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OFFERING CIRCULAR

The Republic of Ecuador
U.S.$2,500,000,000 8.875% Notes due 2027

The Republic of Ecuador (the “Republic” or “Ecuddi@s offering U.S.$2,500,000,000 aggregate priatgmount of 8.875% Notes due 2027
(the “Notes”). Interest on the Notes will be pagatmi-annually in arrears on April 23 and Oct@®of each year, commencing on April 23,
2018 . The Notes will contain provisions, commakipwn as “collective action clauses,” regardingetgration of the Notes and voting on
future amendments, modifications and waivers tdahms and conditions of the Notes. These pravisivhich are described in the sections
entitled “Description of the Notes—Events of Defaand “Description of the Notes—Modifications—Cative Action,” differ from those
applicable to certain of the Republic's outstandixgernal Indebtedness (as defined herein). Undehn provisions, the Republic may: (a)
amend the payment provisions of each Series ofsNemtel certain other reserved matters with the obrdethe holders of 75% of the
aggregate amount of the outstanding Series of Notésther non-reserved matters with the consethiedfiolders of 66% of the aggregate
amount of the outstanding Series of Notes; (b) nmekerved matter modifications affecting two or eneeries of debt securities with the
consent of (x) holders of at least?8% of the aggregate principal amount of the outstandebt securities of all series that would be
affected by that reserved matter modification (tekeaggregate) and (y) holders of more than 50%hefaggregate principal amount of
the outstanding debt securities of each affectadsséaken individually); or (c) make reserved tmamodifications affecting two or more
series of debt securities with the consent of hsldé at least 75% of the aggregate principal arhofithe outstanding debt securities of
all affected series (taken in aggregate), provitteat the Uniformly Applicable condition is satigfieas more fully described in
“Description of the Notes—Modifications—Collectivetion.”

Except as described herein, payments on the Natelsenmade without deduction for or on accountithholding taxes imposed by the
Republic. There is currently no public market thee Notes. Application has been made or will belena list the Notes on the Official
List of the Luxembourg Stock Exchange and to hdnee Notes admitted to trading on the Euro MTF MarRétis Offering Circular
constitutes a prospectus for the purpose of theeinipourg Law dated July 10, 2005 on prospectusesefaurities, as amended. The
Notes are and will be issued in registered form @antimited circumstances, definitive form in mimidm denominations of U.S.$200,000
and integral multiples of U.S.$1,000 in excessdbgr

See “Risk Factors” beginning on page 31 regardingettain risk factors you should consider before invsting in the Notes.

Notes Price: 100.000%

plus accrued interest, if any, from October 23,7201

Delivery of the Notes will be made on or about ®eto23, 2017.

The Notes have not been and will not be registerachder the Securities Act of 1933, as amended (th&écurities Act”). The Notes
may not be sold within the United States or to U.Spersons except to qualified institutional buyersn reliance on the exemption
from registration provided by Rule 144A under the ®curities Act and offered and sold to certain persts in offshore transactions
in reliance on Regulation S under the Securities Aq“Regulation S”). You are hereby notified that sdélers of the Notes may be
relying on the exemption from the provisions of Seion 5 of the Securities Act provided by Rule 144Ainder the Securities Act.

The Notes will be represented by one or more peemtaglobal notes in fully registered form withonterest coupons, deposited with a
common depositary for Euroclear Bank S.A./N.V. (féalear”) and Clearstream Bankirgpciété anonymgClearstream”). Beneficial
interests of Euroclear participants in the globales will be shown on, and transfers thereof betweeroclear participants will be
effected only through, records maintained by Ewacland its direct and indirect participants, idolg Clearstream Bankingociété
anonymeSee “Book-Entry Settlement and Clearance.”

Initial Purchasers and Global Coordinators

Credit Suisse Deutsche Bank Securities J.P. Morgan
The date
of this Offering Circular is October 23, 2017.
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IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RE LY ON THEIR OWN
EXAMINATION OF THE REPUBLIC AND THE TERMS OF THE OF FERING, INCLUDING THE
MERITS AND THE RISKS INVOLVED.

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

This Offering Circular may only be used for themses for which it has been published.
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The Notes will be general, direct, unsecured, uasiibated and unconditional obligations of EcuachoH,
be backed by the full faith and credit of Ecuadwod avill rank equally in terms of priority with Ecder’s External
Indebtedness (other than Excluded Indebtednesgjefased in “Description of the Notes”, providedhat, such
ranking is in terms of priority only and does netjuire that Ecuador make ratable payments on ttiesNaith
payments made on its other External Indebtedness.

The Notes will be issued in registered form onlack Series of Notes sold in offshore transactions i
reliance on Regulation S under the Securities Alttoe represented by one or more permanent globtds in fully
registered form without interest coupons (the “Ratjon S Global Note”) and each Series of Notes solthe
United States to qualified institutional buyersofea “qualified institutional buyer”) as defined iand in reliance
on, Rule 144A under the Securities Act (the “RuidA”) will be represented by one or more permargtabal
notes in fully registered form without interest poas (the “Restricted Global Note” and, togethethwihe
Regulation S Global Note, the “Global Notes”), ack case deposited with a common depositary forregistered
in the nominee name of a common depositary for &ean for the respective accounts at Euroclearugs s
subscribers may direct. Beneficial interests afd€lear participants (as defined under “Book-Ergeftlement and
Clearance”) in the Global Notes will be shown ond aransfers thereof between Euroclear participarltsbe
effected only through, records maintained by Ewacland its direct and indirect participants, idcig
Clearstream. See “Book-Entry Settlement and Chesrd Except as described herein, definitive Netdsnot be
issued in exchange for beneficial interests in@hebal Notes. See “Description of the Notes—DeiuaitNotes.”
For restrictions on transfer applicable to the Npsee “Transfer Restrictions” and “Subscriptiod &ale.”

The Republic has taken reasonable care to ensatréhthinformation contained in this Offering Citauis
true and correct in all material respects and nisleading as of the date hereof, and that, to et bf the
knowledge and belief of the Republic, there has e omission of information which, in the contektthe issue
of the Notes, would make this Offering Circularaas/hole or any information included in this Offegiircular,
misleading in any material respect. The Republeepts responsibility accordingly.

This Offering Circular does not constitute an otfgr or an invitation by or on behalf of, the Relwlor
the Initial Purchasers to subscribe to or purclamseof the Notes. Each recipient shall be deemdthve made its
own investigation and appraisal of the financialdition of the Republic. The distribution of thidf@ing Circular
or any part of it and the offering, possessiore sald delivery of the Notes in certain jurisdicianay be restricted
by law. Persons into whose possession this Offe@imgular comes are required by the Republic amdlttitial
Purchasers to inform themselves about and to obsany such restrictions. See “Subscription and”Sabel
“Transfer Restrictions” for a description of furtheestrictions on the offer, sale and delivery oftés, the
distribution of this Offering Circular, and otheffexing material relating to the Notes.

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

Each person purchasing Notes pursuant to Rule i Ae deemed to:

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

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

Each person purchasing Notes pursuant to Rule MgbAacknowledges that:

» it has been afforded an opportunity to request filoenRepublic and to review, and it has receivéd, a
additional information considered by it to be nseey to verify the accuracy of the information here



and acknowledges that the preliminary and finagrafify circulars supersede any other information or
presentation regarding the Republic;

* it has not relied on the Initial Purchasers or ayson affiliated with the Initial Purchasers in
connection with its investigation of the accuratyhe information contained in this Offering Ciraul
or its investment decision; and

* no person has been authorized to give any infoomatr to make any representation concerning the
Republic or the Notes other than those containgdigOffering Circular and, if given or made, such
information or representation should not be relipdn as having been authorized by the Republic or
the Initial Purchasers.

IN CONNECTION WITH THIS ISSUANCE OF NOTES, THE INIT IAL PURCHASERS MAY,
THEMSELVES OR THROUGH THEIR AFFILIATES, OVERALLOT O R EFFECT TRANSACTIONS
WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE NOTES AT A LEVEL WHICH
MIGHT NOT OTHERWISE PREVAIL IN THE OPEN MARKET, TO THE EXTENT PERMITTED BY
APPLICABLE LAWS. SUCH STABILIZING, IF COMMENCED, MA Y BE DISCONTINUED AT ANY
TIME.

PRESENTATION OF INFORMATION

Unless otherwise specified or the context requirefgrences to “U.S. dollars,” “$” and “U.S.$” ate
United States dollars.

References to the “Republic’ and “Ecuador” are be tRepublic of Ecuador, references to the
“Government” are to the Government of the Repubfi€Ecuador and the use of the term “Governmentadiil e
with regards to the Government of the Republic @idlor.

References to “FOB” are to exports free on boaditarfCIF” are to imports including cost, insurarered
freight charges.

References to laws that are “published” are to tdnas have been approved by th&amblea Naciondthe
“National Assembly”), a single chamber nationaseambly elected through direct popular vote for arfgear
period, and confirmed by the President.

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

Certain economic and financial data in this Offgri@ircular is derived from information previously
published byBanco Central del Ecuaddthe “Central Bank”) and other Governmental ergited Ecuador. This
data is subject to correction and change in sulesgquublications.

FORWARD-LOOKING STATEMENTS

This Offering Circular contains certain forward4aog statements (as such term is defined in the
Securities Act) concerning the Republic. Theseestahts are based upon beliefs of certain Governoféaials
and others as well as a number of assumptions @tindages that are inherently subject to signifiaamtertainties,
many of which are beyond the control of the Reulifuture events may differ materially from thogeressed or
implied by such forward-looking statements. Suatwérd-looking statements include information coméal in the
sections “Summary,” “The Republic of Ecuador,” “TReuadorian Economy,” “Balance of Payments andigore
Trade,” “Monetary System,” “Public Sector Financastl “Public Debt” as well as:



External factors, such as:

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

* damage to and volatility in the international capitmarkets for emerging markets issuers caused by
economic conditions in other emerging markets andes in policy of Ecuador’s trading partners dred t
international capital markets generally, which dowlffect Ecuador’s ability to engage in planned
borrowing;

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

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

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

» changes in credit rating of the Republic;
» the impact of changes in the international priceavhmodities;

* higher international interest rates, which could@se Ecuador’s debt service requirements and eegu
shift in budgetary expenditures toward additiorebtdservice; and

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

Internal factors, such as:
» social and political unrest in Ecuador;
» Ecuador’s ability to continue to attract foreigwéstment;
» continued public support for Ecuador’s current ecoit policies;
* Ecuador’s level of domestic debt;
» general economic and business conditions in Ecyaddr
» other factors identified or discussed under “Riaktbrs.”
In addition, in those and other portions of thife@hg Circular, the words “anticipates,” “belieyes

“contemplates,” “estimates,” “expects,” “plans,’htends,” “projections” and similar expressionsttzsy relate to
the Republic, are intended to identify forward-lmakstatements.

Undue reliance should not be placed on forwardilapkstatements, which are based on current
expectations. Forward-looking statements are ncaraguees of future performance. They involve risks,
uncertainties and assumptions. Future results nithgr dnaterially from those expressed in forwardkimg
statements. Many of the factors that will determtinese results and values are beyond the Republiilgy to
control or predict. Because of the risks and uagaties involved, an investment decision basedheneistimates
and forward-looking statements should not be mAtldorward-looking statements and risk factorslided in this
Offering Circular are made as of the date on thetfcover of this Offering Circular, based on im@tion available

Vi



to the Republic as of such date, and Ecuador assomebligation to update any forward-looking staat or risk
factor.

Vi



ARBITRATION AND ENFORCEABILITY

The Republic is a sovereign state. Consequentiyait be difficult for investors to obtain or reaiapon
judgments in the courts of the United States oemtise to enforce the Republic’'s obligations untter Notes.
Under its Constitution, the Republic recognizesiteation, mediation and other alternative dispuésotution
proceedings for the resolution of controversiese Republic has not consented to the jurisdictioarof court in
connection with actions arising out of relatingptchaving any connection with the Notes and has#tdd itself to
arbitration under the LCIA Rules (as defined beloW)is submission to arbitration has been apprdwethe Office
of the Attorney General as the competent body ®@Rbpublic which allows state courts to decideadentatters as
described below. See “Description of the Notes—e®eign Immunity.” The Republic has agreed to tikWing
arbitration provisions (which shall be governedHnyglish law) as part of the terms and conditionshef Notes
under an indenture between the Republic and Th& BaNew York Mellon (the “Trustee”), expected te Hated
on the Closing Date (the “Indenture”):

(@)

(b)

(©)
(d)

(€)

Any dispute, controversy or claim of any naturesiag out of, relating to or having any
connection with the Indenture, including any digpas to the existence, validity, interpretation,
performance, breach, termination or consequencekeohullity of the Indenture (a “Dispute”)
where the Republic is either a party, claimantpoeslent or is otherwise necessary thereto, will
not be referred to a court of any jurisdiction avill instead be referred to and finally resolved by
arbitration under the Rules of the London Courtrdgérnational Arbitration (“LCIA”) (“LCIA
Rules”) as at present in force and as modifiedhleylhdenture, in which LCIA Rules are deemed
to be incorporated by reference. The provisionghim LCIA Rules regarding an Emergency
Arbitrator shall not apply. In particular:

M There will be three arbitrators.

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

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

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

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

The language to be used in the arbitration wilEglish. The arbitration provisions contained in
the Indenture will be governed by English law.

Without prejudice to any other mode of servicewadld by law, the Republic thereby appoints
Law Debenture Corporate Services Limited, withregistered office at 5/F, 100 Wood Street,
EC2V 7EX, London, England (the “Process Agent’)tasigent under the Indenture for service of

viii



process in relation to any proceedings before thgli€h courts in relation to any arbitration
contemplated by the Indenture or in relation tcogmition or enforcement of any such arbitral
award obtained in accordance with the Indenture.

If the Process Agent is unable to act as the Repsilsigent under the Indenture for the servicerotess,
the Republic must immediately (and in any evenhiwiten days of the event taking place) appointteraagent (a
“Replacement Agent”) on terms acceptable to thestBe

The Republic agrees that failure by the ProcesAge as applicable, a Replacement Agent, toynutié
Republic of the process will not invalidate theqeedings concerned.

Under the terms of the Notes, each holder of theedNis deemed to have agreed to the use of arditrat
under the LCIA Rules to resolve any dispute, cargrsy or claim of any nature arising out of, reigtto or having
any connection with the Notes. Accordingly, anurt@roceedings brought against the Republic bglddn of the
Notes (other than to enforce an arbitration awaraly be stayed in favor of arbitration.

The Republic has not waived sovereign immunityefation to the Notes. The Republic has, however,
undertaken not to invoke any defense on the bé&siayokind of immunity, for itself and/or its assgtwhich do not
constitute “Immune Property” in respect of legai@ts or proceedings in connection with the Notes.

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

(a) any property which is used or designated for us¢hén performance of the functions of the
diplomatic mission of Ecuador or its consular posts

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

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

(d) unexploited natural non-renewable resources in &aya

(e) funds managed in the national Treasury Account;

® assets and resources comprising available monretseyves of Ecuador;

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

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

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

The decision of any arbitral tribunal shall be fita the fullest extent permitted by law. The Reijm
submits to the jurisdiction of any Ecuadorian coartof any court outside the Republic in connectiath a
properly obtained arbitral award, and such an raéiward may be enforced in any jurisdiction isadance with
the New York Convention on the Recognition and Ecdment of Arbitral Awards 1958. The Republic also
submits to the jurisdiction of the English courts donnection with any proceedings invoking the supery
jurisdiction of those courts in relation to an #mdtion conducted pursuant to the Indenture.

Any award rendered by an arbitral tribunal propecbnstituted under the Purchase Agreement, the
Indenture or the Notes (as the case may be), woelénforceable against the Republic after an hayatien
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process before a Provincial Civil Court of Justis@hout re-examination of the issues, provided th@omplies
with the requirements established in the treatyveeh Ecuador and the country in which such awasd been
rendered, or in the absence of such treaty, wherfatmalities set forth in Articles 104, 105 and51énd other
relevant provisions of the General Code of Procecdue met.

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

Any Dispute between the Trustee and any holdetsolaters only and where the Republic is not a party,
claimant, respondent or otherwise is necessaryetioemwill be subject to the non-exclusive jurisdictof
any New York state or United States federal coittrhg in the Borough of Manhattan, the City of New
York, and any appellate court from any thereofny action or proceeding arising out of or relatitaythe
Indenture (except actions or proceedings arisinglarnor in connection with U.S. federal and state
securities laws), and the Trustee and the holderslby irrevocably submit to such jurisdiction argtee
that all claims in respect of such Dispute may bartl and determined in such New York state or dnite
States federal court



EXCHANGE RATE INFORMATION

In January of 2000, following several weeks of se\exchange-rate depreciation of the sucre, theliiep
announced that it would dollarize the economy. Card¥l 1, 2000, the Ecuadorian Congress approveday@ara
la Transformacién Econdémica del Ecuad@Ecuadorian Economic Transformation Law”, or ttgollarization
Program”), which made the U.S. dollar the legati®rin Ecuador. The Ecuadorian Economic Transfoomd.aw
provided for the Central Bank to exchange, on demauncres at a rate of 25,000 sucres per U.S.$1rD8ddition
to providing an official basis to dollarize the romy, the law contained reforms aimed at strengptigefiscal
stability, improving banking supervision and esigibhg rules to encourage direct investment. Sthegpassage of
the Ecuadorian Economic Transformation Law, the. d@lar has been the legal tender in Ecuador. ube
Dollarization Program, the ability of the Republand/or the Central Bank to adjust monetary pating interest
rates in order to influence macroeconomic trendeéneconomy is limited.
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SUMMARY

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

The Republic of Ecuador

Ecuador is one of the smallest countries in SoutheAca, covering an area of approximately 99,054
square miles (256,549 square kilometers). Locatethe north-western coast of the continent, itesha 950-mile
border with Peru to the south and the east, a 3i8hborder with Colombia to the north, and a 1,48ik coastline
to the Pacific Ocean to the west. The country empasses a wide range of geographic areas and eimatluding
the Pacific coastal plains, the Sierra (consisththe Andean highland region), the Oriente (charézed by the
Amazonian tropical rain forest) and the Galapagtends region located in the Pacific Ocean appratehy 600
miles from the coast.

On February 19, 2017, a presidential election (.7 Election”) was held with eight candidates to
replace former President Rafael Correa after heelsded for two consecutive periods. Lenin Morehdormer
President Correa’s Alianza PAIS came in first vBth36% of the vote and Guillermo Lasso of the CRESUMA
party, came in second with 28.09% of the vote. Agressional election was also held on February@27 with
Alianza PAIS preserving control of the legislatagsembly by winning the majority of seats with éats, CREO-
SUMA with 28 seats and PSC with 15 seats, respaytivSince no candidate gained an outright victdr$0% of
the vote or at least 40% of the vote with an adddl ten points of advantage over the candidased@ond place for
the presidential election, a run-off election betwd’resident Moreno and Mr. Lasso was held on Apr2017.
President Moreno was elected president with 51.56%e vote. TheConsejo Nacional Electorgkthe “National
Electoral Council” or “CNE”) declared President Map as president elect on April 4, 2017. Both tinga®ization
of American States ("OAS”) and the Union of Souttmérican Nations (“UNASUR”) monitored the electicarsd
recognized the transparency of the electoral psoags the election results. On April 13, 2017, Cifiieroved the
recount of approximately 11.2% of the total ballasst in the run-off election due to a claim ofegé#d
inconsistencies by CREO-SUMA and Alianza PAIS. OpriA18, CNE broadcast a live recount of the ballot
subject to the claim. International observers, tjpali delegates of Alianza PAIS and representativesocial
organizations monitored the recount. The recoutifig@ President Moreno as the winner of the ruhedéction
with 51.16% of the votes. President Moreno assutmegbost of President of Ecuador on May 24, 201 dorge
Glas as Vice President (the “Vice President”) fdoar-year term. After the election, President Mwrestated, in
light of Ecuador’s economic climate, that Ecuadgrierity is to push for economic and social depeh@nt through
generating employment, equality and social justemadicating extreme poverty and reducing inequalibile
maintaining dollarization.

On May 23, 2017, President Moreno announced thelbmesrof his cabinet, composed of 23 ministers, 12
secretaries and 8 managers and directors of statedocompanies. President Moreno named Carlos lloEr la
Torre Mufioz as the Minister of Finance, Pablo Joafmpana Saénz as the Minister of Foreign Tradevandhica
Artola Jarrin as General Manager of the CentralkB&nesident Moreno'’s cabinet includes former nténis under
former President Correa’s cabinet such as the kingf Education, the Minister of Health and thenidier of the
Interior.

On May 24, 2017, President Moreno merged Nhisterio de Coordinacién y Politica Economicthe
“Ministry of Coordination and Economic Politics"hd theMinisterio de Finanzagthe “Finance Ministry”) which
became the Ministerio de Economia y Finanzas (Maistry of Economy and Finance”). President Moreno
abolished the following coordinating ministries éxecutive decree: th®ecretaria del Buen Vivithe “Secretariat
for the National Development”), th8ecretaria Nacional de la Administracidfthe National Secretariat of
Administration”), theMinisterio de Coordinacion de la Produccid&mpleo y Competividad (the “Ministry for the
Coordination of Production, Employment and Cometff), the Ministerio de Sectores Estratégicgibe “Ministry
of Strategic Sector$’theMinisterio de Segurida¢the“Ministry of Security”) and thélinisterio del Conocimiento
y Talento Humandthe “Ministry of Knowledge and Human Talent”).eBrdent Moreno created the Ministry of
Aquaculture, separating these activities from wies formerly known as thidinisterio de Agricultura, Ganaderia,
Acuacultura y Pesc@he “Ministry of Agriculture, Livestock, Aquacuite and Fishing”), as well as tis&cretaria




Técnica del Programa de Toda una Vifthe “Technical Secretariat for Affordable Housir@evelopment and
Youth Employment”).

In addition, during his inaugural presidential sgeand based on his party’'s platform, Presidentelior
set forth the following objectives and goals fos lidministration formalized on September 22, 2@i/Gugh a
national development plan approved by tBensejo Nacional de Planificacidfthe “National Council for

Planning”):

guarantee a dignified life with equal opportunitfes all persons through attaining certain goals
by 2021, including reducing extreme poverty measurg income from 8.7% to 3%, increasing
the number of individuals between ages 18 to 28 wihigh school diploma from 63% to 65%
and reducing the rate of juvenile unemploymentlimse between ages 18 and 29 from 10.4% to
8.39%;

affirm interculturality and plurinationality, plawy greater value on diverse identities with thel goa
of increasing the percentage of the indigenous latipn that speaks their native tongue from
67.8% to 79% by 2021;

guarantee the rights of current and future germratio access nature including maintaining 16%
of the national territory under environmental camagon or environmental care by 2021 ;

implement a sustainable social and economic sysbased on solidarity and strengthen
dollarization including increasing the number ofcrocredit loans and decreasing the non-
financial public sector deficit by 2021,

incentivize productivity and competitiveness fostsinable economic growth in a manner that is
based on solidarity and redistribution including fursuit of certain goals to be realized by 2021,
for example increasing exports of agricultural agtibusiness products by 33%, increasing the
generation of energy though renewable energy ressdrom 60% to 90% and increasing savings
of combustible through the optimization of the getien of electric and efficient energy;

develop productive capacities to accomplish foodesgignty and integral rural development
including reducing the incidence of poverty meaduog income in rural areas from 38.2% to
31.9% by 2021,

incentivize a participatory society with a Govermmelose to the citizenry including increasing
the index of perception of the quality of public\sees from 6.6 to 9 by 2021;

promote transparency and joint responsibility focial ethics including improving the index of
perception regarding corruption and transparendlyarpublic and private sectors; and

guarantee peace and sovereignty and strategiaaitign Ecuador in the region and in the world
with the goal to eliminate mine pollution in bordgographic areas by 2021.

On July 28, 2017, President Moreno set forth dlewing plans for immediate execution:

+ promote legislation intended to foster and imprtdve construction sector by revising they Organica
para Evitar la Especulacion sobre el Valor de lderflas y Fijacion de Tributogthe “Law to Eliminate
Speculation on Land Values and Tax Fixing”) in eraedisincentive price speculation in real estate;

* incentivize investment and foreign exchange incahmeugh a bill that allows repatriation of capital
belonging to those who hold capital abroad,;

* encourage the use of electronic money in coordinatith the national financial system;




* in line with austerity measures, optimize the uk@ational resources mainly in the hiring of perseln
consulting, publicity, vehicles and travel; and

* channel public investment towards efforts thatstietly necessary.

On June 22, 2017, through Decree No. 50, Presiden¢no created the Production & Taxation Advisory
Council which is headed by the Ministry of Industnyd Productivity and establishes a dialogue betwiee public
and private sectors. The Production and Taxatiomishdy Council has an executive committee (the “iddry
Council Executive Committee”) in charge of chanmgliand evaluating the proposals and recommendations
developed through dialogue. Six delegates of tlezugive branch and six delegates of the privaten@wic and
solidarity sectors, the latter of which is compoeéthe cooperative, associative and community mizgdions, form
the Advisory Council Executive Committee.

Pursuant to Article 149 of the 2008 Constitutithrg Vice President performs all functions assigioelaim
by the President. On August 3, 2017, President Mosigned Decree 100 (“Decree 100”) to withdrawfuaictions
previously assigned to the Vice President on May 2917 under Decree 9 (“Decree 9”) arguing lack of
understanding of the political agenda. As parthef tevocation of functions assigned to the Vicesident under
Decree 9, Decree 100 removes the Vice Presidemeasber and official in charge of ti@onsejo Sectorial de la
Produccion(the “Sectorial Council of Production”), withdrawsgs duties to coordinate the execution of policind
projects of the productive sector as developed bystnies, secretariats and other member entitighe Sectorial
Council of Production and removes the Vice Presidemrmember and chair of t@@mité para la Reconstruccion y
Reactivacion Productiva y del Empl@be “Committee for Reconstruction and ProduciRexovery”) in the zones
affected by the Pedernales Earthquake. Addition&lgcree 100 removes the Vice President as menfbéreo
Comité Ejecutivo del Consejo Consultivo Productvaributario (the “Advisory Council Executive Committee”)
and also repeals all norms of equal or lower pyido a presidential decree assigning functionthéopost of Vice
President. Otherwise, Jorge Glas retained the pbstice President. The Vice President has beenestlip
investigation for allegedly accepting bribes frordebrecht S.A. (*Odebrecht”), a Brazilian conglontereonsisting
of diversified businesses in the fields of engimaggrconstruction, chemicals and petrochemicalssiPetht has
admitted as part of its plea agreement with the D&partment of Justice that it made and causée tnade more
than US$33.5 million in corrupt payments to goveenmofficials in Ecuador and intermediaries workiorg their
behalf between 2007 and 2016. On September 28, Hxliador's Attorney General presented chargesectls
allegations of corruption in Ecuador involving Odatht. The charges were presented to Ecuador’'sstigtourt,
the Corte Nacional de Justici@he “National Court of Justice”) and included Wiee President, among others. The
National Court of Justice decreed that the Vicesiflent is not allowed to leave Ecuador. On Octéht017, the
National Court of Justice decreed the preventierdmn of the Vice President and ordered a fredzais bank
accounts. On October 4, 2017, President Morenoiajgabthe Minister of Urban and Housing Developmédferia
Alejandra Vicufia Mufioz, as interim Vice Presidé. October 16, 2017, the Vice President filed émusal of the
judge overseeing the investigation which led to glostponement of the conclusion of the investigatiatil the
motion for recusal has been resolved.

On August 7, 2017, President Moreno announcedduasterity measures. As part of the austerity measur
President Moreno offered for sale one of the twesjglential airplanes and luxury cars owned by tbee@ment.
President Moreno ordered a 10% reduction in thergalf public servants with monthly salaries betw&s.$2,368
and U.S.$6,261. Finally, President Moreno annouricatreal property owned by the public companyrittbiliar”
would be offered for sale and the proceeds invesiethe ‘Casa para Toddsproject (the “Housing for All
Project”) to generate employment and grant acaesmusing to the poorest families in the countdye Housing
for All Project includes the construction of 325)0Bouses in the next four years out of which 190,8dl be
granted to the public free of cost and 134,000 b&lfinanced at a low cost. Construction of housinder the
Housing for All Project is expected to generate ertbian 136,000 jobs.

On October 2, 2017, President Moreno presentedbtiosving questions to the National Court of Josti
for its pronouncement about the constitutionalitythee subjects addressed in the questions withintemtion of
submitting the questions to a national referendorbet convened by th@onsejo Nacional Electorgthe “National
Electoral Council” or “CNE"):




» whether those convicted of corruption related afeenshould lose their political rights and whetheir
property should be confiscated,;

» whether an election should be held to replace thieest members of th€onsejo de Participacion
Ciudadana y Control Socigthe “National Council for Citizen participation aSdcial Control);

 whether to reverse the recent constitutional amemtinvhich allows indefinite reelection, instead
limiting officials to a single reelection to thensa office;

» whether to eliminate the Law to Eliminate Specolatand Tax Fixing;

» whether to reduce the area in the Yasuni natioardd pnder oil exploitation and add 50,000 hectéoes
the protected area in this park;

* whether to prohibit metal mining in urban and pcted areas; and

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

The presidency of the Republic provided additidmeedkground on the first question above and stihtaid
the question contemplates whether public servanfaublic officials convicted of corruption shoul@tnonly lose
their political rights but also whether the companlinked to these cases should be banned frolmefucbntracting
with the Republic if found responsible.

On October 11, 2017, President Moreno announcagh@er of economic measures intended to reactivate
the economy, protect dollarization and finance aoprograms. The executive will send a bill to fRational
Assembly that will include:

» starting in 2018, an additional income tax applieab natural persons earning at least $3,000 peithm

* an increase of 3% of the corporate income tax, @¥ to 25%, which was the level of corporate ineom
tax in 2010; however, this will not be applicalidesmall and medium enterprises, and other compémags
perform activities that facilitate the access oéfgn currency into Ecuador;

» the elimination of prepayment of income tax for gamies with annual sales of less than $300,000fand
companies with sales over $300,000, a refund ofi $Sncome tax prepayment, on a progressive basis,
subject to maintaining or increasing employmenglgyv

» the elimination of income tax for small enterpsiger the first $11,000 of income;

» the elimination of income tax for small and medienterprises during the first two years of operation

* measures to incentivize the repatriation of captahsisting in a 5-year tax holiday to those wajpatriate
capital within 12 months;

» ataxrefund program for exporters;
* the elimination of land tax, and

» certain tariffs and rates to protect local prods@erd disincentive contraband.




On April 16, 2016, a 7.8 magnitude earthquakecktrlne 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. OnoDet 5, 2017, the Committee for Reconstruction Rratiuctive
Recovery presented a report to President Morenehnmstiates that as of September 15, 2017, the detadned
budget to reconstruct the infrastructure damagethéyPedernales Earthquake is approximately U.8%$2billion
out of which U.S.$1.419 billion have already beeseditowards reconstruction efforts. An additionab%1.773
billion are expected to be assigned to the budgeteconstruction efforts. An evaluation condudbgdSecretaria
Nacional de Planificacion y Desarrolithe “National Secretary of Planning and Developther “SENPLADES”),
Instituto Nacional de Estadistica y Censos (“Na#ibinstitute of Statisticsbr “INEC”) and various Government
ministries estimates that, without taking into aguothe cost of reconstruction, damage from théhgaake had an
impact of -0.7% on the growth of Ecuador’'s GDP 1@, and, as of December 2016, an impact of -9.8%he
growth of GDP in Manabi, the province in which 9%¥the damage caused by the earthquake is contahtrén
response to the earthquake, former President Cemgmwered the Ministry of Finance to reallocatelisufunds,
other than those allocated toward health and eidacabward reconstruction efforts through Arti@eof Executive
Decree No. 1001 and proposed a series of measutedg finance reconstruction pursuant to his aiuthander
Articles 120 and 140 of the 2008 Constitution (tB808 Constitution”) which was written and approvieg the
electorate and the National Assembly upon formesiBent Correa’s taking office.

On May 20, 2016, thdey Orgénica de Solidaridad y de Corresponsabilid@tidadana para la
Reconstruccion de las Zonas Afectadas por el Tenemde 16 de Abril de 201@he “Law of Solidarity”) was
published and became effective. The Law of Soligamicludes the following measures:

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

* a one-time contribution by natural persons equl®6 of an individual’'s total assets for indivithiwhose
total assets exceed U.S.$1 million;

* aone-time contribution by corporations equal tod@heir 2015 taxable income; and

* a one-time contribution of a day's salary for onenth for those earning more than U.S.$1,000 a manth
one-time contribution of a day’s salary for two rtfenfor those earning more than U.S.$2,000 a mamit;
similarly until a limit of a one-time contributioof one day's salary for five months for those eagnnore
than U.S.$5,000 a month.

Existing contingent credit lines with the Inter-Anoan Development Bank (“IDB”) and the Internatibna
Bank for Reconstruction and Development (“IBRD™)atioU.S.$229 million, credit lines with diverse eénhational
organizations total U.S.$513 million, including aSU$69 million loan from the World Bank and othernfis of
financing include a U.S.$100 million credit witborporacion Andina de Fomentghe “CAF"). The Republic
would explore the possibility of granting a conémssof certain assets, including the Sopladora ABHK
hydroelectric plant and sale of certain assets agtBanco del Pacifico S.A., th@orporacién Nacional de
Telecomunicacioneand TAME, its domestic airline. Additionally, only 8, 2016, the International Monetary Fund
(the “IMF") approved a U.S.$364 million disburserhéor the Republic under the IMF rapid financingtiument
(the “IMF Rapid Financing Instrument”). The finaalcsupport was granted to the Republic in ordemsdke up for
financial shortfalls and finance reconstructionsuteng from the Pedernales Earthquake. The IMFoanoed the
financial support on July 8, 2016 through a pressase. The IMF disbursed the U.S.$364 million lwaa single,
upfront disbursement with no conditionality. OnyJ8| 2016, the Executive Board of the IMF concludedannual
Article IV consultation with Ecuador. On SeptemB€16, the IMF published a staff report completedJaly 1,
2016, following discussions with Government offlsian economic developments and policies underpiitiie
IMF arrangement under the IMF Rapid Financing brstent.

To date, six sources of financing are being useadtress relief and restoration efforts in relatiorihe
Pedernales Earthquake, the General State Budgegqas from the Law of Solidarity, contingent lireéscredit,




other types of credit, national and internationahations and a debt exchange between Ecuador aaid. $pn
August 15, 2016, Fausto Herrera, former MinisteFiofance, allocated U.S.$888 million for immediateention to
relief and restoration efforts in relation to thedBrnales Earthquake.

As of September 30, 2017, Ecuador’s Internati®teslerves totaled U.S.$2,362.4 million, a decrease f
September 30, 2016, when International Reservaketbt).S.$4,472.9 million. This decrease was milgndue to
payments made abroad by private sector entitiegi¢h balance between deposits and withdrawakeientral
Bank's vaults, and debt service payments.

Recent Developments Regarding Burlington Dispute

On July 20, 2017, Ecuador and Burlington agreedrkehe High Court of Justice Queen’s Bench Divisio
Commercial Court in the UK, that the enforcementhaf Award be stayed until 45 days after the exipinaof the
provisional stay or expiration of the stay.

On August 31, 2017, the ICSID Annulment Commitiéed the provisional stay of the enforcement @ th
award and terminated the provisional stay. Givendecision of the ICSID Annulment Committee, Bugton has
proceeded to activate its enforcement actionsen3buthern District of New York, the U.S. Districourt for the
District of Columbia and the United Kingdom in amtance with the stipulations entered into betwémnparties.
The parties may seek to extend the “no enforceqemdd” and are in discussions regarding the same.

On October 6, 2017, Professor Piero Bernardini,afrtee Committee members, submitted his resignatio
The proceeding is suspended until the vacancyléslfi Thereafter, a new procedural calendar véllpbesented to
the parties.

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 olvigroin real terms, while in 2016, the Ecuadoriamormmy
contracted in real terms as described below. Ib52Be economy of Ecuador grew by 0.2% in real secompared
to 5.6%, 4.9% and 4.0% for 2012, 2013, and 201gheeively. This decreased level of growth whemgared
with prior years was mainly due to decreased resemasulting from the decline in the price of @h April 10,
2017, the Central Bank published information regeydGDP for 2016. Real GDP for 2016 was U.S.$69,321
million, compared to U.S.$70,354 million in 2018presenting a decrease of 1.5% in real terms. ddtdeease is
mainly due to the decline in the price of oil, eoeger dollar and the impact of the Pedernaleshfaske. From
2011 to 2016, the average real GDP growth of Eauads 3.5% compared to the 1.6% average real GDWwtigrof
other Latin American and Caribbean countries. Adicay to the Central Bank’s quarterly bulletin féretsecond
quarter of 2017, real GDP for the first six montfif017 was U.S.$35,291 million, compared to U.8,$35 million
for the first six months of 2016, representing aaréase of 2.8% in real terms. This increase isigpaiue to a
growth of 3.8% in end consumption expenditures assalt of an increase in production of privatet@eentities,
mainly related to financial services, productiongtdss, ceramics and cement, manufacturing of machiand
equipment, manufacturing of metal products and rfeentwring of transportation equipment. Likewiseg th
performance of the private productive sector ishferr fostered by an increase in consumption, shopwiuarterly
variation of a non-oil gross production increas@ &%o. In the first six months of 2017, the nomiGaP reached
U.S.$50,772 million representing an increase from U.5.$48,912 million in the first six months d@¥15. From
2012 to 2015, the Ecuadorian economy grew fromraimal GDP of U.S.$87,925 million in 2012 to U.S.$1077
million in 2015. In 2016, the nominal GDP reachedS\897,802 million representing a decrease from the
U.S.$100,177 million in 2015. For 2017, the CenBahk estimates a nominal GDP of U.S.$100,599 onillin the
first quarter months of 2017, the nominal GDP realchl.S.$24,965 million representing an increasenfthe
U.S.$23,893 million in the first quarter months28f16. From 2012 to 2015, nominal GDP per capitavgrom
U.S$5,665 in 2012 to U.S.$6,099 in 2015. In 20@@ninal GDP per capita decreased to U.S.$5,966.

Inflation for the 12-month period ending in Ded®n 31, 2016 decreased to 1.1% from 3.4% for the 12
month period ending December 31, 2015. This deersadue to a decrease in the price of certain gatsn motor




vehicles and fruits and vegetables as a resubrfpetition from Peruvian agricultural products einig the market,
the impact on the price of imported goods as altre$wa stronger dollar and the application of agrtadditional
tariffs. Inflation decreased from 1.4% for the 12nth period ended August 31, 2016 to 0.3% for tAenbnth
period ended August 31, 2017 primarily due to arekese in prices of furniture, home goods, itemgHerroutine
conservation of homes, clothing items, footwear divérse goods and services, including items fosqreal care
caused by the reduction in the value-added tax ftd% to 12% and a reduction in tariffs. Accordingtie Central
Bank, inflation decreased from 1.30% for the 12-thgperiod ended September 30, 2016 to -0.03% ferli:
month period ended September 30, 2017.

The rate of unemployment decreased from 5.7% &#aoth 31, 2016 to 4.4% as of March 31, 2017. The
rate of unemployment increased slightly to 4.5%faiune 30, 2017. The rate of unemployment ince&s®.20%
as of December 31, 2016 because of an increake ialbor force participation rate as previouslynecoic inactive
members of society joined the labor force. The chtegnemployment decreased from 4.1% in 2013 t&63r82014
due to increased job creation in the services amaerce industries. The rate of unemployment aszd from
3.8% in 2014 to 4.8% in 2015 due to a general stawdof the economy in 2015 that led to job lossebdth the
private and public sectors.

In the first six months of 2017, manufacturing whe largest sector of the economy measured by
percentage of GDP (13.69%), followed by constructipl.07%), trade (9.92%), community services (&yand
agriculture (8.56%). In the first six months of BQInanufacturing, construction, trade, communityises and
agriculture were also the largest sectors of ttom@my measured by percentage of GDP, respectivelgquating
for 13.90%, 12.27%, 9.73%, 8.74% and 8.42%, resmdyt In 2016, manufacturing was the largest seofahe
economy measured by percentage of GDP (13.81%)weedl by trade (9.77%), construction (12.04%), camity
services (8.81%) and agriculture (8.46%). In 20hanufacturing, construction, trade, community ey and
agriculture were the largest sectors of the economgsured by percentage of GDP, respectively atioaufor
13.61%, 11.20%, 10.29%, 8.55% and 8.47% of GDP.

According to the Central Bank’s monthly bulletirr fAugust 2017, oil field crude production, includin
that of private and state-owned companies, rea2B8d/ million barrels for the year 2016, averadidg,000 bpd.
This represents a 1.2% increase from the 198,23llomibarrels produced for the year 2015, or anraye
production of 543,000 bpd. This increase was pp@lty due to the commencement of operations at oiiglds,
such as the Ishpingo-Tambococha-Tiputini (the “IIfiéld in Yasuni National Park, which began exti@at in
September 2016According to the same monthly bulletin, oil fiatdude production, including that of private and
state-owned companies, reached 113.4 million lmairelthe first seven months of 2017, representin®g. /&6
decrease from the 116.6 million barrels producedha first seven months of 2016 (and a decreas238b in
barrels per day (“bpd”)). In the first seven monti2017, state-owned companies were responsibléd®% of
production, compared to 78.6% of production infitst seven months of 2016.

In the first seven months of 2017, crude oil expadtaled U.S.$3,466 million compared to U.S.$2,676
million in the first seven months of 2016. In 206ude oil exports reached U.S.$5,054 million, a42® decrease
from U.S.$6,355 million in 2015. This decrease was to a decrease in the average price of petrofgmbarrel
from U.S.$45 in 2015 to U.S.$34 in 2016. The Eshdasarefinery underwent a period of preventativénteaance
up until the end of 2015. In 2016, the fully-opeyaal Esmeraldas refinery processed larger questif refined
petroleum, temporarily reducing the average priceetroleum per barrel up to the third quarter 1@, when the
price of petroleum began to increase once morede€Cail exports as measured in U.S. dollars steaddseased
from 2012 to 2013. Ecuador’s crude oil exportaled U.S.$13,016 million in 2014, a 3.0% decreasenf
U.S.$13,412 million in 2013. Crude oil exports 2015 totaled U.S.$6,355 million, a 51.2% decreasenf
U.S.$13,016 million in 2014. Both decreases were i the decline in the price of oil beginnindate 2014 and
continuing through 2015.

The Government considers the water, telecommunitgtinatural resources, and electricity sectorseto
the most important sectors of the economy. In 2€i&l Government invested U.S.$7,017 million in ¢hesategic
sectors, compared to U.S.$6,536 million in 20132015, investment in Ecuador’s principal econongctars
decreased by 18% to U.S.$5,736 million. This deseewas due to the Government's decision to dezreas




investment in the oil sector in 2015 as a resubxgfected lower revenues from oil sales. Investrrettie oil and
mining sector decreased from U.S.$3,014 millior2@15 to U.S.$2,533 million in 2016. In 2016, thev&mment
invested U.S.$4,386 million in the strategic sextarompared to U.S.$5,736 million in 2015. In 201te
Government invested in water, telecommunicatioasijnal resources and electricity, including investits made by
the state-owned company that administers all itrinagire projects carried out by tihvinisterio Coordinador de
Sectores Estratégicqshe “Ministry of Coordination of Strategic Seatbror “MICSE’) (“Ecuador Estratégico”),
which was abolished on May 24, 2017, and othersaofanvestments including those made Ministerio de
Ambiente (the “Environment Ministry”) and the Public Enteigg Administrator of the Special Economic
Development Zone Eloy 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, when the
Government invested U.S.$1,148 million in the sectds of 2014, hydroelectric plants supplied apprately
46% of the power in Ecuador. As of 2015, hydrdeieplants supplied 58% of the power in EcuadBy. year-end
2016, hydroelectric plants generated 66% of thegoaw Ecuador. By year-end 2017, hydroelectriatdaare
expected to generate 90% of the power in Ecuadarador’s objective in developing hydroelectric powse to
reduce its consumption of oil through oil-based egators, thereby decreasing oil imports and eleanergy
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 Delit(the “Law to Eliminate Money Laundering and thedfining of Crimes”)
was published and became effective. This lawtenitied to prevent, detect, and eliminate moneyderimg and the
financing of crimes by creating a registry of “unal and “unjustified” financial operations andngactions. In
addition to the institutions that are part of tivehcial and insurance systems of Ecuador, therémuires certain
other entities and institutions to report to tbeidad de Analisis Financiero y Econémi¢the “Financial and
Economic Analysis Unit”), the Government entity pessible for compiling information and producingoés
relating to money laundering.

On August 22, 2016, former President Correa signddcree executing the merger of Ecuador’s Public T
and Radio Company (“E.P. RTVEcuador”) with the estatvned newspaper, El Telégrafo, to form Erapresa
Publica de Medios Publicos de Comunicacion del HowaMedios Publicos EP(“Public Media and
Communications Company of Ecuador”). This consdl@h decree was issued for the purpose of elinmigat
duplicative functions 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 understandimjaabanking and payment arrangement. The twondects
provide for mechanisms to set up accounts, netifqgayments and other payment arrangements bettheetwo
central banks to facilitate future payments of eipbetween Iran and Ecuador. A third document sigsed by
the Agencia Ecuatoriana de Aseguramiento de CalidadAdeb de la Republica del Ecuad(ihe “Agency for the
Quality Assurance of Agriculture of Ecuador”) artetPlant Protection Organization of the Islamic Utdigc of
Iran. The document is a memorandum of understgnttiiat establishes a framework for bilateral coapen in
plant quarantine methods in accordance with thermational Plant Protection Convention.

Ecuador previously entered into two other coopeeatigreements with Iran. The first, signed in Oeto
2011, is a memorandum of understanding that estasia framework for bilateral cooperation on heaitiatives.
The second, signed in June 2012, is a commeraiebagent that establishes a framework for any futaremercial
trade between Iran and Ecuador.

On October 12, 2016, theey Organica de Incentivos Tributarios para VariBectores Productivos e
Interpretativa del Articulo 547 del Cddigo Organide Organizacion Territorial, Autonomia y Descefigacion
(the “Law on Tax Incentives”) was published anddme effective. The Law on Tax Incentives is intmhdo
encourage productivity by extending tax incentitceadditional sectors of the economy. The law distads income
tax deductions for micro, small and medium sizedilesses that provide private health insurancehé&ir t




employees and income tax deductions for public esr@imercial transport operators equal to the valuthe
vehicles owned by such operators.

On October 17, 2016, tHeey Orgéanica que Regula a las Compafiias que FieanServicios de Atencién
Integralde Salud Prepagaday a las de Seguros que Of€dbartura de Seguros de Asistencia Médiiba “Law to
Regulate Companies that Finance Pre-paid Healthicesrand Health Insurance Companies”) was puldigirel
became effective. The law is intended to regulate health service @migs and health insurance companies and to
provide clear legal requisites for the establishnaexl operation of those entities.

On October 21, 2016, tHeey de Fortalecimiento a los Regimenes Especia@eSegjuridad Social de las
Fuerzas Armadas y de la Policia Naciofile “Law to Strengthen the Social Security Systfrthe Armed Forces
and National Police”) was published and becamectie The law is intended to make the nationateayn of
social security more sustainable over time by m@ladjustments and improvements to the pensionsublfig
servants from Ecuador’s Armed Forces and Nationht®

On December 13, 2016, they Organica para Evitar la Especulaciéon sobre alov de las Tierras y
Fijacion de Tributos(the “Law to Eliminate Speculation on Land Valuwsd Tax Fixing”) was published and
became effective. This law is intended to createoee equal distribution of wealth and resourcelSanador. This
law imposes a tax of 75% on capital gains obtain@t the sale of real estate in excess of an amegual to 24
basic unified wages, or U.S.$9,000 as of the timeentinimum wage for the year 2017 went into effelthe Law to
Eliminate Speculation on Land Values and Tax Fixalgo imposes more stringent property record keepin
obligations on the Autonomous Centralized Goverrsien

On December 20, 201the Ley Organica Reformatoria a la Ley OrganicaS#gvicio Publico y al Cédigo
de Trabajo(“Law to Reform the Organic Law of Public ServicedaLabor Code”)was published and became
effective. Under this law, a public servant whass to work for a public institution receives f@inuneration up
until the last day worked on the last month of wawthout receiving payment for the remaining dagsworked on
that month. The aim is to not overcompensate tleosployees partially working during a month as @gabto
those who work the full month.

On April 12, 2017 theCdodigo Orgéanico del Ambientghe “Organic Code for the Environment”) was
published. The Organic Code for the Environment Wcome effective on April 12, 2018, and will réage
activities that generate impact and damage tonkE@ment as well as allocate oversight of thegeities to the
Autoridad Ambiental Naciondthe “National Environmental Authority”), th&istema Unico de Manejo Ambiental
(the “Office for Environmental Management”) and #hetonomous Decentralized Governments upon ceatibo.
This code’s general principles include: an emphésissustainable development, clean technolog\grradtive
energies, and additions to production costs afi@dessary measures to prevent, avoid or reduagipglictivities.
This code also provides for studies of environmantpact, environmental management plans as wedbastions
and infractions due to violations of environmemiatms.

On April 18, 2017, théeypara laRestructuracion de Deudas de Banca Publica, Bareaada y Gestion
del Sistema Financiero Nacional y Régimen de Val@tee “Law to Restructure Debt of Public Banks &ldsed
Banks”) was published and became effective. Thisi¢aintended to restructure and forgive debt {bebt”) arising
from the 1999 financial crisis in Ecuador which ppied the closure of seventeen banks. The Law $strirdure
Debt of Public Banks and Closed Banks forgives [éhtp to U.S.$150,000 that is owed by survivinguges and
surviving cohabiting partners of deceased debtersall as by debtors who are incapacitated. Intexidithe Law to
Restructure Debt of Public Banks and Closed Baokgvesexpenses, 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.

On May 5, 2017, théey Orgéanica del Sistema Nacional de Infraestrugtuial del Transporte Terrestre
(the “Organic Law for the National System of Roadrdstructure for Ground Transportation”) was pstéid and
became effective. The law establishes a regimethferdesign, planning, execution, construction, mheaiance,
regulation and control of infrastructure for grounahsportation and its complementary services. latveclassifies
roads by type to facilitate the approval of prgeir the construction of road infrastructure, ieegithese projects
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to include studies of environmental and social ict@es well as of security of the rgahd allocates responsibility
to the central Government and the Autonomous Deakregd Governments to maintain the infrastructafrground
transportation.

On June 21, 2017, theddigo Orgénico de las Entidades de Seguridad Glada y Orden Publicdthe
“Organic Law for the Citizenship Security and Puabfdrder Entities”) was published. This law govethe
organization, institutional activities, professibdavelopment and administrative-disciplinary regeof citizenship
security and public order entities.

On July 31, 2017, th€ddigo Organico Administrativithe “Organic Administrative Code”) was published,
and it will become effective on July 31, 2018. Thae will unify the procedures, defenses, penaltied statutes of
limitations applicable in connection with admingtve proceedings other than tax proceedings. Autdilly, this
code will repeal théey de Modernizacion del Estado, Privatizacionésgstacion de Servicios Publicos por parte
de la Iniciativa Privada

On September 8, 2017, they Orgéanica para la Aplicacion de la Consulta PtsuEfectuada el 19 de
Febrero de 2017the “Organic Law for the Application of the Refedaim Effective on February 19, 2017”) was
published and became effective. The law establiiegsthose who hold posts by popular election thede who
are candidates to such posts, those who hold pséiiant positions and those who aspire to holtl positions,
cannot own goods or capital in territories con®deiax havens. If those who already hold postsdpylar election
and those who already hold public servant posifion& goods or capital in tax havens, then theytroosiply with
this law or leave their positions by March 6, 20IBose who do not comply with this law by Marct2618 will be
removed from their positions.

On September 13, 2017, they Organica Reformatoria a la Ley Organica del\s&@o Publico (the
“Organic Law to Reform the Organic Law of Publicr8ee”) was published and became effective. Thig la
establishes a mechanism to regulate the tempo@riracting of public servants in public entities arder to
prevent public servants in temporary positions flmenoming permanent public servants, in practicéont being
subject to merit-based competitions.

Balance of Payments and Foreign Trade

Between 2012 and 2016, Ecuador experienced fluohstbetween balance of payment deficits and
surpluses. While there were surpluses in 2012816, there were deficits in 2012, 2014 and 20A/.increase in
Government investment contributed to a deficit 088581.9 million in 2012. In 2013, an improvemanthe
financial account that was the result of an inaeeas bilateral debt and corresponding loan disbuesgs
contributed to a balance of payments surplus of.$1,845.9 million. However, the current accountiaiefof
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 witspect 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.$2,914.6 million in 2013 to U.S.$32&lion in
2014 as a result of a decrease in investment &oydéar. However, the current account improved feodeficit of
U.S.$923.4 million in 2013 to a deficit of U.S.$523million in 2014. This improvement was due te th
improvement in the trade balance from a deficitUoB.$528.6 million in 2013 to a deficit of U.S.$63nillion
2014. This improvement resulted from an increasem-petroleum exports in 2014, particularly banane shrimp
exports.

In 2015, Ecuador’s balance of payments deficit grew.S.$1,488.4 million as a result of a decreashe
current account. The current account decreased fodeficit of U.S.$523.4 million in 2014 to a aifi of
U.S.$2,108.3 million in 2015. The expansion of thedicit in the current account was due to an iaseein the
deficit in the balance of trade from U.S.$63.5 imiilin 2014 to a deficit of U.S.$1,649.8 in 2015%ieh resulted
mainly from a decline in the price of ail.
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In 2016, there was a balance of payments surplud.$$1,206.7 million, an increase compared to the
U.S.$1,488.4 million deficit in 2015. The balarafgpayments surplus was due to an increase inutirerd account.
For the second quarter of 2017, there was a balahpayments surplus of U.S.$652.3 million, a dasee of
U.S.$202.3 million compared to the U.S.$854.5 wrillbalance of payments surplus for the second ejuef2016.
This decrease was due to a decrease of U.S.$89Hiéhnn the current account surplus and to arnréase of
U.S.$665.8 million in liabilities of the capital @rfinancial account.

The current account increased from a deficit of. $238.08.3 million in 2015 to a surplus of U.S.$T,43
million in 2016. The surplus in the current accowass mainly due to an improvement in the traderzsgrom a
deficit of U.S.$1,649.8 million to a surplus of U$,567.3 million, which was due to a decreaseniparts
particularly with respect to imported fuel and lisants as well as capital goods. In the secondeuaf 2017, the
current account registered a surplus of U.S.$59ilom a decrease of U.S.$895.0 million comparedthe
U.S.$954.2 million surplus for the second quarfe2@l6. The decrease in the surplus of the cumenbunt was
mainly due to a decrease of U.S.$647.3 milliorhimtrade balance, an increase in the deficitseofénvices and the
investment income accounts of U.S.$17.1 million &h8.$81.5 million respectively and a decrease &.$148.9
million in net transfers.

In Ecuador, total direct foreign investment reactle8.$567.5 million, U.S.$727.1 million, and U.S/873
million, in 2012, 2013 and 2014, respectively. Btrforeign 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.$73fillion, 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, thelgetn sector
represented the largest percentage of direct foreigestment with 61.9% of all investment. Commeerel
transportation, storage and telecommunicationsv@t representing 15.1% and 6.4% of direct for@igestment,
respectively. For the second quarter of 2017, tire@stment totaled U.S.$175.1 million, an inceeasmpared to
the U.S.$128.5 million total for the second quaofe?016.

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, ovémports decreased to U.S.$16,798 million, a desweof 8%
compared to 2015. This decrease was primarilytdwedecrease in crude oil exports (20%), as vgH decrease
in cacao exports (10%) and exports of metal marnurfiag (21%). For the period of January througly 2017,
overall exports increased to U.S.$10,998 milliamjrecrease of 17.4% compared to the U.S.$9,368omifor the
same period for 2016. This increase was primarilg tb an increase in crude oil exports (29.5%)wel as an
increase in shrimp exports (21.9%) and an incrgabananas and plantains exports (16.5%).

Although the levels of imports increased from 2842014, the rate of increase declined over thabge
due to the Republic’s promotion of domestic produrct In 2012, the rate of increase of imports WeB%, which
increased slightly to 6.1% in 2013 and decline@.8% in 2014. In 2015, imports totaled U.S.$21,5ii8ion,
compared to U.S.$27,726 million for 2014 registgrihe first decrease in the levels of imports ia fgast five
years. This decrease in the level of imports wastd budget adjustments that limited the amoumtivastment to
be used in the purchase of imports. In 2016, itspmtaled U.S.$16,324 million, as compared touh®.$21,518
million in 2015, reflecting a 24.1% decrease pipadly due to a decrease in the price of cruderal @ decrease in
imports of fuel and lubricants. For the period afidary through July 2017, imports totaled U.S.$49 @iillion, as
compared to the U.S.$8,823 million for the firstese months of 2016, a 23.4% increase mainly asualtref an
increase in imports of durable consumer goods, dnel combustibles, primary industrial material$grinational
postal traffic and courier, construction materiadgpital goods for agriculture, industrial capigdods and
transportation equipment.
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Monetary System

The Government of former President Correa pri@itizhe stabilization of the monetary system and
promoted the safety of the financial system. A#&pfil 30, 2017, the Ecuadorian banking system haota of 23
banking institutions, of which one was a foreigmlb@perating in Ecuador and one was a state-owoeudnercial
bank.

Banking deposits, primarily composed of demand digpaand time deposits, constitute the principal
source of financing for the banking system. Froet@&nber 31, 2013 through December 31, 2014, iotel &nd
demand deposits increased 10.8%, from U.S.$24,25dmio U.S.$26,874.5 million. As of December 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 avaiabilcredit 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 ept8mber 30, 2017, total time and demand depasiteased to
U.S.$27,479 million, an increase of 6.92% compace8eptember 30, 2016. This increase was prirlgipale to
accounting for the deposits of the new bank “BabBaoers” which contributed to a 3.12% growth in tiraed
demand deposits out of the 6.92% total growth ngadniven by time deposits; an increase in demarpbsits of
Banco Pichincha, which despite the decrease in diepmsits, contributed to a 1.24% growth in timd demand
deposits out of the 6.92% total growth; and toitlezease of mainly demand deposits of ProdubandoBamco
Bolivariano, time deposits of Banco del Austrod &oth time and demand deposits of Banco Internatio

Total assets of the banking system increased fra&$23.9 billion in 2011 to U.S.$33.6 billion in 20
As of December 31, 2015, total assets for the lbankystem totaled U.S.$30.9 billion, a decreas8%fsince
December 31, 2014. This decrease in total asselsei to the decrease in time and demand depog&lb. As of
December 31, 2016, total assets for the bankintgmsydotaled U.S.$35.6 billion, an increase of 15.8#tce
December 31, 2015. This increase in total assatse to an increase in available funds of U.S.B®ian in 2016.
Total assets of the banking system increased frdn$33.5 billion as of September 30, 2016 to U.&&8illion as
of September 30, 2017, an increase of 9.7%. Thire@se was principally due to an increase in thelozs
portfolio of U.S.$4.20 billion.

With respect to the various sectors, most loarrésterates remained stable during the period frédR2
through 2016 with the corporate productive lendimgrest rate increasing slightly to 8.2%, and comar lending
rates remaining at approximately 15.9% from 20120&3 and then increasing slightly to 16.0% in 201 2015
consumer credits were divided into “ordinary consurtredits,” for the acquisition or commercialipatiof light
fossil fuel vehicles and “priority consumer creditdedicated to the purchase of goods or servicesxpenses not
related to productive activity or ordinary commatcctivity. After such reclassification, the ordiy consumer
lending interest rate was 16.2% in 2015 increasiightly to 16.8% in 2016, and the priority consuntending
interest rate increased from 16.0% in 2015 to 161'Y2016.

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 this ghaim
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 witd general
consumer lending interest rate available in 20186a0%, and the ordinary consumer lending intenastincreased
above this rate to 16.2%. For more informationarding changes to categories of interest rates;Menetary
System—Interest Rates and Money Supply.”

Average loan interest rates on short-term and teng- loans decreased slightly from 8.2% in 2012 to
8.1% in 2016 due to certain banks reducing 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 201éhbee banks
increased interest rates offered to the publiadeioto satisfy liquidity needs.

From 2012 to 2015, the banking system’s delinquaaty varied and past-due loans represented 2.8%,
2.6%, 2.9%, and 3.7% of the total loan portfolespectively. The delinquency rate increased t&%Ar82012 as a
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result of an increase in consumer past-due loamshviicreased from U.S.$175 million in 2011 to $223 million

in 2012. However, the rate decreased to 2.6% 118 2le to a reduction in past-due loans of the ceroial sector,
which decreased to U.S.$284 million. In 2014, deénquency rate increased to 2.9%, as a restifteoincrease in
delinquency rates in consumer credits from 4.7%.586. In 2015, the delinquency rate increased 1&3ue to
the increase in delinquency rates in commercialitsérom 12.7% to 14.3% as well as the decreadiedariotal loan
portfolio. In 2016, the delinquency rate on lo&msn the private banking sector decreased to 3.5% @esult of a
U.S.$166.2 million decrease in the delinquency oateonsumer loans. As of September 30, 2017, eliequiency
rate decreased to 3.4% compared to the 4.1% deliroy rate as of September 30, 2016. This decrisase
principally due to a decrease of 3.16% in pastidars, while the total gross loan portfolio incresdidy 23.81% as
a result of an increase in the income of borromédrieh decreased payment delays.

In September 2014, the National Assembly enadiedCbdigo Organico Monetario y Financierthe
“Monetary and Financial Law”) in order to addressaknesses of the Republic’s financial system stexgriniom
the banking crisis in 2000. To achieve its objexgj the Monetary and Financial Law creates a regulatory
body, theJunta de Politica y Regulacion Monetaria y Finanai@he “Committee of Monetary and Financial Policy
Regulation”) to oversee and regulate the executbrmonetary, foreign exchange, financial, insuranaed
securities policies of the country. The committeeomprised of delegates from Ecuador’s MinistfyFmance,
Ministerio de Industrias y Productividadgthe “Ministry of Production and Industrializatign” Ministerio
Coordinador de Politica Economicéthe “Ministry of Economic Policy”), office of thélational Secretary of
Planning and Development, and a delegate appdoytéide President. The principal function of thenooittee is to
oversee and monitor the liquidity requirements ofi#&lor’s financial system, ensuring that liquidiynains above
certain levels (to be determined by the Committe&lonetary and Financial Policy Regulation). Tlasvlalso
creates a separate internal auditor for the Goventmfinancial entities, establishes certain nofanghe Central
Bank and theSuperintendencia de Banc@he “Superintendent of Banks”) regarding theiddet, purpose, and
supervision, and sets forth reporting requiremémthe Committee of Monetary and Financial PoligRlation.
The law also explicitly establishes that certaiccants in the Central Bank, including the accowssd for the
deposits of the&Corporacion de Seguro de Depdsiftise “Deposit Insurance Corporation” or “COSEDETf)d 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. Othastiens of the law make reference to an electrgaigment
system to facilitate payments to vendors. Throtinig voluntary electronic payment system, Ecuadariaill be
allowed to make online payments to participatingd@s through a payment system managed by the Goest.
Payments made through the system will be deduatenedited directly from accounts that vendors eatablish
with the Central Bank and will be backed by ligassets in the Central Bank. On August 7, 2014,lmgihone
carrier Movistar signed an agreement with the Gériank to establish accounts to use the electrpaienent
system. In December 2014, the electronic paymgsiem began operations. According to the CentrakBas of
June 2017, approximately U.S.$10 million was ircul@tion in Ecuador in electronic currency. The farther
establishes that further details regarding thisrgayt system may be set forth by the Committee ofiéfary and
Financial Policy Regulation in regulations and lawhe Committee of Monetary and Financial PoliggRlation
drafted various laws issued by the National Assgnibtluding the Law to Balance Public Finances #redLaw of
Solidarity, both of which are described hereingimtvizing and further regulating the use of eleaic money. For
more information regarding the Monetary and Finahcaw, see “Monetary System—Supervision of theaRaial
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 stitezrgng dollarization, correcting abuses in taxdfigsn and
redistributions and generating a change in Ecuadarating habits. According to a March 19, 20lsoancement
by former President Correa, the law would also geeeadditional revenue needed to offset the dedatiroil prices.
In order to achieve its goals, the law regulated discourages excessive consumption of cigaresiesholic
beverages and sweetened beverages through a specsaimption tax. Additionally, the law promotég use of
electronic money and credit cards issued by estttiat are part of the national financial systenrdfyunding 2%
and 1% of payments made with electronic money editicard, respectively, directly to consumers.e Tdw also
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seeks to halt currency outflows by discouragingtthasfer of large amounts of cash and encouragistgad the
use of electronic means of payment.

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

Public Sector Finances

During the five-year period from 2012 through 201Be Central Government budget deficit as a
percentage of GDP increased from 2.0% in 2012 7805n 2016. During the same five-year period, ltheget
deficit for the non-financial public sector incredsrom 0.9% in 2012 to 7.5% in 2016. The increasdhe deficit
from 2012 to 2013 were due to increased infrastrecspending. The increases in the deficit in 2814 2015
were due to an increase in wages and salariesipublic sector and lower petroleum revenues fah lyears.
However, the decreases in the deficit from 201£2@&5 were the result of budget adjustments undemtddy
Ecuador’s Ministry of Finance (outlined below). €lmcrease in the year—to—year deficit from 2012046 was
due to a stronger dollar which affected exports,Redernales Earthquake and the decline in o#gric

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 tredict is primarily due to decreases in petroleuswenue, non-
petroleum revenue as well as in revenue from cetéades.

For the first six months of 2017, total revenueshef general state budget were U.S.$9,414 millidnle
total expenditures were U.S.$11,267 million. Thasulted in a deficit of U.S.$1,854 million for tfiest six months
of 2017, an increase compared to the U.S.$1,28®mdeficit for the first six months of 2016. Thicrease in the
deficit is primarily due to the increased use ofn@tary resources to finance strategic investmeojeqgis and
capital formation projects. In 2016, the non-finahgublic sector registered a deficit of U.S.$Z3illion
compared to a deficit U.S.$5,091 million in 20IRis increase in the deficit was due to a decreatiee revenues
from the sale of oil exports caused by the decreasee price of oil during the time period. In1H) total revenues
for the non-financial public sector totaled U.S.&3@ million, a decrease from U.S.$33,586 million2015. In
2016, total expenditures for the non-financial priisector totaled U.S.$37,628 million (equivalent38.5 % of
GDP), a decrease compared to U.S.$38,676 milligniyalent to 38.6% of GDP) in 2015.

For the first six months of 2017, the non-finangablic sector registered a deficit of U.S.$138lionil
compared to a deficit of U.S.$1,834 million for thirst six months of 2016. This decrease in thécttefias due to a
surplus in expenses in social security, a decrigaspending in public works and an increase inlalée funds for
municipal and regional governments. For the firstnsonths of 2017, total revenues for the non-fimahpublic
sector totaled U.S.$17,238 million, an increasenfld.S.$14,437 million for the first six months dd16. For the
first six months of 2017, total expenditures foe thon-financial public sector totaled U.S.$17,37#lion, an
increase compared to U.S.$16,271 million for thet §ix months of 2016.

The 2016 budget (the “2016 Budget”) amounted to$29.8 billion, a 12.4% decrease from the U.S.$34.1

billion adjusted budget for 2015. It assumed agrage crude oil price of U.S.$35.00 per barrel civiiepresented

a 56% decrease from the U.S.$79.70 per barrel geegpece that was assumed for the 2015 budget. 2046
Budget also estimated a deficit equivalent to 20§% DP and a GDP growth of 1%. Excluding financitige 2016
Budget provided for U.S.$25.7 billion in expensesmprised of U.S.$8.8 billion in salaries and wades.$4.7
billion in consumer goods and services, U.S.$3libhiin capital transfers and donations, U.S.$4ildon in other
investment expenses and U.S.$4.5 billion in otlxperses. Total revenues under the 2016 Budget W& &23.2
billion, including U.S.$17.3 billion in taxes, rateand contributions, U.S.$4.8 billion in currenansfers and
donations and U.S.$1.2 billion in other revenu&he 2016 Budget was approved by the National Askemt
November 24, 2015 and became effective on Jany&g1b.
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Article 118 of the Public Planning and Finance Cgdmts the Ministry of Finance the authority todiip
any approved budget in an amount of up to 15% gfapproved allocation. From time to time, the Minjisof
Finance revises and adjusts the sources and ufasdsfinitially provided for in the budget. On Mh 3, 2016, the
Minister of Finance announced that the 2016 Budgmild be adjusted by approximately U.S.$800 millicthe
Minister specified that approximately U.S.$400 raillwould be reduced from investment and currepeezes and
that there would also be reductions to the budgfetise Autonomous Decentralized Governments. Tiraduly of
Finance made reductions in its estimates of revdarerasts for non-petroleum revenue by U.S.$780om;
income tax by U.S.$507 million, value added taX.b$.$818 million, and the Currency Outflow Tax bySl$209
million as compared to the original 2016 Budgeteraye forecasts. In addition, while making redutido
permanent expenses by U.S.$203 million and wagdssalaries by U.S.$284 million, the Ministry of Rirce
increased its projected expenses for the provisibgoods and services by U.S.$137 million and othen-
permanent costs by U.S.$965 million, both as coegptw the original 2016 Budget revenue forecasts.

