 2015. This increass primarily
due to loan disbursements, external debt servairighydrocarbon operations.

As of March 31, 2017, Ecuador’s International Resgrtotaled U.S.$3,810 million, an increase from
March 31, 2016, when International Reserves totalesl$2,573 million. This increase was primarilyedw loan
disbursements, including under the IMF financingeaghent described in “The Republic of Ecuador —rificey
Population and Society — Pedernales Earthquaketaaxternal debt servicing.

On May 16, 2014, the Central Bank and Goldman Sadernational (“GSI”) entered into a 3-year gold
transaction in which the Central Bank transfermedhitial amount of approximately 465,619 ouncegaid (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. Upon maturity on @by 20, 2017, the Central Bank received from G8Ireturn of
the total amount of gold that the Central Bankwgkd.

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 lediin terms of
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sectors and export markets. Two of Ecuador’s poaicéxport markets, the United States and the Eampnion,
have been significantly affected by the global ssg@ that began in 2008-2009. From 2012 to 205 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 majoffitgyaiadorian export products. According to exp@FSB) data,
in 2012, 2013, 2014, 2015 and 2016 exports of [mino and petroleum derivatives accounted for apprately

58.0%, 57.0%, 51.6%, 36.4% and 32.5% of total espoespectively. Between 2011 and 2014, non-jgemno

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 decreas@@1b and in the second and third quarter of 2011&, td a
decrease in non-petroleum revenues consisting ynafrdecreases in banana and tuna and fish expladpjte the
increase in oil exports. According to exports (F@RBJa, in 2016, total exports decreased to U.Sr&86million,

compared to U.S.$18.331 million in 2015.

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........cc.ccoeeee 23,082.3 -23,384.9 -302.6
Year Ended December 31, 2012........cc.ccceueeee 24,568.9 -24,518.9 49.9
Year Ended December 31, 2013........cc.cceeueeee 25,586.8 -26,115.3 -528.6
Year Ended December 31, 2014 ...........ccc.e.... 26,596.5 -26,660.0 -63.5
Year Ended December 31, 2015........cc.ccceueee 19,048.7 -20,698.5 -1,649.8

Year Ended December 31, 2016............cccue.e. 17,428.0 -15,858.1 1,569.9

Source: Based on Figures from the Central Bank Bedgeof Payments Quarterly Bulletin for the
Fourth Quarter of 2016.
(1) 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-tariffris to trade.

Until the late 1980s, Ecuador used tariff barriéos protect its domestic industry against foreign
competition. Import duties ranged from zero to29®ith up to fourteen different rates.

In the early 1990s, the Government began to smifily liberalize its foreign trade policy. Asesult of
those reforms, the tariff structure was simplifiad currently consists of a seven-tiered strucf0fe, 3%, 5%,
10%, 15%, 20% and 35%), with levels of 5% for mosiv materials and capital goods, 10% or 15% for
intermediate goods, and 20% for most consumer goddsmall number of products, including plantireeds, are
subject to a tariff rate of zero, while the 35%ftas exclusively applied to the automobile indyst Average tariff
levels were reduced from 29% in 1989 to 6% in 2004.

In 2007, Ecuador introduced the Currency Outflow,Tan exit tax of 0.5% on any currency leaving the
country, which was subject to a number of exemgtioBince December 2007, Ecuador has progressinalyased
the Currency Outflow Tax as a measure to supppdséive balance of trade. The tax acts as a datiah of the
U.S. dollar in Ecuador, thereby making imports mexpensive and fostering local production. In Delser 2007,
Ecuador increased the Currency Outflow Tax to 1% eliminated the applicable exemptions. In Decen2o®9,
the Currency Outflow Tax increased from 1% to 2%l amcluded an exemption for the first U.S.$500 per
transaction. In November 2011, the Currency Owtflax increased from 2% to 5% and included an exiemfor
the first U.S.$1,000 in a 15-day period as longiagiebit or credit card is used in the transacti®ayments of
external public debt and dividends paid to foregirareholders are also exempt from this tax. In62@ke
exemption was raised to U.S.$1,098 and U.S.$5f00@ébit card or credit card is used.
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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 statisuador enforced these tariffs for one year, ireotd restore 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 Sukasigned a U.S.$230 million contract for the
construction of a clinker production plant. Thargl 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 dompstiuction 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 $ecteaal production, including the creation of the
Ministry of Commerce and the enactment of the Pctdn Code, see “The Ecuadorian Economy—Economit an
Social Policies—Production Code.”

On November 11, 2016, Ecuador signed a trade agrgemith the European Union Council. The
agreement will allow Ecuadorian products (includirefing products, bananas, flowers, coffee, codaats, and
nuts) to have greater access to the European markee Ministry of Foreign Commerce estimates ttnas
agreement will increase the Ecuadorian supply ofilganto and from the European Union by 1.6% W®a20. The
trade agreement requires the approval of each efNhtional 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 strengthlirde
arrangements with its primary partners, including:

* Removing regional trade restrictions as a membeALd&DI (a regional external trade association
comprised of Ecuador, Argentina, Bolivia, Brazihilg, Colombia, 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 Remubktance of payments in 2009 as a result of the
global recession;
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» Entering into bilateral trade agreements with Cdian Venezuela and Bolivia that are aimed at
levying uniform tariffs on goods from third parties

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

» Entering into theSistema Unitario de Compensacién Regiofidegional Payment Compensation
Unitary System” or “SUCRE"), with the governmenf®Bwlivia, 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 #®ealf currency for international trade transactions
and

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

Composition of Trade

In 2012, exports continued to grow, although dbeear pace than in 2011. Exports increased 690192
reaching a total of U.S.$23,765 million. Growth2@12 was primarily the result of the increasexpcets of crude
(8%), shrimp (8%) and tuna (and other fish) (26%).

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

In 2014, despite a 3% decrease in crude oil expovesall exports increased with U.S.$25,724 millian
increase of 4%, compared to 2013. The increasepwasrily due to improved banana (11%) and ca&684)
production, as well as a sharp increase in shrixpprés (41%).

In 2015, overall exports fell to U.S.$18,331 mitljca decrease of 29% compared to 2014. This dexrea
was primarily due to a decrease in crude oil exp(F1%), as well as reductions in shrimp expor¥)(8nd exports
of tuna and other fish (18%). The decrease inemitl exports reflected the decrease in the prfcerude oil in
2015.

In 2016, overall exports decreased to U.S.$16,79Bom a decrease of 8% compared to 2015. This
decrease was primarily due to a decrease in crildxmorts (20%), as well as a decrease in cacaorex (10%)
and exports of metal manufacturing (21%). For teeigal of January through February 2017, overalloetep
increased to U.S.$3,140 million, an increase of 3¥hpared to the same period for 2016. This inereesss
primarily due to an increase in crude oil expoft88%), as well as an increase in bananas and plargaports
(19.5%) and an increase in shrimp exports (19%).
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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 - February,
2012 2013 2014 2015 2016 2016 2017
US$ % US$S % US$S % US$S % US$S UWS$S % uss %
Crude Ol ...oeveieieiiiiicceeee 12,711 53.5 13,412 54.2 13,016 50.6 6,355 34.7 5,054 30.1 504 215 1,049 334
Bananas and plantains......... 2078 8.7 2,323 94 2577 100 2,808 153 2,734 16.3 481 205 575 183
Petroleum derivatives........... 1,081 4.5 695 2.8 259 1.0 305 1.7 405 24 39 1.7 86 2.8

1,278 54 1,784 7.2 2513 9.8 2,280 124 2580 154 337 144 400 127
345 15 423 1.7 576 2.2 693 3.8 621 3.7 127 5.4 105 3.4
75 0.3 28 01 24 01 18 0.1 18 01 3 0.1 2 0.1
324 1.4 278 11 296 1.2 258 14 244 15 43 1.8 42 1.3

FIOWETS ...ceoeenn. . 714 30 83 34 918 36 820 45 802 48 174 7.4 186 59
Metal Manufacturing............. 897 38 508 21 519 2.0 510 28 402 24 78 32 63 20
Other produc® ......ooccc....... 4262 17.9 4,470 181 5024 195 4284 234 3,936 234 559 239 631 20.1
TOMAl e 23,765 100 24,751 100 25,724 100 18,331 100 16,798 100 2,342 100 3,140 100

Source: Based on figures from the Central Bank M&@17 Monthly Bulletin (Table 3.1.1).

(1) Total export figures differ with export figures fro‘Balance of Payments” chart and “Real GDP by Exjiteire” chart due to the exclusion of “non-registé
commerce” and “other exports” figures in calculatif total exports in this chart. See footnotef 1Balance of Payment” chart.

(2) “Other products” consist of non-traditional primayd manufactured products, including canned seafaghicles and chemicals.
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The following table sets forth information regarglimports for the periods indicated.

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

January - February,

2012 2013 2014 2015 2016 2016 2017
US$ % US$ % USs$ % USs$ % US$ % USS % USS %

Consumer goods

Non-durable goods. 115 2,997 111 3,014 109 2,695 125 2,140 131 316 121 314 11.0
Durable goods................... 85 2210 82 2230 80 1593 74 1241 76 226 8.6 243 85
Postal traffic.........c..ccceune. 0.7 240 0.9 208 0.8 131 0.6 136 0.8 19 0.7 23 038
Fuel and combustibles...... 5,612 22.0 6,110 226 6,617 239 4,171 194 2632 16.1 403 154 540 189
Primary Materials

Agriculture............coooveeeees 1,059 42 1124 42 1351 49 1,199 56 1112 6.8 156 6.0 178 6.2
Industrial............coceeinnnnne 5796 22.7 6,198 229 6,147 222 5445 253 4501 276 740 283 829 29.0
Construction materials....... 968 3.8 1,010 3.7 1,120 4.0 658 3.1 413 25 64 25 63 22
Capital Goods

Agriculture........cccoevvenenns 121 05 125 05 128 05 144 0.7 117 0.72 18 0.7 18 0.6
Industrial........c.ccccvevrcnne. 4642 182 5,077 188 4,898 17.7 3,948 183 2978 182 507 194 490 17.1
Transportation Equipment 1,969 7.7 1,863 6.9 1,954 7.0 1,471 6.8 992 6.1 157 6.0 155 54
Other . . 46 0.2 67 0.2 60 0.2 63 03 62 04 7 0.3 9 03
Total.ooeeiiiiiiiceea, 25,477 100 27,021 100 27,726 100 21,518 100 16,324 100 2,614 100 2,861 100

Source: Based on figures from the Central Bank M&@17 Monthly Bulletin (Table 3.1.7).
(1) Total export figures differ with export figuré®m “Balance of Payments” chart and “Real GDPHxpenditure” chart due to the exclusion of “noniségred
commerce” and “other exports” figures in calculatif total exports in this chart. See footnotef 1Balance of Payment” chart.

(2) “Other products” consist of non-traditional pary and manufactured products, including cannatbse, vehicles and chemicals.
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Ecuador’s largest trading partners are the UnitateS, the European Union, Peru, Chile, and Colambi
The following table sets forth information regargliine country of destination of the Republic’s expo

Exports - (FOB) by Destination Country®

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

January - February,

2012 2013 2014 2015 2016 2016 2017
US$ % USS$S % US$S % US$ % US$ % US$ % USS$S %
Americas
United States... 44.7 11,043 44.6 11,240 43.7 7,226 394 65,4324 750 32.0 1,120 357
PeruU .o e 84 1901 7.7 1582 6.1 934 5.1 934 5.6 90 3.8 157 5.0
Colombia........ccccoeviirennnne 4.4 912 37 951 3.7 784 4.3 811 4.8 113 4850 1 4.8
Chile..coiiiiiiiiiieeee, 84 2457 99 2328 90 1,138 6.2 1151 69 051 45 184 5.9
Other (Americas). 125 2,126 8.6 2,951 115 1689 9.2 1,752410. 251 10.7 258 8.2
Total Americas................ 78.4 18,439 745 19,052 74.1 11,771 64.208R0, 60.0 1,309 55.9 1,868 59.5
Europe
10.3 3,011 122 2,981 116 2,773 151 283891 457 195 505 16.1
2.1 416 1.7 431 1.7 326 1.8 461 2.7 61 2.6 971 3
0.7 170 0.7 176 0.7 166 0.9 139 0.8 21 0.9 268 0
1.6 411 1.7 526 2.0 549 3.0 531 3.2 99 4.2 795 2
1.9 777 3.1 525 2.0 484 2.6 547 3.3 80 3.4 898 2
41 1237 50 1323 52 1249 68 1,153 6.9 1968.4 215 6.9
Rest of Europe...........c....... 947 40 1,097 44 1072 4.2 903 50 9025 54 166 .1 7183 5.8
Total Europe......ccccceueue. 3,392 143 4,108 16.6 4,053 158 3,676 20.1 3,73222 623 26.6 689 21.9
Asia
Talwan ......ccceeeveieiieeees 6 0.0 8 0.0 7 0.0 6 0.0 9 01 1 0.0 3 01
Japan ... 657 2.8 572 23 326 1.3 331 1.8 22 19 46 2.0 816 2.
China....c.cooeoeeiiiiececeees 392 1.6 564 2.3 485 1.9 723 3.9 656 3.9 77 3.3 144.6
South Korea........cccoceeenee. 40 0.2 45 0.2 57 0.2 173 0.9 83 05 7 0.3 18 0.6
Other countries.................. 483 2.0 864 35 1558 6.1 1475 80 1,775 10.6 2490.6 322 0.2
Total Asia......ccccevveeeenne. 1578 6.6 2,053 83 2433 95 2,708 148 2,842 16.9380 16.2 567 18.1
AFTICA o 110 05 99 04 122 05 105 0.6 65 04 13 0.5 62 0.
OceaNia.....ccceeeeeieieiesiesien 31 0.1 39 0.2 45 0.2 51 0.3 52 03 7 0.3 10 0.3
Other countries..........c.ccc.e... 17 01 13 0.1 19 01 20 0.1 21 01 11 0.5 1 00
Total.ooeeeieeeeee 23,765 100 24,751 100 25,724 100 18,331 100 16,7980 2,343 100 3,140 100

Source: 2012 figures based on figures from the @eBank December 2015 Monthly Bulletin (Table 8)12013, 2014 and 2015 figures based on figuremfthe Central Bank

March 2017 Monthly Bulletin (Table 3.1.5).

(1) Total export figures differ with export figures fro“Balance of Payments” chart and “Real GDP by Exfitaire” chart due to the exclusion of “non-registe commerce”
and “other exports” figures in calculation of togports in this chart. See footnote 1 of “Balant®ayment” chart.
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The following table sets forth information regamlithe country of origin of the Republic’s imports the
periods presented.

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

January -
February,
2012 2013 2014 2015 2016 2016 2017
Americas®
MEXICO ...ttt 896 963 967 656 491 65 79
United States ......ceeeeiiieieie e 6,802 7,755 8,751 5,806 4,117 779 732
Central America 94 107 104 96 95 15 15
South America and the Caribbean
480 415 501 235 218 18 58
929 871 863 712 672 105 131
31 110 114 183 192 35 30
2,198 2,288 2,201 1,766 1,421 205 255
628 628 583 551 478 63 68
1,601 1,765 1,442 1,022 889 55 107
1,130 1,118 1,024 789 689 118 108
Rest of Americas and Caribbean.............comereeen. 1,091 676 678 520 368 64 64
TOTAL AMERICA oot 15,880 16,697 17,227 12,335 9,630 1,520 1,646
Europe
GEIMANY ...ttt emee s 592 578 578 497 398 62 67
284 292 326 344 258 44 38
613 738 618 430 357 54 91
UK e eee et 486 341 151 87 51 7 9
Rest Of EU ....oceoiiiiiieiieeee e 939 961 1,315 1,126 793 118 212
Rest Of EUrOPE......coiiiiieieie et 361 301 302 313 313 60 48
TOTAL EUROPE .....ccccooiiiiiiim 3,275 3,210 3,288 2,796 2,170 342 462
Asia
2,829 3,476 3,613 3,266 2,549 414 429
732 599 574 478 293 54 51
193 205 213 182 123 23 19
796 1,008 902 792 526 101 79
1,363 1,442 1,548 1,431 783 128 142
TOTAL ASIA e, 5,913 6,731 6,851 6,148 4,275 720 719
Postal Traffic and regions excluding the
Americas, Europe and ASia.............ccceveveruevmmemnnnrn, 409 383 360 239 249 32 35
TOtaAL e 25,477 27,021 27,726 21,518 16,324 2,614 2,861

Source: 2012 figures based on figures from the @éBank December 2015 Monthly Bulletin (Table 8)12013, 2014, 2015 ,2016 and 2017
figures based on figures from the Central Bank Ma2617 Monthly Bulletin (Table 3.1.9).
2) Canada included in Rest of Americas and Caghbe

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 292983. Generally, foreign investors enjoy the saiglats
Ecuadorian national investors have to form comankeoreign investors may own up to 100% of a lessirentity
in most sectors without prior Government approsal] face the same tax regime.
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Currency transfers overseas are unrestricted w#hact 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 pé&ton
exploitation and development in Ecuador must beiezhiout under contracts with the Hydrocarbons &ediat of
Ecuador.

Direct foreign investment reached U.S.$567.5 millio.S.$727.1 million, and U.S.$772.3 million, 612,
2013 and 2014, respectively. Direct foreign invesimin 2015 reached U.S.$1322.0 million, the largesount
from 2012 to 2015. Direct foreign investment inl@0reached U.S.$744 million. In 2016, the petrolezaator
represented the largest percentage of direct forggestment with 64.4% of all investment. Commeesand
transportation, storage and telecommunicationsevi@t representing 14.3% and 5.10% of direct foreigastment,
respectively. In 2016, direct foreign investmezdched U.S.$744.0 million, a decrease compardett)1S.$1,322
million in 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)

2012 2013 2014 2015 2016

U.Ss.$ % U.Ss.$ % U.Ss.$ % Uu.s.$ % Uu.Ss.$ %
Agriculture, forestry, hunting and
fIShING oo, 17.9 3.1 20.8 29 38.9 5.0 67.8 5.1 41.8 5.6
Commercey.........oooiiiiem e, 83.3 147 1103 152 1485 19.2 1729 131 1066 .314
CONSIUCHON.....coviiiiieciee e 31.6 5.6 69.2 9.5 4.7 0.6 6.8 0.5 29.7 4.0
Electricity and water ..........ccccocveiueicem. 46.4 8.2 29.2 4.0 -4.7 -0.6 61.8 4.7 1.2 0.2
Petroleum? ..o, 224.9 39.7 2529 348  685.6 88.8 550.8 424 4791 446
Manufacturing .......c.cccoeeeveeneeniecnseeene 135.6 23.9 137.9 19.0 107.7 14.0 2641 20.0 36.8 9 4.
Social and personal services 1.7 0.3 -2.3 -0.3 141 1.8 -10.8 -0.8 -10.1 -1.4
Services rendered to businesses........ 39.5 7.0 117.7 16.2 24.4 3.2 2432 184 20.9 2.8
Transportation, storage and
telecommMUNICAtIONS. ............eveeerreereeenns -134 2.4 85 -12 2470 320 436 _-33 _ 380 5.10
Total.eooeeeccee e 567.5 100 727.1 100 772.3 100 1,322.0 100 744.0 100

Source: Based on Figures from the Central Bank Begeof Payments Quarterly Bulletin for the Fourtha@er of 2016.
(1) Commerce includes investment in commercial infrastire 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 pripiiteing 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 disputelsiting to international agreements to be resolwed regional
(Latin American) forum; and preventing disputeswesn the Republic and private companies from betgmi
disputes between sovereigns. These principlesmaterialized in the enactment of the Production éCqdee
“Economic and Social Policies—Production Code”k ttreation of the MICSE anBicuador Estratégican the
procurement of foreign investment (see “The EcuadoEconomy—Strategic Sectors of the Economy”), and
Article 422 of the Constitution, which sets paraengtfor disputes relating to international agreesien
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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 @érBank. Management of these accounts primanilylives
transfer operations between entities, includingnfithe Government to other entities, and transferactounts in
other banks, both foreign and domestic. The CeB@aak is also the central coordinator of the paytrsgy/stem.
All domestic banks conduct their clearing operagitirough the Central Bank, and also use the baiold their
liquidity reserves. In addition, the Central Bamknitors economic growth and economic trends. dam@plish
this task, it has developed statistical and researethodologies to conduct analyses and policymatendations
on various economic issues.

The functions of the Central Bank were sharply ceduas 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 policyhe Ecuadorian
Economic Transformation Law, which made the U.3laddéegal tender in Ecuador, provided for the CahBank
to exchange, on demand, sucres at a rate of 2506@s per U.S.$1. The law also prohibited thetr@eBank
from incurring any additional sucre-denominatediliies, and required that the Central Bank redeseriere coins
and bank notes for U.S. dollars.

Pursuant to the 2008 Constitution, the role of@eatral Bank has changed further in that its attthand
autonomy have decreased. Currently, the main ibmtof the Central Bank are to execute Ecuadodsetary
policy, which involves managing the system of paptaginvesting International Reserves, managinditfuidity
reserve, and acting as depositary of public fumibas a fiscal and financial agent for the Republitie Central
Bank also sets policy and strategy design for natialevelopment, executes the Republic’s macroenamo
program, and maintains financial statistics, whigtublishes in monthly bulletins.

On January 16, 2013, the Central Bank named Dieguiivez 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 comgnlisof 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 GeManager
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 braséche€Cuenca and Guayaquil.

The Monetary and Financial Law also establishesréie and structure of public banks, including the
Government-ownedBanco de Desarrollo del Ecuador B.Rhe “Development Bank”), formerly denominated,
Banco del Estado Since 1979, the role of the Development Bankldess to finance Government investment and
infrastructure projects through loans to municipedi and provinces and to grant loans to munidipaliand
provinces. From January 1998 to January 2017Etuadorian Development Bank made a total of U.S6#381
million in disbursements to Ecuador’s Autonomousé&#ralized Governments.

The Republic is not currently under a structurakagent, such as a stand-by or similar agreeméiht, w
the IMF or similar international multilateral instiions. The Executive Board of the IMF approvedisbursement
of approximately U.S.$364 million for the Republiader the IMF rapid financing instrument. The finil
support was granted to the Republic in order toengkfor financial shortfalls and finance recondians resulting
from the Pedernales Earthquake. IMF announceditlaadial support in July 8, 2016 by a press releesieh is
available on the IMF website. The IMF disbursed th8.$364 million loan through a single, upfrorstairsement
with no conditionality. Ecuador received the funaogler the IMF rapid financing instrument. The farfcbm the
IMF financing arrangement contributed to the ineee@ international reserves from March 31, 2018&wch 31,
2017. On July 8, 2016, the Executive Board of € toncluded its annual Article IV consultation vEEcuador.
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On January 8, 2016, the Central Bank issued U.8.%i@lion in bonds governed by Ecuadorian 1avhe
bonds were issued to several of Ecuador’s munitigmlas payment for value added tax amounts owetthe
municipalities by the Government as well as forrpagt to third party contractors with which Ecualdad accounts
payable.

On January 16, 2017, the Ministry of Finance ewtareo payment agreements for around U.S.$786
million with representatives of the Autonomous Decalized Governments to arrange for payment ofatneunts
owed to them.

On November 24, 2016, the Monetary and FinancifityPand Regulation Board issued Resolution No.
302-2016-F amending Resolution No. 273-2016-F hyeasing from 2% to 5% the reserves that financial
institutions with more than U.S.$1 billion in assetre required to hold at the Central Bank. Tksolution is
expected to reduce the liquidity of these finangiatitutions’ Central Bank deposits by approxinhatd.S.$750
million.

Financial Sector
Supervision of the Financial System

The financial sector consists of various finandrdtitutions, 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 Ratijon 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 othéministrative matters, (3) insurance and re-gusce companies,
and (4) the securities markets. In addition, tloen@ittee of Monetary and Financial Policy Regulatfwovides
general oversight and regulation for the finansigtem, including the Central Bank, the Superirtehdf Banks,
COSEDE, the Liquidity Fund, and private banks.

The Ecuadorian financial system is composed ofGé&etral Bank, private commercial banks, cooperative
banks, and several state development and stateddvans.

The Monetary and Financial Law permits the esthbient of universal banks (banks that can offer all
types of banking services), and provides for theakdreatment of foreign and domestic financialtitngons.
Ecuadorian financial institutions may, with autization from the Superintendent of Banks, estalftisbign offices
and invest in foreign financial institutions. Figre subsidiaries of Ecuadorian financial institnsomust also
conform to the guidelines established by the Mayetad Financial Law, in order to promote prudesing and
investment policies, and ensure financial solvenBgach year, external auditors must provide opisigarding
capital adequacy, concentration of loans, intedestebtors, and asset classifications on both umtiolased and
consolidated bases for all banks. The Republicstrastured its guidelines under the Monetary aindricial Law
S0 as to be consistent with the banking supervigiadelines established by the Basel Committee ankBig
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 secuipiddisies of the
country. The committee replaces existing regujatmodies, and also serves as an overall supervisody to
oversee the activities of the Republic’s finaneatities, including supervisory agencies such asShperintendent
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:
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» the oversight and monitoring of the liquidity requments of Ecuador’s financial system, with the
objective of ensuring that liquidity remains aba@egtain levels (to be determined by the Commitfee o
Monetary and Financial Policy Regulation);

» 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 privimians.

Since the crisis in the banking system during #ite 1990s, during which a number of banks became
insolvent, the Superintendent of Banks has workethmprove banking supervision standards. Sincel2@te
Superintendent of Banks has reformed the regylétamework for banking supervision.

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

* Programs for regulatory on-site audits and periodjgorting requirements. These are published in
national newspapers, with the intention of ensutirvag banks comply with regulatory standards;

» Uniform accounting risks for the financial system;

» Liquidity risk, which derives from the incapacity financial institutions to cover their liabilitiesnd
other obligations when due, in both local and fgneturrency;

» Evaluation of market risk based on interest ratk, nivhich refers to the potential losses of nebine
or in the capital base, due to the incapacity efitistitution to adjust the return on its produetassets
(loan portfolio and financial investment) with tfectuations in the cost of its resources produogd
changes in 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;et
regulations impose reserve requirements basedskrcategories and type of financial assets. Thegairements
have been introduced to bring them in line witfeinational standards, and to increase the avenag#ygof the
financial system’s loan portfolio. As of March 34017, the majority of banks in Ecuador are in cliamge with
Basel Il. To date, no time limit exists for thengaliance of financial institutions with Basel llipciples.

The following table sets forth information regamlirthe risk categories and Loan-loss Reserve

requirements currently in force pursuant to ResmtulNo. 209-2016-F, of February 12, 2016, promuddalty the
Committee of Monetary and Financial Policy.
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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

Al 0 0 0 0 1%

A2 1-15 1-8 1-30 1-8 2%

A3 16-30 9-15 31-60 9-15 3% - 5%

Bl 31-60 16-30 61-120 16-30 6% - 9%
B2 61-90 31-45 121-180 31-45 10% - 19%
C1 91-120 46-70 181-210 46-70 20% - 39%
Cc2 121-180 71-90 211-270 71-90 40% - 59%
D 181-360 91-120 270-450 91-120 60% - 99%
E +360 +120 +450 +120 100%

Source: Superintendent of Banks as of January 2017.

(1) Ecuador subdivides Categories A, B, and C intocatlegories. However, categories in chart are siegifor ease of
presentation.

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

(3) Classified, with respect t(a) retail microcredit, as loans up to U.S.$1,08) microcredit simple accumulation, as loans from
U.S.$1,000 to U.S.$10,000, and (c) microcredit eatéal accumulation, as loans in excess of U.S.$00,8@rsons with annual
sales equal to or less than U.S.$100,000, or grotilghders guaranteeing or financing small scadelpction or
commercialization are eligible for microcredit I@an

The following table sets forth information regamlitpans of the banking system by risk categoryfas o
December 31, 2016.

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

As of December 31, 2016

Category Commercial loans Consumer loans Mortgage loans Small business
A 78.8 92.7 93.2 96.2
B 16.0 1.9 1.6 1.8
C 4.1 1.6 1.3 0.6
D 0.6 0.8 0.7 0.7
E 0.5 3.0 3.2 0.7
Total 100 100 100 100

Source: Superintendent of Banks as of Decembe§.201
(1) Banks must hold 65% of deposits in Ecuador.

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 resbrtmany countries, the central bank acts aetider of last resort.
Due to Ecuador’s Dollarization Program, howeveg Republic’s lending capacity was limited to thendo de
Liquidez del Sistema Financiero Ecuatoriafthiquidity Fund”). President Correa’s adminidica believed that
the lack of a strong lender of last resort incrdabe risks to the financial system, and decrebigality 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 framevworkhe banking sector. These four tiers are desdrbelow.

Lender of Last Resort

In accordance with the Financial Safety Net Lawicllwas designed to strengthen the Liquidity Fuhd,
Liquidity Fund acts as the lender of last resort gavate financial institutions. As of Decembet, 2016, the
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Liquidity Fund consisted of approximately U.S$2,4%@lion , an increase compared with December 311,52
when the Liquidity Fund amounted to U.S.$2,233iomill Of the U.S.$2,458 million in the Liquidity Rd at the
end of December 31, 2016, U.S.$2,391 million cqoesled to private financial institutions and U.S.$Aillion

corresponded to popular and solidarity financiadtitations consisting of segments from society udolg the
community, voluntary, and cooperative sectors. sThecrease was due to contributions from privatgupar and
solidarity financial institutions as well as to golio investment returns.

The Liquidity Fund is overseen by the Superintemn@énhe Banks and administered by the Central Bank
The assets of the Liquidity Fund are subject teeseign immunity and cannot be subject to attachrokahy 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, depasits assets can be excluded from the balance cheétoubled
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 consiststhe COSEDE. The COSEDE is the successor to the
Deposit Guarantee Agency, which was previouslyaesiple for insuring the accounts of depositor&auador’s
banking systems. In December 1998, the AGD waatetdeas a response to the banking crisis byLtede
Reordenamiento en Materia Econémica en el Arealiaitio-Financiera(“Law Reorganizing Economic Matters in
the Tax and Finance Areas”). The AGD had a duia: 1to oversee the amounts the Republic deposittéd the
Central Bank in order to protect depositors, anldeip restructure banks in liquidation.

In December 2009, the AGD closed. The net asgdtsecAGD were then temporarily transferred to the
Ministry of Finance and to COSEDE and thereaftendferred to the CFN, a separate Government itistitu The
Deposit insurance administered by COSEDE had ae$éisS.$453 million, U.S.$622 million, U.S.$798Ilain,
U.S.$1,009 million, U.S.$1,236 million as of Decenit81, 2011, December 31, 2012, December 31, 2013,
December 31, 2014, and December 31, 2015, resphctivAs of December 31, 2016, COSEDE had assets of
U.S.$1,410 million. As of January 31, 2017, COSEb&d assets of U.S.$1,426 million, an increase from
U.S.$1,253 million as of January 31, 2016.

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 bankingitimon.
COSEDE insures deposits of up to U.S.$32,000 peouat, whereas the AGD guaranteed accounts witlicpub
resources without limit. Pursuant to the Finan8iafety Net Law, banks are required to contribat€©SEDE an
amount determined annually in accordance with thtal tamount of deposits held. Under the Monetarg a
Financial Law, deposits in the COSEDE are subjedavereign immunity and cannot be subject to lattent of
any kind.

Superintendent of Banks

Under the fourth tier of the Financial Safety Ldle Superintendent of Banks is authorized to irsgr¢he
capital and reserves requirement of banking irt&tits.
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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 December 31, As of January 31®
2012 2013 2014 2015 2016 2016 2017
Banks 26 26 24 22 23 22 23
National banks...........cooeeviiiiiiinieennnen, 25 25 23 21 22 21 22
Private. ......coooeviiiniicec e, 24 24 22 20 21 20 21
Government-owned banks............. 1 1 1 1 1 1 1
Foreign banks........cc.coooviivininiinianne. 1 1 1 1 1 1 1
Other financial entities...........c.c.cocvveviennnen. 57 57 54 41 37 41 37
Savings and loans associatibhs............. 39 39 37 24 25 24 25
Small lending institutions...................... 4 4 4 4 4 4 4
Financial institutions..............c..cccevevnnee. 10 10 9 10 5 10 5
Public banks ........cc.cooiiiiiiiin 4 4 4 3 3 3 3
Insurance companies 44 44 40 39 n/a n/a n/a
Insurance companies............coeuveenenne. 42 42 38 37 n/a n/a n/a
Reinsurance companies...................... 2 2 2 2 n/a n/a n/a
Credit-card issuing entities 2 2 2 1 1 1 1
TOtAl e 129 129 120 103 61 64 61

Source: Superintendent of Banks as of January 2017

(1) Savings and Loans Associations includeGbeperativas de Ahorro y Credito de Primer Pisd, Siegmento 10n February 13, 2015, the
Committee of Monetary and Financial Policy passeddfution 038-2015-F, which set out parameterghferdivision of savings and
loans associations into 5 categories, setting tinemmm threshold for inclusion in Category 1 atiges 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 Compaisa®ot available for December 31, 2016, Januan?816 and January 31, 2017 and is
not included in the total number of financial itistions as of such dates.

Banking System
Overview

As of December 31, 2016, the Ecuadorian bankintesy$iad a total of 22 banking institutions, of whic
one was a foreign-owned bank and one was a stateebwank. The decrease in the total amount of ibgnk
institutions and other financial entities, excluglinsurance companies, from 64 in 2015 to 61 in62@1he above
chart reflects a decrease in the number of fin&mtstitutions. Total assets of the banking sysieomreased from
U.S.$23.9 billion in 2011 to U.S.$33.6 hillion i24. As of December 31, 2016, total assets forbireking
system totaled U.S.$35.6 billion, an increase o8%bsince December 31, 2015. This increase ihast®ets is due
to an increase in available funds of U.S.$2.2diillin 2016. Total assets of the banking systemeased from
U.S.$31.2 hillion as of January 31, 2016 to U.S.838llion as of January 31, 2017, an increase2l%. This
increase was principally due to an increase ifdhae portfolio of U.S.$1.7 billion.

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

As of December 31, As of January 31,
2011 2012 2013 2014 2015 2016 2016 2017
Total assets (in billions of U.S. dollars)... 23.9 27.9 30.7 33.6 30.9 35.6 31.2 35.0
Non-performing loan§’ (as % of total
[0@NS) coiiiiiiiiieiie e 0.99% 1.24% 1.18% 1.33% 1.45%1.34% 1.64% 1.37%

Source: Superintendent of Banks as of January 2017.

(1) Non-performing loans are classified by ecormsdctor. Commercial non-performing loans aresifi@sl as loans 31 days overdue,
consumer non-performing loans are classified asdd® days overdue, real estate non-performingslaas classified as loans 61 days
overdue, and microcredit non-performing loans dassified 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)

Total Time and Annual growth
Demand Deposits rate of Time and
[6h)

Demand Deposits  Time Deposits Demand Deposits

December 31, 2012.......cccvevevivneieiii e 15,992 5,921 21,913 18%
December 31, 2013 ......ccoeviiiiiieeeeii e 17,619 6,631 24,251 11%
December 31, 2014 .......coeveiiieieeeii e 19,014 7,861 26,875 11%
December 31, 2015.......cccoeiiiiveieiii e 15,889 7,402 23,291 -13%
December 31, 2016 ........cceeevvvnnieiinieenenes 19,166 8,309 27,475 18%
January 31, 2016.......ccccuvuiiiiiiiiiiieeaee s 16,013 7,558 23,571 -9.0%
January 31, 2017 ........cccuuuiiiiiiiiiiieeaaeees 18,553 8,236 26,789 13.7%

Source: Superintendent of Banks as of January 2017.
(1) Total does not include reported operationsrantee deposits and restricted deposits.

Banking deposits, primarily composed of demand digpaand time deposits, constitute the principal
source of financing for the banking system. Froet@&nber 31, 2012 through December 31, 2015, iotel and
demand deposits increased 6.3%, from U.S.$21,91i8mio U.S.$23,291 million. As of December 3015, time
and demand deposits totaled U.S.$27,475 millioninarease of 18% since December 31, 2015. Thizease is
due to a significant growth in demand deposits.e Timjority of funding for the Ecuadorian bankingteyn is
comprised of demand deposits, which decreased G@#U.S.$15,992 million in 2012 to U.S.$15,889 il in
2015. As of December 31, 2016, demand depositdetbtU.S.$19,166 million, an increase of 20.6% esinc
December 31, 2015. Time deposits increased 2508 ).S.$5,921 million in 2012 to U.S.$7,402 mitlim 2015.
As of December 31, 2016, time deposits totaled$8,309 million, an increase of 12.3% since Decen3ier2015.
As of January 31, 2017, total time and demand depoxreased to U.S.$26,789 million, an increaké37%
compared to January 31, 2016. This increase wagada significant growth in demand deposits, whindneased
15.9% from January 31, 2016.

Foreign banks and financial institutions are alsoarce of liquidity in the Ecuadorian banking syst As
of December 31, 2016 the balance of foreign liedi in the banking sector amounted to approxigatel
U.S.$506.36 million, which is an increase from Hadance of foreign liabilities in December 31, 20hich was
U.S.$433.79 million. As of January 31, 2017, tiaéahce of foreign liabilities in the banking secéomounted to
approximately U.S.$451.72 million, which is a dexe from the balance of foreign liabilities in Jaryu31, 2016,
which was U.S.$426.15 million.

The following table sets forth information regamglithe principal sources of financing with respectatal
liabilities as of the dates indicated.
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Classification of the Main Financing Accounts withRespect to Liabilities
(as % of total liabilities)

Demand deposits Time deposits Foreign financing
December 31, 2012.......cccuvvieniieneen e 63 24 2
December 31,2013 ......cccevvueeeeeannn. 63 22 2
December 31, 2014 ........ccvvennenneen. 62 26 2
December 31, 2015........cceevnnenneen. 58 27 5
December 31, 2016..........cceevvveenne.n. 60 26 5
January 31, 2016........ccceuvuiieiieiiinnees 57 27 5
January 31, 2017 ......cooeeiiiiiiieeeeiii e 59 26 5

Source: Superintendent of Banks as of January 2017.

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 ......covivniieneiieeee s 53.9 13.0
December 31, 2012 ........cccevvveunnnnn. 52.8 11.5
December 31, 2013 ......cooveevvveennnn.. 52.6 13.€
December 31, 2014 ........coeevnvennennnn. 54.7 14.0
December 31, 2015........ccccevnveennnenn. 56.7 14.4
December 31, 2016 ..........ccvveeenneenn. 53.4 14.4
January 31, 2016 ........ccooeeiiiiiiieeiieeeeaeen. 55.3 15.8
January 31, 2017 ......ouiiiiiiiiiiii e eeeeeee. 54.1 17.1

Source: Superintendent of Banks as of January 2017.

As of December 31, 2016, the banking system reptedé3.6% of the total assets of the private firan
system. The banking system, for the year endecrleer 31, 2016, made a profit of U.S.$222 millianich
according to data from the Superintendent of Baeksesented 0.23% of Ecuador’'s nominal GDP andceedse
compared to U.S.$271 million as of December 315200he banking system strengthened between 2012616,
and its assets expanded by 15.34% due to an irdreasailable funds.

As of January 31, 2017, the banking system reptede®B8.5% of the total assets of the private fir@nc
system. As of January 31, 2017, the banking systee a profit of U.S.$20.76 million, which accorglito data
from the Superintendent of Banks represented aease compared to U.S.$18.54 million as of JanB&ryp016.
The assets of the banking system increased by 1Bet®teen January 31, 2017 and January 31, 2016odihe
increase of bank reserve requirements.

Ecuador’s banks use their resources primarily terak loans. Between 2012 and 2016, the Ecuadorian
banking system'’s total loan portfolio increased$.$4.60 billion (29.16% and 208.50% as a percgntd capital
requirement) and past due loans increased by U/8.82 million (63.08% and 12.64% as a percentageapital
requirement). Regulations require that banks havegal lending limit equal to 10% of their net woifor
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 tliesdiadicated.
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Loans to the Private Sector and Private Bank Depas
(in millions of U.S.$)

As of January 31, 2017

Loans Deposits
Commercial, Productive and Consumer Loans ......16,410 Demand Deposits..............ceeveeveeeenes 18,553
Microenterprise LOans.............ccccovvvicmmmmeriec e, 1,485 TIME DEPOSIES .....ervveeereeeeeeeeerreeens 8,236
Education Loans.............cccoooiiiiiiiimeeec 427 Guarantee DepOSitS...........oovverereeeen. 1
Real Estate and Public Housing Loans ................ 1,981 OtNEIS .o 1,204
[0 ) = | TR 20,303 Total oo 27,994

Source: Superintendent of Banks as of January
The following table sets forth information regamlithe banking system’s loan portfolio as of theedat

indicated.

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

Current loans as a Past-due loans as a

Current Total loan percentage of the percentage of the
loans Past-due loan® portfolio total loan portfolio  total loan portfolio
December 31, 2012.................... 15,332 442 5,704 97.2% 2.8%
December 31, 2013.........c.......... 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%
December 31, 2016.................... 19,654 721 0,375 96.5% 3.5%
January 31, 2016.......cccceeeeieennnn. 17,724 0 83 18,554 95.5% 4.5%
January 31, 2017 ......ceeiiiieaaannn. 19,538 6 76 20,303 96.2% 3.8%

Source: Superintendent of Banks as of January 2017.

(1) Past-due loans are classified by economic sedfwmmercial past-due loans are classified as lodndays 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 f2a?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 ttate
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@.8%, as a result of the increase in delinqueat®s in 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 wallthe decrease in the total loan portfolio. In &0the
delinquency rate on loans from the private banldagtor decreased to 3.5% as a result of a U.S316i#flion
decrease in the delinquency rate on consumer loas®f January 31, 2017, the delinquency rateciased to 3.8%
principally as a result of an increase in the dglemcy rate in consumer loans but neverthelessimethéower than
the 4.5% delinquency rate as of January 31, 2016.

As of January 31, 2017, 49.5% of all current lommese commercial, 31.4% were consumer, 9.8% were
housing, 7.3% were microcredit and 2.1% were educaelated.

As of January 31, 2017, banking deposits, includingrantee deposits and restricted deposits, dotale
U.S.$27,994 million, an increase from the U.S.$88,fillion as of January 31, 2016. Total currexdnis to the
private sector from the private banking sector éased from U.S.$17,724 million as of January 311,62
U.S.$19,538 million as of January 31, 2017.
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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 January 31,

2011 2012 2013 2014 2015 2016 2016 2017
US$ % USS$S % US$S % USS$S % US$S % USS$S % S® % USS %
Commercial......... 68 22.3 62 14.0 65 145 72 127 98 143 117 16.2 133 160 125 16.1
Consumer...... . 175 57.2 293 66.3 284 63.4 383 68.0 438 63.7 428 59.3 515 62.1 449 58.6
Real estate.......... 23 75 25 5.7 27 6.0 31 53 39 5.6 59 8.1 50 6.0 69 9.1
Microcredit........... 39 129 62 14.0 72 16.1 79 138 90 13.1 97 135 106 12.8 101 13.2
Educatiof.......... - - - - - - - - 22 32 20 2.8 26 3.1 21 28
Total 306 100 442 100 448 100 565 100 687 100 721 100 830 100 766 100

Source: Superintendent of Banks as of January 2017.

(1) Productive loans are included with commercial lofamsSeptember 30, 2016.

The education loan portfolio that was previouslynirdstered by thénstituto Ecuatoriano de Crédito Educativo y Be¢H=CE) was transferred
to the banking system in February of 2015.

Banking Sector

The first, second and third largest banks in Ecuade Banco del Pichincha, Banco del Pacifico aadcB
de Guayaquil, respectively. As of December 31,62@ie three banks accounted for about 57.1% ofdperted
combined income and 54.9% of Ecuador’s bankingtasdeeturn on equity for these three banks aver&dso for
2016, a decrease of 2.4% compared to 2015, whilpnoét decreased from U.S.$143 million in 201545.$116
million in 2016.

Banco del Pacifico is 100% owned by the Republayidg 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, 2016, Banco del RacHad
approximately U.S.$5,513 million in assets. Itsfis decreased in 2016 when compared to 2015 Bdn$50.86
million in 2015 to U.S.$40.00 million in 2016 Ag danuary 31, 2017, Banco del Pacifico had appraté
U.S.$5,253 million in assets. lIts profits decréageU.S.$3,553 million as of January 31, 2017 whempared to
U.S.$4,099 million as of January 31, 2016.

Pacific National Bank was Banco del Pacifico’s Ws8bsidiary, based in Miami. Pacific National Bank
had approximately U.S.$355 million in assets, idiig U.S.$154 million in loans (mostly commerciehl estate),
$163 million in securities and $3.6 million in reys@ssed property. In 2011, the bank was fineds@d.Rillion by
U.S. banking regulators for violations of the UB&ink Secrecy Act (“BSA”) and anti-money launderlags. In
2012, the Federal Reserve Bank of the United Stated Banco del Pacifico’'s shares in Pacific dteti Bank
under the control of a trustee and ordered thedfdlee shares to a third party. According torbgulatory consent
order transferring the shares to the trustee,litheegransfer to the trustee and sale are noerktatthe violations of
the BSA, but due to the transfer of ownership ai@adel Pacifico from the Central Bank to CFN i1 20which
according to U.S. banking regulations does notifyua$ a holding company for a U.S. chartered ba@k. October
21, 2013, the shares were sold to a group of grivatestors.

As of January 31, 2017, approximately 5% of thditgran the banking sector came from Citibank N.A.
Ecuador Branch, which is the only foreign bank afirg 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 itvaijpns were suspended. Banco Territorial prigmgriovided
services to small and medium-sized companies iny&ual and had approximately 79,000 depositorsh watal
deposits of approximately U.S.$122 million, or Iésan 1% of the total deposits in the private baglksector in
Ecuador. As of December 31, 2015, COSEDE had p8d$54.4 million to depositors, which represeritesitotal
amount owed to depositors.
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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 requiraist As of
the date of this Remarketing Circular, the liquadaaf Banco Sudamericano S.A. named by the Superdent of
Bankshas not announced a formal restructuring planterbank's assetBanco Sudamericano S.A. owned 0.55%
of the total assets in the Ecuadorian banking systé\s of December 31, 2016, COSEDE had paid U.371
million to depositors and a formal liquidator wanpainted.

On October 11, 2014, Promerica Financial Corpanatia Nicaraguan banking conglomerate with
operations in Ecuador, acquired Banco de la Pradinderodubanco S.A., an Ecuadorian banking entiy.the
time of the merger, Banco de la Produccién 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-toamglividuals and businesses that could otherwisteobtain
loans from commercial banks. In January 2008, merative loans were at 11.1% of total non-publamined bank
lending. As of December 31, 2015, cooperative $oamtaled U.S.$4,301 million. As of December 2016,
cooperative loans totaled U.S.$6,634 million.

On February 13, 2015, the Committee of Monetary Bimdincial 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;

e 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 Solidétha “Superintendent of the Popular Economy”, dEPS”).
Capital Markets

Most of the trading on Ecuador’s capital marketsines the purchase and sale of bank securities and
fixed income Government securities. In the last fjears, Ecuador has experienced an increase isiience of
corporate bonds. They have become an importaamding alternative for companies and issuers tlaait Wonger
terms than those available through bank loans. Elduadorian capital markets consist of the QuitzlSExchange
and the Guayaquil Stock Exchange (the “Ecuadortank3Exchanges”), both opened in 1969. As of Ddman31,

2016, the Ecuadorian Stock Exchanges combinedligie securities of approximately 417 issuers.udss that
subscribe to one exchange automatically beconesll@ the other exchange.
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The Ecuadorian capital markets are regulated by ¢y de Mercado de Valor¢¥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 genevarsight of
the securities markets.

As of December 31, 2016, U.S.$1,269.9 million wasfrsecurities were traded in the secondary market,
representing 15.2% of the Ecuadorian securitieketaRepo trading represented 0.17% of the totaketaAs of
January 31, 2017, U.S.$85.8 million worth of settesiwere traded in the secondary market, repriege0.4% of
the Ecuadorian securities market. Repo tradingesgmted 0.02% of the total market. The followfalgle shows
aggregate amounts of traded securities for thegetisted.

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

As of January 31,

For the Year Ended December 31,

2011 2012 2013 2014 2015 2016 2016 2017
42.2 54.1 168.1 203.3 23.0 14,2 93.2 0.1
3,718.7 3,695.6 3,554.2 7,340.8 5,023.8 8.318,5 351.7 420.5
3,760.9 3,749.7 3,722.3 7,544.1 5,046.8 8,332.7 444.9 420.6

SourceBolsa de Valores de QuiQuito Stock Exchange”).
(1) Includes Government securities, bank securitied,cammercial paper, among others.

In 2016, U.S.$8,332.7 million worth of securitieere traded on the Ecuadorian Stock Exchanges,
representing an increase compared to the U.S.$8,0dilion of the securities traded in 2015. Tisrease is due
to a greater placement of investment certificatesgovernment issues. As of January 31, 2017, W28.$ million
worth of securities were traded on the EcuadoritotkSExchanges, representing a decrease compar#te to
U.S.$444.9 million of the securities traded asasfulry 31, 2016. This decrease is duleweer issuance of central
bank bonds.

Interest Rates and Money Supply

In July 2007, théd.ey del Costo Maximo Efectivo del Créd{tMaximum Actual Credit Cost Law”) went
into effect to establish a new system for the dat@n of interest rates. The principal aspectthisf law are:

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

» the prohibition on imposing any fee that is nothe nature of compensation for the rendering of a
service; and

* in December 2007, a change in the methodology d&cutating the maximum interest rate of the
Central Bank, whose methodology has since beerametlunconstitutional, and has been further
amended so that the maximum rate equals interés$ 1@ credit operations of private financial
institutions in each relevant sector, multipliedanyamount determined by the Central 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 systeriude:
productive credits, ordinary commercial creditspfity 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:
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» ‘“productive credits” are defined as those credits hich at least 90% of funds are dedicated to
acquisition of capital goods, construction of isfracture project and the purchase of industrial
property rights;

e “consumer credits” are divided into “ordinary consr loans,” for the acquisition or
commercialization of light fossil fuel vehicles afptiority consumer loans,” dedicated to the pussa
of goods or services or expenses not related wuptive activity or ordinary commercial activity;

» “commercial credits” are defined as “ordinary comane credits,” which are available to persons
whose annual sales are higher than U.S$100,008410atquire or commercialize light fossil fuel
vehicles and “priority commercial credits,” whiclieaavailable for the acquisition of goods and
services for commercial and productive activitiespersons whose annual sales are higher than
U.S$100,000.00; and

* ‘“education credits,” which are available to indivéds and accredited institutions to finance edonati
and vocational or technical training, were intragtiic

In addition to the new categorization of credige iommittee of Monetary and Financial Policy Retiofafixed
the maximum interest rates for each of these caegythrough 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
As of December 31, March 31,
2012 2013 2014 2015 2016 2016 2017

Deposit interest rate 4.5 4.5 5.2 5.1 5.1 6.0 4.9
Lending interest rate 8.2 8.2 8.2 9.1 8.1 8.9 8.1
Corporate productive lending interest fAte 8.2 8.2 8.2 9.2 8.5 9.3 8.5
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..............co.oouvvoemreecnnns, 9.5 9.5 9.6 9.8 9.8 10.2 10.2
Maximum business productive interest rate .. 10.2 10.2 10.2 10.2 10.2 10.2 10.2
Medium and small business productive lending irsieraté............... 11.2 11.2 11.2 10.3 11.2 11.8 11.0
Maximum medium and small business productive istatae.............. 11.8 11.8 11.8 11.8 11.8 11.8 11.8
Ordinary commercial lending interest réte n/a n/a n/a 9.0 9.4 9.6 9.4
Maximum commercial interest rate ............ccce...... n/a n/a n/a 11.8 11.8 11.8 11.8
Corporate commercial priority lending interest f&te..........c...c.......... n/a n/a n/a 9.1 8.1 8.9 8.1
Maximum corporate commercial interest rate..... n/a n/a n/a 9.3 9.3 9.3 9.3
Business commercial priority lending interest fate.. n/a n/a n/a 9.9 9.9 10.0 9.8
Maximum business commercial interest rate .o..o.-......cccoemeee. n/a n/a n/a 10.2 10.2 10.2 10.2
Medium and small business commercial priority legdinterest

FALEY .ot nia nia nia 11.1 11.0 11.1 11.3
Maximum medium and small business commercial istae............ n/a n/a n/a 11.8 11.8 11.8 11.8
Consumer lending interest r&e..........cccooeveeevieeeeeeeeeee e 15.9 15.9 16.0 n/a n/a n/a n/a
Maximum consumer iNterest rate ...........ccoovverereiiiieeiere e 16.3 16.3 16.3 n/a n/a n/a n/a
Ordinary consumer lending interest f3te.. n/a n/a n/a 16.2 16.8 16.8 16.8
Maximum Ordinary consumer interest rate n/a n/a n/a 17.3 17.3 17.3 17.3
Priority consumer lending interest réte....... n/a n/a n/a 16.0 16.7 16.6 16.7
Maximum priority consumer interest rate n/a n/a n/a 17.3 17.3 17.3 17.3
Education lending interest réifte.... n/a n/a n/a 7.1 9.5 7.4 9.5
Maximum education interest rate n/a n/a n/a 9.5 9.5 9.5 95

Housing lending interest rate...
Maximum housing interest rate

10.6 10.6 10.7 10.9 10.9 10.9 10.7
11.3 11.3 11.3 11.3 11.3 11.3 11.3

Microcredit increasedccumulation lending interest riite.................. 22.4 22.4 223 24.3 215 22.0 21.6
Maximum microcredit increased accumulation interagt.................. 255 255 255 255 255 255 255
Microcredit simple accumulation lending interesefA...................... 25.2 25.2 25.2 26.9 25.1 25.2 25.2
Maximum microcredit simple accumulation interegera.................... 275 275 275 275 275 275 275
Microcredit subsistence accumulation lending irgeraté&................. 28.8 28.8 28.6 29.0 27.3 275 27.6
Maximum microcredit subsistence accumulation irgerate............... 30.5 30.5 30.5 30.5 30.5 30.5 30.5

Source: 2012 deposit and lending interest rates based ontr@eBank September 2014 Monthly Bulletin (Tabl#011) Other 2012 ficres based o
Central Bank September 2014 Monthly Bulletin (Tdbl.2).

2014 and 2013 deposit and lending interest ratesetaon Central Bank March 2016 Monthly Bulletink{leal.10.1). Other 2014 and 2013 figures based
on Central Bank March 2016 Monthly Bulletin (Taklé0.2).

2015 and 2016 deposit and lending interest ratesetaon Central Bank February Monthly Bulletin (Tehl10.1). Other 2015 and 2016 figures based on
Central Bank October 2016 Monthly Bulletin (Tablé@.2).

(1) “Corporate lending rate” is the rate provided tsibesses whose annual sales exceed U.S.$5,00@000.0

(2) “Business lending rate” is the rate provided toibeisses whose annual sales equal or exceed U.80$100 up to U.S.$5,0000,000.00.

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

(4) “Ordinary commercial lending rate” is the rate pom®d to businesses whose annual sales exceed W@ 8HD00 that acquire or commercialize light
fossil fuel vehicles.

(5) In 2015 consumer credits were divided into “ordjneonsumer credits,” for the acquisition or comnization of light fossil fuel vehicles and
“priority consumer credits,” dedicated to the pusé of goods or services or expenses not relatpdothictive 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 tratisss whose amount per trade and balance due toengdit financial
institutions exceed U.S.$10,000. This is the gaganted to entrepreneurs who register annual séless than U.S.$100,000.

(8) “Microcredit simple accumulation lending rate” refe@o credit transactions whose amount per traimsaeind balance due to microcredit financial
institutions is larger than U.S.$1,000, but smatkem U.S.$10,000. This is the rate provided twegmeneurs who register a sales level or annual
income of less than U.S.$100,000 and to self-engulagdividuals.

(9) “Microcredit subsistence accumulation lending ratfers to credit transactions that are less thraggaal to U.S.$1,000. This is the rate provided
to micro entrepreneurs who recorded a level of ahsales less than U.S.$100,000 and to self-emg|apelividuals or a group of borrowers with
joint liability.
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Average loan interest rates on short-term and teng- loans decreased slightly from 8.2% in 2012 to
8.1% in 2016 due to certain banks reducing inteists on consumer loans as a result of excesslitigu During
the same period, the average interest rates orsiiefiecreased from 4.5% in 2012 to 5.1% in 201ébee banks
increased interest rates offered to the publiadeioto satisfy liquidity needs.

With respect to the various sectors, most loarrésterates remained stable during the period frodR22
through 2016 with the corporate productive lendimgrest rate increasing slightly to 8.2%, and comar lending
rates remaining at approximately 15.9% from 20120®3, increasing slightly to 16.0% in 2014. Iri3@onsumer
credits were divided into “ordinary consumer crgdifor the acquisition or commercialization ofHigfossil fuel
vehicles and “priority consumer credits,” dedicatedhe purchase of goods or services or expensteeiated to
productive activity or ordinary commercial activityAfter such reclassification, the ordinary consuntending
interest rate was 16.2% in 2015 increasing sligtatl¥6.8% in 2016, and the priority consumer legdirterest rate
increased from 16.0% in 2015 to 16.7% in 2016.