For 2017, the Ministry of Economy and Finance’sneated projection for financing needs (both intérna
debt and external debt) is U.S.$16.7 billiohhe Ministry of Economy and Finance estimates #pgiroximately
U.S.$9.2 billion will derive from international famcing and approximately U.S.$7.5 billion from detie
financing. With respect to international financitige Ministry of Economy and Finance expects sugh financing
may come from various sources, including drawdowmder existing loan facilities, new bilateral andltitateral
lending facilities, bond issuances and other mettaigproviding liquidity that the Republic has piasly utilized,
such as oil sector related transactions, amongoth#/ith respect to domestic financing, the Minyisif Economy
and Finance expects that such financing may dérove rollovers of existing debt, new placementgtoy Ministry
of Economy and Finance, the Central Bank and gthétic institutions, certain projects and domesjerations.
While the Ministry of Economy and Finance has exgitgans as to the approximate amounts to be defirosd the
various sources, such allocation is subject to etazé&nditions as well as the policies of the nemiadstration and
such amounts and the use of the financing soustdersh in this paragraph is subject to change.

Pursuant to Article 295 of the 2008 Constitutionring a presidential election year, the nationaldat is
to be presented for National Assembly approval iwitthe first 90 days of the term of the next presid
Accordingly, the 2017 draft budget (“2017 Draft Bjad’) was presented for National Assembly approvaAugust
7, 2017, within the first 90 days of the term oE$ldent Moreno, which began on May 24, 2017. TheoNal
assembly had 30 days from August 7, 2017 to appooveake observations to the 2017 Draft Budget. 20/
Draft Budget proposed a budget of U.S.$36.8 bi/limm increase of 2% from the U.S.$36.0 billion Gedi budget
for 2016. In 2016, the 2016 initial budget was 051$29.8 billion. The 2017 Draft Budget assumeseerage
crude oil price of U.S.$41.69 per barrel and edimshe export of 136.6 million barrels of crudeamid the import
of 45.2 million barrels of petroleum derivativesridg 2017. The 2017 Draft Budget estimates the budgficit to
amount to U.S.$4,700 million. The 2017 Draft Budgéto estimates a GDP growth of 0.7%. The 2017 tDraf
Budget also sets the goal of a reduction of thegbudeficit for the non-financial public sector fi67.6% of GDP
in 2016 to less than 2% of GDP in 2021. The 201&ftDBudget provides for projected revenues of about
U.S.$14,760 million in taxes, U.S.$1,609 millionrates and contributions, U.S.$3,322 million imsfers from
public companies and the Central Bank and U.S.&3@#lion in transfers and donations of capital amkstments.
The 2017 Draft Budget provides for projected expsraf about U.S.$9,192 million in personnel, U.Q$% in the
amortization of public debt, U.S.$5,123 in consumgeods and services and U.S.$4,060 million in feassand
donations of capital. The 2017 Draft Budget allesahbout U.S.$18,876 million to the national treasector,
U.S.$5,198 million to the education sector, U.5$9, million to the health sector, U.S.$3,453 millito the
security, risks and defense sector, U.S.$1,157amillo the housing sector and U.S.$1,048 billiorthte social
welfare sector. On August 31, 2017, the Nationaehsbly approved the 2017 Draft Budget.

In the interim period, Article 107 of th€ddigo Organico de Planificacion y Finanzas Pubtidghe
“Public Planning and Finance Code”) provides that total amount of the budget for the preceding,yehich in
this case is the 2016 Budget, as initially approvedhe National Assembly was used as the provédibandget for
2017 until approval of the 2017 Budget. Article X#8&he Public Planning and Finance Code, grargdvtistry of
Economy and Finance the authority to modify anyrapgd budget in an amount of up to 15% of any aygato
allocation. The Ministry of Economy and Finance Ifael authority to modify the 2016 Budget while iswised as
the provisional budget for 2017 and until apprasathe 2017 Budget. On August 31, 2017, the Natidisgembly
approved a budget of U.S.$36.8 billion for 2017 paned to the U.S.$29.8 billion initial budget f@15.
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Public Debt

Total public external debt increased from U.S.$@®illion in 2011, which represented 12.7% of GEd,
U.S.$20.23 hillion in 2015, which represented 20@@DP. This increase in debt was primarily duéncreased
debt from bilateral lenders. Total public exterdabt was U.S.$25.68 billion as of December 31, 20&6pared to
U.S.$20.23 billion as of December 31, 2015. Totabljg external debt as of August 31, 2017 was (28§&69.4
million, an increase from U.S.$23,624.1 millionaisAugust 31, 2016 due primarily to disbursemerfitoans from
the China Development Bank, the issuance of th@ ZByshds, the 2026 Bonds, the 2023 Bonds, the 2G2S
and the Republic’s guarantee of the issuance dP#t®amazonas 2019 Notes and the PetroamazonaiNagss.

Public sector consolidated debt, including interaatl external debt of the financial and non-finahci
public sector and the external Central Bank deltrue, was U.S.$29,569.1 million as of August 3017
U.S.$24,705.4 million as of August 31, 2016, U.$,821 million as of December 31, 2016, compared to
U.S.$21,273 million as of December 31, 2015, U.8.819 million as of December 31, 2014, U.S.$13,95iflion
as of December 31, 2013, and U.S.$11,526 millioof &3ecember 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 totaht#fal debt) respectively. As of December 31, 2€i& top three
bilateral lenders to Ecuador continued to be ChBrazil and Spain, with debt levels of U.S.$5,29&#lion
(85.4% of the total bilateral debt), U.S.$295.5limnl (4.5% of the total bilateral debt) and U.S.@B4million
(2.2% of the total bilateral debt) respectivelys & December 31, 2016, the top three bilateraldem to Ecuador
were China, Brazil, and Spain, with debt levels b5.$6,974.5 million (89.5% of the total bilaterdébt),
U.S.$227.7 million (2.92% of the total bilateralbtleand U.S.$133.4 million (1.71% of the total télal debt),
respectively.

As of August 31, 2017, the top three bilateral Ensdo Ecuador were China, Brazil, and Spain, déht
levels of U.S.$ 6,716.3 million (88.7% of the tokdlateral debt), U.S.$ 190.7 million (2.5% of ttegal bilateral
debt) and U.S.$ 164.5 million (2.2% of the totdategral debt), respectively.

In 2008, Ecuador defaulted on its interest paymértshe 2012 and 2030 Bonds (as defined in “Public
Debt — Debt Obligations” herein) in the aggregate amouhtapproximately U.S.$157 million and principal
payments of approximately U.S.$3,200 million. B02 the Republic launched cash tender offers ththeers of
the 2012 and 2030 Bonds and from 2009 through ate af this Offering Circular has repurchased aotu 2012
and 2030 Bonds. As of the date hereof, the t@gtegate amount of outstanding principal on the22&id 2030
Bonds is U.S.$52.1 million, which represents 1.6%he original aggregate principal amount of th&2@nd 2030
Bonds.

In December 2005, the Republic successfully laud@reissuance of the 2015 Bonds (the “2015 Bonds”).
The use of the proceeds of the 2015 Bonds wasytddck certain of the 2012 Bonds in accordance thigr terms.
The Republic successfully repaid all principal amnédrest on the 2015 Bonds on December 15, 2015.

On June 17, 2014, the Republic successfully iséli€d$2.0 billion of Bonds due June 2024 (the “2024
Bonds”) with a coupon of 7.95% at 100% of the pasghprice. The most recent interest payment or2@2d
Bonds, which was due on June 20, 2017, was paitidyRepublic in accordance with the relevant indentThe
Republic is current on its financial obligationsden the 2024 Bonds and intends to make all paymenthey
become due and payable. The Republic used thegusmf the 2024 Bonds to finance its various raldatric
projects and other infrastructure projects contemegl in the National Development Plan.

On March 24, 2015, the Republic successfully isSugti$750 million of Bonds due March 2020 with a
coupon of 10.50% (the “Original 2020 Issuance”)180% of the purchase price. The Republic re-opghed
Original 2020 Issuance on May 19, 2015 and suagkgs$sued an additional U.S.$750 million of Boratsa price
of 107.789%, also due 2020 (together with the @abP020 Issuance, the “2020 Bonds”). The mostnmemterest
payment on the 2020 Bonds, which was due on Ma#ct2@17, was paid by the Republic in accordanch thie
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relevant indenture. The Republic is current ofitancial obligations under the 2020 Bonds andndseto make all
payments as they become due and payable. The IRepséd the proceeds of the 2020 Bonds to finésosarious
hydroelectric projects and other infrastructurggets contemplated in the National Development Plan

On July 28, 2016, the Republic successfully issUedl$1.0 billion of Bonds due 2022 with a coupon of
10.75% (the “Original 2022 Issuance”) at 100% af thurchase price. The Republic reopened the @iigia22
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 asse, the “2022 Bonds”). The most recent interagtient on
the 2022 Bonds, which was due on March 28, 2018 pad by the Republic in accordance with the \atev
indenture. The Republic is current on its finahahkligations under the 2022 Bonds and intends &kemall
payments as they become due and payable. The Reps#d the proceeds of the 2022 Bonds to finéiscearious
hydroelectric projects and other infrastructurejgmis contemplated in the National Development Pléne
Republic used the proceeds of the 2022 Bonds émd@ its various hydroelectric projects and oth&astructure
projects contemplated in the National Developmdah.PThe Republic reopened the Original 2022 isseiaon
October 16, 2017, and successfully issued an additiU.S.$378 million of bonds at a price of 113%y also due
2022, within the context of a loan with GSI. Sealiiic Debt-GSI Loan Facility” below.

On December 13, 2016, the Republic successfullyetsd).S.$750 million of Bonds due 2026 with a
coupon of 9.650% (the “Original 2026 Issuance"pat00% purchase price. The Republic reopened tiggn@l
2026 Issuance on January 13, 2017 and succesisllgd an additional U.S.$.1.0 billion of Bondsagtrice of
103.364% also due 2026 (together with the OrigkG#26 issuance, the “2026 Bonds”). The most reasierest
payment on the 2026 Bonds, which was due on JunQi¥, was paid by the Republic in accordance thith
relevant indenture. The Republic is current orfiitancial obligations under the 2026 Bonds andrids to make
all payments as they become due and payable Republic used the proceeds of the 2026 btimdk) finance
Government programs, (2) finance infrastructurgggots that have the capacity to repay the relagdd obligations
and (3) refinance an existing external debt obligabn more favorable terms. The Republic reopeghedOriginal
2026 issuance on October 16, 2017, and successfsligd an additional U.S.$41 million of bonds girime of
106.664%, also due 2026, within the context ofam lavith GSI. See “Public Debt-GSI Loan Facility'lde.

In February 2017, Petroamazonas issued two tranmhastes guaranteed by Ecuador. Under the first
tranche, Petroamazonas issued U.S.$355,225,848t85 due 2019 with a coupon of 2.000% (the “Petezaimas
2019 Notes”) pursuant to an indenture enteredbetaveen Petroamazonas, Ecuador as guarantor anglantkeof
New York Mellon as trustee. Under the second trenétetroamazonas issued U.S.$315,339,980.55 note2020
with a coupon of 4.625% (the “Petroamazonas 202€e$p pursuant to an indenture entered into between
Petroamazonas, Ecuador as guarantor, and The Hahlew York Mellon. In May 2017, the holders of the
Petroamazonas 2020 Notes sold the Petroamazon@s\ad2s to subsequent purchasers in the interrsteapital
markets.

On June 2, 2017, the Republic successfully isswed ttanches of notes. Under the first tranche, the
Republic issued U.S.$1.0 billion notes due 2028 (triginal 2023 Issuance”) with a coupon of 8.758%& 100%
purchase price. The Republic reopened the OrigiaB issuance on October 16, 2017, and succes&aligd an
additional U.S.$187 million of bonds at a price 1614.412%, also due 2023 together with the Orig2@23
Issuance, the “2023 Bonds”), within the contextadban with GSI. See “Public-Debt-GSI Loan Facilibelow.
Under the second tranche, the Republic issued U@GH#llion notes due 2027 (the “2027 Bonds”) watlsoupon of
9.625% at a 100% purchase price. The Republic treegroceeds of the 2023 Bonds and the 2027 Ban(k) t
finance Government programs, (2) finance infrastmec projects that have the capacity to repay éheted debt
obligations and (3) refinance an existing extedwddt obligation on more favorable terms.

On January 7, 2015, Ecuador entered into a memonad understanding with China Development Bank
in connection with a loan of up to U.S.$1.5 billioithe proceeds of the resulting loan of U.S.$Robilwere used
for eligible infrastructure and development pragjeat Ecuador. On the same date, Ecuador entetedain
framework agreement for future cooperation withr@hExim Bank. This agreement allows the MinistiFimance
to regularly submit priority lists of projects whid proposes to be financed by China Exim Bankhwithree years
of the date of the agreement. The initial priotity included six projects to be financed at altotast of U.S.$5.3
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billion. The rights and obligations of the partigsl be stipulated in relevant loan agreementdinance specific
projects.

Additionally, on February 26, 2015, Ecuador enteird@® a Foreign Purchase Credit Agreement with
Deutsche Bank Sociedad Andnima Espafiola. Thepoageeds of the first disbursement of the loan wsesd to
purchase radar equipment and other equipment forath 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-y8z3,$85.7 million facility agreement with the Baok
China Limited, Panama Branch (U.S.$60.0 million ogtment) and Deutsche Bank AG, Hong Kong Branch
(U.S.$25.7 million commitment). The proceeds frane first disbursement of this facility were usemt the
restoration and improvement of the Sigchos-Chugnohaind Buena Vista-Vega Rivera-Paccha-Zaruma Highwa

In January 2016-mpresa Publica de Hidrocarburos del Ecuadtietroecuador”) 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 USB$million preferential buyer credit loan agreemen
with China Exim Bank to finance the first phase Ydchay as part of the framework agreement for &utur
cooperation entered into between the parties onadgry, 2015 (See “The Ecuadorian Economy—Othetogeof
the Economy—Science and Technology”). The loae@gent has a 3% interest rate and a term of 28.year

On April 29, 2016, Ecuador entered into an eiglaryean agreement with China Development Bank for
U.S.$2 hillion as a result of the memorandum ofarstanding entered into between the parties onadany 2015,
initially considering an amount of U.S.$1.5 billionThe agreement relates to a multiparty contractracture
involving a crude oil delivery contract enteredoimtith PetroChina.

On July 15, 2016, Ecuador’s Ministry of Finance dnelInstituto de Crédito Oficia(the Official Credit
Institute of Spain), acting for Spain, entered iatdJ.S.$183.6 million credit agreement for the fficiag of the
supply of rolling stock, auxiliary vehicles, worlghtools and equipment and parts for Quito’s finstro line.

On July 28, 2016, thimstituto Ecuatoriano de Seguridad Socfde Ecuadorian Social Security Institute
or “IESS”) entered into two loans for U.S.$65.0lrail and U.S.$13.3 million, respectively, both wifreutsche
Bank, Sociedad Andnima Espafiola, as agent, vaother financial institutions, as mandated leadrayeas and
Ecuador, acting through its Ministry of Finance,gasirantor. The loans will be repaid over a ternsedfen years
and will be used to finance the construction antfiting of hospitals in the city of Guayaquil aride city of
Machala, respectively.

On September 23, 2016, Ecuador entered into a 108.#illion bilateral loan agreement with CAF to
finance costs related to damages to infrastruendehousing caused by the Pedernales Earthquake.

On October 31, 2016, the Republic entered into lvems with IDB for U.S.$160 million and U.S.$143
million, respectively. The Republic is using thegeeds of the loans to support education and epecgyams.

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

On November 17, 2016, the Republic, acting 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
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the Santa Ana Aqueduct Hydraulic Stage One Pr@sagpart of the framework agreement for future coepen
entered into between the parties on January 7,.2015

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

On December 1, 2016, Petroecuador signed a crudealel and purchase contract with PTT Trading
International Pte Ltd (“PTT International”), pursuido which Petroecuador will receive initial prgpeents of $600
million shortly after signing for crude oil to beeltdvered to PTT International during the five-ydarm of the
contract. On December 6, 2016, Petroecuador signkekl oil sale and purchase contract with Omardifica
International Ltd (“OTI"), pursuant to which Petogdor will receive an initial prepayment of U.®3million
shortly after signing for fuel oil to be deliveragl OTI during the 30-month term of the contractcomnection with
each contract, the Republic has agreed to refuntigqurchasers any amounts of the prepaymentseiaicd
surcharges for advance payment which are not oibersatisfied through the delivery of crude oilfoel oll,
respectively, or refunded by Petroecuador in a@mued with the contracts.

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

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

On December 22, 2016, Ecuador entered into a WX$Aillion loan with the World Bank for a term of
35 years to finance a project to increase the keneol of technical and technological educationalgpams in
Ecuador and strengthen the institutional managewfesuch programs.

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

On February 2, 2017, the IEES entered into a UStiflion credit agreement with Consorcio NHQ with
50% of the total amount due 30 days from the dbéxecution of the agreement and the remaining 6D%be total
amount due 24 months from the date of executiothefagreement and will be used to partially fireatize
construction and equipment of a hospital in thg @ftQuito.

On February 21, 2017, Ecuador entered into a U0Sa§ilion loan with the Japan Bank for Internatibna
Cooperation (“JBIC”) with a term of 12 years todirce an energy efficiency project related to regidewater
heating.

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

On April 1, 2017, Ecuador entered into a U.S.$78iani loan with the French Development Agency
(“AFD”) with a term of 20 years to finance certaducational projects.

On April 18, 2017, Ecuador entered into a U.S.$6iian loan with the IDB with a term of 25 years to

finance the reconstruction of electrical infrastune in areas affected by the Pedernales Earthqaakiethe
incorporation of seismic resistant infrastructur¢hie provinces of Esmeraldas, Manabi and Santoifimn
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On May 22, 2017, the IESS entered into a 7 year$4Smillion credit agreement with Deutsche Bank,
Sociedad Andénima Espafiola, Banco Santander, Sd\Banco Popular Espafiol, S.A. guaranteed by Ecuador
partially finance the construction and the purclassguipment for the IESS hospital in the city@fito.

On August 11, 2017, Ecuador entered into a U.Sréilton credit facility agreement with the French
Development Agency (“AFD”) with the principal amdudue in semi-annual installments and with the last
installment due on December 1, 2036. The proceeatlsbe used to finance the reconstruction of hogsby
Corporaciéon Financiera Nacional“CFN”") or Corporacién Nacional de Finanzas Populares y Solidarias
(“CONAFIPS™) adding earthquake resistant features @ reactivate the main productive sectors inBbeadorian
provinces most affected by the Pedernales Eartlequak

On October 2, 2017, the Latin American Reserve RURIDAR”) approved a loan of U.S.$637.8 million for
Ecuador for a term of three years with a year atgifor the payment of principal. It is expecteat the proceeds of
this loan will be used to improve Ecuador’s balanEg@ayments. As of the date of this Offering Clacuthis loan
has not been disbursed.

On July 15, 2008, Petroecuador dPetroleos de Venezuela Ecuador, S'RDVSA Ecuador”) formed a
new entity calledRefineria del Pacificgthe “RDP”) in which Petroecuador is currently tinajority shareholder
(51%) and PDVSA Ecuador is the minority sharehol(d@). RDP will develop a refinery project withet same
name to be built in the municipality of Manta, Manh&rovince, with a total nameplate capacity talbgermined.
The land rights and environmental licenses necgs$satevelop RDP have already been obtained, gmdlaminary
detailed feasibility study of the project is contpleThe total estimated investment for RDP is appmately
U.S.$13 hillion. Negotiations are ongoing to previfinancing for the project. Construction of RDRIwiot be
financed through debt. Construction has commengddtee project is scheduled to be completed by-gadr2021.

On October 25, 2016, pursuant to Article 147, G#ali3 of the 2008 Constitution, former Presidentr&or
exercised his presidential authority to issue imm@Eeting regulations and signed decree 1218 (“Det@483"),
which modifies Article 135 of the General Rulegtte Public Planning and Finance Code. Decree 1R4a8ges the
methodology that the Ministry of Finance uses tlwudate the total public debt to GDP ratio for tharpose of
establishing whether the total public debt ceilofgd0% established in Article 124 of the Public iPlmg and
Finance Code has been exceeded. Under Decreeth21jnistry of Finance will now use the Total Cohdated
Public Debt methodology set out in the Manual dblRRuFinance Statistics of the IMF (the “IMF GFS"T.he IMF
GFS, which was published in 2001, provides thatpifesentation of government financial statistinsjuding total
public debt, should be calculated on a consolidatesis rather than on an aggregate basis. Acaptdithe IMF
GFS, the consolidation methodology presents Staifir a group of units as if accounting for agdnunit. In the
context of total public debt, this means that dbbt flows between governmental units or entitiebetween the
central government and these governmental unitentties (“intra-governmental debt”) is not includén the
calculation of total public debt. In contrast, tggregation methodology, which the Ministry of Fioa used prior
to Decree 1218, does include intra-governmentat d@elthe calculation of total public debt. By clggmy the
method of calculating total public debt from an r@ggtion methodology to a consolidation methodaglddgcree
1218 effectively eliminates certain types of debtrf the calculation and, by extension, reducesitheunt of total
public debt taken into account for purposes of48&6 total public debt to GDP ceiling. For a dgstton of the
risks of any action by the Government in relationttie 40% public debt to GDP limit, seRisk Factors—Risk
Factors relating to EcuaderThe Republic may incur additional debt beyond whe¢stors may have anticipated
as a result of a change in methodology in calcatatihe public debt to GDP ratio for the purposecomplying
with a 40% limit under Ecuadorian law, which coudterially adversely affect the interests of Notdérs.”
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Selected Economic Indicators

For the Six Months

For the Year Ended December 31, Ended June 30,

2012 2013 2014 2015 2016 2016 2017
(in millions of U.S. dollars, except percentages)
The Economy
Nominal GDP 87,925 95,130 101,726 99,290 98,614 48,912 50,772
Real GDPY ..o 64,362 67,546 70,105 70,175 69,068 34,335 35,291
Real GDP growth........cccccevvenennn. 5.6% 4.9% 3.8% 0.1% -1.6% -2.9% 2.8%
For the Year Ended December 31, As of September 30,
2012 2013 2014 2015 2016 2016 2017
(in millions of U.S. dollars, except percentages)
Annual inflation...........ccoccoiiniiicene. 4.2% 2.7% 3.7% 3.4% 1.1% 1.3% -0.03%
For the Year Ended December 31, As of August 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 4,167 3,650
For the Quarter Ended
For the year ended December 31, June 30,
2012 2013 2014 2015 2016 2016 2017
(in millions of U.S. dollars)
Balance of Payment$® ©
Exports® 24,569 25,587 26,597 19,049 17,425 4,460 4,826
Imports® 24,519 26,115 26,660 -20,699 -15,858 -3,614 -4,627
Trade balanc®.............coocoocrrinriens 50 529 -64 -1,650 1,567 846 199
Services baland® .............cc.c........ -1,394 -1,420 -1,171 -805 -1,055 -260 =277
Current account surplus/deficit
of the balance of paymerfts.......... -165 923 523 2108 1.,438- 954 59
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As of June

For the Year Ended December 31, 30,
2012 2013 2014 2015 2016 2017
The Economy
Unemployment Raf8................cc.cc...... 4.12% 4.15% 3.80% 4.77% 5.20% 4.5%
For the Year Ended December 31, January 1 — June 30
2012 2013 2014 2015 2016 2016 2017

(in millions of U.S. dollars, except percentages)
Non-Financial Public Sector

Total reVENUES.........coverveeeeereeeneeeaeanns 34,570 37,260 39,032 33,581 30,314 14,437 17,238

Total expenditures .. 35,394 41,607 44,346 38,677 37,628 16,271 17,736

SUrplus/DEfiCit........cvvvereeecereesr e -824 -4,348 5,314 5,096 7,314 -1,834 813
As % of GDPY ..o 0.9 -4.6 5.2 5.1 75 3.7 0.2

General State Budget

Total FeVENUES.........covvveeeeeieeeneeearanes 19,523 20,400 20,381 20,344 18,556 8,775 9,414

Total expenditures ...........c..coeververveeenne. 21,240 25,861 26,794 24,149 24,103 10,063 11,267

SUrpluS/DEfiCit.......oevveereeeecereers e -1,717 5,461 6,413 -3,805 5,548 -1,288 -1,854
As % of GDPM ..o 2.0 5.7 6.3 3.8 5.7 2.6 3.7

Public Debt®
(in millions of U.S.$, other than percentages)
As of December 31, As of August 317
2012 2013 2014 2015 2016 2016 2017
Consolidated Total Debt...........cccc.cveeeene. 11,525.5 13,957.2 18,679.2 21,272.8 26,8%0.624,705.4° 29,569.1
Consolidated Debt to GDP Ratia............ 13.1 14.7 18.3 21.2 27.9 25.7 29.3

(1) Real GDP measures the Gross Domestic Produgtuador minus the effect of inflation. The CehBank of Ecuador uses 2007 as its
base year for all real number calculations. GDferimation is from the Central Bank Quarterly Buihefor the Second Quarter of 2017.
Percentages of GDP are calculated on the basismiial GDP.

(2) Data corresponds to freely disposable intéonat reserves. Before dollarization, Ecuador kefgrnational monetary reserves with the
aim of supporting the exchange rate of the suc@urrently, Ecuador keeps freely disposable intéonat reserves (“International
Reserves”), whose variations are explained by ti@nge in the deposits from Ecuador’s financialitnons and non-financial public
sector institutions held in the Central Bank. Begig on August 9, 2016, due to methodological liewis, figures were recalculated, due to
the existence of amounts registered in the accérnbbligations with the IMF that should be regist@ in the external indebtedness
account.

(3) Figures reflect figures from “Balance of Payn®2tables on pages 98-99.

(4) Unemployment figures based on figures fromiddet Institute of Statistics. As a percentagéhef economically active population.

(5) Debt figures in this Offering Circular aresea on information from the Ministry of Economy dfidance’s August 2017 Debt Bulletin and
reflect data for August 2017 unless otherwise iaiid.

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

(7) Debt to GDP percentages for August 2017 areutatied based on the Ministry of Economy and Fie&estimate of projected GDP,
which differs from look-back data from the CentBaink.

(8) December 2016 figures and August 2016 figinased on Ministry of Economy and Finance’s Decen2iddi6 and August 2016 Bulletin,
respectively.
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THE OFFERING

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

Terms of the Notes
Issuer:

Issue Amount:
Securities Offered:
Issue Format:

Issue Price:

Issue Date:
Maturity Date:

Interest:

Interest Payment Dates:

Terms of the Notes

Form:

Denominations:

Ranking:

Withholding Tax and

The Republic of Ecuador.

U.S.$2,500,000,000.
U.S.$2,500,000,000 principal amount of 8.875% sidiige 2027.

Rule 144A/Regulation S.

100.000% plus accrued interest, if any, from Oetd8, 2017.
October 23, 2017.

October 23, 2027.

8.875% per annum, computed on the basis of a 3gQam of twelve 30
day months.

Each April 23 and October 23 of each year, comnmgnen April 23, 2018.

The Notes will be represented in the form of glotmtes, without coupons,
registered in the nominee name of the common dgpysior Euroclear
and Clearstream for the accounts of its particgpant

Notes in definitive certificated form will not besued in exchange for the
global notes except under limited circumstances.

The Republic will issue the USD Notes only in danwations of
U.S.$200,000 and integral multiples of U.S.$1,006xcess thereof.

The Notes will be general, direct, unsecured, bosilinated and
unconditional obligations of Ecuador, will be badkey the full faith and

credit of Ecuador and will rank equally in termspofority with Ecuador’s

External Indebtedness (other than Excluded Indeletes), provided, that,
such ranking is in terms of priority only and doex require that Ecuador
make ratable payments on the Notes with paymentdenoa its other

External Indebtedness.

Unless otherwise required by law, Ecuador will make principal and
interest payments on the Notes without withholdiorgdeducting any
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Additional Amounts: present or future taxes imposed by Ecuador or ahyits political
subdivisions or taxing authorities. If Ecuadoresguired by law to deduct
or withhold taxes, except to the extent providedifo“Description of the
Notes—Additional Amounts,” Ecuador will pay the Hets of the Notes
such additional amounts as may be necessary toestisgt they receive the
same amount as they would have received without waittyholding or

deduction.
Representations and The Republic will agree to comply with, among otethe following
Covenants: covenants:
a) The Republic will obtain and maintain in full forend effect all

b)

c)

d)

Ecuadorian Authorizations necessary under the t#viscuador for

the execution and delivery of, and performance Hyy Republic

under, the Notes and the Indentwe for their validity or

enforceability, and take all necessary and appatpiGovernmental
and administrative actions in Ecuador in ordereaable to make all
payments to be made by it under the Notes anchtienture.

The Republic will ensure that at all times its ghlions under the
Notes are general, direct, unsecured, unsubordinadad

unconditional obligations of Ecuador and will becked by the full

faith and credit of Ecuador and ensure that thee®atill rank

equally in terms of priority with Ecuador’'s Extefnadebtedness
(other than Excluded Indebtedness), provided, thath ranking is
in terms of priority only and does not require ttreg Republic make
ratable payments on the Notes with payments madésoather

External Indebtedness.

The Republic will use its reasonable best effartlist and thereafter
to maintain the listing of the Notes on the Luxenmgp Stock
Exchange.

The Republic will not create or suffer to exist,p@rmit the Central
Bank to create or suffer to exist, any Lien upow ahits present or
future assets or revenues to secure or otherwiseidar for the

payment of any External Indebtedness of EcuadatherCentral

Bank unless, on or prior to the date such Lienréated or comes
into existence, the obligations of the Republicemithe Notes and
the Indenture are secured equally and ratably witth External
Indebtedness, subject to certain exceptions.

Events of Default: The Notes will contain, among others, the follogvievents of default, the
occurrence of which may result in the acceleratafnthe Republic's
obligations under the Notes prior to maturity:

a)

b)

The Republic fails, on the applicable payment diami€i) make any
payment of principal or Make-Whole Amount on thetéso(unless
such non-payment is due to an administrative dmrtieal error and
is remedied within five Business Days of the datleemv such
payment is due) or (ii) make any payment of anr@gieamount or
Additional Amount on the Notes within 30 days oétHate when
such payment is due.

The Republic fails to perform or comply with anyher obligation
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c)

d)

e)

9)

h)

)

under the Notes or under the Indenture and Ecuddes not or
cannot cure that failure within 30 days after iteiees written
notice from the Trustee or holders of at least 28%he aggregate
principal amount of the Notes then outstanding mdigg that
default.

The Republic, or a court of proper jurisdictiodeclares a
moratorium with respect to the payment of principglor interest
on, Ecuador’'s External Indebtedness (other than luBrd
Indebtedness).

The Republic fails to make any payment in respéeiny External
Indebtedness (other than Excluded Indebtednesshilmggregate
principal amount in excess of U.S.$$50,000,000téoequivalent in
any other currency) when due (as such date maytemded by
virtue of any applicable grace period or waiver).

The holders of at least 25% of the aggregateandsg principal
amount of any External Indebtedness (other than|uBrd
Indebtedness) having an aggregate principal amioumixcess of
U.S.$50,000,000 (or its equivalent in any othereny), accelerate
or declare such External Indebtedness to be duepagdble, or
required to be prepaid (other than by a reguladyreduled
prepayment), prior to its stated maturity, as ailtesf Ecuador’s
failure to pay the principal or interest on such tdfmal
Indebtedness, and such acceleration, declaratiqoreayment is
not annulled or rescinded within 30 days.

The Republic denies, repudiates or contests angsopayment
obligations under the Notes or the Indenture in camél
administrative, legislative, judicial or arbitrarqeeeding or any
constitutional provision, treaty, law, regulatiodecree, or other
official pronouncement of the Republic, or any fidacision by any
court in the Republic having jurisdiction, rendéranlawful for the
Republic to pay any amount due on the Notes ortéopm any of
its obligations under the Notes or the Indenture.

The Republic fails to maintain its membershiphia tMF or ceases
to be eligible to use the resources of the IMF.

The Republic fails to maintain its membershipanits eligibility to
use the general resources or equivalent of, aryAdf, FLAR and
IDB.

There shall have been entered against the Repoblice Central
Bank in a matter related to External Indebtednestbe( than
Excluded Indebtedness) a final judgment, decremaer by a court
of competent jurisdiction from which no appeal nimymade, or is
made within the time limit for doing so, for theypaent of money
in excess of U.S.$50,000,000 (or its equivalerdarinther currency)
and 120 days shall have passed since the entrpyoSiach order
without Ecuador having satisfied such judgment.

There shall be made against the Republic or thér@leBank in a
matter related to External Indebtedness (other tRacluded
Indebtedness) an arbitral award by a tribunal ofnpetent
jurisdiction from which no appeal or application d@otribunal or
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Use of Proceeds:

Collective Action Clauses:

Transfer Restrictions:

Listing:

Absence of a Public Market
for the Notes:

court of competent jurisdiction to set aside mayrtagle, or is made
within the time limit for doing so, for the paymeat money in
excess of U.S.$50,000,000 (or its equivalent inttegrocurrency)
and 120 days shall have passed since the makiagyofuch award
without the Republic having satisfied the award.

The Republic will use the proceeds of the Notesdnordance with the
limitations of the Public Planning and Finance Gatefurther described in
“Use of Proceeds.”

The Notes will contain provisions, commonly knoas “collective action
clauses,” regarding acceleration of the Notes aotng on future
amendments, modifications and waivers to the temnasconditions of the
Notes. These provisions, which are described m ghctions entitled
“Description of the Notes—Events of Default” and e§gription of the
Notes—Modifications—Collective Action,” differ fronthose applicable to
certain of the Republic's outstanding External btddness (as defined
herein). Under such provisions, the Republic nfay:amend the payment
provisions of the Notes and certain other resematers with the consent of
the holders of 75% of the aggregate amount of thistanding Series of
Notes and other non-reserved matters with the obre$ethe holders of 66
%% of the aggregate amount of the Notes; (b) malserved matter
modifications affecting two or more series of dedaicurities with the
consent of (x) holders of at least?8% of the aggregate principal amount
of the outstanding debt securities of all series Would be affected by that
reserved matter modification (taken in aggregabe) @) holders of more
than 50% of the aggregate principal amount of tiiéstanding debt
securities of each affected series (taken indivigyaor (c) make reserved
matter modifications affecting two or more seriégdebt securities with the
consent of holders of at least 75% of the aggregateipal amount of the
outstanding debt securities of all affected seffieken in aggregate),
provided that the Uniformly Applicable conditionsatisfied, as more fully
described in “Description of the Notes—ModificatserCollective
Action.”

The Notes have not been and will not be registerater the Securities
Act, and will be subject to restrictions on tramafglity and resale. See
“Transfer Restrictions.”

Application has been made to list the Notes on ltheembourg Stock
Exchange and to have the Notes admitted to tradmghe Euro MTF
Market.

The Notes will be a new issue of securities, anetehis currently no
established market for the Notes. The Republictardnitial Purchasers
cannot provide any assurances that a liquid maidethe Notes will

develop. The Initial Purchasers have advised tepuBlic that they
currently intend to make a market in the Notes. weleer, they are not
obligated to do so, and any market-making with eespo the Notes may
be discontinued without notice.
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Trustee, Registrar and
Transfer Agent:

London Paying Agent:

Luxembourg Listing Agent,
Transfer Agent and

Luxembourg Paying Agent:

Governing Law:

Submission to Arbitration:

The Bank of New York Mellon.

The Bank of New York Mellon, London Branch.

The Bank of New York Mellon SA/NV, Luxembourg Brdmc

The Notes will be governed by the laws of the Stitslew York, except
for the terms concerning submissions to arbitratitich will be governed
by English law.

(a) Any dispute, controversy or claim of any naturesiag out of,
relating to or having any connection with the Intdea, including
any dispute as to the existence, validity, intdgiren, performance,
breach, termination or consequences of the nufitthe Indenture,
where the Republic is either a party, claimant,poeslent or
otherwise is necessary thereto, will not be retetoea court of any
jurisdiction and will instead be referred to andafly resolved by
arbitration under the LCIA Rules as at presentoicd as modified
by the Indenture which LCIA Rules are deemed tanlserporated
by reference. The provisions in the LCIA Rules rdgay an
Emergency Arbitrator shall not apply. In particula

(i) There will be three arbitrators.

(i) Each arbitrator will be an English or New York dfiat
lawyer of at least 15 years’ standing with expezéem relation
to international banking or capital markets disputét least
one of those arbitrators will be a lawyer qualifiedNew York.

(i) If there are two parties to the Dispute, each pavily be
entitted to nominate one arbitrator. If there arailtiple
claimants and/or multiple respondents, all claireaarid/or all
respondents will attempt to agree upon their rdsmec
nomination(s) such that the claimants will togetherentitled
to nominate one arbitrator and the respondentstegkther be
entitted to nominate one arbitrator. If any sucarty or
multiple parties fail to nominate an arbitrator it thirty (30)
days from and including the date of receipt of teéevant
request for arbitration, an arbitrator will be ajyted on their
behalf by the LCIA Court in accordance with the BCRules
and applying the criteria at clause (i) above. s$och
circumstances, any existing nomination or confiromabf the
arbitrator chosen by the party or parties on tiermside of the
proposed arbitration will be unaffected, and thenaming
arbitrator(s) will be appointed in accordance witte LCIA
Rules.

(b) The third arbitrator and chairman of the arbitnabunal will be
appointed by the LCIA Court in accordance with th@A Rules
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Scope of Sovereign Immunity:

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 Bbgglish. The
arbitration provisions of the Indenture will be gomed by English
law.

(e) Without prejudice to any other mode of servicealid by law, the
Republic thereby appoints Law Debenture Corporagevi€es
Limited as its agent under the Indenture for serw€ process in
relation to any proceedings before the English tsour relation to
any arbitration contemplated by the Indenture orretation to
recognition or enforcement of any such arbitral ralabtained in
accordance with the Indenture.

If the Process Agent is unable to act as the Repsildgent under the
Indenture for the service of process, the Republist immediately (and
in any event within ten days of the event takingicp) appoint a
Replacement Agent on terms acceptable to the Buste

The Republic agrees that failure by the ProcessiAge as applicable, a
Replacement Agent, to notify the Republic of theocpss will not
invalidate the proceedings concerned.

Any Dispute between the Trustee and any holderkotders only and
where the Republic is not a party, claimant, regeamh or otherwise is
necessary thereto, will be subject to the non-eketujurisdiction of any
New York state or United States federal courtrgittin the Borough of
Manhattan, the City of New York, and any appellateirt from any
thereof, in any action or proceeding arising outoofrelating to the
Indenture (except actions or proceedings arisindeuror in connection
with U.S. federal and state securities laws), &edlrustee and the holders
will irrevocably submit to such jurisdiction andrag that all claims in
respect of such Dispute may be heard and determiinsdch New York
state or United States federal court.

The execution and delivery of the Indenture by Republic constitutes,
and the Republic’s performance of and compliandk s obligations will
constitute, an act of commercial public credit es/jgled under the laws of
the Republic. To the extent permitted by law, trepdiblic will irrevocably
and unconditionally agree that:

(a) the Republic submits to the jurisdiction of any &darian court and
to any legal process in the Republic’s courts (othan attachment
proceedings prior to recognition or enforcement aof arbitral
award), in connection with the enforcement of ahiteal award
obtained in accordance with the Indenture, excébt ngspect to the
Immune Property, which shall be entitled to immunirom
enforcement in accordance with mandatory provisairthe laws of
Ecuador;

(b) the Republic submits to the jurisdiction of any rtoautside the
Republic and to any legal process, orders or atfesrsures in courts
outside the Republic, whether through service dicapattachment
in aid of execution, execution against propertamy sort, actions in
rem or the grant of injunctions or specific perfamoe, in
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connection with the enforcement of an arbitral alvabtained in
accordance with the Indenture, except with respet¢he Immune
Property, which shall be immune to the fullest exte

(c) the Republic undertakes not to invoke any defemséhe basis of
any kind of immunity, for itself and/or its assetdich do not
constitute Immune Property in respect of any offdregoing legal
actions or proceedings; and

(d) the Republic submits to the jurisdiction of the HEstg courts in
connection with any proceeding invoking the supsany
jurisdiction of those courts in relation to an &wddion conducted
pursuant to the Indenture.

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

The Republic irrevocably waives, to the fullestemttpermitted by law,
any requirement or provision of law that requires posting of a bond or
other security as a condition to the institutiomggecution or completion of
any action or proceeding.

An arbitral award obtained in accordance with tindehture will be
conclusive and may be enforced in any jurisdictioaccordance with the
New York Convention or in any other manner providtadby law.

“Immune Property,” in accordance with the provisioof the law of
Ecuador, means:

(a) any property which is used or designated for ugbenperformance
of the functions of the diplomatic mission of Ecaadr its consular
posts;

(b) aircraft, naval vessels and other property of atanyl character or
used or designated for use in the performance ld@anyi functions;

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

(d) unexploited natural non-renewable resources in daa
(e) funds managed in the national Treasury Account;

(H assets and resources comprising available monetmgrves of
Ecuador;

(g) public domain assets used for providing public isess/in Ecuador;

(h) national assets located in the territory of Ecuaaiudt belonging to
the Republic, such as streets, bridges, roadsyesjubeaches, sea
and land located over 4,500 meters above sea level;

(i) accounts of the Central Bank, whether they are faddcbad or
locally; and

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

“New York Convention” means the New York Conventian the
Recognition and Enforcement of Arbitral Awards 1958
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Further Issues:

The Republic may, from time to time, without thensent of the holders of
the Notes, create and issue additional notes hatiagsame terms and
conditions as the Notes in all respects (or inredipects except for the
amount of the first interest payment and the iggice) provided that:

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

(b) such additional notes do not have, for purposed).&. federal
income taxation, a greater amount of original issiseount than the
outstanding Notes have as of the date of the isaach additional

notes (regardless of whether any holders of sudbd\are subject to
U.S. federal income taxation).
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RISK FACTORS

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

Risk Factors Relating to the Notes

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

The Notes will not have any established tradingketawhen issued, and there can be no assurancarthat
active trading market for the Notes will develop, b one does develop, that it will be maintainéfdan active
trading market for the Notes does not develop aroismaintained, investors may not be able totkelr Notes
easily or at prices that will provide them with &lgg comparable to similar investments that hawgewgeloped
secondary market, and the market or trading pnckl@guidity of the Notes may be adversely affectBden if a
trading market for the Notes develops, the Notey trede at a discount to their initial offering ¢g&#j depending
upon prevailing interest rates, the market for lsimsecurities, general economic conditions, arel fthancial
condition of Ecuador. Although application has besade to list the Notes on the Official List of thexembourg
Stock Exchange, and to have the Notes admittechding on the Euro MTF Market, there can be norasse that
such application will be accepted or that an actreeling market will develop. llliquidity may hawe material
adverse effect on the market value of the Notes.

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

Ecuador has been advised by the Initial Purchdkatst intends to make a market in the Notes butat
obligated to do so, and in the event that it dagstamay discontinue market making at any timehwaitt notice.
Application has been made to list the Notes onQffieial List of the Luxembourg Stock Exchange anchave the
Notes admitted to trading on the Euro MTF Markeb. &6surance can be given as to the liquidity oftthéing
market for the Notes. The price at which the Neotgistrade in the secondary market is uncertain.

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

The Notes will contain provisions, commonly knoas “collective action clauses,” regarding accelenat
of the Notes and voting on future amendments, rneadibns and waivers to the terms and conditionthefNotes.
Under these provisions, which are described ins#ations entitled “Description of the Notes—Evenit®efault”
and “Description of the Notes—Modifications—Collieet Action” Ecuador may: (a) amend the payment jsions
of the Notes and certain other reserved matters tivét consent of the holders of 75% of the aggeegatount of the
outstanding Notes and other non-reserved mattéhstivé consent of the holders of 866 of the aggregate amount of
the outstanding Notes; (b) make reserved matteifioaiions affecting two or more series of debtwsdes with the
consent of (x) holders of at least’8% of the aggregate principal amount of the outstandebt securities of all
series that would be affected by that reservedamatbdification (taken in aggregate) and (y) haldgrmore than
50% of the aggregate principal amount of the ontitey debt securities of each affected series iftakaividually);
or (c) make reserved matter modifications affectimg or more series of debt securities with theseor of holders
of at least 75% of the aggregate principal amotiih® outstanding debt securities of all affectedes (taken in
aggregate), provided that the Uniformly Applicabtedition is satisfied.

Recent federal court decisions in the United Statesite uncertainty regarding the meaning of ragkin
provisions and could potentially reduce or hindee tability of sovereign issuers to restructure thmiblic sector
debt.

In litigation in federal courts in New York captied NML Capital, Ltd. v. Republic of Argentina, theS.
Court of Appeals for the Second Circuit ruled ongast 23, 2013 that the ranking clause (which inetlcatable
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payment language) in certain defaulted notes isfiyedrgentina, prevents Argentina from making pagtsen
respect of new performing notes that it issuedxchange for the defaulted notes in a restructuringvhich a
certain minority of holders elected not to partatgy unless it makgwo rata payments in respect of the defaulted
notes that ranlpari passuwith new notes. The defaulted notes in this alidenot contain the “collective action
clauses” referred to in the preceding risk factdrhile the U.S. Court of Appeals for the Secondc@i's decision
was narrowly tailored to the facts of the caseludiog the conduct of Argentina and the specifiaditog of the
pari passuclause in the defaulted notes, the implication ftbia case is that it may be more difficult for soeign
debtors to restructure their debts.

On February 18, 2014, the Republic of Argentitedfia petition in the U.S. Supreme Court seekingere
of the Second Circuit's August 2013 ruling. On dut6, 2014, the U.S. Supreme Court denied the Hepofb
Argentina’s petition for review, thereby lettingastl the Second Circuit's August 2013 ruling. Oty B2, 2014,
the U.S. District Court for the Southern Distri€tNew York enforced the ruling and barred the inédional trustee
from making a U.S.$539 million payment to bondheotdef the new performing notes that Argentina idsire
exchange for the defaulted notes. On the same daeU.S. District Court ordered Argentina to umge
continuous mediation and settlement talks with addf the defaulted notes.

On June 16, 2014, the U.S. Supreme Court issuexpiaion in a related case, ruling that the Repubfic
Argentina is not immune from complying with a judgm creditor’s discovery demands seeking infornmagibout
its assets outside the United States. On AudysPd14, the U.S. District Court for Nevada gramt®dL Capital,
Ltd’s motion to compel discovery of information exding Argentine assets in the United States.

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

On December 10, 2015, Mauricio Macri became tive preesident of Argentina. Under his administration
Argentina negotiated and reached settlements wittoap of holdout creditors for U.S.$1.35 billion Bebruary 2,
2016, and a group of six other holdout creditorsdds.$1.1 billion on February 18, 2016. On Febyukd, 2016,
the U.S. District Court lifted its ban on paymendscreditors on the condition that Argentina repwed laws
enacted for the purpose of blocking agreements alldout creditors and agree to pay remaining hakldy a
certain date. Argentina’s congress repealed tloeldws on March 31, 2016. The U.S. Court of Appdat the
Second Circuit voted to confirm the lifting of than on April 13, 2016. Argentina proceeded witlsade of
U.S.$16.5 hillion in sovereign bonds on April 1918.

On December 22, 2016, the U.S. District Court fer Southern District of New York issued an opinion
dismissing claims by certain institutional investdhat had not participated in the February 20lflesgents,
rejecting their claims based upon the breach op#repassu clause and any claims that accruedeut§the six-
year statute of limitations. In this new decisitmg U.S. District Court held that Argentina’s payrteeto creditors
who participated in the settlement were not a viataof the rights of the non-settling investorBhe U.S. District
Court also found that even if the pari passu clehm@ been breached, monetary damages would bedbasre
duplicative of the damages from failure to pay, ad injunction would be granted only in extraordina
circumstances. The December 22, 2016 decisioméytS. District Court appears to limit the appima of the
prior rulings in the litigation relating to the @efited notes, although it is difficult to predichat impact, if any, the
December 22, 2016 decision will have on soveresgners such as Ecuador.

Despite the above recent developments and setttemgeeements between the Republic of Argentina and
its creditors, Ecuador cannot predict what impetny, the above U.S. court rulings will have avereign issuers
such as Ecuador.

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

The Notes issued pursuant to this offer will notrégistered under the Securities Act and, therefory
not be offered or sold in the United States expepsuant to an exemption from the registration ireguents of the

32



Securities Act and applicable U.S. state securities. Offers and sales of the Notes may alsaibgst to transfer
restrictions in other jurisdictions. You shouldnsalt your financial or legal advisors for advicencerning
applicable transfer restrictions with respect ® Motes.

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

Credit ratings are an assessment by rating agemtiéscuador’s ability to pay its debts when due.
Consequently, real or anticipated changes in Eatmdoedit ratings will generally affect the marketlue of the
Notes. These credit ratings may not reflect themal impact of risks relating to structure or keting of the
Notes. Credit ratings are not a recommendatidouto sell or hold any security, and may be revisedithdrawn
at any time by the issuing organization. Each egenrating should be evaluated independently of ather
agency’s rating.

The effects of the United Kingdom’s vote to exiinfithe European Union and its impact on the economy
and fiscal conditions of Ecuador and the tradingries of the Notes are uncertain.

On June 23, 2016, the United Kingdom voted by goritg in favor of the United Kingdom leaving the
European Union at a referendum on the United Kingdanembership of the European Union, following ethihe
United Kingdom notified the European Union of itdeintion to withdraw from the European Union onN&rch
2017 (the "Article 50(2) Notification"). As of thaate of this Offering Circular, negotiations haxenmenced to
determine the terms of the United Kingdom’s witlvahfrom the European Union. Once satisfactory pesg has
been made in relation to the terms of the withdtamegotiations are expected to commence to daterthie future
terms of the United Kingdom’s relationship with tBeropean Union, including the terms of trade betwéhe
United Kingdom and the European Union. The resfitthe United Kingdom'’s referendum and the Artiblg(2)
Notification have caused, and are anticipated tdicae causing, significant new uncertainties aoldtlity in the
global financial markets, which may affect Ecuadod the trading market of the Notes, though expartthe
United Kingdom only represented 0.8% of Ecuadorigoets for 2016. These uncertainties could haveaterial
adverse effect on the global economy and Ecua@mosomy, fiscal condition or prospects. It is eaclat this
stage what the impact of the United Kingdom'’s deparfrom the European Union will ultimately be the global
economy, including Ecuador, or the trading markéhe Notes.

Risk Factors Relating to Ecuador

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

In 2009, Ecuador defaulted on its interest paymértshe 2012 and 2030 Bonds (as defined in “Public
Debt—Debt Obligations” herein) in the aggregate amoof approximately U.S.$157 million and principal
payments of approximately U.S.$3,200 million. T2 and 2030 Bonds were originally issued in exgkaior
prior debt offerings of the Republic in order tdemnd the maturity dates of those prior obligatiofifiese defaults
followed the publication of a report in 2008 by t@emmission of Integral Audit of Public Credit ("0&"), a
committee composed of representatives from botlEthmdorian Government and private sector organimand
members of civil society. CAIC reviewed Ecuadatebt obligations from 1976 to 2006 and in its répoade a
number of findings regarding the legitimacy of Edaigs debt obligations (including the 2012 and 2@88Mds), in
particular relating to concerns involving the pataissumption of private debt, appropriate authtoma, sovereign
immunity, and the relevant economic terms of thbt dibligations incurred. After the default, whiokcurred
during the first term of former President Correatdninistration, Ecuador offered to repurchase 022and 2030
Bonds at a discount to their par value. Holdespoaded to this offer by tendering substantiallypathe 2012 and
2030 Bonds. Although some holders continue to tiedddefaulted 2012 and 2030 Bonds, Ecuador hagssfally
repurchased additional 2012 and 2030 Bonds fronairgéng holders from 2009 onwards. For more infdiamg
see “Public Debt—Debt Obligations—2012 and 2030d3oand tender offer.” Ecuador has remained cumeiits
obligation to its other series of sovereign bondduding the 2020 Bonds and 2024 Bonds (as defimégublic
Debt—Debt Obligations” herein), as well as on iteep debt obligations as further described in “Rublebt—
External Debt.” To date, no judgments have besned against the Republic with respect to the 2012030
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Bonds and none are pending. Proceedings haveidmesrd against the Republic in two cases. Sed ‘IRistors—
Risks Factors Relating to EcuadoEeuador is involved in a number of legal proceediagd disputes that could
result in losses to Ecuador as well as a decreadereign investmerit There is a risk that other holders, other than
the holders described in “Public Debt—Debt Obligat — 2012 and 2030 Bonds and tender offer,” oehe
defaulted bonds may institute proceedings agamesRepublic and may seek to enforce any judgméitsned by
seeking to attach assets of the Republic. Anyoadby the holders of the 2012 and 2030 Bonds, 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 Bondkingasimilar pari passuarguments as the holders in NML
Capital, Ltd. v. Republic of Argentina (see “Ris&dtors—Risk Factors Relating to the NotdRecent federal court
decisions in New York create uncertainty regardimg meaning of ranking provisions and could potlytireduce
or hinder the ability of sovereign issuers to rasture their public sector deftor any further defaults by Ecuador
of its sovereign debt obligations, could materiatversely affect the market value of the Notes taedability of
the Republic to make principal and interest payméee of the risk of attachment.

Ecuador’s history has been characterized by instihal instability.

Between 1997 and 2007, Ecuador has had eight presijdand three of them were overthrown during
periods of political unrest: Abdala Bucaram in 199&mil Mahuad in 2000, and Lucio Gutiérrez in 208Bce
2007, Ecuador has experienced political stabitiéytsg with former President Correa’s Alianza PAI&ty having
won five consecutive National Assembly electiorrs] gormer President Correa having won re-electioR(13.

On February 19, 2017, a presidential election (.7 Election”) was held with eight candidates to
replace former President Rafael Correa after heelsded for two consecutive periods. Lenin Morehdormer
President Correa’s Alianza PAIS came in first vBth36% of the vote and Guillermo Lasso of the CRESUMA
party, came in second with 28.09% of the vote. Agressional election was also held on February@2y with
Alianza PAIS preserving control of the legislatagsembly by winning the majority of seats with @ats, CREO-
SUMA with 28 seats and PSC with 15 seats, respaytivSince no candidate gained an outright victdr$0% of
the vote or at least 40% of the vote with an adddl ten points of advantage over the candidased@ond place for
the presidential election, a run-off election betwdPresident Moreno and Mr. Lasso was held on Apr2017.
President Moreno was elected with 51.16% of the.vihe CNE declared President Moreno president elec
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
President Moreno as the winner of the run-off ébectvith 51.16% of the votes. President Moreno amsiithe post
of President of Ecuador on May 24, 2017 with JdBigs as Vice President for a four-year term. Afiter election,
President Moreno stated, in light of Ecuador’s ecoit climate, that Ecuador’s priority is to pusih é@onomic and
social development through generating employmenuiakty and social justice, eradicating extremegpty and
reducing inequality while maintaining dollarization

Pursuant to Article 149 of the 2008 Constitutithre Vice President performs all functions assigioelaim
by the President. On August 3, 2017, President Mmorggned Decree 100 to withdraw all functions fmesty
assigned to the Vice President on May 24, 2017 ubderee 9 arguing lack of understanding of thetipal
agenda. As part of the revocation of functionsgiesi to the Vice President under Decree 9, Ded8admoves
the Vice President as member and official in chanfghe Sectorial Council of Production, withdrals duties to
coordinate the execution of policies and projeéthe productive sector as developed by ministsesretariats and
other member entities of the Sectorial Council@d@ction and removes the Vice President as mearigbchair of
the Committee for Reconstruction and ProductiveoRery in the zones affected by the Pedernales &isalte.
Additionally, Decree 100 removes the Vice Presigenmember of the Advisory Council Executive Conteeitand
also repeals all norms of equal or lower prioribyat presidential decree assigning functions topib& of Vice
President. Otherwise, Jorge Glas retained the pbstice President. The Vice President has beenestlip
investigation for allegedly accepting bribes frondeBrecht, a Brazilian conglomerate consisting ekwdiified
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businesses in the fields of engineering, constincithemicals and petrochemicals. Odebrecht hagtadras part
of its plea agreement with the U.S. Departmentustide that it made and caused to be made moreUB&33.5
million in corrupt payments to government officialsEcuador and intermediaries working on theirdiebetween
2007 and 2016. On September 28, 2017, Ecuadortan&y General presented charges related to albegatf
corruption in Ecuador involving Odebrecht. The desr were presented to Ecuador’s highest courtN#tmnal
Court of Justice and included the Vice Presidemiprag others. The National Court of Justice decthatlthe Vice
President is not allowed to leave Ecuador. On @rt@h 2017, the National Court of Justice decreedpreventive
detention of the Vice President and ordered a &e@dzis bank accounts. On October 4, 2017, Pnesidereno
appointed the Minister of Urban and Housing Dewvelept, Maria Alejandra Vicufia Mufioz, as interim Vice
President. On October 16, 2017, the Vice Presifiledt for recusal of the judge overseeing the itigagion which
led to the postponement of the conclusion of tlvestigation until the motion for recusal has bezsolved.

For more information on presidential term limitees'The Republic of Ecuador—Form of Government.”
A return to an unstable political environment cosighificantly affect Ecuador’'s economy and Ecu&lability to
perform its obligations under the Notes.

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

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

* interest rates in the United States and financakets outside Ecuador;
» changes in economic or tax policies in Ecuador;
» the imposition of trade barriers by Ecuador’s trpddners;

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

» the ability of Ecuador to effect key economic refst including its economic strategy to re-balamee t
economy by increasing the percentage of GDP reptesddy the non-petroleum economy. For more
information, see “The Ecuadorian Economy—Strat&gctors of the Economy—Oil Sector”;

» political and saocial tensions in Ecuador;
» the prices of commadities, including oil;

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

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

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

Ecuador’'s economy remains vulnerable to externaiclsh including the negative global economic
consequences that occurred as a result of the 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
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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 grefgree of risk than investment in more mature
market economies because the economies in theopavglworld are more susceptible to destabilizatesulting
from domestic and international developments. @Ga@lye investment in emerging markets is only Soligafor
sophisticated investors who appreciate the sigmifie of the risks involved in, and are familiarhwiinvesting in
emerging markets.

A significant decline in the economic growth of anfyEcuador’s major trading partners could adversel
affect Ecuador’s economic growth. In addition, heminternational investors’ reactions to the evemgturring in
one emerging market country sometimes appear tmisnate a “contagion” effect, in which an entiegjion or
class of investment is disfavored by internatiomalestors, Ecuador could be adversely affected égative
economic or financial developments in other emeygirarket countries or in Latin America generallyrtRermore,
Ecuador's policies towards bilateral investmenaties, as further described in “The Republic of d&tmr —
Memberships in International Organizations and rirgBonal Relations — Treaties and Other Bilateral
Relationships”, could impact foreign direct investminto Ecuador and Ecuador's trading relatiorsship

There can be no assurance that any crises suchoas tlescribed above or similar events will not
negatively affect investor confidence in emergingrkets or the economies of the principal countitegatin
America, including Ecuador. In addition, there daam no assurance that these events will not adyeedtct
Ecuador’s economy, its ability to raise capitathie external debt markets in the future or itsighib service its
public debt.

A significant increase in interest rates in theeimmational financial markets could have a mateadlerse
effect on the economies of Ecuador’'s trading pasnand adversely affect Ecuador's economic growttd a
Ecuador’s ability to make payments on its outstaggiublic debt, including the Notes.

If interest rates outside Ecuador increase sigmfiy, Ecuador’s trading partners, in particulauld find
it more difficult and expensive to borrow capitaldarefinance their existing debt. These increasstisccould in
turn adversely affect economic growth in those ¢oes Decreased growth on the part of Ecuadosesirig
partners could have a material adverse effect enmnthrkets for Ecuador’s exports and, in turn, asklgraffect
Ecuador’s economy. An increase in interest ratesldvalso increase Ecuador’s debt service requirésnerith
respect to Ecuador’s debt obligations that aconterést at floating rates. As a result, Ecuadobititya to make
payments on its outstanding public debt generaibtuding the Notes, would be adversely affected.

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

The economy of Ecuador and the Republic’'s budgehehly dependent on petroleum revenues. In 2016,
17.8%of Ecuador’s non-financial public sector revenuesenderived from petroleum and petroleum-relatedga
and royalties. For example, in response to theirdeah revenue attributable to the fall in the primf oil in 2016,
Ecuador reduced its budget from U.S.$34.1 billior2015 to U.S.$29.8 billion in 2016. For more imhation, see
“Public Sector FinancesNon-Financial Public Sector Revenues and Experafitur In the event the price of oil
was to decrease from its average levels of appately U.S.$42.9 per barrel as of July 31, 2017,a8ou's
revenues from oil could significantly decline. Te&ean be no assurance that Government revenueggtoleum
exports will not experience significant fluctuatsoas a result of changes in the international [@eino market.
Concerns with respect to the current global reoassveakness of the world economy, terrorism, mavihatility
and certain geopolitical developments, such agigalliinstability in the Middle East and Venezuetaay have a
potentially adverse effect on the petroleum maalsed whole.

In addition, in 2016, 80.3% of Ecuador’s petrolearports by destination were to three countriese- th

United States (51.8%), Chile (16.2%), and Peru3@. Worsening economic conditions in any of thesentries
could have a significant impact on Ecuador’s reesnuom oil and overall economic activity.
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Further, operating difficulties in certain oil fold, lower production budgets, and the outages had t
overhaul of Ecuador’s largest refinery, the EsntzsiRefinery (see “The Ecuadorian Economy—Strat8gitors
of the Economy—OQil Sector”), have led to unevenderoil and petroleum derivatives production over ltst few
years. While Ecuador expects to increase produdtioough the development of new fields, in patécdihe ITT
fields which became operational in September 2GB#& (The Ecuadorian Economy—Strategic Sectors @f th
Economy—Oil Sector”) and has completed the overlvhuhe Esmeraldas Refinery, future political oppos,
budget adjustments that affect investments in wglagation, natural disasters such as earthquakesurther
outages could result in a decline of overall pragmc Accordingly, any sustained period of declineapacity, if
exacerbated by a decline in oil production, couddessely affect the Republic’'s fiscal accounts &rtdrnational
Reserves.

Organization of the Petroleum Exporting Countrigd®REC”) members have historically entered into
agreements to reduce their production of crudeQiich agreements have sometimes increased glaloie ail
prices by decreasing the global supply of crude Sihce 1998, OPEC’s production quotas have cantibto
substantial increases in international crude adgs. Beginning with the 160th Meeting of the Coafece of OPEC,
convened on December 14, 2011 in Vienna, Austithé present, OPEC decided to maintain a produétiel of
30.0 mbpd, including production from Libya, andosdgreed that OPEC member countries would, if isacgstake
steps (including voluntary downward adjustmenteudput) to ensure market balance and reasonalde lesrels. In
the 17 Meeting of the Conference of OPEC, held in Vienfastria, on November 30, 2016, the Conference,
emphasizing its commitment to stable markets, niutiarests of producing nations, the efficientpreamic and
secure supply to consumers, and a fair return wested capital, agreed to reduce its productioafdproximately
1.2 mbpd to bring its ceiling to 32.5 mbpd, effeetdanuary 1, 2017.

In connection with the November 30, 2016 OPEC ageze (the “OPEC Agreement”) to reduce aggregate
production by approximately 1.2 mbpd, Ecuador agjteereduce its daily production quota for a sixathoperiod
starting on January 1, 2017. As a result, for Jand@ebruary, March, April and May of 2017, Ecuadeduced its
daily production quota by 18,000 bpd, 19,000 b&j0Q0 bpd, 20,506 bdp and 20,004 bpd, respectifely.June
2017, Ecuador projects that its daily productiomtquwill be reduced by 20,000 bpd. On May 25, 2@ayador
agreed to extend its production adjustments fortaér nine-month period beginning July 1, 2017.

Any reduction in Ecuador’s crude oil production export activities that could occur as a resulthsf t
foregoing changes in OPEC’s production quotas deeline in the prices of crude oil and refined pletnm
products for a substantial period of time may mallgradversely affect Ecuador’s revenues and #réopmance of
its economy.

In addition to the effects of the volatility of tled market, the National Assembly has passed sélaws
that have altered the Republic’s budget and thebkshed budgetary agenda and resulted in higtritde Certain
assumptions regarding the levels of futaileprices are contained in the budgetary procasisiathePlan Nacional
para el Buen Vivir(the “National Development Plan”). Anticipatedveaues contained in the budget could be
lower if these assumptions about oil prices areagotirate. In January 2015, in response to thiendeaf oil prices
in the last quarter of 2014, Ecuador reduced itsb20udget by U.S.$1.4 billion and again by U.S.$&tilion in
August 2015, resulting in a modified budget of $&lL.1 billion for 2015. On March 2016, the Minister of
Finance announced that the 2016 Budget would beceetlby U.S.$800 million. On August 7, 2017, Prestd
Moreno presented the 2017 Draft Budget for Natiohséembly approval. On August 31, 2017, the Nationa
Assembly approved the 2017 Draft Budget. For moferimation see “Public Sector Finances - 2015 anit62
Budget.” After the election, President Moreno etiatin light of Ecuador’s economic climate, thatu&dor’s
priority is to push for economic and social devet@mt through generating employment, equality amihsqustice,
eradicating extreme poverty and reducing inequaltijle maintaining dollarization. Ecuador may neéedalance
its social and employment goals given its budgetanstraints.
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Commodity prices are volatile, and a significantcldee in commodity prices could adversely affect
Ecuador’'s economy and its ability to perform itdigdtions under the Notes

In addition to petroleum prices, see “Risk FactoRisk Factors Relating to EcuadoA-Aumber of factors
have impacted on and may continue to impact onnie® and the performance of the econbriEgcuador’s
economy is exposed to other commodity price vatgtiespecially with regard to bananas and shrwtpch made
up approximately 17.2% and 16.0% of Ecuador’s tetgorts for the first seven months of 2017, respely. A
significant drop in the price of certain commoditisuch as bananas or shrimp, would adverselyt dfacador’s
economy and could affect Ecuador’s ability to perfats obligations under the Notes.

Damage caused by the Pedernales Earthquake mayd@ngeuador’'s ability to export goods and the
associated reconstruction costs may affect itdtghid perform its obligations under the Notes.

On April 16, 2016, the Pedernales Earthquake, am@&gnitude earthquake struck the northern coast of
Ecuador. The Pedernales Earthquake and its afictkshcaused severe damage to Ecuador’s infrasteuct the
region, including its roads and ports. On October2017, the Committee for Reconstruction and Retidel
Recovery presented a report to President Morenehnastiates that as of September 15, 2017, the detadjned
budget to reconstruct the infrastructure damagethéyPedernales Earthquake is approximately U.8%$2billion
out of which U.S.$1.419 billion have already beeseditowards reconstruction efforts. An additionab%1.773
billion are expected to be assigned to the budgetefconstruction efforts. The damage to Ecuadaftastructure
may have an adverse impact on the Ecuadorian egoand) in particular, on export businesses thatatpen the
affected areas. A study conducted by SENPLADE&QMNNd various ministries revealed that, withokinig into
account the cost of reconstruction, the damage ftoenearthquake had an impact of -0.7% on the graft
Ecuador's GDP in 2016. In addition, the increasegdnfor funds to finance reconstruction of infrasture
damaged in the Pedernales Earthquake may havevansadmpact on Ecuador’s ability to perform itdigdtions
under the Notes.

Ecuador is a sovereign state and has not waivesbitgreign immunity to the fullest extent permittader
the United States Foreign Sovereign ImmunitiesoAd976; accordingly it may be difficult to obtaam enforce
judgments against it.

Ecuador is a sovereign state. Consequently, it lmeagfifficult for investors to obtain or realize grdents
against Ecuador in the United States or elsewhé&. example, Argentina defaulted on part of iteemal debt
beginning in 2002. Holders of those bonds issugdAlgentina had difficulty in obtaining payment rfnothe
defaulted issuer, as described further in the faskor entitled Recent federal court decisions in New York create
uncertainty regarding the meaning of ranking prass and could potentially reduce or hinder the lipiof
sovereign issuers to restructure their public seaebt” In the event holders of the Notes were to afieto
enforce a court judgment or arbitral award agditstador, they may experience similar difficulty.