Some loan interest rates slightly increased fromh52d 2016 with the education lending interest rate
increasing from 7.1% to 9.5% and the medium andldmainess productive lending interest rate insirgg from
10.3% to 11.2%. However, the corporate productaraling interest rate decreased from 9.2% in 201558 in
2016, the microcredit increased accumulation lemdhiterest rate decreased from 24.3% in 2015 t6%21n 2016,
the microcredit simple accumulation lending intéereste decreased from 26.9% in 2015 to 25.1% amd th
microcredit subsistence accumulation lending irster&te also decreased from 29.0% in 2015 to 21h32016.

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
February 28
2012 2013 2014 2015 2016 2017

Currency in CircUlation ............ccoerevmeemeneenee e 6,326.74 7,367.06 9,5639.90 11,753.67 13,261.22 70341
Demand deposits ............. 8,100.37 8,818.04 9,068.76 7,200.95 9,281.36 82951.
Fractional Currency...... 84.52 87.33 86.58 86.26 88.20 89.4
ML 14,511.62 16,272.43 18,695.32 19,041.422,634.90 22,217.14
Savings.........o.... 2,360.24 3,898.14 3,506.05 3,053.45 6,044.05 53018.
TErM AEPOSIES ..ottt ememee e eee e 16,393.88 18,778.71 21,409.05 20,608.95 23,553.5 23,783.94
M2 (M1 plus term deposits) .......ccceeiiirinsieiiciiiiicas 30,905.50 35,051.14 40,104.37 39,650.60 46,188.37 6,004.08

Source: Based on figures from the Central Bank M&@17 Monthly Bulletin (Table 1.1.1). Figuresrfr@012 based on the March 2014
Monthly Bulletin.

In January 2000, following several weeks of sewwtehange-rate depreciation, the Republic announced
that it would dollarize the economy. On March @0Q, the National Assembly approved the Ecuaddti@nomic
Transformation Law which made the U.S. dollar legadder in Ecuador. Further, pursuant to the Eatadl
Economic Transformation Law, all sucre-denominateplosits were converted into U.S. dollars effecliapuary 1,
2000, and the U.S. dollar became the unit of adoouthe financial system. As a result, U.S. dotlaposits that in
prior periods were classified as deposits in foregrrency have been, for periods from and afteuday 1, 2000,
classified as demand deposits, savings or termsitspas applicable.

Inflation

Ecuador measures the inflation rate by the pergenthange between two periods in the consumer price
index (“CPI”). The CPI is computed by INEC basedapstandard basket of 299 items of goods andcesrvhat
reflects the pattern of consumption of urban Ecuadohouseholds in eight cities. The price forhegood or
service that makes up the basket is weighted aicaptd its relative importance in an average urbansehold’s
consumption pattern in order to calculate the CPI.

Prior to the adoption of the Dollarization PrograBeuador was plagued by high inflation. From 1894
1999, the inflation rate ranged from a 22.8% lowl#95 to a 60.7% high in 1999. In 1999 and ead9® the
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sharp devaluation of the sucre contributed to arease in the Republic’s inflation rate, which lreeaone of the
highest in Latin America at 96.1% in 2000.

The restrictions imposed by the Dollarization Pesgrbrought this to an end. The inflation rate Wa%6

in 2004, 2.2% in 2005, 2.8% in 2006, 3.3% in 200d &.8% in 2008. The increase in inflation in 200&s
primarily caused by increases in food prices, duelimatic changes that affected the agricultuedtar. In
addition, the international prices of fertilizerdaagricultural commodities also increased. As sulteof these
increases, Ecuador fixed the prices for some afetfgwods and limited the export of various agricaltproducts.
During 2011, 2012, 2013 and 2014 the inflation wds 5.4%, 4.2%, 2.7% and 3.7%, respectively. ddueease in
the inflation rate from 4.2% in 2012 to 2.7% in 30&as due to the imposition of price controls il to curb
price speculation on basic foodstuffs includingatsevarious fruits and vegetables, 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 that yeanr the 12-month period ending December 31, 201& jrifiation
rate decreased to 3.4%. This decrease was duelécraase in the price of certain foods, primashyimp and
chicken. Inflation for the 12-month period endingDecember 31, 2016 decreased to 1.1% from 3.4%hé&12-
month period ending December 31, 2015. This deersadue to a decrease in the price of certain gatsn motor
vehicles and fruits and vegetables as a resubmfpetition from Peruvian agricultural products einig the market,
the impact on the price of imported goods as alre$wa stronger dollar and the application of agrtadditional
tariffs. Inflation decreased from 2.3% for the 1@nth period ended March 31, 2016 to 0.96% for thenbnth
period ended March 31, 2017 due to a decreasdda pf certain products including large househgigliances,
sound and image recording equipment, garmentsdanem, motor vehicles and frozen or refrigeratedhngoultry,
as a result of a stronger dollar and the applinaticcertain additional tariffs.

Given the constrains of dollarization, and Ecuaslonability to mint currency, the Republic is more
vulnerable than other countries to external fackush as global recessions, the volatility of cordityoand raw
material prices and natural disasters affectingatrecultural sector. The relative strength or kvesss 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 inet Republic as measured by the CPI for the periods
presented.

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

DECEMBEN 2012 ...cveieeiieiee e aaaas 4.2
DeCeMBEr 2013 ...coeiiieiieiie et e 2.7
DECEMBEN 2014 ...coeeeeeeee e e 3.7
DECEMBEN 2015 ...ovniiii e aaaas 3.4
DECEMDEN 2016 ...ovvniieiiieiiie et emeeeme e e e 1.1
Y =T o 2 0 T 2.3
=T o 22 0 R 0.96

Source:Based on figures from the Central Bank March 201dn#ly Bulletin Table

(4.2.1) and (4.2.1a).

(1) Data reflect percentage change in consumer priceshbian areas over the prior 12
month period.
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PUBLIC SECTOR FINANCES
Overview
Budget Process

The 2008 Constitution and the Public Planning aithriite Code set forth the public sector’s budget
process. According to Article 292 of the 2008 Qibuton, the General State Budget is the instrumien
establishing and managing Government income anunldgpg and includes all public sector income anpleeses,
with the exception of those belonging to socialusigg, public banks, public companies and the Aotoous
Decentralized Governments. The drafting and implaiation of the General State Budget adheres tdl#tional
Development Plan, while the budgets of the AutongsnDecentralized Governments and those of othelicpub
entities adhere to regional and provincial plangh the framework of the National Development Pldrhis plan is
published by the Government every four years, agsl but the goals and priorities of the Governnfi@nthat time
period. The National Development Plan for 2012Q@47 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 Ministfyrmance 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 hualye 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 adoptlgect to the draft budget within 30 days. The otigms of the
National Assembly are limited to the areas of reeeand spending and cannot alter the overall anwiuhe draft
budget. If the National Assembly objects to thaftdoudget or schedule, the executive branch makjmten days,
accept the objection and submit a new proposdt¢d\ational Assembly for approval. If the NatioAaslsembly
does not object within 30 days, the draft annudlget and the four-year budgetary schedule becofeetiet.

The 2008 Constitution also establishes predetemiidneget allocations for the Autonomous Decentealliz
Governments, the health sector, the education rsesmal for research, science, technology and irimva The
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 adjustsnerust be made in accordance with the prioritied 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 budgetactordance with the non-binding guidelines prepargd
SENPLADES. The executive branch of each Autononi@ersentralized Government is responsible for drgftire
budget and submitting it for approval before theresponding legislative bodies. The General Skatgget 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 Fiscahn@parency, which was aimed at reducing publichtedess
and establishing greater transparency in the Gaventis 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
Fund” or “FEIREP”) that was previously created I t2002 law. FEIREP was replaced by CEREPS. This
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resulted in an increase in Government investmettiénsocial and productive sectors of the econarstrengthen
the economic performance while limiting current exges.

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 pimgritsocial investments. The law also eliminatéd a
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 financiariétion of the Republic and annual financial stegets of public
companies.

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

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

* public debt or income from petroleum products matybe 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 Caodleh) 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 ahaivn, the Office of the Comptroller General carfqgren

an audit of all public sector entities that adntmrispublic funds for compliance with proposed budgend
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 planmithgfiscal policy. This law establishes guideinfor fiscal
management, including rules that:

» allow for more flexibility for the Ministry of Finace to reallocate and reassign expenditures up%o 1
of the approved Government budget;

» set an explicit total public debt ceiling of 40% @DP including Central Government, non-financial
public sector and the Autonomous Decentralized Gowents;

» allow the Ministry of Finance to issue CETES, atdiscretion, without having to undergo the same
approval process required for long-term internal external sovereign debt;

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

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

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

The non-financial public sector deficit is primgrfinanced by the issuance of CETES and bonds glace
with IESS. There is no maximum amount of CETES thay be issued per year nor is there a requiretoguiace
a certain percentage in the public or private sectdowever, IESS may only hold 75% of the valudtsftotal
portfolio in CETES. Towards the end of 2012, th@/&nment drew on its International Reserves withCentral
Bank to cover its liquidity. This led to a decreas reserve levels in December 2012. As of Deeazn3fi, 2015,
International Reserves cover 9.5% of current adc@ayments. For more information regarding Intéomal
Reserves, please see “Balance of Payments—IntenahfReserves.” The Government received extermalifig
from FLAR, which in September 2012 disbursed ar@deof-payments back-up credit of U.S.$514.6 millidThe
China Development Bank also disbursed U.S.$500amill In the first several months of 2013, the Goweent
received U.S.$1.4 billion from China DevelopmentBander a new line of credit that was negotiateBécember
2012. These funds were used to restore Ecuadorésnational Reserves. As of March 31, 2017, Ecuado
International Reserves totaled U.S.$3,810 milliam,increase from March 31, 2016, when Internati®ederves
totaled U.S.$2,573 million. This increase was primadue to loan disbursements, including under thE-
financing agreement described in “The Republic otiddor — Territory Population and Society — Pedema
Earthquake” and to external debt servicing.
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Non-Financial Public Sector Revenues and Expenditeis

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

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

For the Year Ended December 31,

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

Revenue
Petroleum Revenue

Export$" 12,220  13.9 11,433 12.0 10,906 10.7 6,346 6.3 5,402 55

Domestic Sales - - - - - - - - - -
Total Petroleum Revenue (@) ................. 122 13.9 11,433 12.0 10,906 10.7 6,346 6.3 5,402 5.5
Non-petroleum revenue

INCOME TAX veeueieeiiciecie et 3,313 3.8 3,847 40 4,161 41 4,734 47 3,640 3.7
Value-added TaX .....ccccceevveereeeecnre e 5,415 6.2 6,056 6.4 6,376 6.2 6,352 6.3 5,400 55
Specific consumption taxes ..........ccccceeuee. 685 0.8 744 0.8 803 0.8 840 0.8 790 0.8
International trade taxes........... . 1,261 1.4 1,352 1.4 1,357 1.3 2,026 20 1,633 1.7

4,756 5.4 4,547 4.8 4,718 4.6 5,055 50 4,741 4.8
4,353 5.0 6,084 6.4 6,524 6.4 6,935 6.9 8,091 8.3
19,783 22.5 22,630 23.8 23,939 23.4 25,942 25.9 24,294 248

Social Security Contributions
Othef ..o

Total non-petroleum revenue (b)..........

Operating Income of Public Companies (c)

2,567 29 3,196 3.4 4,187 41 1,298 1.3 618 0.6

Total Revenue (a+b+C) .....ccovevvveiriennnne 34,570 39.3 37,260 39.2 39,032 38.2 33,586 33.5 30,314 40.0
Expenses

Current Expenditures

Interest 652 0.7 971 1.0 1,024 1.0 1,368 14 1,561 1.6

533 0.6 714 0.8 829 0.8 1,143 1.1 1,335 1.4
119 0.1 257 0.3 195 0.2 224 0.2 226 0.2
8,345 9.5 8,896 9.4 9,478 9.3 9,904 9.9 10,014 10.2

Foreign ..
Domestic...
Wages and salaries......................

Purchases of goods and services .............. 7334 39 4,435 4.7 5,328 5.2 5,112 5.1 4,684 4.8

Social Security........cccccceviiiieniieecee. 3,335 3.8 3,410 3.6 3,665 3.6 4,215 42 4,655 4.8

Others.....cooieiiieeciec e 8,626 9.8 9,265 9.7 9,497 9.3 6,884 6.9 5,691 5.8

Total Current Expenditure..................... 24131 27.8 26,977 28.4 28,992 28.3 27,482 274 26,604 27.2

Capital Expenditure and net lending

Gross capital formation.............c.ccocoeeeeee. 10,312 11.7 14,039 14.8 13,980 13.7 10,345 10.3 10,293 10.5
Central Government. 6,191 7.0 8,506 8.9 8,290 8.1 5,542 55 6,105 6.2
Public Companies..........ccccccnviiiinennne. 2,497 2.8 3,988 42 4,218 4.1 3,285 3.3 2,533 2.6
Rest of General Government.................. 1,624 1.8 1,545 1.6 1,472 1.4 1,518 15 1,655 1.7

Other Capital Expenditure 650 0.7 592 0.6 1,375 1.3 850 0.8 731 0.7
Total Capital Expenditure 1963 12.5 14,631 15.4 15,354 15.0 11,195 11.2 11,024 11.3
Total EXpenditure ...........cccoeeeeineiiimns 35,394 40.3 41,607 43.7 44,346 43.4 38,676 38.6 37,628 385
Surplus/DefiCit .......ccovvevieiiiiiiiiccieee -824 -0.9 -4,348 -4.6 -5,314 -5.2 -5,091 -5.1 -7,314 -7.5

Source: Based on figures from the Central Bank M&@17 Monthly Bulletin (Table 2.1 and Table 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 other taxes and rever

The increase in the year to year deficit from 20422015 was due to increased Central Government
spending during each such year, particularly in @gsagnd salaries and interest payments in connegitbndebt
obligations and in 2015 was also due to the dedtirgél prices. The increase in the year to yedicddrom 2015 to
2016 was due to a stronger dollar which affectqubes, the Pedernales earthquake and the declivieprices.

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.338,million (equivalent to 40.3% of GDP) and tatavenues
totaled U.S.$34,570 million (equivalent to 39.3%GiP).

In 2013, the non-financial public sector registeaedeficit of U.S.$4,348 million (equivalent to 626 of
GDP). This deficit was due to an increase in pubdictor investment, primarily in infrastructur@jpcts financed
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by bilateral debt. The increase in spending orastfucture projects is due to a number of projEshad been in
the planning or initial stages in previous yearsl #émat reached or accelerated the constructionepm®013
(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 accelerafedal expenditures totaled U.S.$41,607 millionujeglent to
43.7% of GDP) and total revenues totaled U.S.$37mdflion (equivalent to 39.2% of GDP).

In 2014, the non-financial public sector registesedeficit of U.S.$5,314 million, equivalent to 2% of
GDP. This deficit was the result of increases ages and salaries and current expenses. Totatdixmes totaled
U.S.$44,346 million (equivalent to 43.4% of GDP)dawotal revenues totaled U.S.$39,032 million (eglemt to
38.2% 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 defirit2014, was the result of decreased petroleurmrexe Total
expenditures totaled U.S.$38,676 million (equivalen 38.6% of GDP) and total revenues totaled (B3 536
million (equivalent to 33.5% of GDP) in 2015.

In 2016, the non-financial public sector registeeedeficit of U.S.$7,314 million compared to a difi
U.S.$5,091 million in 2015. This increase in thedict was due to a decrease in the revenues fhansale of oil
exports caused by the decrease in the price diwihg the time period. In 2016, total revenuestf® non-
financial public sector totaled U.S.$30,314 millian decrease from U.S.$33,586 million in 2015.2016, total
expenditures for the non-financial public sectdalied U.S.$37,628 million, a decrease compared.$338,676
million in 2015.

Based upon available information, the Republic etp#at the actual deficit for 2016 will have eaded
the budgeted deficit for 2016 by approximately 1%.

For 2017, the Ministry of Finance’s estimated peofn for financing needs (both internal debt and
external debt) is U.S.$12.56 billiorThe Ministry of Finance estimates that approximatélS.$6.43 billion will
derive from international financing and approxinhatd.S.$6.13 billion from domestic financing. Witkespect to
international financing, the Ministry of Financepexts that such financing may come from variousrcas)
including drawdowns under existing loan facilitiegw bilateral and multilateral lending facilitidsynd issuances
and other methods of providing liquidity that thepRblic has previously utilized, such as oil seatated
transactions, among others. With respect to doméstincing, the Ministry of Finance expects thattsfinancing
may derive from rollovers of existing debt, newgaments by the Ministry of Finance and the CerBealk, certain
projects and domestic operations. While the MigisfrFinance has expectations as to the approxiaratunts to
be derived from the various sources, such allocassubject to market conditions as well as tHecigs of the new
administration and such amounts and the use dirthecing sources set forth in this paragraph jesu to change.

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 fdlhguable 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 Sector Revenues arekpenditure
(in millions of U.S.$, and as % of GDP)

For the Year Ended December 31,

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

Revenué?
Petroleum revenue...........c.cceceeeeee. 6,086 6.9 4,677 4.9 3,765 3.7 2,264 : 2,003 2.0
Non-petroleum revenue.................. 13,437 15.3 15,723 16.5 16,616 16.2 18,081 1 16,552 16.9
Tax revenue
Taxes on goods and services

Value-added tax .......c.ceeerevveeennnnn. 5,415 6.2 6,056 6.4 6,376 6.2 6,352 ¢ 5,400 5.5

Selected excise taxes............ccoveenes 685 0.8 744 0.8 803 0.8 840 0 790 0.8
Total taxes on goods and services...... 6,100 6.9 6,800 7.1 7,179 7.0 7,192 6,189 6.3
Taxes on income and profits................ 3,313 3.8 3,847 4.0 4,161 4.1 4,734 ¢ 3,640 3.7
Taxes on International Trade

IMport duties ........cccocevereneneneeens 1,261 1.4 1,352 1.4 1,357 13 2,026 : 1,633 1.7

EXIt taX? ..o 1,275 15 1,322 1.4 1,406 1.4 1,278 815 0.8
Total taxes on international trade . 2,536 2.9 2,675 2.8 2,763 2.7 3,304 2,448 25
Vehicle taX.......oocvvereniiieiecieeeaes 195 0.2 214 0.2 228 0.2 223 0 195 0.2
Other taxes ......coceverererieieieciemean 111 0.1 132 0.1 129 0.1 135 0 1,546 1.6
Total tax revenue..........cccceeeeeveeeennne 12,255 13.9 13,668 14.4 14,460 14.1 15,588 1 14,017 14.3
Non-tax revenue..........ccoeeeeveereens 1,128 13 1,961 2.1 2,061 2.0 2,021 : 2,152 2.2
TranSTers ..o 54 0.1 95 0.1 95 0.1 471 0.5 383 0.4
Total reVENUES........ccoveeeeiieieicreaiee 19,523 22.2 20,400 214 20,381 19.9 20,345 Z 18,556 19.0
Current expenditure
Interest accrual

FOreign .....ccooeeeneiencienc e 465 0.5 652 0.7 715 0.7 971 1 1,148 1.2
Domestic 363 0.4 516 0.5 682 0.7 789 0 791 0.8

Total interest accrual.........cccccevvernnnnen. 828 0.9 1,169 1.2 1,397 1.4 1,759 1 1,938 2.0
Wages and salaries.........ccoccoerereneenns 7,353 8.4 7,897 8.3 8,359 8.2 8,761 ¢ 8,870 9.1
Purchase of goods and services........... 1,658 1.9 2,035 2.1 2,490 2.4 2,409 : 1,935 2.0
Other current expenditures................... 900 1.0 1,696 1.8 998 1.0 691 [o} 742 0.8
Transfers .....cvvrvnneesrsceiens 1,258 14 1,511 16 1,737 17 863 0.9 1,028 11
Total current expenditure ................ 11,996 13.6 14,308 15.0 14,981 14.6 14,484 1 14,514 14.8
Capital expenditure
Fixed capital expenditure .................... 6,191 7.0 8,506 8.9 8,290 8.1 5,542 ! 6,105 6.2
Other ..o e 328 0.4 - - 22 - 16 394 0.4
Capital Transfers........ccccevenenccnenenns 2,724 3.1 3,048 3.2 3,501 3.4 4,108 ¢ 3,092 3.2
Total capital expenditure.................. 9,244 10.5 11,554 12.1 11,812 11.5 9,665 9.6 9,590 9.8
Total Expenditure(z) ___________________________ 21,240 242 25,861 27.2 26,794 26.2 24,149 241 24,103 246
Adjustment on treasury accounts........ - - - - - - - - - -
Overall surplus or deficit.......ccocceeeenene -1,717 -2.0 -5,461 -5.7 -6,413 -6.3 -3,805 - -5,548 -5.7

Source: Based on figures from the Central Bank M&@17 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 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 inpest of
transfers received.

In 2013, Central Government revenues totaled UGG4E® 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 inpest of
transfers received.

In 2014, Central Government revenues totaled UGB3BA 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 millequivalent to approximately 0.1% of GDP) is inpext of
transfers received.

In 2015, Central Government revenues totaled UGG382 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(lbouivalent to approximately 0.5% of GDP) is ispect of
transfers received.

In 2016, Central Government revenues totaled U85E6 million (equivalent to 19.0% of GDP), of
which U.S.$2,003 million (equivalent to 2.0% of GD&brresponds to petroleum revenue, U.S.$14,01omil
(equivalent to 14.3% of GDP) corresponds to taxemere, U.S.$2,152 million (equivalent to 2.2% of GDP
corresponds to non-tax revenue and U.S.$383 miljemuivalent to 0.4% of GDP) is in respect of tfars
received. . This results in a deficit of U.S.$B54illion in 2016, an increase in the deficit comguhto the deficit
of U.S.$3,805 million in 2015. This increase ie theficit is primarily due to decreases in petroleevenue, non-
petroleum revenue as well as in revenue from cetéades.

The 2008 Constitution grants the National Assentbéy authority to create, amend or eliminate taxes b
means of the law, without detriment to the attitnu$ granted to Autonomous Decentralized Governsient
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, ghaduction of goods and services, as well as eaably, socially
and economically responsible conduct. Furthermdne, 2008 Constitution expressly prioritizes directd
progressive taxes.

The value added tax applies to most sales of thngisets as well as most services, except foraddnal,
public transportation, public services, childcasgvies and others. The value added tax has Weetatgest
component of tax revenues in the past five yeagseting U.S.$5,400 million of total tax revenue016, a
decrease from U.S.$6,352 million in 2015. This dase was due to a reduced level of economic actifite value
added tax steadily increased from 2012 to 2015emge¢ing U.S.$5,415 million in 2012 and U.S.$6,358ion in
2015. The increase from 2012 to 2015 was not dwtincreased rate which held steady at 12% f@a8s until
the Law of Solidarity increase to 14% for one ygam June 1, 2016. Instead, the increase in revenas due to
the Government’s increased capacity to collect this due to an improved administrative system drel thx
reforms described in further detail below.

The second largest component of tax revenues@rie tax, which accounted for U.S.$3,640 million of
tax revenues in 2016, a decrease from U.S.$4,7Bbmof tax revenues in 2015. Effective persomaome tax
rates for residents and non-residents who file¢txrns in Ecuador range from 0% to 35%. The stahdorporate
tax rate in 2014 was 22%, down from 25% in 201®welver, a tax reform enacted in December 2014 asert the
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corporate tax rate to 25% for profits on distribn8 from Ecuadorian entities to residents domidiethx havens.
Non-resident individuals are also subject to aiflabme tax of 22% in 2013 (down from 24% in 2008 23% in
2012). The standard corporate tax rate for 201% 2226 but increased to 25% for 2016 due to the rBease
established by the Law of Solidarity. However, stemdard corporate tax rate decreased back td@22017.

Despite the decrease in revenues due to the fitlleoprice of oil in 2015 and 2016, revenues fragome
taxes have also steadily increased in the pasfesixs. This increase is due to several tax refompdemented
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 effaitts legal 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 messs

* a 1% to 2% Currency Outflow tax, which was subsatjyemended 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 morimation regarding the Currency Outflow Tax, see
“Balance of Payments and Foreign Trade—Foreign &+atirade Policy”);

» taxation on dividends received by company sharehmslds profits;

» changes in the manner in which thmepuesto a los Consumos Especigl&pecial Consumer Good
Tax” or “ICE”) calculates taxes on certain items fwoducts such as cigarettes, alcoholic beverages
and soft drinks. See “The Ecuadorian Economy—Ewoaand 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 taxéinvestment 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 oszlethe
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 indhgocate tax rate to 22% in 2013, compared to 25% i
2012, has encouraged business growth and allowed|éoger corporate tax base.

In December 2012, the National Assembly enacted_#yeOrganica de Redistribucién de los Ingresos
para el Gasto Socigl‘Comprehensive Law of Redistribution of Income fwcial Expenditures”), which went into
effect on January 1, 2013. This law expands topesof the VAT to certain financial services praddby credit
card administrators and private financial entitfest were previously exempt.

In August 2014, theMinisterio de Industrias y Productividadthe “Ministry of Production and
Industrialization”) introduced a U.S.$42 flat teate on all international online purchases under.$4@ and up to
4 kilograms. Before the introduction of this taxlyorinternational online purchases in excess of $40d 4
kilograms were subject to tax. This tax is intehtie encourage local market consumption by disgingasmall
online purchases made outside the country. Thevihbe imposed on shipping companies for eactkpge that
enters the country. Packages shipped throughircestate-owned postal services subject to inteonati treaties
will be exempt from the tax. Books for studentséducational purposes are also exempt.
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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 aathrses,
which have increased, in absolute terms, from &,866 million in 2011 (when they constituted 35%Gg#ntral
Government spending and 8.2% of total GDP) to BSHD million in 2014 (when they constituted 31.2f6
Central Government spending and 8.3% of total Gaviel) (2) fixed capital expenditures, which haveéased from
U.S.$5,174 million in 2011 (when they constitut@¥®of Central Government spending and 6.6% of @@P) to
U.S.$8,290 million in 2014 (when they constitutek®@of Central Government spending and 8.2% of G@P).
The Government increased the amount of investnmefrifiastructure projects, especially highwaysdges, and
hydroelectric plants during this period. For mirermation see “The Ecuadorian Economy—Strategict&s of
the Economy.” In 2015, while wages and salariesgased by 4.8% from 2014 to U.S.$ 8,761 millaonétituting
36% of Central Government spending and 8.7% of ®BP), fixed capital expenditures, decreased by %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 capitgesditure being deferred to later years. For nioiemation,
see “The Ecuadorian Economy—Strategic SectorseoEttonomy.”

2015, 2016 and 2017 Budgets

On October 31, 2014, the executive branch presehe®015 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 apptoyvéide National Assembly on November 20, 2014 lechme
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 nfied budget of U.S.$34.9 billion for 2015. ThelXbudget, as
modified in January 2015, assumed an average @iigieice of U.S.$60 per barrel. The adjustmentduded a
reduction of U.S.$839.8 million in investment exgitares and U.S.$580 million in current expendisureThe
reductions were made primarily in the followingtees: national treasury (U.S.$276 million), edimatU.S.$255
million), communications (U.S.$229 million), hea(td.S.$169 million), agriculture and fishing (U.$0P 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 Ministef
Finance on August 19, 2015, the reduction in inaesit costs were for projects that could be defeioethter years
and whose deferment will not affect the growthhaf €conomy.

On October 31, 2015, the executive branch presated®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 bidiaginally
proposed for the 2015 budget and a 12.4% decrearsettie U.S.$34.1 billion adjusted budget for 20k5ssumed
an average crude oil price of U.S.$35.00 per hawhkich represented a 56% decrease from the U.S&{8er
barrel average price that was assumed for thenati@015 budget. The 2016 draft budget also estighidhat there
would be a budget deficit equivalent to 2.4% of G&#Rl a GDP growth of 1%. Excluding financing, thitial
2016 draft budget provided for U.S.$25.7 billionerpenses, comprised of U.S.$8.8 billion in satasied wages,
U.S.$4.7 billion in consumer goods and serviceS.$8.4 billion in capital transfers and donatidd<5.$4.4 billion
in other investment expenses and U.S.$4.5 billiomther expenses. Total revenues under the 2016 trdget
were U.S.$23.2 billion, including U.S.$17.3 billian taxes, rates and contributions, U.S.$4.8 Millio current
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transfers and donations and U.S.$1.2 billion irepttevenues. The 2016 draft budget, as presewtiapproved
by the National Assembly on November 24, 2015 asuhine effective on January 1, 2016 (the “2016 Btifdge

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 20dég@t would
be adjusted by approximately U.S.$800 million. Thiaister specified that approximately U.S.$400limil would
be reduced from investment and current expenseshatdhere would also be reductions to the budgkthe
Autonomous Decentralized Governments. The MinistryFinance made reductions in its estimates oémae
forecasts for non-petroleum revenue by U.S.$780iamjlincome tax by U.S.$507 million, value addec by
U.S.$818 million, and the Currency Outflow Tax bySl$209 million as compared to the original 2016idet
revenue forecasts. In addition, while making réidns to permanent expenses by U.S.$203 millionvesges and
salaries by U.S.$284 million, the Ministry of Firanhas increased its projected expenses for thvesimo of goods
and services by U.S.$137 million and other non-perent costs by U.S.$965 million, both as compaceth¢
original 2016 Budget revenue forecasts.