Furthermore, the dispute resolution provisionshef Notes require submission to arbitration at thedon
Court of International Arbitration while the conttaal provisions of the Notes are governed by Newk¥Yaw. In
order to obtain an enforceable judgment any dispui have to be submitted first to the decisidnan arbitral
panel prior to being subject to enforcement by @plieable court.

To the extent holders of Notes were to bring suiEcuador or attempt to enforce a foreign judgnuent
arbitral award in Ecuador, under the laws of Ecuamwtain property of Ecuador is exempt from attaeht. In
addition, pursuant to the terms of the Notes amditidenture, Ecuador has limited its sovereign imityu(other
than with respect to the laws of Ecuador) with eespo actions brought against it under the Notab® Indenture.
This limitation of immunity, however, may be morienited in scope than those under certain other reaye
issuances in which issuers may waive immunity tofthl extent under the U.S. Foreign Sovereign Imities Act
of 1976. Given this limitation on the scope of iomty, as well as the limitations of the U.S. FgreiSovereign
Immunities Act of 1976 and the immunity grantedEmuador under Ecuadorian law, or which may in thare be
granted under Ecuadorian law, holders seekingtémlaiassets of Ecuador may not be able to do $onvicuador
and may face difficulties doing so outside of Ecurad
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Ecuador is involved in a number of legal proceediagd disputes that could result in losses to Eouad
well as a decrease in foreign investment.

Ecuador is currently involved in several legal prdings, mainly related to contracts in the oil and
electricity sectors. For a description of thegglgroceedings and other proceedings against Brusee “Legal
Proceedings.” If the foreign companies were ta@sad, the awards could adversely impact the firmot&cuador.
Ecuador can offer no assurances as to whethert aueb proceedings will be resolved in its favor.

Burlington

Burlington Resources, Inc. (“Burlington”) filed aarbitration claim before International Centre for
Settlement of Investment Disputes (the “ICSID”) April 2008 against Ecuador, seeking compensatioraffeged
modifications to its contracts for the developmehBlocks 7 and 21 in Ecuador imposed by Ecuaddaan42-
2006. Burlington based all claims solely on viaag of the U.S.-Ecuador Bilateral Investment Tredn
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. Burlington presehits assessment of damages memorandum on Ju@8134},to
which Ecuador responded on May 23, 2014.

The tribunal held a hearing regarding damages fanch 2 to March 6, 2015 in Paris. On February 7,
2017, the arbitral tribunal rendered its decisidie tribunal rejected the amount of U.S.$1,515@88 claimed by
Burlington and instead awarded Burlington U.S.$809,267 plus interest reduced by U.S.$41,776,99pl43
interests due to the tribunal’s acceptance of Eausdounterclaims holding Burlington responsitie the costs of
environmental damage and failure to repair thdifees of Blocks 7 and 21, resulting in a reductiminEcuador’s
total liability.

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 were initiated in Washington DC and the Uni&agdom.
On February 10, 2017, the clerk of court for thetS8ern District of New York granted the petitionrecognize the
award totaling U.S.$379,802,267, and additionalgwerd and post-award interest. Shortly thereafenador and
Burlington agreed to suspend any proceedings twgrtion of awards and the enforcement of payrobhgations
until the ICSID Annulment Committee’s decision regjag the suspension of execution of the awardso#dingly,
the Southern District of New York and the U.S. BegtCourt for the District of Columbia stayed plloceedings
related to the enforcement of the judgment basetth@mparties’ stipulation pending the ICSID’s demsregarding
the annulment of the award.

On February 13, 2017, Ecuador presented a requsst &side the arbitral decision as well as tloesiba
on the counterclaims claiming that they are boflecteve under the ICSID convention. Together vifitls petition,
Ecuador requested the suspension of the arbitcédide. On February 14, 2017, the ICSID grantedpitovisional
suspension of the execution of the arbitral awayairest Ecuador. Also, on February 14, 2017, Ecuditkst an
application for annulment of the award renderedresgjat with respect to the arbitral tribunal’s dgon on February
7, 2017. Later, the Annulment Committee was camsiit and among other duties, it had to decide on the
suspension and enforcement of the award. On Mag@B¢, Burlington petitioned for the lifting of thpeovisional
suspension of the execution of the arbitral awarttered against Ecuador with respect to the arlitbainal’s
decision on February 7, 2017.

On July 20, 2017, Ecuador and Burlington agreedrkehe High Court of Justice Queen’s Bench Divisio
Commercial Court in the UK, that the enforcementhaf Award be stayed until 45 days after the exipinaof the
provisional stay or expiration of the stay.

On August 31, 2017, the ICSID Annulment Commitiéed the provisional stay of the enforcement @ th

award and terminated the provisional stay. Givendecision of the ICSID Annulment Committee, Bugton has
proceeded to activate its enforcement actionsen3buthern District of New York, the U.S. Districourt for the
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District of Columbia and the United Kingdom in amtance with the stipulations entered into betwéwnparties.
The parties may seek to extend the “no enforceqemdd” and are in discussions regarding the same.

On October 6, 2017, Professor Piero Bernardini,afrtee Committee members, submitted his resignatio
The proceeding is suspended until the vacancyiéslfi Thereafter, a new procedural calendar véllpbesented to
the parties.

Claims under the 2030 Bonds

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

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

On November 29, 2016 the United States Court ofedfppfor the Second Circuit issued a notice stating
that the appeal had been assigned to the Courpedibed Appeals Calendar. On January 3, 2017, Enades
submitted a brief in support of his position. Edofiled its brief in response on February 7, 200h February 7,
2017, Mr. Penades filed a motion requesting a gxtension to file his reply brief by March 8, 201@n February
8, 2017, the United States Court of Appeals for3keond Circuit granted Mr. Penades’ motion. Obriary 23,
2017, the United States Court of Appeals for theoBd Circuit scheduled the case for the week of Ma3017. On
March 8, 2017, Mr. Penades filed his reply brief. Kay 5, 2017, the case was submitted to the Urdtates Court
of Appeals for the Second Circuit for review. OnyM&7, 2017, the United States Court of Appealdtier Second
Circuit entered a summary order affirming the juégiof the United States District Court for the Beun District
of New York, granting Ecuador’s motion to dismiss. Menades’ complaint. On May 31, 2017, Mr. Penéitezs a
petition for a rehearing en banc of the United &afourt of Appeals for the Second Circuit's sunymander
affirming the judgment of the United States Didt@ourt for the Southern District of New York. Oual\d5, 2017,
the United States Court of Appeals for the Secoincu denied Mr. Penades’ petition for a rehearémgbanc.

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

Creditors holding outstanding arbitral awards arrcgudgments present a risk of disruption to tfierng.
This could involve any type of creditor, includitrgde, supply, investor and finance creditors whtaio arbitral
awards and possibly seek to enforce these awardsigments. The risk with respect to the offeringudes that
the Initial Purchasers in the offering could beddaihave an obligation to pay the offering prosestedEcuador, and
that Ecuador's creditors may attempt to enforcer thghts against Ecuador’s interest in any sucligalion.
Further, Ecuador’s creditors could attempt to attde proceeds of the offering or the payment wfqgpal and/or
interest on the Notes.

Payments to holders of the Notes could be attadmedcreditors, including holders of other debt
instruments of Ecuador, to satisfy awards agairetdelor. As a result, Ecuador may not be able teenzayments
to holders of the Notes.

There is a risk that creditors could attach pays@ftinterest and principal by Ecuador to holddrthe
Notes outside of Ecuador because, until paymetshrholders of the Notes, they could possibly bl to be
the assets of Ecuador. For more information osdlpending awards, see “Legal Proceedings” andk ‘lRistors—
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Risk Factors Relating to EcuadoEeuador is involved in a number of legal proceediragd disputes that could
result in losses to Ecuador as well as a decreagereign investmerit.

There is a risk that creditors could seek to atfzett of the offering proceeds to satisfy pendimgras
against Ecuador. If creditors are successfultimching payments to holders of the Notes, Ecuady mot be able
to make payments to holders of the Notes. For éarihformation about the attempts of creditors ofjgktina to
enforce payment obligations on defaulted soverdigt, see “Risk Factors—Risk Factors Relating éoNiotes—
Recent federal court decisions in New York creaeertainty regarding the meaning of ranking proems and
could potentially reduce or hinder the ability afvereign issuers to restructure their public sectebt”

Specifically, payments of principal and/or interest the Notes may be attached, enjoined or otherwis
challenged by holders of other debt instrument&@fador, including outstanding holders of the 2ah@d 2030
Bonds. Some creditors have, in recent years, liggdtion tactics against several sovereign debtiiat have
defaulted on their sovereign bonds including PBlicaragua and Argentina, to attach or interruptpayts made
by these sovereign debtors to, among others, I®ldérthe relevant defaulted bonds who agreed tcelat d
restructuring and accepted new securities in ahange offer. Ecuador may also become subject te sucollect
on defaulted indebtedness. Ecuador cannot guardhétea creditor will not be able to interfere, dhgh an
attachment of assets, injunction, temporary restrgiorder or otherwise, with payments made ungemMotes. As
of the date of this Offering Circular, the Repubfcaware of one claim that has been made by a&hofdhe 2030
Bonds. For more information, see “Public Debt—D@btigations—2012 and 2030 Bonds and tender offer.”

The Republic may incur additional debt beyond whaestors may have anticipated as a result of a
change in methodology in calculating the public tdebGDP ratio for the purpose of complying witt@% limit
under Ecuadorian law, which could materially adwaysaffect the interests of Noteholders.

The Republic is subject to a limitation on borrogvidue to the Public Planning and Financing Codegtwh
limits total public debt to 40% of GDP unless, liretcase of public investment programs and projeictsational
interest, a majority of the National Assembly ap@ an exception to this limit on a project by pobjbasis.
Accordingly, in order to exceed the 40% limit ofatiopublic debt to GDP the Republic must either adnne Public
Planning and Financing Code or seek an exceptan the National Assembly on a case by case b&ss.“Public
Sector Finances Overview—Fiscal Policy.” Each tithe Republic wishes to issue additional debt, sagthe
Notes, it must ensure it is within those limits.

On October 25, 2016, pursuant to Article 147, G#ali3 of the 2008 Constitution, former Presidentr&or
exercised his presidential authority to issue immaeting regulations and signed Decree 1218, whiodifies
Article 135 of the General Rules to the Public Rlag and Finance Code. Decree 1218 changes theduoitiyy
that the Ministry of Economy and Finance uses toutate the total public debt to GDP ratio for tharpose of
establishing whether the total public debt ceilofgd0% established in Article 124 of the Public iPlimg and
Finance Code has been exceeded. Under Decreeth2Iinistry of Economy and Finance will now use ffotal
Consolidated Public Debt methodology set out in Menual of Public Finance Statistics of the IMFheTIMF
GFS, which was published in 2001, provides thatpifesentation of government financial statistinsjuding total
public debt, should be calculated on a consolidasesis rather than on an aggregate basis. Acaptdithe IMF
GFS, the consolidation methodology presents Staigir a group of units as if accounting for agknunit. In the
context of total public debt, this means that dbbt flows between governmental units or entitiebetween the
central government and these governmental unitentties (“intra-governmental debt”) is not includé the
calculation of total public debt. In contrast, taggregation methodology, which the Ministry of Egory and
Finance used prior to Decree 1218, does includa-gavernmental debt in the calculation of totablpudebt. By
changing the method of calculating total public tdélom an aggregation methodology to a consolidatio
methodology, Decree 1218 effectively eliminatestaiartypes of debt from the calculation and, byeasion,
reduces the amount of total public debt taken asmount for purposes of the 40% total public del6DP ceiling.

Because the consolidation methodology does not tate account intra-governmental debt in the
calculation of total public debt, Decree 1218 witlable the Republic to incur more public debt timwestors may
have anticipated before the signing of Decree 1@2tfn Ecuador calculated the total debt for theopse of the
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40% public debt to GDP ratio ceiling using the agmtion methodology. While the change in methaglekmay
reduce the near-term likelihood that the Republitiveed to amend the Public Planning and FinanogeQr seek
an exception from the National Assembly in ordeintcur more debt, the interests of the Noteholaendd be
materially affected to the extent that the chamgméthodologies results in the incurrence of aoti public debt.

Ecuador faces challenges in its ability to accedsmal financing.

Ecuador may have to rely in part on additional ficiag from the domestic and international capital
markets in order to meet its future expenses. Gilrerfluctuations in Ecuador’s level of InternatbfReserves in
the last few years, as of December 31, 2016, latemmal Reserves covered 19.6% of current accoagmpnts.
Ecuador’s ability to obtain diverse sources ofiné¢ional funding has become increasingly importeBge “Public
Sector Finances—Overview—Fiscal Policy.” Since thé. dollar is legal tender of Ecuador, the lewél
International Reserves may not be an indicatotsofbility to meet current account payments as avbel the case
in an economy where the dollar is not legal tender.

In 2008, the CAIC issued a report that made a nurabéndings regarding the legitimacy of Ecuador’s
debt obligations (including the 2012 and 2030 Bynds particular relating to concerns involving tipeblic
assumption of private debt, appropriate authoorsti sovereign immunity, and the relevant econderios of the
debt obligations incurred. See also “Risk FactdrRisk Factors Relating to EcuadoEeuador has defaulted on its
sovereign debt obligations in the past, in part&lts obligations under the 2012 and 2030 Bohdsollowing the
report in 2008, Ecuador defaulted on its paymeatsttfie 2012 and 2030 Bonds in the aggregate amasnof
February 2009, of approximately U.S.$157 millioniriterest and U.S.$3,200 million in principal. Bdor invited
holders of the 2012 and 2030 Bonds to participatevp tender offers in April 2009 and November 2@@8ich
resulted in the tender of 93.22% of the 2012 arRDZonds. Although some holders continue to himéddefaulted
2012 and 2030 Bonds, Ecuador has successfully cleased additional 2012 and 2030 Bonds from remginin
holders from 2009 onwards. As of the date hettbeftotal aggregate amount of outstanding prinadpathe 2012
and 2030 Bonds is U.S.$52.1 million, which représdn6% of the original aggregate principal amafrthe 2012
and 2030 Bonds. For more information, see “PublebtB-Debt Obligations—2012 and 2030 Bonds and tender
offer.” Given the history of defaults, and moreaetty, defaults with respect to the 2012 and 2080d3 as a result
of the CAIC determining that the bonds were issiledally, Ecuador may not be able access extdmahcing on
favorable terms. For further information regardthg external debt payment record of Ecuador andhistery of
defaults, see “Public Debt—Debt Obligations.”

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

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

The use of proceeds for public debt is limited iy Public Planning and Finance Code. Under thédub
Planning and Finance Code, proceeds of public ttebsactions may only be used to: (1) finance Guwent
programs, (2) finance infrastructure projects thave the capacity to repay the related debt oligatand (3)
refinance an existing external debt obligation oorenfavorable terms. The Public Planning and FiaaBGode
prohibits public transactions for the purpose ofipg ongoing expenses, with the exception of exgemslated to
health, education, and justice, under exceptionalmstances as determined by the President diéipeblic.

The Republic will use the proceeds of the Noteadcordance with the limitations of the Public Pliag

and Finance Code. The total expenses of thisioffeincluding the initial purchasers’ fee, is gsdted to be
approximately U.S.$7,500,000.
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THE REPUBLIC OF ECUADOR
Territory, Population and Society

Ecuador is one of the smallest countries in SoutheAca, covering an area of approximately 99,054
square miles (256,549 square kilometers). Locatethe north-western coast of the continent, it shar 950-mile
border with Peru to the south and the east, a 3i8border 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 locateéddrPacific Ocean approximately 600 miles from¢bast. The
Republic is traversed by the equator and lies @gtin the north and south tropical zones. The tgisiregional
climates vary depending on altitude. The climatetrigpical in the Pacific coastal plains and the eOie,
predominantly temperate in the Sierra, and maritmtbe Galapagos Islands.

Ecuador has several active volcanoes, some of whasle shown increased activity in the past several
years. When it occurs, the irregular ‘El Nifio’ngitic phenomenon has caused heavy rains, landshitksspread
flooding and hotter temperatures across Ecuador20IL2, forest fires occurred in many areas of Houa The
Pichincha province on the outskirts of Quito wadipalarly affected.

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

On March 1, 2008, Colombian forces raided a canmtp@Fuerzas Armadas Revolucionarids Colombia
(“Revolutionary Armed Forces of Colombia” or “FARE'Which was located in Ecuadorian territory. Thad to
the death of FARC's leader, Raul Reyes. Despiteesbrief tensions that resulted in the end of diastic relations
with Colombia, the restoration of diplomatic reteis between both countries was announced in Noveail2910
by the presidents of Ecuador and Colombia, Rafsmre@ and Juan Manuel Santos, respectively, dutieg
UNASUR summit in Guyana.

According to projections based on the 2010 censoducted by the INEC in 2016, the total populatbn
Ecuador is approximately 16.5 million. Approximgt&0.2% of the population live in the Pacific cedgtlains,
44.5% live in the Andean highlands, 5.1% in thee®® and 0.2% in the Galapagos Islands. From 202010, the
population grew at an average annual rate of 1@&n from 2.05% between 1990 and 2001. Approxilpate
63.6% of the population is urban. Guayaquil, whisHocated on the coast, is the largest city with @illion
inhabitants. Quito, the country’s capital, has pyation under 2.6 million and is located in thghiands at 2,850
meters above sea level. Cuenca is the third laaiystvith 591,996 inhabitants, and is also locatethe Andean
highlands. Spanish is the official language, wiideechua and Shuar are considered official langudge
intercultural relations.

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

Demographic Characteristics

2012 2013 2014 2015 2016 2017
Total population (million) 15.5 15.8 16.0 16.3 16.5 16.7
Female (%) 50.4 50.5 50.5 50.5 50.5 50.5
Male (%) 49.6 49.5 49.5 49.5 49.5 49.5
Urban (% 63.0 63.2 63.3 63.4 63.6 63.7
Rural (%) 37.0 36.8 36.7 36.6 36.4 36.3
Functional age groups(%)
Child (0-14) 31.8 315 31.1 30.7 30.3 334
Adult (15-64) 61.6 61.9 62.2 62.5 62.8 62.1
Elderly (B5+) . ..cccouriirieieierctcmmmme e, 6.6 6.7 6.7 6.8 6.9 6.9
Demographic Indicators
Average Annual Growth (%) .......cccceeverieceeee 1.7 1.6 1.6 1.6 15 1.6
Birth Rate (per thousand)..............cceeeeuennee. 4.1 4.0 3.9 4.0 n/a n/a
Infant Mortality Rate (per 1,000 live blrths) ..... 8.8 8.6 8.4 8.9 n/a n/a
Fertility Rate (per woman)... 2.7 2.6 2.6 25 25 n/a
Average Life Expectancy(age
FEMAIE ..o 78.3 78.6 78.8 79.1 79.3 n/a
72.7 72.9 73.2 73.4 73.7 n/a
75.5 75.8 76.0 76.2 76.5 n/a

Source: Based on data from INEC. 2017 figures daselNEC projections.

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

Selected Comparative Social Statistics

United

Ecuador Bolivia Paraguay Honduras Guatemala  Costa Rica States
Average life expectancy.................. 75.8 68 73 73 71 79 79
Adult literacy raté’ 94.46% 92.46% 95.07% 87.91% 81.3% 97.41% n/a
Expected years of schooling........... 10.19 13.9 12.3 11.2 10.7 15.1 16.5
Population below poverty liff&......... 23.19%% 39.1% 22.6% 49.3% 53.7% 21.7% n/a

Source: Ecuador data based on INEC projections eerdaining country data based on World Bank datailable as of December 31, 2015
unless otherwise indicated.

(1) Based on data from UNESCO as of 2017.

(2) Based on data from INEC as of December 2016.

(3) Based on data from INEC as of June 2017.

(4) InEcuador, as of June 2017, the poverty line w&s$85.58/month, per household.

Pedernales Earthquake

Ecuador is located in an active seismic area wihereisk of an earthquake or tremors is high. @nilA6,
2016, the Pedernales Earthquake, a 7.8 magnitutleqeake, struck the northern coast of Ecuador elibe
convergent boundary where the Nazca tectonic glaitelucts beneath the South American tectonic platuador
has a history of serious earthquakes relatingisocttnvergent boundary, with seven earthquakesanittagnitude of
seven or higher occurring in this zone since 1900.

The epicenter of the Pedernales Earthquake watetbtetween the provinces of Esmeraldas and Manabi
and approximately 110 miles from Quito. Accordingsttuation bulletin Number 65 published by ther8eey of
Risk Management, as of May 16, 2016, the numbdatefities from the Pedernales Earthquake had tised61,
while 6,274 people sustained injuries, 28,678 peapld 7,356 families remained in shelters, 18,66iRlihgs
sustained damage and 808 schools sustained damag@ained under investigation. On April 17, 20f@mer
President Correa issuékecutive Decree No. 1001, declaring a state ofrgemey in the provinces of Esmeraldas,
Manabi, Santa Elena, Santo Domingo de los TsacHilss Rios and Guayas due to the negative impathef
natural disaster.
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Significant aftershocks followed the initial eartfadge, including eight aftershocks with a magnitateve
six on the Richter scale as of the date of thig@ff Circular. While the damage from aftershooksurring in the
five week period following the earthquake was milinaftershocks of 6.8 and, 6.7 magnitudes whidumwed on
May 18, 2016 led to one fatality and left an adutitil 85 people injured.

On October 5, 2017, the Committee for Reconstroctind Productive Recovery presented a report to
President Moreno which states that as of September2017, the total assigned budget to reconsthet
infrastructure damaged by the Pedernales Earthgeaigproximately U.S.$2.805 billion out of whichS%1.419
billion have already been used towards reconstmictiforts. An additional U.S$1.773 billion are egted to be
assigned to the budgeted cost for reconstructiwrtgef An evaluation conducted by SENPLADES, INBEQ@ a
various ministries estimates that, without takinigp iaccount the cost of reconstruction, damage fhmrearthquake
had an impact of -0.7% on the growth of EcuadoGn 2016, and, as of December 2016, an impa®&.8%o on
the growth of GDP in Manabi, the province in wh@3%s of the damages caused by the earthquake arertoated.
In response to the earthquake, former Presidente€@mpowered the Ministry of Finance to reallogaiblic
funds, other than those allocated toward health exhatation, toward reconstruction efforts througticke 3 of
Executive Decree No. 1001 and proposed a seriameafsures to help finance reconstruction pursuartigo
authority under Articles 120 and 140 of the 2008 €Zitution.

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

* increasing the value added tax by 2% (from 1298 )1for one year starting June 1st, 2016, of which
an additional 2% may be refunded if payments ardemaith electronic money (i.e. a 4% VAT
reimbursement applies in payments made with eleictnmoney). On June 1, 2017, such rate returned
to 12%;

* 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;

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

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

* a one-time contribution of a day's salary for twonths for those earning more than U.S.$2,000 a

month, and similarly until a limit of a one-timertabution of one day's salary for five months for
those earning more than U.S.$5,000 a month.
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Existing contingent credit lines with the IDB aretiIBRD total U.S.$229 million, credit lines witlivdrse
international organizations total U.S.$513 milliam;luding a U.S.$69 million loan from the World idaand other
forms of financing include a U.S.$100 million crediith Corporacion Andina de Fomentghe “CAF”). The
Republic would explore the possibility of grantiagconcession of certain assets, including the Sopa487 MW
hydroelectric plant and sale of certain assets agtBanco del Pacifico S.A., th@orporacién Nacional de
Telecomunicacioneand TAME, its domestic airline. Additionally, only 8, 2016, the IMF approved a U.S.$364
million facility to help Ecuador meet costs relateddamages to infrastructure, housing, and agutiicaused by
the Pedernales Earthquake. The IMF disbursed 85864 million loan in a single, upfront disbursemneith no
conditionality. The decrease in international ressrduring the period from August 31, 2016 to Audils 2017
was primarily due to overseas money transfers, mamighdrawals from the Central Bank and debt servic
payments. On July 8, 2016, the Executive Boardhef IMF concluded its annual Article IV consultatianth
Ecuador. On September 2016, the IMF published fargjport completed on July 1, 2016, following dissions
with Government officials on economic developmeatsl policies underpinning the IMF arrangement uniter
IMF Rapid Financing Instrument.

To date, six sources of financing are being usedddress relief and restoration efforts in relatiorthe
Pedernales Earthquake, the General State Budgegqas from the Law of Solidarity, contingent lireéscredit,
other types of credit, national and internationahations and a debt exchange between Ecuador aaid. $pn
August 15, 2016, Fausto Herrera, former MinisteFiofance, allocated U.S.$888 million for immediatiention to
relief and restoration efforts in relation to thedBrnales Earthquake.

As of September 30, 2017, Ecuador’s Internatiétederves totaled U.S.$2,362.4 million, a decreasea f
September 30, 2016, when International Reservaketbt).S.$4,472.9 million. This decrease was pilsndue to
payments made abroad by private sector entitiesné balance between deposits and withdrawalseirCentral
Bank's vaults, and debt service payments.

Historical Background

Until 1553, what is now Ecuador formed part of the northerralmpire. Under Spanish rule, Ecuador
became a seat of the Spanish colonial governmer868 and part of the Viceroyalty of New Granada7i7. The
territories of the Viceroyalty (New Granada (Colaa)b Venezuela and Quito) gained their independdetereen
1819 and 1822 and formed a federation known as @aombia. Quito withdrew from the Gran Colombia
federation in 1830, and formed what was then knawthe “Republic of the Equator.”

The next 150 years were marked by domestic pdlitizstability and international border conflicts.
Particularly, after the withdrawal from Gran ColambEcuador saw a power struggle between conseegatiom
Quito and liberals from Guayaquil. Internationalbgtween 1904 and 1942, Ecuador lost territories series of
conflicts with its neighbors, including a war witeru in 1941.

After World War II, Ecuador saw periods of demomratule juxtaposed with military dictatorships.
Despite this instability, Ecuador’s banana indusiopmed in the 1950s as it became one of the laegesrters of
the fruit in the world. In the 1970s, the discovef new petroleum fields in the eastern provintessformed
Ecuador into a producer of oil and made oil theu®dip’'s most important export commaodity. The riseil exports
fuelled economic growth and brought sharp increasespending and employment, financed mainly byeresl
borrowing and oil revenues.

Although Ecuador marked 25 years of civilian goeerce in 2004, the period was marked by political
instability. Protests in Quito contributed to th&lsterm ouster of three of Ecuador’s last four deratically elected
Presidents. On April 2, 2017, Lenin Moreno wagtele as Correa's successor. President Moreno adshmeost
of President of Ecuador on May 24, 2017 with JdBiges as Vice President for a four-year term.
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Form of Government

Ecuador is a republic, with powers divided among foranches of government: executive, legislative,
judicial, transparency and social control, andtelat branches. The 2008 Constitution providestrcurrent four-
year terms of office for the President, Vice Presid and members of the National Assembly. Pretidand
legislators may be re-elected immediately. Citizenst be at least 16 years of age to vote.

The President is the head of Government and hestdi, and is elected by direct popular vote ffoua-
year term. The President’s duties include thereefoent of the Constitution, the establishmentcohemic, trade
and foreign policy, and the enforcement of domdaticand order. The President is also commandehif of the
armed forces and appoints ministers and headsdlier@ment’s cabinet. Former President Correa datoeffice
in January 2007 under the previous Constitutions veaelected in general elections held in Febr2&i3, and
finished his second term under the 2008 Constitutio May 23, 2017. President Moreno assumed tise qfo
President of Ecuador on May 24, 2017 with Jorges@kaVice President for a four-year term.

The 2008 Constitution establishes a single chambgonal assembly elected through direct populae vo
for a four-year period. The National Assembly 288 representatives, of which 15 are elected andiienal level,
two are elected per province, one additional praegirnrepresentative for every 200,000 inhabitatisva 150,000
per province threshold, and six for Ecuadoriansgj\abroad.

On February 19, 2017, a presidential election (.7 Election”) was held with eight candidates to
replace former President Rafael Correa after heelsded for two consecutive periods. Lenin Morehdormer
President Correa’s Alianza PAIS came in first vBth36% of the vote and Guillermo Lasso of the CRESUMA
party, came in second with 28.09% of the vote. Agressional election was also held on February@27 with
Alianza PAIS preserving control of the legislatagsembly by winning the majority of seats with éats, CREO-
SUMA with 28 seats and PSC with 15 seats, respaytivSince no candidate gained an outright victdr$0% of
the vote or at least 40% of the vote with an adddl ten points of advantage over the candidased@ond place for
the presidential election, a run-off election betwdPresident Moreno and Mr. Lasso was held on Apr2017.
President Moreno was elected with 51.16% of the.vihe CNE declared President Moreno president elec
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 ofisorganizations monitored the recount. The ratoatified
President Moreno as the winner of the run-off ébectvith 51.16% of the votes. President Moreno amsiithe post
of President of Ecuador on May 24, 2017 with JdBigs as Vice President for a four-year term. Afiter election,
President Moreno stated, in light of Ecuador’s ecoit climate, that Ecuador’s priority is to pusih é@onomic and
social development through generating employmenuiiakty and social justice, eradicating extremegpty and
reducing inequality while maintaining dollarization

On May 23, 2017, President Moreno announced thelbmesrof his cabinet, composed of 23 ministers, 12
secretaries and 8 managers and directors of statedocompanies. President Moreno named Carlos tlloEr la
Torre Mufioz as the Minister of Finance, Pablo Joafmpana Saénz as the Minister of Foreign Tradevandhica
Artola Jarrin as General Manager of the CentralkB&nesident Moreno'’s cabinet includes former nténis under
former President Correa’s cabinet such as the kingf Education, the Minister of Health and thenidier of the
Interior.

On May 24, 2017, President Moreno merged Nhisterio de Coordinacién y Politica Economic¢the
“Ministry of Coordination and Economic Politics"hd theMinisterio de Finanzagthe “Finance Ministry”) which
became the Ministerio de Economia y Finanzas (Mistry of Economy and Finance”). President Moreno
abolished the following coordinating ministries éxecutive decree: th®ecretaria del Buen Vivithe “Secretariat
for the National Development”), th8ecretaria Nacional de la Administracidfthe National Secretariat of
Administration”), theMinisterio de Coordinacion de la Produccid&mpleo y Competividad (the “Ministry for the
Coordination of Production, Employment and Cometff), the Ministerio de Sectores Estratégicgibe “Ministry
of Strategic Sector$’theMinisterio de Segurida¢the“Ministry of Security”) and thélinisterio del Conocimiento
y Talento Humandthe “Ministry of Knowledge and Human Talent”).eBrdent Moreno created the Ministry of
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Aquaculture, separating these activities from wies formerly known as thidinisterio de Agricultura, Ganaderia,
Acuacultura y Pesc@he “Ministry of Agriculture, Livestock, Aquacuite and Fishing”), as well as tis&cretaria
Técnica del Programa de Toda una Vifthe “Technical Secretariat for Affordable Housirdevelopment and
Youth Employment”).

In addition, during his inaugural presidential sgeand based on his party’'s platform, Presidentelior
set forth the following plans for his administratidormalized on September 22, 2017, through a natio
development plan approved by tBensejo Nacional de Planificacidthe “National Council for Planning”):

+ guarantee a dignified life with equal opportunitfes all persons through attaining certain goals2b21,
including reducing extreme poverty measured by rnmedrom 8.7% to 3%, increasing the number of
individuals between ages 18 to 29 with a high sckgg@oma from 63% to 65% and reducing the rate of
juvenile unemployment for those between ages 188rfcbm 10.4% to 8.39%;

« affirm interculturality and plurinationality, plawj greater value on diverse identities with thel gda
increasing the percentage of the indigenous padpuolétat speaks their native tongue from 67.8%0%% by
2021;

* guarantee the rights of current and future germratio access nature including maintaining 16%hef t
national territory under environmental conservatioenvironmental care by 2021 ;

* implement a sustainable social and economic sybtesad on solidarity and strengthen dollarization
including increasing the number of microcredit Isamd decreasing the non-financial public sectficite
by 2021;

* incentivize productivity and competitiveness fostsinable economic growth in a manner that is based
solidarity and redistribution including the pursoitcertain goals to be realized by 2021, for examp
increasing exports of agricultural and agribusirgsslucts by 33%, increasing the generation ofgner
though renewable energy resources from 60% to 9@énereasing savings of combustible through the
optimization of the generation of electric andaéint energy;

» develop productive capacities to accomplish foodessignty and integral rural development including
reducing the incidence of poverty measured by irecomural areas from 38.2% to 31.9% by 2021,

* incentivize a participatory society with a Govermmelose to the citizenry including increasing ieex of
perception of the quality of public services frorf 9 by 2021,

* promote transparency and joint responsibility focial ethics including improving the index of peptien
regarding corruption and transparency in the pubid private sectors; and

» guarantee peace and sovereignty and strategiazsiyign Ecuador in the region and in the world vitile
goal to eliminate mine pollution in border geogriam@reas by 2021.

On July 28, 2017, President Moreno set forth dtlewing plans for immediate execution:

* promote legislation intended to foster and imprihee construction sector by revising the Law to Hkiliate
Speculation on Land Values and Tax Fixing in otdeatisincentive price speculation in real estate;

* incentivize investment and foreign exchange incahmeugh a bill that allows repatriation of capital
belonging to those who hold capital abroad,;

* encourage the use of electronic money in coordinatith the national financial system;

* in line with austerity measures, optimize the uk@ational resources mainly in the hiring of perseln
consulting, publicity, vehicles and travel; and
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* channel public investment towards efforts thatstietly necessary.

On June 22, 2017, through Decree No. 50, PresiMergno created the Production and Taxation Advisory
Council which is headed by the Ministry of Industnyd Productivity and establishes a dialogue betwiee public
and private sectors. The Production and Taxatiomishdy Council has an executive committee (the “ddwy
Council Executive Committee”) in charge of chanmgliand evaluating the proposals and recommendations
developed through dialogue. Six delegates of tleeuwtive branch and six delegates of the privateegodomic and
solidarity sectors, the latter of which is compoeéthe cooperative, associative and community mizgdions, form
the Advisory Council Executive Committee.

Pursuant to Article 149 of the 2008 Constitutithre Vice President performs all functions assigioelaim
by the President. On August 3, 2017, President Mmorggned Decree 100 to withdraw all functions fmesty
assigned to the Vice President on May 24, 2017 ubderee 9 arguing lack of understanding of thetipal
agenda. As part of the revocation of functionsgiesi to the Vice President under Decree 9, Ded8admoves
the Vice President as member and official in chanfghe Sectorial Council of Production, withdralis duties to
coordinate the execution of policies and projeéthe productive sector as developed by ministsesretariats and
other member entities of the Sectorial Councilmd@ction and removes the Vice President as mearibchair of
the Committee for Reconstruction and ProductiveoRery in the zones affected by the Pedernales &isailte.
Additionally, Decree 100 removes the Vice Presigenmember of the Advisory Council Executive Coneeitand
also repeals all norms of equal or lower prioribyat presidential decree assigning functions topib& of Vice
President. Otherwise, Jorge Glas retained the pbstice President. The Vice President has beenestlip
investigation for allegedly accepting bribes frondeBrecht, a Brazilian conglomerate consisting ekwdiified
businesses in the fields of engineering, constincithemicals and petrochemicals. Odebrecht hagtadras part
of its plea agreement with the U.S. Departmentustide that it made and caused to be made moreUB&33.5
million in corrupt payments to government officialsEcuador and intermediaries working on theirdiebetween
2007 and 2016. On September 28, 2017, Ecuadortan&y General presented charges related to alkbegatf
corruption in Ecuador involving Odebrecht. The desr were presented to Ecuador’s highest courtN#tmnal
Court of Justice and included the Vice Presidemiprag others. The National Court of Justice decthatlithe Vice
President is not allowed to leave Ecuador. On @rt@h 2017, the National Court of Justice decreedpreventive
detention of the Vice President and ordered a &@dzis bank accounts. On October 4, 2017, Pnesidereno
appointed the Minister of Urban and Housing Dewvelept, Maria Alejandra Vicufia Mufioz, as interim Vice
President. On October 16, 2017, the Vice Presifiledt for recusal of the judge overseeing the itigagion which
led to the postponement of the conclusion of tlvestigation until the motion for recusal has bezsolved.

On August 7, 2017, President Moreno announcedduasterity measures. As part of the austerity nreasu
President Moreno offered for sale one of the twesjglential airplanes and luxury cars owned by tbee@ment.
President Moreno ordered a 10% reduction in therpgalf public servants with monthly salaries betw&Ss.$2,368
and U.S.$6,261. Finally, President Moreno annouricatireal property owned by the public companyrittiliar”
would be offered for sale and the proceeds invesiethe ‘Casa para Toddsproject (the “Housing for All
Project”) to generate employment and grant acaesmusing to the poorest families in the countdye Housing
for All Project includes the construction of 325)0Bouses in the next four years out of which 190,adl be
granted to the public free of cost and 134,000 b&llfinanced at a low cost. Construction of housinder the
Housing for All Project is expected to generate eértbian 136,000 jobs.

On October 2, 2017, President Moreno presentetbliosving questions to the Constitutional Court fs
pronouncement about the constitutionality of thigiestts addressed in the questions with the interdfeubmitting
the questions to a national referendum to be ceeo/by the CNE:

» whether those convicted of corruption related afeenshould lose their political rights and whetheir
property should be confiscated,;

» whether an election should be held to replace theest members of th€onsejo de Participacion
Ciudadana y Control Socigthe “National Council for Citizen participation aSdcial Control);
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 whether to reverse the recent constitutional amemtinvhich allows indefinite reelection, instead
limiting officials to a single reelection to thensa office;

» whether to eliminate the Law to Eliminate Specolatand Tax Fixing;

» whether to reduce the area in the Yasuni natioardd pnder oil exploitation and add 50,000 hectéoes
the protected area in this park;

* whether to prohibit metal mining in urban and pcted areas; and

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

The presidency of the Republic provided additidmedkground on the first question above and stitaid

the question contemplates whether public servanfaublic officials convicted of corruption shoul@tnonly lose
their political rights but also whether the companlinked to these cases should be banned frolmefucbntracting
with the Republic if found responsible.

On October 11, 2017, President Moreno announgash®ber of economic measures intended to reactivate

the economy, protect dollarization and finance aoprograms. The executive will send a bill to fRational
Assembly that will include:

starting in 2018, an additional income tax appliedab natural persons earning at least $3,000 pethm

an increase of 3% of the corporate income tax, 2@¥% to 25%, which was the level of corporate ineom
tax in 2010; however, this will not be applicatdesmall and medium enterprises, and other compdinat
perform activities that facilitate the access oéfgn currency into Ecuador;

the elimination of prepayment of income tax for gamies with annual sales of less than $300,000fand
companies with sales over $300,000, a refund ofi $Sncome tax prepayment, on a progressive basis,
subject to maintaining or increasing employmenglgyv

the elimination of income tax for small enterpsiser the first $11,000 of income;

the elimination of income tax for small and mediemerprises during the first two years of operation

measures to incentivize the repatriation of captahsisting in a 5-year tax holiday to those wajpatriate
capital within 12 months;

a tax refund program for exporters;
the elimination of land tax, and

certain tariffs and rates to protect local prods@erd disincentive contraband.
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The following table shows the composition of thaiblzal Assembly as of May 2017:

May 2017
Political Party Number of Members
ANBNZA PAIS ... ettt oottt e e e e e e e et e e e e e e e e aeeas 74
CREO — SUMA L.ttt et e oottt e e oottt e e et et e e e e e mne e e e e anbeeeeeabbeeeeeannreeaas 28
PACHAKUTIK ..ttt e+ttt e o2 e ettt oo e e e et e bb e e e eemma e e e eeebba e eeaeennnanaaaaaee 4
PACHAKUTIK — Izquierda DEMOCIALICA ...........ccceeeeeeeeeieeeieianenentnnenennnnes e e s s s eeeeeeeeeeeennnnnnnes 1
(4o [1T=T 0 =0 B 1= 1 T Lol = L1 o= L 3
FUEIZA DEMOCTALICA ...t emmeeene ettt e e e e e e e ettt e e e e e s e bbb e e e e aeee s 1
4
2
2
15
3
137

Source: El Telegrafo

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

The judicial system consists of tl@orte Nacional de Justicig“National Court of Justice”)Cortes
Provinciales de Justicig“Provincial Courts of Justice”); andribunales Unidades Judiciale§First Instance
Courts”). The National Court of Justice is commbsé 21 judges appointed by tl&onsejo de la Judicatura
(“Judiciary Council”), which is in charge of regtiteg, administering and auditing the judicial branc The
Judiciary Council is comprised of nine standing rhems with their respective alternates, who perftneir duties
for a six-year term of office and cannot be re@eéct The designation of the standing members ofititgciary
Council and their alternates takes place by a ctithme merit-based examination process, subjectitzen
oversight. Issues relating to the 2008 Constitytiocluding the modification or amendment thereng reserved to
the Corte Constituciona(the “Constitutional Court”). The Constitution@burt is composed of nine members who
are selected by a commission composed of eight mrdppointed from the various branches of govenhme
Each member of the Constitutional Court is appdiritea nine-year term and may be re-elected agrldeof 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 exerciseisfahthority must
comply, and must not conflict with, the rights &@th by the 2008 Constitution and by internatiomaties ratified
by the Repubilic.

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

y Control Social(the “Transparency and Social Control Branch”)intended to serve as the auditor of the
Government and of private entities that contribtdethe Republic’'s general welfare. It is comprisafdthe
Contraloria General del Estadghe “Office of the Comptroller General”), tf@onsejo de Participacion Ciudadana
y Control Social(the “Counsel of Citizen Participation and Soci@n®ol”), various superintendent organizations
including theSuperintendencia de Banc@Superintendent of Banks”), and tbefensoria del Pueblihe “Public
Defender”). The Counsel of Citizen ParticipationdaSocial Control appoints the chief executive atte
superintendent organization, Office of the Compralseneral, the Public Defender and the Attornepnésal. It is
also the entity principally responsible for corioptinvestigations and establishing citizens’ coteais for public
consultation prior to the enactment of laws accaydio the 2008 Constitution. The purpose of thateens’
committees is to increase citizen participation anelvement in the democratic process and createfarmed
population who perform an active role in the enasttrof laws.
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The purpose of theuncion Electoral(the “Electoral Branch”) is to provide oversiglor the Republic’s
political parties and elections. The Electoralri@tais comprised of the National Electoral Couaaid theTribunal
Contencioso Electorafthe “Electoral Dispute Settlement Court”). Thatlnal Electoral Council organizes and
oversees elections to ensure transparency and ieoroplwith election law, supervises the activitdéspolitical
parties, and establishes a civil registry. Thectolal Dispute Settlement Court hears and resolkemng others
things, disputes regarding campaign finance viatetiand settles election results appeals.

On July 2017, the Office of the Comptroller Gemhegaercising its abilities granted by law to examacts
of public entities, announced that it will condwaet audit of all the internal and external debt leé Republic
incurred between 2012 and 2017. The Office of tlhenfitroller General previously audited all such goweent
acts involving debt until 2015 —without finding aillegalities. It is expected that the Ministry BEonomy and
Finance, the Central Bank and the Secretaria deifitécion (the “National Secretariat of Planningjll be
covered by this review.

Memberships in International Organizations and Intenational Relations
International Organizations

Ecuador has diplomatic relations with approximat&f2 countries, and is a member of a number of
international organizations, some of which inclutde United Nations, OPEC, the OAS, the World Health
Organization, the Community of Latin American arariBbean States (“CELAC”), and UNASUR.

In 2007, Ecuador rejoined OPEC as a full membear dff years of absence, having left due to OPEC’s
membership fee and its increase in production 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, former President Correa issuece@ee declaring that Ecuador was terminating its
agreement as a member of the ICSID. The decrdedsthat the ICSID Convention violated principles o
sovereignty enshrined in Article 422 of Ecuador@2 Constitution, which provides the rules for sigsion to
arbitration proceedings by Ecuador as a sovereifjfotwithstanding the foregoing, Ecuador is a memdier
UNCITRAL and is still a party to the New York Comt®n on the Recognition and Enforcement of Foreign
Arbitral Awards of 1958.

Ecuador continues to be a member of both the IMé tae World Bank. On July 8, 2016, the IMF
approved a U.S.$364 million facility to help Ecuadeeet costs related to damages to infrastruchoesing, and
agriculture caused by the Pedernales EarthqualeelMR disbursed the U.S.$364 million loan in a sngipfront
disbursement with no conditionality. The decreasmiernational reserves during the period from dstg81, 2016
to August 31, 2017 was primarily due to overseasaydransfers, money withdrawals from the CentrahiBand
debt service payments. On July 8, 2016, the Exexufoard of the IMF concluded its annual Article 1V
consultation with Ecuador. On September 2016, ME published a staff report completed on July 1160
following discussions with Government officials esonomic developments and policies underpinninglihie
arrangement under the IMF Rapid Financing Instrum®aparately, the World Bank has provided severednt
project level financing for projects in infrastrucg, irrigation, transport and sanitation. Thesgegts include the
Chimborazo Development Investment project in 208d the Quito Metro line project in 2012. See “The
Ecuadorian Economy—Strategic Sectors—Transportétiofor more information, see “Monetary System—the
Central Bank.”

Treaties and Other Bilateral Relationships
Ecuador was a party to bilateral investment treatigh Argentina, Bolivia, Canada, Chile, Chinaarkce,

Germany, Spain, Italy, the Netherlands, Peru, Siweden, Switzerland, the United Kingdom, the &bhiStates,
and Venezuela. On May 3, 2017, the National Assgmdjected the bilateral investment treaties whih following
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countries: Argentina, Bolivia, Canada, Chile, Chiitaly, the Netherlands, Peru, Spain, Switzerlahd, United
States and Venezuela on the basis that theseesefdvored private investors over the intereststhef
Republic. This rejection initiated a process othdrawal of Ecuador from these bilateral investmiaaties,
although the negotiation of new bilateral investirtegaties with certain of these countries is unmersideration.
Investments made during the term of these treatidlsstill be subject to its protections despite uador’s
withdrawal which could have an effect on prospectimvestments following withdrawal. Bilateral irsgment
treaties with the following countries have alreaither been terminated or expired: Cuba, the DaramRepublic,
El Salvador, Finland, Guatemala, Honduras, Nicaadlaraguay, Romania and Uruguay. On May 8, 2B/,
president of theComision para la Auditoria Integral Ciudadana desldratados de Proteccién Reciproca de
Inversiones y del Sistema de Arbitraje en Mateddrd/ersioneg"CAITISA”) delivered the final audit report of 27
bilateral investment treaties to former Presidemtr€a, which finalized a process initiated in 2008e audit report
concluded that bilateral investment treaties ateangdecisive tool for attracting foreign direct @stment, because
Ecuador only received 0.79% of the global foreigred investment that flowed to Latin America arftet
Caribbean. The principal sources of foreign diieeestment that flow into Ecuador are from Brakllexico and
Panama, none of which have a bilateral investnteatyt with Ecuador, and of the seven largest fore@gestors in
Ecuador, only 23% come from a country which hagadpal investment treaty with Ecuador. The CAIAI&port
recommended that Ecuador should enter into agrédsmeth direct investors on a case-by-case bafsyiag
more flexibility in regards to dispute resolutidauses, better protection for the Republic by tailp the definition
of “investment” more appropriately to the specificcumstances and a new framework for investoghitd and
obligations. On May 16, 2017, Ecuador formally demmed and terminated bilateral investment treatigh
Argentina, Bolivia, Canada, Chile, China, Francerr@any, Italy, Northern Ireland, the Netherlands;uP Spain,
Sweden, Switzerland, the United Kingdom, the Uni¢ates and Venezuela.

On December 12, 2014, representatives from Ecusddinistry of Foreign Commerce signed a trade
agreement with the European Union. For more inftion see “Balance of Payments and Foreign Tradeeidio
Trade—Trade Policy.”

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

Islamic Iran) signed a memorandum of understanditya banking and payment arrangement. The twontkemcts
provide for mechanisms to set up accounts, netifqgayments and other payment arrangements bettheetwo
central banks to facilitate future payments of eigbetween Iran and Ecuador. A third documentsigised by the
Agencia Ecuatoriana de Aseguramiento de CalidadAtgb de la Republica del Ecuadéthe “Agency for the
Quality Assurance of Agriculture of Ecuador”) ahe tPlant Protection Organization of the Islamic kg of Iran.
The document is a memorandum of understandingetablishes a framework for bilateral cooperatiormplant
guarantine methods in accordance with the IntesnatiPlant Protection Convention.

Ecuador previously entered into two other coopeeatigreements with Iran. The first, signed in Oetob
2011, is a memorandum of understanding that estedslia framework for bilateral cooperation on healitiatives.
The second, signed in June 2012, is a commeraieéatent that establishes a framework for any futaremercial
trade between Iran and Ecuador.

On November 11, 2016, Ecuador signed a trade agrgemith the European Union Council. The
agreement will allow Ecuadorian products (includfreling products, bananas, flowers, coffee, codeats, and
nuts) to have greater access to the European markee Ministry of Foreign Commerce estimates tthas
agreement will increase the Ecuadorian supply ofiganto and from the European Union by 1.6% @aR0. In
January 2017, both the European Union and Ecuatduemented the trade agreement on a provision&.bas

Regional Organizations

Ecuador also maintains close ties with most afi@ghboring countries and participates in severgional
arrangements to promote trade, investment and cesrviAs a member of the Latin American Integration
Association (“ALADI"), a regional external tradesagiation, Ecuador and the other signatories (AnganBolivia,
Brazil, Chile, Colombia, Cuba, Ecuador, Mexico, &aa, Paraguay, Peru, Uruguay and Venezuela) hankeato
remove regional trade restrictions among membaomat Ecuador also forms part of tiemunidad Andina de
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Naciones(“Community of Andean Nations”) along with ColombiBeru and Bolivia. Among the organization’s
greatest achievements is the free flow of merctsandi Andean origin and the free mobility of membeate
citizens. Ecuador is also a member of t&anza Bolivariana para los Pueblos de nuestra AczéLatina
(“ALBA”) along with Venezuela, Bolivia, Cuba, andh@r Caribbean nations. In February 2012, ALBA rhers
signed an agreement to createegpacio de interdependenci,shared economic development zone between all
members. Ecuador is also linked to Mercosur (c@sedrof Argentina, Brazil, Paraguay, Uruguay andézeela

as party states), as an associate member and &adnbéed to participate as a full member and member of
CAF, who has helped Ecuador finance several trategpm and infrastructure projects. In Novembéil@,
Ecuador entered into the Protocol of Accessionafdgdor to the Trade Agreement with Colombia andi Réong
with the EU, Colombia and Peru.

In 2008, Ecuador, along with eleven other natichrgéntina, Bolivia, Brazil, Colombia, Chile, Guyana
Paraguay, Peru, Uruguay, Venezuela and Surinargagdia treaty establishing the Union of South Aoaeri
Nations. The organization’s General Secretariat itagpermanent headquarters in the city of Quitbjlavits
Parliament will be located in the Bolivian city Gochabamba. As of 2010, Ecuador forms part ofGReAC.
CELAC promotes the integration and developmentasfrLAmerican 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, pursuadat
CONSEP’s recommendation to decrease the illicitketaior narcotics, the Ecuadorian penal code wismed to
decriminalize certain amounts of narcotics, inahgdimarijuana and cocaine. In the same month, Bcuad
unilaterally rejected further benefits from prefeial tariff program provided by the United Staigsvernment
under the Andean Trade Promotion and Drug Eraditafct (the “ATP-DEA”). These benefits bestowed
preferential treatment to certain Ecuadorian prtxlic exchange for the Republic’s efforts in conrmatdrug
trafficking in Ecuador. The rejection of the tarfffogram ends tax-free treatment of approximatel$.$223
million worth of goods exported by Ecuador into thé&. per year. The rejection of the ATP-DEA bésehs well
as the penal code reforms, reflect a change indecisgaapproach towards narcotics. According to GBR, this
change is a policy that “criminalizes the drug, prdtects the rights of the addict.” The policfleets the guideline
set by Article 364 of the 2008 Constitution, whidkfines addiction as a public health problem amestthat
addicts must not be criminalized nor suffer animgfement of their rights due to their addictions.

55



THE ECUADORIAN ECONOMY
Gross Domestic Product

In 2012, the economy of Ecuador grew by 5.6% in terans, which was mainly driven by an increase in
fixed capital formation and public sector consumpti 10.6% and 11.4%, respectively. Gross fixed tabpi
formation in 2012 increased, in real terms, by $1%8 billion due to the various infrastructurejpects and public
sector investments undertaken by Ecuador that yéan more information, see “The Ecuadorian Econemy
Strategic Sectors of the Economy—Electricity andtéi/a Foreign debt reached U.S.$10.87 billion, alhi
represented 12.4% of GDP, while the annual yearwdiation for the year was 4.2%.

In 2013, the economy of Ecuador grew by 4.9% il telans, which was mainly driven by continued
increases in fixed capital formation and public tesecconsumption, which increased by 10.4% and 10.3%
respectively. Foreign debt reached U.S.$12.9Bbijllwhich 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% i teans, which increase was mainly due to the
continuing growth of the construction and manufentysectors of the economy. Year-end externat felt2014
reached U.S.$17.58 billion, which represents 17d2%DP, while the annual year-end inflation for tear was
3.7%.

In 2015, the economy of Ecuador grew by 0.2% i teans. This decreased level of growth when
compared with prior years was mainly due to de@@asvenues resulting from the decline in the pofcal. Year-
end external debt for 2015 reached U.S.$20.23obijllwhich represents 20.2% of GDP, an increase5d%
compared to 2014. This increase was primarilytdutae issuance of the 2020 Bonds. The rate afhpi®/ment
increased from 3.8% in 2014 to 4.8% in 2015 due teneral slowdown of the economy in 2015 thattbefbb
losses in both the private and public sectorsatiaih for the 12-month period ending in DecembetS28ecreased
from 3.7% in 2014 to 3.4% in 2015 due to a decr@adee price of certain foods, primarily shrimpdachicken.

Inflation for the 12-month period ending in DecemBé&, 2016 decreased to 1.1% from 3.4% for the 12-
month period ending December 31, 2015. This deersadue to a decrease in the price of certain gatsn motor
vehicles and fruits and vegetables as a resubrfpetition from Peruvian agricultural products einig the market,
the impact on the price of imported goods as altre$wa stronger dollar and the application of agrtadditional
tariffs. Inflation decreased from 1.4% for the 12nth period ended August 31, 2016 to 0.3% for tAenbnth
period ended August 31, 2017 primarily due to arekese in prices of furniture, home goods, itemgaHerroutine
conservation of homes, clothing items, footwear divérse goods and services, including items fosqreal care
caused by the reduction in the value-added tax 4% to 12% and a reduction in 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 thespof oil, a stronger dollar and the impact oé thedernales
Earthquake.

According to the Central Bank’s quarterly bulletim the second quarter of 2017, real GDP for thet fix
months of 2017 was U.S.$35,291 million, comparedJt8.$34,335 million for the first six months of 1)
representing an increase of 2.8% in real termss ifwrease is mainly due to a growth of 3.8% in eorasumption
expenditures as a result of an increase in prastucif private sector entities, mainly related twaficial services,
production of glass, ceramics and cement, manufagtwf machinery and equipment, manufacturing atah
products and manufacturing of transportation eqaipimLikewise, the performance of the private potide sector
is further fostered by an increase in consumpshiowing a quarterly variation of a non-oil grossdurction increase
of 2.8%. In the first six months of 2017, the noatiGDP reached U.S.$50,772 million representintnarease from
the U.S.$48,912 million in the first six months26f16.
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Real and Nominal GDF

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

For the Year For the Six Months
Ended December 31, Ended June 30,
2012 2013 2014 2015 2016 2016 2017
Real GDP (in millions of U.S.$) .....cccoovviniiniiiiimcciens 64,362 67,546 70,105 70,175 69,068 34,335 35,291
Real GDP growth ... 5.6% 4.9% 3.8% 0.1% -1.6% -2.9% 2.8%
NOMINAI GDP ... et 87,925 95,130 101,726 99,290 98,614 48,912 50,772

Source: Based on figures from the Central Bank @urbr National Accounts for the Second Quarter @2

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

For the Year Ended December 31, For the Six Months Ended June 30,
% of % of % of % of % of
2014 GDP 2015 GDP 2016 GDP 2016 GDP 2017 GDP
Manufacturing................... 13,717 13.48 13,513 13.61 13,622 13.81 6,801 13.96,952 13.69
Construction...........cceeeeueen. 10,891 10.71 11,125 11.20 11,871 12.04 6,002 12.2%,620 11.07
Petroleum.........cccooveeenn, 10,913 10.73 4,344 4.38 3,375 3.42 1,512 3.09 1,9673.87
Trade (commerce).............. 10,545 10.37 10,218 10.29 9,637 9.77 4,761 9.73 36,0 9.92
Agriculture.........ccoceveeieenne. 8,122 7.98 8,406 8.47 8,344 8.46 4,120 8.42 4,347 56 8
Community services.......... 7,833 7.70 8,499 8.55 8,692 8.81 4,277 8.74 4,454 77 8
Government servicés......... 6,682 6.57 6,660 6.71 6,849 6.95 3,451 7.06 3,415 .73 6
Administrative activity® ...... 7,016 6.90 6,887 6.94 6,388 6.48 3,190 6.52 3,154 216
Transportation.................... 4,338 4.26 4,773 481 5,139 5.21 2,529 5.17 2,687 .29 5
Finance and insurance....... 3,166 3.11 3,165 3.19 3,094 3.14 1,517 3.10 1,720 .39 3
Telecommunications.......... 2,127 2.09 1,984 2.00 1,972 2.00 974 1.99 1,034 420
Electricity and water........... 1,253 1.23 1,509 1.52 1,594 1.62 748 1.53 918 1.81
Shrimp ...ooieen 563 0.55 445 0.45 499 0.51 240 0.49 257 0.51
MINING ..o 354 0.35 346 0.35 449 0.46 214 0.44 238 0.47
Others®.... . 14,208 13.97 17,427 17.55 17,088 17.33 8,576 1753 8,972 17.67
Total GDP 101,726 100 99,290 100 98,614 100 48,912 100 50,772100

Source: Based on information from the Central Bank.

(1) Table measures gross value added by econowtiorsend corresponding percentage of Nominal GDP.

(2) Includes manufacturing other than petroleurmneg.

(3) Includes Public Defense and Social Security Adstration.

(4) Includes Professional and Technical Adminigbrat

(5) Includes fishing, petroleum refining, hospitakind food services, domestic services, otherices\and other elements of 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 Six Months

For the Year Ended December 31, Ended June 30,

2012 2013 2014 2015 2016 2016 2017
Real GDP Growth ........ccc.ccvieiiieiecmeeceecennen, 5.6 4.9 3.8 0.1 -1.6 -2.9 2.8
Import of goods & serviced ...........c..ccooe..... 0.8 7.0 4.8 8.2 -10.3 -17.6 9.4
Total Supply of Goods & Services................. 4.5 5.4 4.0 -1.9 -3.5 -6.3 4.1
Public Sector Consumption ...............ce. commme.e 111 10.3 6.7 2.1 -1.7 -2.8 1.6
Private Consumption..........ccccocevvesiiemmemeeennens 2.9 3.9 2.7 -0.1 -3.6 -5.6 3.9
Gross Fixed Capital Formation 10.6 104 2.3 -6.2 -8.1 -10.7 -2.8
Exports of goods and serviées.... 55 2.6 6.2 -0.6 2.0 0.1 1.9
Total Final Demand..............ccccooviiiiimmmncene 4.5 5.4 4.0 -1.9 -3.5 -6.3 4.1

Source: Based on figures from the Central Bank @urbr National Accounts for the Second Quarter @2
(1) Corresponds to figures from “Real GDP by Expemd” table.

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

Table 2: Per Capita GDF
For the Year Ended December 31,

2012 2013 2014 2015 2016
Per capita Nominal GDP (current U.S.$).......ccoeeueene. 5,665 6,031 6,347 6,099 5,966
Per capita Real GDP .........ccccooveeniceenn. . 4,147 4,282 4,374 4,311 4,179
Population (in thousand). 15,521 15,775 16,027 16,279 16,529

Source: Based on figures from Table 4.3.5 of theti@eBank’s Monthly Bulletin for July 2017.
(1) Population figures correspond to projected fapen annual figures from 2010 census.

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

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

For the Year Ended December 31, June 30,
2012 2013 2014 2015 2016 2016 2017

Consumption

Public Sector Consumptian..........c.ccceeeuennee. 8,712.1 9,609.8 10,252.3 10,471. 10,293.4 5,132.6 5,214.3

Private Consumption ............ccccvviiuvimmcmeenns 40,361.9 41,942.3 43,088.8 43,049 41,485.0 20,559.2 21,349.9

Total ConsSuMpPLion .......cccceevevieeierieeeeeee, 49,074.0 51,552.1 53,341.2 53,521 51,778.4 25,691.8 26,564.2
Gross Investment

Gross Fixed Capital Formatian... .. 16,496.2 18,214.1 18,626.3 17,465 16,049.4 8,071.7 7,848.5

Change in Inventory ........cc.cccoeeveriisensenne. 380.3 261.3 471.2 -123.1 -508.5 -461.9 472.9
Exports of goods and servi¢es.... ... 17,756.0 18,210.3 19,342.0 19,218 19,610.2 9,736.4 9,923.1
Imports of goods and servicés.............c......... 19,3441 20,691.6 21,6754 19,907 17,861.0 8,702.9 9,518.0
REAIGDP ...ttt 64,362.4 67,546.1 70,1054 70,174.7 69,068.5 34,335.2 35,290.8

Source: Based on figures from the Central Bank @urbr National Accounts for the Second Quarter @2

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

Economic and Social Policies

During his term, former President Correa soughteform certain aspects of the Ecuadorian economy in
order to comply with constitutional mandates. @iertreforms were undertaken as legislative progosahich
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require the National Assembly’'s approval. Otheomnefs were undertaken by the executive branch andatio
require legislative approval. The reforms weresistent with the Correa administration’s objectteepromote

economic growth, while reducing poverty and ineijyand fostering social progress. Below is afodiescription

of the most relevant major economic and finan@&mm initiatives since 2008.

The 2008 Constitution

One of the most important objectives of the 2008<Titution was to grant control over the CentrahBo
the executive branch. Section 6, Article 303 @& #0908 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 exeocativanch and its agencies.

Another relevant reform embedded in the 2008 Cturtigtn is the creation of a debt and finance corneait
(the "Debt and Finance Committee”), tasked withleaing and approving issuances or incurrence wérggn
debt. The Debt and Finance Committee is compri$eédeoPresident or his delegate, the Minister ofakce or his
delegate, and the National Secretary of Plannimg2evelopment or his delegate. The sub-secretacharge of
public debt, Undersecretary of Public Finance, astthe secretary for the committee. See “Publiat-B&eneral.”
Other important reforms include the establishméningtations on the proceeds of public borrowirfgt{cle 289)
(see “Public Debt—General”), the establishment rafslential 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). Irayvi2011,
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.

Former President Correa announced that he wouldumofor a subsequent term, and, accordingly, the

2017 Election was held on April 2, 2017. Presidelareno was elected with 51.16% of the votdhe CNE
declared President Moreno as president elect ol Ap2017. Both the OAS and Unasur monitored tleeteons
and recognized the transparency of the electoolegss and the election results. On April 13, 2CINE approved
the recount of approximately 11.2% of the totalldtal cast in the run-off election due to a claimadieged
inconsistencies by CREO-SUMA and Alianza PAIS. OpriA18, CNE broadcast a live recount of the ballot
subject to the claim. International observers, tjpali delegates of Alianza PAIS and representativesocial
organizations monitored the recount. The recoutifig@ President Moreno as the winner of the ruhedéction
with 51.16% of the votes. President Moreno assutmegbost of President of Ecuador on May 24, 201 dorge
Glas as Vice President for a four-year term.

On April 13, 2016, a request soliciting the Comiinal Court’s opinion on the feasibility of a eeéndum
to eliminate such a transitional provision was ateg. The Constitutional Court held that pursuanirticle 441
of the 2008 Constitution, in order for the referemdto take place, certain formal requirements nhgstmet
including a petition signed by at least 8% of titzens registered in the electoral roll. The Ag8, 2016 decision
of the Constitutional Court did not specify a titimeit for the referendum to be held.

Budget Reforms

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

Bank Supervision

Enacted in December 2008, they de Creacion de la Red de Seguridad Finandi#tenancial Safety Net
Law”) created a regulatory framework for Ecuaddsgking sector. The objectives of the law werettengthen
the supervision of the financial sector, creatgaidity fund and a deposit insurance system fer lenefit of the
Ecuadorian banks and financial institutions, anddgtablish clear mechanisms for bank dissolutioRer more
information on this law, see “Monetary System—~FiciahSector.”

Tax Reforms

Enacted in December 2008, they Reformatoria a la Ley de Régimen Tributaricetnb y a la Ley
Reformatoria para la Equidad Tributaria del EcuadffReform Act to the Internal Tax Regime Law anck th
Reform Act for Tax Equity in Ecuador”) reformed theisting tax system by improving the mechanismsvhich
the Government collects tax revenues. The obgstof the law were to reduce tax evasion, imprakectand
progressive taxation, increase the tax base, andrge adequate incentives for investment in ecanagativity.
On December 29, 2014, the National Assembly enaetecbrporate tax reform relating to the taxation of
shareholders of Ecuadorian companies who resithxihavens. The reform increases the corporateataxo 25%
from 22% if an Ecuadorian company’s owners areh@aen residents who own collectively more than 50%he
company. In addition, the tax reform exempts camgsafrom corporate taxes, for a period of ten gefar profits
related to new and productive investments as defime the Cédigo Organico de la Produccié@iProduction
Code”). For more information on these laws and otag reforms, see “Public Sector Finances—Taxatind
Customs,” and “Public Sector Finances-Tax Reforms.”

Mining Law

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

On June 13, 2013, the National Assembly passednandment to the Mining Law, imposing an 8%
ceiling on previously open-ended royalties, stréaimg the permits required for mining, and elimingt windfall
taxes for companies until they have recouped thegstments. For more information on the Miningv_gee “The
Ecuadorian Economy—Strategic Sectors of the EcoreMining.” In June 2014, former President Correa
announced on national radio that the Republic oiddnto amend its existing mining laws. In an wi@wv, the
Minister of Coordination of Strategic Sectors dfatkat the principal objective of these new lawdasattract
investment in the mining sector. On December2P4, the National Assembly passed amendmentetblihing
Law that include the recognition of the mining igin Ecuador of national or foreign natural ordegersons with
companies domiciled, constituted or located initaxens as partners, shareholders or participanésamendments
to the Mining Law also eliminate the payment of &#4he total transaction value for the right toistgr transfers
of stock or equity in a mining concession in theu&dorian stock exchange or in foreign stock exchan®n
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November 25, 2015, Decree No. 823 established amemtd to thékeglamento General de la Ley de Mingtize
“General Regulation to the Mining Law”) which furaris to implement efficiently reforms to the Minihgw. The
amendments to the General Regulation to the Mihiagy provide for the following among others: (i) alow
individuals to request the inclusion of open ameason the list prepared by the mining authoritythe bidding
process; (ii) to exclude the obligation to submivieonmental matters in proposals; (iii) eliminathe obligation to
provide for a 2% guarantee over the proposed ime&st amount;, (iv) that small and medium mining
concessionaries are not under the obligation to sigloitation contracts nor service contractsiti(at the transfer
of mining rights does not require the authorizatmnthe Environment Ministry; (vi) for the elimiriah of a
requirement imposed on concessionaires to makgraqud of an amount equal to 25 basic unified wagesder
to be able to request an extension in the periatitgd for the defense of concessionaire interesds(si) the
establishment of a calculation of royalties oveg tret income of principal and secondary minerateived by
concessionaires.