For 2017, the Ministry of Finance’s estimated peofn for financing needs (both internal debt and
external debt) is U.S.$12.56 billiorThe Ministry of Finance estimates that approximatélS.$6.43 billion will
derive from international financing and approxinhatd.S.$6.13 billion from domestic financing. Witkespect to
international financing, the Ministry of Financepexts that such financing may come from variousrcas)
including drawdowns under existing loan facilitiegw bilateral and multilateral lending facilitidsynd issuances
and other methods of providing liquidity that thepRblic has previously utilized, such as oil seatated
transactions, among others. With respect to doméstincing, the Ministry of Finance expects thattsfinancing
may derive from rollovers of existing debt, newgaments by the Ministry of Finance and the CerBeak, certain
projects and domestic operations. While the MigisfrFinance has expectations as to the approxiamatunts to
be derived from the various sources, such allocassubject to market conditions as well as tHecigs of the new
administration and such amounts and the use dirthrcing sources set forth in this paragraph jesu to change.

Pursuant to Article 295 of the 2008 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 (the “2017 Budget’)l e presented for National Assembly approval initthe first
90 days of the term of the next president, whiclsdseduled to begin on May 24, 2017. In the inmgperiod,
Article 107 of the Public Planning and Finance Cpdavides that the total amount of the budget li@r preceding
year, which in this case is the 2016 Budget, asallyi approved by the National Assembly, will beed as the
provisional budget for 2017 until the 2017 Budgeiapproved. Article 118 of the Public Planning &iidance
Code, grants the Ministry of Finance the authamtynodify any approved budget in an amount up @ 16 any
approved allocation. The Ministry of Finance haes authority to modify the 2016 Budget while ibising used as
the provisional budget for 2017 and until the 2@Liciget is approved. Although the initial 2016 aggte budget
allocation of U.S.$ U.S.$29.8 billion remains whilee 2016 budget operates as the provisional budge2017,
there have been modifications to the budget alimeabr each sector. The most important differenaes in an
increase to the budgeted amounts for the commumnsatsocial welfare and urban and housing devedopm
sectors and in a decrease to the budgeted amaurttsefNational Treasury Account as well as in dases to the
budgeted amounts for the natural resources ancdudtgrial sectors.

160



PUBLIC DEBT
General

Public sector aggregate debt, including interna external debt of the financial and non-finangablic
sector and the external Central Bank debt balawes, U.S.$32,771.2 as of December 31, 2015, compared
U.S.$30,140.2 million as of December 31, 2014, $23,846.7 million as of December 31, 2013, U.S&833
million as of December 31, 2012 and U.S.$14,561lifiom as of December 31, 2011. Since October 2016
pursuant to Decree 1218, the consolidated methggadl the legal methodology in Ecuador to calculatélic
sector debt to GDP in Ecuador and is in accordavitte the IMF methodology, the IMF GFS. Public teec
consolidated debt, including internal and exterdabt of the financial and non-financial public secand the
external Central Bank debt balance, was U.S.$27diion as of March 31, 2017, U.S.$26,811 as ot@&m=ber 31,
2016, U.S$21,273 million as of December 31, 20bbmared to U.S.$18,679 million as of December 31,42
U.S.$13,957 million as of December 31, 2013, ar8l$11,526 million as of December 31, 2012 . Tlueeiase in
public sector debt in 2016 was primarily due toigseiance of the 2022 and 2026 bonds. The ratiataf aggregate
public sector debt to GDP increased from 32.7%f &ecember 31, 2015 to 39.6% as of December 316.20he
ratio of total public sector consolidated debt ©ORsincreased from 21.2% as of December 31, 2025 @96 as of
December 31, 2016. The ratio of total public @econsolidated debt to GDP increased from 21.9%f &darch
31, 2016 to 27.32% as of March 31, 2017 (which dakéo account the issuance of the Notes). As afchl&1,
2017, interest payments on all debt obligationseggnt approximately 2.5% of GDP.

Since President Correa was elected in 2007, Ecusdochanged the focus of its public debt. Ecubéer
focused on its relationships with Latin Americars&@ multilateral entities and new bilateral padgnsuch as China.
Ecuador has executed several loan agreements Wwitta @ the past seven years and continues toboobige with
long-time partners such as Spain and Brazil. ltnLAmerica, Ecuador has strengthened ties with,IBBF, and
FLAR.

Under the 2008 Constitution, the National Assenmtthys the power to adopt legislation governing the
issuance of public debt and to appropriate fundsired for debt service. Acting pursuant to thisstitutional
mandate, the National Assembly approved the P&dioning and Finance Code, which governs the puvesdhat
must be observed in all public debt matters. Thkli® Planning and Finance Code rules concernirgi@ualebt
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—Fisadick.” This requirement is established by Arti@89 of the
2008 Constitution and Article 139 of the PublicriPlang and Finance CodeApproval is not required for any
obligation that is less than 0.15% of the GenetateéSBudget and does not have a sovereign guararAeg
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 aninance Committee is evidenced by a signed memarargigned by each
member of the Debt and Finance Committee. OnceVviinéstry 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 foraghy@ication of foreign law and/or arbitration infareign
jurisdiction. Loan proceeds are disbursed to theisity of Finance, which in turn, transfers sucbgeeds to the
ultimate borrower.

The use of proceeds for public debt is limited byicde 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 debgatitin and (3)
refinance an existing external debt obligation oorenfavorable terms. The Public Planning and Riea@ode
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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 resphbitity of the entity for whose benefit the loan sva
received, debt governed by the Public PlanningRindnce Code is an obligation of the Governmertcofdingly,
transfers from the Government to any entity purstmthe annual budget take into account debt sembligations
for the following year.

This external debt process is in place as a mestmata ensure that Ecuador does not reach the éngts|
of debt it had incurred before the Correa admiaigin. The system of authorization through the sfitution and
the Debt and Finance Committee, plus the 40% of telsDP consolidated limit and other provisionsnir the
Public Planning and Finance Code seek to maintaitalsle external debt and have resulted in a Idvt teGDP
ratio as compared to other countries.

External Debt

The total external debt of the public sector in &for was U.S$25.68 billion as of December 31, 2016,
compared to U.S.$20.23 billion as of December 8152 U.S.$17.58 billion as of December 31, 2014.$12.92
billion as of December 31, 2013, and U.S.$10.8bhilas of December 31, 2012.

The increase in public sector external debt sineeebhber 31, 2012 was primarily the result of the
disbursements of loans to develop various majaastfucture projects, mostly related to hydroeleanergy in
Ecuador, to promote energy independence and redli@ace on non-renewable energy sources, andgsance of
the 2020 and 2024 Bonds. The total external deldhefpublic sector in Ecuador as of March 31, 20b5
U.S.$26.49 billion, an increase from U.S.$21.0%dvil as of March 31, 2016 due primarily to disbunsats of
loans from the China Development Bank and the is=seiaf the 2022 and 2026 bonds.

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

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

As of December 31, As of March 31,
2012 2013 20149 2015®  201€® 2016 2017
9.88 11.86 15.43 18.18 23.14 18.28 23.67
0.99 1.06 2.15 2.04 2.54 2.80 2.85
10.87 12.92 17.58 20.22 25.68 21.09 26.49
External public debt as a percentage of nominal DR 12.4%  13.6% 17.2% 20.2% 26.7% 20.6% 26.3%

Source: Ministry of Finance March 2017 |8Btir.
(1) Includes the 2024 Bonds.
(2) Includes the 2024, 2020 Bonds.
(3) Includes the 2024, 2020, 2022 and 2026 Bonds.
(4) Includes the 2024, 2020, 2022 and 2026 Bonds. Gaémiusing Central Bank GDP data, except for Ma2@li7 percentage which is
calculated using estimates from the Ministry afdfice and the Central Bank.

The following table shows the composition of the&aic’s external public debt by type of creditor the
periods presented. Provincial governments and cmalities may incur debt through the Ministry ah&nce if
they follow certain requirements established by, lamd certain provincial and municipal governmédrage issued
external debt, which is included in the table abowder the heading of “Public financial and norefiaial entities.”
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Public Sector External Debt by Type of Creditol
(in billions of U.S. dollars)

As of December 31, As of March 31,
2012 2013 2014 2015 2016 2016 2017
Multilateral ..........cccooveeeieiicieeeeeeeee e, 5.87 6.01 6.56 7.93 8.25 7.97 8.26
Bilateral .......ceeoeeeieeeieeeece et 3.87 5.75 6.15 6.42 8.00 6.42 7.89
Commercial and Bonds...........ccccvveevvveceeneenennee. 1.13 1.16 4.88 5.87 9.43 6.70 10.35
Total Public Sector External Debt..................... 10.87 12.92 17.59 20.22 25.68 21.09 26.49

Source: Ministry of Finance March 2017 Bulletin.

The increase in bilateral debt of the Republic pmllic financial and non-financial entities from d@enber
31, 2012 to December 31, 2016 was due mainly to aedw being obtained from bilateral lenders rathan from
the international bond markets, following the remarse by the Republic of the 2012 and 2030 Borkis. more
information see “Public Debt—Debt Obligations—2Gi®i 2030 Bonds and tender offer.”

Total indebtedness owed to multilateral institusiamas U.S.$8.25 billion as of December 31, 201& Th
Republic is current on all its obligations to mialtéral 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 totabt#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 @5 of the total bilateral debt), U.S.$295.5 miili¢}.5% of the
total bilateral debt) and U.S.$140.6 million (2.2¥%the total bilateral debt), respectively.

As of December 31, 2016, the top three bilatenadiées to Ecuador were China, Brazil, and Spairfy wit
debt levels of U.S.$6,974.5 million (89.5% of thatat bilateral debt), U.S.$227.7 million (2.92% tbfe total
bilateral debt) and U.S.$133.4 million (1.71% cé total bilateral debt), respectively.

As of March 31, 2016, the top three bilateral lasde Ecuador were China, Brazil and Spain, withtde
levels of U.S.$5,278.5 million (86% of the totalalbéral debt), U.S.$295.5 million (4.8% of the tdtdateral debt)
and U.S.$136.8 million (2.2% of the total bilatedabt), respectively.

As of March 31, 2017, the top three bilateral lasde Ecuador were China, Brazil and Spain, withtde
levels of U.S.$6,807.4 million (88.7% of the tohilateral debt), U.S.$220.3 million (2.87% of theta bilateral
debt) and U.S.$164.7 million (2.18% of the totdatsral debt) respectively

As of March 31, 2017, total indebtedness owed téilateral institutions was U.S.$8,261 million atadal
indebtedness owed to bilateral entities was U.38¥ million. The Republic is current on all of @bligations to
bilateral lenders.

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 spreas, glpremium paid due to the term of the contratke spread is
calculated using Argus, a crude oil price assessmrlication (“Argus”) and the quality of crudd aeis measured

by the American Petroleum Institute. Under thege@ments, Ecuador is required to invest the loameounts in
specific infrastructure projects or programs in &bor. The first loan agreement, signed in 201@itay 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.
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On January 7, 2015, Ecuador entered into a memonaradl 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 used for eligible infrastrucamd development projects in Ecuador.

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

On December 22, 2016 the Municipality of Ibarraeeed into a U.S.$52.5 million loan with the World
Bank for a transport infrastructure improvementigeb The loan has a term of twenty-four yearsiarglaranteed
by Ecuador acting through the Ministry of Finance.

On December 22, 2016, Ecuador, acting through itssty of Finance, entered into a 12 year terrmloa
facility for U.S.$167.4 million with Bank of Chin&imited, Beijing Branch, Bank of China Limited Liaimg
Branch, Bank of China Limited, Panama Branch, Bain®hina, Hong Kong Branch and Deutsche Bank AQ)dHo
Kong Branch. The proceeds of the facility weredugefinance the construction of schools in Ecuaaha purchase
of related goods and equipment.

On December 22, 2016, Ecuador entered into a W%$Aillion loan with the World Bank for a term of
35 years to finance a project to increase the leneolt of technical and technological educationagpams in
Ecuador and strengthen the institutional managewofesuch programs.

On December 28, 2016, Ecuador entered into a WRRSWillion credit agreement with a term of twenty
years with the European Investment Bank to fingheeconstruction, renovation and equipment of 2hreal and
technological institutes of higher education in &abor.

On February 2, 2017, Ecuador entered into a U.Si8ion loan with the JBIC with a term of 12 yedrs
finance an energy efficiency project related tadestial water heating.

On February 16, 2017, Ecuador gave its guarantBettmamazonas’ issuance of two tranches of notes,
of which is the Remarketed Notes. Under the firab¢he, Petroamazonas issued U.S.$355,225,848t25 doe
2019 with a coupon of 2.000% pursuant to an inden¢éntered into between Ecuador, the Issuer, tingk BENew
York Mellon and the Bank of New York Mellon, Londdsranch. Under the second tranche, the Issuerdssue
U.S.$315,339,980.55 of the Remarketed Notes purdozen indenture as described in “Descriptionhaf Notes
and the Guarantee.”

On March 14, 2017, Ecuador entered into a U.S.$8illbn loan with the CAF with a term of two years
to partially finance projects relating to the getren, distribution and transmission of electricity
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The following table lists current material bilateaad multilateral indebtedness by agreement amdile

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

Balance as of

Creditor Interest Rate Type Currency Date Issued Maturity March 31, 2017
Multilateral

IBD ettt Variable U.s.$ 1966- 2016 2016-2049 ,654.2
CAF Variable U.sS.$ 2005- 2016 2016-2031 168,8
FLAR oo Variable U.S.$ 2014 2017 154.4
Others™ ... Fixed, Variable Euro, U.S.$ 1968-2016 2016-2051 92.3
RIo] e LIV ] EoY = = U D= o | USSR PRt 8,261.9
Bilateral

China....cooieeeie e e Fixed, Variable RMB, U.S.$ 2010-2016  2019-2036 6,807.4
Brazil.......ccoovevveeiieece e Variable U.sS.$ 2000-2013 2018-2023 .320
SPAIN .o Fixed U.sS.$ 1987-2016 2016-2042 167.7
HAIY o Fixed Euro 1995-2015 2025-2047 3.8
JAPAN ..o e Fixed, Variable Yen 1988-2014 20128 39.2
Others®? @ e x&t, Variable DEG, Won, Libra, Chf 1985-2015 20153 639.1
i) U ST T = U LY o) USSR PROPPRRPROt 7,877.5
(013 T=Y gl =Y o OO OO 10,346.8

I U S C=T A =TI 1= o USSR UPROPPRRPROt 26,486.2

Source: Ministry of Finance as of March 2017.

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

(2) Includes amounts of loans from Paris Club membe
(3) Other bilateral lenders include South Korearrny, France, and the United States, among others.

(4) “Other debt” includes commercial debt and amewwed under the 2030 Bonds, the 2020 Bonds, @& Bonds, the 2024 Bonds, the 2026
Bonds and the Brady Bonds.

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

Interest on Public Sector External Dek

At December 31, 2015 At December 31, 2016 At March 31, 2017
Amount Percentage Amount Percentage Amount Percentage
(in mlgg?;;)f US. (in millions of U.S. dollars,  (in millions of U.S. dollars,
except percentages) except percentages) except percentages)
Fixed Rate
0-3%0. ettt 844.9 4.2% 982.2 3.8% 1,015.6 3.8%
BBt 249.0 1.2% 125.8 0.5% 211.9 0.8%
58U, 8,005.0 39.6% 9,319.5 36.3% 8,993.3 34.0%
More than 1,859.2 9.2% 4,624.1 18.0% 5,986.8 22.6%
BYEY e
Floating Rate... . 9,267.1 45.8% 10,627.7 41.4% 10,278.6 38.8%
TOtal. oo, 20,225.2 100% 25,679.3 100% 26,486.2 100%

Source: 2015 Figures from Ministry of Finance Debem2015 Bulletin; 2016 Figures from Ministry ofnleince December 2016
Bulletin; 2017 Figures from Ministry of Finance Mzr 2017 Bulletin.

(1) Reflect the amounts under the 2024 Bonds

(2) Reflects the amounts under the 2015, 2020, 20225 26d the 2030 Bonds.
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The following table sets forth scheduled debt senfor the Republic’s total public external deht floe

periods presented.

Public Sector External Debt Service Maturity 2017-227%

(in millions of dollars)

2017
Central Government 3,958
Principal................ 2,427
Interest.................. 1,531
Rest of Public Sector 667
Principal................ 497
Interest................ 170
Total Debt Service 4,624

For the Year Ending December 31,

2018

3,649
2,211
1,438
1,004
851
154

4,653

Source: Ministry of Finance as of March 2017

Internal Debt

2019

3,347
2,004
1,343
952
840
112

4,299

2020

4,482
3,308
1,173
485
409
76

4,967

2021

2,488
1,483
1,005
259
204
54

2,746

2022

4,267
3,441
826
184
138
46

4,451

2023

2,018
1,367
650
160
120
40

2,178

2024

3,696
3,190
506
141
106
35

3,838

2025 2026 027 2
1,392 2,820 1,276
1,016 2,481 1,133

376 339 143
123 110 87

92 84 65

31 27 23
1515 2,930 1,363

The Government's internal debt consists of oblmadito both public sector and private entities.blieu
sector aggregate internal debt increased from @.88%billion as of December 31, 2012 to U.S.$1h#on as of
December 31, 2015, due primarily to increased rsses of long and short-term government notes. Tufalic
aggregate internal debt decreased by U.S.$0.08rbiitom U.S.$12.55 billion in December 2015 to 1$82.46
billion in December 2016 because the amount of depaid at maturity exceeded the amount of dehirred

during this periodAs of March 31, 2017, public sector aggregate imgkdebt was U.S.$13.98 billion, an increase

from U.S.$13.86 billion as of March 31, 2016. AsMérch 31, 2017, public sector consolidated intedwsdbt was
U.S.$0.98 billion, a decrease from U.S.$1.36 billas of March 31, 2016.

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

Central Government Notes ...................

Governmental Entitie®’

Public Sector Internal Deb!

(in billions of U.S. dollars, except percentage)
As of December 31,

As of March 31,

Source: Ministry of Finance MardBulletin

2012 2013 2014 2015 2016 2016 2017
6.95 9.12 11.78 11.78 11.70 13.10 13.21
0.83 0.80 0.78 0.77 0.76 0.76 0.76
7.78 9.93 12.56 12.55 12.46 13.86 13.97
8.8% 10.4% 12.3% 12.5% 12.9% 13.5% 13.9%

(1) Directissuances backed by IESS and the EcuadDeaerlopment Bank. Government is the debtor uniiiéntarnal debt issuances.
(2) Total public sector internal debt under the aggtiegamethodology.
(3) Calculated using Central Bank GDP data.

As of December 31, 2016, approximately 93.9% ofdelaw’s internal public indebtedness consists afi{on

term originally issued dollar-denominated notesurréntly, all internal debt obligations are issuadough the
Ministry of Finance. As of December 31, 2016, appnately 6.1% of Ecuador’s internal public indebiess is
held by Governmental Entities, such as IESS andEthmdorian Development Bank. The Ministry of Ficeiand
the Central Bank entered into a short-term loareegent of U.S.$516.0 million on March 31, 2017 ideo to
increase liquidity in the national economy. Therent outstanding amount of all such loans is apprately

U.S.$ 5.8 billion as of March 31, 2017.

The Ministry of Finance and COSEDE, acting as &est temporarily assumed the debts and assets of
AGD. They were then permanently transferred to CH¥r further information on these transfers, ‘d¢enetary
System—The Financial Safety Net-Deposit Insurandddtes issued by the AGD matured and were fuliyl joéf

by the Government, in December 2014.
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Public Sector Internal Debt
(in millions of U.S.$, except percentages)

As of December 31, As of March 31,
2012 2013 2014 2015 2016 2017
U.S.$ % U.S.$ % U.S.$ % U.S.$ % U.S.$ % U.S.$ %
Short-term nNotes.........ccoceevvennene - - - - - - - - - - - -
Long-term note§" 6,817 87.6 8,992 90.6 11,779 93.8 11,780 93.9 11,695 93.9 13,213 94.5
AGD notes®?...... .. 133 17 133 1.3 - - - - - - - -
CFEN notes® ......cocoovvreeeeeenn. - - _ _ - - - - - - - -
Total notes..........cccu.e.... 6,950 89.3 9,125 91.9 11,779 93.8 11,780 93.9 $1,69 939 13,213 94.5
Governmental Entities™ .......... 830 10.7 802 8.1 780 6.2 767 6.1 762 6.1 765 55
Total internal debt®................. 7,780 100 9,927 100 12,559 100 12,547 100 12,457 0 1013,979 100

Source: Ministry of Finance March 20:

(1) Securities placed by Ecuador accordingetoreks and resolutions issued to finance projeas fhe state budget and annual investment plan.

(2) Law 98-17 of November 26, 1998, publishe®ificial Gazette No. 78 of December 1, 1998 (“L@8+17") authorized the issuance of government barsd
part of the resources for the operations of thed3gGuarantee Agency. These bonds were issuealtéom of 15 years, with payment of principal at
maturity and annual interest payments at a rafe2®§.

(3) These bonds issued under Law 98-17 asitatapntribution to the National Finance Corpaoati The value of these bonds was U.S.$424.9 millioay
had 7-year and 11-year terms with semi-annual paysnof principal and interest at Libor plus 189<margin.

(4) Direct issuances backed by IESS and the@mian Development Bank.

(5) Total public sector internal debt under diggregation methodology.

Ecuador has not issued any short-term debt in 04 with a maturity equal to or less than one yeand
subject to market conditions, is not likely to issany such debt in the future. Ecuador’'s mediummtend short-
term obligations have generally been issued tonfieadevelopment projects and to restructure or igeofor
revenue shortfalls in the Government’s budget fgivan year. Notes issued for development projectgyenerally
privately held by entities contracted to underttiese development projects. Notes issued for buégeucturing,
which generally have a maturity greater than orer,yare placed on the Ecuadorian Stock Exchangesase
currently held by both public and private holders.

Decree 1218

On October 25, 2016, pursuant to Article 147, G¥aa8 of the 2008 Constitution, President Correa
exercised his presidential authority to issue immaeting regulations and signed Decree 1218, whiodifies
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 40% established in Article 124 loé tPublic Planning and Finance Code has been eeadteddnder
Decree 1218, the Ministry of Finance will now ube Total Consolidated Public Debt methodology sgtim the
Manual of Public Finance Statistics of the IMF. eTtMF GFS, which was published in 2001, providest tihe
presentation of government financial statisticgJuding total public debt, should be calculatedaononsolidated
basis rather than on an aggregate basis. Accordinpe IMF GFS, the consolidation methodology pres
statistics for a group of units as if accounting dosingle unit. In the context of total publichtiethis means that
debt that flows between governmental units or iestior between the central government and thesergmental
units or entities (“intra-governmental debt*) istniocluded in the calculation of total public debt. contrast, the
aggregation methodology, which the Ministry of Fina used prior to Decree 1218, does include intra-
governmental debt in the calculation of total pallebt. By changing the method of calculatingltptéblic debt
from an aggregation methodology to a consolidati@thodology, Decree 1218 effectively eliminategaiertypes
of debt from the calculation and, by extension,uces the amount of total public debt taken intooant for
purposes of the 40% total public debt to GDP cgilifFollowing the enactment of Decree 1218, theidfliy of
Finance has been in communication with the IMF wét$pect to methodologies used for measuring pdelit.

Certain of the total public debt and public debtGBP ratio information set forth in this Remarketin
Circular is based on the aggregation methodologlycantain of the total public debt and public debGDP ratio
information is based on the consolidation methaoghpldhe table below sets forth the total consolidgtublic debt
and total consolidated public debt as a percertaGdOP.
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Debt to GDP Ratic

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

As of December 31, As of March 31,
2012 2013 2014 2015 2016 2016 2017
Aggregate Total Debt...................... 18,652.3 22,846.7 30,140.2 32,7712  38,1%6.6 34,954.9" 40,465.2
Consolidated Total Debt................... 11,525.5 13,957.2 18,679.2 21,272.8  26,890.6 22,452.8 27,466.9
Consolidated Debt to GDP Ratia..... 13.1 14.7 18.3 21.2 27.9 21.9 223

Source: Ministry of Finance March 2017 Bulletin
(1) December 2016 figures and March 2016 figures basddinistry of Finance December 2016 and March 2BliBetin respectively.
(2) Based on Ministry of Finance estimate of projec®P, which differs from look-back data from the @ahBank.

Decree 1218 does not affect external debt as etteebt is owed to entities outside of the Ecuautori
government and is, therefore, not affected by tkausion of intra-governmental debt. Using the raggtion
methodology, the total internal debt of EcuadorofdMarch 31, 2017 was U.S.$13.98 billion, compaveth
U.S.$13.86 billion as of March 31, 2016. This irase is primarily due to the increased issuanceowémpment
notes. Using the consolidation methodology, thal toternal debt of Ecuador, as of March 31, 20i&s U.S.$0.98
billion, compared with U.S.$1.36 billion as of Mar@1, 2016. This decrease in internal debt under t
consolidation methodology is primarily due to thepayment of certain bonds upon maturity. The U390
billion under the aggregation methodology figure fdarch 31, 2017 that is excluded from the equivhle
consolidation methodology figure corresponds tagatlons owed by the Ecuadorian government to gowental
entities such as BIESS and IESS. Because onlgaiins owed to private, non-governmental entaiescounted
toward the total internal debt of Ecuador underdbesolidation methodology, the total consolidatedrnal debt
figure is lower than the total aggregate interredtdigure.

Debt Obligations
Brady Bonds and Eurobonds

In May 1994, the Government reached an agreemeéhtitsicommercial bank creditors to restructure the
Republic’s medium-term and long-term commercialkodebt (the “Brady Plan”). The Brady Plan offeredditors
the opportunity to exchange existing principaldaher: (i) 30-year notes of the same face amdhet“Par Notes”),
with interest initially fixed at 3% incrementallgdreased over the first ten years up to a ratéobb (ii) 30-year
notes with a face amount equal to 55% of the fateevof the debt exchanged (the “Discount Notegétioer with
the Par Notes, the “Brady Bonds”) and bearing egeat the London Interbank Offered Rate (“LIBORI)s 13-
16%. The principal of Par Notes and Discount Notes fully collateralized by 30-year U.S. Treasuptes and
interest on those Notes was collateralized on aa@th rolling basis. The Brady Plan also offereddaors the
opportunity to exchange accrued and unpaid intdiestwo instruments: (i) 20-year notes bearingeiigst at
LIBOR plus 13-16% (the “PDI Notes”) and (ii) tenarenotes bearing-interest at LIBOR plus 13-16% and
representing certain accrued and unpaid overdeeesttunder the Consolidation Agreement (the “IEelID).

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 DI Notes,
respectively. The Republic also agreed to makaicesdditional cash payments in respect of ovencligeest.

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 Bortig,
“2012 and 2030 Bonds”) together with a cash payrf@many and all of the Old Notes.
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In December 2005, the Republic successfully laudce 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 and iiegt 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 20t
2030 Bonds were originally issued in exchange foorpdebt offerings of the Republic in order to exd the
maturity dates of those prior obligations. Thiadét followed the publication of a report in 2008 the CAIC, a
committee composed of representatives from bottEthedorian government and private sector orgaaimmgnd
members of civil society. CAIC reviewed Ecuadodabt obligations from 1976 to 2006. This report mad
number of findings regarding the legitimacy of Edoigs debt obligations (including the 2012 and 2@&Mds), in
particular relating to concerns involving the pataissumption of private debt, appropriate authtioma, sovereign
immunity, and the relevant economic terms of thbt diligations incurred. After the default, whiokcurred
during the first term of President Correa’s admiaison, Ecuador offered to repurchase the 2012 208D
Bonds. In April 2009 and November 2009, the Répuaunched tender offers, in cash, to holderthef2012 and
2030 Bonds. Approximately 93.22% of the bonds werelered in the April 2009 and the November 2@p@l¢r
offers and were bought out at 35 cents on the oldthough some holders continue to hold the dieéal 2012
and 2030 Bonds, Ecuador has since successfullyaegged additional 2012 and 2030 Bonds from remgini
holders. As of the date hereof, the total aggeegatount of outstanding principal on the 2012 ab@D2Bonds is
U.S.$52.1 million, which represents 1.6% of thejiordl aggregate principal amount of the 2012 ar@DZBonds.