Public Corporations Law

Enacted in October 2009, they Organica de Empresas PublicéPublic Corporations Law”) created
economic, administrative, financial and manageneentrol mechanisms for public companies in accocdanith
the 2008 Constitution. The objectives of the lagrevto regulate the formations, mergers, and lajiods of public
companies outside the financial sector and thatabpen Ecuador or abroad. To achieve those abgestthe
Public Corporations Law:

» determines the procedures for the formation of ipudstterprises that are required to manage stategi
sectors of the Ecuadorian economy;

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

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

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

Renegotiation of Oil Field Contracts

Enacted in July 2010, the reform to the Hydrocasbbaw replaced the old system of oil revenue profit
sharing contracts with a new contract system whetleb Republic owns oil production in its entirebgnefiting
from all revenue windfalls that result from pricetieases. The objectives of the reform were tdeaby Articles 1,
317, and 408 of the 2008 Constitution, which stias natural resources, such as oil, are parteoh#tional heritage
of Ecuador and that the Government shall earntprbbm 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, produiaosts, 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 infommabn the Hydrocarbons Law, see “Strategic Seavbrthe
Economy—Oil Sector.” A number of oil companies @aued Ecuador in connection with the modificatibtheir
contracts resulting from the reform of the Hydrdwars Law. See “Legal Proceedings—Windfall Profitsx
Litigation.”
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Public Planning and Finance Code

Enacted in October 2010, tl@&digo Orgénico de Planificacion y Finanzas Pubdi¢éPublic Planning
and Finance Code”) created a new financial regulaggstem pursuant to the 2008 Constitution. Tjeatives of
the law, among others, were to develop and coadteinational and regional governmental planningrauae the
rights of citizens through equitable resource allimn and increased citizen participation in fragnpublic policy,
and strengthen national sovereignty and Latin Acaeriintegration through public policy decisionso dchieve
those objectives, the Public Planning and FinaradeC

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

» sets an explicit total public debt ceiling of 4096GDP including Central Government, non-financial
public sector and Autonomous Decentralized Govemms@ee “Public Debt—General”);

» allows the Ministry of Finance to issue short-t@reasury notes with a term of less than one yéar (t
“CETES”"), at its discretion, without having to umde the same approval process required for long-
term internal and external sovereign debt;

» allows for the establishment of citizens’ commistéer financial public policy consultations;

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

* establishes the functions and responsibilitiehef@ebt and Finance Committee (See “Public Debt—
General).

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

Production Code
Enacted in December 2010, the Production Code wneestarl to stimulate investment and increase the
production of goods and services. The objectivahig law was to create fair guidelines that wobklance

workers’ rights with economic incentives for inn@st. To achieve that objective, the ProductioneCod

» provides guidelines for th€onsejo Nacional de Salarig&\ational Council on Wages”) to consider
in setting the minimum wage;

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

* creates tax incentives for investors, including®ar&duction on capital gains tax and the elimimatio
of up-front taxes on any new investment.

Law for Market Power Control and Regulation

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

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

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

* ataxincrease on cigarettes and alcoholic beverage

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

» the creation of a vehicle pollution tax.

Law Reforming the Financial Institutions Law ane fRestructuring Financial Taxes Law

Enacted in March 2012, theey Reformatoria a la Ley General de InstituciodekSistema Financieroy a
la Ley de Reordenamiento en Materia Econémica ékred Tributario Financierq“Law Reforming the Financial
Institutions Law and the Restructuring FinanciakdslLaw”) was created to strengthen prior legisiatielated to
mutual savings and housing credit associationse dijjective of the law was to incorporate the cphoé social
capital and the framework of economic sustaingbitit mutual savings and housing credit associatiofse law
provides mutual savings and housing credit assongmwith political, economic and property rightspgromote the
social well-being of its members.

Comprehensive Law for the Regulation of Housing Antbmobile Loans

Enacted in June 2012, they Orgénica para la Regulacidén de los Créditosgpativienda y Vehiculos
(“Law for the Regulation of Housing and Automobil@dns”) was created to protect debtors in housind) an
automobile loan transactions. The law containsiprans, among others, that establish that cobiarthese loans
may only consist of the asset acquired throughdhe and that the debtor of the loan may not usatguired asset
as collateral in other loan transactions.

Comprehensive Law of Redistribution of Income tmi& Expenditures

Enacted in January 2013, they Organica de Redistribucion de los Ingresos paraGasto Social
(“Comprehensive Law of Redistribution of Income f8pcial Expenditures”) was created to direct ecogomi
resources towards the financing of certain keyadoekpenditures that generate economic activityor fRore
information on this law, which includes tax reformeee “Public Sector Finances—Taxation and Customs.

Law to Strengthen and Optimize the Corporate araliffigees Sector

Enacted by the National Assembly in May 2014, lthg Organica para el Fortalecimiento y Optimizacion
del Sector Societario y 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@ihe “Committee for Securities Market Regulatioré)new regulatory agency
that is responsible for establishing public polioy Ecuadorian insurance and stock markets andaicemules for
their operation and control. The agency consistgavernmentally appointed members, one of whichhis
delegate for the President. This new regulatorgybieplaces th€€onsejo Nacional de Valorgghe “National
Services Commission”) in formulating securitiesigiels. The purpose of creating this new regulabwgy was to
ensure that the regulation of this market was i llands of public servants as opposed to publicpaivdte
individuals, as was the case with the National 8esvCommission.
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Monetary and Financial Law

In September 2014, the National Assembly enactedvtbnetary and Financial Law in order to address
weaknesses of the Republic’s financial system stegifnom the banking crisis in 2000. To achieweadbjectives,
the Monetary and Financial Law creates a new réguyldody, the Committee of Monetary and Finan€lalicy
Regulation, to oversee and regulate the execufiomooetary, foreign exchange, financial, insurarmcel securities
policies of the country. The committee is comptisédelegates from Ecuador’s Ministry of Finanites Ministry
of Production and Industrialization, the Nationat&tary of Planning and Development, the Ministrconomic
Policy, and a delegate appointed by the PresidEmé principal function of the committee is to as&z and monitor
the liquidity requirements of Ecuador’s financigst®m, ensuring that liquidity remains above cartavels (to be
determined by the Committee of Monetary and Fir@nBilicy Regulation). The law also creates a 1sd#pa
internal auditor for the Government’s financial iges$, establishes certain norms for the CentraikBand the
Superintendent of Banks regarding their budget,p@se&, and their supervision, and sets forth repprti
requirements to the Committee of Monetary and FiiedrPolicy Regulation. The law also explicitlytaislishes
that certain accounts in the Central Bank, inclgdine accounts used for the deposits of the COSRfEthe
Liquidity Fund, are subject to sovereign immunitylacannot be subject to attachment of any kind.

The law further establishes that all transactionspetary operations and accounts in the Republic of
Ecuador will be expressed in U.S. dollars. Othastiens of the law make reference to an electrgaigment
system to facilitate payments to vendors. 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 electcopayment system is backed by a physical dollasnat time
deposited or credited to an individual user, anitl & backed by liquid assets in the Central Ba@a August 7,
2014, mobile phone carrier Movistar signed an agesg with the Central Bank to establish accountas®e the
electronic payment system. In December 2014, libetrenic payment system began operating. Accortinthe
Central Bank, as of May 2016, approximately U.S$illion was in circulation in Ecuador in electrorgarrency.
The law further established that further detaitgarding this payment system may be set forth byCt@mittee of
Monetary and Financial Policy Regulation in regoias and laws. The Committee of Monetary and Feran
Policy Regulation drafted various laws issued by National Assembly, including the Law to Balanaghli®
Finances and the Law of Solidarity, both of which described herein, incentivizing and further tatig the use
of electronic money. For more information regagdthe Monetary and Financial Law, see “Monetaryt&ys—
Supervision of the Financial System.”

On November 24, 2016, the Monetary and FinancifityPand Regulation Board issued Resolution No.
302-2016-F, amending Resolution No. 273-2016-F myrdasing from 2% to 5% the reserves that financial
institutions with more than U.S.$1.0 billion in essare 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®ease
the use of information technology in rural sectorShe objective of the law was to foster compatitamong
telecommunication providers in order to increagedhality of telecommunication services in the ¢aounThe law
applies to all companies that provide or facilitdite transmission of voice, video, data or any otijge of signal
via physical or wireless means. Under the Telecanmiocations Law, companies whose market share egceed
certain thresholds must pay a corresponding taxh& Government, which tax increases depending en th
percentage of market share held. For example, aoniap that hold a market share higher than 75% paysthe
Government a tax equal to 9% of their total revender the year. In addition, the law provides that
telecommunications companies must provide theriges in Shuar and Quechua as well as in Spanish.

64



Labor, Justice and Home Maker Recognition Law

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

Law for the Remission of Interest, Penalties anetisarges

On May 5, 2015, thd,ey Organica de Remision de Intereses, Multas yaiges(the “Law for
the Remission of Interest, Penalties and Surchyrgess published and became effective. This lawiges a
rebate of 100% or 50% of the interest, penaltied any other charges applicable to outstanding taweip
obligations, provided such obligations are paidibly 28, 2015 or September 9, 2015, respectivélyis law also
provided new exemptions to the 5% Currency Outfibax including credits granted to Ecuadorian finahci
institutions by qualifying international financiaistitutions or specialized non-financial instituts, intended for
purposes of financing housing, microcredits or padve investments.

Civil Procedure Code

On May 12, 2015, a ne®@dédigo Organico General de Procesftise “Civil Procedure Code”) creating a
new homologation process involving additional cqundcedures for the enforcement of foreign arbdratiwards
in Ecuador, were approved and enacted by the Natidesembly. Under the new Civil Procedure Codeg; an
judgment rendered by a properly constituted adbitibunal would be enforceable against the Rejuhbfter an
homologation process before a Provincial Civil GanfrJustice, without re-examination of the issygsyvided it
complies with the requirements established in thaty between Ecuador and the country in which guggment
has been rendered, or in the absence of such,tvdagy the formalities set forth in Articles 104951and 106 and
other relevant provisions of the General Code otBdure are met.

Law on Incentives for Public-Private Joint Ventuessl 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 céntéax benefits
such as a ten-year income tax exemption, amongth&his law also provided new exemptions to the 5
Currency Outflow Tax including foreign payment tsantions made by public-private partnerships esteddl 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 Rcds (the “Law to Balance
Public Finances”) was published and became effectiith the purpose of strengthening dollarizatiord a
correcting abuses in tax benefits and redistrilmstio According to a March 19, 2016 announcementobyer
President Correa, the law would also generateiadditrevenue needed to offset the decline inrodgs. In order
to achieve its goals, the law regulates and disges excessive consumption of cigarettes, alcohelierages and
sweetened beverages through a special consumgtion Additionally, the law promotes the use of &latic
money and credit cards issued by entities thapareof the national financial system by refundi?% and 1% of
payments made with electronic money and credit, g&spectively, directly to consumers. The lavwaseks to
halt currency outflows by discouraging the transieitarge amounts of cash and encouraging insteadise of
electronic means of payment.
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Law of Solidarity

On May 20, 2016, the thkey Orgénica de Solidaridad y de Corresponsabilidaiddadana para la
Reconstruccion de las Zonas Afectadas por el Teterde 16 de Abril de 201@he “Law of Solidarity”) was
published and became effective in an effort toloeate public funds other than those for health eddcation,
toward reconstruction effort resulting from the Eediles earthquake. The Law of Solidarity inctuttes following
measures:

* increasing the value added tax by 2% (from 12%48)lfor one year from June 1, 2016, of which an
additional 2% may be refunded if payments are madk electronic money (i.e. a 4% VAT
reimbursement applies in payments made with eleictrmoney). On June 1, 2017, such rate returned
to 12%;

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

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

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

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

Law to Eliminate Money Laundering and the Finanaofi@Crimes

On July 21, 2016, theey Organica de Prevencion, Deteccion y Erradicacdel Delito de Lavado de
Activos y del Financiamiento de Delitfthe “Law to Eliminate Money Laundering and thedfining of Crimes”)
was published and became effective. This lawtenitied to prevent, detect, and eliminate moneyderimg and the
financing of crimes by creating a registry of “unal and “unjustified” financial operations andngactions. In
addition to the institutions that are part of tiveahcial 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, thkeey Organica de Incentivos Tributarios para VariBectores Productivos e
Interpretativa del Articulo 547 del Cddigo Organide Organizacion Territorial, Autonomia y Desceligacion
(the “Law on Tax Incentives”) was published anddmee effective. The Law on Tax Incentives is intmhdo
encourage productivity by extending tax incentitceadditional sectors of the economy. The law distadss income
tax deductions for micro, small and medium sizedilesses that provide private health insurancehé&ir t
employees and income tax deductions for public es@imercial transport operators equal to the valuthe
vehicles owned by such operators.

Law to Regulate Companies that Finance Pre-paidltiegervices and Health Insurance Companies

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

On October 21, 2016, tHeey de Fortalecimiento a los Regimenes Especia@eSegjuridad Social de las
Fuerzas Armadas y de la Policia Naciofihle “Law to Strengthen the Social Security Systérthe Armed Forces
and National Police”) was published and becamectie The law is intended to make the nationateayn of
social security more sustainable over time by m@ladjustments and improvements to the pensionsublfig
servants from Ecuador’s Armed Forces and Nationht®

Decree 1218

On October 25, 2016, pursuant to Article 147, G#ali3 of the 2008 Constitution, former Presidentr&or
exercised his presidential authority to issue immaeting regulations and signed Decree 1218, whiokdlifes
Article 135 of the General Rules to the Public Rlag and Finance Code. Decree 1218 changes theduoitiyy
that the Ministry of Finance uses to calculate4B&b total public debt to GDP ceiling established\iticle 124 of
the Public Planning and Finance Code. This changeethodology effectively reduces the amount oérimal
public debt taken into account for purposes of ating the 40% total public debt to GDP ceilingr R further
discussion of the impact of Decree 1218, see “—iPu¢bt.”

Law to Eliminate Speculation on Land Values and Hiaing

On December 13, 2016, theey Organica para evitar la Especulacién sobre alov de las tierras y
fijacion de tributog(the “Law to Eliminate Speculation on Land Valaesl Tax Fixing”) was published and became
effective. This law is intended to create a mayaaé distribution of wealth and resources in Ecuadbhis law
imposes a tax of 75% on capital gains obtained ffoensale of real estate in excess of an amourd ¢g24 basic
unified wages, or U.S.$9,000 as of the time theimmim wage for the year 2017 went into effect. Tlaev to
Eliminate Speculation on Land Values and Tax Fixalgo imposes more stringent property record keepin
obligations on the Autonomous Centralized Goverrisien

Law to Reform the Organic Law of Public Service aatdor Code

On December 20, 201the Ley Organica Reformatoria a la Ley OrganicaS#gvicio Publico y al Cédigo
de Trabajo(“Law to Reform the Organic Law of Public ServicedaLabor Code”)was published and became
effective. Under this law, a public servant wieages to work for a public institution receives$ famuneration up
until the last day worked on the last month of wawthout receiving payment for the remaining dagsworked on
that month. The aim is not to overcompensate tleosployees partially working during a month as @gabto
those who work the full month.

Organic Code for the Environment

On April 12, 2017 theCdodigo Orgéanico del Ambientghe “Organic Code for the Environment”) was
published. The Organic Code for the Environment Wdcome effective on April 12, 2018, and will réage
activities that generate impact and damage tonkEement as well as allocate oversight of thegeities to the
Autoridad Ambiental Naciondthe “National Environmental Authority”), th&istema Unico de Manejo Ambiental
(the “Office for Environmental Management”) and #hetonomous Decentralized Governments upon ceatibo.
This code’s general principles include: an emphésissustainable development, clean technolog\grradtive
energies, and additions to production costs afi@dlessary measures to prevent, avoid or reduagipglictivities.
This code also provides for studies of environmantpact, environmental management plans as wedbastions
and infractions due to violations of environmemiafms.

Law to Restructure Debt of Public Banks and Cld3adks
On April 18, 2017, théeypara laRestructuracion de Deudas de Banca Publica, Bareaa@a y Gestion

del Sistema Financiero Nacional y Régimen de Val@tee “Law to Restructure Debt of Public Banks &ldsed
Banks”) was published and became effective. Thisi¢aintended to restructure and forgive debt {bebt”) arising

67



from the 1999 financial crisis in Ecuador which ppied the closure of seventeen banks. The Law $strirdure
Debt of Public Banks and Closed Banks forgives [éhtp to U.S.$150,000 that is owed by survivinguges and
surviving cohabiting partners of deceased debtorsall as by debtors who are incapacitated. litiaddtheLaw to
Restructure Debt of Public Banks and Closed Baokgviesexpenses, surcharges, and interest payments afrslebt
of the BNF so long as the debtors make paymeritleiat 5% of the principal owed to BNF.

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

On May 5, 2017, théey Orgéanica del Sistema Nacional de Infraestrugtural del Transporte Terrestre
(the “Organic Law for the National System of Roadrdstructure for Ground Transportation”) was pstéid and
became effective. The law establishes a regimetherdesign, planning, execution, construction, mheaiance,
regulation and control of infrastructure for grounahsportation and its complementary services. latveclassifies
roads by type to facilitate the approval of prgeir the construction of road infrastructure, ieegithese projects
to include studies of environmental and social ict@es well as of security of the rgahd allocates responsibility
to the central Government and the Autonomous Deakregd Governments to maintain the infrastructfrground
transportation.

On June 21, 2017, theddigo Orgénico de las Entidades de Seguridad Glada y Orden Publicdthe
“Organic Law for the Citizenship Security and Puabfdrder Entities”) was published. This law govethe
organization, institutional activities, professibdavelopment and administrative-disciplinary regeof citizenship
security and public order entities.

On July 31, 2017, th€ddigo Organico Administrativithe “Organic Administrative Code”) was published,
and it will become effective on July 31, 2018. Thae will unify the procedures, defenses, penaltied statutes of
limitations applicable in connection with admingtve proceedings other than tax proceedings. Autditly, this
code will repeal théey de Modernizacion del Estado, Privatizacionésgstacion de Servicios Pablicos por parte
de la Iniciativa Privada

On September 8, 2017, they Organica para la Aplicacion de la Consulta PtsuEfectuada el 19 de
Febrero de 2017the “Organic Law for the Application of the Refedaim Effective on February 19, 2017”) was
published and became effective. The law establiiegsthose who hold posts by popular election thede who
are candidates to such posts, those who hold pséiiant positions and those who aspire to holtl gpositions,
cannot own goods or capital in territories con®deiax havens. If those who already hold postsdpylar election
and those who already hold public servant posifion& goods or capital in tax havens, then theytroasiply with
this law or leave their positions by March 6, 20IBose who do not comply with this law by Marct2618 will be
removed from their positions.

On September 13, 2017, they Organica Reformatoria a la Ley Organica del\i&@o Publico (the
“Organic Law to Reform the Organic Law of Publicr8ee”) was published and became effective. Thig la
establishes a mechanism to regulate the tempo@riracting of public servants in public entities arder to
prevent public servants in temporary positions flmenoming permanent public servants, in practicéont being
subject to merit-based competitions.

Strategic Sectors of the Economy

Ecuador’s principal economic sectors are coordihateder the Ministry of Coordination of Strategic
Sectors. MICSE supervises and coordinates thevitgesi of the Secretary of Water, Ministry of
Telecommunications, Ministry of Electricity and Rsvable Energy, Ministry of Mines and the Ministry o
Hydrocarbons, who in turn are in charge of the wagtecommunications, electricity, and naturabreses (oil and
mining) sectors of the economy, respectively. @guently, public investment in these segments hasrgat a
rapid rate. The Government considers the watiecdenmunications, natural resources, and elegtrseittors to be
the most important sectors of the economy. In 2€i&l Government invested U.S.$7,017 million in ¢hesategic
sectors, compared to U.S.$6,536 million in 20132015, investment in Ecuador’s principal econongctars
decreased by 18% to U.S.$5,736 million. This deseewas due to the Government's decision to dezreas
investment in the oil sector in 2015 as a resubtxgfected lower revenues from oil sales. Investrrettie oil and
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mining sector decreased from U.S.$3,014 millior2@15 to U.S.$2,533 million in 2016. In 2016, thev&mment
invested U.S.$4,386 million in the strategic sextarompared to U.S.$5,736 million in 2015. In 201te

Government invested in water, telecommunicatioasynal resources and electricity, including investits made
Ecuador Estratégico, which was abolished on MayR4y7, and other areas of investments includingahmade by
Environment Ministry and the Public Enterprise Adrsirator of the Special Economic Development Z&ihesy

Alfaro ZEDE.

The total aggregate investment amount in the gfi@tectors from 2012 to 2016 was U.S.$28,024 onilli
For more information regarding the 2016 budget s#eaee “Public Sector Finances - 2015, 2016 and 201
Budgets.”

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

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

2012 2013 2014 2015 2016"
WALET ...ttt et a e e e e e e nnes 69 201 363 485 234
Telecommunications ..........cccccceeeie 371 433 298 322 217
Natural Resources (oil and mining) ... 2,544 3,915 4,339 3,014 2,533
EleCtriCity ....cooviieieiecce e 1,148 1,730 1,777 1,801 1,348
Ecuador EStratégiCo ........ccccevviriiineeesere e 109 191 175 57 28
Other investment) .........cccccueevevevmmeee e, 107 67 66.12 56.31 26
Total INVESIMENt ... 4,349 6,536 7,017 5,736 4,386

Source: MICSE Information available as of Decen@t6.

(1) Includes preliminary information. Public compshave yet to adjust their budgets.

(2) Includes investments made by the Environmentidttiy and the Public Enterprise Administrator bé tSpecial Economic Development
Zone Eloy Alfaro (ZEDE).

Ecuador Estratégico

Ecuador Estratégice main functions are to evaluate project proposalbmitted by municipalities,
administer and distribute funds towards approvegjepts, and supervise the completion and progrésach
project. According td&Ecuador Estratégicothe Mirador is the first mining project on a largcale. The Fruta del
Norte project is a gold and silver mineral depwedgih expected benefits considering the currentesriof those
metals. Financing for infrastructure projects lieeen procured through a selection process whempeting
financing offers are compared to determine theroffigh the most favorable terms. The process, tuaken by
Ministries under the supervision &fcuador Estratégicoin consultation with the Ministry of Finance, iggs a
percentage value to different aspects of an offec€, experience of the financing entity in thpetyof project, and
overall experience, among others). Projects withh Hevels of financing emphasize the price offelsdthe
financing entity and assign a large percentageevadiprice. Then, competing offers are grantedtgailepending
on their qualifications. The financing entity withe most points is then chosen to finance theeptojFinancing
has also been procured through joint venture coistrand direct investment through a grant of a ession and
service contracts.

On February 13, 2015, former President Correa digiexree 578 (“Decree 578"), which creates the
Ministerio de Minag"Ministry of Mines”) and renames the Ministry ofdN-Renewable Resources as Khiaisterio
de Hidrocarburos(“Ministry of Hydrocarbons”). Decree 578 was signeith the purpose of establishing one
ministry to supervise and regulate geological, maheand metallurgical activities in the countryhish were
formerly undertaken by the Ministry of Natural Resmes and the Vice-Ministry of Mines. The Ministof
Hydrocarbons will continue to supervise and regulait related activities in Ecuador in the sameacity as the
Ministry of Non-Renewable Resources.
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QOil Sector

Ecuador’s oil reserves are managed directly bystained oil companies Petroecuador and Petroamsizona
and through service contracts with other Ecuadodad foreign companies. Oil exploitation operaticare
conducted under the supervision and regulatiomefMinistry of Hydrocarbons acting through the Hyahrbons
Regulation and Control Agency and the HydrocarbBasretariat of Ecuador. The Hydrocarbons Secagtafi
Ecuador also provides technical, economic and leggpport in service contract origination and pulilidding
processes. In November 2012, former President Eaigned decree 1351-A (the “Consolidation Decreshich
consolidated the operations of Petroecuador andodtetzonas allocating exploration and exploitatmn
hydrocarbon resources to Petroamazonas and traasmor refining and commercialization activities t
Petroecuador.

While revenues from oil exports (including oil dexiives) decreased from 2012 to 2016, non-petroleum
sources of revenue in the non-financial publicaertcreased during that time period. As a resh#,percentage
of oil revenues with respect to GDP has declinecklation to the percentage of GDP of non-petroleauenues
during the time period. According to data from ®entral Bank of Ecuador, Ecuador’s crude oil expoetached
U.S.$13,016 million in 2014, a 3.0% decrease froi8.$113,412 million in 2013. Additionally, crudd eikports in
2015 reached U.S.$6,355 million, a 51.2% decreame £).5.$13,016 million in 2014. In 2016, crudéeiports
reached U.S.$5,054 million, a 20.4% decrease fro&1$6,355 million in 2015. This decrease was dwedecrease
in the average price of petroleum per barrel frorS.$45 in 2015 to U.S.$34 in 2016. The Esmeraldfinary
underwent a period of preventative maintenancentip the end of 2015. In 2016, the fully-operatibBzmeraldas
refinery processed larger quantities of refinedqbetim, temporarily reducing the average price etfgdeum per
barrel up to the third quarter of 2016, when thiegoof petroleum began to increase once more. drfitht eight
months of 2017, crude oil exports totaled U.S.$3@8lion compared to U.S.$3,098 million in thesfieight months
of 2016. This increase was due to the increaskedrprice of crude oil per barrel from U.S.$32.1x&.$42.8 in
2017. In contrast, revenues from non-petroleum casuincreased in both 2014 and 2015, reaching 25939
million in 2014 and U.S.$25,942 million in 2015.0tB increases were due to increased tax revenuéstio years.

In 2016, revenues from non-petroleum sources readh&.$24,294 million, which is a decrease from the
U.S.$25,942 million in 2015. This decrease was tueertain factors including a reduced collectinntaxes
mainly in specific consumption taxes and value ddd& which decreased by 26% and 17% respectiveiy 2015.

In the first six months of 2017, revenues from patroleum sources totaled U.S.$13,553 million, &%6increase
from U.S.$11,648 million in the first six months216.

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, “Beiblic Sector Finances “Central Government Reesn
and Expenditures.” In the same year, oil reverfoethe non-financial public sector representedod& GDP and
17.8% of non-financial public sector revenues aoa-petroleum revenues represented 24.8% of GDRB@rids of
non-financial sector revenues. In 2016, Central dBawent oil revenues reached U.S.$2,003 millioniclvlis a
decrease from the U.S.$2,264 million in 2015. Tdéxrease 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 refingocessed
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 SectoraRices—Non-Financial Public Sector Revenues andrigijpees.”

In January 2015, in response to the decline opwdes in the last quarter of 2014, Ecuador redutsed
2015 budget by U.S.$1.4 hillion, resulting in a nfied budget of U.S.$34.9 billion for 2015. In Aust 2015, in
response to the continuing decline of oil pricesudtior further reduced its 2015 budget by U.S.$8@00on,
resulting in a modified budget of U.S.$34.1 billiom November 2015, the National Assembly approxdaidget
of U.S.$29.8 hillion for 2016, a decrease of 17 &8compared to the original budget for 2015. TE6Zbudget
assumed an average crude oil price of U.S.$35 greelbwhich represents a 56% decrease from thebtBSY per
barrel assumption of the original 2015 budget. @bteial average crude oil price per barrel at trle @016 was
U.S.$34.96, which represents a 16.52% decreasetfrermctual U.S.$41.88 average crude oil pricebparel at the
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end of 2015. For information regarding adjustmentshe 2016 Budget see “Public Sector Finances-5201d
2016 Budgets.”

Petroecuador and Petroamazonas are state-ownedac@si@nd are legal entities with their own assets
and budgetary, financial, economic and administeaiutonomy. The Hydrocarbons Secretariat of Equéda
Governmental institution under the management @& Bhinistry of Hydrocarbons, with its own assets and
administrative, technical, economic, financial amperational autonomy. It conducts the managemémon-
renewable hydrocarbon resources and is taskedewgbuting activities such as the administrationibfields and
the execution and modification of oil field contisc

Exploitation

Under the 2008 Constitution, all subsurface natugaburces are property of the state, and in tee ok
petroleum, following the Consolidation Decree;digloitation is undertaken directly by Petroamazoide 2008
Constitution, however, permits the Government totraxt 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 followingrefs which clearly define the public sector oiliges’ functions
as follows:

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

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

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

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

* Petroamazonas is involved in the exploration awdytion of hydrocarbons.

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

71



Production

Petroleum Production
(in thousands of barrels per year, except whered)ot

For the year ended December 31, January — August 31,
2012 2013 2014 2015 2016 2016 2017
Petroleum® .........c.ooeeeeieieeeean. 504 526 557 543 548 548 535
Public Companie$?® 133,656 144,921 157,976 154,308 158,118 104,979 5082
Other Operators..........cc.oveververesomem 50,667 47,198 45,166 43,922 42,593 28,633 27,516
Total 184,323 192,119 203,142 198,230 200,711 133,612 130,020
Natural Gas Productior®® ................. 15,249 18,052 20,292 17,429 18,495 n/a n/a

Source: Petroleum data is based on figures fron@etral Bank September 2017 Monthly Bulletin (€abl.1).

(1) Petroleum information is displayed in thousaafibpd.

(2) Petroecuador and Petroamazonas until 2012r Aétnuary 1, 2013, only Petroamazonas is invdlv@eétroleum 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 Bulletin rf6eptember 2017, oil field crude production,
including that of private and state-owned companieached 200.7 million barrels for the year 20d¥eraging
548,000 bpd. This represents a 1.2% increase tihen198,230 million barrels produced for the ye@t3, or an
average production of 543,000 bpd. This increaase pvincipally due to the commencement of operataimew
oiffields, such as ITT. In the year 2016, stateyed companies were responsible for 78.8% of pramuct
compared to 77.8% of production for the year 20¥ccording to the same monthly bulletin, oil fietdude
production, including that of private and state-edrcompanies, reached 130,020 million barrels énfitist eight
months of 2017, representing a 2.7% decrease fier 23,612 million barrels produced in the firgfrgimonths of
2016 (and a decrease of 2.3% in barrels per dgyd{Jp This decrease was principally due to the uddip’s
entrance into the OPEC Agreement under which theuBlee agreed to reduce its crude production by@®,
barrels per day beginning on January 1, 2017. énfilst eight months of 2017, state-owned compamies2
responsible for 78.8% of production, compared t6%8of production in the first seven months of 2016

The vast majority (95%) of Ecuador’s oil blocks #weated onshore. The most productive oil blocles ar
located in the northeastern part of the countryh Bhushufindi and Auca as two of the oldest andtrpooductive
fields. Crude oil production has increased in tst ten years with the opening of the Oleoduct@uelos Pesados
(the "OCP”) pipeline (see “Transportation” belowjhich removed a chokepoint on heavy crude oil fpartation
in the country. Production in existing fields Hegeled off in recent years as the result of theimah decline in the
productivity of existing blocks, particularly oldetocks such as Shushufindi, which has been inabjoer for over
forty years. In January of 2012, in order to bgosiduction, Petroecuador signed incremental pritmlucontracts
with two oil company consortiums. The Shushufi®&dh. consortium, composed of oil field services pames
Schlumberger and KKR from the United States andeAtiga’s Tecpetrol, was awarded the contract fa th
Shushufindi field. The Pardaliservices S.A. cotisor, which comprises of Tecpetrol, Canada’s Cah&oergy,
Schlumberger and Ecuador’s Sertecpet, will worktlom Libertador-Atacapi field. These companies willest
more than $380 million to extract more than 14ianillbarrels of oil over the course of 15 years.

Despite the decrease in production in 2015, theuBlep expects production to increase significantly
through the development and inauguration of newddie In 2010, Petroamazonas began production én th
Pafiacocha field in the Ecuadorian Amazon. On Noezr8, 2012, former President Correa officiallyrelved the
11th round of tenders for oil exploration of thateoil blocks in southeast Ecuador. Ecuador earedathree
additional fields for Petroamazonas, which will eeninto exploration agreements with foreign statexed oil
companies. The first agreement was a joint-verdgreement signed in September 2014 with Chilget8il S.A.
and Belarus’ Belorusneft. Under the agreementet8pS.A. and Belorusneft plan to invest U.S.$4i0ion to
explore and develop a 175.250 hectares concessBlock 28 in southeastern Ecuador for approxinys26l years.
Petroamazonas expects to own a 51% stake in thecprahile Sipetrol S.A. and Belorusneft expecown 42%
and 7%, respectively. Exploration activities began April 2015 for a four-year period. As of JuBe2017,
Ecuador continues to evaluate the proposals ofifdes®reign state-owned oil companies for futu venture
contracts.

72



In August 2013, former President Correa signed erege authorizing the exploitation of oil from
exploratory Blocks 31 and 43, which include the ITi€ld in Yasuni National Park. As of July 2017,
Petroamazonas estimates that exploratory block a&3pnoven crude oil reserves of approximately 8tion
barrels and proven, probable and possible crudeesérves of approximately 632.9 million barrelbisTdecree
reversed a moratorium imposed since 2007 on theaatdn of oil from ITT, which was created to prate
biodiversity and avoid dislocation of isolated igelnous cultures with support from internationalasrto partially
offset the opportunity costs of not developing IR€ fields. However, considering the low levelssafpport from
international donors as well as the potential gdinm the extraction of oil for this initiative, fimer President
Correa issued the decree allowing developmentef i fields. Following the issuance of the decireé\ugust
2013, environmental and indigenous groups havewarusal their opposition to the removal of the moiato and
the Presidential decree authorizing the developroketiie ITT fields; however, the National Assembbs approved
the use of the ITT fields and, as of May 2014,Eneironment Ministry has issued permits allowingrBa@mazonas
to develop the fields. Ecuador expects that thpuiurom the ITT fields will offset the declinedim existing oil
fields and increase overall production. On SepemY, 2016, Petroamazonas began extracting ol fhee ITT
fields. This block is expected to reach full pradoie capacity in six years at a level of approxietat300,000
bpd. As of August 2017, platform Tiputini A, platim Tiputini B and platform Tiputini C are in opéuom.
Platform Tiputini A has 20 drilled wells and pro@sc25,074 bpd on average, platform Tiputini B hdsiled wells
and has no production and platform Tiputini C hasi@llled wells and produces 25,755 bpd on averageer 45
domestic companies provide services, supplies amidass to the exploratory block.

In December 2015, Schlumberger, a French oilfieidrises company, entered into an oilfield servicing
contract with Petroamazonas. The 20-year agreeowninits Schlumberger to spend U.S.$4.9 billionveen
investments and operative expenditures in produetithancing measures at Block 61, located in theadarian
Amazon. The primary part of Schlumberger’s investmwill be spent on improving upstream production.
However, the company assumes the block’s operdtimsss for an amount of U.S.$1.8 billion and ingdd.S.$2.1
billion during the term of the contract.

Exports

Crude oil exports as measured in U.S. dollars 8ieatreased from 2011 to 2013. Ecuador’s cruie o
exports in 2015 reached U.S.$6,355 million, a 51d&rease from U.S.$13,016 million in 2014. Therease was
due to the decrease in the price of oil beginninipie 2014 and continuing through 2015 and 2010116, crude
oil exports reached U.S.$5,054 million, a 20.5%rease from U.S.$6,355 million in 2015. This deceeaas due
to a decrease in the average price of petroleurbareel from U.S.$45 in 2015 to U.S.$34 in 2016e Hsmeraldas
refinery underwent a period of preventative maiatere up until the end of 2015. In 2016, the fulbe@tional
Esmeraldas refinery, processed larger quantitiesefofed petroleum, temporarily reducing the averggice of
petroleum per barrel up to the third quarter of@0ghen the price of petroleum began to increase amore.

In 2015, 95.4% of the value of oil exports was erwil and 4.6% was oil derivatives. In 2016, 92.6P6
the value of oil exports was crude oil and 7.49% wih derivatives. In 2015, 62.5% of oil exportere exported to
the United States, followed by Chile, Peru, Panaand,Japan with 13.2%, 10.1%, 6.1%, and 2.4%, c&sph. In
2016, 51.8% of oil exports were exported to thetéhiStates, followed by Chile, Peru, Panama and&Chith
16.2%, 12.3%, 11.4%, and 4.3%, respectively. Soasrof 2017, 54.4% of oil exports have been eggotd the
United States, followed by Chile, Peru, Panamang&rand others with 15%, 12.7%, 9.9%, 4.2%, and 3.8%
respectively.

Petrochina, a wholly-owned subsidiary of China biadl 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.
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In June 2015, PTT Public Company Limited, a Thaitesbwned oil and gas company, executed an
agreement providing for prepayments of U.S.$2.Bohilto Petroecuador in connection with a crude soipply
agreement.

On December 1, 2016, Petroecuador signed a crlidaleiand purchase contract with PTT International
pursuant to which Petroecuador will receive inigegpayments of $600 million shortly after signfog crude oil to
be delivered during the five-year term of the cactr On December 6, 2016, Petroecuador signed aifigle and
purchase contract with OTI, pursuant to which Retwador will receive an initial prepayment of U@ million
shortly after signing for fuel oil to be deliveragl OTI during the 30-month term of the contractcomnection with
each contract, the Republic has agreed to refuntigqurchasers any amounts of the prepaymentseiaicd
surcharges for advance payment which are not oibersatisfied through the delivery of crude oilfoel oll,
respectively, or refunded by Petroecuador in a@mued with the contracts.

Transportation

Ecuador has two major oil pipelines. Most of Eaualcrude oil production is transported througk th
Trans-Ecuadorian Pipeline System (the “SOTE"), WHinks Lago Agrio in the Oriente region to the 8alexport
terminal on the Pacific coast. The SOTE was buyilTbxaco (now Chevron) and was transferred to Betrador in
1998. The SOTE has a capacity of approximately@#Dbpd. In 2013, the SOTE transported 131.9 enilbarrels,
averaging 361,568 bpd, an increase of 2.3% comgar2dl2. In 2014, the SOTE transported 132.5anilbarrels,
averaging 363,097 bpd, an increase of 0.4% compar2@dl3. In 2015, the SOTE transported 133.7 onilbarrels,
averaging 366,215 bpd, an increase of 0.9% compar&f14. In 2016, the SOTE transported 132.89ianill
barrels, averaging 363.09 thousand bpd, a deckdaB&% compared to 2015. In the first trimester26i7, the
SOTE transported 32.4 million barrels, averaging. 86 thousand bpd.

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

In June 2001, Ecuador awarded the constructionopedation contract for its second pipeline, thePOC
heavy crude oil pipeline, to Oleoducto de CrudosaBes Ecuador S.A., a consortium of domestic areigio oil
companies. The OCP pipeline was constructed astao€dJ.S.$1.4 billion, all of which was paid byetkonsortium.
Construction was completed in September 2003, getations began the same month. The contract r th
operation of the OCP has a duration of twenty yaasends in 2023. At the end of the contract Q¥ pipeline
will become national property. The Ministry of Eggrand Mines and Petroleum (how the Ministry of
Hydrocarbons) oversaw the construction of the OpRlipne, and now oversees its operation. The OpElipe 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 milliorrdlar averaging 161,929 bpd, an increase of 10 @¥pared to
2013. In 2015, the OCP pipeline transported 62ilfiom barrels, averaging 170,025 bpd, an increals&.0%
compared to 2014. In 2016, the OCP pipeline trateg®1.2 million barrels, averaging 167,171.29,lapdecrease
of 1.40 % compared to 2015. In the first trimesi€rR017, the OCP pipeline transported 14.55 millerels,
averaging 161.67 thousand bpd.

Refining
Following the Consolidation Decree, Petroecuadahésonly company that conducts refining activiiies

Ecuador. Petroecuador owns three refineries ira@mu(Esmeraldas, La Libertad and Amazonas) wititgssing
capabilities of 110,000, 45,000 and 20,000 bpgeesvely. Petroecuador also owns one associategrgaessing
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plant (Shushufindi), which has a processing capafit37.8 million barrels of liquefied petroleunag(“LPG”)
and average production of 1,747.6 bpd.

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

During 2016, the domestic consumption of oil derxes was 87.6 million barrels, which represents a
decrease of 5.5% compared to the 92.7 million lame2015. It is important to note that Ecuadoniafineries do
not produce sufficient oil derivatives to meet intd demand. Ecuadorian refineries meet approxim®@% to
65% of the national demand. Accordingly, Ecuadoa iset importer of oil derivatives, even thoughsita net
exporter of crude oil. During the first trimester 2017, the domestic consumption of oil derivativess 20.33
million barrels, which represents an 8.5% decreasapared to the 22.21 million barrels in the firgnester of
2016.

In February 2013, Petroecuador announced that shreefaldas refinery would be undergoing a project of
preventative maintenance, which resulted in reduggetations until year-end 2015, when all mainterawas
completed. Reduced production by the Esmeraldasergfduring the preventative maintenance projecuired
Ecuador to import additional oil derivatives to meemestic demand. Upon completion, improvemeatthe
refinery included, among other things, the expangibthe Fluid Catalytic Fractionation Unit (theCE”), and
replacement of the FCC'’s reactor and regeneratahwhcreased processing capacity and improvedjtiadity of
finished products. Ecuador estimates that thegmtative maintenance project at Esmeraldas wihakEcuador to
reduce imports of gasoline by 17%, diesel by 1584, lmuefied petroleum gas by 10%, resulting inairsavings
of approximately U.S.$305 million in fuel importste for the country. The cost of the project, carted with
several international companies including SK Engjiimgy, was approximately U.S.$1.2 billion.

Operations at the Esmeraldas refinery were temiboraalted to allow for technical inspections ofeth
facility following the earthquake on April 16, 20b&it resumed on April 18, 2016 and returned to dpkerating
rates as of April 23, 2016 and intermittently halter inspections following aftershocks. After tead of the
project of preventative maintenance at Esmeralddls is refining capabilities and production of dirivatives
increased. Esmeraldas’ refining capabilities inseelafrom 59,990 average bpd in 2015 to 105,67 7ageebpd in
2016. Esmeraldas’ production of oil derivativesreased from 74,817 average bpd in 2015 to 15G0&fage bpd
in 2016. For 2017, an oil derivatives productionds{731,396 barrels is estimated. The Esmeraldaserg was
operating at its maximum capacity in the third ¢eaof 2016.

As of the current date, there is no private sggtoticipation in the production of oil derivativeklowever,
on July 15, 2008, Petroecuador and PDVSA Ecuadondd a new entity called RDP in which Petroecuador
currently the majority shareholder (51%) and PDVEguador is the minority shareholder (49%). RDPI wil
develop a refinery project with the same name tduié in the municipality of Manta, Manabi Provacwith a
total nameplate capacity to be determined. Itxpeeted that RDP will produce gasoline, dieselo&ene,
polypropylene, benzene, mixed xylene and LPG. [&hd rights and environmental licenses necessadgvelop
RDP have already been obtained, and a preliminetgildd feasibility study of the project is compleThe total
estimated investment for RDP is approximately ULS.Billion. Negotiations are ongoing to provideancing for
the project. Construction of RDP will not be finedahrough debt. Construction has commenced angrthject is
scheduled to be completed by year-end 2021.

Domestic Fuel Distribution

In 1993, the Government implemented a free markebmestic fuel distribution, which has led to pida
modernization of distribution facilities. The prie¢ which gasoline is sold to domestic distributisréixed by an
executive decree of the President in accordandethvt Hydrocarbons Law, and set according to vessakuch as
domestic demand and the impact of the price onigudilances. Until 1998, the Government had fixeé t
maximum profit level for distributors at 18%. In 99 the fixed margin was eliminated. In early 20t
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Government reinstated a 15% fixed margin for reggksoline and diesel fuels (distributors remaifred to set
any margin for premium gasoline). Since 2003, tkedf margin has been determined in cents per gaioB005,
the margin increased to U.S.$0.71 per gallon ofilegggasoline and to U.S.$0.137 per gallon of dieShese
margins were set by Presidential decree 338 (“[2e888”), which was issued in August 2005, and &seguently
modified. Any future change to the profit margioudd require a new Presidential decree.

Decree 338 also regulates the sales price of cosrsyr@troleum derivatives, and sets the price for
consumers for gasoline and diesel products. The i gasoline (net of value-added taxes) soldotssemers is
fixed at U.S.$1.689 per gallon for gasoline and.&.$0.8042 per gallon for diesel.

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

Natural and Liquefied Petroleum Gas

An important part of Petroecuador's commercial tetfg includes the distribution of natural gas to
southern Ecuador in order to reduce the consumplidtPG, the replacement of gasoline use with LBGtéxis
and the creation of a network of service stationsrder to compete in quality, service and pricthvgrivate oil
companies. As of December 31, 2016, Ecuador pprbgimately 184,470 million cubic feet of proveatural gas
reserves and 358,463 million cubic feet of proved probable natural gas reserves. As of the datiei®Offering
Circular, CELEC and Petroecuador consume 40 miltigbic feet of natural gas per day and 7 milliobicdeet of
natural gas per day, respectively, and their copsiam of natural gas will define its future demand.

The natural gas platform at the Amistad field ie tlay of Guayaquil was previously operated by ti& U
Company Energy Development Corp. Ecuador Ltd. aed managed by Petroecuador. It is currentlyaipdrby
Petroamazonas. In the first trimester of 2017 and/ears 2016, 2015 and 2014 Petroamazonas produced
approximately 47.9 msfd, 50.9 msfd, 48.1 msfd ab@® Bnsfd of natural gas, respectively, at the Aadidteld and
at Petroamazonas’ three satellite platforms whiehadso producers of natural gas.

In August 2013, Petroecuador began tests at theeMerde LPG terminal. The terminal is a new fagili
built as part of a combined LPG storage, transgodt distribution project in the Guayas and Sanga& provinces.
Ecuador has invested U.S.$550 million in the coradiproject, which also includes the Monteverde-Ebi@llo
pipeline. This new terminal replaced the floating LPG storagés and related maritime transport to Tres Bocas
terminal, thereby generating expected annual savn).S.$40 million and easing congestion in tbeeas canal to
the Port of Guayaquil. The new facilities, whigtchme operational in 2014, have a capacity to 3®y&0 tons of
LPG and have storage tanks for diesel and petroleum

In February 2014, Petroecuador signed a long-teopgme and butane requirement contract with Petrede
Limited, a liquefied petroleum shipping company.nddr the agreement, Petroecuador will buy up tG@EDO
metric tons (plus or minus 20% at the option ofré&tuador) to be made in monthly deliveries of @Q,&etric
tons per month. Petroecuador may also requesigido an additional 30,000 metric tons per monithe first
monthly delivery of butane and propane occurrellanch 2014 for 72,500 metric tons. According torBetuador,
the contract is valued at approximately U.S.$2duill

Mining

The mining sector represents an important sourc@obéntial resources for the development of the
Republic. According to information from MICSE afsApril 2017, Ecuador has potential copper resemadged at
approximately U.S.$127 billion, potential gold nesss valued at U.S.$48.9 billion, molybdenum ressmvalued at
U.S.$5.7 billion, and silver reserves valued at.$8< billion. In total, the nation has estimatederves valued at
U.S.$185 billion.
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The Mining Law establishes norms for the exercisthe Government'’s rights to manage and control the
mining sector, in accordance with the principleswdtainability, precaution, prevention and efficig It provides
that it is the Government’s responsibility to owssall aspects of the mining process, such as mtjao,
development, industrialization and marketing anthanizes the Republic to invest directly or throygimt ventures
with domestic or foreign private sector entitiés.addition, it authorizes the Republic to botherand grant licenses
and concessions to wholly owned private entitiesdoduct all phases of development. However, tBpuBlic
cannot grant ownership rights in the soil and sililvsmeralogical wealth to entities that are nohtolled by state
entities.

The mining sector represents a small portion of GDB5% in 2016, 0.35% in 2015, 0.33% 2014, 0.32%
in 2013 and 0.33% in 2012. In the first six month2017, the mining sector represented 0.47% of Giompared
to 0.44% of GDP for the first six months of 201 2013, most production from mining was generabgd
domestic artisan and jeweler businesses. How&arador expects mining exports to continue to m&eeas a
result of an expansion of the Republic’s miningjgets in 2014 and 2015. Currently, there are fivejects in
advanced stages of completion — two copper mindstlaree gold mines. Project Mirador is the largesiper
project in Ecuador. The copper mine in the Zan@nanchipe province is expected to begin productin2018.
Project Mirador is financed in part through a c@soen to Ecuacorriente S.A., a joint-venture owgdthe
Chinese companies China Railway Construction Cetpor (“CRCC”) and Tongling Nonferrous Metals Group
Ecuacorriente S.A. is planning an investment ofraxmately U.S.$1,400 million. The expected lifeciey of the
mine is 27 years from the start of production. Guvernment estimates that the project will prod8@®00 tonnes
of copper per day during the first three yearsraasing afterwards to 60,000 tonnes of copper pgr @ihe
Republic expects that the project will generateragmately U.S.$3.74 billion in revenue for the Rbfic. The
Fruta del Norte Project, located in the Zamora Cipe Province, is a gold and silver ore deposiheavby the
Lundin Gold group, which is expected to start opers in 2018. An expected U.S.$1 billion investmeill be
made over a 13-year period. The gold and silverdepmsit in the Zamora Chinchipe Province is exggetd begin
construction in the second half of 2017. Benefistite Republic considering current metal prices @amhdo
U.S.$900 million. The Rio Blanco project is a galid silver mining project located in the Azuay\rnoe which
began construction in August 2016 and is expeciedetng operations in the second half of 2017. eXpected
U.S.$88,825,115 million investment will be made roe@ 11-year period. Benefits to the Republic adersing
current metal prices amount to U.S.$284 million.eTtoma Larga and San Carlos Panantza projects, imlso
advanced stages of completion, are expected tiveeaa investment of approximately U.S.$3,700 mrili Other
projects, mostly in the south of the country, areifferent stages of negotiation and completion.

Electricity and Water

As of 2006, hydroelectric plants supplied approxeha53% of the power in Ecuador. As of 2015,
hydroelectric plants supplied 58% of the power au&dor. By year-end 2016, hydroelectric plantsegsied 66%
of the power in Ecuador. By year-end 2017, hydicigle plants are expected to generate 90% of thveepdn
Ecuador. The increase in power supplied by hydetete plants is due to the development of a matix
hydroelectric plants built throughout Ecuador. &mbor’'s objective in developing this matrix is taduee its
consumption of oil through oil based generatorsrehy decreasing oil imports and electric energgairts and
improving energy independence. Ecuador also glameplace household oil-based consumption (fokicmpand
heating as further described below) with electibdsed consumption through the hydroelectric paoyvigt, with
the goal of eliminating the need for a gas subsildich has been suspended as of the date of thesi@gfCircular.

The Santiago hydroelectric project is located a Morona Santiago province and has a 3,600 MW
capacity expected to generate approximately anageeof 15.060 GWh per year. The required investrfanthe
Santiago hydroelectric project is U.S. $2.590 willi The Cardenillo hydroelectric project is locatedhe Azuay
province, and has a 596 MW capacity expected tergéa approximately an average of 3.356 GWh per. yéue
required investment for the Cardenillo hydroelecipioject is U.S.$ 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 dnthbof 1,500 MW of power, or 30% of Ecuador’satteity
needs.
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The plant is set to reduce 3.5 million tons of carlemissions per year and replace oil energy copsam
for domestic purposes such as cooking and watetingea The plant will join the existing infrastruce of
hydroelectric plants that include the 21 MW Mazknpin the Azuay province, the 1,075 MW Paute-kolplant
near Cuenca, the 270 MW Minas San Francisco pllaats0 MW Quijos plant, and the 487 MW Sopladord an
Cardenillo plants planned along the Paute Riveranyof these hydroelectric projects are financewudh
agreements with bilateral lenders, including then&@hExim Bank, which has provided U.S.$1,700 millito
finance the Coca Codo Sinclair project, U.S.$571lioni to finance the Sopladora hydroelectric projemd
U.S.$313 million to finance the Minas San Francikgdroelectric project, the Brazilian National Eoamic and
Social Development Bank which has provided U.SZ%fillion to finance the Manduriacu hydroelectriower
plant project near Quito, and Société Générale Radtsche Bank which in April 2014 committed to pdav
together an additional U.S.$50 million to finanke Manduriacu hydroelectric power plant.

The construction of these hydroelectric plantsus tb an enhanced effort by the Government to tnves
the sector. In 2016, the Government invested W,34B million in the electricity sector, a 17% iease from 2012,
when the Government invested U.S.$1,148 milliorthia sector. Construction on the new line of hydroeic
plants continued in 2016 including the 180 MW Dalsisagua hydroelectric plant and the 254 MW To&tdlaiton
hydroelectric plants, and the construction of &negir in the Minas San Francisco project.

In March 2014, former President Correa announaeelaprogram to substitute electricity use for gse. u
Under this program, beginning in November 2014, @owernment began to sell subsidized stoves t@acepyas
stoves. Former President Correa stated that thefusectric stoves would enable the Governmenétminate the
gas subsidies in 2017 and the net effect on theefBavent budget will be positive due to the elimioatof the
subsidies, with savings of approximately U.S.$80llion a year. As of the date of this Offering Gitar, the goal
of elimination of gas subsidies has been suspended.

The Government has also increased investment iwaler sector in order to alleviate flood condis@nd
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 importardjects in the water sector is the Multiprop6€ittone 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 natign costs of
U.S.$41.7 million in the surrounding areas to congage inhabitants in those areas.

Other water projects include: (i) the Cafar priogca cost of U.S.$360.5 million to protect apimately
40,000 hectares along the Cafiar River and its radppistreams through a system of levees, inclu@ding4-
kilometer bypass, (ii) four new bridges, (iii) @add regulatory system and 173 km of dyke wallg, tiie U.S.$372.7
million Daule-Vinces project that redirects wateonfi the Daule River and transports it along a 3&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@whomic damage caused by floods in the winteroseas
allowing the Government to reallocate resourcesipusly used to repair the damage to other prajetts repair
the damage, the Government spent U.S.$312 millioR0il2 and U.S.$415 million in 2013. The Governirdid
not spend any funds in 2014 and 2015 due to thetwwiiiter conditions for those years.

In 2016, the electric and water sectors contribwetbtal of U.S.$1,804 million to GDP, an increase
compared to U.S.$1,557 million in 2015. Since 20h2, sectors represent an average of approximatéfp of
GDP per year. For the first six months of 2017, ahetric and water sectors contributed a totd).&.$918 million
to GDP, an increase compared to U.S.$748 milliorirfe first six months of 2016.
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Telecommunications

In 2012, 22.5% of Ecuadorian households were cdedeto the Internet. As of 2016, 36.0% of
Ecuadorian households were connected to the Irtekibile only 20 of Ecuador’s 221 municipalitieschaccess to
the national fiber optic network in 2007, this niencreased 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 telecommunicationsorsemtcounted for U.S.$2,039 million. In 2016, the
telecommunications sector decreased again and rtecbfor U.S.$1,845 million. From 2012 through 201tée
telecommunications sector represented an averaggpmfoximately 2.07% of GDP per year. In 2016, the
Government invested U.S.$217 million in the secadecrease compared to U.S.$322 million in 2@ dr. the first
six months of 2017, the telecommunications seatooanted for U.S.$1,034 million of GDP, an increat®.2%
compared to U.S.$974 million for the first six miosof 2016.

In 2008, Ecuador granted Spain’s Telefénica (culyesperating in Ecuador as “Movistar”) and Mexiso’
América Movil (currently operating in Ecuador addf®”) 15-year concession contracts to providedntry with
telephone and 3G services. The concessions aemsiis of previous agreements both companies fhigd w
Ecuador and are expected to generate U.S.$84@mitli revenues for Ecuador over the course oféhma of the
concessions. In February 2015, Ecuador amendezbtizession to provide the country with 4G services

In February of 2015, the National Assembly enathedTelecommunications Law as a means to improve
access to quality telecommunications services aittease the use of information technology imlreectors. For
more information on the Telecommunications Law, ‘Séee Ecuadorian Economy—Economic and Social Pegici
—Telecommunications Law.”

Other Sectors of the Economy
Agriculture

Before the discovery of petroleum fields in prowsof the Orient region in the 1970’s, the agrimalt
sector had traditionally been the largest contaobta Ecuador’'s GDP. Of Ecuador’s total 27.1 roillihectares, 7.8
million are devoted to agriculture and livestoclkcudor’s diverse climatic conditions, varying aities and rich
volcanic soil are well suited to tropical and soptcal agriculture. Ecuador’s primary product fréiis sector,
which is also the Republic’s most significant nohexport, is bananas. According to data from Boeod and
Agricultural Organization of the United Nations AB”), Ecuador has represented approximately 25%08% of
banana world exports for the ten years ending ioeDdber 31, 2013. Ecuador also exports significamduats of
coffee, flowers, and cacao. The agricultural sectmstituted an average of 8.01% of GDP per yeathfe years
2012 through 2016. In 2016, the agricultural septpresented 8.62% of GDP, an increase compar8atids in
2015. In the first six months of 2017, the adtimal sector represented 8.56% of GDP, an increasgared to
8.42% of GDP for the first six months of 2016.

Between 2012 and 2016, the volume of Ecuador’srmmaports increased by 21.8%. In 2012, the value
of Ecuador’s banana exports decreased by 7.5%aphmas a result of difficult growing conditionsrfthat year.
However, the value of these exports increased b§%in 2013 when growing conditions returned tonmedrand
10.9% and 9.0% in 2014 and 2015, respectively. 2006, banana exports totaled U.S.$2,734 millior2,. 6%
decrease from U.S.$2,808 million in 2015 primadlye to the decrease in quality of the banana suppiyg the
first trimester due to climate conditions, and tiversupply of Central American bananas in the dlotsketplace
which reduced the overall price. In the first sewveonths of 2017, banana exports totaled U.S.$1r8Blion
compared to U.S.$1,622 million in the first seveonths of 2016.

Ecuador also exports significant amounts of cadac2012, cacao exports were U.S.$345 million. dip
increased to U.S.$423 million in 2013 when growitanditions returned to normal. With continued nafm
growing conditions, cacao exports reached U.S.$biflon in 2014 and increased to U.S.$693 million2015. In
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2016, cacao exports reached U.S.$621 million, 4%0decrease from 2015 primarily due to the overlsupp
cacao, especially from lvory Coast and Ghana wiaffacted the overall price and a general decreastha
consumption of chocolate. In the first seven morth2017, cacao exports totaled U.S.$301 millions.@%
decrease from U.S.$319 million in the first sevemths of 2016.

Flowers and flower products are among one of thvgesg but fastest growing exports for Ecuador, mgki
up 4.8% of Ecuador’s total exports in 2016. Flowgports were U.S.$714 million in 2012, U.S.$830iam in
2013 and U.S.$918 million in 2014. In 2015, flovexports decreased by 12% to U.S.$820 million pripars a
result of the strengthening of the dollar which md&tuador’s flowers more expensive compared to r@loian
flowers. In 2016, flower exports decreased by 2183%J).S.$802 million primarily due to exchange ratanges,
particularly the strengthening of the U.S. dolldniet reduced sales principally to the Russian ntaakewell as
political problems affecting sales to Ukraine. lre tfirst seven months of 2017, flower exports tatal.S.$566
million, a 14.0% increase from U.S.$497 milliortlire first seven months of 2016.

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
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 ¥3fom 2015.
This increase was due to the recovery of the mfcghrimp and to the export of shrimp of greatergive which
have a higher price. In the first seven months @72 shrimp exports totaled U.S.$1,764 million cangd to
U.S.$1,447 million in the first seven months of @0Eishing exports, other than shrimp, decreasad 10.S.$324
million in 2012 to U.S.$244 million in 2016. In 281fishing exports decreased by 5.4% from U.S.$288on in
2015. This decrease is due to the impact of tlem@menon of el Nifio in the Ecuadorian coast whéthuced the
supply and raised prices. In the first seven mowfh8017, fishing exports other than shrimp, talaleS.$137
million, a 14.2% decrease from U.S.$160 milliorthe first seven months of 2016.

Manufacturing

Manufacturing, excluding petroleum products, is dated by consumer products such as food, beverages
textiles, and paper, with a concentration of imgdrintermediate and capital goods. The manufagusector
contributed 12.21%, 12.59%, 13.57%, 13.79% and3P8.%0 the GDP, per year for the years 2012, 200342
2015 and 2016, respectively. The manufacturingosesiso contributed 14.15% and 14.64% for thet finsee
months of 2016 and 2017, respectively.

Ecuador’s main manufactured, non-petroleum ex@ygscanned seafood, automobile assembly, processed
cocoa, and processed coffee. The manufacturingrdeas grown an average of 10.27% per year bet@@&h and
2015. During 2012, 2013 and 2014, manufacturireyvgby 11.1%, 11.5%, and 15.9%, respectively. 16520
manufacturing decreased by 0.5%, reaching U.S.$&318illion. In 2016, manufacturing decreased by%d.4
reaching U.S.$13,628 million. The decrease in gnavftthe manufacturing sector was due to the gésknadown
of the economy in Ecuador for those periods. Infifet six months of 2017, manufacturing reache&.$6,952
million, an increase of 2.2% compared to U.S.$680lon in the first six months of 2016.

Ecuador’'s membership in international trade orgations and its status as a party to various mietih
agreements such as ALADI, CELAC, and the CommuaitAndean Nations have contributed to the openihg o
new markets for the sale of Ecuadorian goods abewabl challenged domestic manufacturers to operaie m
competitively. On December 12, 2014, represergativom Ecuador's Ministry of Foreign Commerce sigra
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trade agreement with the European Union. For nrdoemation, see “Balance of Payments and Foreigrdd -
Foreign Trade -Trade Policy.” In the first eight miws of 2017, 26.4% of Ecuador’s non-petroleum espaere
sold in the 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 accounte®.64% of GDP, compared to 10.70% of GDP in 20&6r the
first six three months of 2017, the constructioat@eaccounted for 10.42% compared to 9.39% forfitise three
months of 2016. In 2015, construction activity éased by 1.7% in real terms compared with 20142014,
construction activity grew by 7.2%, compared td7.ih 2013 and 12.2% in 2012. These decreasemstrewmtion
activity were due to a decrease in residentialrmmdresidential buildings as well as a decreas@vihengineering
projects. In 2016, construction activity decreabgd.9% in real terms compared with 2015. In 20165.$413
million worth of raw materials used for constructizere imported, a decrease of 37% from the U.8.$6#lion
worth of raw materials used for construction impdrin 2015. This decrease in construction actiwg primarily
due to a decrease in imports of construction nalterihe steady increase in construction and tiye lpercentage
of GDP that it represents is a result of the carsibn activity in connection with the Republicisfriastructure
projects, particularly the development of new @&lds, and the hydroelectric and flood control petg of the past
seven years. In the first six months of 2017, golesibn activity decreased by 8.3% in real termmpared with the
first six months of 2016.

Science and Technology

The Government has begun development of a veryeladyication and research center north of Quito,
known as “Yachay-the City of Knowledge” (“YachayQonstruction of Yachay began in 2012 and is exguetd
continue for the next 10 years. Yachay is a 1&sgmile planned community that is expected to aaudarge
university and a dozen technology and innovatiakgpaThe university opened its doors to 187 eadbfitudents in
April 2014.

The goal of Yachay is to create a culture of sdiemesearch in Ecuador and promote a long-teatesbf-
the-art site for technological research. Develspblave mentioned that there will be an emphasis on
nanotechnology, but add that Yachay will be mulsetplinary. Long-term goals include the developmef
knowledge-based products to diversify the Ecuadoeieonomy and the development of new technologieshie
country's well-being. Ecuador estimates that il gpend U.S.$20 billion over the course of 16 getar complete
the project.

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

Tourism

Ecuador’s tourism industry grew steadily from 2842014, slightly decreasing in 2015 and again0h62
In 2012, 1.27 million tourists visited the countly36 million in 2013, 1.56 million in 2014, 1.54ilhon in 2015
and 1.41 million in 2016. In 2016, the largest memof tourists came from Colombia accounting f@ea2of
tourists, followed by the United States and Peotf in second place, accounting for 12% of touestsh. Based on
the 2010 census, 2,546 foreign retirees and 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, theistodered” campaign, was launched in 2011, andird th
campaign, the "All you need is Ecuador” campaigasviaunched in 2014. As part of this campaign,adou
became the first government to advertise duringSiyger 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 Earthqliakenitial
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2016 annual budget allocated U.S.$36 million to Mhiristry of Tourism for tourism promotional campgas and
other initiatives to promote tourism. The 2016 dpetdfor tourism was modified to U.S.$22.7 milliornile being
used as the provisional budget for 2017. The 20Eft Budget allocates U.S.$24.2 million for tourism

Transportation

In 2015, the Government invested a total of U.2.$3 million in roads and highways, a decrease 620
from the previous year, when total investment waS.$l,400 million. The most significant road potgein
Ecuador are the Manta (Ecuador)-Manaus (Brazill restwork, linking the Pacific Ocean with the Atliarand the
Troncal-Amazonica road, which runs from north taitho linking the Colombian and Peruvian bordershe T
Troncal-Amazonica road was completed in early 2@ith the construction of the El Tigre bridge angation of
the Manta-Manaus road network. The Manta-Manaug-negwork is currently under construction, althotigére is
no definitive completion date. Both projects aoé toll roads and were financed by oil revenuesfarancing from
CAF.

Two recent significant projects have recently béeanced along with the municipality of Quito. In
February of 2013, a new international airport ogkeinehe suburbs of Quito. The airport cost waS.#700 million
and was financed by Quiport S.A., an internatioc@hsortium led by AECON Construction Group and HAS
Development Corporation. The new airport featutes largest control tower and the longest runawayrof
international airport in Latin America. Phase 2tloé airport, which includes the expansion of tlassenger
terminal, new jet bridges, and the expansion ofsti@pping areas was financed by Quiport S.A. astd&.$70.5
million. Construction of Phase 2 of the airport waspleted in 2015, and began operating as a pgeystarminal
in May of that year. A new road and bridge to i@xaongestion from the previous single bridge dgtvsay that
led to the airport have been completed.

Construction of a subway system in Quito basedhenMetro of Madrid has been under way since 2012.
As of July, 2017, 30% of construction of the subveggtem in Quito has been completed. This metrteisyss
expected to connect the northern business andergsagleas of Quito to Quito’s historic city centBne project is
budgeted to cost U.S.$1,680 million through conipfeand is expected to commence operations in 2008is
project was financed, in part, by a U.S.$205 millloan from the World Bank, a U.S.$259 million lofiom the
European Investment bank, which was increased By$44,152,000 in November 2016 , a U.S.$200 millo@m
from the IDB and a U.S.$200 million loan from CAHRn February 2014, the municipality of Cuenca began
construction of th@ranvia Cuatro Rigsa 21.4-kilometer tram system with 27 stationdie project is planned to
connect the airport and city-center to the outlysupurbs of the city. The project is estimated dst ¢J.S.$232
million and was financed, in part, by a 15-yeaml@executed in January 2013, pursuant to the Frgagarnment’s
Emerging Country Reserve Loan program.

Employment and Wages

The National Council on Wages sets the minimum wiagevorkers in the private sector on an annual
basis. The monthly minimum wage for a job in thiggie sector has increased from U.S.$318 for 2013 S.$375
for 2017. The announcement of the minimum wagdiegipe for 2017 was made on December 19, 2016send
the minimum wage at U.S.$375 per month. Publitoseamployee wages are based on the wage scatenitezd
by theMinisterio de Relaciones Laboral€¢8Vinistry of Labor Relations”). The following tde shows the increase
in minimum wage from 2012 to 2017.

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

2013 2014 2015 2016 2017
318 340 354 366 375

Source: Ministry of Labor Relations.
(1) Minimum wages set annually.
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Private employee salaries received a boost withntineduction of the “Living Wage” into the Laboraly.
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 antplyment data for the periods indicated:

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

June
2012 2013 2014 2015 2016 2017
Total Populatioff’ ... e e senr e 15,520 15,775 16,027 16,279 16,529 16,746
LADOT FOICE?.......oocvivcvacieie e veeme e 10,864 11,200 11,159 11,399 11,696 11,856
Labor Force Participatiof .............cccccevervomeommeeeesereersessnenias 6,701 6,953 7,195 7,499 7,874 8,148
Labor Force Participation Rate.............ccuemereerieeiieniinsieneenn, 61.68% 62.08% 64.47% 65.78% 67.32% 68.7%
Employed Labor Force.................. 6,425 6,664 6,921 7,141 7,464 7,782
Unemployed Labor Force ..... 276 289 273 357 410 366
Unemployment Rat)..............ccooeviiivoceeeeseeeee e, 4.12% 4.15% 3.80% 4.77% 5.20% 4.5%

Source: Based on figures from INEC as of June 2017.

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

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

(4) As a percentage of economically active popatati

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

From 2012 to 2016, the unemployment rate incredgetl.08%. Underemployment, or individuals who

are unable to obtain full-time work to receive &sameeting the official minimum wage, decreaseunf 49.29%
to 48.09% during this time as well but increase839% as of 2016. In 2013, unemployment increbalghtly to
4.15% from 4.12% in 2012, decreasing to 3.80% it¥2@ue to increased job creation in the servicescammerce
industries. In 2015, the unemployment rate increédset.77% due to a general slowdown of the econion2015
that led to job losses in both the private and ipuftctors. The rate of unemployment increasesl20% as of
December, 2016 due to an increase in the laboe fpecticipation rate as previously economic in&ctivembers
attempted to join the labor force. The rate of upleryment decreased from 5.7% as of March 31, 261464% as
of March 31, 2017. The rate of unemployment inaedagightly to 4.5% as of June 30, 2017.

The rate of individuals who are unable to obtailttfme work to receive a salary meeting the o#ici
minimum wage, or underemployment, increased frord 3% in 2012 to 47.77% in 2013, then decreased® 18546
in 2014 but increased in 2015 to 48.09% and ineckagain in 2016 to 53.39%.