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. GMQuntarily withdrew its complaint pursuant to a sstient
agreement between the parties. A stipulation disimg the complaint was filed on March 16, 2015]armthat
stipulation, the case cannot be refiled.

On January 30, 2015, Daniel Penades issued progeedigainst Ecuador in respect of an alleged
U.S.$455,000 holding of 2030 Bonds. Ecuador wagesewith a notification of the claim on Septemtér 2015.
On January 15, 2016, Ecuador filed a motion to dismOn September 30, 2016, the United Statesi@istourt
for the Southern District of New York granted Ecoisl January 15, 2016 motion to dismiss the Penadeplaint
and ordered the case closed. On October 27, R1®enades filed a notice of appeal with the SewttDistrict of
New York to the United States Court of Appeals tfoe Second Circuit. Thereafter, Mr. Penades digyg fthe
required standard forms to initiate the new appaaeé.

On November 29, 2016 the United States Court ofedfpfor the Second Circuit issued a notice stating
that the appeal had been assigned to the Courpedibed Appeals Calendar. On January 3, 2017, Enafes
submitted a brief in support of his position. Edofiled its brief in response on February 7, 200 February 7,
2017, Mr. Penades filed a motion requesting a gxtension to file his reply brief by March 8, 201@n February
8, 2017, the United States Court of Appeals for3keond Circuit granted Mr. Penades’ motion. Obriary 23,
2017, the United States Court of Appeals for theo8d Circuit scheduled the case for May 2017.

2024 Bonds

On June 17, 2014, the Republic successfully issli&d$2 billion of Bonds due June 2024, with a caupo
of 7.95% at 100% of the purchase price. The mexsnt interest payment on the 2024 Bonds, whichduason
December 20, 2016, was paid by the Republic inraleree with the relevant indenture. The Republicuisent on
its financial obligations under the 2024 Bonds aridnds to make all payments as they become dugayable.
The Republic used the proceeds of the 2024 Bond8n#mce its various hydroelectric projects andeoth
infrastructure projects contemplated in the Nati@evelopment Plan.
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2020 Bonds

On March 24, 2015, the Republic successfully isduéti$750 million of Bonds due March 2020 with a
coupon of 10.50%, the Original 2020 Issuance, 8%4.0f the purchase price. The Republic reopeneditiginal
2020 Issuance on May 19, 2015 and successfulledssun additional U.S.$750 million of Bonds at ac@rof
107.789%, also due 2020. The most recent intpegghent on the 2020 Bonds, which was due on Mad¢l2@17,
was paid by the Republic in accordance with thewvasit indenture. The Republic is current on itsaricial
obligations under the 2020 Bonds and intends toenadlkpayments as they become due and payable R&peblic
used the proceeds of the 2020 Bonds to financeahieus hydroelectric projects and other infraduiue projects
contemplated in the National Development Plan.

2022 Bonds

On July 28, 2016, the Republic successfully issUedl$1.0 billion of Bonds due 2022 with a coupon of
10.75%, the Original 2022 Issuance, at 100% ofphechase price. The Republic reopened the OrigGar
Issuance on September 30, 2016 and successfulgdsmn additional U.S.$ 1.0 billion of Bonds atiaeof 100%,
also due 2022. The Republic is current on itsnfana obligations under the 2022 Bonds and intdndsiake all
payments as they become due and payable. The Repséd the proceeds of the 2022 Bonds to finéiscearious
hydroelectric projects and other infrastructurggets contemplated in the National Development Plan

2026 Bonds

On December 13, 2016, the Republic successfullyesd).S.$750 million of Bonds due 2026 with a
coupon of 9.650% at 100% of the purchase pricee Républic reopened the Original 2026 Issuancennaly 13,
2016 and successfully issued an additional U.Sbillion of Bonds at a price of 103.364% also @®26 .The
Republic is current on its financial obligationsden the 2026 Bonds and intends to make all paymenthey
become due and payable. The Republic used thequead the 2026 bonds to (1) finance Governmengrpros,
(2) finance infrastructure projects that have thpacity to repay the related debt obligations an@} refinance an
existing external debt obligation on more favoréblens.

Other obligations

In June 2003, the Republic agreed with its Parig@rreditors to reschedule U.S.$81 million of latat
debt. Payments due on official development aid doarre rescheduled over a period of 20 years; thosether
credits were rescheduled over a period of 18 yéer®f the date of this Remarketing Circular, thep&blic was in
compliance with all of the terms of its Paris Clidans. Further, in recent years, the Republic asdhed
successful debt exchanges in Germany, Spain ayd Ita

On January 7, 2015, Ecuador entered into a memonaradl 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 infrtattire and development projects in Ecuador. Ors#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 agregniéhe initial priority list include 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 Andnima Espafiola. The proceeds of tisé disbursement of the loan were used to purchadar r
equipment and other equipment for the air deferisEcaador. This agreement provides for a U.S.$88om
facility to be repaid during a term of nine years.

On March 31, 2015, Ecuador entered into a 13 y&&,$85.7 million facility agreement with the Baok
China Limited, Panama Branch (U.S.$60.0 million outment) and Deutsche Bank AG, Hong Kong Branch
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(U.S.$25.7 million commitment). The proceeds frane first disbursement of this facility were usemt the
restoration and improvement of the Sigchos—Chudohiind Buena Vista—Vega Rivera—Paccha—Zaruma
Highways.

In January 2016, Petroecuador entered into a agditiement for a facility of up to U.S.$970 millisom
a consortium of banks led by Industrial and Commaémank of China Limited, China Exim Bank, and @i
Minsheng Banking Corp., Ltd. The first tranche o5Ll$820 million was disbursed in February 2016.e Tdcility
was related to a multiparty contractual structam®lving a crude oil delivery contract entered imiith PetroChina.
The credit has a term of five years.

In February 2016, the Republic entered into a WSBdmillion 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 agremrhwas related to a multiparty contractual stmectavolving a
crude oil delivery contract entered into with P&€aa.

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 meire.|

On July 28, 2016, IESS entered into two loans fd.$65.0 million and U.S.$13.3 million, respectjvel
both with Deutsche Bank, Sociedad Andnima Espafadagent, various other financial institutionspresidated
lead arrangers and Ecuador, acting through itsdiipniof Finance, as guarantor. The loans are teepaid over a
term of seven years and are to be used to finameecdnstruction and outfitting of hospitals in thides of
Guayaquil and 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 proceediseofoan towards reconstruction efforts in thosaaraffected by
the Pedernales Earthquake.

On November 17, 2016, the Republic, acting throitghMinistry of Finance, entered into a 20-year,
U.S.$102.6 million loan facility with China Exim Bk to be used to finance the survey, design andtagction of
the Santa Ana Aqueduct Hydraulic Stage One Project.

On November 29, 2016, the Republic entered into.8.819.7 million loan facility with a final
amortization date of October 15, 2041 with IDB teahce costs related to its emergency responsegmobpr
reconstruction efforts in those areas affectecheyRedernales 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 beeltdvered to PTT International during the five-ydarm of the
contract. On December 6, 2016, Petroecuador signekl oil sale and purchase contract with Omaadihg
International Ltd (“OTI"), pursuant to which Petoogdor will receive an initial prepayment of U.®3million
shortly after signing for fuel oil to be deliverelOTI during the 30-month term of the contraat.cbnnection with
each contract, the Republic has agreed to refuntiedqurchasers any amounts of the prepaymentseiaicd
surcharges for advance payment which are not oibersatisfied through the delivery of crude oilfoel oil,
respectively, or refunded by Petroecuador in a@mued with the contracts.

171



On December 22, 2016 the Municipality of Ibarraeeed into a U.S.$52.5 million loan with the World
Bank for a transport infrastructure improvementigeb The loan has a term of twenty-four yearsiarglaranteed
by Ecuador acting through the Minister of Finance.

On December 22, 2016, Ecuador, acting through itésty of Finance, entered into a 12 year terrmloa
facility for U.S.$167.4 million with Bank of Chin&imited, Beijing Branch, Bank of China Limited Liamg
Branch, Bank of China Limited, Panama Branch, Bain&hina, Hong Kong Branch and Deutsche Bank AQ)dHo
Kong Branch. The proceeds of the facility weredugefinance the construction of schools in Ecuaaha purchase
of related goods and equipment.

On December 22, 2016, Ecuador entered into a WS $Aillion loan with the World Bank for a term of
35 years to finance a project to increase the leneolt of technical and technological educationagpams in
Ecuador and strengthen the institutional managewfesuch programs.

On December 28 2016, Ecuador entered into a U.Q3$#Rlion credit agreement with a term of twenty
years with the European Investment Bank to fingheeconstruction, renovation and equipment of 2hreal and
technological institutes of higher education in &abor.

On February 2, 2017, Ecuador entered into a U.Si8ion loan with the JBIC with a term of 12 yedrs
finance an energy efficiency project related tadestial water heating.

On February 16, 2017, Ecuador gave its guarantBettmamazonas’ issuance of two tranches of notes,
of which is the Remarketed Notes. Under the firab¢he, Petroamazonas issued U.S.$355,225,848t25 doe
2019 with a coupon of 2.000% pursuant to an inden¢éntered into between Ecuador, the Issuer, tingk BENew
York Mellon and the Bank of New York Mellon, Londdsranch. Under the second tranche, the Issuerdssue
U.S.$315,339,980.55 of the Remarketed Notes purdoeen indenture as described in “Descriptionhaf Notes
and the Guarantee.”

On March 14, 2017, Ecuador entered into a U.S.$8illibn loan with the CAF with a term of two years
to partially finance projects relating to the gexten, distribution and transmission of electricity

172



DESCRIPTION OF THE NOTES AND THE GUARANTEE

The Issuer issued Notes (as defined below) undémdemture between the Issuer, the Guarantor, amel T
Bank of New York Mellon (the “Trustee”), dated Fe&ry 16, 2017the “Indenture”). The following description
summarizes the material provisions of the NotesGharantee and the Indenture. This summary doesantain
all of the information that may be important to yas a potential investor in the Notes. You shoell the
Indenture and the forms of Notes and the Guaralédere making your investment decision.
General
Authorization

The issue of the Notes was authorized by the I'ssdeta No DIR-PAM-EP-001-20017 dated February 13,
2017. The Guarantee was authorized by the Guatsridebt and Finance Committee under the Acta Réisal
No. 0004 dated February 15, 2017.

Please note that the terms of the Notes and theafReted Notes are identical; however, only the
Remarketed Notes are being offered pursuant tBémearketing Agreement.

Basic Terms of the Notes

The Notes were originally issued in an aggregatecial amount of U.S.$315,339,980.55 on Februéry 1
2017.

The Notes:

» are general, direct, unsecured, unsubordinateduandnditional obligations of the Issuer, and rank
equally in terms of priority with the Issuer’s Eptial Indebtedness, provided that such ranking is in
terms of priority only and does not require theuéssto make ratable payments on the Notes with
payments made on its other External Indebtedness;

e mature at par on February 16, 2020;

» are being remarketed in an aggregate principal atafuJ.S.$315,339,980; and

« areissued in denominations of U.S.$200,000 aredjiat multiples of U.S.$1.00 in excess thereof.

The Remarketed Notes will be represented in thm fof Global notes, without coupons, registerechim t
nominee name of the common depositary for Euro@edrClearstream for the accounts of its partidgan

Interest on the Notes:
* accrues at the rate of 4.625% per annum;

* with respect to the originally issued Notes. acdrirem and including the date of issuance and with
respect to the Remarketed Notes, accrues from racidding March 16, 2017 or the most recent
payment date;

« is payable monthly in arrears on thé" Iy of each month, commencing with respect tatiginally
issued Notes on March 16, 2017 and, with respeatted®emarketed Notes, on June 16, 2017;

* is payable to the holders of record at the endhefBusiness Day immediately preceding the related
interest payment date; and
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d)

9)

h)

1)

* is computed on the basis of a 360-day year conmgrik?2 30-day months.
Principal on the Remarketed Notes:
« is payable in monthly arrears on thd"thy of each month, commencing on March 16, 2019.
Basic Terms of the Guarantee
The Guarantee provides that:

the Guarantor irrevocably guarantees the full amdcfual payment of the Guaranteed Obligations wdhes
(whether at maturity, upon redemption, acceleratiootherwise), including the due and punctual payrrof
all principal, premium, if any, and interest amauntved by the Issuer under or in connection with Nlotes
and the Indenture;

the performance of the Guarantor’s obligations urtidle Guarantee are backed by the full faith aeditiof the
Guarantor,

upon the failure by the Issuer to pay any portibrthe Guaranteed Obligations when due (unless soch

payment is due to an administrative or technicatreand is remedied within five Business Days af thate
when such payment is due or, in the case of irttarasunts owed by the Issuer under the Notes amiitiéaal

Amounts, after the expiration of the 30-day graeequ applicable to the Issuer pursuant to the $eofmthe
Indenture), the Guarantee will be payable on writlemand of the Trustee (for the benefit of theddot
(subject to a ten-day grace period following writtdemand on the Guarantor)), without any furtheticeo
requirement, instruction from the Holders or théisgaction of any other condition, and will consta a
guarantee of payment and not of collection;

the Guarantee will remain in effect until the daggon which all the Guaranteed Obligations have been
unconditionally, indefeasibly and irrevocably padull;

if at any time any amount of the Guaranteed Obibgatis rescinded or must otherwise be restoredigiints of
the Guaranteed Parties under the Guarantee wilkibstated with respect to such payments as thgugh
payments had not been made;

the obligations of the Guarantor under the Guaeantéll constitute the general, direct, unsecured,
unsubordinated and unconditional obligations of@uarantor, will be backed by the full faith aneédit of the
Guarantor and will rank equally in terms of prigranly, with the External Indebtedness (other tBacluded
Indebtedness) of the Guarantor; provided that saicking is in terms of priority only and does netjuire that
the Guarantor make ratable payments on the Guarantie payments made on its other External Indetssst

the liability of the Guarantor under the Guaranigeprimary, absolute, irrevocable, unconditionat as
exclusive and independent of any security for d¢reptguaranty of the indebtedness of the Issuerhenet
executed by the Guarantor, any other guarantoy @nly other party, and the liability of the Guamninder
the Guarantee will not be affected or impaired oy @éircumstance or occurrence whatsoever,

the liability of the Guarantor under the Guaranték not be affected or impaired by any circumstanr

occurrence whatsoever, which would reduce, releag@ejudice any of its obligations under the Guotza
(without limitation and whether or not known to, iny invalidity or unenforceability relating to against the
Issuer, for any reason of any of the IndenturéherNotes, or any provision of applicable law putipg to

prohibit the performance by the Issuer of any eftidsuer’s obligations under the Indenture or theeb!

the Guarantor irrevocably and unconditionally vegivto the fullest extent permitted by applicabie:|

0 notice of acceptance of the Guarantee and notitteeoéxistence, creation or incurrence of any litghbi
(whether existing, new or additional) to which iayrapply;
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o all notices that may be required by applicable tawotherwise to preserve intact any rights of any
Secured Party against the Issuer, including anyadeimpresentment, protest, proof of notice of non-
payment or proof of insufficiency of the Issuerimdls or lack of capacity to pay any amount due
pursuant to the Notes, notice of any failure on I$sier's part to perform and comply with any
covenant, agreement, term, condition or provisibany agreement and any other notice to any other
party that may be liable in respect of the Guamht@bligations (including the Issuer);

o any right to the enforcement, assertion or exetojsany secured party of any right, power, privéleg
or remedy conferred upon such Person under thesNibie Indenture, or otherwise;

0 any analogous rights under any applicable law; and

0 any other circumstance which might constitute @isé available to, or a discharge of, the Issuer or
the Guarantor in respect of the Guaranteed Obtigstiwhether as principal or surety, other than
payment in full in cash of the Guaranteed Obligatjo

j) the Guarantee will be a continuing one and allilitéds to which it applies or may apply under ttegms
thereof shall be conclusively presumed to have loeested in reliance thereon; and

k) upon the failure by the Issuer to pay any portibnhe Guaranteed Obligations when due (unless soch
payment is due to an administrative or technicatreand is remedied within five Business Days af thate
when such payment is due or, in the case of irttarasunts owed by the Issuer under the Notes amiitiéaal
Amounts, after the expiration of the 30-day graeequ applicable to the Issuer pursuant to the $eofmthe
Indenture), the Guarantee will be payable on writlemand of the Trustee (for the benefit of thederd
(subject to a ten-day grace period following writtdemand on the Guarantor)), without any furtheiceo
requirement, instruction from the holders or théskzction of any other condition, and will constg a
guarantee of payment and not of collection. Thar&utee will remain in effect until the date uponichk all
the Guaranteed Obligations have been unconditypriatiefeasibly and irrevocably paid in full.

As used herein, the following terms shall haveftilewing meanings:

“Guaranteed Obligations” means all of the Issuer’s obligations to any anemore of the Guaranteed
Parties now existing or hereinafter arising, dir@cindirect, absolute or contingent, due or todnee due,
under the Notes or the Indenture, including withouitation (and without duplication) the principaf and
interest on the Notes, the Additional Amounts (ifrand all of the Issuer’s other obligations, atbes,
debts and liabilities, including indemnities, fea®l interest incurred under, arising out of oranreection
with the Notes or the Indenture (whether or notlenced by any note or instrument and whether ofanot
the payment of money).

“Guaranteed Partie§ means, collectively, the Trustee (and any agémtseof appointed pursuant to the
terms of the Indenture), the holders and any gikeson (other than the Issuer, the Guarantor oPaiblic
Sector Instrumentality) that has a right to receiag payment from the Issuer and the Guarantorruhee
Notes or the Indenture.

“Public Sector Instrumentality” means the Banco Central, any department, ministragency of the
government of the Republic or any corporation, tirdi®ancial institution or other entity owned or
controlled by the government of or any of the faiag. For purposes of the foregoing, "control" metre
power, directly or indirectly, through the ownegstof voting securities or other ownership interest
otherwise, to direct the management of or elechppoint a majority of the board of directors oresth
persons performing similar functions in lieu of, ioraddition to, the board of directors of a cogtimn,
trust, financial institution or other entity.

“Remarketing” The Indenture provides that in the event holdert déast U.S.$200,000,000 of the Notes
exercise a one-time option to remarket the Notes|dsuer, the Guarantor, the Seling Securityhsldad
the Remarketing Agent will enter into a Remarketiagreement to remarket the Notes. For more
information, see “Subscription and Sale”. Theddadnitially issued on the Issue Date were in tiefof
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certificated notes without coupons and two Globatds each without coupons and with a zero balance,
one Global Note, an Unrestricted Global Note areldther Global Note, a Restricted Global Note. The
Indenture provides that in the event the Remargetiocurs and all of the Certificated Notes that the
holders elected to be eligible for remarketing swecessfully remarketed, the Trustee will pay tws¢h
holders of Certificated Notes participating in tRemarketing an amount per Note surrendered to the
Trustee for cancellation in connection with the Reketing, in cash. The Indenture also provides itha
the event not all of the Notes that holders elettetie eligible for the Remarketing were successful
remarketed, the Transfer Agent will, on a pro itzaasis, select the Certificated Notes to be surrecide

the Trustee for cancellation, and the Trustee pélf to the holders of such Notes an amount per,Nwote
cash, to be calculated in accordance with the tefitfsee Remarketing Agreement. The Indenture plewi
that with respect to the Remarketing, the Trangfgent will write up the principal amount of the
Restricted Global Note(s) and the Unrestricted &ldote(s), as applicable, by the correspondinglerno

of the principal amount of the Certificated Notesnly surrendered for cancellation; provided howgetbet

the Transfer Agent, will if applicable, round dowm the nearest dollar, the principal amount of each
Global Note and, if directed in writing by the Issuwill enter the applicable ISIN and Common Code
numbers on the face of each Global Note. Any Geatéd Notes that are not redeemed will remain
outstanding until the maturity date (unless redeepr@r to maturity).

Payment

The Issuer will make payments of principal of, et (including Additional Amounts (as defined lelp
if any) on and premiums, if any, on the Notes [ia tase of Global Notes) by wire transfer of imratgly available
funds to the London Paying Agent on the Businesg@ir to each scheduled payment date. In the oa&lobal
Notes, The London Paying Agent will apply the antsutreceives from Ecuador towards the paymeipriofcipal,
interest (including Additional Amounts, if any) aptemiums, if any, then due. While the Notestaele in global
form, the London Paying Agent will make such payteeto Euroclear or Clearstream or its nominee,has t
registered owner of the Notes, by check or wiradfer in immediately available funds. EurocleaCéearstream
will distribute the funds it receives from the LamdPaying Agent to beneficial holders of the Notewing
accounts at Euroclear or Clearstream, in accordavite Euroclear’s or Clearstream’s records and afieg
procedures. To hold a beneficial interest in ttoéel you must hold an account at Euroclear or Stiesam directly
or through a financial or other institution thasteadirect or indirect account with Euroclear ceatstream.

Neither of Clearstream or Euroclear is an ageth@fissuer. The Trustee is a fiduciary of the haldé the
Notes and any monies it receives from the Issusrdimg payment are to be held by it in trust far #xclusive
benefit of the holders of the Notes. Euroclear @tehrstream are clearing agencies. The manner ichveach of
Euroclear and Clearstream maintains records of floggleinterest in the Notes and how it distributgsyments
made by the Issuer on account of such interesivinén its sole discretion. None of the Issueg uarantor, the
Trustee or the London Paying Agent shall have asponsibility or liability for any aspect of thecoeds of, or
payments made by, Euroclear or Clearstream or tioeninees or direct participants, or for any falon the part of
Euroclear or Clearstream or their direct partictpan making payments to holders of the Notes ftoenfunds they
receive. Ecuador’s obligations to make paymentgriofcipal of and interest on the Notes shall bigsed when
such payments are received by the Trustee.

If the Issuer issues definitive Notes and, witlpees to those Certificated Notes that are not dettapon
a Remarketing, if any, the Trustee will make paytadyy check mailed to the holder’s registered asile, upon
application by the holder of at least U.S.$1,000,®0principal amount of definitive Notes delivertmithe Trustee
not later than the relevant record date, by wimadfer to an account designated by such holder.

If any date for an interest or principal paymenttoa Notes is not a Business Day, the Issuer vakerthe
payment on the next Business Day. No interesherNotes will accrue as a result of this delayagrpent.

If any money that the Issuer pays to the Londorirgaggent (in the case of the Global Notes) for the

purpose of making payments on any Notes is noiediat the end of two years after the applicablengat was
due and payable, then the money will be repaitiéd¢suer. The London Paying Agent will hold theney in trust
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for the relevant holders until six years from tregedon which the payment first became due or ateshperiod of
time provided by law. Before any such repaymdme, Trustee may mail or publish in an authorized spaper
notice that such money remains unclaimed. Aftgr such repayment, holders entitled to receive paynfrem
such monies may look only to the Issuer and neither Trustee nor any paying agent will be liable $ach
payment.

Additional Amounts

Unless otherwise required by law, the Issuer ared @uarantor will make all principal and interest
payments on the Notes or the Guarantee (as aplgfjoaithout withholding or deducting any presenfuture taxes
imposed by Ecuador or any of its political subdoms or taxing authorities. If the Issuer or thea@&ntor as
applicable, is required by law to deduct or witlthtdxes, the Issuer or the Guarantor (as applicablepay the
holders of the Notes such additional amounts as leayecessary to ensure that they receive the aaroent as
they would have received without any withholdingdeduction. Any such amounts to be paid by theelssuthe
Guarantor in accordance with this paragraph shelRolditional Amounts”.

The Issuer and the Guarantor, as the case mayilbeptyhowever, pay any Additional Amounts in pest
of any tax, assessment or other Governmental chiaagjés imposed due to any of the following:

» the holder or beneficial owner has or had some ection with Ecuador other than merely holding the
Note or the receipt of any payment of principabofnterest on that Note;

» the holder has failed to present, where presentédioequired, its Note for payment within 30 days
after the payment first became due or, if the &rount of such payment is not received by the
London Paying Agent (in the case of Global Noteas)oo prior to such due date, the date on which
notice is given to the holder that such paymenthess received and is available to the holder éxcep
to the extent that the holder thereof would havenbentitled to Additional Amounts on presenting the
same for payment as on the last day of such pefi80 days;

» the holder or beneficial owner has failed to complith any certification or other reporting
requirement concerning its nationality, resideridentity or connection with Ecuador or any of its
political subdivisions or taxing authorities, andugdor or any of its political subdivisions or taxi
authorities requires compliance with these repgnteguirements as a precondition to exemption from
all or any portion of any tax withholding or dedoctand has notified the holder or beneficial owner
as applicable, in writing at least 60 days priothie first scheduled payment date for which conmgléa
will be required;

» where the withholding or deduction is imposed opagment to an individual and is required to be
made pursuant to European Council Directive 2008/88(as amended from time to time) or any
other directive implementing the conclusions of BBE@OFIN 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 orflreaholder who would have been able to avoid
the withholding or deduction by presenting thevaig Note to another paying agent in a member state
of the European Union.

The Issuer will pay any present or future stampyicor documentary taxes or any other excise opguty
taxes, charges or similar levies that arise in Houar any of its political subdivisions or taximgithorities in
respect of the creation, issue, execution, deliegryegistration of the Notes. The Issuer willoaisdemnify the
holder and the Trustee from and against any staoyst or documentary taxes or any other excise @pgrty taxes,
charges or similar levies in connection with thé&erement of the Issuer’s obligations under thegddollowing an
event of default.
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Certain Covenants of the Issuer

The Issuer has agreed that as long as any of tbesMemain outstanding or any amount payable by the
Issuer under the Indenture remains unpaid, thetssili:

1.

obtain and maintain in full force and effectatluadorian Authorizations, necessary under ths lafw
Ecuador for the execution and delivery of, and granince by the Issuer 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;

ensure that at all times its obligations untier Kotes are general, direct, unsecured, unsulatedin
and unconditional obligations of the Issuer anduemshat the Notes shall rank equally in terms of
priority with the Issuer’s External Indebtednessvimed, that, such ranking is in terms of priootyly

and does not require that the Issuer make rataym@nts on the Notes with payments made on its
other External Indebtedness;

use its reasonable best efforts to list ancetifegr to maintain the listing of the RemarketedeNmn
the Irish Stock Exchange; and

will not consolidate or merge with or into any other Person; or in a single transaction or a series of
related transactions, sell, lease or otherwisesteandirectly or indirectly, all or substantialiyl of its
assets to any other Person, subject to certairpggns.

Certain Covenants of the Guarantor

The Guarantor has agreed that as long as any dfdtes remain outstanding or any amount payablady
Issuer under the Indenture remains unpaid, thea@tar will:

1.

obtain and maintain in full force and effect Bluadorian Authorizations necessary under the &fws
Ecuador for the execution and delivery of, andqrenfince by the Guarantor under, the Guarantee and
the Indenture or for their validity or enforcealyili and take all necessary and appropriate
Governmental and administrative actions in Ecuadasrder to be able to make all payments to be
made by it under the Guarantee and the Indenture;

ensure that at all times its obligations undee tGuarantee are general, direct, unsecured,
unsubordinated and unconditional obligations of@uarantor and will be backed by the full faith and
credit of the Guarantor and ensure that the Gueeawill rank equally in terms of priority with the
Guarantor’s External Indebtedness (other than Eetiundebtedness), provided, that, such ranking is
in terms of priority only and does not require tilaé Guarantor make ratable payments on the
Guarantee with payments made on its other Exténdabtedness; and

not create or suffer to exist, or permit the @@drBank to create or suffer to exist, any Lierom@ny

of its present or future assets or revenues torseou otherwise provide for the payment of any

External Indebtedness of the Guarantor or the @eBank unless, on or prior to the date such Leen i

created or comes into existence, the obligationshef Guarantor under the Guarantee and the
Indenture are secured equally and ratably with sEgkernal Indebtedness, subject to certain
exceptions.

The Guarantor may, however, create or permit tsistithe following Liens (“Permitted Liens”):

any Lien on property to secure External Indebtesirsssing 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 it wagirally incurred,;
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any Lien upon property to secure the purchase prfceuch property or to secure any External
Indebtedness incurred solely for the purpose @frféging the acquisition of such property;

any Lien on property arising by operation of law farsuant to any agreement establishing a Lien
equivalent to one which would otherwise exist unddevant local law), including without limitation
any right of set-off with respect to demand or tideposits with financial institutions and bankers’
liens with respect to property held by financiatitutions (in each case deposited with or delidece
such financial institutions in the ordinary coucdéhe 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 spoender or cancellation of the principal amount
of any of the Excluded Indebtedness, as define@dut@ertain Defined Terms” below, to the extent
the Lien is created to secure the External Indelatsst

any Lien created in connection with any ProjectaRiting, as defined under “Certain Defined Terms”
below, provided that the properties to which anghsliien applies are solely with respect to (A)
properties which are the subject of such Projecaeing or (B) revenues or claims which arise from
the operation, failure to meet specifications ufalto complete, exploitation, sale or loss ofdamage

to, such properties;

additional Liens created in any calendar year wgmssets, revenues or receivables of Ecuador having,
when encumbered, a fair market value not exceedingggregate amount equal to U.S.$50,000,000
(or the equivalent in other currencies) to collalize, or to purchase collateral, guarantees oeroth
credit support in respect of, new borrowings by dtor, provided that, to the extent that in any
calendar year U.S.$50,000,000 (or the equivalemtlirer currencies) exceeds such aggregate fair
market value of the assets, revenues or receivablencumbered during that year, the aggregate fair
market value of assets, revenues and receivableh whay be encumbered in subsequent calendar
years shall be increased by the amount of suchsexpeovided, however, that the fair market value o
the assets, revenues or receivables so encumberadyi calendar year shall in no event exceed
U.S.$150,000,000 (or the equivalent in other cuies); and

any renewal or extension of any of the Liens descriabove; provided that no renewal or extension of
any permitted Lien shall (A) extend to or cover gngperty other than the property then subjechéo t
Lien being extended or renewed or (B) increasatheunt of financing secured by that Lien.

Events of Default

Each of the following is an event of default untfex Notes:

1.

Non-Paymentithe Issuer fails, on the applicable payment daie(i)t make any payment of
principal or Make-Whole Amount on the Notes (unlessch non-payment is due to an
administrative or technical error and is remediéithiw five Business Days of the date when such
payment is due) or (i) make any payment of anr@geamount or Additional Amount on the
Notes within 30 days of the date when such payrsetie; provided that no event of default shall
occur in respect of either the Issuer or the Guarahan equivalent payment is made when due
by the Guarantor pursuant to the terms of the Giieea(subject to payment by the Guarantor
being made within ten days of written demand banagle by the Trustee on behalf of Holders of
the Notes, upon any such non-payment at the cdoola$ any applicable grace period);

Breach of Other Obligationghe Issuer or the Guarantor fails to performanply with any other

obligation under the Notes or under the Indentimelding the Guarantee) and the Issuer or the
Guarantor (as applicable) does not or cannot duae failure within 30 days after it receives
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10.

written notice from the Trustee or holders of aske25% of the aggregate principal amount of the
Notes then outstanding regarding that default;

the Issuer becomes insolvent or is generallyleni® pay its debts as they become due, and as a
result; (i) applies for or consents to or suffdne appointment of an administrator, liquidator,
receiver or similar officer in respect of the whale any substantial part of the undertaking,
property, assets or revenues of the Issuer; @@daorporate action, legal proceedings or other
procedure or steps in relation to the suspensiopaginents, a moratorium of indebtedness,
winding-up, dissolution, administration, provisibisapervision or reorganization of the Issuer; or
(iif) makes or enters into a general assignmerdgroarrangement or composition with or for the
benefit of its creditors;

Winding-up an order is made or an effective resolution ghdse winding up the Issuer, other
than for purposes of a reorganization in accordavittethe laws of Ecuador;

Cross Default

» the Issuer or the Guarantor fails to make any paynmerespect of any External Indebtedness
(other than Excluded Indebtedness) in an aggregatecipal amount in excess of
U.S.$50,000,000 (or its equivalent in any otherenty) when due (as such date may be
extended by virtue of any applicable grace period or waiver); and

» the holders of at least 25% of the aggregate audstg principal amount of any of the
Issuer’s External Indebtedness or the Guarantotter&al Indebtedness (other than Excluded
Indebtedness) in either case having an aggregaitecigal amount in excess of
U.S.$50,000,000 (or its equivalent in any othereney), accelerate or declare such External
Indebtedness to be due and payable, or requirdgk tprepaid (other than by a regularly
scheduled prepayment), prior to its stated matuaya result of, in each case, the failure of
the Issuer or the Guarantor, as the case mayihegfto pay the principal or interest on such
External Indebtedness, and such acceleration, rdéola or prepayment is not annulled or
rescinded within 30 days;

Moratorium: any of the Issuer, the Guarantor, or a court aper jurisdiction, declares a
moratorium with respect to the payment of principfalor interest on, the Issuer’s or Guarantor’s
External Indebtedness (other than Excluded Indeletgsiof the Guarantor);

Validity: any of the Issuer or the Guarantor denies, riepesl or contests any of its payment
obligations under the Notes or the Indenture, &cdhse may be, in a formal administrative,
legislative, judicial or arbitral proceeding; oryaconstitutional provision, treaty, law, regulation
decree, or other official pronouncement of thedssar any final decision by any court in Ecuador
having jurisdiction, renders it unlawful for thesler to pay any amount due on the Notes or to
perform any of its obligations under the Notestw indenture or for the Guarantor to pay any
amount due on the Guarantee or to perform anysobliligations under the Guarantee or the
Indenture;

IMF Membership the Guarantor fails to maintain its membershiphe IMF or ceases to be
eligible to use the resources of the IMF;

CAF, FLAR, and IDB Membershighe Guarantor fails to maintain its membershipdn,its
eligibility to use the general resources or eqe@nabf, any of CAF, FLAR and IDB;

Judgmentthere shall have been entered against any ofstheer, the Guarantor or the Central
Bank in a matter related to External Indebtednegke( than Excluded Indebtedness of the
Guarantor) a final judgment, decree or order byartcof competent jurisdiction from which no
appeal may be made, or is made within the timet fiami doing so, for the payment of money in
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excess of U.S.$50,000,000 (or its equivalent irtteerocurrency) and 120 days shall have passed
since the entry of any such order without the Isstiee Guarantor or the Central Bank having
satisfied such judgment;

11. Arbitral award: there shall be made against any of the IssuerGtmrantor or the Central Bank in
a matter related to External Indebtedness (ottesr BExcluded Indebtedness of the Guarantor) an
arbitral award by a tribunal of competent jurisiiotfrom which no appeal or application to a
tribunal or court of competent jurisdiction to sside may be made, or is made within the time
limit for doing so, for the payment of money in egs of U.S.$50,000,000 (or its equivalent in
another currency) and 120 days shall have passed #ie making of any such award without the
Issuer, the Guarantor or the Central Bank, asdise may be, having satisfied the award; or

12. the Issuer ceases to be a public-sector eftitye Republic or the Republic shall otherwiseseea
to control the Issuer; or the Issuer shall be digsh disestablished or shall suspend its opersition
in each case other than for purposes of a reorgimizin accordance with the laws of Ecuador,
and such dissolution, disestablishment or suspensfimperations is material in relation to the
business of the Issuer; or the Issuer and enthssit controls shall cease to be, in the aggeegat
the primary public-sector entities which conducplexation, development and production of
hydrocarbons on behalf of the Republic. For theppses of this provision, the term “primary”
shall refer to the production of at least 75% & tarrels of oil equivalent of crude oil and gas
produced by public-sector entities in Ecuador.

If any of the above events of default occurs antbigtinuing, the Trustee may, and at the writteeaion
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 aagaple by notifying the Issuer in writing. The Neteill
become due and payable on the date such writtéceristreceived by or on behalf of the Issuer, ssiarior to such
date all events of default in respect of all of Nates have been cured or waived by the holdermbfess than a
majority of the principal amount of the outstandMagtes as provided in the Notes or in the Indenture

The Trustee will, on behalf of the holders of alltbe Notes, by written notice to the Issuer and th
Guarantor, rescind and annul such declaration e#lation and its consequences, if:

» all events of default (other than the non-paymémirincipal that became due solely as a resultohs
acceleration) have been cured, waived by the h®ldémot less than a majority of the principal
amount of the outstanding Notes or remedied; and

» the Trustee will have been reimbursed or otheratsepensated by Ecuador for all documented costs,
expenses and liabilities reasonably incurred byTtlustee as a result of any such event of default.

Limitation on Time for Claims

Claims against the Issuer or the Guarantor for ghgment of principal of or interest on the Notes
(including Additional Amounts and Make-Whole Amosinif any) must be made within six years afterdage on
which such payment first became due, or such shpetéod provided by applicable 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.
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In the case of any Modification of the terms ancdhdittons of the Notes or of the Indentushich
constitutes a Non-Reserved Matter, as defined uhd&ertain Defined Terms” below, such Modificatiomay be
made with the consent of Ecuador and of holdeet t#ast 66 2/3% in aggregate principal amounhefotes then
outstanding.

In the case of any Modification of the terms ancddittons of the Notes or of the Indentushich
constitutes a Reserved Matter, as defined undertd@eDefined Terms” below, such Modification mag tmade
with the consent of Ecuador and of holders of asie/5% in aggregate principal amount of the Ndbes
outstanding.

Additionally, the Notes allow the Issuer and theatumtor to make Reserved Matter Modifications
affecting two or more series of debt securities.

If the Issuer and the Guarantor propose any Reddénatter Modification (i) to the terms and conditgoof

the Notes and the terms and conditions of at l@aetother series of debt securities issued bystheel ¢, and/or (ii)
to the Indenture insofar as it affects the Noted tnany other indenture(s), fiscal agency agreéf®enr similar
issuance documentation relating to at least oner sttries of debt securities insofar as it affeath debt securities,
(in each case, containing multiple series modifaaprovisions in substantially the same form athim Indenture),
any modification to the terms and conditions of taromore series may be made, and, in each cagberfur
compliance therewith may be waived, with the cohséthe Issuer and the Guarantor, and (x) thedrsldf at least
66%:% of the aggregate principal amount of the outstandebt securities of all series that would bea#d by
that reserved matter modification (taken in aggregaand (y) the holders of more than 50% of thgregate
principal amount of the outstanding debt securitfesach affected series (taken individually).

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 samef as in the Indenture, simultaneously.

If the Issuer and the Guarantor propose any Reddénatter Modification (i) to the terms and conditgoof
the Notes and the terms and conditions of at le@stother series of debt securities issued bystgel, and/or (ii)
to the Indenture insofar as it affects the Noted @ any other indenture(s), fiscal agency agregfseor similar
issuance documentation relating to at least oner attries of debt securities insofar as it affeath debt securities
(in each case, containing multiple series modifataprovisions in substantially the same form athim Indenture),
any modification to the terms and conditions of taomore series may be made, and, in each cagberfur
compliance therewith may be waived, with the coheérthe Issuer and the Guarantor, and the holdieed least
75% of the aggregate principal amount of the ontstey debt securities of all series that would fiected by that
Reserved Matter Modification (taken in aggregagtejvided that the Uniformly Applicable conditiondatisfied.

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 samef as in the Indenture, simultaneously.

The “Uniformly Applicable” condition will be satigd if:

(a) the holders of all the affected series of debt SBes are invited to exchange, convert, or suistit
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 the different
currency of issuance);

and, for the purposes of establishing whether thigotimly Applicable condition has been satisfied:
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(c) the “same terms” is to be construed as meaningséimee 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 featureshe aipplicable debt securities), but any such offay
contain differences as between different serieaffefcted debt securities which are necessary having
regard to the currency of denomination; and

(d) each of the Issuer and the Guarantor shall pronipthish one or more officer’s certificate(s) teeth
Trustee, certifying that the Uniformly Applicableradition has been satisfied, and the Trustee Seall
entitled to accept such officer’s certificate(s)caaclusive evidence of the facts therein set forth

Any debt securities owned or controlled, directly indirectly, by the Issuer or any Public Sector
Instrumentality, which would be disregarded for theposes of a vote (or written action) under thges of debt
securities of which they form part, shall also iebarded 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 Issuer magiapga calculation agent (the “Calculation Ageriti’)consultation
with the Guarantor. The Issuer shall, with the apgl of the Calculation Agent and the Guarantooppulgate the
methodology in accordance with which the par valihe Notes and such affected series of debt gimsuwill be
calculated. In any such case where a CalculatioanAgs appointed, the same person will be appoiatedhe
Calculation Agent for the Notes and each otherctdfd series of debt securities for these purpases,the same
methodology will be promulgated for each affectedes of debt securities. If any series of affectelit securities
is denominated in a currency other than U.S. dglidwe Republic (in consultation with the Guaranstrall appoint
a single Calculation Agent who shall specify a canerally reasonable method for determining the Wi&lar
equivalent of such debt securities for purposesotihg.

The Issuer shall appoint an Aggregation Agent (wiay also be the Calculation Agent) in consultation
with the Guarantor, which shall be independenthef issuer and the Guarantor, to calculate whettiReserved
Matter Modification has been approved by the reglijprincipal amount of the outstanding debt sedesriof the
affected series of debt securities.

If any Reserved Matter Modification is sought i ttontext of a simultaneous offer to exchange #t# d
securities of one or more series for new debt umsénts of the Issuer, the Guarantor or any othesopethe Issuer
and the Guarantor shall ensure that the relevavigions of the Notes, as amended by such Modificaare no
less favorable to the holders of the Notes thamptbeisions of the new instrument being offeredhia exchange, or
if more than one debt instrument is offered, ns fasorable than the new debt instrument issuedhdkie largest
aggregate principal amount.

The Issuer agrees that it will not issue new Naetgh the intention of placing such Notes with hokle
expected to support any Maodification proposed by bsuer (or that the Issuer plans to propose)afpproval
pursuant to the Modification provisions of the Intieeor of the terms and conditions of the Notes.

Any Modification consented to or approved by thddkos of the Notes pursuant to the Modification
provisions of the Indenture or of the terms andd@ions of the Notes will be conclusive and bindmrgall holders
of the Notes, whether or not they have given suasent or were present at a meeting of holdershathwsuch
action was taken, and on all future holders ofNloges (whether or not notation of such Modificatisnrmade 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 conclusiand binding on all subsequent holders of sucle.Not

Before seeking the consent of any holder of a Nota Reserved Matter Modification, the Issuer will
provide the Trustee (for onward distribution to Hatders of the Notes) with the following informat

» a description of the economic or financial circuansies that, in the Issuer’s and the Guarantoris,vie
explain the request for the proposed Reserved Melibdification;

» if the Guarantor has entered into a standby, exigrfdnds or similar program with the IMF, CAF,
FLAR, or IDB, a copy of that program (including argfated technical memorandum);
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» a description of the Issuer’s and the Guarantarp@sed treatment of its other major creditor gsoup
(including, where appropriate, Paris Club creditather bilateral creditors and internal debt hadjle
in connection with the Issuer’'s and the Guarantefferts to address the situation giving rise te th
requested Reserved Matter Modification; and

« if any proposed Reserved Matter Modification corpkates debt securities being aggregated in more
than one group of debt securities, a descriptich®fproposed 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 controllditectly or indirectly, by the Issuer, the Guaantr any Public
Sector Instrumentality, as defined under “Certaéfified Terms” below, shall be disregarded and deemog to be
outstanding. In determining whether the Trustesldte protected in relying upon any Modificatianly Notes
that the Trustee knows to be so owned shall basseghrded. Upon request of the Trustee, andhegetith any
request for any Madification of the Indenture bg tssuer and the Guarantor, the Issuer shall delivthe Trustee
a certificate signed by an authorized represemaifvthe Issuer listing all Notes, if any, known Bguador to be
owned or held by or for the account of any of thewe described Persons.

The Issuer, the Guarantor and the Trustee maypoutitthe vote or consent of any holder of the Notes,
amend the Notes or the Indenture for the purpase of

* adding to the covenants of each of the Issuer had3uarantor or the benefit of the holders of the
Notes;

» surrendering any of the Issuer’s or Ecuador’s sgintpowers;
* securing the Notes pursuant to the requiremerttseoNotes or otherwise;

e curing any ambiguity, or curing, correcting or slgmpenting any proven error in the terms and
conditions of the Notes or in the Indenture;

* making any formal, minor or technical change; or

» amending the terms and conditions of the Notehi@rndenturén any manner which the Issuer, the
Guarantor and the Trustee may determine shall dveraely affect the interests of any holder of the
Notes.

The Remarketed Notes will clear and settle thrdbgioclear and Clearstream and will be issued ibadlo
book-entry form and registered in the nominee naf@ common depositary for Euroclear and Clearsirea
Beneficial interests in the Remarketed Notes maydid through Euroclear and Clearstream and thiesctdand
indirect participants. See “Settlement and Cleag&rfor a description of the procedures applicabl®ook-entry
securities.

The Trustee shall not be required to sign any amend that adversely affects its rights, dutiedilies
or immunities.

Definitive Notes

The Issuer issued Certificated Notes at the Issate,[vhich will remain outstanding until maturifyniot
cancelled at the Remarketing or repurchase byshieet. The Issuer will issue Notes in definitivent (i.e. not in
book-entry but physical form) only if:

» the depositary notifies the Issuer that it is utimgl or unable to continue as depositary, is inblgto
act as depositary or, ceases to be a clearing ngegistered under the US Securities Exchange AAct o
1934, as amended and Ecuador does not appointassec depositary or clearing agency within 90
days;
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» the Issuer decides that it no longer wishes to laglva part of the Notes represented by Globaésiot

» the Trustee has instituted or been directed inivgiby the requisite holders to institute any jualic
proceeding to enforce the rights of the holderseartie Notes and has been advised by its legal
counsel that it should obtain possession of thedfur purposes of the proceeding;

* an event of default has occurred and is continaimg (A) any holder requests the Trustee to exchange
its interest in the Note in the form of a Globalt&léor a Definitive Note, or (B) 25% of all outstéing
holders direct the Trustee to exchange all of Nodégsesented by Global notes for Notes in defiaitiv
form; or

» certain other events provided in the Indenbageur.

In the event the Issuer issues Notes in definitven, the beneficial owners receiving those Notesutd
review their terms and conditions, and in particdifee restrictions on transfers of the Notes, sghfin the Note
certificates.

Trustee, London Paying Agent, New York Paying AgentTransfer Agents Registrar

The Bank of New York Mellon, London Branch will seras the London paying agent (for the Global
Notes) and the Trustee will serve as the trangfents New York Paying Agent and registrar for tiemefit of the
holders of Notes. The Issuer, acting for the esiekibenefit of the holders of the Notes, may algpoint, one or
more paying agents in London, England for the psepaf facilitating the Issuer’s payment of amouwis on the
Notes. The Issuer may at any time instruct thef@ito terminate the appointment of any payingiaged instruct
the Trustee to appoint other paying agents. So lasgny of the Notes remain outstanding, therel dieal
maintained, at the Issuer’s expense, (1) in Lon8omgland in an office or agency where the Notes beagresented
for payment, (2) in New York, New York in an offi@@ agency where the Notes may be presented fdraexe,
transfer and registration of transfer as providedhie Indentur@and, (3) in New York, New York in an office or
agency where notices and demands in respect Mdtes or the Indenturaay be served. A paying agent will also
be maintained in a Member State of the EuropeamrUtiiat is not obliged to deduct or withhold taxguant to
European Council Directive 2003/48/EC (as amendeuah time to time) or any other European Councilebiive
implementing the conclusions of the ECOFIN Counagleting of November 26-27, 2000 on the taxatiosa®ings
income or any law implementing or complying with,imtroduced in order to, conform to such Directiveuador
will provide prompt notice of the termination, appiment or change in the office of any paying agérinsfer
agent or registrar acting in connection with thedso

Notices

All notices to the holders of Notes will be pubksh at the expense of the Issuer, in the Wall Bd@anal
of New York, New York, the Financial Times of LonddEngland, and, if and so long as the Remarketedd\are
listed on the Irish Stock Exchange (and, if apjlieatraded on its Global Exchange Market), thehlrStock
Exchange’s website. If any of such newspaperd skalse to be published, the Trustee, upon cotismitavith
Ecuador, will substitute for it another newspapgstomarily published in New York, London or Irelaad the case
may be. If, because of temporary suspension dfqailon or general circulation of any newspapefoorany other
reason, it is impossible to make any publicatioarf notice in the manner provided above, any gilblication or
other notice which is acceptable to the Trusted sbhastitute a sufficient publication of such reeti Notices will
also be published on the website of the Irish Stexkhange. Notices shall be deemed to have beem gin the
date of publication or, if published on differersites, on the date of the first such publicatioratidés will also be
delivered to holders at their registered addressesent in accordance with the clearing systemes tapplicable
procedures. Notices to holders of Global Noted sleagiven in accordance with the Depositary pdores.

So long as a clearing system, or its nominee @selistered holder of a Global note, each persoing a
beneficial interest in that Global note must rely the procedures of that clearing system to recentges in
connection with the Notes. Each person owningreefigal interest in a Global note who is not aedtrparticipant
in a clearing system must rely on the proceduréheparticipant through which the person ownsnitsrest in the
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Global note to receive notices provided to theratgasystem. The Issuer will consider mailed motic have been
given 3 Business Days after it has been sent.

Further Issues of Securities

The Issuer may, from time to time, without the @ntsof the holders of the Remarketed Notes, craade
issue additional guaranteed notes with the samestand conditions as the Remarketed Notes in slects (or in
all respects except for the amount of the firseria$t payment and the issue price) so long as ddgianal
guaranteed notes are consolidated and form a siegles with the outstanding Notes, provided thah sadditional
guaranteed notes do not have, for purposes of dE&rdkincome taxation, a greater amount of origisalie
discount than the outstanding Notes have as ofiglte of the issue of such additional guarantee@s\egardless
of whether any holders of such Notes are subjedSdederal income taxation).

Submission to Arbitration

(@)

(b)

(©)
(d)

(€)

Any dispute, controversy or claim of any natamsing out of, relating to or having any
connection with the Indenture, including any digpas to the existence, validity, interpretation,
performance, breach, termination or consequencteeaiullity of the Indenture where the Issuer
and/or Guarantor is either a party, claimant, redpat or otherwise is necessary thereto, will not
be referred to a court of any jurisdiction and wilstead be referred to and finally resolved by
arbitration under the LCIA Rules as at presenbied as modified by the Indenture , which LCIA
Rules are deemed to be incorporated by refereimcparticular:

® There will be three arbitrators.

(i) Each arbitrator will be an English or New Yodualified 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, egehrty will 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 tiermside of the proposed arbitration will
be unaffected, and the remaining arbitrator(s) bl appointed in accordance with the
LCIA Rules.

The third arbitrator and chairman of the additribunal 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 wéllbondon, England.

The language to be used in the arbitration| dalEnglish. The arbitration provisions of the
Indenture shall be governed by English law.

Without prejudice to any other mode of servadlwed by law, each of the Issuer and the
Guarantor appoints Law Debenture Corporate Servigeged, as its agent under the Indenture
for service of process in relation to any procegsdibefore the English courts in relation to any
arbitration contemplated by the Indenture or imtieh to recognition or enforcement of any such
arbitral award obtained in accordance with the hale.
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If the Process Agent is unable to act as the Issnéfor the Guarantor’s agent under the Indenturéhie
service of process, the Republic and/or the Guaranust immediately (and in any event within terysdaf the
event taking place) appoint a Replacement Agerieions acceptable to the Trustee.

The Republic and the Guarantor agree that failyréhb Process Agent or, as applicable, a Replagemen
Agent, to notify the Issuer and/or the Guarantahefprocess will not invalidate the proceedingsceoned.

Any Dispute between the Trustee and any holdersotdlers only and where the Republic and/or the
Guarantor is not a party, claimant, respondentfoeravise is necessary thereto, will be subjechéorton-exclusive
jurisdiction of any New York state or United Stafederal court sitting in the Borough of Manhatttme City of
New York, and any appellate court from any ther@ofany action or proceeding arising out of or tiag to the
Indenture (except actions or proceedings arisirdguor in connection with U.S. federal and stateigges laws),
and the Trustee and the holders of the Notes henewpcably submit to such jurisdiction and agtteat all claims
in respect of such Dispute may be heard and datedrin such New York state or United States fedewait.

Scope of Sovereign Immunity of the Issuer

The execution and delivery of the Indenture byldseier constitutes, and the Issuer’s performan@ndf
compliance with its obligations will constitute, ant of commercial public credit as provided unttier laws of the
Republic. To the extent permitted by law, the Issuevocably and unconditionally agrees that:

(a) the Issuer submits to the jurisdiction of argu&dorian court and to any legal process in the
Republic’s courts (other than attachment proceedjoripr 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 mandaprovisions of the laws of Ecuador;

(b) the Issuer submits to the jurisdiction of amyrt outside the Republic and to any legal process,
orders or other measures in courts outside the lkepuwhether 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;

(c) the Issuer 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

(d) the Issuer submits to the jurisdiction of theglish courts 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 Issuer withie territory of the Republic shall be carried ou
accordance with and under the laws of the Republic.

The Issuer irrevocably waives, to the fullest ekjgermitted by law, any requirement or provisionla
that requires the posting of a bond or other sgcas a condition to the institution, prosecutiancompletion of
any action or proceeding.

An arbitral award obtained in accordance with theéehture (whether the Issuer and/or the Guarastar i
party) will be conclusive and may be enforced iy misdiction in accordance with the New York Cention or in
any other manner provided for by law.

“Immune Property,” in accordance with the provisioof the law of Ecuador has the same meaning
whether applied to the property of the Issuer er@Guarantor and means:
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(@)

(b)

(©)
(d)
(€)
(f)

(9)
(h)

(i)
()

any property which is used or designated fa& usthe performance of the functions of the
diplomatic mission of Ecuador or its consular posts

aircraft, naval vessels and other property afitary character or used or designated for use i
the performance of military functions;

property forming part of the cultural heritagfeEcuador or part of its archives;
unexploited natural non-renewable resourcéscumador;

funds managed in the national Treasury Account;

assets and resources comprising available monstserves of Ecuador;
public domain assets used for providing puséicvices in Ecuador;

national assets located in the territory of &inr and belonging to the Republic, such as sireets
bridges, roads, squares, beaches, sea and latedaneer 4,500 meters above sea level;

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

public entities’ deposits with the Central Bamkhether they are maintained abroad or locally.

“New York Convention” means the New York Conventmmthe Recognition and Enforcement of Arbitral

Awards 1958.

Scope of Sovereign Immunity of the Guarantor

The execution and delivery of the Guarantee byGharantor constitutes, and the Guarantors perfarenan
of and compliance with its obligations will consti, an act of commercial public credit as providader the laws
of the Republic. To the extent permitted by lave @Guarantor irrevocably and unconditionally agtees.

(@)

(b)

(©)

(d)

the Guarantor submits to the jurisdiction of &cuadorian court and to any legal process in the
Republic’s courts (other than attachment proceedjoripr 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;

the Guarantor submits to the jurisdiction ofy azourt outside the Republic and to any legal
process, orders or other measures in courts outseleRepublic, whether through service or
notice, attachment in aid of execution, executigairast property of any sort, actions in rem or the
grant of injunctions or specific performance, imeection with the enforcement of an arbitral
award obtained in accordance with the Indentureemixwith respect to the Immune Property,
which shall be immune to the fullest extent;

the Guarantor undertakes not to invoke anyrdefen the basis of any kind of immunity, for itsel
and/or its assets which do not constitute Immurop@tty in respect of any of the foregoing legal
actions or proceedings; and

the Guarantor submits to the jurisdiction a tnglish courts 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 Guaranttrinvihe territory of the Republic will be carriedt in
accordance with and under the laws of the Republic.
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The Guarantor irrevocably waives, to the fullesteak permitted by law, any requirement or provistsn
law that requires the posting of a bond or otheust as a condition to the institution, proseontior completion
of any action or proceeding.

Indemnity

The Issuer and the Guarantor will indemnify thedeos of the Notes and pay the Trustee on demand for
the benefit of the holders of the Notes any attd@reounts plus any accrued amounts to the dagayofient at the
interest rate set forth in the Notes in the eveet Trustee or Paying Agent fails (without negligere willful
misconduct) to pay some or all of those amountthéodepositary for credit to the holders of the ddobecause
those funds are attached by one or more holdeExdtided Indebtedness prior to the receipt of uolls by the
depositary or because any Trustee or Paying Ageothierwise restrained or prevented from transfgrthe funds
to the depositary as a result of legal action tdkeane or more holders of Excluded 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. SeeafiBfer Restrictions.” Further, other than with ezdpto the
Remarketed Notes offered hereby, the Notes injtiméued under the Indenture on the Issue Date moaybe
transferred in any circumstances except (i) in eotion with the granting by holders of securityeirsts in the
Notes or (ii) to affiliates of the holder, so loag any pledgee or transferee, as applicable, agrdesbound by the
transfer restrictions in the Notes and is eithea (iQualified Institutional Buyer” as defined iruRe 144A(1) under
the Securities Act or (ii) a “non U.S. Person” @dined in Rule 902 under the Securities Act).