The sectors that registered the greatest reduictiemployment in the period from 2011 to 2015 wire
agriculture sector with 2.89%, and the commercaosegith 1.52%. The labor force participation raiethe
Ecuadorian economy increased by an aggregate 4¥#bfim 2012 to 2016 and unemployment increaset @8%
for that same period. Underemployment increasedl 496 in the same time period.
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The following table sets forth information regamglithe unemployment and underemployment rates, and
real minimum wages for the periods presented:

Wage and Unemployment

For the Year ended December 31, June 30,
2012 2013 2014 2015 2016 2017
Unemployment rate (% of economically active popolf..............ccccceovurvererennen. 412 381 380 477 520 4.5
Underemployment rate (% of economically active gapon)? .............cccccccovvvennee. 4715 47.77 6% 48.09 53.39 54.93

Source: Based on figures from INEC as of June 2017.

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

(2) Refers to individuals who are unable to obfalhtime work to receive a salary meeting the cifil minimum wage.

Average Wages by Economic Sect!”
(in U.S. dollars)

As of December 31,

2012 2013 2014 2015 2016
AVEIAGE WAGE .....veevniiieeiiteee st mmmmmms ettt ettt n et se e nr e emee 498.52 594.08 583.03 619.27 598.78
Agriculture, livestock, forestry, hunting and fislgi.. 244.94 278.16 301.50 304.58 289.40
Petroleum and mining ..........cccoveirriiimeeemeeneseeee s 675.18 1,074.47 1,106.95 981.08 992.07
Manufacturing (includes petroleum refining) . 422.08 451.24 473.87 509.00 476.64
ElectriCity @and WALET ..........ccvviiiiiiimmeeeeciste et 654.27 621.79 509.36 742.46 834.68
CONSIIUCTION. ...ttt sememn ettt ennee 387.30 416.89 448.72 485.98 463.22
Commerce 400.50 410.13 447.40 470.17 455.50
Accommodation and fo0d SErVICES ...........ceceemereriienieiiene e 351.97 363.68 396.46 388.04 380.30
TrANSPOrtALION. ....c.eiveuieeiiciieteert et 448.29 489.32 49431 532.10 453.22
Telecommunications . 554.78 638.95 613.58 797.13 563.28
Financial Services activities ............ccoveereeieriiereieeeeie e 702.79 1,159.31 931.50 1,000.91 941.85
Professional, technical and administrative aceefi ....................... 491.03 592.96 555.32 557.29 576.96
Teaching and social and health services................. 692.56 747.78 782.20 785.75 781.36
Public administration, defense and social secylys...................... 865.40 977.52 1,026.66 1,072.81 1,099.32
DOMESHIC SEIVICE ....cueiviriiiiieiirieestemreemsi ettt 264.54 269.76 316.05 320.46 322.04
OtNEI SEIVICES ...eviriiiiieciiitcte s cemmemne sttt eneee 322.20 419.26 341.55 341.31 351.92

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

Poverty

In recent years, Ecuador has seen decreases Ia t#verban and rural poverty. The urban povestgr
decreased from 16.1% to 15.7% between 2012 and, 2¢Hi& the rural poverty rate decreased from 4915%
38.2% across the same time frame. Extreme povatég have also decreased, from 5.0% of all urloaiséholds
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 earthqukencome for
households in extreme poverty has not been affecgdly as a result of an increase in the numbéroofsehold
members receiving income. The rate of poverty cdeee from 23.7% as of June 30, 2016 to 23.1% daraf 30,
2017.

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

Percentageof Households in Povert

Extreme Poverty Based or Poverty Based on Lack of Basic

Poverty Based on Incomé" Income @ Necessitie$”

Urban Rural Total Urban Rural Total Urban Rural Total
December 2012 16.1 49.1 27.3 5.0 23.3 11.2 19.5 70.8 36.8
December 2013 17.6 42.0 25.6 4.4 17.4 8.6 25.7 65.7 38.7
December 2014 16.4 35.3 225 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 15.7 38.2 22.9 4.5 17.6 8.7 22.3 52.6 32.0
JUNE 2017 oo e 14.6 41.0 231 3.9 17.8 8.4 n/a n/a n/a

Source: Based on figures from INEC as of June 2017.
(1) Persons whose income is below the poverty liAs of June 2017, the poverty line, as determimgdEcuador, is U.S.$85.58/month, per

person.
(2) AsofJune 2017, the extreme poverty ling.i848.23/month per person.
(3) This number is based on information takerhatdensus regarding the lack of availability ofiba&cessities. Variables considered in this
figure include literacy rates and access to potalater, sewage systems and hygienic servicesyrieigctrunning water, telephone lines,
doctors and hospital beds per 1000 persons.

Social Security

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

Social security benefits are a constitutional rifgitall workers and their families, designed totpct the
insured in case of illness, maternity, unemploymedrgability, old age and death. The social segigystem also
provides financing for workers’ housing. Ecuadastzial security system is financed by contributidrsn the
Government, employers and employees. The levelngiloyee contribution is based on an employee’sniec
The monthly pension is based on a percentage dhtueed’s average monthly earnings in his or her fiighest
years of earnings. The minimum monthly pensionréirees who contributed to the IESS is U.S.$187d5 10
years of contribution, U.S.$225 for 11-20 yearscohtribution, U.S.$262.50 for 21-30 years of cdnittion,
U.S.$300 for 31-35 years, U.S.$337.50 for 36-3%yed contribution and U.S.$375.00 for 40 or moeang of

contribution.

Retirees benefit from the IESS system once thew Heft employment. As of December 2015, IESS,
ISSFA and ISSPOL had 9.2 million, 1.1 million an@ @nillion beneficiaries, respectively. As of Augux)17,
ISSFA had 32,302 pensioners and ISSPOL had 16,208igners. As of August 2017, ISSFA had 41,470
contributors and ISSPOL had 46,217 contributors.

In 2016, total non-financial public sector cobtiions to social security were U.S.$4.7 million,408%
of GDP, a decrease from U.S.$5.0 million, or 5.0860P in 2015. In 2015, IESS’s beneficiaries imgd 3.1
million affiliates, 0.4 million pensioners, 4.4 tiwh dependents, 1.1 million people covered througtal social
security and 0.03 million people that receive besetlated to work related risks. For 2016, IES&penditures
totaled approximately U.S.$6.3 billion.

Under Article 372 of the 2008 Constitution, the Bk is responsible for channeling investments and
managing public pension funds. Resolution JB-20886 enacted in July 2009 sets the parametergdatypes of
investments allowed. Investments in real estateoaly allowed in the long-term (over five yealgyestments in
trusts are not allowed in the short-term (less ttimre years), and investments in public sectourgexs cannot
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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 thresholddwethat type
of investment, as determined by the risk committeés of April 30, 2017, BIESS is the largest holdsr
Government securities, with 43.1% of its portfoliwestment, or U.S.$7,483 million, in Governmenidirggs.

The primary functions of the BIESS are, among ahtre provision of different financial serviceglsias
mortgages, pledge-backed loans and unsecuredscrédititional services include portfolio re-discowperations
for financial institutions and other financial sees in favor of retirees and other affiliatestod iESS by means of
direct operations or through the national financsgistem. Additional bank functions are investmant
infrastructure projects that generate financiafifability, added value and new sources of emplaythas well as
investments in fixed and variable income securitiesugh the primary and secondary markets.

On October 21, 2016, the Law to Strengthen theab&=curity System of the Armed Forces and National
Police was published and became effective. Thadamtended to make the national system of s@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, cichmches,
and uniforms.

The 2016 annual budget allocated U.S.$4.9 billfon Government education and other education
initiatives. The 2016 budget for education was riedito U.S.$5.0 billion while being used as thevsional
budget for 2017. The 2017 Draft budget allocateS.$5.2 million for Government education and othdmaation
initiatives. Education initiatives include the struction of Yachay which is expected to continaethe next 10
years (See “The Ecuadorian Economy—Other SectortheofEconomy—Science and Technology”), the use of
outside consultants to improve English educatiba,dranting of scholarships to exceptional studémtstudy in
elite foreign universities, the inspection of Ecosl universities to ensure that they meet a highdard quality,
and various other projects administered by indialdaunicipalities.

Education is mandatory in Ecuador until the ag&4of The literacy rate for adults over 15 yearage# was
94.2% in 2015, and has been above 90% since 2004.

Health

The initial 2016 annual budget allocated U.S.$#li#n for Ecuador’s health sector. The 2016 betdigr
health was modified to U.S.$2.4 billion while beiaged as the provisional budget for 2017. The Z0Aft Budget
allocates U.S.$2.8 million for Ecuador’s healthtsec Recent reforms include a mandatory increageours and
pay for medical professionals, and the creatiomabile clinics intended to ensure vaccinationshm most remote
areas of the country. The Government has alscedigiarious agreements with private companies tdym®
generic drugs in the country.
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LEGAL PROCEEDINGS

The Republic is involved in certain litigation aadministrative arbitration proceedings describelb.
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 Treatypgicable.
These treaties aim to protect investors of botlionatin the other country. An unfavorable resolutof some of
these proceedings could have a material adverset effi the Republic.

Occidental - Breach of Contract Claim

In May 1999, Petroecuador and Occidental Explanatiod 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 secidédtal a notice of breach alleging various graurat
forfeiture of the participation agreement, incluglithe unauthorized assignment of 40% of Occidentajhts and
obligations thereunder to Canadian oil company EacBlock 15 is one of Ecuador’s most productivdieids. In
May 2006, the Ministry of Energy and Mines declatieel participation agreement with Occidental tadseninated
due to its alleged breach of the Hydrocarbons Lasva result, all of Occidental's assets were tramstl to the
Republic. In May 2006, Occidental filed a claimdrefthe ICSID against Ecuador in an amount of LBS.$illion,
claiming that the termination of the participatiagreement constituted the “equivalent of exprojamat in
violation of the U.S.-Ecuador Bilateral Investm@inéaty, and that the forfeiture of the participatagreement was
litigated for political reasons rather than duanallegal assignment.

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

On August 12, 2013, Ecuador submitted its briedmfiulment. On October 18, 2013, Occidental predente
its response, arguing that there was no basisnf@naulment. Ecuador presented its reply on JaraaPp14 and
Occidental submitted its rejoinder on February 2814. The hearing concerning annulment took plateveen
April 7 and April 10, 2014.

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

In January 2016, Ecuador and Occidental enterew ansettlement agreement. As a result, no further
actions have been taken in court proceedings in Merk to enforce the award. In the settlement exgrent,
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. Occideraigreed to release all claims and accept suamgrayg as a final
settlement of all amounts payable pursuant to thigral award.
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Chevron

In 2006, Chevron brought arbitration proceedingairas} the Republic under the arbitration ruleshef t
UNCITRAL alleging the Republic’'s breach under cert&denial of justice” provisions under the U.S.tlaclor
Bilateral Investment Treaty. In August 2011, thkitsal tribunal established that Ecuador had bredduch treaty
and should pay Chevron U.S.$96 million plus compbimerest calculated from September 1, 2011 timéildate
of payment. The tribunal accepted the position@fdglor that any amount received by Chevron shoeilslibject to
the payment of a tax at a rate of 87.31% (the piehry arbitral award was approximately U.S.$700iom) and
deducted the tax amount due to Ecuador from thénprary arbitral award of U.S.$700 million. Consently,
Ecuador filed a petition to annul the arbitral advlefore the District Court of The Hague, which wdesied on
May 2, 2012. Ecuador presented an appeal to thieidi€ourt decision, and on May 13, 2013, the Ajape 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 appied Bupreme Court of the Netherlands, which hestihgs 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 itgeefom
opposition with the court, and on April 25, 2013&uron filed its response. On June 6, 2013 thé&riBisCourt
confirmed the award in favor of Chevron. Ecuadtadfan appeal on July 1, 2013, to which Chevréedfian
opposition brief on August 19, 2013.

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

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

On a separate matter, in September 2009, Cheuszhd&n UNCITRAL arbitration claim against Ecuador
for an undetermined amount. The claim seeks ind@ation for claims brought by indigenous commuestiin
Lago Agrio, Ecuador, against Chevron for environtakdamages. In 2011, an Ecuadorian court rulefdvor of
the Lago Agrio community, ordering Chevron to pays5\$19 billion in damages. This amount was reduoed
U.S.$9.5 billion in November 2013. Chevron argtireg Ecuador and Petroecuador should be solelpnegpe for
any judgments arising from claims resulting frora ttago Agrio litigation because of “hold harmlepsbvisions of
a 1995 settlement agreement (“1995 Settlementiyd®t Chevron and the Republic and also claims breathe
1995 Settlement and the U.S.-Ecuador Bilateraldtment Treaty. On the other hand, Ecuador argaestthas not
assumed any obligation to indemnify, protect, dedé Chevron from third party claims. On January 2812, the
arbitral tribunal issued an interim award that oedeEcuador to take all available measures to sdspiee
enforcement or recognition of the claims in the d.#grio case in Ecuador and abroad. On Februarg@®2, the
tribunal issued a second interim award orderingv@reto compensate Ecuador for the costs Ecuadwoirsnin
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. diamtiffs for the Lago Agrio case, in November 20bbtained
the seizure of certain bank accounts of Chevrofirgentina and the seizure of Chevron'’s interesiisirgentine
subsidiaries. On June 5, 2013, this seizure waskeel In a third interim award dated February 2012 the
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arbitral tribunal held that it had jurisdiction thear the claim. In a fourth interim award datetirbary 7, 2013, the
arbitral tribunal resolved that Ecuador has not goed with the decisions from the previous awaais] that each
party shall argue whether Ecuador must reimburse/@n for any expenses related to the enforcenrecepdings.

The arbitration tribunal has divided the meritdhe# case into 3 tracks. Track 1 will decide isqdsting
to the 1995 Settlement and the obligation of Ecuadandemnify Chevron from third party claims. atk 2 will
decide issues relating to denial of justice clabgsChevron and the alleged breach of the U.S.-EmuBdateral
Investment Treaty. Once Tracks 1 and 2 have beeided on the merits, Track 3 will determine anynetary
damages that resulted from the alleged breachewidlimssess the monetary value of the environmefamage 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 18¥8tlement did not preclude the Lago Agrio plafatirom
asserting claims “in respect of their own indivitiughts.”

According to the arbitral tribunal, the 1995 Setiént bars claims that Ecuador might raise in thezase
of their own rights, but does not bar claims bydhparties acting independently from the statehm exercise of
their individual rights. It also held that the B9Settlement did not contain an indemnity providioat required the
Republic to be held liable for any costs or anygjuent rendered against Chevron. However, theraritbunal
held that Chevron was a “released party” underl®f5 Settlement. The arbitration tribunal did detide on the
claims of breach of the 1995 Settlement. In resppon January 7, 2014, Ecuador filed a writ of reams in the
District Court of the Hague requesting an ordetirstaside the September 17, 2013 partial award ainithe
previous interim awards. The District Court of tHague held a hearing regarding Ecuador’s writuohisions on
November 2015 and rejected Ecuador’s request iecisidn issued on January 20, 2016. On April 21162
Ecuador presented its petition for appeal. It gmésd its memorial on August 16, 2016. On Octdder2016,
Chevron submitted its response. A hearing reggréinouador’s request to set aside the partial awad the
previous interim awards was held on May 9, 201/ JOly 18, 2017, the courts of the Hague denieda8ats
request to set aside the September 17, 2013 pawild and the previous interim awards. Ecuad@nats to
submit another appeal on October 17, 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 supplementaf lbegarding 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 resgoto Chevron’s supplemental brief on Track 2, to

which Chevron replied on January 14, 2015. Ecuadturn filed a supplemental rejoinder brief onrigfal7, 2015.
A telephone conference regarding procedural matibeisplace on March 27, 2015. Hearings on the K aissues
relating to the supplemental briefs took place iasthington, D.C. from April 21 to May 8, 2015. Tiesult of the
Track 2 hearing is pending. The parties submitiéefs on the final report of a forensic computepert on August
12, 2016 and August 26, 2016 and presented theitignus on the relevance of the August 8, 2016dietiof the
Southern District of New York Court of Appeals dretRICO action: Chevron v. Donziget. 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 silgjdecision of the Southern District of New YdChurt of
Appeals are materially different. Accordingly, digelack of sufficient privity under internationkw, the arbitral
tribunal held that there can be no issue estoppedsojudicataapplicable before it arising from the outcomehsd t
U.S. legal proceedings. The tribunal has indicabed it will issue a decision with respect to Trazlafter the
submission of such briefs. The tribunal has noisgied a decision.

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

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

Burlington Resources, Inc.

Burlington filed an arbitration claim before ICSIB April 2008 against Ecuador, seeking compensation
for alleged modifications to its contracts for thevelopment of Blocks 7 and 21 in Ecuador imposeBduadorian
law 42-2006. Burlington based all claims solelywolations of the U.S.-Ecuador Bilateral Investmé&neaty. 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. Burlington presehits assessment of damages memorandum on Ju@8134,to
which Ecuador responded on May 23, 2014.

The tribunal held a hearing regarding damages fianch 2 to March 6, 2015 in Paris. On February 7,
2017, the arbitral tribunal rendered its decisidie tribunal rejected the amount of U.S.$1,515@88 claimed by
Burlington and instead awarded Burlington U.S.$809,267 plus interest reduced by U.S.$41,776,99@l43
interests due to the tribunal’s acceptance of Eausdounterclaims holding Burlington responsitie the costs of
environmental damage and failure to repair thdifees of Blocks 7 and 21, resulting in a reductiminEcuador’s
total liability.

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 were initiated in Washington DC and the Uni&agdom.
On February 10, 2017, the clerk of court for the@tS8ern District of New York granted the petitionrecognize the
award totaling U.S.$379,802,267, and additionalgwerd and post-award interest. Shortly thereafenador and
Burlington agreed to suspend any proceedings twgration of awards and the enforcement of payrobhgations
until the ICSID Annulment Committee’s decision ragjag the suspension of execution of the awardso#dingly,
the Southern District of New York and the U.S. BegtCourt for the District of Columbia stayed plloceedings
related to the enforcement of the judgment basetth@marties’ stipulation pending the ICSID’s demsregarding
the annulment of the award.

On February 13, 2017, Ecuador presented a requsst &side the arbitral decision as well as tloesiba
on the counterclaims claiming that they are boflecteve under the ICSID convention. Together viftls petition,
Ecuador requested the suspension of the arbitcadide. On February 14, 2017, the ICSID grantedpifovisional
suspension of the execution of the arbitral awayairest Ecuador. Also, on February 14, 2017, Ecuditkst an
application for annulment of the award renderedresgjdt with respect to the arbitral tribunal’s dgon on February
7, 2017. Later, the Annulment Committee was camsiit and among other duties, it had to decide on the
suspension and enforcement of the award. On Mag@8By, Burlington petitioned for the lifting of thpeovisional
suspension of the execution of the arbitral awartered against Ecuador with respect to the arlitbainal’s
decision on February 7, 2017.

On July 20, 2017, Ecuador and Burlington agreedrkehe High Court of Justice Queen’s Bench Divisio
Commercial Court in the UK, that the enforcementhaf Award be stayed until 45 days after the exipinaof the
provisional stay or expiration of the stay.

On August 31, 2017, the ICSID Annulment Commitiéed the provisional stay of the enforcement @ th
award and terminated the provisional stay. Givendecision of the ICSID Annulment Committee, Bugton has
proceeded to activate its enforcement actionsen3buthern District of New York, the U.S. Districourt for the
District of Columbia and the United Kingdom in amtance with the stipulations entered into betwéwnparties.
The parties may seek to extend the “no enforceqemdd” and are in discussions regarding the same.
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On October 6, 2017, Professor Piero Bernardini,afrtee Committee members, submitted his resignatio
The proceeding is suspended until the vacancyléslfi Thereafter, a new procedural calendar véllpbesented to
the parties.

Perenco Ecuador Limited

On April 30, 2008, Perenco Ecuador Limited (“Pec filed an ICSID arbitration claim against Ecead
seeking compensation of U.S.$440 million plus castd interest for alleged changes to its contrémtsthe
development of Blocks 7 and 21 in Ecuador imposeBduadorian law 42-2006. The amount of the claamains
subject to adjustment. Perenco argued that [a®008 modified the participation of Perenco undentraxts for
the development of Blocks 7 and 21 in Ecuador &iadl the unilateral modification of the contractsuleed 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 assasemdamages. The hearing for the assessmetdméges
took place from November 9, 2015 to November 13,52 Paris. On April 21, 2016, the parties préseériheir
final arguments. The decision on the assessmeatdrofges is pending.

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

failure to maintain the facilities of Blocks 7 aBdl, in an approximate amount of U.S.$2 billion. @arch 13, 2013,
the parties presented their respective memorantteetarbitral tribunal. Hearings took place froep&mber 9 to
September 17, 2013. On August 11, 2015, in amimtdecision, the tribunal held that contaminatmxists in
Blocks 7 and 21. However, the tribunal held th#tied environmental expert is needed in orderdtednine if the
contamination was caused by Perenco. On Noventhe&?(d6, the independent environmental expert apgadiby
the tribunal visited Blocks 7 and 21 but has né¢ased any findings yet. On September 2017, thepieradent
environmental expert returned to Ecuador to gatb#rand groundwater samples in order to assesartteint of
damages to be paid by the French petroleum com@deyenvironmental expert's stay in Ecuador is etgzbto
last approximately 50 days but may be extended. duration of the environmental expert's stay isjscibto
variation depending on the conditions of the dibdse visited a well as climatic conditions.

Murphy Ecuador Oil Company, Ltd.

Murphy Ecuador Oil Company, Ltd. (“Murphy”) has ideed that law 42-2006 modified its contracts for
exploration and production of crude oil in Ecuadesulting in an expropriation and a violation o tU.S.-Ecuador
Bilateral Investment Treaty. Murphy filed its ICSi@bitral claim against Ecuador on September 30,120n
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-hearirigi® were submitted by both parties on Januar®045. At
the request of the arbitral tribunal, both pargebmitted their briefs regarding costs on Janu&ry2016. A partial
final award against Ecuador was rendered on M&p66, ordering the payment of U.S.$19 million indayes and
the arbitration cost of 5 million Euros. The tnifah also held that the parties must submit thdgutation of the fair
market value of Murphy’s property in Ecuador foe thibunal’s consideration. On July 29, 2016, 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, 20ratbitral tribunal issued its final decision donfng its May
2016 decision from the partial final award rendaretlay 2016. In the same decision, the triburetbdmined that
the market value of Murphy is zero. As a resutti&lor must pay U.S.$19.7 million in addition t&sl$7 million
in interests. At the same time, the tribunal rigigdMurphy’s attempt to obtain an additional indé@snfor breach of
the bilateral investment treaty clause for whictvdis requesting compensation of up to U.S.$187amillOn May
16, 2017, Ecuador filed a petition before the MistCourt of The Hague requesting the annulmerthefarbitral
tribunal’s final decision with respect to the parfinal award in favor of Murphy.

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 Filankmu$s.A, Ecuador’s largest bank at the time of &sKkouptcy in
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2001. Arguing before a U.S. federal court, Ecuadi@ged that the defendants embezzled funds agdddinancial
statements thereby resulting in losses sufferethby\gencia de Garantia de Depositfiee “Deposit Guarantee
Agency” or “AGD”), in the amount of U.S.$661.5 million. Oday 30, 2013, the federal court judge granted
summary judgment against Ecuador. On August 283,2Bcuador filed for appeal in the U.S. Court pipaals for
the Third Circuit. On July 2, 2014, the Third Qiitcruled in favor of Ecuador, reversing the fedeaurt’s decision
and finding the defendants liable for the losseBilahbanco S.A. The defendants petitioned thedl8ircuit for a
hearing to review the July 2, 2014 decision, witteh Third Circuit rejected. On August 6, 2014, ttedendants
submitted their brief in support of their petitiamhich was denied by the Third Circuit court on t8efber 16, 2014.

Upon remand, the federal court, in an October 1Bl52decision, held that the ten-year statute of
limitations on the action had expired. On Novemb2y 2015, Ecuador notified the federal court tihavould
appeal this decision. On November 16, 2015, ttende@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. The final decision is giery.

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 duiee
jurisdiction were held in September 2013. The pedaggs 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@skete the arbitral tribunal’s grant of the indenuwaifion
award to Copper Mesa. On February 22, 2017, Cdglesa filed its response to Ecuador’s request tasee the
indemnification award and Ecuador filed its reptyMay 23, 2017. The hearing is expected to taliegobn March
19, 2018. On March 3, 2017, Copper Mesa filed @ipetin the U.S. District Court for the District @olumbia for
recognition of the arbitration award. The Repubfi&cuador has not been duly served with thisipatit

Zamora Gold

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

RSM Production Corporation

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

Merck Sharp & Dohme

On February 2, 2011, Merck Sharp & Dohme (“Mercfifgd 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.
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On February 5, 2016, Merck filed a petition requeestthat 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 srantee 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 Justicteoed Merck to pay U.S.$42 million with respecthe
judgment initiated against Merck by NIFA S.A. OspEember 6, 2016, the arbitral tribunal ordered Ewador
ensure that all proceedings and actions for thereafnent 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 arbitrdlutal’s final award. This decision was constitusithy
challenged by PROPHAR, S.A. Resolution of the Eodad Constitutional Court is pending. On Novemtbéy
2016, the parties presented their post-hearindgsbr@n December 2, 2016, the parties presented eonsnto their
post-hearing briefs. The final decision is pending.

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 @ario 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, 201®Pamama.

On November 30, 2015, the arbitration tribunal dediin favor of Ecuador for an amount of U.S.$30iomi.

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.$27,2liam
(before adjusting current value). The tribunal alstered 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. APhitiated proceedings for the execution of the awarithe British
Virgin Islands. Hutchison has not presented itecipns yet.

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 awdagan of
APM.

Coca Codo Sinclair

From 2012 to March 2017, CELEC EP - Unidad de NegGoca Codo Sinclair (*CCS”), an Ecuadorian
public enterprise and Sinohydro Corporation wera théy theJunta Combinada de Disput@5CD”) (“Combined
Dispute Board”), a pre-arbitral forum created unttex engineering, procurement and constructionraohithe
“EPC Contract”) for the construction of the Cocad@&inclair hydroelectric plant. The amount of dlems is yet
to be determined. Both parties presented, amorgrtblaims relating to time extensions under tRE€ Eontract,
declined payroll/tax return payments, supposed gbsirin tax laws, costs for changes in infrastrectesign,
indirect effects of the non-execution of a potdragreement between China and Ecuador relatingubld taxation,
and non-compliance with the national participatouota established in the EPC Contract for subcotitigh of
works. Synohydro Corporation has sought tax resund capital exit taxes, additional costs for emgiring designs
and a time extension for supposed extreme subgoiogical conditions. Both parties disagree wi@D3% 22
decisions. The EPC Contract allows for the panteegppeal these decisions in the Internationaln@ies of
Commerce by sending a notification of disagreemmtitin 20 days after the JCD’s decision. Arbitratis being
considered.
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Arch Trading Corp.

On June 26, 2013, Arch Trading Corp. and four othedia companies filed a claim against the Republic
of Ecuador and two other governmental entities thar alleged seizure of over 200 companies ownedhby
plaintiffs. The plaintiffs allege that they suféer damages exceeding U.S.$1 billion dollars andestgmonetary
damages plus interest and attorney’s fees.

Ecuador was served with notice on March 20, 20tdaHor filed a motion to vacate with the U.S. Dastr
Court for the Southern District of New York on J3ly2014. Hearings took place on July 31, 2014. S@ptember
5, 2014, Ecuador filed a motion to vacate on the&shaf jurisdictional objections, which was grantgdthe U.S.
District Court on May 29, 2015. Arch Trading filétd motion to appeal on August 26, 2015 to whidu&tor
presented its reply on September 23, 2015. Onadgr) 2016, the Court of Appeals held a hearigguding Arch
Trading’s motion to appeal. On October 14, 2006, Court of Appeals rejected the appeal, affirntivey decision
of the lower court. Arch Trading Corp. did noteakny further 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 connectionth an oil-field exploration contract that was nenated by
Ecuador because the plaintiffs did not agree tont renegotiated terms. See “The Ecuadorian Hopre
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 t@ada@8,
2017, the Court held a hearing regarding Ecuadd@e'3 breach of contract claim in Washington D.C.eTgarties
presented their submissions on March 3 and on Mayé parties presented their submission on costglay 29.
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. 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 re-filed.

Daniel Penades

On January 30, 2015, Daniel Penades issued progeedgainst the Republic of Ecuador in respechof a
alleged U.S.$455,000 holding of the 2030 Bond&isnWnited States District Court for the Southeratibit of New
York. Ecuador was served with a notificatiortho# claim on September 16, 2015. On January 15, Z8cuador
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 tasec 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, Ena8es
submitted a brief in support of his position. Edofiled its brief in response on February 7, 200hn February 7,
2017, Mr. Penades filed a motion requesting a gxtension to file his reply brief by March 8, 201@n February
8, 2017, the United States Court of Appeals for3keond Circuit granted Mr. Penades’ motion. Obriary 23,
2017, the United States Court of Appeals for theoBd Circuit scheduled the case for the week conesingron
May 1, 2017. On March 8, 2017, Mr. Penades filedrbply brief. On May 5, 2017, the case was subkuhitd the
United States Court of Appeals for the Second @irfiou review. On May 17, 2017, the United Statesuf@ of
Appeals for the Second Circuit entered a summadgroaffirming the judgment of the United Statestiis Court
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for the Southern District of New York, granting Eclor's motion to dismiss Mr. Penades’ complaint. NDay 31,

2017, Mr. Penades filed a petition for a reheaengbanc of the United States Court of Appeals Her $econd
Circuit's summary order affirming the judgment b&tUnited States District Court for the Southerstiit of New
York. On July 5, 2017, the United States Court ppgals for the Second Circuit denied Mr. Penadestipn for a
rehearing en banc.

Caribbean Financial International Corp v. Ecudo£erporaciéon 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 @iel Primer Circuito Judicial de Panama (the €lfth
Court of the Civil Circuit in the First Circuit d#anama”) for an amount of U.S.$65,9 million plosts, expenses
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 thkéng 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 Coazucar Caribbean Financial International
Corporation — CFlI

On August 8, 2012, ECUDOS S.A. initiated a procegdagainst CFl seeking annulment of the CFI-
TRAINSAINER S.A. contract as well as of the pronoigsnote in favor of CFI. As it is an annulment faut, the
amount of the lawsuit is undetermined. Admissiontlté evidence brought by the parties is pendinderAf
consideration of the admissibility of the evidendmth parties will present their pleas. A decision the
admissibility of the evidence is pending.
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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 woutdedse
money supply. Between 2012 and 2016, Ecuador exyed fluctuations between balance of paymentitefnd
surpluses. While there were surpluses in 2013 2001, there were deficits in 2012, 2014 and 20Fsr the
quarters ended in March 2016 and March 2017, tivere balance of payments deficits.
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Source: Based on Figures from the Central Bank Bedeof Payments Quarterly Bulletin for the Firsta®ter of 2017. Amounts in
U.S.$ millions.

In 2012, an increase in Government investment tnned to a deficit of U.S.$581.9 million. In 2Q1&h
improvement in the financial account that was thsutt of an increase in bilateral debt and cornedimgy loan
disbursements contributed to a balance of paymemtdus of U.S.$1,845.9 million. However, the emtraccount
deficit of U.S.$923.4 million registered in 201%resents a decrease compared to the U.S.$165i8malirrent
account deficit registered in 2012. This defisitthe result of an increase in imports, particulawith 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.$2,914.6 miiliv2013 to
U.S.$323.5 million in 2014 as a result of a deaeeasinvestment for that year. However, the cur@rcount
improved from a deficit of U.S.$923.4 million in PZBto a deficit of U.S.$523.4 million in 2014. Shimprovement
was due to the improvement in the trade balancen feodeficit of U.S.$528.6 million in 2013 to a afiof
U.S.$63.5 million in 2014, which was due to an @age in non-petroleum exports in 2014, particulbalyana and
shrimp exports.

In 2015, Ecuador’s balance of payment deficit gtew).S.$1,488.4 million as a result of a decreashé
current account. The current account decreasad fodeficit of U.S.$523.4 million in 2014 to a i of

96



U.S.$2,108.3 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 payments surplud. $f$1206.7 million, an increase compared to the
U.S.$1,488.4 million deficit in 2015. The balandgayments surplus was due to an increase in tirerduaccount.

The current account increased from a deficit of. $238.08.3 million in 2015 to a surplus of U.S.$T,43
million in 2016. The surplus in the current accowas principally due to an improvement in the tradiance from
a deficit of U.S.$1,649.8 million to a surplus ofS41,567.3 million, which was due to a decreasémiports
particularly with respect to fuel and lubricantsaasl as capital goods.

For the second quarter of 2017, there was a balahpayment surplus of U.S.$652.3 million, a dasee
of U.S.$202.3 million compared to the U.S.$854.%liam balance of payment surplus for the secondrtguaof
2016. This decrease was due to a decrease of 94&88illion in the current account surplus an@mnancrease of
U.S.$665.8 million in liabilities of the capital @financial account. Additionally, in the seconcagper of 2017, the
current account registered a surplus of U.S.$53IlBbmand the capital and financial account regiistd a surplus of
U.S.$616.7 million.

In the years from 2012 to 2016, the total balarfggagments has heavily depended on petroleum export
Although non-petroleum exports are increasinglyobeiag 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 petrolptioes have offset this deficit and resulted inrlyerade 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@&ltecreases in remittances occurred due to theenieg of the
euro against the dollar and the economic recessi&pain, which represented 14.4% of all remittarntoeEcuador.
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 Ecizgadaigrants 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 ACCOUNL v -165.3 -923.4 -523.4 -2,108.3 1,437.6
Trade Dalance.........co.cooveeveeveeesvceeeeeeeeeseeeee e 49.9 -528.6 -63.5 -1,649.8 1,567.3
EXPOrts (FOBY .......cooveieeieececoe e 49.9 25,586.8 26,596.5 19,048.7 17,4254
Petroleum and derivatives ............cccccceeenee. 13,792.0 14,107.2 13,275.5 6,660.1 5,459.2
NON-Petroleum .........cccceevrreeiricimemmme e 9,972.8 10,643.7 12,448.9 11,670.6 11,338.5
Non-registered commerce and other exports 804.1 835.9 872.0 718.1 627.7
IMPOrtS (FOB) ...ovviiiiiieieiciiireeree e, -24,519.0 -26,115.3 -26,660.0 -20,698.5 -15,858.1
SIVICES. oo, -1,394.3 -1,419.6 -1,170.7 -805.2 -1,054.5
Rendered services (credit) 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 -3,194.3
Transportation -1,708.4 -1,708.9 -1,743.9 -1,510.1 -1,238.2
Travel -610.6 -622.5 -634.6 -638.6 -661.1
-879.4 -1,129.5 -1,138.5 -1,047.8 -1,295.0
|nvestment income ................................................. -1,3011 -1,3741 -1,5533 -1,7311 -1,8555
Inflows (credit) .... 104.9 112.6 120.7 140.3 161.4
Outflows (debit) .......ccccovvuenene -1,406.0 -1,486.7 -1,674.0 -1,871.4 -2,016.9
Employees’ remuneration .... . -8.4 -9.8 -11.4 -13.5 -14.4
Direct investment income ............cccccevereene. -674.4 -680.5 -663.2 -598.0 -433.1
Portfolio investment income.............ccccceene. -64.0 -63.7 -143.2 -230.9 -300.7
OtNET oo -659.2 -732.7 -856.1 -1,029.0 -1,268.7
NEL EFANSTEIS e 2,480.2 2,398.8 2,264.1 2,077.8 2,780.3
Emigrant remittances .........ccccoovviiiimemmeecieenns 2,466.9 2,449.5 2,461.7 2,377.8 2,602.0
Capital and financial acCoUNt.............c.coevvrvervencennns -514.0 2,914.6 323.5 584.7 -130.1
Capital CCOUNt .....vvvevireieieee et 1215 66.1 66.8 -69.1 -813.8
Financial 8CCOUNt ...........cc.ovcueveeecee e -635.5 2,848.5 256.8 653.8 683.8
Direct INVESIMENT .......ccoveirieiiieiseeeme e 567.5 727.0 772.3 1,322.0 754.6
Portfolio Investment ..........cccocoviieiicamac e, 66.7 -909.8 1,500.4 1,473.4 2,200.9
Other INVESIMENT ......ccovvvrveirieinrieeeee e -1,269.7 3,031.3 -2,015.9 -2,141.6 -2,271.8
Errors and OMiSSIONS.........c..ovevevereeeesmmmreeeeeeresensesens 97.4 -145.3 -224.6 35.2 -100.8
Total balance of payments.............cco.ceeevurvermsrneernns -581.9 1,845.9 -424.5 -1,488.4 1,206.7
FINANCING ..ot 581.9 -1,845.9 4245 1,488.4 -1,206.7
International Reservé®..............ccccccovvvememmennn. 475.1 -1,878.0 4115 1,453.1 -1,762.9
IMF 108NS ..o - - - - 365.2
Exceptional Financing, f&t............cccccoovvevvimems 106.8 32.1 13.0 35.3 191.0

Source: Based on figures from the Central Bank 2QLliarterly Balance of Payments Bulletin for the @&t Quarter of 2017. Balance of
payments data is published by the Central Bankroarmual and quarterly basis.
2) Balance of payments data is published by the CleBtmak on an annual and quarterly basis, not byeséen.
2) Figures differ from “Exports-(FOB)” charts and “R&aDP by Expenditure” chart due to the inclusionnoh-registered commerce

and “other exports.” “Non-registered commerce”liies goods, which for some reason are not regidtby customs.

Ecuadorian customs

may not register commerce under various situatindsiding, but not limited to, delays in the subsis of export forms, false declarations,
different statistical treatment in the country witthich Ecuador has engaged in trade, sales of almentid, and arms trade. “Other exports”
includes exports of goods for processing, repagazfds, goods acquired in ports through variousspartation means and non-monetary gold.

3) Data corresponds to changes in International Reserilegative numbers indicate an increase inrlatemal Reserves and positive

numbers indicate a reduction.

4) Data refers to the refinancing of existing deltaficing necessary for repayment of arrears, antslpaocured for the purpose of

financing the balance of payments.

98



Quarterly Balance of Payment®
(in millions of U.S.$)
For the Quarter Ended,

March 2016 June 2016 March 2017 June 2017
CUITENt ACCOUN .....voeeceeeeceeee e -54.8 954.2 307.5 59.2
Trade balance...... 20.3 846.2 533.5 199.2
Exports (FOBJ?... 3,786.4 4,460.3 4,855.4 4,825.9
Imports (FOB) . . -3766.0 -3,613.8 -4,321.9 -4,626.7
SEIVICES. ... ceeeereeeeeeeneeseir e -196.8 -259.9 -243.6 -277.1
Rendered services (credit) 565.4 492.4 556.6 530.5
Transportation . 91.5 102.2 94.5 102.5
Travel 391.8 315.3 397.8 3724
Other 82.0 74.8 64.3 55.5
Rendered services (debit)... -762.2 -752.2 -800.2 -807.6
Transportation -297.7 -283.7 -340.3 -357.3
TrAVEl ..o -162.1 -158.1 -164.5 -170.9
Other ............ -302.3 -310.4 -295.4 -279.4
Investment income.. -471.2 -464.7 -600.6 -546.2
Inflows (credit) .... . 38.9 37.0 45.3 43.7
Outflows (debit) ........c.coc... -510.1 -501.7 -645.9 -590.0
Employees’ remuneration..................... -3.9 -3.9 -3.6 -3.3
Other outflows investment incoffie....... -506.2 -497.8 -642.2 -586.7
NEt tranSfers........cooveueveeceereeemeeeeeeeeeee e, 592.9 832.3 618.2 683.4
Emigrant remittances ...........cccocviviieemeen. 594.7 669.5 625.7 698.9
Other transfers . 110.9 288.8 116.2 119.6
Outgoing transfers........c.cccooeeveneeienieennens -112.8 -126.0 -123.7 -135.1
Capital and financial account -144.7 -49.1 -763.4 616.7
Capital aCCOUNt........coeeeveeereceerereeeceeeeeaae. -535.5 -314.3 15.2 16.7
Financial account 390.8 265.2 -778.5 600.0
Direct Investment... 198.6 128.5 184.9 175.1
Portfolio Investment .. -328.1 92.5 1,033.2 2,372.3
Other Investment.... 520.3 441 -1,996.6 -1,947.4
Errors and OMiSSIONS ..........c.c.ovecueuevvecvoemmneeena. 108.7 -50.6 5.1 -23.7
Total balance of payments...........c.cc.cccceveveeuene. -90.7 854.5 -460.9 652.3
Financing .......ccccoeeeenens 90.7 -854.5 460.9 -652.3
International Reservé8. 77.1 -860.7 449.2 -657.5
IMF loans ........ccceevennenne. . - - - -
Exceptional Financing, n&t...................... 167.9 6.2 116 5.3

Source: Based on figures from the Central Bank 2Qa@rterly Balance of Payments Bulletin for the @etQuarter of 2017. Balance of

payments data is published by the Central Bankroarmual and quarterly basis.

(1) Balance of payments data is published by the CleB&mak on an annual and quarterly basis, not byeséen.

(2) Figures include “non-registered commerce” and “o#hgorts” and therefore differ from figures inckelin “Exports-(FOB)” and “Real
GDP by Expenditure” tables. “Non-registered commaéincludes goods not registered by customs fasaas such as delays in the
submission of import or export forms, falsely deethgoods for import or export, different statiatiteatment of goods in the origin or
destination country, undeclared imports or exp@res, contraband), and arms trade. “Other expantdudes exports of goods for
processing, repair of goods, goods acquired alvgachnsportation companies and non-monetary gold.

(3) Includes direct investment income, portfolio invesnht income and other investment income.

(4) Data reflects changes in International Reservesrevhegative numbers indicate an increase in latiermal Reserves and positive
numbers indicate a decrease.

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

Current Account

In 2013, the current account registered a defict). &.$923.4 million (0.97% of GDP) compared to the
current account deficit of U.S.$165.3 million in120(0.19% of GDP), which was partly due to the ltestilower
services and investment income balances and ptinzaresult of a decrease in the trade balancaaaa increase
of imports. The current account deficits were fiioed by external debt, including Chinese bilateradlits. In 2014,
the current account improved and registered aitlefit).S.$523.4 million (0.51% of GDP), which wtee result of
an increase in non-petroleum exports. The currecount for 2015 resulted in a deficit of U.S.$2,B0fillion
(2.12% of GDP) caused by the decrease in the pfipetroleum exports. The current account for 2@&Hailted in a
surplus of U.S.$1,437.6 million (1.5% of GDP) calds the surplus in the trade balance and the sitipl net
transfers. In the second quarter of 2017, the ntigecount registered a surplus of U.S.$59.2 mijleodecrease of
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U.S.$895.0 million compared to the U.S.$954.2 wiillsurplus for the second quarter of 2016. Theedser in the
surplus of the current account was mainly due de@ease of U.S.$647.3 million in the trade balaaneincrease
in the deficits of the services and the investmianbme accounts of U.S.$17.1 million and U.S.$8hiflion
respectively and a decrease of U.S.$148.9 millioneit transfers.

Although the levels of imports increased from 2842014, the rate of increase declined over thiseth
year period due to the Republic’'s promotion of dstieeproduction. 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 comparechéoprevious year. This decrease was principally ua
decrease in the price of crude oil and a decreagaports of fuel and lubricants. For the secondrtpr of 2017,
imports totaled U.S.$4,626.7 million compared t81$3,613.8 million for the second quarter of 20MlGis increase
in the level of imports was due to an increaseriparts of 34.1% in consumer goods, 36.3% in fuel labricants,
33.7% in raw materials and 14.1% in capital goods.

The trade balance registered a deficit of U.S.$28llion in 2013, a decrease from a U.S.$49.9ianill
surplus in 2012. The deficit was due to the inseeim imports from the previous year. In 2014, tilaele balance
registered a deficit of U.S.$63.5 million. Incredishrimp exports for the period contributed to tieiduction in the
deficit. In 2015, the trade balance registeredeficil of U.S.$1,649.8 million, which was the resof lower
revenues from petroleum exports as a result oflfeéine in the price of oil. In 2016, the tradéab&e resulted in a
surplus of U.S.$1,567.3 million, an improvement pamed to the U.S.$1,649.8 million trade balanceécdeh
2015. The trade balance for the second quartel0d¥ 2esulted in a surplus of U.S.$199.2 milliondexrease
compared to the U.S.$846.2 million surplus in taeosd quarter of 2016. An increase in imports «timgj mainly
of durable and non-durable consumer goods, fuellamdcants, industrial raw materials, industrialpttal goods
and transportation equipment capital goods corteibto this decrease in the surplus.

The services balance registered a deficit of U886 million in 2013, a U.S.$25.3 million increasom
2012. Thisincrease was the result of an incrgmtiee amount of services that were contracteddikwn domestic
infrastructure projects. In 2014, the servicesabed registered a deficit of U.S.$1,170.7 milliom 2015, the
services balance improved to a deficit of U.S.$808illion as a result of an improvement in the rened services
balance. In 2016, the services balance registerict of U.S.$1,055.2 which is an increase fritra U.S.$805.2
million deficit of 2015 . This increase was theule®f a decrease in the credit amount for rendeexdices. The
services balance for the second quarter of 201iteesin a deficit of U.S.$277.1 million, an incseacompared to
the U.S.$259.9 million deficit in the second quarté 2016 as a result of an increase in the defititendered
services received of U.S.$55.2 million due to acréase in imported freights compared to a U.S.$88IRon
increase in credits of rendered services.

The investment income balance registered a defidit S.$1,857.6 million in 2016, which was an irase
from the deficits of U.S.$1,737.1 million, U.S.$33%9 million, U.S.$1,374.5 million and U.S.$1,301dlion in
2015, 2014, 2013 and 2012, respectively. The coatinincreases from 2012 to 2016 are primarily duart
increase in interest payments related to the iseréa bilateral and multilateral debt as well asramease in the
portfolio. For more information regarding the Rejicib public debt, see “Public Debt-Debt ObligatchThe
investment income balance for the second quart@0d¥ resulted in a deficit of U.S.$564.2 millian increase
compared to the U.S.$464.7 million deficit in theeand quarter of 2016. This increase in the defieis due to the
payment of interests from the investment portfaiod to public and private external debt which iase# in
U.S.$88.6 million and U.S.$9.4 million, respectivel

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.B822million in 2016. The year on year fluctuatitor
remittance levels from 2012 to 2015 reflected th@nemic situation of those countries from which tamittances
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were received. In 2016, the majority of remittancase from the United States, Spain and Italy w8l2%, 26.4%
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, amul talghe
response of Ecuadorian migrants to the Pedernaldbdtiake. For the second quarter of 2017, remeiis totaled
U.S.$698.9 million, an increase compared to the.$669.5 million total for the second quarter of @0This
increase in remittances is due to the seasonaliyewonomic situation of the main countries whecaadorians
living abroad reside, including the United Statgsain, and Italy, among others.

Capital and Financial Account

The capital and financial account measures valugiio Ecuador’s assets and liabilities againstetodshe
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.$2,915I0omiprimarily
due to the net proceeds from the 2024 Bonds. Irb20f capital and financial account registered.$590.6
million, an increase from a surplus of U.S.$324illion in 2014. This increase was the result ofreéased foreign
investment in 2015. In 2016, the capital and finaraccount registered a deficit of U.S.$127.3 il This deficit
was the result of a deficit in the capital accoomtsisting mainly of a decrease in outgoing capitaisfers. In the
second quarter of 2017, the capital and finandebant registered a surplus of U.S.$616.7 milliompared to the
deficit of U.S.$49.1 million for the second quartér2016. This increase was due to an increase.$f$3,279.8
million in liabilities of the investment portfoliand to the increase of assets and decrease iitiksbiof
U.S.$1,903.3 million in the other investment acdowhich is composed of assets and liabilities cstivgy of
commercial credits, loans, deposits and currencgiriculation and other liabilities such as non-nmtang capital
subscriptions to international organizations angidie accounts payable and accounts receivable.

Ecuador experienced an increase in direct investfoe 2013, where direct investment totaled U.3%7
million, which represents a 28.1% increase from th8.$567.5 million in 2012. This increase was dae
continuing investment in Ecuador’s infrastructureparticular, its electricity and water secton 2014 and 2015,
total direct investment continued to increase t8.8772.3 million and U.S.$1,322.0 million, respesly. These
increases were principally due to an increase westment in the mining sector. In 2016, total dinevestment
decreased to U.S.$737.7 million. This decreasepriasipally due to a decrease in investment inntfzaufacturing
and in the services rendered to businesses sedtorsthe second quarter of 2017, direct investnieteled
U.S.$175.1 million, an increase compared to the.$138.5 million total for the second quarter of @0This
increase was principally due to an increase of $1L%8 million in shares and equity interests, atrdase of
U.S.$2.1 million in reinvested earnings and to acrease of U.S.$17.9 million consisting in net tapi
contributions of related companies.

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 2014 a@dl5, the investment portfolio registered a sugpd
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. The investment portfolio fille second quarter of 2017 registered a surplis $f$2,372.3
million, an increase compared to the U.S.$92.5ionilsurplus for the second quarter of 2016 mainlg tb the
Republic’'s issuance of U.S.$1.0 billion notes do22with a coupon of 8.750% and to the issuandd.8{$1.0
billion notes due 2027 with a coupon of 9.625% hsfued on June 2, 2017.

International Reserves

Ecuador’s International Reserves, include, amath@roitems, cash in foreign currency, gold reserves
reserves in international institutions, ateposits from Ecuador’s financial institutions arah-financial public
sector institutions.In 2012 and 2013Ecuador’s International Reservestaled U.S.$2,482.5 million and
U.S.$4,360.5 million, respectively. In 2015, Ecuasldnternational Reserves totaled U.S.$2,496.0lionil a
decrease from 2014, when International Reservatetbt).S.$3,949.1 million. This decrease was dueansfers
to the Liquidity Fund for the purpose of strengingnthe financial safety net. In 2016, Ecuadonteinational
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reserves totaled $4,258.8 million, an increase f&@h5. This increase was primarily due to loan ulisements,
external debt servicing and hydrocarbon operations.

As of September 30, 2017, Ecuador’s Internatiétederves totaled U.S.$2,362.4 million, a decreasea f
September 30, 2016, when International Reservaketbt).S.$4,472.9 million. This decrease was pilsndue to
payments made abroad by private sector entitiesné balance between deposits and withdrawalseirCentral
Bank's vaults, and debt service payments.

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 prediibie Republic’'s main exports are relatively lgdiin terms of
sectors and export markets. Two of Ecuador’s poaicgxport markets, the United States and the Eamopnion,
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 majorftfcuadorian export products. According to expgR©B)
data, in 2012, 2013, 2014, 2015 and 2016 exportpeaifoleum and petroleum derivatives accounted for
approximately 58.0%, 57.0%, 51.6%, 36.4% and 32b%tal exports, respectively. Between 2011 adt4? non-
petroleum exports, which include, among otherswéls, vehicles, manufactured textile products amafood,
increased an average of 10.0% per year, but dextdas 6.3% in 2015. Ecuador’s total export trads reown
steadily during the period between 2011 and 20L# dbecreased in 2015 and in the second and thiageguof
2016, due to a decrease in non-petroleum revenuesisting mainly of decreases in banana and tudafiah
exports, despite the increase in oil exports. Adiogr to exports (FOB) data, in 2016, total expaltsreased to
U.S.$16.798 million, compared to U.S.$18.331 millin 2015. According to exports (FOB) data, fae theriod of
January through July 2017, overall exports incrédaseU.S.$10,998 million, compared to U.S.$9,368ion for
the same period for 2016.

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, 2012 24,568.9 -24,519.0 49.9
Year Ended December 31, 2013 25,586.8 -26,115.3 -528.6
Year Ended December 31, 2014 26,596.5 -26,660.0 -63.5
Year Ended December 31, 2015 19,048.7 -20,698.5 -1,649.8
Year Ended December 31, 2016 17,425.4 -15,858.1 1,567.3

Source: Based on Figures from the Central Bank Bedeof Payments Quarterly Bulletin for the Secomdu@r of 2017.
(1) Data for exports and imports reflect figuresnfr“Balance of Payments” chart.

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

Exports Imports Balance
First Quarter of 2016........ccooiuiriiiiieeee e 3,786.4 -3,766.0 20.3
Second Quarter of 2016 4,460.3 -3,613.8 846.5
First Quarter of 2017 .......coouiiiiieiiieeee e 4,855.4 -4,321.9 533.5
Second Quarter of 2017 4,825.9 -4,626.7 199.2

Source: Based on Figures from the Central Bank Bedeof Payments Quarterly Bulletin for the Secom@@r of 2017.
(1) Data for exports and imports reflect figuresnfr“Balance of Payments” chart.
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Trade Policy

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

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

In the early 1990s, the Government began to siganfiy liberalize its foreign trade policy. As asuét of
those reforms, the tariff structure was 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 gabdsnall number of products, including plantingdg, are
subject to a tariff rate of zero, while the 35%ftas exclusively applied to the automobile indystAverage 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 progressnalyased
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 Decen20®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 exiembor
the first U.S.$1,000 in a 15-day period as longiasiebit 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.

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 statusiaflor enforced these tariffs for one year, in otdeestore its
trade balance.

On December 12, 2014, representatives from Ecusddinistry of Foreign Commerce signed a trade
agreement with the European Union, which requirgzaval 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. Theargl will be built in the city of Riobamba and wploduce an
estimated 2,400 tons of clinker per day. As pathe agreement, Cementos Yura S.A. will hold é&83stake in
EPCN. The Government has stated that the dompsttuction 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 balangegiments 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”).
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In January 2016, the Committee on Foreign Tradeiffredccertain tariff surcharges set by the Marcii20
resolution, from a 45% surcharge to a 40% surchadgditionally, on April 29, 2016, the Committea &oreign
Trade delayed the release of the tariff surchaigesn additional year.

There have also been other measures taken to s$ecteaal production, including the creation of the
Ministry of Commerce and the enactment of the 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 (includfreling products, bananas, flowers, coffee, codeats, and
nuts) to have greater access to the European markee Ministry of Foreign Commerce estimates tthas
agreement will increase the Ecuadorian supply otilganto and from the European Union by 1.6% Wa20. The
trade agreement requires the approval of each efNhational Assembly, the European Parliament, dred t
legislatures of the 28 EU member countries in otddse effective. In January 2017, both the Eurnpdaion and
Ecuador implemented the trade agreement on a ogishasis.

The dismantling of tariff surchargamplemented in 2015 to improve the balance of payshas led to a
reduction of the 10% tariff surcharge to 5% and2B&% tariff surcharge to 11.7%s of May 1, 2017.

Regional Integration

Ecuador’s trade integration policy consists of entenew markets strategically, promoting the glowt
non-traditional exports, and encouraging investmerticuador has intensified its efforts to strengthiirde
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 Remubkdance of payments in 2009 as a result of the
global recession;

* 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 Europearottiirough preferential trade status;

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

* Signing a trade agreement with the European Umiajuly 2014 that expands access to the European

market for Ecuadorian exports and lowers tariffiekiton European imports into the Ecuadorian
market.
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Composition of Trade

In 2012, exports continued to grow, although dbeear pace than in 2011. Exports increased 69012
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&8&d2production, a sharp increase in shrimp exgdf%o), and
an increase in crude oil exports (6%).

In 2014, despite a 3% decrease in crude oil expovtsall exports increased with U.S.$25,724 millian
increase of 4%, compared to 2013. The increasepwasrily due to improved banana (11%) and ca&694)
production, as well as a sharp increase in shrixppres (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¥)(@nd exports
of tuna and other fish (18%). The decrease inemitlexports reflected the decrease in the prfcerude oil in
2015.

In 2016, overall exports decreased to U.S.$16,788om 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 the period of January through July 2017, oVvengborts increased to U.S.$10,998 million, an éase
of 17.4% compared to the U.S.$9,368 million for #aene period for 2016. This increase was primalilg to an
increase in crude oil exports (29.5%), as well msnarease in shrimp exports (21.9%) and an inergavananas
and plantains exports (16.5%).

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

Exports - (FOB)Y

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

For the Year Ended December 31, January - July
2012 2013 2014 2015 2016 2016 2017

US$ % US$S % US$ % US$S % US$S % US$S % USS %
Crude Ol ...ooveeeveeiiiieiiciiieee 12,711 53.5 13,412 542 13,016 50.6 6,355 34.7 5,054 30.1 2,676 28.6 3,466 31.5
Bananas and plantains.......... 2,078 8.7 2,323 94 2577 100 2,808 153 2,734 16.3 1,622 173 1,891 17.2
Petroleum derivatives. ... 1,081 45 695 2.8 259 1.0 305 1.7 405 24 227 24 352 3.2
Shrimp ..o ... 1278 54 1,784 72 2513 98 2,280 124 2580 154 1,447 154 1,764 16.0
Cacao . 345 15 423 1.7 576 2.2 693 3.8 621 37 319 34 301 2.7
Coffee...cccoveeennne 75 03 28 0.1 24 01 18 0.1 18 0.1 7 01 9 01
Tuna and other fish. . 324 14 278 1.1 296 1.2 258 1.4 244 15 160 1.7 137 1.2
FIOWErS ... 714 3.0 830 34 918 3.6 820 4.5 802 4.8 497 5.30 566 5.1
Metal Manufacturing.............. 897 3.8 508 2.1 519 2.0 510 2.8 402 24 231 25 238 2.2
Other product® ... 4262 179 4,470 181 5,024 195 4,284 234 3,936 234 2,182 233 2,275 20.7
Total.ooeeecce e, 23,765 100 24,751 100 25,724 100 18,331 100 16,798 100 9,368 100 10,998 100

Source: Based on figures from the Central Bank Aug8017 Monthly Bulletin (Table 3.1.1).

(1) Includes vehicles and their components.

(2) “Other products” consist of non-traditional rpary and manufactured products, including abacadwother primary products, processed
coffee, processed cacao products, fish flour, othemed seafood, chemicals and pharmaceutical gigdoats and textile manufactured
products.

(3) Figures do not include “non-registered commeegel “other exports” and therefore differ from expfigures in “Balance of Payments”
and “Real GDP by Expenditure” tables. See footioté “Balance of Payment” chart.
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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 - July,
2012 2013 2014 2015 2016 2016 2017
US$ % USS$S % USS$S % US$ % US$ % USS$S % US$ %

Consumer goods

Non-durable goods........... 2931 115 2,997 11.1 3,014 109 2,695 125 2,140 13.1 1,156 131 1,325 122
Durable goods. . 85 2210 82 2230 80 1593 74 1241 7.6 670 7.6 951 8.7
Postal traffic............ccccec... 0.7 240 0.9 208 0.8 131 0.6 136 08 72 0.8 92 0.8

Fuel and combustibles...... 5,612 22.0 6,110 226 6,617 239 4,171 194 2632 16.1 1,381 157 1,822 16.7
Primary Materials

Agriculture........cccooeveenenns 1,059 42 1,124 42 1351 49 1,199 56 1,112 6.8 601 6.8 672 6.2
Industrial........c.ccccoevncnnne. 5796 227 6,198 229 6,147 222 5445 253 4501 276 2401 272 3,139 2838
Construction materials...... 968 38 1,010 37 1,120 4.0 658 3.1 413 25 218 25 271 25
Capital Goods

Agriculture. . 121 05 125 05 128 05 144 0.7 117 0.72 65 0.7 77 0.7
Industrial........c.cccoeevrcnne. 4642 182 5,077 188 4,898 17.7 3,948 183 2978 182 1,690 19.2 1,845 16.9
Transportation Equipment 1,969 7.7 1863 69 1954 7.0 1471 6.8 992 6.1 532 6.0 661 6.1
OET oo, 46 0.2 67 0.2 60 0.2 63 03 62 04 37 0.4 31 0.3

25,47
Total..oeeeecee e 7 100 27,021 100 27,726 100 21,518 100 16,324 100 8,823 100 10,885 100

Source: Based on figures from the Central Bank Au8017 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 “non-registered commerce” and “other exportgjufies in calculation of total exports in this cha$ee footnote 1 of “Balance of
Payment” chart.

(2) “Other products” consist of non-traditionalrpary and manufactured products, including cannaébse, vehicles and chemicals.
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Ecuador’s largest trading partners are the UnitéateS, the European Union, Chile, Peru, and
Colombia. The following table sets forth informatioegarding the country of destination of the Réipish
exports.

Exports - (FOB) by Destination Country®

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

January - July
2012 2013 2014 2015 2016 2016 2017
Uus$s % US$S % US$S % US$S % US$S % US$ % USs$ %

Americas
United States................... 10,617 44.7 11,043 44.6 11,240 43.7 7,226 394 5436 324 3,081 329 3,651 33.2
Peru .............. . 1991 84 1901 7.7 1582 6.1 934 5.1 934 5.6 459 49 680 6.2
Colombia. 1,056 4.4 912 37 951 3.7 784 4.3 811 4.8 445 47 434 4.0
Chile........ ... 1991 84 2457 99 2328 90 1,138 6.2 1,151 6.9 602 6.4 752 6.8
Other (Americas). ... 2,981 125 2,126 86 2951 115 1689 9.2 1,752 104 989 10.6 951 8.7
Total Americas............... 18,636 78.4 18,439 74.5 19,052 74.1 11,771 64.2 10,083 60.0 5,576 59.5 6,468 58.8
Europe
European Union (EU)....... 2,446 10.3 3,011 122 2,981 116 2,773 151 2,832 169 1,652 176 1,889 17.2
taly ..cooeveeieene, 487 2.1 416 1.7 431 1.7 326 1.8 461 2.7 253 2.7 359 3.3
United Kingdom 164 0.7 170 0.7 176 0.7 166 0.9 139 0.8 85 0.9 116 1.1
Germany........ccoeeveenens 377 1.6 411 1.7 526 2.0 549 3.0 531 3.2 329 35 292 27
Spain 442 1.9 777 3.1 525 2.0 484 2.6 547 3.3 316 34 354 3.2
Other (EU).....ccccoevvnenen. 975 41 1,237 50 1323 52 1,249 6.8 1,153 6.9 669 7.1 769 7.0
Rest of Europe.................. 947 40 1,097 44 1,072 4.2 903 5.0 9025 54 520 5.6 582 5.3
Total Europe........c.cccuee. 3,392 143 4,108 16.6 4,053 15.8 3,676 20.1 3,734 222 2,172 232 2471 225
Asia
Taiwan 6 0.0 8 0.0 7 0.0 6 0.0 9 0.1 4 0.0 8 0.1
Japan .. 657 2.8 572 2.3 326 1.3 331 1.8 22 19 162 1.7 199 1.8
China.......ccooeeviieiieecee 392 1.6 564 2.3 485 19 723 3.9 656 3.9 355 38 425 3.9
South Korea..........cccccveene 40 0.2 45 0.2 57 0.2 173 0.9 83 05 45 0.5 67 0.6
Other countries. 483 2.0 864 35 1558 6.1 1,475 80 1,775 10.6 962 10.3 1,303 11.9
Total Asia......ccoceevveeennn, 1,578 6.6 2,053 83 2433 95 2,708 148 2,842 169 1,528 16.3 2,002 18.2
AFFiCa o 110 05 99 04 122 05 105 0.6 65 04 44 0.5 22 0.2
Oceania........... 31 0.1 39 0.2 45 0.2 51 0.3 52 03 31 0.3 33 0.3
Other countries... 17 0.1 13 0.1 20 0.1 20 0.1 21 0.1 18 0.2 2 00
Total.eoooeeeceeeeecee e 23,765 100 24,751 100 25,724 100 18,331 100 16,798 100 9,368 100 10,998 100

Source: 2012 figures based on figures from the @eBank December 2015 Monthly Bulletin (Table 8)12013 through 2017 figures based

on figures from the Central Bank August 2017 MgnBulletin (Table 3.1.5).

(1) Total export figures differ with export figuré®m “Balance of Payments” chart and “Real GDPExpenditure” chart due to the exclusion
of “non-registered commerce” and “other expoffigures in calculation of total exports in this cha See footnote 1 of “Balance of
Payment” chart.

(2) Includes Canada, the Central American Commork®taArgentina, Brazil, Mexico, Panama, VenezuBlaljvia and other countries in the
Americas.

(3) Includes Belgium, Luxembourg, France, Holland ather countries in the EU.

(4) Includes the European Free Trade Associatichotiner countries in Europe.

(5) Includes Hong Kong and other countries in Asia.
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The following table sets forth information regarmglithe country of origin of the Republic’s imports the
periods presented.

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

January - July

2012 2013 2014 2015 2016 2016 2017

Americas?

MEXICO ...eevieteeeieecte ettt e et et ner e 896 963 967 656 491 270 362

United StateS .....cceeivieiiieciieie et cmeemere e aes 6,802 7,755 8,751 5,806 4,117 2,360 2,606
Central AMEIICA ...c.veeeivieecieeciie e cemmaere e 94 107 104 96 95 56 63
South America and the Caribbean

AIGENEING ..ot e 480 415 501 235 218 94 195

Brazil ....... . 929 871 863 712 672 363 461

Bolivia ...... 31 110 114 183 192 91 95

Colombia..... . 2,198 2,288 2,201 1,766 1,421 714 939

Chile......... . 628 628 583 551 478 246 296

Panama 1,601 1,765 1,442 1,022 889 422 628

PerU ..cvveeeicece e . 1,130 1,118 1,024 789 689 386 432
Rest of Americas and Caribbean 1,091 676 678 487 368 193 264

TOTAL AMERICA 15,880 16,697 17,227 12,302 9,630 5,195 6,342

Europe
GEIMEANY ..ottt 592 578 578 497 398 226 275
284 292 326 344 258 152 138
613 738 618 430 357 188 323
486 341 151 87 51 28 42
" 939 961 1,315 1,126 793 403 627
Rest of EUIOPE.......cccoiiiiiiiii e 361 301 302 313 313 197 156
TOTAL EUROPE ...t 3,275 3,210 3,288 2,796 2,170 1,195 1,561
Asia
2,829 3,476 3,613 3,266 2,549 1,348 1,616
732 599 574 478 293 159 226
193 205 213 182 123 70 74
796 1,008 902 792 526 294 341
1,363 1,442 1,548 1,431 783 429 568
TOTAL ASIA s 5,913 6,731 6,851 6,148 4,275 2,301 2,825
Postal Traffic and regions excluding the Americas,
EUrope and ASial...........ocuueerrereereimmmeeseeeseieeeeseeene. 409 383 360 272 249 132 157
TOtAl oo 25,477 27,021 27,726 21,518 16,324 8,823 10,885

Source: 2012 figures based on figures from the @eBank December 2015 Monthly Bulletin (Table 8)12013 through 2017 figures based
on figures from the Central Bank August 2017 MgnBulletin (Table 3.1.9).

(1) Canada included in Rest of Americas and Caghbe

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

(3) Includes the European Free Trade Associatichotiner countries in Europe.

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

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

Foreign Direct Investment

Ecuador’s foreign direct investment policy is gowt largely by national implementing legislation floe
Andean Community’s Decisions 291 of 1991 and 292383. Generally, foreign investors enjoy the saigiets
Ecuadorian national investors have to form comgaritereign investors may own up to 100% of a bssirentity
in most sectors without prior Government approsal face the same tax regime.

Currency transfers overseas are unrestricted w#pact to earnings and profits distributed abreadlting
from registered foreign investment provided thaligattions relating to employee revenue sharing eeldvant
taxes, as well as other corresponding legal olitigat are met.

Certain sectors of the Ecuadorian economy areveddor the state. All foreign investment in pettain

exploitation and development in Ecuador must beiezout under contracts with the Hydrocarbons &ediat of
Ecuador.
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Direct foreign investment reached U.S.$567.5 millid).S.$727.1 million, and U.S.$772.3 million, in

2012, 2013 and 2014, respectively. Direct foreigmestment in 2015 reached U.S.$1322.0 million, l#rgest
amount from 2012 to 2015. Direct foreign investimen2016 reached U.S.$737.7 million. In 2016, pleéroleum
sector represented the largest percentage of dareggn investment with 61.9% of all investmei@ommerce and
transportation, storage and telecommunicationsv@t representing 15.1% and 6.4% of direct for@igestment,
respectively. In 2016, direct foreign investmezdched U.S.$737.7 million, a decrease compardett)1S.$1,322
million in 2015. This decrease was principally daghe conclusion and advancement in the construcf major
energy infrastructure projects such as the Coca Gatklair, Sopladora and San Francisco hydroétegéneration
facilities.