Governing Law

The Notes, the Guarantee and the Indenture arergevdy the laws of the State of New York, except f
those parts concerning submissions to arbitratidrch are governed by English law.

Judgment Currency

U.S. dollars are the sole currency of account angngnt for all sums due and payable by the Issoér a
the Guarantor under the Indenture and the Notésforl the purpose of obtaining judgment in any rtpit is
necessary to convert a sum due hereunder in Ulldrsimto another currency, each of the Issuertardsuarantor
will agree, to the fullest extent that they mayakgand effectively do so, that the rate of exapmamwised shall be
that at which, in accordance with normal bankingcpdures, a person could purchase U.S. dollarssuith other
currency in New York, New York, on the Business Daynediately preceding the day on which final judgris
given.

The obligation of each of the Issuer and the Guaran respect of any sum due to any Noteholdeher
Trustee in U.S. dollars shall, to the extent paediby applicable law, notwithstanding any judgmara currency
other than U.S. dollars, be discharged only todkient that on the Business Day following receiptuoy sum
adjudged to be so due in the judgment currency Blatbholder or Trustee may, in accordance with @bitvanking
procedures, purchase U.S. dollars in the amouginally due to such person with the judgment cwyenlf the
amount of U.S. dollars so purchased is less tharstim originally due to such person, each of teeeisand the
Guarantor agree, as a separate obligation andthstanding any such judgment, to indemnify suctsqergainst
the resulting loss; and if the amount of U.S. dsllao purchased is greater than the sum origimkily to such
person, such person will, by accepting a Note,dmred to have agreed to repay such excess.

Certain Defined Terms
The following are certain definitions used in thet&s:

* “Business Day” means any day except a Saturdaydé&uar other day on which commercial banks in
London, the City of New York or Quito, Ecuador aequired or authorized by law to be closed.
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“Ecuadorian Authorization” means any approval, atttation, permit, consent, exemption or license
or other action of or by, and any notice to ornfiliwith, any Governmental authority, agency,
regulatory or administrative body of Ecuador oaonf Ecuadorian political subdivision.

“Excluded Indebtedness” means the following sesfesecurities issued by the Republic:
® the 12% U.S. dollar Denominated Global Bonds @012; and
(i) the U.S. dollar Denominated Step-up Global Bemue 2030.

“External Indebtedness” means all Indebtednessefothan the Notes and the Notes and the
Guarantee) that is not (i) issued pursuant to ageets or evidenced by instruments that expressly
submit the resolution of all disputes to the exsteigurisdiction of the courts of Ecuador or (ii)
governed by Ecuadorian law.

“Indebtedness” means for any person (a) all indki#es of or guaranteed by such person for or in
connection with borrowed money, and (b) all obligas of or guaranteed by such person (other than
those specified in clause (a) above) evidenceddhy decurities, debentures, notes or other similar
instruments; provided that Indebtedness shall nolude commercial agreements not having the
commercial effect of a borrowing.

“Lien” means any lien, pledge, mortgage, securitgiest, deed of trust, charge or other encumbrance
or other preferential arrangement having the praktéffect of constituting a security interest.

“Majority” means greater than 50%.

“Modification” means any modification, amendmentpglement, request, demand, authorization,
direction, notice, consent, waiver (other than averaof an event of default that is waived by the
majority of the holders as set forth under “Evesft®efault” above), or other action provided by the
Indentureor the terms and conditions of the Notes.

“Non-Reserved Matter” means any Modification otliean a Modification constituting a Reserved
Matter.

“Project Financing” means any financing of all @rtpof the costs of the acquisition, construction o
development of any properties in connection witpraject if the person or persons providing such
financing expressly agree to look to the propetfiegnced and the revenues to be generated by the
operation of, or loss of or damage to, such progers the principal source of repayment for the
moneys advanced.

“Public Sector Instrumentality” means the CentranB, any department, ministry or agency of the
Government or any corporation, trust, financiakitnson or other entity owned or controlled by the
Government or any of the foregoing. For purposkeshe foregoing, “control’means the power,
directly or indirectly, through the ownership oftwa securities or other ownership interest or
otherwise, to direct the management of or ele@pmoint a Majority of the board of directors or eth
persons performing similar functions in lieu of,ioraddition to, the board of directors of a cogimn,
trust, financial institution or other entity.

“Reserved Matter” means any Modification that would

A. change the due date for the payment of the yahof (or premium, if any) or any
installment of interest on the Notes;
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reduce the principal amount of the Notes, thetiqguo of such principal amount which is
payable upon acceleration of the maturity of theéeNpthe interest rate on the Notes or
the premium payable upon redemption of the Notes;

change the coin or currency in which paymenntarest, premium or principal in respect
of the Notes is payable and the place where sugmgrat must be made;

reduce the proportion of the principal amountteé Notes the vote or consent of the
holders of which is necessary to make any Modificato or with respect to the terms
and conditions of the debt securities of one orarsaries or the Indenture, or change the
definition of “Outstanding” under the Notes;

change the Issuer’'s or the Guarantor’s obligatm pay Additional Amounts on the
Notes;

change the governing law provision of the Notes;

change the arbitral forum to which the Issued #8me Guarantor has submitted, the
Issuer's and the Guarantor’s waiver of immunitye thcope of the Issuer’'s and the
Guarantor’s indemnities in the Indenture or theiés's and the Guarantor’'s appointment
of the process agent without appointing a substifmbcess agent in London, in respect
of actions or proceedings brought by any holdeethagon the Notes;

change the seniority of the Notes or the Guagnt

authorize and/or instruct the Trustee, on bebfadll holders, to exchange or substitute all
their Notes for, or convert all their Notes intther obligations or securities of the Issuer,

the Guarantor or any other person; or
J. change the definition of “Uniformly Applicablet “Reserved Matter.”
Registration and Book-Entry System

The Issuer issued two Global Notes on the Issuee,Date a Restricted Global Note, the other an
Unrestricted Global Note on the Issue Date. Ugwn Remarketing, the ownership and transfer of ti&sbal
Notes will be recorded in computerized book-entgaaints, eliminating the need for physical movenwértiotes.
The Issuer refers to the intangible Notes represeby a Global Note as “book-entry” Notes.

The Trustee will upon the Remarketing deposit th&b& Notes it issued with the common depositary of
the clearing system. The Global Note is registéngtie name of the nominee of the common depgsitdnless a
Global Note is exchanged for definitive Notes, dgsed above under “Definitive Notes,” it may nottansferred,
except among the clearing system, its nomineewwmwn depositaries and their successors. Cleagsgms
include 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 ingtiion that has an account with a clearing systefhe clearing
systems act only on behalf of their direct pardoiys, who in turn act on behalf of indirect pagats. An “indirect
participant” is a bank or financial institution thgains access to a clearing system by clearingugtr or
maintaining a relationship with a direct participan

Euroclear and Clearstream are connected to eaeh logra direct link.
The Issuer, the Guarantor, the Trustee and anynga\gent will treat the registered holder of a Globote

as the absolute owner of the note for all purposEse legal obligations of the Issuer, the Guanaritee Trustee,
and any agent run only to the registered owner @fabal note, which will be the relevant clearingtem or the
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nominee of the common depositary. For examplee dhe Issuer or the Guarantor arranges for payntente

made to the registered holder, neither the Issoiethe Guarantor will be liable for the amountgs@ on the note.
In addition, if you own a beneficial interest inGhobal note, you must rely on the procedures ofitis&tutions

through which you hold your interests in the natecl(ding Euroclear, Clearstream, and their pgyéinis) to

exercise any of the rights granted to the holdaghefnote. Under existing industry practice, itiyiesire to take
any action that the holder of a note is entitlethtce, then the registered holder would authotieectearing system
participant through which you own your beneficiatlerest to take the action, and the participantlavtiuen either
authorize you to take the action or act for youwour instructions.
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SUBSCRIPTION AND SALE

Citigroup Global Markets Limited is acting as thenkRarketing Agent of this remarketing. Subject te th
terms and conditions in the Remarketing AgreentaetRemarketing Agent will agree to purchase aed3élling
Securityholders will agree to sell to the Remarigthgent, the total principal amount of the Notesttthe Selling
Securityholders elect to participate in the Remi@mge Upon consummation of the Remarketing, all @dot
surrendered by the Selling Securityholders purst@tite Remarketing Agreement will be deliverednie Trustee
for cancellation, and the Global Notes initiallgugd under the Indenture with a zero balance wilupsized to
reflect the aggregate principal amount of the Réetarg. See “Book-Entry Settlement and Clearance.”

The Remarketing Agreement provides that the obbgatof the Remarketing Agent to purchase the
Remarketed Notes are subject to approval of legdtars by counsel and to other conditions. The Riestiag
Agent must purchase all the Remarketed Notegifrithases any of the Remarketed Notes.

The Issuer and the Guarantor have been advisedttthaRemarketing Agent proposes to resell the
Remarketed Notes at the remarketing price set fonttthe cover page of this Remarketing Circulahinitthe
United States to qualified institutional buyers ¢dined in Rule 144A) in reliance on Rule 144A andside the
United States in reliance on Regulation S. SeerfSf Restrictions.” The price at which the RemteéteNotes are
remarketed may be changed at any time without @otic

The Remarketed Notes have not been and will notegestered under the Securities Act or any state
securities law and may not be offered or sold withie United States or to, or for the account arebie of, U.S.
persons (as defined in Regulation S) except ins@etions exempt from, or not subject to, the regfisn
requirements of the Securities Act. See “Transkstictions.”

Accordingly, the Remarketing Agent has agreed thatept as permitted by the Remarketing Agreement
and set forth in “Transfer Restrictions,” it wilbhoffer or sell the Remarketed Notes within thetebh States or to,
or for the account or benefit of, U.S. personsaas @ the distribution of the Remarketed Notes.

In addition, until 40 days after the commenceméniis offering, an offer or sale of the Remarkeiates
within the United States by a dealer that is notigipating in this offering may violate the reggion requirements
of the Securities Act if that offer or sale is mandleerwise than in accordance with Rule 144A.

Although application has been made to list the R&atad Notes on the Official List of the Irish Stoc
Exchange and to have the Remarketed Notes trads @Gtobal Exchange Market, the listing does neuas that a
trading market for the Remarketed Notes will depelbhe Remarketing Agent intends to make a secgndarket
for the Remarketed Notes. However, it is not @ikgl to do so and may discontinue making a secpmaarket for
the Remarketed Notes at any time without noticealkurance can be given as to how liquid the tgadhiarket for
the Remarketed Notes will be. Neither the Issuerthe Republic can provide any assurances thaptices at
which the Remarketed Notes will trade in the maditdr this offering will not be lower than thetial remarketing
price or that an active trading market for the Rewated Notes will develop and continue after tHfering.

In connection with the remarketing, the Remarkefiggnt may purchase and sell Remarketed Notesin th
open market. Purchases and sales in the open nmaakeinclude short sales, purchases to cover glositions and
stabilizing purchases.

* Short sales involve secondary market sales by temarketing Agent of a greater number of
Remarketed Notes than it is required to purchafiesmemarketing.

» Covering transactions involve purchases of RemackBotes in the open market after the distribution
has been completed in order to cover short position

» Stabilizing transactions involve bids to purchasen@rketed Notes so long as the stabilizing bids do
not exceed a specified maximum.
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Purchases to cover short positions and stabiligirghases, as well as other purchases by the Retadrk
Notes for its own account, may have the effect r@venting or retarding a decline in the market rid the
Remarketed Notes. They may also cause the pritteeoRemarketed Notes to be higher than the priaewbuld
otherwise exist in the open market in the abseftieese transactions. The Remarketing Agent magwanthese
transactions in the over-the-counter market or retise. If the Remarketing Agent commences any @fs¢h
transactions, it may discontinue them at any time.

The Remarketing Agent is a full service financiastitution engaged in various activities, which may
include securities trading, commercial and invesiimbanking, financial advisory, investment manag&me
principal investment, hedging, financing and bralger activities. The Remarketing Agent and its rebpe
affiliates have in the past performed commercialkivag, investment banking and advisory servicestltier Issuer
and the Guarantor from time to time for which theywe received customary fees and reimbursementpainses
and may, from time to time, engage in transactmitis and perform services for the Issuer and thar&utor in the
ordinary course of their business for which theymeceive customary fees and reimbursement of esqgenin the
ordinary course of its various business activitthe, Remarketing Agent and its respective affiSateay make or
hold a broad array of investments and activelydrdebt and equity securities (or related derivasreurities) and
financial instruments (which may include bank loansgl/or credit default swaps) for their own acceuartd for the
accounts of their customers and may at any time toslg and short positions in such securities asttiments.
Such investment and securities activities may wevthe Issuer’s and the Guarantor’s securitiesrastcuments.

The Issuer and the Guarantor, jointly and severdlfve agreed to indemnify the Remarketing Agent
against certain liabilities, including liabilitiesnder the Securities Act, or to contribute to paytaethat the
Remarketing Agent may be required to make becaiugeyoof those liabilities.

Selling Restrictions
United States of America
No registration under Securities Act

The Notes have not been and will not be registaneter the Securities Act and may not be offeresot
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 tBQn connection with resales by the Remarketirger, in
reliance on, and in compliance with, Rule 144A .adidition, until 40 days after the commencemenhefoffering,
an offer or sale of any of the Notes within the tgdi States by any dealer (whether or not particigan the
offering) may violate the registration requiremeunitshe Securities Act if the offer or sale is madeerwise than in
accordance with Rule 144A.

European Economic Area
In relation to each member state of the Europeamn@muic Area that has implemented the Prospectus
Directive (each, a relevant member state), withaffrom and including the date on which the ProggeDirective
is implemented in that relevant member state @evant implementation date), an offer of Notescdbed in this
Remarketing Circular may not be made to the publibat relevant member state other than:
* to any legal entity which is a qualified investardefined in the Prospectus Directive;
» to fewer than 150 natural or legal persons (othen tqualified investors as defined in the Prospectu
Directive), as permitted under the Prospectus Direcsubject to obtaining the prior consent of the
relevant Dealer or Dealers nominated by the Iskuweany such offer; or

* in any other circumstances falling within Articlé3 of the Prospectus Directive,
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provided that no such offer of securities shallureg|the Issuer or the Intial Purchaser to publshrospectus
pursuant to Article 3 of the Prospectus Directivaspplement a prospectus pursuant to Article t®fProspectus
Directive.

For purposes of this provision, the expressionaifef of securities to the public” in any relevanember
state means the communication in any form and gyn@eans of sufficient information on the termsha# bffer and
the securities to be offered so as to enable agsiow to decide to purchase or subscribe for therges, as the
expression may be varied in that member state lyynagasure implementing the Prospectus Directivéhat
member state, and the expression “Prospectus Deeeheans Directive 2003/71/EC (and amendmentsethe
including the 2010 PD Amending Directive, to theéest implemented in the relevant member state)imclddes
any relevant implementing measure in the relevaember state. The expression 2010 PD Amending figec
means Directive 2010/73/EU.

The Selling Securityholders have not authorized dadhot authorize the making of any offer of Notes
through any financial intermediary on their behather than offers made by the Initial Purchaseh wiview to the
final placement of the Remarketed Notes as contenblin this Remarketing Circular. Accordingly, marchaser
of the Remarketed Notes, other than the InitiatRaser, is authorized to make any further offahefRemarketed
Notes on behalf of the Selling Securityholdersher lnitial Purchaser.

United Kingdom
The Remarketing Agent has represented, warrankadgreed that:

(a) Financial promotion: it has only communicated or caused to be comoated and will only
communicate or cause to be communicated any imontar inducement to engage in investment
activity (within the meaning of section 21 of the&ncial Services and Markets Act 2000 (the
“FSMA®) received by it in connection with the isswe sale of any Notes in circumstances in
which section 21(1) of the FSMA does not applyn® 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 relationatoy Notes in, from or otherwise involving the
United Kingdom.

Canada

The distribution of the Notes in Canada is beinglenanly on a private placement basis exempt fraen th
requirement that the Issuer prepare and file apgaiss with the applicable securities regulatotpaiities. The
Issuer is not a reporting issuer in any provinceeoritory in Canada and its Notes are not listadaoy stock
exchange in Canada and there is currently no puldicket for the Notes in Canada. The Issuer ctiyr&as no
intention of becoming a reporting issuer in Candiiag a prospectus with any securities regulatanghority in
Canada to qualify the resale of the Notes to thbliguor listing its securities on any stock exchanin
Canada. Accordingly, to be made in accordance sétturities laws, any resale of the Notes in Camadst be
made under available statutory exemptions fromstesgion and prospectus requirements or underciatisnary
exemption granted by the applicable Canadian dezsiriegulatory authority. Canadian purchasersadsésed to
seek legal advice prior to any resale of the Notes.

Each Canadian purchaser who purchases Notes oivaepplacement basis pursuant to this Canadian
remarketing circular will be deemed to have represto and agreed with the Republic and the Restiagk Agent
that such purchaser: (i) is entitled under appleaecurities laws to purchase such Notes withoeitbenefit 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 Act983; (iv) is purchasing the Notes with the bénef the
prospectus exemption provided by Section 2.3 ofiddat Instrument 45-106 — Prospectus and Registrati
Exemptions (“NI 45-106") (that is, such 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 seearaws); (v) if not an individual, the purchaseas not created
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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 purehagkexecute,
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.

Chile

Neither the Issuer, the Republic nor the Notesegistered in the Securities RegistRegistro de Valorgs
or the Foreign Securities RegistriRggistro de Valores Extranjefo®f the Chilean Securities and Insurance
Commission $uperintendencia de Valores y Seguros de LlaleSVS, or is subject to the control and supston
of the SVS. As unregistered securities, neitherisBuer nor the Republic is required to disclagaip information
about the Notes in Chile. The Notes may not beligyboffered in Chile unless they are registeredthe
corresponding securities registry. The Notes nrdy be offered in Chile in circumstances that db canstitute a
public offering under Chilean law or in complianwéh General Rule No. 336 of the SVS. PursuanGémeral
Rule No. 336, the Notes may be privately offere€irle to certain “qualified investors” identifieak such therein
(which in turn are further described in GeneraledRub. 216, dated June 12, 2008, of the SVS).

This Remarketing Circular and other offering matisrrelating to the offer of the Notes do not citat a
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 dfig Chilean
Securities Market Actley de Mercado de Valoregan offer that is not addressed to the publitaaje or to a
certain sector or specific group of the public).

Dubai International Financial Centre

The Remarketing Agent has represented and agreged thas not offered and will not offer the Notes
any person in the Dubai International Financialt@euonless such offer is:

(a) an “Exempt Offer” in accordance with the Offér&ecurities Rules of the Dubai Financial
Services Authority (the “DFSA"); and

(b) made only to persons who meet the ProfessiGheant criteria set out in Rule 2.3.2 of the DFSA
Conduct of Business Module.

Hong Kong
The Remarketing Agent has represented and agratd th

(1) it has not offered or sold and will not offar sell in Hong Kong, by means of any document, any
Notes other than (a) to “professional investorstiefined in the Securities and Futures Ordinance
(Cap. 571) of Hong Kong (“SFO") and any rules manteler the Ordinance; or (b) in other
circumstances which do not result in the documeirighpan “Offering Memorandum” as defined
in the Companies Ordinance (Cap. 32) of Hong Kongltch do not constitute an offer to the
public within the meaning of that Ordinance; and

(2) it has not issued or had in its possessionhfermpurposes of issue, and will not issue or havesi
possession for the purposes of issue, whether imgH®nNg or elsewhere, any advertisement,
invitation or document relating to the Notes, whishdirected at, or the contents of which are
likely to be accessed or ready by, the public oh¢gd&ong (except if permitted to do so under the
securities laws of Hong Kong) other than with resge Notes which are or are intended to be
disposed of only to persons outside Hong Kong dy tm “professional investors” as defined in
the SFO and any rules made under that Ordinance.
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Japan

The Notes have not been and will not be registareter the Financial Instruments and Exchange Law of
Japan (Law No. 25 of 1948, as amended) and, acgydithe Remarketing Agent has undertaken thailitnot
offer or sell any Notes directly or indirectly, dJapan or to, or for the benefit of, any JapanessoReor to others for
re-offering or resale, directly or indirectly, imphn or to any Japanese Person except under cteswres which
will result in compliance with all applicable lawggulations and guidelines promulgated by thevegle Japanese
governmental and regulatory authorities and incefte the relevant time. For the purposes of gamgraph,
“Japanese Person” shall mean any person resideldpan, including any corporation or other entityanized
under the laws of Japan.

Qatar

The Remarketing Agent has represented and agreedt timas not offered, sold or delivered and wat n
offer, sell, or deliver, directly or indirectly, grNotes in Qatar, except: (@) in compliance withapplicable laws
and regulations of Qatar; and (b) through persort®porate entities authorized and licensed teigeoinvestment
advice and/or engage in brokerage activity andéatet in respect of foreign securities in Qatar.

This Remarketing Circular has not been reviewedpproved by or registered with the Qatar Exchange,
the Qatar Central Bank or the Qatar Financial Markeithority. This Remarketing Circular is stricprivate and
confidential and may not be reproduced or usedafyr other purpose, nor provided to any person dtieer the
recipient thereof.

Singapore

This Remarketing Circular has not been registeredarm Offering Memorandum with the Monetary
Authority of Singapore under the Securities andufag Act, Cap. 289 of Singapore (the “SFA") andoadingly,
the Notes may not be offered or sold, nor may tb&esdlbe the subject of an invitation for subsaviptr purchase,
nor may this Remarketing Circular or any other doeat or material in connection with the offer otesaor
invitation for subscription or purchase of the Nobe circulated or distributed, whether directlynatirectly, to any
person in Singapore other than (i) to an instihdlonvestor (as defined in Section 4A of the SAysuant to
Section 274 of the SFA, (ii) to a relevant persaa ¢efined in Section 275(2) of the SFA) pursuan§éction
275(1) of the SFA, or (iii) to any person pursustmian offer referred to in Section 275(1A) of theAS and in
accordance with the conditions specified in Sec®ioh of the SFA or otherwise pursuant to, and goatance with
the conditions of, any other applicable provisidithe SFA.

Where the Notes are subscribed or purchased amoaion an exemption under Sections 274 or 27%eof t
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 Sectidid\ of the SFA);

(b) a relevant person (as defined in Section 278i(#{e SFA); or

(©) any person pursuant to an offer referred t8antion 275(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 aegare persons specified in Section 276 of the SFA,
namely:

(a) a corporation (which is not an accredited itaeéas defined in Section 4A of the SFA)) the sole

business of which is to hold investments and th&esshare capital of which is owned by one or
more individuals, each of whom is an accredite@ter; or
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(b) a trust (where the trustee is not an accrediteglstor) whose sole purpose is to hold investment
and each beneficiary of the trust is an individuiab is an accredited investor; or

(©) the shares, debentures and units of shareslelrehtures of that corporation or the beneficiaries
rights and interest (howsoever described) in that shall not be transferred within 6 months after
that corporation or that trust has acquired theeBl@ursuant to an offer made under Section 275
of the SFA except:

(1) to an institutional investor (under Section 2f4the SFA) or to a relevant person as
defined in Section 275(2) of the SFA, or any pergorsuant to an offer that is made on
terms that such shares, debentures and units #sshad debentures of that corporation
or such rights or interest in that trust are acgliat a consideration of not less than
$200,000 (or its equivalent in a foreign currenfy) each transaction, whether such
amount is to be paid for in cash or by exchangseotirities or other assets and further
for corporations, in accordance with the conditispscified in Section 275(1A) of the

SFA,;
(2) where no consideration is or will be given tloe transfer;
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.
Switzerland

The Notes may not be publicly offered, sold or atised, 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 regulatechgddcility in Switzerland. Neither this Remariket Circular
nor any other offering or marketing material reigtto the Notes constitutes an Offering Memorandsmsuch term
is understood pursuant to article 652a or artid®6lof the Swiss Code of Obligations or a listinffeng
Memorandum within the meaning of the listing rutdsthe SIX Swiss Exchange or any other regulateditg
facility in Switzerland and neither this Remarkgti@ircular nor any other offering or marketing nietierelating to
the Notes may be publicly distributed or otherwisade publicly available in Switzerland, as suctmtés used
under the Swiss Code of Obligations.

United Arab Emirates (excluding the Dubai International Financial Centre)

The Remarketing Agent has represented and agraéedhth Notes have not been and will not be offered,
sold or publicly promoted or advertised by it ire tnited Arab Emirates other than in compliancénwaity laws
applicable in the United Arab Emirates governing idsue, offering and sale of securities.

The Remarketing Agent has acknowledged that tharrmdtion contained in this Remarketing Circular
does not constitute a public offer of securitieghie United Arab Emirates in accordance with then@ercial
Companies Law (Federal Law 8 of 1984 (as amended))herwise and is not intended to be a publieradind the
information contained in this Remarketing Circuilgrnot intended to lead to the conclusion of angtr@xt of
whatsoever nature within the territory of the Udiferab Emirates.

General
No action has been taken by the Issuer, the Repuabliby the Remarketing Agent that would, or is

intended to permit a public offer of the Notes ity @ountry or jurisdiction where any such actiontftat purpose is
required.
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Accordingly, the Remarketing Agent has undertake it will not, directly or indirectly, offer oredl any
Notes or distribute or publish this RemarketingcGliar, any form of application, advertisement dreptdocument
or information in any country or jurisdiction ex¢emder circumstances that will, to the best okitswledge and
belief, result in compliance with any applicablev$aand regulations and all offers and sales of \bgeit will be
made on the same terms.

Under Rule 15c6-1 of the Exchange Act, trades ensiicondary market generally settle in three basine
days, purchasers who wish to trade notes on theeadgdricing or the next succeeding business déybeirequired,
by virtue of the fact that the notes initially wilettle in T+5, to specify alternative settlemerraagements to
prevent a failed settlement.

199



BOOK-ENTRY SETTLEMENT AND CLEARANCE
Global Notes

The Notes were initially issued on the Issue Datthe form of Certificated Notes delivered to thigioal
holders of the Notes, including the Selling Seghitders, in addition to two registered notes iobgl form (which
are referred to in this Remarketing Circular asb@ld\otes, in each case, without interest coupofisg. Global
Notes were issued with a zero balance and witloll@ving restrictions:

*+ The Remarketed Notes sold to qualified institutiohayers in reliance on Rule 144A under the
Securities Act will be represented by one or moleb& Notes (are referred to in this Remarketing
Circular as the “Restricted Global Notes”); and

* The Remarketed Notes sold in offshore transactionson-U.S. persons in reliance on Regulation S
will be represented by one or more Global Notes (aferred to in this Remarketing Circular as the
Regulation S Global Note”).

Upon Remarketing, all Notes surrendered by theirgelBecurityholders pursuant to the Remarketing
Agreement will be delivered to the Trustee for ediation, and the Global Notes will be upsized éflect the
aggregate principal amount of the Remarketing agpgbsited with the common depositary and registeretie
nominee name of the common depositary for Euro@adrClearstream.

Ownership of beneficial interests in each GlobateNaill be limited to persons who either have actsu
with Euroclear (are referred to in this Remarket@igcular as the “Euroclear participants”) or persavho have
account” with Clearstream (are referred to in tRemarketing Circular as the “Clearstream partidigdnor to
persons who hold interests through Euroclear ppatits or Clearstream participants. The Issuertiaadsuarantor
expect that under procedures established by Ewanocle

* upon deposit of each Global Note with the commaopoditary, Euroclear or Clearstream will credit
portions of the principal amount of the Global Nbtethe accounts of the Euroclear or Clearstream
participants designated by the Remarketing Agerd; a

» 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 participantgshiose 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 Clearstrdamembourg that are Euroclear participants. ThekBaf New
York Mellon, London Branch will act as the commagpdsitary for the interests in the Regulation Sh&ldNote.

Beneficial interests in the Global Notes may notexehanged for Notes in physical certificated form
except in the limited circumstances described helow

Each Global Note and beneficial interests in ealdb#& Note will be subject to restrictions on transas
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
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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 definreiDescription of the Notes and the Guarantee”).

A beneficial interest in a Global Note that is s#red to a person who takes delivery through rearot
Global Note will, upon transfer, become subjectatty transfer restrictions and other proceduresicgipe to
beneficial interests in the other Global Note.

Book-Entry Procedures for the Global Notes

Upon the Remarketing, all interests in the Globatad will be subject to the operations and procesiof
Euroclear and, if applicable, Clearstream, Luxem@ppourhe Issuer and the Guarantor provide the faligw
summaries of those operations and procedures s@belythe convenience of investors. The operationd a
procedures of each settlement system are contrbifetthat settlement system and may be changedyatirae.
None of the Issuer, the Guarantor, the Trustee, aaygnt or the Remarketing Agent is responsibletliase
operations or procedures.

Euroclear was created to hold securities for itsigpants and to facilitate the clearance andesagnt of
securities transactions between its participantsutyh electronic book-entry changes to the accowht#s
participants. Euroclear’s participants include sii@s brokes and dealers, including the Remarketing Agent; banks
and trust companies; clearing corporations; and other organizations. Indirect access to Euroclear’s system is also
available to others such as banks, brokers, dealers and trust companies; these indirect participants clear through or
maintain a custodial relationship with a Euroclearticipant, either directly or indirectly. Invessowho are not
Euroclear participants may beneficially own sedesitheld by or on behalf of Euroclear only 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 Remarketed Notes reptes by that Global Note for all purposes underltidenture.
Except as provided below, owners of beneficialrgdges in a Global Note:

* will not be entitled to have Remarketed Notes regné=d by the Global Note registered in their
names;

» will not receive or be entitled to receive physjaartificated 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 beneficiggrést in a Global Note must rely on the procedofes
Euroclear to exercise any rights of a holder of Bdmted Notes under the Indenture (and, if thestores not a
participant or an indirect participant in Eurocleam the procedures of the Euroclear participarduh which the
investor owns its interest in the Notes).

Payments of principal and interest with respe¢h&oRemarketed Notes represented by a Global Niite w
be made by the Trustee to the common depositahea®gistered holder of the Global Note. Nonéheflssuer, the
Republic or the Trustee will have any responsipitit liability for the payment of amounts to ownefsheneficial
interests in a Global Note, for any aspect of #words relating to or payments made on accourttasfet interests
by Euroclear, or for maintaining, supervising orieving any records of Euroclear relating to thipderests.

Payments by participants and indirect participamt&uroclear to the owners of beneficial interasta

Global Note will be governed by standing instructi@nd customary industry practice and will berésponsibility
of those participants or indirect participants &udoclear.
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Transfers between participants in Euroclear willdffected 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 effectechimitEuroclear through the Euroclear participang tire acting
as depositaries for Clearstream, Luxembourg. Tavefelor receive an interest in a Global Note hetdai
Clearstream, Luxembourg account, an investor nmered 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€lfeam, Luxembourg, as the case may be, will gestdictions
to its Euroclear depositary to take action to ¢fferal 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. Clearstreamembourg participants may not deliver instructidirectly to the
Euroclear depositaries that are acting for Cleaastr, Luxembourg.

Euroclear and Clearstream, Luxembourg have agredfiet above procedures to facilitate transfers of
interests in the Global Notes among participantthose settlement systems. However, the settlesystems 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 kidve any responsibility for the performance by,d€lear or
Clearstream, Luxembourg or their participants datiriect participants of their obligations under th#es and
procedures governing their operations.

Certificated Notes

Certificated Notes were issued to the original bddon the Issue Date. Upon the Remarketing, 8ellin
Securityholders participating in the Remarketind| wirrender their Certificated Notes to the TransAgent for
cancellation. Notes in physical, certificated fowitl be issued and delivered with respect to Reragadt Notes to
each person that Euroclear or Clearstream identifiea beneficial owner of the related Notes dnly i

» the depositary notifies the Republic at any tima 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 elesaring 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 restrictiars transfer. By purchasing Remarketed Notes, each
prospective investor will be deemed to have made ftllowing acknowledgments, representations to and
agreements with the Issuer, the Guarantor and ¢ingaRketing Agent:

(1) Each prospective investor acknowledges that:

* the Remarketed Notes have not been registered uhdeiSecurities Act or any other
securities laws and are being offered for resakeainsactions that do not require registration
under the Securities Act or any other securitiesjand

* unless so registered, the Remarketed Notes malyenoffered, sold or otherwise transferred
except under an exemption from, or in a transactah subject to, the registration
requirements of the Securities Act or any otheliegple securities laws, and in each case in
compliance with the conditions for transfer setion paragraph (4) below.

(2) Each prospective investor represents that fitotsan affiliate (as defined in Rule 144 under the
Securities Act) of the Issuer and the Guarantat, iths not acting on the Issuer’s or the Guandatoehalf and that
either:

* it is a qualified institutional buyer (as defined Rule 144A) and is purchasing Remarketed
Notes for its own account or for the account oftaapqualified institutional buyer, and it is
aware that the Remarketing Agent is selling the &&eted Notes to it in reliance on
Rule 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 thadistributor, and it is purchasing
Remarketed Notes in an offshore transaction inrdecwe with Regulation S.

3 Each prospective investor acknowledges thaeradrihe Issuer, the Guarantor or the Remarketing

Agent nor any person representing the Issuer, therdhtor or the Remarketing Agent has made angseptation

to such prospective investor with respect to ttseids or the Guarantor or the offering of the Remt@d Notes,
other than the information contained in this Remtinig Circular. Each prospective investor represdiat it is
relying only on this Remarketing Circular in makiitg investment decision with respect to the Rermttk Notes.
Each prospective investor agrees that it has heesado such information concerning the IssuerGiharantor and
the Remarketed Notes as it has deemed necessaopirection with its decision to purchase Remarkétetes,
including an opportunity to ask questions of amguest information from the Republic.

4) Each prospective investor represents that puishasing Remarketed Notes for its own account,

or for one or more investor accounts for whictsiacting as a fiduciary or agent, in each casevitbta view to, or

for offer or sale in connection with, any distrilmmt of the Remarketed Notes in violation of the (Baes Act,
subject to any requirement of law that the dispwsiof its property or the property of that investcount or
accounts be at all times within its or their cohtind subject to its or their ability to resell tRemarketed Notes
pursuant to Rule 144A or any other available ex@npirom the registration requirements of the Skiasr Act.
Each prospective investor agrees on its own betmaifon behalf of any investor account for whicls ipurchasing
Remarketed Notes, and each subsequent holder Betimarketed Notes by its acceptance of the Reneal hédtes
will agree, that until the end of the applicablsale restriction period pursuant to Regulation SRate 144, the
Remarketed Notes may be offered, sold or otheringsesferred only:

(a) to the Issuesr the Guarantor;

(b) under a registration statement that has been declared effective under the Securities Act;
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(c) for so long as the Remarketed Notes are etiditl resale under Rule 144A, to a person whom the
seller reasonably believes is a qualified institogil buyer that is purchasing for its own accounfoo the account
of another qualified institutional buyer and to wha has given notice that the transfer is beinglenia reliance on
Rule 144A;

(d) pursuant to Regulatid$) or
(e under anyther available exemption from the registration requirements of the Securities Act;

subject in each of the above cases to any requirteafidaw that the disposition of the seller’s pedy or
the property of an investor account or accountstfadl times within the seller or such accountatcol.

Each prospective investor also acknowledges that:

» the Issuer, the Guarantor and the Trustee resleevaght to require, in connection with any offeale
or other transfer of Notes before the applicabfalesrestriction period ends pursuant to Regul&ion
or Rule 144 under clauses (d) and (e) above, tlieedeof an opinion of counsel, certifications dod
other information satisfactory to the Issuer, theafantor and the Trustee;

* Notes (other than those issued outside the Unitates pursuant to Regulation S) will, until the
expiration of one year from the original issuanegedof the Notes (or such other date as specified i
Rule 144 or as specified in another applicable gtemm under the Securities Act), unless otherwise
agreed by Petroamazonas and the holder thereofabegend substantially to the following effect:

THIS NOTE (OR ITS PREDECESSOR) AND THE GUARANTEE WE ORIGINALLY ISSUED IN A
TRANSACTION NOT SUBJECT TO THE REGISTRATION REQUIREENTS OF THE U.S. SECURITIES
ACT OF 1933, AS AMENDED (THE “SECURITIES ACT"), ANDHIS NOTE AND THE GUARANTEE MAY
NOT BE OFFERED, SOLD OR OTHERWISE TRANSFERRED INHHABSENCE OF REGISTRATION OR
AN APPLICABLE EXEMPTION THEREFROM. EACH PURCHASERFOTHIS NOTE IS HEREBY NOTIFIED
THAT THE SELLER OF THIS NOTE MAY BE RELYING ON THEEXEMPTION FROM THE PROVISIONS
OF SECTION 5 OF THE SECURITIES ACT PROVIDED BY RUIIB4A THEREUNDER.

THE HOLDER OF THIS NOTE AGREES FOR THE BENEFIT OHE ISSUER AND THE GUARANTOR
THAT (A) THIS NOTE MAY BE OFFERED, RESOLD, PLEDGEDR OTHERWISE TRANSFERRED, ONLY
(I) TO THE ISSUER OF THIS NOTE, (ll) IN THE UNITESTATES TO A PERSON WHOM THE SELLER
REASONABLY BELIEVES IS A QUALIFIED INSTITUTIONAL BUYER (AS DEFINED IN RULE 144A
UNDER THE SECURITIES ACT) IN A TRANSACTION MEETINGHE REQUIREMENTS OF RULE 144A,
(1) OUTSIDE THE UNITED STATES IN AN OFFSHORE TRASIACTION IN ACCORDANCE WITH RULE
903 AND RULE 904 UNDER THE SECURITIES ACT, (IV) PWRIANT TO AN EXEMPTION FROM
REGISTRATION UNDER THE SECURITIES ACT PROVIDED BY WRE 144 THEREUNDER (IF
AVAILABLE) OR (V) PURSUANT TO AN EFFECTIVE REGISTRAION STATEMENT UNDER THE
SECURITIES ACT, IN EACH OF CASES (Il) THROUGH (VNIACCORDANCE WITH ANY APPLICABLE
SECURITIES LAWS OF ANY STATE OF THE UNITED STATESND (B) THE HOLDER WILL, AND
EACH SUBSEQUENT HOLDER IS REQUIRED TO, NOTIFY ANYURCHASER OF THIS NOTE FROM IT
OF THE RESALE 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.
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* Notes issued outside the United States pursuametgulation S will, unless otherwise agreed by
Petroamazonas and the holder thereof, bear a legdystiantially to the following effect:

THIS NOTE AND THE GUARANTEE HAVE NOT BEEN AND WILLNOT BE REGISTERED UNDER THE
U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURES ACT "), OR WITH ANY SECURITIES
REGULATORY AUTHORITY IN ANY JURISDICTION AND, ACCOBINGLY, MAY NOT BE OFFERED

OR SOLD WITHIN THE UNITED STATES OR TO, OR FOR THECCOUNT OR BENEFIT OF, U.S.
PERSONS EXCEPT IN ACCORDANCE WITH THE INDENTURE ANBURSUANT TO AN EXEMPTION
FROM REGISTRATION UNDER THE SECURITIES ACT OR PURSNT TO AN EFFECTIVE

REGISTRATION STATEMENT UNDER THE SECURITIES ACT.

Each prospective investor acknowledges that theeissghe Guarantor, the Trustee, any agent, the
Remarketing Agent and others will rely upon thehtrand accuracy of the above acknowledgments, septations
and agreements. Each prospective investor agraes #ny of the acknowledgments, representatioregoeements
such prospective investor is deemed to have madts Ipurchase of Notes is no longer accurate, litpromptly
notify the Issuer, the Guarantor and the Remargedigent. If any prospective investor is purchagng Notes as a
fiduciary or agent for one or more investor acceustich prospective investor represents that isbl@sinvestment
discretion with respect to each of those accountsthat it has full power to make the above ackedgments,
representations and agreements on behalf of eaolirsic
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TAXATION
Ecuador Taxation

The following is a general discussion of Ecuadottx considerations. The discussion is based upen t
tax laws of Ecuador as in effect on the date of Bémarketing Circular, which are subject to chaRyespective
investors should consult their own tax advisordhwéspect to Ecuadorian tax consequences of tlestiment. This
summary does not discuss the effects of any tiedti@t may be entered into by, or be effective wébpect to,
Ecuador.

All payments of principal and interest for the Notfered for sale pursuant to this Remarketing@ar
and accepted by the Republic, and any gains madehmjder from such sale, will be exempt from acyddorian
income tax, including withholding tax, if the hotde a foreign holder, i.e.:

» the holder is an individual and is not residerthia Republic for tax purposes; or

» the holder is a non-Ecuadorian entity that doeshiotd the Notes through a permanent establishment
or fixed base in the Republic.

There are no Ecuadorian stamp, registration oflairtaxes payable by a foreign holder in connectitih
offers or sales of Notes pursuant to this Remargedlircular.

United States Federal Income Taxation
Generally

The following summary of certain material U.S. femléncome tax consequences to original purchasfers
the Notes of the purchase, ownership and dispaosifahe 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 summahg Republic has
not sought any ruling from the U.S. Internal Reve@@ervice (the “IRS”) with respect to the stateraenade and
the conclusions reached in this discussion, ancetb@n 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 wifosetional
currency is not the U.S. dollar or certain typesnokstors subject to special tax rulesg( financial institutions,
insurance companies, dealers in securities or recig®, certain securities traders, regulated invest companies,
pension plans, tax-exempt organizations and ink&dtolding Notes as a position in a “straddle,” fgersion
transaction,” or “constructive sale” transactioim).addition, this summary does not discuss anydh; state, or
local tax considerations. This summary only appti@snvestors that hold Notes as “capital assetghérally,
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 incomeatx purposes, an individual who is a citizen or resident of the United States; a corporation (including
an entity treated as a corporation for U.S. fed@@dme tax purposes) created or organized in dewuthe laws of
the United States, any state of thieited States or the District of Columbia; an estate whose income is subject to
U.S. federal income tax regardless of its source; or a trust if a court within the United States is able to exercise
primary supervision over the administration of thest and one or more “United States persons,’eéined for U.S.
federal income tax purposes, have the authorityotdrol all substantial decisions of the trust og trust was in
existence on August 20, 1996 and has in effect lial 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 aadchttivities of
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the partnership. As used herein, the term “non Bidder” means a beneficial owner of a Note thatasa U.S.
Holder for U.S. federal income tax purposes.

Prospective purchasers of Notes should consult thedwn 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

Payments of interest on a Note generally will bealde to a U.S. Holder as ordinary interest incamnthe
time they are received or accrued, depending otJtBe Holder’s regular method of tax accountingatidition to
interest on a Note, a U.S. Holder will be requitednhclude any tax withheld from the interest pagtnas ordinary
interest income, even though such holder did ndaah receive it, and any Additional Amounts paidréspect of
such tax withheld.

Interest (and any Additional Amounts) on the Natdéconstitute income from sources outside thetelhi
States. Under the foreign tax credit rules, tharast generally will be classified as “passiveegaty income” (or,
in certain cases, as “general category income”j¢lwimay be relevant in computing the foreign teeditrallowable
to a U.S. Holder under the U.S. federal incomdaws.

Sale, Exchange, Retirement or Other Taxable Dispiosi of a Note

A U.S. Holder generally will recognize gain or laggon the sale, exchange, retirement or other taxab
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 beiltaxed as such to the extent not previousuded in
income) and the U.S. Holder’s adjusted tax basihiénNote. The amount realized is the sum of césé the fair
market value of any property received upon the, dehange, retirement or other taxable dispositioa Note. A
U.S. Holder’s adjusted tax basis in a Note generall equal the U.S. Holder’s initial purchase qeifor the Note,
increased by any market discount that such U.Sdéiatlects to include in income over the life of tNote, as
described below under “Market Discount.” Excepstaed below under “Market Discount,” gain or lgeserally
will be capital, and will be long-term gain or laggshe Note is held for more than one year. Thiditglof a U.S.
Holder to offset capital losses against ordinagoine is limited. Any capital gain or loss recogdizm the sale,
exchange, retirement or other taxable dispositioan Mote generally will be treated as income os lfssm sources
within the United States for foreign tax credit iiation purposes. Therefore, U.S. Holders may rcélile to claim
a credit for any Ecuadorian tax imposed upon acdisipn of a Note unless (subject to special lijngisch holder
has other income from foreign sources and certhiergequirements are met.

Market Discount

A U.S. Holder will be treated as if it purchasedllate at a market discount in the secondary maeet,
such Note will be a market discount Note, if itststl redemption price at maturity exceeds the préd by such
U.S. Holder by an amount equal to or greater thaof 226 of such Note’s stated redemption price atunitgt
multiplied by the number of complete years to ttodes maturity.

If a Note’s stated redemption price at maturityemdas the price paid by a U.S. Holder for such Ngte
less than %2 of 1% multiplied by the number of caetplyears to the Security’'s maturity, the excesstttnitesde
minimismarket discount, and the rules discussed belowarapplicable to the U.S. Holder.

A U.S. Holder must treat any gain recognized onrtta¢urity or disposition of a market discount Nate

ordinary income to the extent of the accrued madisgtount on such Note. Market discount is accared Note on
a straight-line basis unless the U.S. Holder eliectsccrue market discount using a constant-yiedthod. If a U.S.
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Holder makes this election, it will apply only toet Note with respect to which it is made and th®. Blolder may
not revoke it.

Alternatively, a U.S. Holder may elect to includanket discount in income currently over the lifetloé
Note. If a U.S. Holder makes this election, it vapply to all debt instruments with market discotlvat such U.S.
Holder acquires on or after the first day of thietftaxable year to which the election applies. Uf. Holder may
not revoke this election without the consent of theernal Revenue Service. If a U.S. Holder ownmarket
discount Note and does not make this election, &l&h Holder will generally be required to defeddetions for
interest on borrowings allocable to a Note in aroan not exceeding the accrued market discountuch 8lote
until the maturity or disposition of such Note.

Medicare Tax

A U.S. Holder that is an individual or estate, drwst that does not fall into a special classo$ts 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 “untlisted net investment income”)for the relevantatale year and
(ii) the excess of the U.S. Holder’'s modified atidsgross income for the taxable year over a cettaieshold
(which in the case of individuals will be betweerSl$125,000 and U.S.$250,000, depending on theichudil's
circumstances). A U.S. Holder’s net investment ineagenerally 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).

Information with Respect to Foreign Financial Asset

U.S. resident individuals and certain closely heddporations that hold “specified foreign finanaaisets”
with an aggregate value in excess of certain tlotdsh(which in the case of an unmarried individuall be
U.S.$50,000 on the last day of the taxable yedld.8r$75,000 at any time during the taxable yeanegally will be
required to file information reports with respestsuch assets with their U.S. federal income taxms. Depending
on the holder’s circumstances, higher thresholdwntsomay apply. “Specified foreign financial assétislude any
financial accounts maintained by foreign finanamstitutions, as well as any of the following, lartly if they are
not held in accounts maintained by certain findrinstitutions: (i) stocks and securities issuedioyp-U.S. persons,
(ii) financial instruments and contracts held fovestment that have non-U.S. issuers or countépaend
(iii) interests in non-U.S. entities. The Notes nimgytreated as specified foreign financial assetslAS. 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.rliddecome tax, including withholding tax, if paid a “non-U.S.
Holder,” as defined above, unless the interestfectively connected with such non-U.S. Holder’'sadact of a
trade or business within the United States (an@nifincome tax treaty applies, the interest ishattable to a
permanent establishment maintained by such nontdbofler within the United States). In that case, tion-U.S.
Holder generally will be subject to U.S. federatame tax in respect of such interest in the sameeraas a U.S.
Holder, as described above. A non-U.S. Holder ithatcorporation may, in certain circumstances) béssubject to
an additional “branch profits tax” in respect ofyauch effectively connected interest income cutyegmposed at a
30% rate (or, if attributable to a permanent esthbient maintained by such non-U.S. Holder witthia United
States, a lower rate under an applicable tax freaty
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Sale, Exchange, Retirement or Other Taxable Dispiosi of a Note

Subject to the discussion below of backup withimaidia non-U.S. Holder generally will not be subject
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 ety connected with the conduct by such non-UHBlder of a
trade or business within the United States (@nifncome tax treaty applies, the gain is attribigt#o a permanent
establishment in the United States), or (2) suahrld. Holder is a nonresident alien individual,onk present in
the United States for 183 or more days in the t@xgbar of the disposition and certain other cood# are met.
Non-U.S. Holders who are described under (1) algmreerally will be subject to U.S. federal income ¢& such
gain in the same manner as a U.S. Holder (includatiyrespect to market discount Notes as describede under
“U.S. Holders — Market Discount”) and, if the nonSJ Holder is a foreign corporation, such holdeyraiso be
subject to the branch profits tax as described @bmder “Payments of Interest or Additional Amounion-U.S.
Holders described under (2) above generally willsbbject to a flat 30% tax on the gain derived fritra sale,
exchange, retirement or other taxable dispositibiNates, which may be offset by certain U.S. cdgitases
(notwithstanding the fact that such holder is rmisidered a U.S. resident for U.S. federal incoaxepurposes).
Any amount attributable to accrued but unpaid edepn the Notes generally will be treated in #r@e manner as
payments of interest, as described above under {wBats of Interest and Additional Amounts.”

Backup Withholding and Information Reporting

In general, information reporting requirements \&liply to payments of principal of and interest angt
Additional Amounts on the Notes to non-corporat8.UWHolders if such payments are made within theddnbtates
or by or through a custodian or nominee that i&)&" Controlled Person,” as defined below. Backighivolding
will apply to such payments if a U.S. Holder fditsprovide an accurate taxpayer identification neamdr, in the
case of interest payments and the accrual of sttefals 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 fedures in order to prove their exemption. If a-bo8. Holder
holds a Note through a foreign partnership, thesgfication procedures would generally be apptieduch holder
as a partner. The payment of proceeds of a sated@mption of Notes effected at the U.S. officeaobroker
generally will be subject to the information refiogt and backup withholding rules, unless such ndd-WBolder
establishes an exemption. In addition, the inforomateporting rules will apply to payments of prede of a sale or
redemption effected at a non-U.S. office of a brakeit is a U.S. Controlled Person, as definedvgelmless the
broker has documentary evidence that the holddoeaeficial owner is not a U.S. Holder (and has otual
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;

* a non-U.S. person 50% or more of whose gross indsnuerived for tax purposes from the
conduct of a U.S. trade or business for a spedifisek-year period; or

e a non-U.S. partnership in which United States pesdmold more than 50% of the income or
capital interests or which is engaged in the cohdfia U.S. trade or business.

Backup withholding is not an additional tax. Any @amts withheld under the backup withholding rulesf a

payment to a holder of a Note generally will beowltd as a refund or a credit against the holder& tederal
income tax liability as long as the holder provitles required information to the IRS in a timelyrmmer.
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VALIDITY OF THE NOTES

The validity of the Notes will be passed upon orhdle of the Issuer by th&erente Generabf
PetroamazongsEcuadorian counsel to the Issuer, on behalf ®f@arantor by th€oordinador General Juridico
of the Ministry of Finance of the RepubliEcuadorian counsel to the Guarantor, and by Hagesells US LLP,
U.S. counsel to the Issuer and the Guarantor. Hiigity of the Notes will be passed upon on belwilthe
Remarketing Agent by Pérez Bustamante & Ponce, derisgm counsel to the Remarketing Agent, and bffatd
Chance US LLP, U.S. counsel to the Remarketing Agss to all matters of Ecuadorian law, Hogan L&s/&)S
LLP will rely on the opinion of th€oordinador General Juridico of the Ministry of Bimce of the Republiand on
the opinion of theGerente Generabf Petroamazonasand Clifford Chance US LLP will rely upon the ojan of
Pérez Bustamante & Ponce.

In connection with the issuance of the Notes, thtorAey General has issued a “Pronouncement” in
relation to each of the Indenture and the Notes aitidissue a Pronouncement in relation to the Rdeting
Agreement which constitute the required authoraregdifor the Ministry of Finance to agree to thedafthe State
of New York as the governing law of the Indentutee Notes, and the Remarketing Agreement, as wgetha
submission to arbitration provisions set out threrei

Local counsel to the Remarketing Agent has confifriiat the provision of the legal opinions from the
Gerente Generabf Petroamazonaand from theCoordinador General Juridicof the Ministry of Finance as well
as the Pronouncement from tB@eordinador General Juridicoef the Ministry of Finance are fully compliant fro
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 Regulationdabl
Note and the Restricted Global Note are 15849515 1&8499584, respectively, and the InternationauBges
Identification Numbers for the Regulation S Globaite and the Restricted Global Note are XS158499%#6i
XS1584995846, respectively.

2. The Issuer and the Guarantor have obtaineceefissary consents, approvals and authorizations in
the Republic of Ecuador in connection with the éssind performance of the Notes. The issue of thedNeas
authorized by Issuer’s Acta No DIR-PAM-EP-001-20@Efed February 13, 2017. The Guarantee of thesNwas
authorized by the Guarantor’s Debt and Finance Citteenunder the Acta Resolutiva No. 0004 dated traatyr 15,
2014.

3. The Issuer is involved in certain litigation peedings. See "Business—Overview—Leal
Proceedings.” The Guarantor is involved in certdigation and administrative arbitration proceagin See “Legal
Proceedings.”

4, On November 23, 2016, Moody's Investors Servafirmed the Republic’'s long-term
Government bond ratings at “B3” with a “stable ool.” On September 30, 2016, Standard & Poor’sngat
Services affirmed the Republic’s foreign long-tegsuer rating at “B” with a “stable outlook.” Oref@ember 6,
2016, the Republic’s long-term foreign currencyesdefault rating by Fitch Ratings was affirmedB&t’ but the
rating outlook was revised from “stable” to “negat’

Ratings are not a recommendation to purchase, drotetll securities and may be changed, suspended or
withdrawn at any time. The Issuer’s and the Guaranturrent ratings and the rating outlooks cutlyeaissigned to
the Issuer or the Guarantor, as the case may éelemendent upon economic conditions and othesrfaelffecting
credit risk that are outside the control of theiéssand the Guarantor (as applicable). Any advenaage in Issuer’s
or the Republic’s credit ratings could adverselfeaf the trading price for the Notes. Each ratitguid be
evaluated independently of the others. Detailedaegtions of the ratings may be obtained from #img agencies.

5. Application has been made to the Irish Stockhrge plc (thelfish Stock Exchang€) for the
Remarketed Notes to be admitted to the Officiat [fise ‘Official List”) and to trading on the Global Exchange
Market of the Irish Stock Exchange (the “Global Exege Market”). This Remarketing Circular consétutisting
particulars for the purpose of this application had been approved by the Irish Stock Exchange.

6. Copies of the following documents may be obthirfeee of charge, in physical form at 75 St.
Stephen’s Green, Dublin 2, Ireland (Maples and &aldo long as any of the Remarketed Notes amllish the
Irish Stock Exchange:

(a) the Indenture incorporating the forms of GloKates;

(b) this Remarketing Circular;

(c) copies of the 2008 Constitution, and the Legigé Decrees of the Guarantor referred to in
paragraph 2 above (in Spanish);

(d) Executive Decree No. 314, dated April 6, 20dGrsuant to which the Ecuadorian government
establishes Petroamazonas as a public companyipedamder the laws of Ecuador.

(e) copies of the Republic’s consolidated publict@efiscal accounts for the last 2 calendar yéass
and when available in English); and

® the Guarantor’s budget for the current year.
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7. Since March 31, 2017, save as described in ¢hgoss “The Ecuadorian Economy”, “Public
Sector Finances”, “Public Debt” and “Balance of lants and Foreign Trade”, there has been no signffi
change in Ecuador’s: #x and budgetary systems; (b) gross public debt or the maturity structure or currency of its
outstanding debt and debt payment record; (c) foreign trade and balance of payment figures; (d) foreign exchange
reserves including any potential encumbrances tth doreign exchange reserves as forward contracts o
derivatives; (e) financial position and resources including liquid deposits available in domestic currency; and (f)
income and expenditure figures.

8. Save as disclosed in “Legal Proceedings,” &wksihess Overview— Legal Proceedings”, neither
of the Issuer and the Guarantor have been invalvetty Governmental, legal or arbitration procegdiduring the
12 months preceding the date of this Remarketinguir, which may have or have had in the recest, @
significant effect on the financial positions oofirability of the Issuer or the financial positi@i the Guarantor,
nor, so far as the Issuer and Guarantor are awaeeany such Governmental, legal or arbitratiorcgedings
involving the Issuer and Guarantor pending or ttereed.

9. The Issuer’s identification number for taxatiparposes Registro Unico de Contribuyenteis)
1768153880001.

10. The business address of the Directors of $saer is Av. 6 de Diciembre N34-290 y Gaspar
Caiiero, Edificio Villafuerte, Quito, Ecuador.

11. The Remarketed Notes will be cleared througtfdlailities of Euroclear and Clearstream. Certain
trading information with respect to the Remarketiedes is set forth below.

ISIN
Rule 144A Remarket Notes XS5158499584
Regulation S Remarketed Nc XS158499576
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