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

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

For the Year Ended December 31 For January 1 — June 30
2012 2013 2014 2015 2016 2016 2017
US$ % US$S % US$S % US$S % US$S % US$S % USS %

Agriculture, forestry, hunting

and fishing.......c.cccccoeveinciieene. 178 31 208 29 389 50 678 51 420 56 108 33 650 180
Commercé?..... .. 83.3 147 1103 152 1485 19.2 1729 13.1 1222 16.2 56.7 173 76.2 21.2
Construction............ccceveuens .. 316 56 692 95 47 06 6.8 05 305 40 266 81 50 14
Electricity, gas and water.......... 464 82 292 40 47 06 618 47 12 0.2 11 03 19 05
Petroleur?.........cccoooeeveeurerii 2249 39.7 2529 348 685.6 88.8 559.8 424 4617 61.2 2029 62.0 38.0 106
Manufacturing..........c.ccvveevnnenne, 135.6 239 1379 19.0 107.7 140 264.1 200 375 50 104 32 1060 295
Social and personal services.... 1.7 03 -23 -03 14.1 18 -108 -08 99 -13 67 -21 -13 -04

Services rendered to businesses 39.5 7.0 117.7 16.2 24.4 3.2 2433 184 21.9 29 153 47 274 7.6
Transportation, storage and
telecommunications.............. -13.4 -24 -85 -1.2 247.0 -32.0 -436 -3.3 475 6.3 10.1 3.1 419 116

Total...ocoeiiiiie 567.5 100 727.0 100 772.3 100 1,322.0 100 754.6 100 327.1 100 360.0 100

Source: Based on Figures from the Central Bank Bedeof Payments Quarterly Bulletin for the Secowdu@r of 2017
(1) Commerce includes investment in commerciakisifructure and real estate.
(2) Includes mining and natural gas.

The 2008 Constitution contains certain principletating to foreign investment, including promoting
national and international investment, with pripriteing given to national investment and a comptearg role
being attributed to international investment; satifeg foreign investment to Ecuador’s national lefjamework
and regulations; prohibiting expropriation withantlemnification; limiting access to strategic sestovhich will
remain under state control; providing for disputelsting to international agreements to be resolwed regional
(Latin American) forum; and preventing disputeswesin the Republic and private companies from betgmi
disputes between sovereigns. These principles ateriaized in the enactment of the Production Cddee
“Economic and Social Policies—Production Code”k ttreation of the MICSE anBlcuador 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 agreasefor
information relating to recent developments in rin&ional investment, see “The Republic of Ecuador
Memberships in International Organizations and rirgBonal Relations — Treaties and Other Bilateral
Relationships”.
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MONETARY SYSTEM
The Central Bank

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

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

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

On August 12, 2015, after the Monetary and Findncav abolished the position of president of the
Central Bank, the Central Bank named Diego Martiagzats General Manager. On May 23, 2017, Presiden
Moreno named Veronica Artola Jarrin as General idanaf the Central Bank. According to the Monetand
Financial Law, the Committee of Monetary and Finah®olicy Regulation is comprised of delegatesmiro
Ecuador’s Ministry of Finance, the Ministry of Praion and Industrialization, the National Secngtair Planning
and Development, the Ministry of Economic Policyda delegate appointed by the President. TheriBtgradent
of Banks and the General Manager of the CentrakBaay attend committee meetings but have no righote.
Under the supervision of this committee, the Gdnktanager oversees operations of the Central Barmich
operates through the office of the Vice General &fgan in Quito and two other branches in CuencaGrai/aquil.

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 Bankbee to finance Government investment and
infrastructure projects through loans to municipedi and provinces and to grant loans to munidipaliand
provinces. During the period from January 1, 20ttdugh September 30, 2017, the Ecuadorian DevetopBank
made a total of approximately over U.S.$307 milliandisbursements to Ecuador’'s Autonomous Decendl
Governments.

The Republic is not currently under a structuggkament, such as a stand-by or similar agreemsht,
the IMF or similar international multilateral insttions. The Executive Board of the IMF approvedisbursement
of approximately U.S.$364 million for the Republiader the IMF Rapid Financing Instrument. The ricial
support was granted to the Republic in order toengkfor financial shortfalls and finance recondians resulting
from the Pedernales Earthquake. IMF announcedinedial support on July 8, 2016 though a pressass. The
IMF disbursed the U.S.$364 million loan in a singlefront disbursement with no conditionality. Ttkecrease in
international reserves during the period from Audils 2016 to August 31, 2017 was primarily dueverseas
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money transfers, money withdrawals from the CenBahk and debt service payments. On July 8, 2016, t
Executive Board of the IMF concluded its annualidet IV consultation with Ecuador. On Septembet@0the
IMF published a staff report completed on July 01&, following discussions with Government officiabn
economic developments and policies underpinnindNttearrangement under the IMF Rapid Financingrbmsient.

On January 8, 2016, the Central Bank issued U.8.##lion in bonds governed by Ecuadorian lalthe
bonds were issued to several of Ecuador’'s munitigmlas payment for value added tax amounts owetthe
municipalities by the Ministry of Economy and Firaras well as for payment to third party contrateith which
Ecuador had accounts payable.

On January 16, 2017, the Ministry of Finance ewtdreo payment agreements for around U.S.$786
million in Central Bank Certificates with represaiites of the Autonomous Decentralized Governmentsrange
for payment of the amounts 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. Tkspolution 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 finandredtitutions, insurance companies, and the seesriti
markets, in accordance with the Monetary and Fidh@w. In accordance with the Monetary and FaiahLaw,
the Committee of Monetary and Financial Policy Ration regulates (1) all private sector financiastitutions
including banks and credit card issuers, (2) pubéctor and private financial institutions, witrspect to their
solvency, liquidation, financial prudence and othéministrative matters, (3) insurance and re-gusce companies,
and (4) the securities markets. In addition, tleen@ittee of Monetary and Financial Policy Regulatfwovides
general oversight and regulation for the finansigtem, including the Central Bank, the Superirtenhdf Banks,
COSEDE, the Liquidity Fund, and private banks.

The Ecuadorian financial system is composed ofQéetral 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 theabdreatment of foreign and domestic financialtitodons.
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 prudesiing and
investment policies, and ensure financial solvenBach year, external auditors must provide opisi@garding
capital adequacy, concentration of loans, intedestkebtors, and asset classifications on both umtiolased and
consolidated bases for all banks. The Republicshastured its guidelines under the Monetary 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 resk gsiality of
financial institutions.

The Monetary and Financial Law creates the CommitieMonetary and Financial Policy Regulation to

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

the oversight and monitoring of the liquidity requments of Ecuador’s financial system, with 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 &operintendent of Banks;

the establishment of regulations for the Repubktéstronic payment system; and

the oversight of borrowing requirements for priviai@ns.

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 reguldtangework for banking supervision.

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

programs for regulatory on-site audits and perigéjgorting 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 rae nvhich 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 mefioo classifying financial assets in terms of risk

This method increased the amounts which finanogtitutions are required to reserve in order tagaie
potential losses arising from their loans (“LoamsloReserve”). With respect to Loan-loss Reserug;eut
regulations impose reserve requirements basedskrcategories and type of financial assets. Thegairements
have been introduced to bring them in line witfeinational standards, and to increase the avenaaéygof the
financial system’s loan portfolio. As of June B1Z, the majority of banks in Ecuador were in caarple with
Basel Il and no time limit existed for banks in Bdor to become compliant.
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The following table sets forth information regamlirthe risk categories and Loan-loss Reserve
requirements currently in force pursuant to ResmuNo. 209-2016-F, of February 12, 2Qi®mulgated by the

Committee of Monetary and Financial Policy and niesently updated by Resolution No. 358-2017-FAmfl 28,
2017.

Risk Categories and Required Loan-loss Reserve
(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 April 2017.

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

2) For commercial loans, in addition to the numberdafs due, three factors are considered for claatifin among risk
categories: (a) debtor payment capacity and firmrgituation; (b) experience of payment (risk infiation from the system,
debtor’s credit history); and (c) risk of the econo environment.

3) Classified, with respect t(a) retail microcredit, as loans up to U.S.$1,0®),microcredit simple accumulation, as loans from
U.S.$ 1,000 to U.S.$10,000, and (c) microcredierged accumulation, as loans in excess of U.S.800,Persons with annual

sales equal to or less than U.S.$100,000, or groofpdenders guaranteeing or financing small scatedpction or
commercialization are eligible for microcredit I@an

The following table sets forth information regamglioans of the banking system by risk categoryfas o
February 28, 2017.

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

As of February 28, 2017

Category Commercial loans Consumer loans Mortgage loans Small business
A 77,31 92,31 96,1¢ 92,8¢
B 17,32 2,2( 2,04 1,8¢
Cc 4,4¢ 1,51 0,47 1,32
D 0,47 0,9: 0,6t 0,64
E 0,38 3,04 0,65 3,31
Total 10C 10C 10C 10C

Source: Superintendent of Banks as of February 201
(1) Banks must hold 65% of deposits in Ecuador.

The Financial Safety Net

Former President Correa’s administration determithed the financial safety net in place when h&too
office was insufficient, as there was no lendeiast resort. In many countries, the central bast& as the lender of
last resort. Due to Ecuador’s Dollarization Progrdnowever, the Republic’s lending capacity wastéohto the
Fondo de Liquidez del Sistema Financiero EcuatarigfiLiquidity Fund”). Former President Correa’s

administration believed that the lack of a stroagder of last resort increased the risks to thenfiral system, and
decreased liquidity 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 frameviorkhe banking sector. These four tiers are desdrbelow.
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Lender of Last Resort

In accordance with the Financial Safety Net Lawiclwlwas designed to strengthen the Liquidity Fuhd,
Liquidity Fund acts as the lender of last resort gdvate financial institutions. As of Septemlt&d, 2017, the
Liquidity Fund consisted of approximately U.S$2,3%bmillion, an increase compared with September28Q6,
when the Liquidity Fund amounted to U.S.$2,360.0ioni. Of the U.S.$2,595.10 million in the Liquigifund at
the end of September 30, 2017, U.S.$2,490.72 millmrresponded to private financial institutionsl &hS.$104.4
million corresponded to popular and solidarity ficel institutions consisting of segments from stgincluding
the community, voluntary, and cooperative sectéfactors contributing to this increase includedticbations from
private, popular and solidarity financial instituis. The Liquidity Fund is overseen by the Supendént of the
Banks and administered by the Central Bank. Tiseta®f the Liquidity Fund are subject to soveraigmunity
and cannot be subject to attachment of any kind.

Banking Resolution System

The second tier of the Financial Safety Net Lawhis creation of a banking resolution scheme called
Exclusion y Transferencia de Activos y Pasi¢®&xclusion and Transfer of Assets and Liabilities “ETAP").
Under ETAP, healthier labor contingencies, depasit assets can be excluded from the balance ahedtoubled
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 Net Law ciaiss of the establishment of COSEDE. The COSEDE is
the successor to the Deposit Guarantee Agency,hwias previously responsible for insuring the aotswf
depositors in Ecuador’s banking systems. In Deeen®98, the AGD was created as a response toattidniy
crisis by theLey de Reordenamiento en Materia Econémica en e Aributario-Financiera(“Law Reorganizing
Economic Matters in the Tax and Finance Areashe AGD had a dual role: to oversee the amountRépiblic
deposited with the Central Bank in order to proteositors, and to help restructure banks in digfion.

In December 2009, the AGD closed. The net asgdtsecAGD were then temporarily transferred to the
Ministry of Finance and to COSEDE and thereaftandferred to theCorporacion Financiera Naciona(the
“CEN"), a separate Government institution. The @@p insurance administered by COSEDE had assets of
U.S.$453 million, U.S.$622 million, U.S.$798 milipU.S.$1,009 million, U.S.$1,236 million as of Betber 31,
2011, December 31, 2012, December 31, 2013, DeceBihe2014, and December 31, 2015, respectively.ofA
December 31, 2016, COSEDE had assets of U.S.$inpdlién. As of September 30, 2017, COSEDE hadtasse
U.S.$1.617,64 million, an increase from U.S.$1,889nillion as of September 30, 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 titel tamount of deposits held. Under the Monetarg a
Financial Law, deposits in the COSEDE are subgdoavereign immunity and cannot be subject to lattent of
any kind.

114



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.

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 April 30,

2012 2013 2014 2015 2016 2016 2017

BanKS e 26 26 24 22 23 22 23
National banks..........coceevivieiiiiiiinnennn. 25 25 23 21 22 21 22
Private .....oooeeeieiieiee e 24 24 22 20 21 20 21
Government-owned banks.............. 1 1 1 1 1 1 1
Foreign banks........cccovveiiiiiiiniiii, 1 1 1 1 1 1 1
Other financial entities...........cc.ccoveviivivneeennn, 57 57 54 41 37 40 37
Savings and loans associatiths............. 39 39 37 24 25 24 26
Small lending institutions........................ 4 4 4 4 4 4 4
Financial institutions.............cccoceveennene. 10 10 9 10 5 9 4
Public banks...........ccoooiiiiiiiii, 4 4 4 3 3 3 3
INSuUrance ComMPAaNIeS ........cccceeeeeeeiiisiereeeeeeeee. 44 44 40 39 n/a n/a n/a
Insurance companies............coveveeneennenn. 42 42 38 37 n/a n/a n/a
Reinsurance companies.........ccccceevveenees 2 2 2 2 n/a n/a n/a
Credit-card issuing entities .................eeeeevenne. 2 2 2 1 1 1 1
Total 129 129 120 103 61 63 61

Source: Superintendent of Banks as of April 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 Compaisasot available for December 31, 2016, April 3016 and April 30, 2017 and is not
included in the total number of financial instituis 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 bank operating in Ecuador andvasea state-owned commercial bank. The decreabe itotal
amount of banking institutions and other finaneilities, excluding insurance companies, from 620m5 to 61 in
2016 in the above chart reflects a decrease inuh#er of financial institutions. Total assetshaf banking system
increased from U.S.$30.7 billion in 2013 to U.S.$3illion in 2014. As of December 31, 2016, t@asets for the
banking system totaled U.S.$35.6 billion, an inseeaf 15.3% compared to the U.S.$30.9 billion sibeeember
31, 2015. This increase in total assets is dumntmcrease in available funds of U.S.$2.2 billior2016. Total
assets of the banking system increased from U.&48on as of September 30, 2016 to U.S.$36l8ohias of
September 30, 2017, an increase of 9.7%. Thisaseravas principally due to an increase in theaset portfolio
of U.S.$4.20 billion.
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The following table sets forth the total assetshef Ecuadorian private banking sector and the p&ge
of non-performing loans over total loans.

Banking System

As of September 30,
2012 2013 2014 2015 2016 2016 2017

Total assets (in billions of U.S. dollars) 27.9 30.7 33.6 30.9 35.6 33.5 36.8
Non-performing loan§’ (as % of total
loans) 1.24% 1.18% 1.33% 1.45%1.34% 1.43% 1.29%

Source: Superintendent of Banks as of Septemtér. 20

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
Demanc(jl)Deposits rate of Time and

Demand Deposits  Time Deposits Demand Deposits

December 31, 2012.......cccevvvivneieiii e, 15,992 5,921 21,913 18%
December 31, 2013 .......cocveieiiiieeeiii e 17,619 6,631 24,251 11%
December 31, 2014 .......coeveiiiiieieii e 19,014 7,861 26,875 11%
December 31, 2015.......cccoeiiiiieeeiii e 15,889 7,402 23,291 -13%
December 31, 2016.........cceeeveveieiinieemmes 19,166 8,309 27,475 18%
September 30, 2016 ......cccceeeieiieieeieee e, 17,306 8,395 25,700 10%
September 30, 2017 ......cccceeeieiiiiiiiinieeee.. 18,203 9,276 27,479 7%

Source: Superintendent of Banks as of Septembét. 201
(1) Total does not include reported operationsrantee deposits and restricted deposits.

Banking deposits, primarily composed of demand gigpaand time deposits, constitute the principal
source of financing for the banking system. Froet@&nber 31, 2012 through December 31, 2015, iotel &and
demand deposits increased 6.3%, from U.S.$ 21,9llidmto U.S.$23,291 million. As of December 32016,
time and demand deposits totaled U.S.$27,475 mjlbn increase of 18% since December 31, 2015s ifbiease
is due to a significant growth in demand deposithie majority of funding for the Ecuadorian bankiygtem is
comprised of demand deposits, which decreased @@#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 25.0% .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 September 30, 2017, total time and demandditpincreased to U.S.$27,479 million, an increzfs@.92%
compared to September 30, 2016. This increaseprimspally due to accounting for the depositsitd hew bank
“Banco Diners” which contributed to a 3.12% growvithtime and demand deposits out of the 6.92% wptevth
mainly driven by time deposits; an increase in deindeposits of Banco Pichincha, which despite #twrahse in
time deposits, contributed to a 1.24% growth inetiamd demand deposits out of the 6.92% total grcavtt to the
increase of mainly demand deposits of ProdubanddBamco Bolivariano, time deposits of Banco desi#o, and
both time and demand deposits of Banco Internationa

Foreign banks and financial institutions are alsmarce of liquidity in the Ecuadorian banking syst As
of December 31, 2016 the balance of foreign liedi in the banking sector amounted to approxirgatel
U.S.$506.36 million, which is an increase from Hadance of foreign liabilities in December 31, 200bich was
U.S.$433.79 million. As of April 30, 2017, the bdate of foreign liabilities in the banking sectonaunted to
approximately U.S.$480.89 million, which is an iease of 1.11% from the balance of foreign lialeitin April 30,
2016, which was U.S.$475.63 million.
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The following table sets forth information regamlithe principal sources of financing with respectatal
liabilities as of the dates indicated.

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

Demand deposits Time deposits Foreign financing
December 31, 2012.......cccovvieniieneen e 63 24 2
December 31,2013 ......cccovveveeeennn. 63 22 2
December 31, 2014 ........cccevennenn... 62 26 2
December 31, 2015........cccevvnnenneen 58 27 5
December 31, 2016...........cceeevnenn.en 60 26 5
September 30, 2016 ......cccoeeeiiiiieeieeee e 57 28 5
September 30, 2017 .....coiiiiiieeeeeee e 56 28 5

Source: Superintendent of Banks as of Septembét. 201

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, 2012 ........cooeuviieniiineees s 52.8 11.5
December 31, 2013 52.6 13.€
December 31, 2014 ........cooevviieniiineees s 54.7 14.0
December 31, 2015 ........cooeuiiieneieneeet s 56.7 14.4
December 31, 2016 53.4 14.4
April 30, 2016......ieeiiiiiiieiieieee e 54.2 17.1
April 30, 2017 ..o e 55.2 16.6

Source: Superintendent of Banks as of April 2017.

As of December 31, 2016, the banking system reptedé®3.6 % of the total assets of the privateniona
system. The banking system, for the year ended rbleee 31, 2016, made a profit of U.S.$222 milliorhich
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 April 30, 2017, the banking system represe@ri8.6% of the total assets of the private findncia
system. For the period from January 1, 2016 totepeiper 30, 2016, the banking system made a prbfit o
U,S.$152,135 million which increased to U.S.$293,fllion as of September 30, 2017. The assetiseobanking
system increased by 9.7% between September 30, &l Beptember 30, 2016 due to an increase inethi®an
portfolio of U.S.$4.20 billion.

Ecuador’s banks use their resources primarilyxterel 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.

117



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

Loans to the Private Sector and Private Bank Cposits
(in millions of U.S.$)
As of September 30, 2017

Loans Deposits
Commercial, Productive and Consumer Lc¢... 19,479 Demand DeposSi.........ccuvveeeennnnn, 18,203
Microenterprise Loar...........cccceevvvvvvvnnnnnnnnnn. 1,549 Time Deposit..........cccvvvvevvvvnnnnnnn 9,276
Education Loar...........ccevvvvviiiiiiiieeniieeeeeeeeen, 430 Guarantee Depos............c.c........ 1
Real Estatand Public Housing Loa............... 2,170 Other: 1,261
Total 23,629 Total 28,741

Source: Superintendent of Banks as of Septembét. 201

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

Banking System Loan Portfolio Balance
(in millions of U.S.$, except for percentages)
Currentloans as a Past-due loans as

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

December 31, 2012.................... 15,332 442 5,704 97.2% 2.8%
December 31, 2013.................... 16,810 448 7,298 97.4% 2.6%
December 31, 2014.................... 19,087 565 19,652 97.1% 2.9%
December 31, 2015.................... 18,086 687 8,713 96.3% 3. 7%
December 31, 2016.................... 19,654 721 0,375 96.5% 3.5%
September 30, 2016 ................... 18,312 773 9,085 95.9% 4.1%
September 30, 2017 ......cccceennn.. 22,831 798 3,629 96.6% 3.4%
Source: Superintendent of Banks as of SeptemHiar. 20
2) Past-due loans are classified by economic sectmmr@ercial past-due loans are classified as loandag% overdue, consumer past-

due loans are classified as loans 16 days overdakestate past-due loans are classified as Bhrmwerdue, and microcredit past-due loans are
classified as loans 16 overdue. Non-interest ggimgrloans are also included in past-due loans.

The delinquency rate increased to 2.8% in 2012 f2d?d6 in 2011 as a result of an increase in consume
past-due loans which increased from U.S.$175 millio 2011 to U.S.$293 million in 2012. However 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@.@9, as a result of the increase in delinqueatssrin consumer
credits from 4.7% to 5.5%. In 2015, the delinquerate increased to 3.7% due to the increase inglency rates
in commercial credits from 12.7% to 14.3% as 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#llion
decrease in the delinquency rate on consumer loassof September 30, 2017, the delinquency rateedsed to
3.4% compared to the 4.1% delinquency rate asepteégber 30, 2016. This decrease is principally tue
decrease of 3.16% in past-due loans, while thd grtsss loan portfolio increased by 23.81% as altesf an
increase in the income of borrowers which decrepsgdent delays.

As of September 30, 2017,49.0% of all current loaase commercial, 34.1% were consumer, 9.2% were
housing, 6.4% were microcredit and 1.8% were edocaelated.

As of September 30, 2017, banking deposits, inolydjuarantee deposits and restricted depositdedota
U.S.$28,741 million, an increase from the U.S.$28,8illion as of September 30, 2016. Total curteans to the
private sector from the private banking sector éased from U.S.$18,312 million as of September2806 to
U.S.$22,831 million as of September 30, 2017.

118



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

Past due loans by sector of the econot
(in millions of U.S.$, and as a percentage of pastloans)
As of December 31, As of September 30,
2012 2013 2014 2015 2016 2016 2017
Uus$ % US$S % US$S % US$S % US$S % USS % S% %

Commercial 62 140 65 145 72 127 98 143 117 16.214 147 132 16.5
Consumer 293 663 284 634 383 68.0 438 63.7 428 3 59476 615 487 61.0
Real estate 25 5.7 27 6.0 31 5.3 39 5.6 59 8.1 65.4 8 70 8.8
Microcredit 62 140 72 16.1 79 13.8 90 13.1 97 13.599 12.8 86 10.7
Educatioft - - - - - - 22 3.2 20 2.8 20 2.6 23 2.9
Total 442 100 448 100 565 100 687 100 721 100 77300 1 798 100
Source: Superintendent of Banks as of Septembét. 201
2) The education loan portfolio that was previouslynadstered by thénstituto Ecuatoriano de Crédito Educativo y Becas

(IECE) was transferred to the banking system irrfraty 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, 2@16 three banks accounted for about 57.1% ofdperted
combined income and 54.9% of Ecuador’s bankingtasseeturn on equity for these three banks aver&ds 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 Republaying been taken over from private shareholders
during the banking crisis in 1999 and its sharasdferred to the Central Bank. During 2010 andl2®&re had
been discussions relating to the re-privatizatibBamco del Pacifico, however, these plans wereddrzed in 2011
when ownership was transferred from the CentrakBarCFN. As of December 31, 2016, Banco del RacHad
approximately U.S.$5,513 million in assets. Itsfits decreased in 2016 when compared to 2015 Wdn$50.86
million in 2015 to U.S.$40.00 million in 2016. A September 30, 2017, Banco del Pacifico had appetely
U.S.$5,049 million in assets. According to the Simendent of Banks, as of September 3017, Banco del
Pacifico’s profits were U.S.$55.29 million for theriod from January 31, 2016 to September 30, 2017.

Pacific National Bank was Banco del Pacifico’s UsBbsidiary, based in Miami. Pacific National Bank
had approximately U.S.$355 million in assets, idizig U.S.$154 million in loans (mostly commerciehl estate),
$163 million in securities and $3.6 million in reys@ssed property. In 2011, the bank was fineds@d.Rillion by
U.S. banking regulators for violations of the UB&ink Secrecy Act (“BSA”) and anti-money launderlags. In
2012, the Federal Reserve Bank of the United Stated Banco del Pacifico’s shares in Pacific dteti Bank
under the control of a trustee and ordered thedfdlee shares to a third party. According torbgulatory consent
order transferring the shares to the trustee,theedransfer to the trustee and sale are noetetatthe violations of
the BSA, but due to the transfer of ownership ai@adel Pacifico from the Central Bank to CFN i1 20which
according to U.S. banking regulations does notifyua$ a holding company for a U.S. chartered ba@k. October
21, 2013, the shares were sold to a group of grivatestors.

According to the Superintendent of Banks, as ot&aper 30, 2017, approximately 4.02% of the prafits
the banking sector came from Citibank N.A. Ecud8i@nch, which is the only foreign bank operatindezuador.

In March 2013, Banco Territorial S.A, one of thdedt banks in Ecuador with assets of U.S.$135anilli
entered a liquidation process one week after ievaipns were suspended. Banco Territorial prigngmiovided
services to small and medium-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 bagksector in
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Ecuador. As of December 31, 2015, COSEDE had pad$54.4 million to depositors, which represertestotal
amount owed to depositors.

In August 2014, the Superintendent of Banks forynalhinounced that Banco Sudamericano S.A. will
undergo a forced liquidation process due to araito meet adequate solvency and liquidity requireisy As of
June 2, 2017, the liquidator of Banco Sudamerico named by the Superintendent of Bahlesi not announced
a formal restructuring plan for the bank's assB&sico Sudamericano S.A. owned 0.55% of the tosdtasn the
Ecuadorian banking system. As of December 31, 2CO5EDE had paid U.S.$1.77 million to depositard a
formal liquidator was appointed.

On October 11, 2014, Promerica Financial Corpanatia Nicaraguan banking conglomerate with
operations in Ecuador, acquired Banco de la Pradinderodubanco S.A., an Ecuadorian banking entAy.the
time of the merger, Banco de la Produccion ProdobaéhA. 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-loaimglividuals and businesses that could otherwisteobtain
loans from commercial banks. In January 2008, merative loans were at 11.1% of total non-publaMyned bank
lending. As of December 31, 2015, cooperative $odmtaled 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 Biméincial Policy passed Resolution 038-2015-F,
which sets forth rules relating to the divisiontloé savings and loan association sector as follows:

» Category 1: entities with assets above U.S.$80anill
» Category 2: entities with assets between U.S.$2bmto U.S.$80 million;
» Category 3: entities with assets between U.S.$komilo U.S.$20 million;
» Category 4: entities with assets between U.S.$llomilo U.S.$5 million; and
» Category 5: entities with assets below U.S.$1 anilli
The threshold for Category 1 will be reviewed by tBommittee of Monetary and Financial Policy
Regulation on an annual basis. The additional t@iegories are set without further review by tleen@ittee of
Monetary and Financial Policy Regulation. Addiabnegulations applicable to each segment will tmrulgated
by the Superintendencia de Economia Popular y Solidqtiee “Superintendent of the Popular Economy”, or
“SEPS”).
Capital Markets
Most of the trading on Ecuador’s capital marketsines the purchase and sale of bank securities and
fixed income Government securities. Between 201® 2016, Ecuador experienced an increase in tharissuof

corporate bonds. They have become an importaamding alternative for companies and issuers tlaat \onger
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terms than those available through bank loans. Elduadorian capital markets consist of the QuitzlSExchange
and the Guayaquil Stock Exchange (the “Ecuadortank¥Exchanges”), both opened in 1969. As of Oetdd17,
the Ecuadorian Stock Exchanges combined listedaberities of approximately 391 issuers. Issusas gubscribe
to one exchange automatically become listed omwtier exchange.

The Ecuadorian capital markets are regulated by ¢y de Mercado de Valord¥€Capital Markets Law”)
and the Law to Strengthen and Optimize the Corposad Securities Sector. Under these laws, thadetian
Stock Exchanges are supervised byS$perintendencia de Compafiias, Valores y Sedthres'Superintendent of
Companies,Securities and Insurance”) while the Citteenof Monetary and Financial Policy is respotesitor
formulating the general securities policies of Hauadorian capital markets and for providing geinevarsight of
the securities markets.

As of December 31, 2016, U.S.$1,269.9 million warfrsecurities were traded in the secondary market,
representing 15.2% of the Ecuadorian securitieketaRepo trading represented 0.17% of the totaketaAs of
September 30, 2017, U.S.$1,120.81 million wortrsexurities were traded in the secondary marketesepting
24% of the Ecuadorian securities market. Repartgacepresented 0.67% of the total market. Thieviohg table
shows aggregate amounts of traded securities égpehiods listed.

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

For the Year Ended December 31, As of September 30,
2012 2013 2014 2015 2016 2016 2017
Repos 54.1 168.1 203.3 23.0 14,2 10.8 32.0
Other") 3,695.6 3,554.2 7,340.8 5,023.8 8.318,5 6,641.7 4,724.1
Total 3,749.7 3,722.3 7,544.1 5,046.8 8,332.7 6,652.5 4,756.1
SourceBolsa de Valores de Qui{Quito Stock Exchange”).
2) 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 certificates government issues. As of September 30, 2017.34,.%4.1
million worth of securities were traded on the Edmrgan Stock Exchanges, representing a decreageacethto the
U.S.$6,671.9 million of the securities traded asseptember 30, 2016. This decrease is due toraaiecin the
amount of capital coupons, investment certificates, certiésaof deposit, treasury certificates, central bank
securities.

Interest Rates and Money Supply

In July 2007, thé.ey del Costo Maximo Efectivo del Créd{tMaximum Actual Credit Cost Law”) went
into effect to establish a new system for the daten 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 nothie nature of compensation for the rendering araice;
and

* in December 2007, a change in the methodology dteutating the maximum interest rate of the Central
Bank, whose methodology has since been declareshstitutional, and has been further amended so that
the maximum rate equals interest rates of creditaipns of private financial institutions in eaethevant
sector, multiplied by an amount determined by tleatéal Bank.

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

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

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

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

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

In addition to the new categorization of credige iommittee of Monetary and Financial Policy Retiofafixed
the maximum interest rates for each of these cagythrough Resolution No. 044-2015-F.
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The following table sets forth average depositrigge rates for the economy as a whole and average
lending interest rates per sector for the peribdsva.

Interest Rates
(in percentages)

As of
As of December 31, September 30,
2012 2013 2014 2015 2016 2016 2017

Deposit interest rate 4.5 4.5 5.2 5.1 5.1 5.8 5.0
Lending interest rate 8.2 8.2 8.2 9.1 8.1 8.8 8.2
Corporate productive lending interest FAte............ccoovvevrecmrrereene. 8.2 8.2 8.2 9.2 8.5 9.3 8.4
Maximum corporate productive interest rate ...........cccoeeueevmeseenne. 9.3 9.3 9.3 9.3 9.3 9.3 9.3
Business productive lending interest f&te.............c.co.courvoemreecnnns, 9.5 9.5 9.6 9.8 9.8 8.7 8.7
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 11.3 10.9
Maximum medium and small business productive irstetae.............. 11.8 11.8 11.8 11.8 11.8 11.8 11.8
Ordinary commercial lending interest fe...........c.ccccovvvevesemrreeeann. n/a n/a n/a 9.0 9.4 9.6 8.0
Maximum commercial interest rate .. n/a n/a n/a 11.8 11.8 11.8 11.8
Corporate commercial priority Iendmg mterest Péte . n/a n/a n/a 9.1 8.1 8.8 8.2
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 10.1 9.5
Maximum business commercial interest rate ............ n/a n/a n/a 10.2 10.2 10.2 10.2
Medium and small business commercial priority Iagdnterest

TAED e eer e n/a n/a n/a 11.1 11.0 11.3 10.8
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..........cccoovvveeveeeeeeceeee e seeeeme e 15.9 15.9 16.0 n/a n/a n/a n/a
Maximum consumer interest rate ...........ccooververiiiiiicieie i, 16.3 16.3 16.3 n/a n/a n/a n/a
Ordinary consumer lending interest fAte...........c..cccoverveveemrecernennnns n/a n/a n/a 16.2 16.8 16.9 16.7
Maximum Ordinary consumer interest rate..........ccooeveereeeeneeiennnn, 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 16.7 16.6
Maximum priority consumer interest rate . n/a n/a n/a 17.3 17.3 17.3 17.3
Education lending interest rifte................. n/a n/a n/a 7.1 9.5 9.5 9.5
Maximum education interest rate............coweeeiiiiiiiiieiieiiiecece e n/a n/a n/a 9.5 9.5 9.5 9.5
Housing lending interest rate 10.6 10.6 10.7 10.9 10.9 10.9 104
Maximum housing interest rate .. 11.3 11.3 11.3 11.3 11.3 11.3 11.3
Microcredit mcreasedccumulatlon Iendmg interest rgie .................. 22.4 22.4 22.3 24.3 215 213 215
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 24.8 24.9
Maximum microcredit simple accumulation interegera.................... 27.5 275 27.5 27.5 27.5 275 275
Microcredit subsistence accumulation lending irgeraté&”................. 28.8 28.8 28.6 29.0 27.3 27.0 27.7
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 ratesedeon Central Bank March 2016 Monthly Bulletini{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 (Tethl10.1). Other 2015 and 2016 figures based on
Central Bank October 2016 Monthly Bulletin (Tablé@.2).

2017 deposit and lending interest rates based amtr@eBank August Monthly Bulletin (Table 1.10.0ther 2017 figures based on Central Bank August
2017 Monthly Bulletin (Table 1.10.2).

1) “Corporate lending rate” is the rate provided tsibesses whose annual sales exceed U.S.$5,000000.0

) “Business lending rate” is the rate provided toibeisses whose annual sales equal or exceed U.G0$000 up to U.S.$5,0000,000.00.

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

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

(5) In 2015 consumer credits were divided into “ordyneonsumer credits,” for the acquisition or comnmization of light fossil fuel vehicles
and “priority consumer credits,” dedicated to theghase of goods or services or expenses not defatgroductive activity or ordinary commercial
activity.

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

) “Microcredit increasedccumulation lending rate” refers to credit tratisss whose amount per trade and balance due tmenedit 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” refeto credit transactions whose amount per traiwaeind balance due to microcredit

financial institutions is larger than U.S.$1,000f bmaller than U.S.$10,000. This is the rate ioled to entrepreneurs who register a sales level or
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annual income of less than U.S.$100,000 and teeseffloyed individuals.

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

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 frodR2
through 2016 with the corporate productive lendimgrest rate increasing slightly to 8.2%, and comar lending
rates remaining at approximately 15.9% from 20120®3, increasing slightly to 16.0% in 2014. Ini3@onsumer
credits were divided into “ordinary consumer crgdifor the acquisition or commercialization ofHigfossil fuel
vehicles and “priority consumer credits,” dedicatedhe purchase of goods or services or expensteeiated to
productive activity or ordinary commercial activityAfter such reclassification, the ordinary consuntending
interest rate was 16.2% in 2015 increasing sligtatl¥6.8% in 2016, and the priority consumer legdirterest rate
increased from 16.0% in 2015 to 16.7% in 2016.

Some loan interest rates slightly increased frorh52t 2016 with the education lending interest rate
increasing from 7.1% to 9.5% and the medium andldmainess productive lending interest rate insireg from
10.3% to 11.2%. However, the corporate productiraling interest rate decreased from 9.2% in 201%586 in
2016, the microcredit increased accumulation lemditerest 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 irsterate also decreased from 29.0% in 2015 to 27B82016.
The deposit rate decreased from 6.0% as of Jun203d, to 4.8% as of June 30, 2016 and the orditamymercial
lending interest rate decreased from 9.4% as a&f 3002017 to 8.0% as of June 30, 2016. Howevennilerocredit
subsistence accumulation lending rate increased #%.0% as of June 30, 2016 to 28.0% as of Jun2@®(¥, and
the microcredit simple accumulation interest ratxeased from 23.8% as of June 30, 2016 to 24.86b ame 30,
2017.

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 July 31,
2012 2013 2014 2015 2016 2016 2017
Currency in circulation ..........ccccooverieeeemee. 6,326.74 7,367.06 9,539.90 11,753.67 13,261.22 161262 13,776.09
Demand deposits .........coceerveeveenes o 8,100.37 8,818.04 9,068.76 7,200.95 9,281.36 80806 8,939.61
Fractional CUImeNCY........ccceeerveerveeseeneenenns 84.52 87.33 86.58 86.26 88.20 84.07 86.28
M1 14,511.62 16,272.43  18,695.32 19,041.49  22,634.9020,253.32 22,812.30
Savings 2,360.24 3,898.14 3,506.05 3,053.45 60®44. 4,709.34 4,696.20
Term deposSitS .....cccevveiieree e eeemee e 16,393.88 18,778.71 21,409.05 20,608.95 23,553.5 21,371.14 24,687.62
M2 (M1 plus term deposits).......c.cceveenuenne. 30,905.50 35,051.14 40,104.37 39,650.60 46,188.3741,624.46 47,499.92

Source: Based on figures from the Central Bank Aug8017 Monthly Bulletin (Table 1.1.1). Figuresrfr 2012 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 @0@, the National Assembly approved the Ecuaddti@nomic
Transformation Law which made the U.S. dollar legadder in Ecuador. Further, pursuant to the Ewmuadl
Economic Transformation Law, all sucre-denominateplosits were converted into U.S. dollars effecliamuary 1,
2000, and the U.S. dollar became the unit of adciouthe financial system. As a result, U.S. dollaposits that in
prior periods were classified as deposits in foreigrrency have been, for periods from and afteuday 1, 2000,
classified as demand deposits, savings or termsitepas applicable.
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Inflation

Ecuador measures the inflation rate by the pergenthange between two periods in the consumer price
index (“CPI"). The CPI is computed by INEC basedeastandard basket of 299 items of goods and ssrtiat
reflects the pattern of consumption of urban Ecuadohouseholds in eight cities. The price for egdod or
service that makes up the basket is weighted aiceptd its relative importance in an average urbansehold’s
consumption pattern in order to calculate the CPI.

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

The restrictions imposed by the Dollarization Pesgrbrought this to an end. The inflation rate ®a$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 afetfgmods 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. ddoeease in
the inflation rate from 4.2% in 2012 to 2.7% in 30&as due to the imposition of price controls inleth to curb
price speculation on basic foodstuffs includingatsevarious fruits and vegetables, and milk.

At the end of 2014, the inflation rate was 3.7%hisTincrease 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 resubrmfpetition from Peruvian agricultural products einig the market,
the impact on the price of imported goods as altre$wa stronger dollar and the application of agrtadditional
tariffs. Inflation decreased from 1.4% for the 12nth period ended August 31, 2016 to 0.3% for tAenbnth
period ended August 31, 2017 primarily due to arekese in prices of furniture, home goods, itemgaHerroutine
conservation of homes, clothing items, footwear divérse goods and services, including items fosqeal care
caused by the reduction in the value-added tax ftd% to 12% and a reduction in tariffs. Accordingtte Central
Bank, inflation decreased from 1.30% for the 12-thgperiod ended September 30, 2016 to -0.03% ferli:
month period ended September 30, 2017.

Given the constrains of dollarization, and Ecualamability to mint currency, the Republic is more
vulnerable than other countries to external fackueh as global recessions, the volatility of cordityoand raw
material prices and natural disasters affectingatirécultural sector. The relative strength or wesss of the dollar,
relative to the currencies of Ecuador’'s Andeanitrgugartners, has also affected Ecuador’s inflatite during
those periods.
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The following table sets forth inflation rates iretRepublic as measured by the CPI for the pepoesented.

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

December 2012
December 2013
December 2014
December 2015
December 2016
September 2016
September 2017

Source:Based on figures from the Central Bank August 2@afthly Bulletin Table
(4.2.1) and (4.2.1a) and September figures fromdetral Bank’s Economic Indicators
information.
(1) Data reflect percentage change in consumer pricegian areas over the
prior 12 month period.
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PUBLIC SECTOR FINANCES
Overview
Budget Process

The 2008 Constitution and the Public Planning aithiice Code set forth the public sector’s budget
process. According to Article 292 of the 2008 QGitnson, the General State Budget is the instrumfen
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 impletation 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 e framework of the National Development Plahis plan is
published by the Government every four years, ags 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 bualye the four-year budgetary schedule to the Natio
Assembly within the first 90 days of its initiakte and, in subsequent years, 60 days before theofthe relevant
fiscal year. The National Assembly must adopt geatbto the draft budget within 30 days. The obgx of the
National Assembly are limited to the areas of reeeand spending and cannot alter the overall anaiuhe draft
budget. If the National Assembly objects to thaftdoudget or schedule, the executive branch makjmten days,
accept the objection and submit a new proposaie¢d\tational Assembly for approval. If the Natiokasembly
does not object within 30 days, the draft annudlget and the four-year budgetary schedule becofeetiet.

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

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

Income and expenses belonging to social secutitye anks, public companies and the Autonomous
Decentralized Governments are not considered plarth® General State Budget. As such, Autonomous
Decentralized Governments prepare their budgetactordance with the non-binding guidelines prepéangd
SENPLADES. The executive branch of each Autononiersentralized Government is responsible for drgftire
budget and submitting it for approval before theresponding legislative bodies. The General StatdgBt and
local budgets, upon approval, are implemented amdiempublic, as is the General State Budget, and are
implemented by the respective local governments.

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

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

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

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

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

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

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

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

an audit of all public sector entities that adntirigublic funds for compliance with proposed budgend
compliance under the law.

128



Fiscal Policy

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

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

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

. allow the Ministry of Finance to issue CETES, at discretion, without having to undergo the
same approval process required for long-term iafeand external sovereign debt;

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

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

. establish the functions and responsibilities of Bebt and Finance CommitteeSee “Public
Debt—General.”

The non-financial public sector deficit is primarfinanced by the issuance of CETES and bondsedlac
with IESS. There is no maximum amount of CETES thay be issued per year nor is there a requiretoguiice
a certain percentage in the public or private sectdowever, IESS may only hold 75% of the valudtsftotal
portfolio in CETES. As of September 30, 2017, khiaistry of Economy and Finance has an outstantlimignce
of U.S.$2,168,043,298.29 in CETES. Towards the@mD12, the Government drew on its Internationasdves
with the Central Bank to cover its liquidity. Thisd to a decrease in reserve levels in DecembeR.2(s of
December 31, 2016, International Reserves cove®e@Pd of current account payments. For more infoiona
regarding International Reserves, please see “Balafi Payments—International Reserves.” The Gaowernt
received external funding from FLAR, which in Septeer 2012 disbursed a balance-of-payments backeadit of
U.S.$514.6 million. The China Development Banloalssbursed U.S.$500 million. In the first sevarainths of
2013, the Government received U.S.$1.4 billion fréhina Development Bank under a new line of crédit was
negotiated in December 2012. These funds weretosedtore Ecuador’s International Reserves. f/&eptember
30, 2017, Ecuador’s International Reserves totbl&1$2,362.4 million, a decrease from Septembe306, when
International Reserves totaled U.S.$4,472.9 millidiis decrease was primarily due to payments raadead by
private sector entities, the net balance betwegqrodits and withdrawals in the Central Bank's vawdtsd debt
service payments.

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

January 1 —
For the Year Ended December 31, June 30" July
% of % of % of % of %of 2016 2017
2012 GDP 2013 GDP 2014 GDP 2015 GDP 2016 GDP 2016 2017

Revenue

Petroleum Revenue

Export¢? 12,220 13.911,433 12.010,906 10.7 6,346 6.4 5402 55 2529 2,739 331 496
Domestic Sales.................... - - - - - - - - - - - - - -
Total Petroleum Revenue

@ 12,220 13.911,433 12.010,906 10.7 6,346 6.4 5402 55 2,529 2,739 331.2 496
Non-petroleum revenue

Income Tax...... . 3,313 3.8 3,847 4.0 4161 4.1 4734 48 3,640 3.7 2,057 2,148 321 321
Value-added TaX......c.cccoovue. 5415 6.2 6,056 6.4 6,376 6.2 6,352 6.4 5400 55 2,666 2,970 418 497
Specific consumptiontaxes 685 08 744 08 803 0.8 840 08 790 0.8 356 445 77 81
International trade taxes...... 1,261 14 1,352 1.4 1,357 1.3 2,026 2.0 1,633 1.7 746 732 130 115
Social Security Contributions 4,756 5.4 4,547 4.8 4,718 46 5052 51 4,741 48 2305 2,737 374 502

Othef® 4353 5.0 6,084 6.4 6524 6.4 6933 7.0 8091 83 3519 4,521 732 716
Total non-petroleum

revenue (B).......ccccoervcrenenn. 19,783 22.522,630 23.823,939 23.425,937 26.124,294 24.8 11,648 13,553 2,052 2,232
Operating Income of

Public Companies (c) 2567 29 3,196 34 4,187 4.1 1298 13 618 0.6 261 947 24 152
Total Revenue (a+b+c)........ 34,570 39.337,260 39.239,032 38.233,581 33.830,314 40.0 14,437 17,238 2,407 2,880
Expenses

Current Expenditures

Interest 652 0.7 971 1.0 1,024 10 1,368 1.4 1561 1.6 732 995 61 88

Foreign 533 06 714 08 829 08 1,143 1.2 1335 14 624 906 47 71

DOMESHC. ...cvevceirreiricininns 119 041 257 03 195 0.2 225 0.2 226 0.2 109 88 14 17
Wages and salaries............. 8,345 95 8,896 9.4 9478 9.3 9,904 10.010,014 10.2 4,704 4,858 765 796
Purchases of goods and

services 3,473 39 4,435 4.7 5328 52 5111 51 4684 48 2,104 1,932 312 355
Social Security......c..c.eceeee. 3,335 3.8 3,410 3.6 3665 3.6 4216 4.3 4655 48 2,121 2,354 346 366
Others 8,626 9.8 9,265 9.7 9,497 93 6,884 69 5691 58 2,858 2,828 326 388

Total Current Expenditure ...24,431 27.826,977 28.428,992 28.327,483 27.726,604 27.2 12,520 12,965 1,810 1,993
Capital Expenditure and net

lending

Gross capital formatian........ 10,312 11.714,039 14.813,980 13.710,344 10.410,293 10.5 3,409 3,878 733 480
General State Budget........ 6,191 7.0 8506 89 8290 8.1 5542 5.6 6,105 6.2 1,373 2,264 406 202
Public Companies............. 2,497 2.8 3988 4.2 4218 4.1 3,286 3.3 2,533 2.6 1,368 848 205 166
Rest of General

Government..........ccccuenee. 1,624 18 1545 16 1472 14 1516 15 1,655 1.7 667 764 121 112
Other Capital Expenditute... 650 0.7 592 06 1,375 13 850 09 731 0.7 342 535 51 77
Total Capital Expenditure ... 10,963 12.514,631 15.415,354 15.011,194 11.311,024 11.3 3,751 4,411 784 556
Total Expenditure ................ 35,394 40.341,607 43.744,346 43.438,677 39.037,628 38.5 16,271 17,376 2,594 2,550
Surplus/Deficit.........ccoeenuene -824 -0.9 -4,348 -4.6 -5,314 -5.2-5096 -5.1-7,314 -75 -1,834 -138 -187 330

Source: Based on figures from the Central Bank&epér 2017 Monthly Bulletin (Table 2.1 and Tabi) 2.
(1) Figures for the period from January 1, 2017 throdghe 30, 2017 and from January 1, 2016 through 30n2016, were calculated
based on aggregations of figures for the respettimesters in each corresponding period.
(2) This figure is different than the crude oil expditgire in the Exports FOB table in that it inclsdgerivate revenues, as opposed to
only crude oil, and measures revenues from petnolexports for the non-financial public sector, only
(3) Includes other taxes and revenue.
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The increase in the year-to-year deficit from 2@@ 2015 was due to increased Central Government
spending during each such year, particularly in @gsagnd salaries and interest payments in connegiibndebt
obligations, and in 2015 was also due to the dedctinoil prices. The increase in the year-to-yesficd from 2015
to 2016 was due to a stronger dollar which affeetqubrts, the Pedernales Earthquake and the décloikprices.

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
by bilateral debt. The increase in spending orastfucture projects is due to a number of projiais had been in
the planning or initial stages in previous yearsl #émat reached or accelerated the constructionepm®2013
(including the Coca Codo Sinclair hydroelectric jpod, the Sopladora hydroelectric project, the Mingan
Francisco hydroelectric project and the Cafar-Nataftood control project) and therefore requirettrieased
expenditures as construction began or 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. Totat@ixpes 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 revenuestfe non-
financial public sector totaled U.S.$30,314 millian decrease from U.S.$33,586 million in 2015.2016, total
expenditures for the non-financial public sectdalied U.S.$37,628 million, a decrease compared.$338,676
million in 2015.

For the first six months of 2017, the non-finangablic sector registered a deficit of U.S.$138lionil
compared to a deficit of U.S.$1,834 million for thirst six months of 2016. This decrease in thécttefias due to a
surplus in expenses in social security, a decrigaspending in public works and an increase inlalée funds for
municipal and regional governments. For the firstnsonths of 2017, total revenues for the non-fimahpublic
sector totaled U.S.$17,238 million, an increasenfld.S.$14,437 million for the first six months d16. For the
first six months of 2017, total expenditures foe thon-financial public sector totaled U.S.$17,37#lion, an
increase compared to U.S.$16,271 million for thet §ix months of 2016.

Based upon available information, the Republic etgp¢hat the actual deficit for 2017 will be reddce
from U.S.$5,547 million for the year 2016 to U&AD0 million, a reduction of U.S$1,000 million @1% of the
GDP.

For 2017, the Ministry of Economy and Finance’sneated projection for financing needs (both intérna
debt and external debt) is U.S.$16.7 billiohhe Ministry of Economy and Finance estimates #pgiroximately
U.S.$9.2 billion will derive from international famcing and approximately U.S.$7.5 billion from detie
financing. With respect to international financitige Ministry of Economy and Finance expects thahdinancing
may come from various sources, including drawdowmder existing loan facilities, new bilateral andltitateral
lending facilities, bond issuances and other mettaigproviding liquidity that the Republic has piasly utilized,
such as oil sector related transactions, amongtkéth respect to domestic financing, the Ministf Economy
and Finance expects that such financing may démve rollovers of existing debt, new placementgtoy Ministry
of Economy and Finance, the Central Bank and gthétic institutions, certain projects and domesjerations.
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While the Ministry of Economy and Finance has exgigans as to the approximate amounts to be defiromd the
various sources, such allocation is subject to etazénditions as well as the policies of the nemiadstration and
such amounts and the use of the financing soustdersh in this paragraph is subject to change.

Central Government Revenues and Expenditures

The Government derives its revenues primarily figates of petroleum, tax collection and import dijtie
and other revenue, including transfers. The fdlhgatable 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 Govesntentities.
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Consolidated General State Budget Revenues and Expbtures
(in millions of U.S.$, and as % of GDP)

January 1—
For the Year Ended December 31, June 3d¢Y July
%
of % of % of % of % of
2012 GDP 2013 GDP 2014 GDP 2015 GDP 2016 GDP 2016 2017 2016 2017

Revenué?
Petroleum reventk..... 6,08¢ 6. 4,677 4. 3,76¢ 3.7  2,26¢ 2.8 2,003 2.C 836 877 165 153
Non-petroleum
revenue 13,437 15.3 15,723 16.5 16,616 16.2 18,081 18.0 16,552 16.9 7,939 8,536 1,482 1,401
Tax revenue
Taxes on goods and
services

Value-added tax..... 5415 6.2 6,056 6.4 6,376 6.2 6,352 6.3 5,400 5.5 2,666 2,970 418 497

Selected excise
taxes 685 0.8 744 0.8 803 0.8 840 0.8 790 0.8 356 445 77 81
Total taxes on goods
and services.............. 6,100 69 6,800 7.1 7,179 7.0 7,192 7.2 6,189 6.3 3,022 3,415 495 578
Taxes on income and
profits 3,313 3.8 3,847 4.0 4,161 4.1 4,734 47 3,640 3.7 2,057 2,148 321 321
Taxes on International
Trade

Import duties.......... 1,261 14 1352 14 1,357 1.3 2,026 2.0 1,633 1.7 746 732 131 115

Exit tax®................ 1,275 15 1,322 1.4 1,406 14 1,278 1.3 815 0.8 406 438 74 85
Total taxes on
international trade...... 2536 29 2675 28 2,763 2.7 3,304 3.3 2,448 25 1,152 1,170 204 200
Vehicle tax 195 0.2 214 0.2 228 0.2 223 0.2 195 0.2 106 104 15 16
Other taxes 111 0.1 132 0.1 129 0.1 135 0.1 1546 1.6 423 611 298 30
Total tax revenue....... 12,25¢ 13.¢ 13,66¢ 14.2 14,46( 14.1 15,58t 15.€ 14,017 14.c 6,76( 7,445 1,33¢ 1,14¢
Non-tax revenue........ 1,12¢ 1.2 1,961 2.1 2,061 2.C 2,021 2C 215z 2.z 97C 95¢ 134 152
Transfers 54 0.1 95 0.1 95 0.1 471 0.5 383 0.4 209 131 15 23
Total revenues............ 19,52¢ 22.z 20,40 21.Z 20,38: 19.¢ 20,34¢ 20.2 18,55¢ 19.C 8,77¢ 941¢ 1,64¢ 1,55¢

Current expenditure
Interest accrual

Foreign................ 465 0.5 652 0.7 715 0.7 971 1.0 1,148 1.2 535 791 39 60
Domestic............ 363 0.4 516 0.5 682 0.7 789 0.8 791 0.8 392 416 34 35
Total interest accrual.. 828 09 1,169 1.2 1,397 1.4 1,759 1.8 1,938 2.0 927 1,207 73 95
Wages and salaries.... 7,353 8.4 7,897 8.3 8,359 8.2 8,761 8.7 8,870 9.1 4,157 4,268 676 703
Purchase of goods and
services 1,658 1.9 2,035 21 2,490 2.4 2,409 24 1935 2.0 836 964 147 190
Other current
expenditures.............. 900 1.0 1,696 1.8 998 1.0 691 0.7 742 0.8 380 320 51 54
Transfers 1,258 1.4 1,511 1.6 1,737 1.7 863 0.9 1,028 1.1 470 592 77 23
Total current
expenditure................ 11,996 13.6 14,308 15.0 14,981 14.6 14,484 145 14,514 148 6,770 7,351 1,024 1,064
Capital expenditure
Fixed capital
expenditure 6,191 7.0 8506 8.9 8,290 8.1 5,542 55 6,105 6.2 1,374 2,264 406 202
Other 328 04 - - 22 - 16 - 394 0.4 218 133 - -
Capital Transfers....... 2,724 3.1 3,048 32 3,501 3.4 4,108 41 3,092 3.2 1,702 1,519 223 222
Total capital
expenditure................ 9,244 105 11,554 12.1 11,812 115 9,665 9.6 9,590 9.8 3,293 3,916 629 424

TotaIExpenditure(3)... 21,240 24.2 25,861 27.2 26,794 26.2 24,149 241 24,103 246 10,063 11,267 1,653 1,488

Adjustment on

treasury accounts...... - - - - - - - - n/a nla n/a n/a n/a n/a
Overall surplus or
deficit -1,717 -2.0 -5461 -5.7 -6,413 -6.3 -3,805 -3.8 -5548 -57 -1,288 -1,854 -7 66

Source: Based on figures from the Central Bankeéeper 2017 Monthly Bulletin (Table 2.2.1)
(1)  Figures for the period from January 1, 2017 throlighe 30, 2017 and from January 1, 2016 through 30n2016, were calculated based on aggregatidigices
for the respective trimesters in each corresponpl@rd.
(2) Revenues are cash, expenditures are accrued.
(3) Includes all interest payments under foreign déitiigations.
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Taxation and Customs

In 2012, Central Government revenues totaled UE5EB million (equivalent to 22.2% of GDP), of
which U.S.$6,086 million (equivalent to 6.9% of GD&vrresponds to petroleum revenue, U.S.$12,2580mil
(equivalent to 13.9% of GDP) corresponds to taxemere, U.S.$1,128 million (equivalent to 1.3% of GDP
corresponds to non-tax revenue and U.S.$54 millequivalent to approximately 0.1% of GDP) is inpext of
transfers received.

In 2013, Central Government revenues totaled 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 inpext 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 inpest of
transfers received.

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

In 2016, Central Government revenues totaled U8556 million (equivalent to 19.0% of GDP), of
which U.S.$2,003 million (equivalent to 2.0% of GD&vrresponds to petroleum revenue, U.S.$14,01komil
(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.

For the first six months of 2017, total revenueshef general state budget were U.S.$9,414 millidnile
total expenditures were U.S.$11,267 million. Thasulted in a deficit of U.S.$1,854 million for tiest six months
of 2017, an increase compared to the U.S.$1,28®mdeficit for the first six months of 2016. Thirscrease in the
deficit is primarily due to the increased use ofn@tary resources to finance strategic investmeojeqgis and
capital formation projects.

The 2008 Constitution grants the National Assentbéy authority to create, amend or eliminate taxes b
means of the law, without detriment to the attif$ granted to Autonomous Decentralized Governgent
Pursuant to the 2008 Constitution, only the Predideay 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 eaatly, socially
and economically responsible conduct. Furthermdine, 2008 Constitution expressly prioritizes directd
progressive taxes.

The value added tax applies to most sales of thngisets as well as most services, except foragdnal,
public transportation, public services, childcaeevices and others. For the first six months of 2(he value-
added tax generated U.S.$2,970 million of totalresenues, an increase from the U.S.$2,666 mitliemerated in
the first six months of 2016. This increase was tdu@n increased rate of consumption reaching atgrof 5.18%
for the period from November 2016 through June 20hé value added tax has been the largest compohésx
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revenues in the past five years, generating U.&®5million of total tax revenues in 2016, a desge&rom
U.S.$6,352 million in 2015. This decrease was dua teduced level of economic activity. The valdded tax
steadily increased from 2012 to 2015, generatir®y$5,415 million in 2012 and U.S.$6,352 million2015. The
increase from 2012 to 2015 was not due to an isecksate which held steady at 12% for 8 years tirgilLaw of
Solidarity increase to 14% for one year from Junedl6. Instead, the increase in revenues wastaukee
Government’s increased capacity to collect thisdag to an improved administrative system and dier¢forms
described in further detail below.

The second largest component of tax revenues@rie tax, which accounted for U.S.$2,147 million of
tax revenues for the first six months of 2017, rmeréase from U.S.$2,057 million of tax revenuestlier first six
months of 2016. Income tax accounted for U.S.$3r6#lion of tax revenues in 2016, a decrease fra/8.$4,734
million of tax revenues in 2015. Effective persoimecome tax rates for residents and non-residesis file tax
returns in Ecuador range from 0% to 35%. The stahdorporate tax rate in 2014 was 22%, down fr&%b 2n
2012. However, a tax reform enacted in Decembé# 20creased the corporate tax rate to 25% foritproh
distributions from Ecuadorian entities to residedtsniciled in tax havens. Non-resident individuale also
subject to a flat income tax of 22% in 2013 (dowent 24% in 2011 and 23% in 2012). The standargaate tax
rate for 2015 was 22% but increased to 25% for 20i6to the 3% increase established by the Lavwobd&ity.
However, the standard corporate tax rate decrdzsgdto 22% for 2017.

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

Tax Reforms

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

a 1% to 2% Currency Outflow tax, which was subsatiyeamended in November of 2011 to a 5%
Currency Outflow Tax with an exemption, establisire@016, for the first U.S.$1,098 and U.S.$5,000
if a debit card or credit card is used (for moriimation regarding the Currency Outflow Tax, see
“Balance of Payments and Foreign Tra¢leoreign Trade-Trade Policy”);

taxation on dividends received by company shara&hslds profits;

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

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

a refund of the 12% VAT (increased to 14% for 2@h@l returned to 12% effective June 1, 2017) for
the 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 Hre year.
Ecuador believes that the deductions and the advpagment system encourage participation and demlethe
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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 allowedléoger 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 entithest 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 tamlyointernational online purchases in excess of0$4ad 4
kilograms were subject to tax. This tax is intehtie encourage local market consumption by disgiogasmall
online purchases made outside the country. Thevihke imposed on shipping companies for eachkpge that
enters the country. Packages shipped throughircestate-owned postal services subject to inteonati treaties
will be exempt from the tax. Books for studentsdducational purposes are also exempt.

Foreign Aid

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

Central Government Expenditures

In 2014, Central Government expenditures repredetieS.$26,794 million before decreasing to
U.S.$24,149 million in 2015. In 2015, while wagend salaries, increased by 4.8% from 2014 to$lBS61
million (constituting 36% of Central Government sgmg and 8.7% of total GDP), fixed capital expémnats,
decreased by 33.1% from 2014 to U.S.$ 5,542 miljcamnstituting 23% of Central Government spendingd 5.5%
of total GDP). This decrease in capital expenditarprimarily due to decreased investment in Guwant projects
as a result of budget adjustment, with the preWobsdgeted capital expenditure being deferrechterlyears. For
more information, see “The Ecuadorian Economy at8gic Sectors of the Economy.”

2015, 2016 and 2017 Budgets

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

In January 2015, in response to the decline opwdes in the last quarter of 2014, Ecuador redutsed
2015 budget by U.S.$1.4 billion, resulting in a rified budget of U.S.$34.9 billion for 2015. ThelXbudget, as
modified in January 2015, assumed an average wiligeice 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 expendisur&éhe
reductions were made primarily in the following tees: national treasury (U.S.$276 million), edimaiU.S.$255
million), communications (U.S.$229 million), healtf).S.$169 million), agriculture and fishing (U.S0R
million).

In August 2015, in response to the continuing dectif oil prices, Ecuador further reduced its 2ba8get
by U.S.$800 million, resulting in a modified bud@étU.S.$34.1 billion. The adjustments reducedenirexpenses
by U.S.$100 million and investment costs by U.S@Tillion. According to a statement by the Ministaf
Finance on August 19, 2015, the reduction in itnaesit costs were for projects that could be defefoe later
years and whose deferment will not affect the gnowitthe economy.

136



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 bibiaginally
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 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 tdrdget
were U.S.$23.2 billion, including U.S.$17.3 billian taxes, rates and contributions, U.S.$4.8 Millio current
transfers and donations and U.S.$1.2 billion irepttevenues. The 2016 draft budget, as presewtiapproved
by the National Assembly on November 24, 2015 asuhine 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 20aédg&t would
be adjusted by approximately U.S.$800 million. Tiaister specified that approximately U.S.$400limril would
be reduced from investment and current expensedhatdhere would also be reductions to the budgkthe
Autonomous Decentralized Governments. The Ministrfrinance made reductions in its estimates oémee
forecasts for non-petroleum revenue by U.S.$780iamjlincome tax by U.S.$507 million, value addect by
U.S.$818 million, and the Currency Outflow Tax bySl$209 million as compared to the original 2016idet
revenue forecasts. In addition, while making réidas to permanent expenses by U.S.$203 millionveages and
salaries by U.S.$284 million, the Ministry of Fireanhas 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 Economy and Finance’sneated projection for financing needs (both intérna
debt and external debt) is U.S.$16.7 billiothe Ministry of Economy and Finance estimates #pgiroximately
U.S.$9.2 billion will derive from international famcing and approximately U.S.$7.5 billion from detie
financing. With respect to international finangcirtige Ministry of Finance expects that such fineganay come
from various sources, including drawdowns undestelg loan facilities, new bilateral and multilatktending
facilities, bond issuances and other methods ofigirrg liquidity that the Republic has previouslilized, such as
oil sector related transactions, among others. \Wdpect to domestic financing, the Ministry of Bomy and
Finance expects that such financing may derive frollovers of existing debt, new placements by Miristry of
Economy and Finance, the Central Bank and otheligiurstitutions, certain projects and domestic ragiens.
While the Ministry of Finance has expectations @gshte approximate amounts to be derived from théws
sources, such allocation is subject to market ¢mmdi as well as the policies of the new adminigmaand such
amounts and the use of the financing sources détifothis paragraph is subject to change.

Pursuant to Article 295 of the 2008 Constitutionring a presidential election year, the nationaldat is
to be presented for National Assembly approval iwitthe first 90 days of the term of the next presid
Accordingly, the 2017 draft budget (“2017 Draft Blad’) was presented for National Assembly approvaAugust
7, 2017, within the first 90 days of the term oE$ldent Moreno, which began on May 24, 2017. TheoNal
assembly had 30 days from August 7, 2017 to appooveake observations to the 2017 Draft Budget. 20/
Draft Budget proposed a budget of U.S.$36.8 billimm increase of 2% from the U.S.$36.0 billion Gedi budget
for 2016. In 2016, the 2016 initial budget was 051$29.8 billion. The 2017 Draft Budget assumeseerage
crude oil price of U.S.$41.69 per barrel and edimighe export of 136.6 million barrels of crudeamid the import
of 45.2 million barrels of petroleum derivativesridg 2017. The 2017 Draft Budget estimates the budgficit to
amount to U.S.$4,700 million. The 2017 Draft Budgéo estimates a GDP growth of 0.7%. The 2017 tDraf
Budget also sets the goal of a reduction of thegbudeficit for the non-financial public sector fi67.6% of GDP
in 2016 to less than 2% of GDP in 2021. The 201&ftDBudget provides for projected revenues of about
U.S.$14,760 million in taxes, U.S.$1,609 millionrates and contributions, U.S.$3,322 million imsfers from
public companies and the Central Bank and U.S.&3@#lion in transfers and donations of capital amkstments.
The 2017 Draft Budget provides for projected expsraf about U.S.$9,192 million in personnel, U.Q$% in the
amortization of public debt, U.S.$5,123 in consumgeods and services and U.S.$4,060 million in feassand
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donations of capital. The 2017 Draft Budget allesahbout U.S.$18,876 million to the national treasector,
U.S.$5,198 million to the education sector, U.S$9, million to the health sector, U.S.$3,453 millito the
security, risks and defense sector, U.S.$1,157amillo the housing sector and U.S.$1,048 billiorthte social
welfare sector. On August 31, 2017, the Nationaehsbly approved the 2017 Draft Budget.

In the interim period, Article 107 of th€ddigo Organico de Planificacion y Finanzas Pubtidghe
“Public Planning and Finance Code”) provides that total amount of the budget for the preceding,y&hich in
this case is the 2016 Budget, as initially approvedhe National Assembly was used as the provadibandget for
2017 until approval of the 2017 Budget. Article X#8&he Public Planning and Finance Code, grargdvtmistry of
Economy and Finance the authority to modify anyrapgd budget in an amount of up to 15% of any aygato
allocation. The Ministry of Economy and Finance Itfael authority to modify the 2016 Budget while iswised as
the provisional budget for 2017 and until apprasathe 2017 Budget. On August 31, 2017, the Natidisgembly
approved a budget of U.S.$36.8 billion for 2017 paned to the U.S.$29.8 billion initial budget f@r1B5.
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PUBLIC DEBT
General

Public sector aggregate debt, including interna external debt of the financial and non-finangablic
sector and the external Central Bank debt balamae,U.S.$32,771.2 million as of December 31, 2@bSpared
to U.S.$30,140.2 million as of December 31, 2014.8$22,846.7 million as of December 31, 2013, U1.868562.3
million as of December 31, 2012 and U.S.$14,561liiom 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.$291568lion as of August 31, 2017, U.S.$24,705.4lionl as of
August 31, 2016, U.S.$26,811 million as of DecembE 2016, U.S$21,273 million as of December 31152
compared to U.S.$18,679 million as of December 214, U.S.$13,957 million as of December 31, 2Gi8])
U.S.$11,526 million as of December 31, 2012. Theedase in public sector debt from August 31, 2@lBugust
31, 2017 was primarily due to disbursements of $adaom the China Development Bank, the issuandbe022
Bonds, the 2023 Bonds, the 2026 Bonds and the Boads and the Republic’'s guarantee of the issuahtee
Petroamazonas 2019 Notes and the Petroamazonad\Npd2f) The ratio of total aggregate public sedlt to
GDP increased from 32.7% as of December 31, 20B® %6 as of December 31, 2016. The ratio of totdlic
sector consolidated debt to GDP increased from%1a8 of December 31, 2015 to 27.9% as of December 3
2016. The ratio of total public sector consokdhtlebt to GDP increased from 25.7% as of Augus2G16 to
29.3% as of August 31, 2017 and, following the ésme of the Notes (assuming an issuance amounb up t
U.S.$2,000 million) and taking into account the 3300 million principal amount of the GSI Loan Rigi(as
described below), it is estimated that the totablipudebt to GDP will be approximately 31.8% undbe
consolidation methodology. As of August 31, 201rteiest payments on all debt obligations represent
approximately 1.4% of GDP.

During former President Correa's term, beginnin@®7, Ecuador changed the focus of its public.debt
Ecuador now focuses on its relationships with LAtmerican-based multilateral entities and new bilait partners,
such as China. Ecuador has executed several gvaeraents with China in the past seven years anthces to
collaborate with long-time partners such as SpathBrazil. In Latin America, Ecuador has strengtteties with
IDB, CAF, 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 thismstdautional
mandate, the National Assembly approved the P&dioning and Finance Code, which governs the puvesdhat
must be observed in all public debt matters. TheliPwlanning and Finance Code rules concernindipulebt
apply to the Ministry of Finance, which is the opvernment 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 appt@fahe Debt
and Finance Committee of the Republic of Ecuad@orbesigning any agreement with respect to sovareigpbt
including the Notes. See “Monetary System—Fisadicl.” This requirement is established by Arti@89 of the
2008 Constitution and Article 139 of the Public iflmg and Finance Codépproval is not required for any
obligation that is less than 0.15% of the GenetateéSBudget and does not have a sovereign guararheg
contract executed by the Ministry of Finance thegfuired, but did not obtain the approval of the tCeid Finance
Committee is null and void and unenforceable ang gige rise to civil and criminal liability for thendividuals
involved. Approval of the Debt aninance Committee is evidenced by a signed memarargigned by each
member of the Debt and Finance Committee. OnceMiméstry of Finance obtains approval of the Debda
Finance Committee, it may sign the agreement immirdebt obligations, provided that the Attorneyn@ml of
Ecuador has approved any clauses providing foragyaication of foreign law and/or arbitration infareign
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jurisdiction. Loan proceeds are disbursed to theidtty of Finance, which in turn, transfers sucbgeeds to the
ultimate borrower.

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

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

This external debt process is in place as a mestmata ensure that Ecuador does not reach the éngis|
of debt it had incurred before the Correa admiaiigin. 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. As of Au@lst2017, upon the issuance of the Notes (assuamrigsuance
amount up to U.S.$2,000 million and taking intoaod the U.S.$500 million principal amount of th&IG.oan
Facility (as described below), the ratio of putdector debt to GDP (under the consolidation metloogd will be
31.8%.

External Debt

The total external debt of the public sector in &tor 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.$10.8ibhilas 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, andgsamnce of
the 2020 and 2024 Bonds. Total public externat dslof August 31, 2017 was U.S.$28,659.4 milleomjncrease
from U.S.$23,624.1 million as of August 31, 2016edorimarily to disbursements of loans from the @hin
Development Bank, the issuance of the 2022 Bords,2026 Bonds, the 2023 Bonds, the 2027 Bonds fend t
Republic’s guarantee of the issuance of the Petamanmas 2019 Notes and the Petroamazonas 2020 Notes.
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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 evfdthe year, except percentages)

As of December 31, As of August 31,

2012 2013 2014%W 2015@ 2016€¥ 2016 2017
Central GOVEIMMENE ..........ceeveeeverevemmmmmmeese e ereeeseesaseenas 9.88 11.86 15.43 18.18 23.14 20.94 25.57
Public financial and non-financial entities..................... 0.99 1.06 2.15 2.04 2.54 2.67 3.08
Total 10.87 12.92 17.58 20.22 25.68 23.62 28.65
External public debt as a percentage of nominal DR 12.4% 13.6% 17.2% 20.2% 26.7% 24.6% 28.4%

Source: Ministry of Economy and Finance August 2Balfetin.
(1) Includes the 2024 Bonds.
(2) Includes the 2024, 2020 Bonds.
(3) Includes the 2024, 2020, 2022 and 2026 Bond
(4) Includes the 2024, 2020, 2022 and 2026 BoBdkulated using Central Bank GDP data, excepffgust 207 percentage which is calculated using esti
the Ministry of Finance 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 ripatites may incur debt through the Ministry ofddomy and
Finance if they follow certain requirements esti®d by law, and certain provincial and municipalegnments
have issued external debt, which is included inttiide above under the heading of “Public finaneiatl non-
financial entities.”

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

As of December 31, As of August 31,
2012 2013 2014 2015 2016 2016 2017
Multilateral ..........cccooveeeieiieieeeeeeee e, 5.87 6.01 6.56 7.93 8.25 8.04 8.34
Bilateral 3.87 5.75 6.15 6.42 8.00 7.84 7.73
Commercial and Bonds ...........ccccvvevvvecmeeen e, 1.13 1.16 4.88 5.87 9.43 7.74 12.59
Total Public Sector External Debt 10.87 12.92 17.59 20.22 25.68 23.62 28.66

Source: Ministry of Economy and Finance August 2Bdlfetin.

The increase in bilateral debt of the Republic pmlblic 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 re@marse 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 instituiomas U.S.$8.34 billion as of August 31, 2017. Tota
indebtedness owed to multilateral institutions WhAS.$8.25 billion as of December 31, 2016. The R#pus
current on all its obligations to multilateral iitgtions.

As of December 31, 2014, the top three bilatenatiées to Ecuador were China, Brazil and Spain, with
debt levels of U.S.$5,074.4 million (63.7% of tiotat bilateral debt), U.S.$302.8 million (3.8% bEttotal bilateral
debt) and U.S.$158.1 million (1.9% of the totaht#ral debt), respectively.

As of December 31, 2015, the top three bilatenatiées to Ecuador continued to be China, Brazil and

Spain, with debt levels of U.S.$5,295.4 million @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.
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As of December 31, 2016, the top three bilatenadiées to Ecuador were China, Brazil, and Spair 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 August 31, 2017, the top three bilateral Ensdo Ecuador were China, Brazil, and Spain, déht
levels of U.S.$ 6,716.3 million (88.7% of the tokdlateral debt), U.S.$ 190.7 million (2.5% of ttegal bilateral
debt) and U.S.$ 164.5 million (2.2% of the totdateral debt), respectively.

As of August 31, 2017, total indebtedness owedbitateral entities was U.S.$7.73 billion. The Reputs
current on all of its obligations to bilateral lemd.

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

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

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

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

On April 29, 2016, Ecuador entered into a fourtml@agreement with China Development Bank for U.S.$2
billion with a maturity of eight years as a resaflthe memorandum of understanding entered intedsn the
parties on January 7, 2015, initially consideringaanount of U.S.$1.5 billion. The agreement wéeted to a
multi-party contractual structure involving a cruglkedelivery contract entered into with PetroChina

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

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

On December 28, 2016, Ecuador entered into a WRVSWillion credit agreement with a term of twenty
years with the European Investment Bank to fingheeconstruction, renovation and equipment of 2hral and
technological institutes of higher education in &abor.

On February 2, 2017, the IEES entered into a UStiflion credit agreement with Consorcio NHQ with
50% of the total principal amount due 30 days fith date of execution of the agreement and theingmga50%
of the total principal amount due 24 months from diate of execution of the agreement and will leel ws partially
finance the construction and equipment of a hdsipitie city of Quito.
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On February 21, 2017, Ecuador entered into a UBdilion loan with the JBIC with a term of 12 year
to finance an energy efficiency project relatedesidential water heating.

In February 2017, Petroamazonas issued two tranmhastes guaranteed by Ecuador. Under the first
tranche, Petroamazonas issued the Petroamazon8sNefiés pursuant to an indenture entered into letwe
Petroamazonas, Ecuador as guarantor and The BaNkwfYork Mellon as trustee. Under the second tnanc
Petroamazonas issued the Petroamazonas 2020 Nosesut to an indenture entered into between Retpanas,
Ecuador as guarantor, and The Bank of New York dtelln May 2017, the holders of the Petroamazo@$) 2
Notes sold the Petroamazonas 2020 Notes to subrgguurehasers in the international capital markets.

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 gextren, distribution and transmission of electricity

On April 1, 2017, Ecuador entered into a U.S.$78iani loan with the French Development Agency
(“AFD”) with a term of 20 years to finance certaducational projects.

On April 18, 2017, Ecuador entered into a U.S.$6iian loan with the IDB with a term of 25 years to
finance the reconstruction of electrical infrasttne in areas affected by the Pedernales Earthgaakiethe
incorporation of seismic resistant infrastructur¢hie provinces of Esmeraldas, Manabi and Santoifimn

On May 22, 2017, the IESS entered into a 7 year$4Smillion credit agreement with Deutsche Bank,
Sociedad Andénima Espafiola, Banco Santander, SdBanco Popular Espafiol, S.A. guaranteed by Ecuador
partially finance the construction and the purclafssguipment for the IESS hospital in the city@fito.

On August 11, 2017, Ecuador entered into a U.Sréilton credit facility agreement with the French
Development Agency (“AFD”) with the principal amdudue in semi-annual installments and with the last
installment due on December 1, 2036. The procedtbewused to finance the reconstruction of hogdig CFN or
CONAFIPS adding earthquake resistant features arrédctivate the main productive sectors in theaHotian
provinces most affected by the Pedernales Eartlequak

On October 2, 2017, the FLAR approved a loan of$63%7.8 million for Ecuador for a term of threase

with a year of grace for the payment of princifis expected that the proceeds of this loan kéllused to improve
Ecuador’s balance of payments. As of the dateisfQiffering Circular, this loan has not been disledr
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The following table lists current material bilateaad multilateral indebtedness by agreement amdiele

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

Balance as of

Creditor Interest Rate Type Currency Date Issued Maturity August 31, 2017
Multilateral

IBD 4,598.52 uss 1966- 2016 2016-2049 4,674.40
CAF 3,239.64 uss$ 2005- 2016 2016-2031 3,230.52
FLAR 40.40 uss 2014 2017 77,20
Others®¥ 390.25 Euro, U.S.$ 1968-2016 2016-2051 357,92
TOtAl MUIHALEIAI DD ....eecieiiiiee ettt emmeee e e e e ettt e e e e ettt e e e eeabeeee e e ssssnnmmmeessssseeeesssasseesasssaseesansbeseeeessnnnnnsenbeeeeeannens 8,340,04
Bilateral

China 6,705.95 RMB, U.S.$ 2010-2016 2019-2036 6,716,32
Brazil 198.10 uss 2000-2013 2018-2023 190,72
Spain 166,40 uss 1987-2016 2016-2042 164,47
Italy 4.13 Euro 1995-2015 2025-2048 4,2
Japan 37.45 Yen 1988-2014 2018-2028 35,40
Others® @ e 08 DEG, Won, Libra, Chf 1985-2015 2016-2053 619,47
TOtAl BIlALEIal DEDL ......eeiiiiiiiiie ettt eeee e ettt e e e e ttte e e e e s etbaee e e e tbaeee e e tmnanseesessbsseseaassasseesassaseessnssesessmmmansssseessnsbaneeensrees 7,730,60
ONEE DEBE™ ..ottt eemeee ettt et e et ee et e et e e et et et et eteememe s e et e e e e s et e et et et e e et en e e st en s eememes s et et en st et ener s ennaenenan 12,588,79

LI U S C=T A =TI 1Y o TSRO PROPPRRPROt
28,659,43

Source: Ministry of Economy and Finance as of Aug047.

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

(2) Includes amounts from loans from Paris Club foers.

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

(4) “Other debt” includes commercial debt and antewawed under the 2030 Bonds, the 2020 Bonds,Q@2 Bonds, the 2024 Bonds, the 2026
Bonds, the 2023 and 2027 Bonds and the Brady Bonds.
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The following table shows the rates of interestligpple to the outstanding principal balance of the
Republic’s public external debt at the dates indida

Interest on Public Sector External Dek

At December 31, 2015 At December 31, 2016 At August 31, 2017
Amount Percentage Amount Percentage = Amount Percentage
(in mlglol?s of U.S. (in millions of U.S. dollars, (in millions of U.S. dollars,
except%;f;ntages) except percentages) except percentages)
Fixed Rate
0-3% 844.9 4.2% 982.2 3.8% 1,441.9 5.03%
3-5%... 249.0 1.2% 125.8 0.5% 574.0 2.00%
5-894" 8,005.0 39.6% 9,319.5 36.3% 8,730.7 30.46%
More than 8% 1,859.2 9.2% 4,624.1 18.0% 7,639.1 26.65%
Floating Rate 9,267.1 45.8% 10,627.7 41.4% 10,273.7 35.85%
Total. ..o, 20,225.2 100% 25,679.3 100% 28,659.4 100.00%

Source: 2015 Figures from Ministry of Finance Debem2015 Bulletin; 2016 Figures from Ministry ofileince Deceber 2016 Bulletin; 201
Figures from Ministry of Finance August 2017 Buliet

(1) Reflect the amounts under the 2024 Bonds

(2) Reflects the amounts under the 2015, 2P@P2, 2026, 2023, 2027 and the 2030 Bonds.

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-R27
(in millions of dollars)
For the Year Ending December 31,

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026027 2

4,043 3,856 3,572 4,810 2,797 4,583 3,296 3,919 1,620 3,045 3,393
2,426 2,134 1,941 3,317 1,497 3,462 2,397 3,209 1,042 2505 3,148

Central Government

Principal................

INterest.....ovveveiii.. 1,617 1,723 1,631 1,493 1,301 1,121 899 710 578 540 245
Rest of Public Sector 672 1,021 954 497 267 193 170 150 128 112 88
Principal................ 497 863 838 417 210 145 127 114 96 84 65
INtErest. ...oommvvn... 176 158 116 79 57 48 42 37 32 28 24

Total Debt Service 4715 4877 4526 5306 3,065 4,776 3,466 4,070 1,748 3,157 3,482

Source: Ministry of Economy and Finance as of Aug@0d47

Internal Debt

The Government's internal debt consists of oblmadito both public sector and private entities.blieu
sector aggregate internal debt increased from @.B8%billion as of December 31, 2012 to U.S.$1h#ton as of
December 31, 2015, due primarily to increased rsses of long and short-term government notes. Tudalic
aggregate internal debt decreased by U.S.$0.08rbiitom U.S.$12.55 billion in December 2015 to I$82.46
billion in December 2016 because the amount of depaid at maturity exceeded the amount of dehirred
during this periodAs of August 31, 2017, public sector aggregateriatiedebt was U.S.$14.95 billion, an increase
from U.S.$13.19 hillion as of August 31, 2016. Asfagust 31, 2017, public sector consolidated maéidebt was
U.S.$909.7 million, a decrease from U.S.$1,081i8iam as of August 31, 2016.
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The following table sets forth the public sectdeinal debt for the periods presented.

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

As of December 31, As of August 31,

2012 2013 2014 2015 2016 2016 2017
Central Government NOtes ...........ccceeeveereenns 6.95 9.12 11.78 11.78 11.70 12.42 14.19
Governmental Entitie® ..........c.cccooorineirinrien. 0.83 0.80 0.78 0.77 0.76 0.76 0.76
Total® 7.78 9.93 12.56 12.55 12.46 13.18 14.95
Internal public debt as a percentage of nominal
GDP? 8.8% 10.4% 12.3% 12.5% 12.9% 13.7% 14.8%
Source: Ministry of Economy and Finance August 2Bdlfetin
2) Direct issuances backed by IESS and the EcuadDearlopment Bank. Government is the debtor undiémtarnal debt issuances.
2) Total public sector internal debt under the aggiieganethodology.
3) Calculated using Central Bank GDP data.

As of December 31, 2016, approximately 93.9% ofdelaw’s internal public indebtedness consists ofi{on
term originally issued dollar-denominated notesurréntly, all internal debt obligations are issuadough the
Ministry of Economy and Finance. As of December 3016, approximately 6.1% of Ecuador’s internal ljsub
indebtedness is held by Governmental Entities, sisdfieSS and the Ecuadorian Development Bank. Axtfber
10, 2017, the Ministry of Economy and Finance'sigdtions with the Central Bank with respect to finel
investments through long-term Government bonds amtmuU.S.$3,541,977, 591. The Ministry of Econoand
Finance does not have any short-term obligatiotis thve Central Bank.

On May 18, 2017, the Ministry of Economy and Fimnatransferred assets consisting in shares of fiahnc
institutions controlled by the Republic worth U.Z336.55 million in payment of debt incurred witietCentral
Bank for U.S.$2,121.78 million plus accrued intérfes U.S.$14.77 million. As a result, public inted debt
decreased by U.S.$2,121.78 million.

On April 24, 2017, the Ministry of Economy and Rirca transferred Central Bank Certificates (“Titulos
del Banco Central”) to Petroamazonas’ primary ves@md service providers, in exchange for U.S.$th8lton of
accounts payable with such entities, satisfyingdaahazonas’ obligations.

The Ministry of Economy and Finance and COSEDEngds trustees, temporarily assumed the debts and
assets of AGD. They were then permanently trareddeto CFN. For further information on these tfars see
“Monetary System—The Financial Safety Net-Deposgurance.” Notes issued by the AGD matured anck wer
fully paid off 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 August 31
2012 2013 2014 2015 2016 2017
U.s.$ % U.s.$ % U.s.$ % U.s.$ % US$ % U.s.$ %

Short-term notes................... - - - - - — — — — — — —
Long-term note& ... 6,817 87.6 8,992 90.6 11,779 93.8 11,780 93.9 11,695 93.9 14,187 94.9

AGD notes? ......cccooveeunenn. 133 1.7 133 1.3 - - - - - - - -
CFN notes? .......ccoovveenn. - - _ _ - - - - - - - -
Total NOteS......coevveereerenne. 6,950 89.3 9,125 919 11,779 93.8 11,780 939 11,695 93.9 14,187 949
Governmental Entities™... 830 107 802 8.1 780 6.2 767 6.1 762 6.1 765.4 5.1
Total internal debt®.......... 7,780 100 9,927 100 12,559 100 12,547 100 12,457 100 14,952 100%

Source: Ministry of Economy and Finance August 2

(1) Securities placed by Ecuador accordingetoreks and resolutions issued to finance projeats 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 thed3gGGuarantee Agency. These bonds were issuealtiom of 15 years, with payment of principal @tamity
and annual interest payments at a rate of 12%.

(3) These bonds issued under Law 98-17 asitatapntribution to the National Finance Corpaoati The value of these bonds was U.S.$424.9 millibrey had
7-year and 11-year terms with semi-annual paymefpsincipal and interest at Libor plus 180 dayargin.

(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 A0 With a maturity equal to or less than oneryeand
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 projaxctsyenerally
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#ali3 of the 2008 Constitution, former Presidentr&or
exercised his presidential authority to issue immaeting regulations and signed Decree 1218, whiokdifies
Article 135 of the General Rules to the Public Rlag and Finance Code. Decree 1218 changes theduoitiyy
that the Ministry of Economy and Finance uses toutate the total public debt to GDP ratio for tharpose of
establishing whether the total public debt ceilofg40% established in Article 124 of the Public iPlimg and
Finance Code has been exceeded. Under Decreeth21djnistry of Finance will now use the Total Gotidated
Public Debt methodology set out in the Manual dbllPuFinance Statistics of the IMF. The IMF GFSyigh was
published in 2001, provides that the presentatibgavernment financial statistics, including tofalblic debt,
should be calculated on a consolidated basis rdfiaer on an aggregate basis. According to the GMS, the
consolidation methodology presents statistics fgraap of units as if accounting for a single udit.the context of
total public debt, this means that debt that fldvesween governmental units or entities or betwdwndentral
government and these governmental units or enflti@sa-governmental debt”) is not included in tbaculation of
total public debt. In contrast, the aggregationirodology, which the Ministry of Economy and Finamused prior
to Decree 1218, does include intra-governmentat d@elthe calculation of total public debt. By clggmy the
method of calculating total public debt from an r@ggtion methodology to a consolidation methodalddgcree
1218 effectively eliminates certain types of debtif the calculation and, by extension, reducesitheunt of total
public debt taken into account for purposes of40% total public debt to GDP ceiling. Followingethnactment of
Decree 1218, the Ministry of Economy and Finance be@en in communication with the IMF with respest t
methodologies used for measuring public debt.

Certain of the total public debt and public debGiDP ratio information set forth in this Offeringr€ular
is based on the aggregation methodology and cedfithe total public debt and public debt to GDRaa
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information is based on the consolidation methaoghpldhe table below sets forth the total consolidatublic debt
and total consolidated public debt as a percertaGOP.

Debt to GDP Ratic

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

As of December 31, As of August 31,
2012 2013 2014 2015 2016 2016 2017
Consolidated Total Deht.................. 11,525.5 13,957.2 18,679.2 21,2728  26,8%0.6 24,7058 29.569.1
Consolidated Debt to GDP Ratia..... 13.1 14.7 18.3 21.2 279 257 20.%8)

Source: Ministry of Economy and Finance August 2Bdlfetin

2) December 2016 figures and August 2016 figures baseMinistry of Economy and Finance’'s December 2@h6 August 2016
Bulletin respectively.

2) Based on Ministry of Economy and Finance’s estinediterojected GDP, which differs from look-back adtom the Central Bank.

Decree 1218 does not affect external debt as ettdebt 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 Ecuadorof®\ugust 31, 2017 was U.S.$14.95 billion, compaveth
U.S.$13.19 billion as of August 31, 2016. This ease is primarily due to the increased issuangooérnment
notes. Using the consolidation methodology, thaltisiternal debt of Ecuador, as of August 31, 2043s U.S.$
909.7 million, compared with U.S.$1,081.3 millios @ August 31, 2016. This decrease in internbt dader the
consolidation methodology is primarily due to trepayment of certain bonds upon maturity. The U.SBI2%
million under the aggregation methodology figure fsugust 31, 2017 that is excluded from the eqeival
consolidation methodology figure corresponds toaigovernmental obligations, mainly between the EEIESS,
state-owned banks and the Central Bank. Becaugeobligations owed to private, non-governmentditms are
counted toward the total internal debt of Ecuadodean the consolidation methodology, the total cbdated
internal debt figure is lower than the total aggtegnternal debt figure.

According to the Ministry of Economy and Finanaa|dwing the issuance of the Notes and the apjpinat
of proceeds (assuming an issuance amount up t&2J0B0 million) and taking into account the U.S.&3Aillion
principal amount of the GSI Loan Facility (as désed below), it is estimated that the Republictat@ublic debt
to GDP will be approximately 31.8% under the coitsaion methodology.

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 principaldagher: (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 (i) 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 (“LIBORIYs 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 inteiestwo instruments: (i) 20-year notes bearingeigst 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 “IEelD).

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 makaireadditional cash payments in respect of overnadigeest.
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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 Repulalunched
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.

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 andiiagt on the 2015 Bonds on December 15, 2015.

2012 and 2030 Bonds and tender offer

In 2008, Ecuador defaulted on its interest paymémtthe 2012 and 2030 Bonds in the aggregate amoun
of approximately U.S.$157 million and principal pagnts of approximately U.S.$3,200 million. The 20
2030 Bonds were originally issued in exchange foorpdebt offerings of the Republic in order to end the
maturity dates of those prior obligations. Thiadédt followed the publication of a report in 2009 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@8&hds), 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 former President Correatdninistration, Ecuador offered to repurchase 022and 2030
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@ler
offers and were bought out at 35 cents on the oldthough some holders continue to hold the dlieéal 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@02Bonds is
U.S.$52.1 million, which represents 1.6% of thejiodl aggregate principal amount of the 2012 ar@DZBonds.

On December 12, 2014, GMO Trust issued proceedaggénst the Republic in respect of an alleged
U.S.$15,876,000 holding of the 2030 Bonds. GMQuntdrily withdrew its complaint pursuant to a sstient
agreement between the parties. A stipulation disimg the complaint was filed on March 16, 2015]ainthat
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 SewrttDistrict of
New York to the United States Court of Appeals tfoe Second Circuit. Thereafter, Mr. Penades digyg fthe
required standard forms to initiate the new appasaeé.

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, Ena8es
submitted a brief in support of his position. Edofiled its brief in response on February 7, 200hn February 7,
2017, Mr. Penades filed a motion requesting a gxtension to file his reply brief by March 8, 201@n February
8, 2017, the United States Court of Appeals for3keond Circuit granted Mr. Penades’ motion. Obriary 23,
2017, the United States Court of Appeals for theo8d Circuit scheduled the case for the week conemgriMay 1,
2017. On March 8, 2017, Mr. Penades filed his répigf. On May 5, 2017, the case was submittedéoUnited
States Court of Appeals for the Second Circuitrésiew. On May 17, 2017, the United States Couambeals for
the Second Circuit entered a summary order affignthre judgment of the United States District Cdort the
Southern District of New York which granted Ecudslonotion to dismiss Mr. Penades’ complaint. On Mdy
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2017, Mr. Penades filed a petition for a reheaengbanc of the United States Court of Appeals Her $econd
Circuit's summary order affirming the judgment b&tUnited States District Court for the Southerstiiit of New
York. On July 5, 2017, the United States Court ppgals for the Second Circuit denied Mr. Penadestipn for a
rehearing en banc.

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 artdnds to make all payments as they become dugayable.
The Republic used the proceeds of the 2024 Bond8ntmce its various hydroelectric projects andeoth
infrastructure projects contemplated in the Nati@evelopment Plan.

2020 Bonds

On March 24, 2015, the Republic successfully isSu&ti$750 million of Bonds due March 2020 with a
coupon of 10.50%, the Original 2020 Issuance, 884.0f the purchase price. The Republic reopenedifiginal
2020 Issuance on May 19, 2015 and successfullyedssun 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 thevasit indenture. The Republic is current on itsarficial
obligations under the 2020 Bonds and intends toenadikpayments as they become due and payable Ré&peblic
used the proceeds of the 2020 Bonds to financeahieus hydroelectric projects and other infraduite projects
contemplated in the National Development Plan.

2022 Bonds

On July 28, 2016, the Republic successfully issUegl$1.0 billion of Bonds due 2022 with a coupon of
10.75%, the Original 2022 Issuance, at 100% ofphechase price. The Republic reopened the Origigar
Issuance on September 30, 2016 and successfulgdsmn additional U.S.$ 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 Reps#d the proceeds of the 2022 Bonds to finéiscearious
hydroelectric projects and other infrastructurejgmis contemplated in the National Development Plene
Republic reopened the Original 2022 issuance ool@ctl6, 2017, and successfully issued an additidr&$378
million of bonds at a price of 112.878%, also d@22 within the context of a loan with GSI. See TG®%an
Facility” below.

2026 Bonds

On December 13, 2016, the Republic successfullyesdJ.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 &@)dd€finance an
existing external debt obligation on more favoratglens. The Republic reopened the Original 2026asce on
October 16, 2017, and successfully issued an additiU.S.$41 million of bonds at a price of 106.%64lso due
2026, within the context of a loan with GSI. Se&SiG&oan Facility” below.

Petroamazonas notes

In February 2017, Petroamazonas issued two tranmhastes guaranteed by Ecuador. Under the first
tranche, Petroamazonas issued the Petroamazon8sNefiés pursuant to an indenture entered into ltwe
Petroamazonas, Ecuador as guarantor and The BaNkwfYork Mellon as trustee. Under the second tnanc
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Petroamazonas issued the Petroamazonas 2020 Nosesut to an indenture entered into between Retpanas,
Ecuador as guarantor, and The Bank of New York dtelln May 2017, the holders of the Petroamazo@$) 2
Notes sold the Petroamazonas 2020 Notes to subigguurehasers in the international capital markets.

2023 Bonds and 2027 Bonds

On June 2, 2017, the Republic successfully issuwed ttanches of notes. Under the first tranche, the
Republic issued the 2023 Bonds. Under the secamthe, the Republic issued the 2027 Bonds. Thelileps
current on its financial obligations under the 2@2#ds and under the 2027 Bonds. The Republic trgedroceeds
of the 2023 Bonds and the 2027 Bonds to (1) finddoeernment Programs, (2) finance infrastructucgegts that
have the capacity to repay the related debt oldtigatand (3) refinance an existing external debgation on more
favorable terms. The Republic reopened the OrigteaB issuance on October 16, 2017, and succesifsilled an
additional U.S.$187 million of bonds at a pricel6#.412%, also due 2023, within the context ofam laith GSI.
See “GSI Loan Facility” below.

GSI Loan Facility

On October 11, 2017 the Republic and Goldman Satasational (“GSI”) entered into a U.S.$500 naitli
35-month loan facility (the “GSI Loan Facility”) gerned by Ecuadorian law.

On October 11, 2017, the Central Bank and GSI edterto a three-year gold derivative transaction in
which the Central Bank transferred to GSI an ihB@0,000 ounces of gold (valued at the date oftttwesaction at
approximately U.S.$387 million, "Gold") (the "GdRkrivative Transaction") and in return receivedxad rate from
GSI on the value of the Gold transferred. The Gddivative Transaction is similar to the gold saation that the
Central Bank entered into on May 2014, which teated at maturity in February 2017. In addition,tioa same
date as the Gold Derivative Transaction, the CeB@ak entered into a three-year bond derivatigagaction (the
“Bond Derivative Transaction”) in which the CentBank transferred to GSI U.S.$606 million nominalcant of
notes issued by the Republic (the “Reopened Nofesth a market value at the date of the transaabio U.S.$ 650
million) and in return received the interest amsun the Reopened Notes (with any interest gertefatany delays
in such transfer from GSI to the Central Bank) ddiion to a fixed rate on the value of the Reopehmtes
transferred to GSI. The Reopened Notes constifutgher Notes" (as defined in each of the Offer@igculars) of
the following existing series of notes currentlyngetraded in the international markets: (a) the2208lotes, (b) the
2023 Notes, and (c) the 2026 Notes. The issubeReopened Notes was authorized by the Republats and
Finance Committee under Acta Resolutiva No. 014d&ctober 10, 2017. The Reopened Notes weredissue
October 16, 2017 and exchanged with the Centrak Bana scheduled term of 3 years pursuant to anefsto de
Permuta ( the “Swap Agreement”) between the Cefealk and the Ministry of Economy and Finance dated
October 11, 2017 for U.S.$650 million of notes exbby the Republic in the domestic market (“Locdfigued
Notes”), owned by the Central Bank at the datédefttansaction. The Reopened Notes were issu€timber 16,
2017 in consideration for the transfer to the Répulf the Locally Issued Notes subject to the terof the Swap
Agreement. The Reopened Notes are fully fungiblth vilhe 2022 Notes, the 2023 Notes and the 2026sNote
respectively and constitute general, direct, urgewnsubordinated and unconditional obligatiohthe Republic
backed by the full faith and credit of the Repulblid, based on an opinion of the Ministry of Ecog@nd Finance
of the Republic, have been legally and validly é&sku

Under the terms of the Bond Derivative Transactind the Gold Derivative Transaction, upon matutfig,
Central Bank is entitled to receive the return of eguivalent amount of the Gold (under the Goldidive
Transaction) and equivalent property to the ReopeNetes (under the Bond Derivative Transaction)e (th
“Equivalent Property”) from GSI, without payment thye Central Bank, provided that certain credinéseelating to
the Republic do not occur. GSI will post investragrade securities to a custodial account at Thé& BaiNew York
Mellon as collateral for the Central Bank’s expesto' GSI. Under the Bond Derivative Transaction| G sell or
otherwise transfer any interest in the Reopene@dNat any time to any third party, although it wétain economic
exposure to the Equivalent Property for so long&$ has a future obligation, whether or not corgimtgto deliver
the Equivalent Property. Upon the occurrence @kdit event, GSI will retain the Gold and the Bgilent Property,
although the Central Bank may repurchase the Gdtdpays GSI its dollar value at that point in &nat market
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price. In the event the combined value of Gold Bgdivalent Property declines and is worth less #igproximately
U.S.$807 million, the Central Bank must deliver additional amount of cash, gold or U.S. treasu(ibe

“Additional Assets”) in order to make up the diffecce (with the amount of additional Gold capped@@2,000

additional ounces). Accordingly, the Republic’ddyeserves, cash and investments in U.S. treas(ifiany) could

decrease in the event that the combined valueeothid, the Equivalent Property and the Additiohssets declines
or if a credit event occurs. In addition, in certdimited circumstances the excess amount of ttpaivalent

Additional Assets will be returned to the CentranR if the combined value of the Gold, Equivalerggderty and
Additional Assets increases above a certain thiésho

Under the Swap Agreement, the Central Bank is redub transfer to the Ministry of Economy and Fice
the full interest amounts (together with any insérgenerated for any delays in such transfer by tG&te Central
Bank) that it receives under the Bond Derivativankaction (excluding the additional fixed rate BGE receives
from GSI on the value of the Reopened Notes traresfeto GSI) and is required to transfer to the iMiy of
Economy and Finance Equivalent Property upon theenhaof the Swap Agreement in exchange for tharreof
the Locally Issued Notes. If a credit event ocaumsgler the Bond Derivative transaction, the rigttshe Central
Bank under the Bond Derivative Transaction, andtha Ministry of Economy and Finance under the Swap
Agreement, to receive amounts paid under the Reap&lotes will terminate, but the Ministry of Econprand
Finance will continue to be required to make ajlrpants of principal and interest in respect of Re®mpened Notes
to the applicable holders of the Ropened Notesyalhtiave certain remedies against the CentrakBan

Article 124 of the Cddigo Orgénico de Planificacidirinanzas Publicas (the “Public Planning and irdea
Code”) establishes a total public debt to GDP regitbf 40%. According to the Ministry of Economy afidance, as
of the close of August 2017, it is estimated thatRepublic’'s total public debt to GDP will be appmately 29.8%
(after taking into account the effect of the GShhd-acility).

Article 133 of the Rules to the Public Planning &ithnce Code sets forth that is incumbent on thnéshy
of Economy and Finance to prepare the statememsldic debt and to issue technical regulationsaiculate the
public debt to GDP ratio. On October 25, 2016, pamns$ to Article 147, Clause 13 of the 2008 Conistity the
Government issued implementing regulations throiinghenactment of Decree 1218, which is currentlgfiiact.
Decree 1218, establishes that the Ministry of Enonand Finance shall use the consolidation metlogyadet out in
the IMF GFS for the preparation of statements dflipudebt in order to calculate the total publibt® GDP. See
“Public Debt-Decree 1218”. On August 31, 2017 tregiklative Assembly of Ecuador approved the 201&ftDr
Budget prepared by the Ministry of Economy and Ragain which the consolidation methodology, mandidig
Decree 1218, has been used to calculate the tdtitplebt to GDP ratio.

Accordingly, the Ministry of Economy and Financeshaot considered the aggregate amount of the
Reopened Notes in the calculation of total pubtibtdo GDP ceiling as described above, as it has becounted as
a "contingency" (pasivo contingente) as statethénRublic Planning and Finance Code. Accordin§dction 3.95
of the IMF GFS contingencies are “conditions ouaitons that may affect the financial performanceasition of
the general government sector depending on therecae or nonoccurrence of one or more future evemd under
Section 3.96 of the IMF GFS, the IMF GFS does ‘tnedit any contingencies as financial assets afitiab because
they are not unconditional claims or obligationdInder Section 7.142 of the IMF GFS, debt “consistsll
liabilities that require payment or payments oérast and/or principal by the debtor to the creditaa date or dates
in the future.” It is the view of both the Minigtof Economy and Finance and the Debt and Fin@wemittee of
the Republic that the Reopened Notes should be¢ettess contingencies under the IMF GFS and in thidgdid®
Planning and Finance Code because they form patsgfries of transactions which contemplate thwtiaterest
amounts on the Reopened Notes will be returneldgdentral Bank as provided in the Bond Derivaliv@nsaction
and through the Swap Agreement to the Republic, ltaéSlagreed to retain economic exposure to thevaeui
Property and, unless a credit event occurs, G8idgaired to return Equivalent Property to the Carfank upon
maturity (and the Central Bank to the Ministry afdBomy and Finance under the Swap Agreement). Aowpito
the Ministry of Economy and Finance, the AdditiorNdtes (as part of the Bond Derivative Transactiarg
contingencies and not “debt” to be accounted incthresolidated statement of public debt which waddnt towards
the calculation of the total public debt to GDHingi For similar reasons, the Ministry of Econoamnd Finance will
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also exclude the Reopened Notes from certain athepnsolidated measures which reflect the amournitsof
indebtedness owed to the Central Bank and othergmental agencies.

There is currently no precedent in Ecuador for Isintransactions being treated as a contingen@)) as
the Reopened Notes in the context of the Bond Bgvwe Transaction, as the IMF GFS guidelines wecemtly
implemented and adopted through Decree 1218. Hadrient of the Reopened Notes as a contingencybmay
subject to a subsequent Presidential decree impkargeother methodologies or different interpretatof the IMF
GFS guidelines. If the Reopened Notes were nbettmeated as contingencies but instead includ#tkicalculation
of the public debt to GDP ratio, as of the closeAafust 2017, the public debt to GDP ratio wouldré@ase by
approximately 0.6% to 30.4% following the consdiida methodology, which, as of the date of thisedffg
Circular, is below the total public debt to GDPliogi of 40% established by Ecuadorian law; howeifdhe 40%
ceiling is surpassed in the future, it could pbédly affect the ability of the Republic to incdurther debt
obligations. As of the date of this Offering Cilany the Reopened Notes have not exceeded theptabéit debt to
GDP ceiling and, as such, are considered validdyed. For a description of the risks of aagtion by the
Government in relation to the 40% public debt toR3nit, see”Risk Factors—Risk Factors relating to Ecuador—
The Republic may incur additional debt beyond whaestors may have anticipated as a result of angkain
methodology in calculating the public debt to GD&ia for the purpose of complying with a 40% limitder
Ecuadorian law, which could materially adverselfeaf the interests of Noteholdéis this Offering Circular.

Other obligations

In June 2003, the Republic agreed with its Parig@rreditors to reschedule U.S.$81 million of lefat
debt. Payments due on official development aid doarre rescheduled over a period of 20 years; thosaether
credits were rescheduled over a period of 18 ye&s<f the date of this Offering Circular, the Rbfc was in
compliance with all of the terms of its Paris Clidans. Further, in recent years, the Republic laasndhed
successful debt exchanges in Germany, Spain alyd 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 infragttire and development projects in Ecuador. Orstime date,
Ecuador entered into a framework agreement fordéutooperation with China Exim Bank. This agreenatiows
the Ministry of Finance to regularly submit prigrltsts 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&28,$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—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 millisiom
a consortium of banks led by Industrial and Commaémank of China Limited, China Exim Bank, and Gi
Minsheng Banking Corp., Ltd. The first tranche o5L$820 million was disbursed in February 2016.e Tdcility
was related to a multiparty contractual structamiving a crude oil delivery contract entered iniith PetroChina.
The credit has a term of five years.
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In February 2016, the Republic entered into a UWSBdmillion loan agreement with China Exim Bank, to
finance the first phase of Yachay as part of tam&work agreement for future cooperation enteredbdatween the
parties on January 7, 2015. The loan agreemerd B&sinterest 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€ina.

On July 15, 2016, Ecuador’s Ministry of Finance dnelInstituto de Crédito Oficia(the Official Credit
Institute of Spain), acting for Spain, entered iatdJ.S.$183.6 million credit agreement for the fficiag of the
supply of rolling stock, auxiliary vehicles, worlaghtools and equipment and parts for Quito’s finstro line.

On July 28, 2016, IESS entered into two loans fd8.865.0 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 itsdiiniof 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 Pr@sagpart of the framework agreement for future coepen
entered into between the parties on January 7,.2015

On November 29, 2016, the Republic entered into.8.$19.7 million loan facility with a final
amortization date of October 15, 2041 with IDB teahce costs related to its emergency response gmobpr
reconstruction efforts in those areas affectechbyRedernales Earthquake.

On December 1, 2016, Petroecuador signed a crudealel and purchase contract with PTT Trading
International Pte Ltd (“PTT International”), pursuido which Petroecuador will receive initial prgpeents of $600
million shortly after signing for crude oil to beeldvered to PTT International during the five-ydarm of the
contract. On December 6, 2016, Petroecuador 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 otbersatisfied through the delivery of crude oilfoel oll,
respectively, or refunded by Petroecuador in a@mued with the contracts.

On December 22, 2016 the Municipality of Ibarraeeed into a U.S.$52.5 million loan with the World
Bank for a transport infrastructure improvementgeb 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
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Kong Branch. The proceeds of the facility weredusefinance 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 keneol of technical and technological educationalgpams 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 2hrial and
technological institutes of higher education in &abor.

On February 2, 2017, the IEES entered into a UStiflion credit agreement with Consorcio NHQ with
50% of the total amount due 30 days from the dbéxecution of the agreement and the remaining 6D#be total
amount due 24 months from the date of executionhefagreement and will be used to partially finatioe
construction and equipment of a hospital in thg @ftQuito.

On February 21, 2017, Ecuador entered into a UBilion loan with the JBIC with a term of 12 year
to finance an energy efficiency project relatedesidential water heating.

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

On April 1, 2017, Ecuador entered into a U.S.$78iani loan with the French Development Agency
(“AFD") with a term of 20 years to finance certaducational projects.

On April 18, 2017, Ecuador entered into a U.S.$6iian loan with the IDB with a term of 25 years to
finance the reconstruction of electrical infrasttme in areas affected by the Pedernales Earthqaakiethe
incorporation of seismic resistant infrastructur¢hie provinces of Esmeraldas, Manabi and Santoifimn

On May 22, 2017, the IESS entered into a 7 year$4Smillion credit agreement with Deutsche Bank,
Sociedad Andénima Espafiola, Banco Santander, SdBanco Popular Espafiol, S.A. guaranteed by Ecuador
partially finance the construction and the purchassguipment for the IESS hospital in the city@fito.

On August 11, 2017, Ecuador entered into a U.Sréilton credit facility agreement with the French
Development Agency (“AFD”) with the principal amdudue in semi-annual installments and with the last
installment due on December 1, 2036. The procedtibewsed to finance the reconstruction of hogdig CFN or
CONAFIPS adding earthquake resistant features arrédctivate the main productive sectors in theaHotian
provinces most affected by the Pedernales Eartlequak

On October 2, 2017, the FLAR approved a loan of$63%7.8 million for Ecuador for a term of threase

with a year of grace for the payment of princifis expected that the proceeds of this loan kéllused to improve
Ecuador’s balance of payments. As of the dateisfQiffering Circular, this loan has not been disledr
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DESCRIPTION OF THE NOTES
Ecuador will issue the Notes under the Indentudee Tollowing description summarizes the material
provisions of the Notes and the Indenture. Thieviahg description summarizes the material provisiof the
Notes and the Indenture. This summary does notiroall of the information that may be importantytou as a
potential investor in the Notes. You should rdedlhdenture and the form of Notes before making ywestment
decision.
General

Authorization

The issue of the Notes was authorized by the RepsidDebt and Finance Committee under Acta
Resolutiva No. 017 dated October 18, 2017.

Basic Terms

The Notes will:

* be general, direct, unsecured, unsubordinated acohditional obligations of Ecuador, will be backegd
the full faith and credit of Ecuador and will raekually in terms of priority with Ecuador's Externa
Indebtedness (other than Excluded Indebtednessjided, that, such ranking is in terms of priowtyly
and does not require that Ecuador make ratable gagon the Notes with payments made on its other
External Indebtedness;

* be initially issued in an aggregate principal amafrl.S.$2,500,000,000 of 8.875% Notes due 2027;

* mature at par on October 23, 2027 (subject to grtio®al Redemption, prepayment or repurchase);

* beissued in denominations of U.S.$200,000 andyiatenultiples of U.S.$1,000 in excess thereof;

* be represented in the form of global Notes, withootpons, registered in the nominee name of the
common depositary for Euroclear and Clearstreanthfiaccounts of its participants; and

* beredeemable at the option of Ecuador (see “Ogtieademption”).
Interest
Interest on the Notes will:
* accrue at the rate of 8.875% per annum;
» accrue from and including the date of issuancé®mnost recent payment date;

* be payable semi-annually in arrears on April 23 @utbber 23 of each year, commencing on April 23,
2018;

* be payable to the holders of record at the enchefBusiness Day immediately preceding the related
interest payment date; and

* be computed on the basis of a 360-day year congpoisevelve 30-day months.
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General Terms of the Notes
Payment

Ecuador will make payments of principal of, inteér@scluding Additional Amounts (as defined belovf),
any) on and premiums, if any, on the Notes by wiaasfer of immediately available funds to the LondPaying
Agent on the Business Day prior to each schedudadnpnt date. The London Paying Agent, will apig t
amounts it receives from Ecuador towards the paymieprincipal, interest (including Additional Amots, if any)
and premiums, if any, then due. While the Notesheld in global form, the London Paying Agentlwibke such
payments applicable to the Notes to Euroclear eaStream or its nominee, as the registered owntied\otes,
by check or wire transfer in immediately availafleds. Euroclear or Clearstream will distribute fhuinds it
receives from the London Paying Agent to benefitialders of the Notes having accounts at Euroctear
Clearstream, in accordance with Euroclear's orr€iesam’s records and operating procedures. Teabeneficial
interest in the Notes you must hold an accountusbélear or Clearstream directly or through a fiiahor other
institution that has a direct or indirect accouithvieuroclear or Clearstream.

None of Clearstream or Euroclear is an agent obftau The Trustee is a fiduciary of the holdershef

Notes and any monies it receives from Ecuador p@hding payment, be held by it in trust for thelesive benefit
of the holders of the Notes. Euroclear and Cleaastrare clearing agencies. The manner in which ea€hroclear
and Clearstream maintains records of beneficiarast in the Notes and how it distributes paymendsie by
Ecuador on account of such interest are withisote discretion. None of Ecuador, the Trustee|-trelon Paying
Agent or the initial purchaser shall have any resgality or liability for any aspect of the recar@f, or payments
made by, Euroclear or Clearstream or their nomioeetirect participants, or for any failure on {heet of Euroclear
or Clearstream or their direct participants in makpayments to holders of the Notes from the fuhdy receive.
Ecuador's obligations to make payments of princgfadnd interest on the Notes shall be satisfie@nvhuch
payments are received by the Trustee.

If Ecuador issues definitive Notes, the London Rgyhgent will make payments by check mailed to the
holder's registered address or, upon applicatiorthbyholder of at least U.S.$1,000,000 in princigalount of
definitive Notes delivered to the Trustee not latexn the relevant record date, by wire transfearioaccount
designated by such holder.

If any date for an interest or principal paymenttloa Notes is not a Business Day, Ecuador will nthke
payment on the next Business Day. No interesheriNbtes will accrue as a result of this delayagnpent.

If any money that Ecuador pays to the London Payiggnt for the purpose of making payments on any
Notes is not claimed at the end of two years dfterapplicable payment was due and payable, tteemtmey will
be repaid to Ecuador. Ecuador will hold the moimetyust for the relevant holders until six yeamsnfi the date on
which the payment first became due or a shortdogef time provided by law. Before any such repawt, the
Trustee may mail or publish in an authorized newspaotice that such money remains unclaimed. r A&itg such
repayment, holders entitled to receive payment fsach monies may look only to Ecuador for such paymand
neither the Trustee nor any paying agent will Bblé for such payment.

Additional Amounts

Unless otherwise required by law, Ecuador will maleprincipal and interest payments on the Notes
without withholding or deducting any present owufet taxes imposed by Ecuador or any of its poliscddivisions
or taxing authorities. If Ecuador is required hwlto deduct or withhold taxes, Ecuador will pag Holders of the
Notes such additional amounts as may be necessanstre that they receive the same amount asvingg have
received without any withholding or deduction. Astych amounts to be paid by Ecuador in accordanitethis
paragraph shall be “Additional Amounts”.
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Ecuador will not, however, pay any Additional Amesirin respect of any tax, assessment or other
Governmental charge that is imposed due to anlyeofdllowing:

. the holder or beneficial owner has or had some ection with Ecuador other than merely
holding the Note or the receipt of any paymentrai@pal of or interest on that Note;

. the holder has failed to present, where presentasioequired, its Note for payment within 30
days after the payment first became due or, ifitieamount of such payment is not received by
the London Paying Agent on or prior to such duiedéne date on which notice is given to the
holder that such payment has been received andiable to the holder except to the extent that
holder thereof would have been entitled to Add@iloMmounts on presenting the same for
payment as on the last day of such period of 38;day

. the holder or beneficial owner has failed to complyh any certification or other reporting
requirement concerning its nationality, residemndentity or connection with Ecuador or any of its
political subdivisions or taxing authorities, andugdor or any of its political subdivisions or
taxing authorities requires compliance with thesporting requirements as a precondition to
exemption from all or any portion of any tax wittding or deduction and has notified the holder
or beneficial owner, as applicable, in writing @s$t 60 days prior to the first scheduled payment
date for which compliance will be required;

. where the withholding or deduction is imposed gragment to an individual and is required to be
made pursuant to European Council Directive 200888as amended from time to time) or any
other directive implementing the conclusions of BOFIN Council meeting of November 26-27,
2002 on the taxation of savings income or any laplémenting or complying with, or introduced
in order to conform to, such Directive; or

. a Note has been presented for payment by or onflete holder who would have been able to
avoid the withholding or deduction by presenting tklevant Note to another paying agent in a
member state of the European Union.

Ecuador will pay any present or future stamp, courlocumentary taxes or any other excise or ptgpper
taxes, charges or similar levies that arise in Houar any of its political subdivisions or taximgthorities in
respect of the creation, issue, execution, deliveryegistration of the Notes. Ecuador will alsaémnify the
holder and the Trustee from and against any staoyst or documentary taxes or any other excise@ugsty taxes,
charges or similar levies in connection with théosrement of Ecuador's obligations under the Natk#swing an
event of default.

Repurchase

Ecuador may at any time, in accordance with aplplecéaws, tender for or repurchase the Notes at any
price in the open market or otherwise. Any Notegpuamhased (including upon any redemption) shallb&ore-
issued or resold except in compliance with the Biéesl Act and other applicable law. Ecuador maidhvotes it
purchases or may surrender them to the Trustesafaellation.

Optional Redemption

Ecuador will have the right at its option, uponigg/not less than 30 days nor more than 60 dayeato
the holders of the Notes, to redeem the Notes,haolevor in part, at any time or from time to timeop to their
maturity, at a redemption price equal to the greatdi) 100% of the principal amount of such Notsd (ii) the
sum of the present value of each remaining schddpégment of principal and interest thereon (exctu®f
interest accrued to the date of redemption) disimlito the redemption date on a semi-annual bassuning a
360-day year consisting of twelve 30-day monthghatTreasury Rate (as defined below) plus 50 hasigs (the
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“Make-Whole Amount”), plus in each case accrued anpaid interest to the redemption date on the Ntebe
redeemed on such date (an “Optional Redemption”).

On and after the redemption date, unless theredsfault in the payment of amounts due, interedt wi
cease to accrue on the Notes or any portion oRtites called for redemption. If less than all af thotes are to be
redeemed, the Notes to be redeemed shall be sklattapro rata basis, selected by lot or by such method as the
Trustee shall deem fair and appropriate (subjettiegrocedures of Euroclear and Clearstream).

“Comparable Treasury Issue” means the United Staftégnerica Treasury security or securities seldcte
by an Independent Investment Banker (as definem\)eds having an actual or interpolated maturityparable to
the period from the redemption date to the matutéie of the Notes to be redeemed that would lieed| at the
time of selection and in accordance with custonfergncial practice, in pricing new issues of congide debt
securities of a comparable maturity to the perrothfthe redemption date to the maturity date ohsuaotes.

“Comparable Treasury Price” means, with respeetnty redemption date, (i) the average of the Reéeren
Treasury Dealer Quotations (as defined below) iehsedemption date, after excluding the highedtlewest such
Reference Treasury Dealer Quotations or (ii) if &or obtains fewer than four such Reference Trga3ealer
Quotations, the average of all such quotations. Wii#aining a Comparable Treasury Price, Ecuadat mansult
at least three Reference Treasury Dealers.

“Independent Investment Banker” means one of th&rBece Treasury Dealers (as defined below)
appointed by Ecuador.

“Reference Treasury Dealer” means a dealer selebjedEcuador that is a primary United States
government securities dealer.

“Reference Treasury Dealer Quotation” means, witpect to each Reference Treasury Dealer and any
redemption date, the average, as determined bynttependent Investment Banker (after consultatiath ¢he
Republic), of the bid and asked prices for the Caraple Treasury Issue (expressed in each caspaisentage of
its principal amount) quoted in writing to Ecuadhyrsuch Reference Treasury Dealer at 3:30 p.m., Xank time
on the third Business Day preceding such redemplébe.

“Treasury Rate” means, with respect to any redemptiate, the rate per annum equal to the semi-annua
equivalent yield to maturity or interpolated matyiof the Comparable Treasury Issue (as definesMpelassuming
a price for the Comparable Treasury Issue (exptlessea percentage of its principal amount) equath®
Comparable Treasury Price for such redemption date.

Certain Covenants

Ecuador has agreed that as long as any of the Katesin outstanding or any amount payable by Eauado
under the Indenture remains unpaid, Ecuador will:

1. obtain and maintain in full force and effect Biuadorian Authorizations, necessary under the lafw
Ecuador for the execution and delivery of, and qrenbince by Ecuador under, the Notes and the
Indentureor for their validity or enforceability, and tak# aecessary and appropriate Governmental
and administrative action in Ecuador in order tcabke to make all payments to be made by it under
the Notes and the Indenture;

2. ensure that at all times its obligations untier Notes are general, direct, unsecured, unsulzdedin
and unconditional obligations of Ecuador and shallbacked by the full faith and credit of Ecuador
and ensure that the Notes shall rank equally imgesf priority with Ecuador's External Indebtedness
(other than Excluded Indebtedness), provided, gwdh ranking is in terms of priority only and does
not require that Ecuador make ratable paymenth@ibtes with payments made on its other External
Indebtedness;
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3. use its reasonable best efforts to list andetiftar to maintain the listing of the Notes on the
Luxembourg Stock Exchange; and

4. not create or suffer to exist, or permit the t@drBank to create or suffer to exist, any Lierom@ny
of its present or future assets or revenues torseou otherwise provide for the payment of any
External Indebtedness of Ecuador or the CentrakBarless, on or prior to the date such Lien is
created or comes into existence, the obligatiorth@Republic under the Notes and the Indenture are
secured equally and ratably with such External itetiness.

Ecuador may, however, create or permit to sulisgsfdllowing Liens (“Permitted Liens”):

. any Lien on property to secure External Indebtesli@eising in the ordinary course of business to
finance export, import or other trade transactiansich matures (after giving effect to renewals
and refinancings) no more than one year after & evainally incurred;

. any Lien upon property to secure the purchase mficich property or to secure any External
Indebtedness incurred solely for the purpose @frfaging the acquisition of such property;

. any Lien on property arising by operation of law fgarsuant to any agreement establishing a Lien
equivalent to one which would otherwise exist undgevant local law), including without
limitation any right of set-off with respect to dend or time deposits with financial institutions
and bankers' liens with respect to property heldimgncial institutions (in each case deposited
with or delivered to such financial institutionstire ordinary course of the depositor's activities)

. any Lien existing on such property at the timet®ficquisition;
. any Lien in existence as of the date of issuantkeoNotes;
. any Lien securing External Indebtedness issued wsporender or cancellation of the principal

amount of any of the Excluded Indebtedness, asekkfunder “—Certain Defined Terms” below,
to the extent the Lien is created to secure ther&at Indebtedness;

. any Lien created in connection with any Projectahiting, as defined under “—Certain Defined
Terms” below, provided that the properties to whaety such Lien applies are solely with respect
to (A) properties which are the subject of suchj@toFinancing or (B) revenues or claims which
arise from the operation, failure to meet spediitces, failure to complete, exploitation, sale or
loss of, or damage to, such properties;

. additional Liens created in any calendar year uasgets, revenues or receivables of Ecuador
having, when encumbered, a fair market value naeeding an aggregate amount equal to
U.S.$50,000,000 (or the equivalent in other cures)co collateralize, or to purchase collateral,
guarantees or other credit support in respectenf; Iborrowings by Ecuador, provided that, to the
extent that in any calendar year U.S.$50,000,00@h@ equivalent in other currencies) exceeds
such aggregate fair market value of the assetentms or receivables so encumbered during that
year, the aggregate fair market value of assetgenues and receivables which may be
encumbered in subsequent calendar years shall dobeaged by the amount of such excess;
provided, however, that the fair market value @f #ssets, revenues or receivables so encumbered
in any calendar year shall in no event exceed WH$H00,000 (or the equivalent in other
currencies); and

. any renewal or extension of any of the Liens dbsdiabove; provided, that no renewal or
extension of any permitted Lien shall (A) extendtacover any property other than the property
then subject to the Lien being extended or reneware@B) increase the amount of financing
secured by that Lien.
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Events of Default

Each of the following is an event of default unttex Notes:

1.

Non-PaymentEcuador fails, after the applicable payment dat€l) make any payment of principal or
Make-Whole Amount on the Notes (unless such nomAgay is due to an administrative or technical
error and is remedied within five Business Daysh&f date when such payment is due) or (ii) make
any payment of an interest amount or Additional Amtoon the Notes within 30 days of the date when
such payment is due;

Breach of Other Obligation€Ecuador fails to perform or comply with any otlulligation under the
Notes or under the Indenture and Ecuador does madrmot cure that failure within 30 days after it
receives written notice from the Trustee or holddrat least 25% of the aggregate principal amofint
the Notes then outstanding regarding that default;

Cross Default

. Ecuador fails to make any payment in respect of Extgrnal Indebtedness (other than
Excluded Indebtedness) in an aggregate principaliaimn excess of U.S.$50,000,000 (or its
equivalent in any other currency) when due (as slath may be extended by virtue of any
applicable grace period or waiver);

. The holders of at least 25% of the aggregate audstg principal amount of any External
Indebtedness (other than Excluded Indebtednesshdian aggregate principal amount in
excess of U.S.$50,000,000 (or its equivalent in@thgr currency), accelerate or declare such
External Indebtedness to be due and payable, ariregljto be prepaid (other than by a
regularly scheduled prepayment), prior to its stabaturity, as a result of Ecuador’s failure to
pay the principal or interest on such External btddness, and such acceleration, declaration
or prepayment is not annulled or rescinded witltird8ys;

Moratorium: Ecuador, or a court of proper jurisdiction, deetaa moratorium with respect to the
payment of principal of, or interest on, EcuaddEsternal Indebtedness (other than Excluded
Indebtedness);

Validity: Ecuador denies, repudiates or contests any @fayment obligations under the Notes or the
Indenture in a formal administrative, legislatiyeglicial or arbitral proceeding; or any constituiéb
provision, treaty, law, regulation, decree, or otb#icial pronouncement of Ecuador, or any final
decision by any court in Ecuador having jurisdictioenders it unlawful for Ecuador to pay any
amount due on the Notes or to perform any of itggabons under the Notes or the Indenture;

IMF Membership Ecuador fails to maintain its membership in thH-lor ceases to be eligible to use
resources of IMF;

CAF, FLAR, and IDB Membershifhe Republic fails to maintain its membershipanjts eligibility
to use the general resources or equivalent ofpa@AF, FLAR and IDB;

Judgment There shall have been entered against Ecuaditbreo€entral Bank in a matter related to
External Indebtedness (other than Excluded Indeletes) a final judgment, decree or order by a court
of competent jurisdiction from which no appeal ni®ymade, or is made within the time limit for
doing so, for the payment of money in excess of.$56&000,000 (or its equivalent in another
currency) and 120 days shall have passed sincerting of any such order without Ecuador having
satisfied such judgment; or
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9. Arbitral award There shall be made against the Republic or thetr@l Bank in a matter related to
External Indebtedness (other than Excluded Indeletes) an arbitral award by a tribunal of competent
jurisdiction from which no appeal or applicationadribunal or court of competent jurisdiction & s
aside may be made, or is made within the time fforidoing so, for the payment of money in excess
of U.S.$50,000,000 (or its equivalent in anotherency) and 120 days shall have passed since the
making of any such award without the Republic hgatisfied the award.

If any of the above events of default occurs antbrgtinuing, the Trustee may, and at the writteeation
of holders of at least 25% of the aggregate prad@mount of the then-outstanding Notes, will decthe principal
amount of all the Notes to be immediately due asghple by notifying Ecuador in writing. The Notesl Wwecome
due and payable on the date such written noticecsived by or on behalf of Ecuador, unless poasuch date all
events of default in respect of the Notes have loeead or waived by the holders of not less thamagority of the
principal amount of the outstanding Notes as pretith the Notes or in the Indenture.

The Trustee will, on behalf of the holders of diltloe Notes, by written notice to Ecuador, rescamdl
annul such declaration of acceleration and its @gnences, if:

. all events of default (other than the non-paymémirmcipal that became due solely as a result of
such acceleration) have been cured, waived by théefs of not less than a majority of the
principal amount of the outstanding Notes or reraédand

. the Trustee will have been reimbursed or otherwm@apensated by Ecuador for all documented
costs, expenses and liabilities reasonably incuosethe Trustee as a result of any such event of
default.

Limitation on Time for Claims

Claims against Ecuador for the payment of princigfabr interest on the Notes (including Additional
Amounts and Make-Whole Amounts, if any) must be enaithin six years after the date on which suchnpeyt
first became due, or such shorter period provideddplicable law.

Modifications — Collective Action

Any Modification of the Indenturer the terms and conditions of the Notes may beenmadjiven pursuant
to a written or other action of the holders of M&es in accordance with the applicable provisiohthe Indenture
or the Notes.

The Notes contain collective action clauses regagrduture Modifications, as defined under “—Certain
Defined Terms” below, of the terms and conditiohthe Notes or the Indenture as described below:

In the case of any Modification of the terms ancdhdittons of the Notes or of the Indentusmhich
constitutes a Non-Reserved Matter, as defined uhkd€ertain Defined Terms” below, such Modificatiomay be
made with the consent of Ecuador and of holdees tdast 66 2/3% in aggregate principal amounhefNotes then
outstanding.

In the case of any Modification of the terms anchdittons of the Notes or of the Indentusmhich
constitutes a Reserved Matter, as defined underéraid Defined Terms” below, such Modification masy made
with the consent of Ecuador and of holders of asie’5% in aggregate principal amount of the Ndtbes
outstanding.

Additionally, the Notes allow Ecuador to make ResdrMatter Modifications affecting two or more =i
of debt securities.
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If the Republic proposes any Reserved Matter Maodifon (i) to the terms and conditions of the Nated
the terms and conditions of at least one otheeserf debt securities issued by the Republic (thiolythe Notes),
and/or (ii) to the Indenture insofar as it affeitts Notes and to any other indenture(s), fiscahegagreement(s) or
similar issuance documentation relating to at least other series of debt securities insofar affects such debt
securities, (in each case, containing multipleesemodification provisions in substantially the saform as in the
Indenture), any modification to the terms and ctons of two or more series may be made, and, ah ease,
further compliance therewith may be waived, with tonsent of the Republic, and (x) the holders téast 66:%
of the aggregate principal amount of the outstagdiebt securities of all series that would be af@doy that
reserved matter modification (taken in aggregatedt (y) the holders of more than 50% of the agdeegeancipal
amount of the outstanding debt securities of edffelctad 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 sarenf as in the Indenture, simultaneously.

If the Republic proposes any Reserved Matter Maodifon (i) to the terms and conditions of the Nated
the terms and conditions of at least one otheesesf debt securities issued by the Republic, an@joto the
Indenture insofar as it affects the Notes and joather indenture(s), fiscal agency agreement(sjroilar issuance
documentation relating to at least one other sefiekebt securities insofar as it affects such deburities, (in each
case, containing multiple series modification psas in substantially the same form as in the nhgde), any
modification to the terms and conditions of twoneore series may be made, and, in each case, fuxdhgsliance
therewith may be waived, with the consent of th@uRdic, and the holders of at least 75% of the egate
principal amount of the outstanding debt securitésll series that would be affected by that ResgrMatter
Modification (taken in aggregate), provided that tiniformly Applicable condition is satisfied.

Any such proposed Reserved Matter Modification p@ynade in respect of some series of debt seauritie
only and may be used for different groups of twonmore series of debt securities, containing mutipéries
maodification provisions substantially in the sarenf as in the Indenture, simultaneously.

The “Uniformly Applicable” condition will be satisfd if:

(a) the holders of all the affected series of debt iSBes are invited to exchange, convert, or sulnsit
their debt securities, on the same terms, foh@)dame new instrument or other considerationi)oa (i
new instrument, new instruments or other consiaerdtom an identical menu of instruments or other
consideration; or

(b) amendments proposed to the terms and conditioreadi affected series of debt securities would,
following implementation of such amendments, regulthe amended instruments having identical
provisions (other than provisions which are neadgsdifferent, having regard to different currenay
issuance),

and, for the purposes of establishing whether thigotimly Applicable condition has been satisfied:

(c) the “same terms” is to be construed as meaningsdee offer on principal, the same offer on all
interest accrued but unpaid prior to an exchangevent of default and the same offer on past due
interest (or other relevant financial featureshe aipplicable debt securities), but any such offay
contain differences as between different seriesffeicted debt securities which are necessary having
regard to the currency of denomination; and

(d) the Republic shall promptly furnish one or morea@f's certificate(s) to the Trustee, certifyingtth

the Uniformly Applicable condition has been saéidfiand the Trustee shall be entitled to accet suc
officer's certificate(s) as conclusive evidencehef facts therein set forth.
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Any debt securities owned or controlled, directlyindirectly, by the Republic or any Public Sector
Instrumentality, which would be disregarded for pugposes of a vote (or written action) under thrges of debt
securities of which they form part, shall also Erefarded for the purposes of this calculation.

For the purpose of calculating the par value dfeaNotes and any affected series of debt secuvitigsh
are to be aggregated with the Notes, the Repuldig appoint a calculation agent (the “CalculatioreAtj). The
Republic shall, with the approval of the Calculatidgent, promulgate the methodology in accordanitie which
the par value of the Notes and such affected sefieebt securities will be calculated. In any swelse where a
Calculation Agent is appointed, the same persohbsilappointed as the Calculation Agent for theeN@nd each
other affected series of debt securities for thmsposes, and the same methodology will be prontedigior each
affected series of debt securities. If any serfeafiected debt securities are denominated in eeogy other than
U.S. dollars, the Republic shall appoint a singédcGlation Agent who shall specify a commerciakasonable
method for determining the U.S. dollar equivaldguech debt securities for purposes of voting.

The Republic shall appoint an Aggregation Agentqwiay also be the Calculation Agent), which shall b
independent of the Issuer, to calculate whetheeseRed Matter Modification has been approved keyrdguired
principal amount of the outstanding debt securibfethe affected series of debt securities.

If any Reserved Matter Modification is sought ire ttontext of a simultaneous offer to exchange #t# d
securities of one or more series for new debt umsémts of Ecuador or any other person, Ecuadol shalire that
the relevant provisions of the Notes, as amendeslbly Modification, are no less favorable to theeddhan the
provisions of the new instrument being offeredha exchange, or if more than one debt instrumeotfésed, no
less favorable than the new debt instrument ishagthg the largest aggregate principal amount.

Ecuador agrees that it will not issue new Noted wiite intention of placing such Notes with holders
expected to support any Modification proposed bydtlor (or that Ecuador plans to propose) for aggrpursuant
to the Modification provisions of the Indentuneof the terms and conditions of the Notes.

Any Modification consented to or approved by thddkos of the Notes pursuant to the Modification
provisions of the Indenture or of the terms andd@ions of the Notes will be conclusive and bindmrgall holders
of the Notes, whether or not they have given sumsent or were present at a meeting of holdershathmsuch
action was taken, and on all future holders ofNloges (whether or not notation of such Modificatisnrmade upon
the Notes). Any instrument given by or on behdlfioy holder of a Note in connection with any caris® or
approval of any such Modification will be conclusignd binding on all subsequent holders of sucle.Not

Before seeking the consent of any holder of a Nota Reserved Matter Modification, Ecuador will
provide the Trustee (for onward distribution to tredders of the Notes) the following information:

. a description of the economic or financial circuanses that, in Ecuador's view, explain the
request for the proposed Reserved Matter Modificati

. if Ecuador has entered into a standby, extendedsfuor similar program with the IMF, CAF,
FLAR, or IDB, a copy of that program (including argfated technical memorandum);

. a description of Ecuador's proposed treatmentsobtiher major creditor groups (including, where
appropriate, Paris Club creditors, other bilateraditors and internal debt holders) in connection
with Ecuador's efforts to address the situationingivrise to the requested Reserved Matter
Modification; and

. if any proposed Reserved Matter Modification corplates debt securities being aggregated in
more than one group of debt securities, a desonf the proposed treatment of each such group.

For purposes of determining whether the requiredgoeage of holders has consented to or votedvior fa
of any Modification, any Notes owned or controlledirectly or indirectly, by Ecuador or any Publiecsor
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Instrumentality, as defined under “—Certain DefinBerms” below, shall be disregarded and deemedmbe

outstanding. In determining whether the Trustesl dfe protected in relying upon any Modificatiamnly 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 byugdor, Ecuador shall deliver to the Trustee afasate signed by
an authorized representative of Ecuador listindNates, if any, known by Ecuador to be owned od gl or for the
account of Ecuador or any Public Sector Instrunigyta

Ecuador and the Trustee may, without the vote oseot of any holder of the Notes, amend the Nates o
the Indenture for the purpose of:

. adding to Ecuador's covenants for the benefit@htblders of the Notes;

. surrendering any of Ecuador's rights or powers;

. securing the Notes pursuant to the requiremerttseoNotes or otherwise;

. curing any ambiguity, or curing, correcting or sigopenting 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 Noteb@irtdenturén any manner which Ecuador and
the Trustee may determine shall not adversely @fifecinterests of any holder of the Notes.

The Notes will clear and settle through Euroclesdt €learstream and will be issued in global bookyen
form and registered in the nominee name of a comaepositary for Euroclear and Clearstream. Beiadfic
interests in the Notes may be held through Euroeed Clearstream and their direct and indirecigppants. See
“Settlement and Clearance” for a description ofghecedures applicable to book-entry securities.

The Trustee shall not be required to sign any amemnd that adversely affects its rights, dutiediliges
or immunities.

Definitive Notes
Ecuador will issue the Notes in definitive forme(inot in book-entry but physical form) only if:
. the depositary for the Notes notifies Ecuador ithiatunwilling or unable to continue as depositary
is ineligible to act as depositary or, ceases toabelearing agency registered under the US

Securities Exchange Act of 1934, as amended anddéculoes not appoint a successor depositary
or clearing agency within 90 days;

. Ecuador decides that it no longer wishes to haverapart of the Notes represented by global
Notes;
. the Trustee has instituted or been directed inngriby the requisite holders to institute any jualic

proceeding to enforce the rights of the holderseuride 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 under the Notdgsaoontinuing and (A) any holder requests the
Trustee to exchange its interest the Note in the fof a Global Note for a Definitive Note, or (B)
25% of all outstanding holders of the Notes ditbet Trustee to exchange all Notes represented by
global notes for Notes in definitive form; or

. certain other events provided in the Indentaeur.
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In the event Ecuador issues Notes in definitivenfothe beneficial owners receiving those Notes khou
review their terms and conditions, and in particdifee restrictions on transfers of the Notes, sahfin the Note
certificates.

Trustee, London Paying Agent, Luxembourg Listing Agnt, Transfer Agents; Registrar

The Bank of New York Mellon, London Branch will seras the London paying agent and the Trustee will
serve as the transfer agent and registrar for #refti of the holders of Notes. The Republic, ragtfor the
exclusive benefit of the holders of the Notes, by appoint, one or more paying agents in Lon&orgland for
the purpose of facilitating Ecuador’'s payment obants due on the Notes. Ecuador may at any tirsteuict the
Trustee to terminate the appointment of any pagigent and instruct the Trustee to appoint othemgaggents.
With respect to the Notes, so long as any of theeNeemain outstanding, there shall be maintaiae&cuador's
expense, (1) in London, England in an office omagenhere the Notes may be presented for paym2nin (New
York, New York in an office or agency where the &®omay be presented for exchange, transfer anstnagn of
transfer as provided in the Indentared, (3) in New York, New York in an office or aggnwhere notices and
demands in respect of the Notes or the Indemhay be served. A paying agent will also be maidiin a
Member State of the European Union that is notgedlito deduct or withhold tax pursuant to Europ€anncil
Directive 2003/48/EC (as amended from time to timegny other European Council Directive implemegtihe
conclusions of the ECOFIN Council meeting of NovemB6-27, 2000 on the taxation of savings incomeargr
law implementing or complying with, or introduced arder to, conform to such Directive. In additigo long as
the Notes are listed on the Luxembourg Stock Exghand trade on the Euro MTF Market, and the rolesich
exchange so require, a paying agent and a traagésrt will be maintained in Luxembourg. Ecuaddt priovide
prompt notice of the termination, appointment caralje in the office of any paying agent, transfana@r registrar
acting in connection with the Notes.

Notices

All notices to the holders of Notes will be publksh at the expense of Ecuador, in the Wall Streatnal
of New York, New York, the Financial Times of Londdengland, and, if and so long as the Notes atedion the
Luxembourg Stock Exchange (and, if applicable, édadn the Euro MTF Market of the Luxembourg Stock
Exchange), the Luxemburger Wort of Luxembourg.anf of such newspapers shall cease to be published,
Trustee upon consultation with Ecuador, will substi for it another newspaper customarily publisimedew York,
London or Luxembourg, as the case may be. If, umraf temporary suspension of publication or gdner
circulation of any newspaper or for any other rea#ois impossible to make any publication of arotice in the
manner provided above, any other publication oemtiotice which is acceptable to the Trustee stwiktitute a
sufficient publication of such notice. Notices walso be published on the website of the Luxemdpobiock
Exchange. Notices shall be deemed to have beem giv the date of publication or, if published dfedent dates,
on the date of the first such publication. Notio@éalso be delivered to holders at their registeaddresses or sent
in accordance with the clearing system’s then apple procedures. Notices to holders of GlobakeBlathall be
given in accordance with the Depositary procedures.

So long as a clearing system, or its nominee,@selistered holder of a global note, each persgring a
beneficial interest in that global note must rety the procedures of that clearing system to recemt&ces in
connection with the Notes. Each person owningreefigal interest in a global note who is not aedirparticipant
in a clearing system must rely on the procedurel@participant through which the person ownsitsrest in the
global note to receive notices provided to therabgasystem. Ecuador will consider mailed noticenave been
given three Business Days after it has been sent.

Further Issues of Securities

Ecuador may, from time to time, without the consafrithe holders of the Notes, create and issudiadél
Notes with the same terms and conditions as thesNotall respects (or in all respects exceptiferamount of the
first interest payment and the issue price) so lamguch additional Notes are consolidated and #osingle series
with the outstanding Notes, provided that such taafdhl Notes do not have, for purposes of US fddier@me
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taxation, a greater amount of original issue diatdhan the outstanding Notes have as of the dateedssue of
such additional Notes (regardless of whether amgen®e of such Notes are subject to US federal irctaration).

Submission to Arbitration

(@)

(b)

(©)
(d)

(€)

Any dispute, controversy or claim of any naturesiag out of, relating to or having any
connection with the Indenture the Notes, including any dispute as to the existenadidity,
interpretation, performance, breach, terminatiocamsequences of the nullity of the Indenture or
the Notes (a “Dispute”) where the Republic is eithgraaty, claimant, respondent or otherwise is
necessary thereto, will not be referred to a coieiny jurisdiction and will instead be referred to
and finally resolved by arbitration under the Rubéghe LCIA (“LCIA Rules”) as at present in
force as modified by the Indenture, which LCIA Rulare deemed to be incorporated by
reference. The provisions in the LCIA Rules regagcan Emergency Arbitrator shall not apply.
In particular:

0] There will be three arbitrators.

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

(iii) If there are two parties to the Dispute, each pavity be entitled to nominate one
arbitrator. If there are multiple claimants andmultiple respondents, all claimants
and/or all respondents 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 tivermside 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 arbitrddunal will be appointed by the LCIA Court in
accordance with the LCIA Rules and applying theega at clause (ii) above.

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

The language to be used in the arbitration willBbeglish. The arbitration provisions of the
Indenture will be governed by English law.

Without prejudice to any other mode of servicewadld by law, the Republic thereby appoints
Law Debenture Corporate Services Limited as itmageder the Indenture and the Notes for
service of process in relation to any proceedingf®re 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.

If the Process Agent is unable to act as the Regpsibigent under the Indenture or the Notes foisdreice
of process, the Republic must immediately (andniy @vent within ten days of the event taking plaaepoint a
Replacement Agent on terms acceptable to the Euste

The Republic agrees that failure by the ProcessAge as applicable, a Replacement Agent, to ytié
Republic of the process will not invalidate theqeedings concerned.
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Any Dispute where the Republic is not a party,okt, respondent or otherwise is necessary thesgto,
be subject to the non-exclusive jurisdiction of agw York state or United States federal couringttin the
Borough of Manhattan, the City of New York, and appellate court from any thereof, in any actiompaceeding
arising out of or relating to the Indenture (excaptions or proceedings arising under or in conaeatith U.S.
federal and state securities laws), and the Trumtelethe holders of the Notes hereby irrevocabbnsuto such
jurisdiction and agree that all claims in respdcsuch Dispute may be heard and determined in 8leshi York
state or United States federal court.

Sovereign Immunity

The execution and delivery of the Indenture byRlepublic constitutes, and the Republic's perforraafc
and compliance with its obligations will constitiate act of commercial public credit as providedarrttie laws of
the Republic. To the extent permitted by law, tlep@blic irrevocably and unconditionally agrees:that

(@)

(b)

(©)

(d)

the Republic submits to the jurisdiction of any &tarian court and to any legal process in the
Republic's courts (other than attachment procesdpigpr to recognition or enforcement of an

arbitral award), in connection with the enforcemehtin arbitral award obtained in accordance
with the Indenture, except with respect to the ImeuProperty, which shall be entitled to

immunity from enforcement in accordance with mandaprovisions of the laws of Ecuador;

the Republic submits to the jurisdiction of any tautside the Republic and to any legal process,
orders or other measures in courts outside the Wkepuwhether through service or notice,
attachment in aid of execution, execution againgpgrty of any sort, actions in rem or the grant
of injunctions or specific performance, in connectwith the enforcement of an arbitral award
obtained in accordance with the Indenture, excath vespect to the Immune Property, which
shall be immune to the fullest extent;

the Republic undertakes not to invoke any defemsthe basis of any kind of immunity, for itself
and/or its assets which do not constitute Immuropétty in respect of any of the foregoing legal
actions or proceedings; and

the Republic submits to the jurisdiction of the Estgcourts in connection with any proceeding
invoking the supervisory jurisdiction of those dsuin relation to an arbitration conducted
pursuant to the Indenture.

The levy of execution on assets of the Republibiwithe territory of the Republic shall be carrid in
accordance with and under the laws of the Republic.

The Republic irrevocably waives, to the fullestemttpermitted by law, any requirement or provisibn
law that requires the posting of a bond or otheus as a condition to the institution, proseouator completion
of any action or proceeding.

An arbitral award obtained in accordance with tidehture or the Notes will be conclusive and may be
enforced in any jurisdiction in accordance with Mew York Convention or in any other manner prodide by

law.

“Immune Property,” in accordance with the provisaf the law of Ecuador, means:

(@)

(b)

any property which is used or designated for us¢hén performance of the functions of the
diplomatic mission of Ecuador or its consular posts

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

168



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

(d) unexploited natural non-renewable resources in damya

(e) funds managed in the national Treasury Account;

® assets and resources comprising available monretseyves of Ecuador;

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

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

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

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

Indemnity

The Republic will indemnify the holders of the Mstand pay the Trustee on demand for the benéefiteof
holders of the Notes any attached amounts plusartyued amounts to the date of payment at theesiteate set
forth in the Notes in the event the Trustee or iRgyhgent fails (without negligence or willful miseduct) to pay
some or all of those amounts to the depositargifedit to the holders of the Notes because thasesfare attached
by one or more holders of Excluded Indebtedness twithe receipt of such funds by the depositaryezause any
Trustee or Paying Agent is otherwise restrainepgrevented from transferring the funds to the deéppsias a result
of legal action taken by one or more holders oflécked Indebtedness.

Transfer Restrictions

The Notes have not been and will not be registeneder the Securities Act, and will be subject to
restrictions on transferability and resale. SeafiBfer Restrictions”.

Governing Law

The Notes and the Indenture will be governed byldias of the State of New York, except for thosepa
concerning submissions to arbitration, which shalgoverned by English law.

Judgment Currency

U.S. dollars is the sole currency of account aayhpent for all sums due and payable by Ecuadorruhde
Indenture and the Notes. If, for the purpose ¢hioling judgment in any court, it is necessarydowert a sum due
hereunder in U.S. dollars into another currencyédsor will agree, to the fullest extent that thegynegally and
effectively do so, that the rate of exchange udeall e that at which in accordance with normal Kizg
procedures a person could purchase U.S. dollahssuith other currency in New York, New York, on Biesiness
Day immediately preceding the day on which finalgment is given.

The obligation of Ecuador in respect of any sura ttuany noteholder or the Trustee in U.S. doktual,
to the extent permitted by applicable law, notwiingling any judgment in a currency other than ddars be
discharged only to the extent that on the Busii¥sg following receipt of any sum adjudged to bedse in the
judgment currency such noteholder or Trustee magctordance with normal banking procedures purchaSe
dollars in the amount originally due to such peraain the judgment currency. If the amount of UdBllars so
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purchased is less than the sum originally due th qoerson, Ecuador agrees, as a separate obligatidn
notwithstanding any such judgment, to indemnifytsperson against the resulting loss; and if theusrnof U.S.
dollars so purchased is greater than the sum atlgidue to such person, such person will, by ategm Note, be
deemed to have agreed to repay such excess.

Certain Defined Terms
The following are certain definitions used in thetés:

. “Business Day” means any day except a Saturdayld&uor other day on which commercial banks
in London, the City of New York or Quito, Ecuadeeaequired or authorized by law to be closed.

. “Ecuadorian Authorization” means any approval, atttation, permit, consent, exemption or
license or other action of or by, and any noticeotdiling with, any Governmental authority,
agency, regulatory or administrative body of Ecuamaf any Ecuadorian political subdivision.

. “Excluded Indebtedness” means the following sesfesecurities issued by the Republic:
0] the 12% U.S. dollar Denominated Global Bonds @012; and
(i) the U.S. dollar Denominated Step-up Global Bsmue 2030.

. “External Indebtedness” means all Indebtednesse(othan the Notes) that is not (i) issued
pursuant to agreements or evidenced by instruméatsexpressly submit the resolution of all
disputes to the exclusive jurisdiction of the cewt Ecuador or (ii) governed by Ecuadorian law.

. “Indebtedness” means for any person (a) all inalt#ss of or guaranteed by such person for or in
connection with borrowed money, and (b) all obliga$ of or guaranteed by such person (other
than those specified in clause (a) above) evidebgedebt securities, debentures, Notes or other
similar instruments; provided that Indebtednessll shat include commercial agreements not
having the commercial effect of a borrowing.

. “Lien” means any lien, pledge, mortgage, securityeriest, deed of trust, charge or other
encumbrance or other preferential arrangement bédtie practical effect of constituting a security
interest.

. “Majority” means greater than 50%.

. “Modification” means any modification, amendmenipplement, 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 “—Everft®efault” above), or other action provided by
the Indenturer the terms and conditions of the Notes.

. “Non-Reserved Matter” means any Modification otltean a Modification constituting a Reserved
Matter.
. “Project Financing” means any financing of all @rtpof the costs of the acquisition, construction

or development of any properties in connection \sitproject if the person or persons providing
such financing expressly agree to look to the ptegeefinanced and the revenues to be generated
by the operation of, or loss of or damage to, qudperties as the principal source of repayment
for the moneys advanced.

. “Public Sector Instrumentality” means the CentrahB, any department, ministry or agency of the
Government or any corporation, trust, financiakitoon or other entity owned or controlled by
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the Government or any of the foregoing. For puepas the foregoing, “controfheans the power,
directly or indirectly, through the ownership oftwv@ securities or other ownership interest or
otherwise, to direct the management of or elecppoint a Majority of the board of directors or
other persons performing similar functions in l@fu or in addition to, the board of directors of a
corporation, trust, financial institution or othesatity.

. “Reserved Matter” means any Modification that would

A. change the due date for the payment of the prihofp@r premium, if any) or any installment
of interest on the Notes;

B. reduce the principal amount of the Notes, the porof such principal amount which is
payable upon acceleration of the maturity of theeNpthe interest rate on the Notes or the
premium payable upon redemption of the Notes;

C. change the coin or currency in which payment ofriest, premium or principal in respect of
the Notes is payable and the place where such paymest be made;

D. reduce the proportion of the principal amount & Motes the vote or consent of the holders of
which is necessary to make any Modification to ghwespect to the terms and conditions of
the debt securities of one or more series or ttderiture, or change the definition of
“Outstanding” under the Notes;

E. change Ecuador's obligation to pay Additional Antswn the Notes;
F. change the governing law provision of the Notes;

G. change the arbitral forum to which the Republic lsabmitted, the Republic's waiver of
immunity, the scope of the Republic's indemnities the Indenture or the Republic's
appointment of the process agent without appoindirayibstitute process agent in London, in
respect of actions or proceedings brought by atgendased upon the Notes;

H. change the seniority of the Notes;

I. authorize and/or instruct the Trustee, on behadflidfiolders, to exchange or substitute all their
Notes of the Notes for, or convert all their Noiat, other obligations or securities of
Ecuador or any other person; or

J. change the definition of “Uniformly Applicable” 6Reserved Matter.”
Registration and Book-Entry System

Ecuador may issue the Notes in whole or in pattténform of one or more global notes, the ownerahigp
transfer of which are recorded in computerized bawky accounts, eliminating the need for physinavement of
Notes. Ecuador refers to the intangible Notesasgmted by a global Note as “book-entry” Notes.

Ecuador will deposit any global Note it issues wviltle common depositary of the clearing system. The
global Note will be registered in the name of tremmee of the common depositary. Unless a glolzk Ns
exchanged for definitive Notes, discussed aboveeurid-Definitive Notes,” it may not be transferreexcept
among the clearing system, its nominees or comnepogitaries and their successors. Clearing sysitechgle
Euroclear and Clearstream in Europe.

Clearing systems process the clearance and sattlehbook-entry securities for their direct pagpants.
A “direct participant” is a bank or financial intstiion that has an account with a clearing systefhe clearing
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systems act only on behalf of their direct pardois, who in turn act on behalf of indirect pagants. An “indirect
participant” is a bank or financial institution thgains access to a clearing system by clearingugir or
maintaining a relationship with a direct participan

Euroclear and Clearstream are connected to eaeh logra direct link.

Ecuador, the Trustee and any Paying Agent willt tiiea registered holder of a global note as thelats owner of
the note for all purposes. The legal obligatioh&cuador, the Trustee, and any agent run onlyéorégistered
owner of a global note, which will be the relevatearing system or the nominee of the common d&ggsi For

example, once Ecuador arranges for payments toalle to the registered holder, Ecuador will no lorggeliable

for the amounts so paid on the note. In additiopou own a beneficial interest in a global noteu must rely on
the procedures of the institutions through whictu yloold your interests in the note (including Eueac|

Clearstream, and their participants) to exerciseddrthe rights granted to the holder of the noténder existing
industry practice, if you desire to take any actibat the holder of a note is entitled to takenthtee registered
holder would authorize the clearing system pardictpthrough which you own your beneficial interestake the
action, and the participant would then either atitfeoyou to take the action or act for you on ymstructions.
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SUBSCRIPTION AND SALE

Credit Suisse Securities (USA) LLC, Deutsche Barkusties Inc. and J.P. Morgan Securities, LLC are
acting as the Initial Purchasers (the “Initial fasers”) of this offering. Subject to the terms andditions in the
purchase agreement dated the date of this Off@irgular (the “Purchase Agreement”), the Initiakéhasers will
agree to purchase and the Republic will agreeltdcsthe Initial Purchasers, the principal amoohthe Notes set
forth opposite the Initial Purchasers’ name.

Initial Purchasers Principal Amount
Credit Suisse Securities (USA) L U.S.9833,333,33
Deutsche Bank Securities | U.S.9833333,33!
J.P. Morgan SecUritieS LL...........iiiiiiiiiieiiiii e U.S.$833,333,334
TOLA ettt a e e as U.S.$2,500,000,000

The Purchase Agreement provides that the obligaitadrthe Initial Purchasers to purchase the Nates a
subject to approval of legal matters by counseltanather conditions. The Initial Purchasers mustpase all the
Notes if they purchase any of the Notes. In aoddjtthe Initial Purchasers reserve the right teatepr cancel any
order in whole or in part. The Initial Purchaseraymoffer and sell the Notes through any of thespestive
affiliates.

The Republic has been advised that the Initial fragers propose to resell the Notes at the offeiicg
set forth on the cover page of this Offering Ciaculithin the United States to qualified institutéd buyers (as
defined in Rule 144A) in reliance on Rule |44A amutside the United States in reliance on Regula8iosee
“Transfer Restrictions.” The price at which the doare offered may be changed at any time withatiten

The Notes have not been and will not be registanster the Securities Act or any state securitiesaad
may not be offered or sold within the United Stateto, or for the account or benefit of, U.S. pais(as defined in
Regulation S) except in transactions exempt frormad subject to, the registration requirementshef Securities
Act. See “Transfer Restrictions.”

Accordingly, the Initial Purchasers have agreed, thecept as permitted by the Purchase Agreemeaht an
set forth in “Transfer Restrictions,” they will noffer or sell the Notes within the United States@ or for the
account or benefit of, U.S. persons as part ofitkteibution of the Notes.

In addition, until 40 days after the commencemdnth offering, an offer or sale of Notes withinet
United States by a dealer that is not participaimthis offering may violate the registration reg@ments of the
Securities Act if that offer or sale is made othieeathan in accordance with Rule [44A, or pursuananother
exemption from registration under the Securities Ac

Although application has been made to list the Blata the Official List of the Luxembourg Stock
Exchange and to have the Notes trade on the Eurfe Mdrket, the listing does not assure that a tduarket for
the Notes will develop. The Initial Purchasersmat¢o make a secondary market for the Notes. Hewehey are
not obligated to do so and may discontinue makisgandary market for the Notes at any time witimatice. No
assurance can be given as to how liquid the tramhadket for the Notes will be. The Republic canpravide any
assurances that the prices at which the Notestraille in the market after this offering will not lsever than the
initial offering price or that an active trading rket for the Notes will develop and continue aftes offering.

The Republic estimates that its portion of theltetgenses of this offering, including underwritdess,
will be approximately U.S$7,500,000.

173



In connection with the offering, the Initial Purgeas may purchase and sell Notes in the open market
Purchases and sales in the open market may inshuat¢ sales, purchases to cover short positionsstaiilizing
purchases.

» Short sales involve secondary market sales bynitiallPurchasers of a greater number of Notes thap
are required to purchase in the offering.

» Covering transactions involve purchases of Noteghim open market after the distribution has been
completed in order to cover short positions.

» Stabilizing transactions involve bids to purchasadd so long as the stabilizing bids do not exaeed
specified maximum.

Purchases to cover short positions and stabilipagchases, as well as other purchases by thelInitia
Purchasers for their own account, may have theteffiepreventing or retarding a decline in the neanirice of the
Notes. They may also cause the price of the Notég thigher than the price that would otherwisstdri the open
market in the absence of these transactions. Titial IRurchasers may conduct these transactiotiseirover-the-
counter market or otherwise. If the Initial Pureir@ascommence any of these transactions, they nszpminue
them at any time.

The Initial Purchasers are full service finandiadtitutions engaged in various activities, whictaym
include securities trading, commercial and invesiimbanking, financial advisory, investment manag&me
principal investment, hedging, financing and brekgr activities. The Initial Purchasers and thespeetive
affiliates have in the past performed commerciahkbag, investment banking and advisory services tfo
Republic from time to time for which they have rigee customary fees and reimbursement of expensgsnay,
from time to time, engage in transactions with pedform services for the Republic in the ordinaoyrse of their
business for which they may receive customary dekreimbursement of expenses. In the ordinaryseoaf their
various business activities, the Initial Purchaserd their respective affiliates may make or holot@ad array of
investments and actively trade debt and equityrgezsi (or related derivative securities) and ficiah instruments
(which may include bank loans and/or credit defauwtips) for their own accounts and for the accoohtbeir
customers and may at any time hold long and shasitipns in such securities and instruments. Soghstment
and securities activities may involve the Republ&2curities and instruments.

The Republic has agreed to indemnify the InitialdRasers against certain liabilities, includindliigies
under the Securities Act, or to contribute to paytaehat the Initial Purchasers may be requireddke because of
any of those liabilities.

We expect that delivery of the Notes will be madantvestors on or about October 23, 2017, which we

expect will be the third business day following tlee of this offering memorandum (such settlenbeirtg referred
to as “T+3"). Under Rule 15c6-1 under the ExchaAgg trades in the secondary market are requieskttle in
two business days, unless the parties to any gade expressly agree otherwise. Accordingly, pasehs who
wish to trade Notes prior to the delivery of thet@ohereunder on the date hereof or on the nexeesdimg two
business days will be required, by virtue of thet flnat the Notes initially settle in T+3, to sggcan alternate
settlement arrangement at the time of any sucle ttagrevent a failed settlement. Purchasers efNbtes who
wish to trade the Notes prior to their date of\kly hereunder should consult their advisors.
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Selling Restrictions
Canada

The distribution of the Notes in Canada is beiragmonly on a private placement basis exempt fian t
requirement that the Republic prepare and file aspmctus with the applicable securities regulatory
authorities. The Republic is not a reporting &30 any province or territory in Canada and itgd$ are not listed
on any stock exchange in Canada and there is ¢yrimem public market for the Notes in Canada. Republic
currently has no intention of becoming a reportisguer in Canada, filing a prospectus with any Sges
regulatory authority in Canada to qualify the resafl the Notes to the public, or listing its setiasi on any stock
exchange in Canada. Accordingly, to be made inrdence with securities laws, any resale of theeblot Canada
must be made under available statutory exemptiom® fregistration and prospectus requirements orelurd
discretionary exemption granted by the applicatdmatiian securities regulatory authority. Canagiarchasers
are advised to seek legal advice prior to any eesfithe Notes.

Each Canadian purchaser who purchases Notes oivadepplacement basis pursuant to this Canadian
offering circular will be deemed to have represdriteand agreed with the Republic and the InitizicRasers that
such purchaser: (i) is entitled under applicableusges laws to purchase such Notes without theefie of a
prospectus qualified under such securities lawsis(resident in Canada; (iii) is not a U.S. perss defined in Rule
902 of Regulation S under the U.S. Securities Ac1983; (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 seearlaws); (v) if not an individual, the purchaseas not created
or used solely to purchase or hold Notes as aredited investor under NI 45-106; (vi) is a perntttdient within
the meaning of National Instrument 31-103 — Regigin Requirements, Exemptions and Ongoing Registra
Obligations; and (vii) if required by applicablecaeties laws or stock exchange rules, the 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.

European Economic Area

This Offering Circular has been prepared on thssbtinat any offer of Notes in any Member Stat¢hef
European Economic Area which has implemented tbhegectus Directive (each, a “Relevant Member Syatél
be made pursuant to an exemption under the PraspBatective from the requirement to publish a pemtus for
offers of Notes. Accordingly any person making miending to make an offer in that Relevant MemhiateSof
Notes which are the subject of the offering contieeid in this Offering Circular may only do so iimcamstances
in which no obligation arises for the Republic ayaf the Initial Purchasers to publish a prospggursuant to
Article 3 of the Prospectus Directive, in each caseaelation to such offer. Neither the Republiar ithe Initial
Purchasers have authorized, nor do they authdhiezemnaking of any offer of Notes in circumstancesvhich an
obligation arises for the Republic or the InitialrBhasers to publish a prospectus for such offee expression
“Prospectus Directive” means Directive 2003/71/E€3 @mended, including by Directive 2010/73/EU), and
includes any relevant implementing measure in thle\nt Member State.

The Republic has not authorized and does not dathtine making of any offer of Notes through any
financial intermediary on its behalf, other thafecd made by the Initial Purchasers with a viewthe final
placement of the Notes as contemplated in thisridfieCircular. Accordingly, no purchaser of thetdg other
than the Initial Purchasers, is authorized to make further offer of the Notes on behalf of the &Rd or the
Initial Purchasers.
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United Kingdom

This Offering Circular is for distribution only fpersons who (i) have professional experience ittarsa
relating to investments falling within the defiloiti of investment professionals (as defined in Aetitd(5) of the
Financial Services and Markets Act 2000 (Finani@motion) Order 2005 (as amended, the “FinanciainiBtion
Order”)), (ii) are persons falling within Article942)(a) to (d) (‘high net worth companies, unincmaied
associations etc.) of the Financial Promotion Qrdi@j are outside the United Kingdom, or (iv) apoersons to
whom an invitation or inducement to engage in itwent activity (within the meaning of section 21 tbe
Financial Services and Markets Act 2000 (“FSMA™)) donnection with the issue or sale of any seasithay
otherwise lawfully be communicated or caused toctsamunicated (all such persons in (i)-(iv) abovgetber
being referred to as “relevant persons”). This ffg Circular is directed only at relevant persansl must not be
acted on or relied on by persons who are not rateparsons. Any investment or investment activityvhich this
Offering Circular relates is available only to nelat persons and will be engaged in only with ratévpersons.
This Offering Circular may only be provided to pmrs in the United Kingdom in circumstances whereice
21(1) of FSMA does not apply to the Republic.

The Initial Purchasers have represented, warramddgreed that:

(a) Financial promotion: they have only communicated or caused to be aomated and will only
communicate or cause to be communicated an imitaiir inducement to engage in investment
activity (within the meaning of section 21 of th8NA received by it in connection with the issue
or sale of any Notes in circumstances in whichigec1(1) of the FSMA does not apply to the
Republic; and

(b) General compliance: they have complied and will comply with all ajggble provisions of the
FSMA with respect to anything done by them in iiefatto any Notes in, from or otherwise
involving the United Kingdom.

Republic of Italy

The offering of the Notes has not been registeriéid the Commissione Nazionale per le SocietaBoisa
(“CONSOB?”) pursuant to Italian securities legisteti The Initial Purchasers represent and agreathBlotes will
be offered, sold or delivered, nor will copies liktOffering Circular or any other document relgtio the Notes be
distributed in the Republic of Italy, except:

(a) to qualified investorsifvestitori qualificat), as defined pursuant to Article 100 of Legislativ
Decree No. 58 of 24 February 1998, as amended {(Fueancial Services Act) and Article 34
ter, first paragraph, letter (b) of CONSOB ReguwiatNo. 11971 of 14 May 1999, as amended
from time to time (Regulation No. 11977); or

(b) in other circumstances which are exempted fronrites on public offerings pursuant to Article
100, first paragraph, letter (d) of the Financiaehfces Act and Article 34 ter of Regulation No.
11971.

Any such offer, sale or delivery of the Notes mtribution of copies of this Offering Circular any other
document relating to the Notes in the Republidalfyimust be:

(a) made by an investment firm, bank or financial intediary permitted to conduct such activities in
the Republic of Italy in accordance with LegislatiDecree No. 58 of 24 February 1998,
CONSOB Regulation No. 16190 of 29 October 2007 &rdislative Decree No. 385 of 1
September 1993 (the “Banking Law”) (in each casanasnded from time to time);

(b) in compliance with Article 129 of the Banking Lawdathe implementing guidelines of the Bank
of Italy, as amended; and
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(c) in compliance with any other applicable laws andutations or requirement imposed by
CONSOB or any other Italian authority.

Switzerland

The Notes may not be publicly offered, sold or eatigsed, 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 regulatethtyddcility in Switzerland. Neither this Offerin@ircular nor
any other offering or marketing material relatirgythe Notes constitutes an Offering Circular ashstgm is
understood pursuant to article 652a or article 1dbe Swiss Code of Obligations or a listing @ffg Circular
within the meaning of the listing rules of the SBiss Exchange or any other regulated trading itiadih
Switzerland and neither this Offering Circular @oty other offering or marketing material relatioghe Notes may
be publicly distributed or otherwise made publiaailable in Switzerland, as such term is used wuttde Swiss
Code of Obligations.

Singapore

This Offering Circular has not been registeredaasOffering Circular with the Monetary Authority of
Singapore under the Securities and Futures Act, 22 of Singapore (the “SFA”) and accordingly, Mates may
not be offered or sold, nor may the Notes be thxgest of an invitation for subscription or purchaser may this
Offering Circular or any other document or mateiial connection with the offer or sale, or invitatidor
subscription or purchase of the Notes be circulatedistributed, whether directly or indirectly, amy person in
Singapore other than (i) to an institutional ineegas defined in Section 4A of the SFA) pursuar®éction 274 of
the SFA, (ii) to a relevant person (as defined éat®n 275(2) of the SFA) pursuant to Section 2y5{lthe SFA,
or (iii) any person pursuant to an offer referredit Section 275(1A) of the SFA, and in accordandt the
conditions specified in Section 275 of the SFA threowise pursuant to, and in accordance with thlitions of,
any other applicable provision of the SFA.

Where the Notes are subscribed or purchasediancel on an exemption under Sections 274 or 215eof
SFA, the Notes may not be sold within the periodiafmonths from the date of the initial acquisitiof them,
except to any of the following persons:

(a) an institutional investor (as defined in Section@fAhe SFA);

(b) a relevant person (as defined in Section 275(#H)@SFA); or

(c) any person pursuant to an offer referred to iniGe@&75(1A) of the SFA,

unless expressly specified otherwise in Section(@76f the SFA or Regulation 32 of the Securities &utures
(Offers of Investments) (Shares and Debenturesylgggns 2005 of Singapore (the “SFR”).

Where the Notes are acquired by persons who &eard persons specified in Section 276 of the SFA,
namely:

(a) a corporation (which is not an accredited itaegas defined in Section 4A of the SFA)) the sole
business of which is to hold investments and theeeshare capital of which is owned by one or
more individuals, each of whom is an accredite@gtor; or

(b) a trust (where the trustee is not an accrediteestor) whose sole purpose is to hold investment
and each beneficiary of the trust is an individulab is an accredited investor; or

(©) the shares, debentures and units of sharesebehtures of that corporation or the beneficiaries
rights and interest (howsoever described) in thet shall not be transferred within 6 months after
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that corporation or that trust has acquired theeBlgursuant to an offer made under Section 275
of the SFA except:

1)

(2)
()
(4)
()

Hong Kong

to an institutional investor (under Section 2f4the SFA) or to a relevant person as
defined in Section 275(2) of the SFA, or any perparsuant to an offer that is made on
terms that such shares, debentures and units idsshad debentures of that corporation
or such rights or interest in that trust are aagliat 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 exchangsectfirities or other assets and further
for corporations, in accordance with the conditigpecified in Section 275(1A) of the

SFA;

where no consideration is or will be given tloe transfer;
where the transfer is by operation of law;
as specified in Section 276(7) of the SFA,; or

as specified in Regulation 32 of the SFR.

The Initial Purchasers have represented and agjnaéd

1)

(2)

Japan

they have not offered or sold and will not ofte sell in Hong Kong, by means of any
document, any Notes other than (a) to “professionadstors” as defined in the Securities
and Futures Ordinance (Cap. 571) of Hong Kong (“§F@d any rules made under the
Ordinance; or (b) in other circumstances which dbresult in the document being an
“Offering Circular” as defined in the Companies @ahce (Cap. 32) of Hong Kong or
which do not constitute an offer to the public witthe meaning of that Ordinance; and

they have not issued or had in their posseskiorthe purposes of issue, and will not
issue or have in their possession for the purpo$assue, whether in Hong Kong or
elsewhere, any advertisement, invitation or docunmefating to the Notes, which is
directed at, or the contents of which are likelybbaccessed or ready by, the public of
Hong Kong (except if permitted to do so under theusities laws of Hong Kong) other
than with respect to Notes which are or are intdnidebe disposed of only to persons
outside Hong Kong or only to “professional investoas defined in the SFO and any
rules made under that Ordinance.

The Notes have not been and will not be registareter the Financial Instruments and Exchange lfaw o

Japan (Law No. 25 of 1948, as amended) and, acgydithe Initial Purchasers have undertaken they will not
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 lawgulations and guidelines promulgated by thevegle Japanese
governmental and regulatory authorities and incefte the relevant time. For the purposes of gasgraph,
“Japanese Person” shall mean any person resideldpan, including any corporation or other entitganized
under the laws of Japan.
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United Arab Emirates (excluding the Dubai International Financial Centre)

The Initial Purchasers have represented and aghatdhe Notes have not been and will not be effer
sold or publicly promoted or advertised by it ire tinited Arab Emirates other than in compliancénwaity laws
applicable in the United Arab Emirates governing idsue, offering and sale of securities.

The Initial Purchasers have acknowledged thatrtf@mation contained in this Offering Circular doest
constitute a public offer of securities in the &ditArab Emirates in accordance with the CommeKC@hpanies
Law (Federal Law 8 of 1984 (as amended)) or othemind is not intended to be a public offer andrtftemation
contained in this Offering Circular is not intendedlead to the conclusion of any contract of whever nature
within the territory of the United Arab Emirates.

Dubai International Financial Centre

The Initial Purchasers have represented and aghe¢dhey have not offered and will not offer thetes
to any person in the Dubai International FinanGahtre unless such offer is:

(a) an “Exempt Offer” in accordance with the Offér8ecurities Rules of the Dubai Financial
Services Authority (the “DFSA”); and

(b) made only to persons who meet the ProfessiGhait criteria set out in Rule 2.3.2 of the DFSA
Conduct of Business Module.

Qatar

The Initial Purchasers have represented and aginaethey have not offered, sold or delivered aiildnot
offer, sell, or deliver, directly or indirectly, grNotes in Qatar, except: (a) 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 Offering Circular has not been reviewed opraped by or registered with the Qatar Exchange, th
Qatar Central Bank or the Qatar Financial Marketghdrity. This Offering Circular is strictly prit@a and
confidential and may not be reproduced or usedafgr other purpose, nor provided to any person dtieer the
recipient thereof.

Chile

Neither the Republic nor the Notes are registéneithe Securities RegistryRegistro de Valorgsor the
Foreign Securities RegistriRégistro de Valores Extranjenosef the Chilean Securities and Insurance Comnmissio
(Superintendencia de Valores y Seguros de LloleSVS, or is subject to the control and supsovi of the SVS.
As unregistered securities, the Republic is notired to disclose public information about the Nate Chile. The
Notes may not be publicly offered in Chile unlessytare registered in the corresponding securigigstry. The
Notes may only be offered in Chile in circumstanites do not constitute a public offering under|€4m law or in
compliance with General Rule No. 336 of the SV&IrsBant to General Rule No. 336. The Notes mayivatply
offered in Chile to certain “qualified investorsiantified as such therein (which in turn are furtdescribed in
General Rule No. 216, dated June 12, 2008, of ¥%#).S

This Offering Circular and other offering matesiaklating to the offer of the Notes do not congtita
public offer of, or an invitation to subscribe for purchase, the Notes in the Republic of Chil&eotthan to
individually identified purchasers pursuant to &gte offering within the meaning of Article 4 diig Chilean
Securities Market ActlLiey de Mercado de Valoregan offer that is not addressed to the publitaaje or to a
certain sector or specific group of the public).

179



BOOK-ENTRY SETTLEMENT AND CLEARANCE
Global Notes

The Notes will initially be issued in the form twfo registered Notes in global form (which Ecuakders
to in this Offering Circular as Global Notes), vatlt interest coupons, as follows:

* Notes sold to qualified institutional buyers iniaace on Rule 144A under the Securities Act will be
represented by one or more Global Notes (which @mueefers to in this Offering Circular as the
Restricted Global Notes); and

* Notes sold in offshore transactions to hon-U.Ss@es in reliance on Regulation S will be represbnte
by one or more Global Notes (which Ecuador refergtthis Offering Circular as the Regulation S
Global Note).

Upon issuance, the Global Notes will be depositéth the common depositary and registered in the
nominee name of the common depositary for Euro@edrClearstream.

Ownership of beneficial interests in each GlobateNaill be limited to persons who either have actsu
with Euroclear (which Ecuador refers to in this €iffig Circular as the “Euroclear participants”)p@rsons who
have accounts with Clearstream (which Ecuador sefem this Offering Circular as the “Clearstrepanticipants”)
or to persons who hold interests through Eurogbeaticipants or Clearstream participants. The Repexpects
that under procedures established by Euroclear:

* upon deposit of each Global Note with the commaopodiary, Euroclear or Clearstream will credit
portions of the principal amount of the Global Nbtethe accounts of the Euroclear or Clearstream
participants designated by the Initial Purchasans,

» 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 participantshose systems, or indirectly through organizedithat are
participants in those systems. Investors may atdd their interests in the Regulation S Global Ntisough
organizations other than Euroclear or Clearstrdammembourg that are Euroclear participants. ThekBaf New
York Mellon, London Branch will act as the commagpdsitary for the interests in the Regulation Sc&ldNote.

Beneficial interests in the Global Notes may notexehanged for Notes in physical certificated form
except in the limited circumstances described below

Each Global Note and beneficial interests in ealdb#& Note will be subject to restrictions on tramsas
described under “Transfer Restrictions.”

Exchanges between the Global Notes

Beneficial interests in one Global Note may gengiia¢ exchanged for interests in another GlobaleNot
Depending on whether the transfer is being madmglar after the 40-day restricted period, and toctv Global
Note the transfer is being made, the Issuer ort@eusiay require the seller to provide certain emittertifications
in the form provided in the Indenture (as definretDescription of the Notes”).
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A beneficial interest in a Global Note that is sfamred to a person who takes delivery throughteerot
Global Note will, upon transfer, become subjectatty transfer restrictions and other proceduresicgipé to
beneficial interests in the other Global Note.

Book-Entry Procedures for the Global Notes

All interests in the Global Notes will be subject the operations and procedures of Euroclear dnd, i
applicable, Clearstream, Luxembourg. The Republavides the following summaries of those operatians
procedures solely for the convenience of investoh® operations and procedures of each settlenysténs are
controlled by that settlement system and may begdrh at any time. None of the Republic, the Trysiag agent
or the Initial Purchasers is responsible for thaserations or procedures.

Euroclear was created to hold securities for itsigpants and to facilitate the clearance andesagnt of
securities transactions between its participantsutih electronic book-entry changes to the accowht#s
participants. Euroclear’s participants include s#ies brokers and dealers, including the Initiakdhasers; banks
and trust companies; clearing corporations; an@rotinganizations. Indirect access to Euroclear&esy is also
available to others such as banks, brokers, deatefdrust companies; these indirect participatgarahrough or
maintain a custodial relationship with a Euroclearticipant, either directly or indirectly. Invessowho are not
Euroclear participants may beneficially own se@esitheld by or on behalf of Euroclear only througiroclear
participants or indirect participants in Euroclear.

So long as the depositary is the registered owhar@lobal Note, that depositary will be considetiee
sole owner or holder of the Notes represented hy &lobal Note for all purposes under the IndentEbeept as
provided below, owners of beneficial interests iGlabal Note:

» will not be entitled to have Notes representedhay®lobal Note registered in their names;
« will not receive or be entitled to receive physjeartificated notes; and

* will not be considered the owners or holders of Mmes under the Indenture for any purpose,
including with respect to the giving of any directj instruction or approval to the Trustee under th
Indenture.

As a result, each investor who owns a beneficirést in a Global Note must rely on the procedofes
Euroclear to exercise any rights of a holder ofedainder the Indenture (and, if the investor isanparticipant or
an indirect participant in Euroclear, on the praced of the Euroclear participant through whichithestor owns
its interest in the Notes).

Payments of principal and interest with respe¢h®Notes represented by a Global Note will be nigde
the Trustee to the common depositary as the regstieolder of the Global Note. Neither the Republar the
Trustee will have any responsibility or liabilitprf the payment of amounts to owners of beneficigdrests in a
Global Note, for any aspect of the records relatingr payments made on account of those intebgsuroclear or
for maintaining, supervising or reviewing any retof Euroclear relating to those interests.

Payments by participants and indirect participamt&uroclear to the owners of beneficial interesta
Global Note will be governed by standing instruci@nd customary industry practice and will berésponsibility
of those participants or indirect participants &udoclear.

Transfers between participants in Euroclear willdifected under Euroclear’s procedures and will be
settled in same-day funds. Transfers between paatits in Clearstream, Luxembourg will be effectadthe
ordinary way under the rules and operating procesiof those systems.

Cross-market transfers between Euroclear partitspam the one hand, and participants in Clearstrea
Luxembourg, on the other hand, will be effectedchimitEuroclear through the Euroclear participants Hre acting
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as depositaries for Clearstream, Luxembourg. Tdvefelor receive an interest in a Global Note heldai
Clearstream, Luxembourg account, an investor merstl sransfer instructions to Clearstream, Luxemipoas the
case may be, under the rules and procedures ofybigm and within the established deadlines afsysiem. If the
transaction meets its settlement requirements,r&feam, Luxembourg, as the case may be, will gestdictions

to its Euroclear depositary to take action to éffexal settlement by delivering or receiving irgsts in the relevant
Global Notes in Euroclear, and making or receivipyment under normal procedures for same-day funds
settlement applicable to Euroclear. Clearstreamembourg participants may not deliver instructidivectly to the
Euroclear depositaries that are acting for Cleaastr, Luxembourg.

Euroclear and Clearstream, Luxembourg have agredtiet above procedures to facilitate transfers of
interests in the Global Notes among participanttheose settlement systems. However, the settlesystéms are
not obligated to perform these procedures and risputinue or change these procedures at any Naigher the
Republic nor the Trustee nor any paying agent e any responsibility for the performance by Elegar or
Clearstream, Luxembourg or their participants dirgct participants of their obligations under th#es and
procedures governing their operations.

Certificated Notes

Notes in physical, certificated form will be issuethd delivered to each person that Euroclear or
Clearstream identifies as a beneficial owner ofrtéiated Notes only if:

» the depositary notifies the Republic at any time this unwilling or unable to continue as depasit
for the Global Notes and a successor depositargtigppointed within 90 days;

* Euroclear or Clearstream ceases to be registereal elsaring agency under the U.S. Securities
Exchange Act of 1934 and a successor depositargtiappointed within 90 days; or

» the Trustee receives a notice from the registeptdeh of the Global Note requesting exchange of a

specified amount for individual note certificatedldwing a failure to pay at maturity or upon
acceleration of any Note.
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TRANSFER RESTRICTIONS

The Notes are subject to the following restrictians transfer. By purchasing Notes, each prospective
investor will be deemed to have made the follonatgnowledgments, representations to and agreemahtshe
Republic and the Initial Purchasers:

(1) Each prospective investor acknowledges that:

» the Notes have not been registered under the 8esufict or any other securities laws and
are being offered for resale in transactions tloatat require registration under the Securities
Act or any other securities laws; and

» unless so registered, the Notes may not be offed,or otherwise transferred except under
an exemption from, or in a transaction not subjectthe registration requirements of the
Securities Act or any other applicable securitégsl and in each case in compliance with the
conditions for transfer set forth in paragraphk@lpw.

(2) Each prospective investor represents that moisan affiliate (as defined in Rule 144 under the
Securities Act) of the Republic, that it is notiagton the Republic’'s behalf and that either:

» it is a qualified institutional buyer (as definedRule 144A) and is purchasing Notes for its
own account or for the account of another qualififestitutional buyer, and it is aware that the
Initial Purchasers are selling the Notes to itdliance 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 thdrstributor, and it is purchasing Notes in
an offshore transaction in accordance with Reguried.

3) Each prospective investor acknowledges thahaeithe Republic nor the Initial Purchasers nor
any person representing the Republic or the InRiatchasers has made any representation to suspegtive
investor with respect to the Republic or the offgriof the Notes, other than the information corediin this
Offering Circular. Each prospective investor reprs that it is relying only on this Offering Cifauin making its
investment decision with respect to the Notes. Baspective investor agrees that it has had adeessich
information concerning the Republic and the Notestdas deemed necessary in connection with iiiside to
purchase Notes, including an opportunity to askstjoes of and request information from the Republic

4) Each prospective investor represents thatpurghasing Notes for its own account, or for one o
more investor accounts for which it is acting d&laciary or agent, in each case not with a viewotofor offer or
sale in connection with, any distribution of thet®&®in violation of the Securities Act, subjecttoy requirement of
law that the disposition of its property or the gedy of that investor account or accounts belatraés within its
or their control and subject to its or their alilib resell the Notes pursuant to Rule 144A or afier available
exemption from the registration requirements of 8ezurities Act. Each prospective investor agreest own
behalf and on behalf of any investor account foictht is purchasing Notes, and each subsequentehaif the
Notes by its acceptance of the Notes will agres, tintil the end of the applicable resale resticperiod pursuant
to Regulation S or Rule 144, the Notes may be edffesold or otherwise transferred only:

(a) to the Republic;
(b) under a registration statement that has beelargel effective under the Securities Act;

(©) for so long as the Notes are eligible for resahder Rule 144A, to a person whom the seller
reasonably believes is a qualified institutionaydsuthat is purchasing for its own account or foe iccount of
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another qualified institutional buyer and to whdnhas given notice that the transfer is being madeliance on
Rule 144A;

(d) pursuant to Regulation S; or

(e) under any other available exemption from thgisteation requirements of the Securities Act;
subject in each of the above cases to any requirenfelaw that the disposition of the seller's pedy or the
property of an investor account or accounts bdl &itrees within the seller or such account’s cohtro

Each prospective investor also acknowledges that:

» the Republic and the Trustee reserve the rightquire, in connection with any offer, sale or other
transfer of Notes before the applicable resalerictish period ends pursuant to Regulation S or
Rule 144 under clauses (d) and (e) above, theatgliof an opinion of counsel, certifications and/or
other information satisfactory to the Republic #me Trustee;

* Notes (other than those issued outside the Unitates pursuant to Regulation S) will, until the
expiration of one year from the original issuanegedof the Notes (or such other date as specified i
Rule 144 or as specified in another applicable gt@mm under the Securities Act), unless otherwise
agreed by us and the holder thereof, bear a lega@ostantially to the following effect:

THIS NOTE (OR ITS PREDECESSOR) WAS ORIGINALLY ISSDEN A TRANSACTION NOT SUBJECT

TO THE REGISTRATION REQUIREMENTS OF THE U.S. SECURES ACT OF 1933, AS AMENDED (THE
“SECURITIES ACT”), AND THIS NOTE MAY NOT BE OFFEREPSOLD OR OTHERWISE TRANSFERRED
IN THE ABSENCE OF REGISTRATION OR AN APPLICABLE EX#PTION THEREFROM. EACH

PURCHASER OF THIS NOTE IS HEREBY NOTIFIED THAT THBELLER OF THIS NOTE MAY BE

RELYING ON THE EXEMPTION FROM THE PROVISIONS OF SHE(ON 5 OF THE SECURITIES ACT
PROVIDED BY RULE 144A THEREUNDER.

THE HOLDER OF THIS NOTE AGREES FOR THE BENEFIT OFE ISSUER THAT (A) THIS NOTE MAY
BE OFFERED, RESOLD, PLEDGED OR OTHERWISE TRANSFERRBNLY (I) TO THE ISSUER OF THIS
NOTE, (Il) IN THE UNITED STATES TO A PERSON WHOM TEHSELLER REASONABLY BELIEVES IS A
QUALIFIED INSTITUTIONAL BUYER (AS DEFINED IN RULE ¥4A UNDER THE SECURITIES ACT) IN A
TRANSACTION MEETING THE REQUIREMENTS OF RULE 1444lll) OUTSIDE THE UNITED STATES
IN AN OFFSHORE TRANSACTION IN ACCORDANCE WITH RULE03 AND RULE 904 UNDER THE
SECURITIES ACT, (IV) PURSUANT TO AN EXEMPTION FROMREGISTRATION UNDER THE
SECURITIES ACT PROVIDED BY RULE 144 THEREUNDER (HVAILABLE) OR (V) PURSUANT TO AN
EFFECTIVE REGISTRATION STATEMENT UNDER THE SECURES ACT, IN EACH OF CASES (Il)
THROUGH (V) IN ACCORDANCE WITH ANY APPLICABLE SECURIES LAWS OF ANY STATE OF THE
UNITED STATES, AND (B) THE HOLDER WILL, AND EACH SBSEQUENT HOLDER IS REQUIRED TO,
NOTIFY ANY PURCHASER OF THIS NOTE FROM IT OF THE RBLE RESTRICTIONS REFERRED TO IN
(A) ABOVE.

BY ACCEPTANCE OF THIS NOTE BEARING THE ABOVE LEGENDWHETHER UPON ORIGINAL
ISSUANCE OR SUBSEQUENT TRANSFER, EACH HOLDER OF BHNOTE ACKNOWLEDGES THE
RESTRICTIONS ON THE TRANSFER OF THESE NOTES SET HBRABOVE AND AGREES THAT IT
SHALL TRANSFER THIS NOTE ONLY AS PROVIDED HEREIN AD IN THE INDENTURE.

THE FOREGOING LEGEND MAY BE REMOVED FROM THIS NOTEON SATISFACTION OF THE
CONDITIONS SPECIFIED IN THE INDENTURE.

* Notes issued outside the United States pursuaRetulation S will, unless otherwise agreed by us
and the holder thereof, bear a legend substantatlye following effect:
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THIS NOTE HAS NOT BEEN AND WILL NOT BE REGISTEREDNDER THE U.S. SECURITIES ACT OF
1933, AS AMENDED (THE “SECURITIES ACT”), OR WITH AN SECURITIES REGULATORY

AUTHORITY IN ANY JURISDICTION AND, ACCORDINGLY, MAY NOT BE OFFERED OR SOLD WITHIN
THE UNITED STATES OR TO, OR FOR THE ACCOUNT OR BENHE OF, U.S. PERSONS EXCEPT IN
ACCORDANCE WITH THE INDENTURE AND PURSUANT TO AN EKMPTION FROM REGISTRATION

UNDER THE SECURITIES ACT OR PURSUANT TO AN EFFECHVREGISTRATION STATEMENT

UNDER THE SECURITIES ACT.

Each prospective investor acknowledges that theulitiep the Trustee, any agent, the Initial Purchase
and others will rely upon the truth and accuracyh&f above acknowledgments, representations arebmagnts.
Each prospective investor agrees that if any of #ltknowledgments, representations or agreements suc
prospective investor is deemed to have made lpuitshase of Notes is no longer accurate, it witinmptly notify
the Republic and the Initial Purchasers. If anyspeative investor is purchasing any Notes as aifidy or agent
for one or more investor accounts, such prospedativestor represents that it has sole investmestrelion with
respect to each of those accounts and that itutlgsofver to make the above acknowledgments, reptaons and
agreements on behalf of each account.
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TAXATION
Ecuador Taxation

The following is a general discussion of Ecuadot considerations. The discussion is based upen t
tax laws of Ecuador as in effect on the date of thifering Circular, which are subject to changeospective
investors should consult their own tax adviser$wé@spect to Ecuadorian tax consequences of tlestiment. This
summary does not discuss the effects of any tre#tiét may be entered into by, or be effective webpect to,
Ecuador.

All payments of principal and interest for the Notdfered for sale pursuant to this Offering Ciecidnd
accepted by the Republic, and any gains made lojd@hfrom such sale, will be exempt from any E@rah
income tax, including withholding tax, if the hotde a foreign holder, i.e.:

* The holder is an individual and is not residerthi® Republic for tax purposes; or

* The holder is a non-Ecuadorian entity that does Inoid the Notes through a permanent
establishment or fixed base in the Republic.

There are no Ecuadorian stamp, registration oflairrdxes payable by a foreign holder in connectitih
offers or sales of Notes pursuant to this Offe@igular.

United States Federal Income Taxation
Generally

The following summary of certain material U.S. felléncome tax consequences to original purchasfers
the Notes of the purchase, ownership and disposdfahe Notes is based upon existing U.S. fede@me tax
laws, which are subject to change, possibly withoeetive effect. No assurances can be given tmathanges in
these laws or authorities will not affect the aemyrof the discussions set forth in this summahe Republic has
not sought any ruling from the U.S. Internal Reve@i@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 whHoeetional
currency is not the U.S. dollar or certain typesnokstors subject to special tax rulesg( financial institutions,
insurance companies, dealers in securities or rotie®, certain securities traders, regulated invest companies,
pension plans, tax-exempt organizations and ink&dtolding Notes as a position in a “straddle,”rieersion
transaction,” or “constructive sale” transactioim).addition, this summary does not discuss any d@h; state, or
local tax considerations. This summary only apptiesnvestors that hold Notes as “capital assegghérally,
property held for investment) within the meaningtioé U.S. Internal Revenue Code of 1986, as ame(itied
“Code”).

For purposes of this summary, the term “U.S. Hdldeeans a beneficial owner of a Note who is, foB.U.
federal income tax purposes, an individual who é#tiaen or resident of the United States, a cafon (including
an entity treated as a corporation for U.S. fede@me tax purposes) created or organized in dewthe laws of
the United States, any state of the United StatébeoDistrict of Columbia, an estate whose incassubject to
U.S. federal income tax regardless of its source tmust if a court within the United States iseabb exercise
primary supervision over the administration of thest and one or more “United States persons,’efinet for U.S.
federal income tax purposes, have the authoritgotdrol all substantial decisions of the trust log trust was in
existence on August 20, 1996 and has in effect @ edection to be treated as a United States perHoa
partnership (or other entity treated as a partimgrfslm U.S. federal income tax purposes) holdsNuoges, the tax
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treatment of a partner in such partnership willegafly depend upon the status of the partner aadhttivities of
the partnership. As used herein, the term “non-Bi&@der” means a beneficial owner of a Note thatesa U.S.
Holder for U.S. federal income tax purposes.

Prospective purchasers of Notes should consult tliedwn tax advisors concerning the U.S. federal
income tax consequences of the purchase, ownerstapd disposition of Notes in light of their particulr
circumstances, as well as the effect of any relevastate, local, foreign or other tax laws.

U.S. Holders
Payments of Interest and Additional Amounts

Ecuador expects, and the remainder of this sumassymes, that the Notes will be issued at par ar at
discount that is de minimis for U.S. federal incotag purposes. Accordinglypayments of interest on a Note
generally will be taxable to a U.S. Holder as oagininterest income at the time they are receivedaoorued,
depending on the U.S. Holder’s regular method »faecounting. In addition to interest on a Not&).&. Holder
will be required to include any tax withheld frohetinterest payment as ordinary interest incomen évough such
holder did not in fact receive it, and any Addigmounts paid in respect of such tax withheld.

Interest (and any Additional Amounts) on the Natd$constitute income from sources outside thetelhi
States. Under the foreign tax credit rules, thedrest generally will be classified as “passiveegaty income” (or,
in certain cases, as “general category income”)clwimay be relevant in computing the foreign teeditrallowable
to a U.S. Holder under the U.S. federal incomdawas.

Sale, Exchange, Retirement or Other Taxable Dispdgin of a Note

A U.S. Holder generally will recognize gain or lagson the sale, exchange, retirement or other kaxab
disposition of a Note (including payments as a ltesbian acceleration) in an amount equal to théeince
between the amount realized upon that sale, exehartirement or other taxable disposition (ottemntamounts
representing accrued and unpaid interest, which biltaxed as such to the extent not previousuded in
income) and the U.S. Holder’s adjusted tax basithéNote. The amount realized is the sum of céss the fair
market value of any property received upon the, sdehange, retirement or other taxable dispositioa Note. A
U.S. Holder’s adjusted tax basis in a Note geneweill equal the U.S. Holder’s initial investmemt ihe Note. Gain
or loss generally will be capital, and will be letegm gain or loss if the Note is held for morerttume year. The
ability of a U.S. Holder to offset capital lossegaist ordinary income is limited. Any capital gaon loss
recognized on the sale, exchange, retirement ar dtixable disposition of a Note generally will toeated as
income or loss from sources within the United Steter foreign tax credit limitation purposes. THere, U.S.
Holders may not be able to claim a credit for armydtlorian tax imposed upon a disposition of a Notkess
(subject to special limits) such holder has otheome from foreign sources and certain other requénts are met.

Medicare Tax

A U.S. Holder that is an individual or estate, drust that does not fall into a special classéts that is
exempt from such tax, will be subject to a 3.8% daxthe lesser of (i) the U.S. Holder’s “net invesht income”
(or, in the case of an estate or trust, the “unitisted net investment income”)for the relevantatale year and
(ii) the excess of the U.S. Holder's modified atigasgross income for the taxable year over a cettaieshold
(which in the case of individuals will be betweerS1$125,000 and U.S.$250,000, depending on theidchdil’s
circumstances). A U.S. Holder’s net investment imeagenerally will include its interest income atglriet gains
from the disposition of a Note, unless such inteisome or net gains are derived in the ordinayrse of the
conduct of a trade or business (other than a watlesiness that consists of certain passive dimgeactivities).

I nformation with Respect to Foreign Financial Assets

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
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U.S.$50,000 on the last day of the taxable yeald.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 thresholdwemsomay apply. “Specified foreign financial assétslude any

financial accounts maintained by foreign finanamstitutions, as well as any of the following, lanly if they are

not held in accounts maintained by certain findrinstitutions: (i) stocks and securities issuedilon-U.S. persons,
(ii) financial instruments and contracts held fovestment that have non-U.S. issuers or countéspaend

(iii) interests in non-U.S. entities. The Notes nimgytreated as specified foreign financial 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.rlddecome tax, including withholding tax, if patd a “non-U.S.
Holder,” as defined above, unless the interesffectvely connected with such non-U.S. Holder'sidact of a
trade or business within the United States (an@nifincome tax treaty applies, the interest ishattable to a
permanent establishment maintained by such nondbfler 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. Holderithatcorporation may, in certain circumstances) béssubject to
an additional “branch profits tax” in respect ofyauch effectively connected interest income culyemposed at a
30% rate (or, if attributable to a permanent esdhbient maintained by such non-U.S. Holder witthia United
States, a lower rate under an applicable tax freaty

Sale, Exchange, Retirement or Other Taxable Disposition of a Note

Subject to the discussion below of backup withimadia non-U.S. Holder generally will not be subjexct
U.S. federal income or withholding tax on any ge#alized on the sale, exchange, retirement or dthable
disposition of a Note unless: (1) the gain is é¢ftety connected with the conduct by such non-UHSlder of a
trade or business within the United States (andinifincome tax treaty applies, the gain is attablg to a
permanent establishment maintained by such non-Hdier within the United States), or (2) such nas.
Holder is a nonresident alien individual, who isgent in the United States for 183 or more daykédrtaxable year
of the disposition and certain other conditions aret. Non-U.S. Holders who are described underafigve
generally will be subject to U.S. federal income t@ such gain in the same manner as a U.S. Halaér if the
non-U.S. Holder is a foreign corporation, such kolthay also be subject to the branch profits tadessribed
above. Non-U.S. Holders described under (2) abeverglly will be subject to a flat 30% tax on thengderived
from the sale, exchange, retirement or other taxdisposition of Notes, which may be offset by aiert).S. capital
losses (notwithstanding the fact that such holdenat considered a U.S. resident for U.S. federebme tax
purposes). Any amount attributable to accrued hpaid interest on the Notes generally will be &dah the same
manner as payments of interest, as described almuler “—Payments of Interest and Additional Amounts

Backup Withholding and Information Reporting

In general, information reporting requirements \aliply to payments of principal of and interest angt
Additional Amounts on the Notes to non-corporat8.UHolders if such payments are made within theddnbtates
or by or through a custodian or nominee that i&)&" Controlled Person,” as defined below. Backughivolding
will apply to such payments if a U.S. Holder fditsprovide an accurate taxpayer identification nemdr, in the
case of interest payments and the accrual of stiefials to certify that it is not subject to bagkwithholding or is
notified by the IRS that it has failed to report iaterest and dividends required to be shown erlJitS. federal
income tax returns.

Non-U.S. Holders are generally exempt from thegséhalding 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-tb8. Holder
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holds a Note through a foreign partnership, thesgfication procedures would generally be apptieduch holder
as a partner. The payment of proceeds of a satedamption of Notes effected at the U.S. officeadbroker
generally will be subject to the information refogt and backup withholding rules, unless such ndd-Wolder
establishes an exemption. In addition, the inforomateporting rules will apply to payments of preds of a sale or
redemption effected at a non-U.S. office of a brakat is a U.S. Controlled Person, as definedvbelmless the
broker has documentary evidence that the holddoeaeficial owner is not a U.S. Holder (and has ntwal
knowledge or reason to know to the contrary) orttbleler or beneficial owner otherwise establistreexemption.

As used herein, the term “U.S. Controlled Persopans:

a “United States person;”
» a controlled foreign corporation for U.S. federatome tax purposes;

* anon-U.S. person 50% or more of whose gross ingsrderived for tax purposes from the conduct
of a U.S. trade or business for a specified thesa-period; or

* anon-U.S. partnership in which United States pesdwld more than 50% of the income or capital
interests or which is engaged in the conduct of& Wade or business.

Backup withholding is not an additional tax. Any@mts withheld under the backup withholding rutesf a

payment to a holder of a Note generally will b@akd as a refund or a credit against the holdeiS teéderal
income tax liability as long as the holder provitles required information to the IRS in a timelyrmaer.
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VALIDITY OF THE NOTES

The validity of the Notes will be passed upon omaleof the Republic by th€oordinador General
Juridico of the Ministry of Economy and Finance of the RdmjtEcuadorian counsel to the Republic, and by
Hogan Lovells US LLP, U.S. counsel to the Repuliiite validity of the Notes will be passed upon ehdif of the
Initial Purchasers by Clifford Chance US LLP, UcBunsel to the Initial Purchasers and by Pérezdumtte &
Ponce, Ecuadorian counsel to the Initial Purchagesdo all matters of Ecuadorian law, Hogan LovellS LLP
will rely on the opinion of theCoordinador General Juridicaf the Ministry of Economy and Finance of the
Republic, and Clifford Chance US LLP will rely uptre opinion of Pérez Bustamante & Ponce.

In connection with the issuance of the Notes Atterney General will issue a “Pronouncement” itatien
to each of the Indenture, the Purchase AgreemehthenNotes which will constitute the required autrations for
the Ministry of Economy and Finance to be ablegrea to the laws of the State of New York as the=gang law
of the Indenture, the Purchase Agreement and thiesNas well as the submission to arbitration |gfomis set out
therein.

Local counsel to the Initial Purchasers have cordit that the provision of the legal opinion frone th

Coordinador General Juridicof the Ministry of Economy and Finance and thenBumcement are fully compliant
from an Ecuadorian law perspective.

190



GENERAL INFORMATION

1. The Regulation S Global Notes and the RestriGtiethal Notes have been accepted for clearance
and settlement through Euroclear and Clearstreamerhbourg. The common codes for the Regulation ébabl
Note and the Restricted Global Note correspondmghe U.S.$2,500,000,000 8.875% Notes due 2027 are
170704126 and 170704142, respectively, and therniatienal Securities Identification Numbers for the
Regulation S Global Note and the Restricted Gldate corresponding to the U.S.$2,500,000,000 8.8R&fies
due 2027 are XS1707041262 and XS1707041429, tesggc

2. The Republic has obtained all necessary consampsovals and authorizations in the Republic of
Ecuador in connection with the issue and perforraasfdhe Notes. The issue of the Notes was authary the
Republic’s Debt and Finance Committee under ActsoRgiva No. 017 dated October 18, 2017.

3. The Republic is involved in certain litigatiomda administrative arbitration proceedings. See
“Legal Proceedings.”

4. On November 23, 2016, Moody's Investors Serveffirmed the Republic’s long-term
Government bond ratings at “B3” with a “stable ool.” On September 30, 2016, Standard & Poor’s rgati
Services affirmed the Republic’s foreign long-tegsuer rating at “B” with a “stable outlook.” OnnRi129, 2017,
Standard & Poor’s Ratings Services revised the Blepsi foreign long-term issuer rating to “B-" aradfirmed the
“stable” rating outlook. On September 6, 2016, Republic’'s long-term foreign currency issuer defaating by
Fitch Ratings was affirmed at “B,” but the ratingtlook was revised from “stable” to “negative.” @mgust 25,
2017, Fitch Ratings affirmed the Republic's longxieforeign currency issuer default rating at “B”thvia
“negative” rating outlook.

Ratings are not a recommendation to purchase, drotetll securities and may be changed, suspended or
withdrawn at any time. The Republic’s current rgtirand the rating outlooks currently assigned @oRkpublic are
dependent upon economic conditions and other fadfecting credit risk that are outside the cdnofothe
Republic. Any adverse change in the Republic’'sitratings could adversely affect the trading prfimethe Notes.
Each rating should be evaluated independently efothers. Detailed explanations of the ratings beybtained
from the rating agencies.

5. Application has been made to list the Notes lom ©fficial List of the Luxembourg Stock
Exchange and to have the Notes admitted to tramlinpe Euro MTF Market. So long as any of the Naireslisted
on the Luxembourg Stock Exchange, the Republicmdintain a paying agent and transfer agent in inbairg.
6. Copies of the following documents may be obtajnieee of charge, on any business day
(Saturdays, Sundays and public holidays excepteitheaoffice of the Paying Agent in Luxembourg end as any
of the Notes are listed on the Luxembourg StockhBrge:
(a) the Indenture incorporating the forms of GloKates;

(b) this Offering Circular;

(c) copies of the 2008 Constitution, and the Legigé Decrees of the Republic referred to
in paragraph 2 above (in Spanish); and

(d) copies of the Republic’'s consolidated publictsefiscal accounts for the last calendar
year (as and when available in English).

7. Other than as disclosed herein, including inftiom that has been updated as of October 18,

2017, there has been no material adverse chartge iimancial condition of the Republic which isteréal in the
context of the issue of the Notes.
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8. Save as disclosed in “Legal Proceedings,” tlepuRlic is not involved in any litigation or
arbitration proceeding relating to claims or amsunhich are material in the context of the issuéhefNotes nor,
as far as the Republic is aware, is any litigapending or threatened.
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