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LISTING MEMORANDUM

Bolivarian Republic of Venezuela
U.S.$2,000,000,000 9.00% Bonds due 2023 (the “Bonds due 2023")

U.S.$2,000,000,000 9.25% Bonds due 2028 (the “Bonds due 2028")

The Bonds due 2023 will bear interest at the r&®& @0% per annum, accruing from May 7, 2008 anltipely interest on May 7
and November 7 of each year, commencing Novemb2008. The Bonds due 2023 will mature on May 230

The Bonds due 2028 will bear interest at the ra®& 26% per annum, accruing from May 7, 2008 anltipely interest on May 7
and November 7 of each year, commencing Novemb2008. The Bonds due 2028 will mature on May 280

Neither the Bonds due 2023 nor the Bonds due 282éh(of the Bonds due 2023 and the Bonds due 2£18§ keferred to
herein as a “Series” of Bonds and collectivelytas‘Bonds”) are redeemable prior to maturity or enditled to the benefit of
any sinking fund. The Bonds are direct, uncondaicand unsecured obligations of the Bolivarian utdip of Venezuela (the
“Republic” or “Venezuela”). Venezuela has appltedist the Bonds on the Official List of the Luxbourg Stock Exchange
(the “Exchange”) and to trade the Bonds on the BAif¢- market of the Exchange. This Listing Memornamdconstitutes a
prospectus for the purposes of the Luxembourg latediJuly 10, 2005 on Prospectuses for Securities.

The Bonds are designated Collective Action Seasritind, as such, contain provisions regardingdunadifications to their
terms that differ from those applicable to a sufiséhportion of Venezuela’'s outstanding publiauiss of capital market
indebtedness. Under these provisions, which aserithed in the section entitled “Description of @ends—Meetings and
Amendments” in this Listing Memorandum, Venezuelyramend the payment provisions and certain otlrerst of the Bonds
with the consent of the holders of 75% of the aggte principal amount outstanding of the Bonds.

The provisions relating to events of default in Bands differ from those contained in the subsgmtiajority of its other
outstanding public issues of Venezuela's capitaketandebtedness in that the Bonds do not coraaiavent of default
provision that would be triggered if Venezuela wereease at a future date to maintain its memigemshhe International
Monetary Fund (“IMF”) or to cease to be eligibleuse the general resources of the IMF.

Issue Price:
Bonds due 2023: 115%

Bonds due 2028: 115%
in each case, plus accrued interest, if any, froay ¥, 2008

Delivery of the Bonds is expected to be made on Ma3008 through the book-entry facilities of Theddsitary Trust Company
(“DTC") and its direct and indirect participantxinding Euroclear Bank SA/NV (“Euroclear”) and Glsieam Banking,
société anonymg@Clearstream, Luxembourg”).

See “Risk Factors” beginning on page 5 to read abogertain risks you should consider before investig in the Bonds.
You should read this Listing Memorandum carefuléfdre you invest.

The Bonds have not been, and will not be, registedaunder the United States Securities Act of 1933samended (the
“Securities Act”), or with any securities regulatory authority of any state or other jurisdiction of the United States and
are subject to United States tax law requirementsThe Bonds are being offered outside the United St in accordance
with Regulation S under the Securities Act (“Reguldon S”) and may not be offered, sold or deliveredvithin the United
States or to, or for the account or benefit of, U.ersons as defined in Regulation S except to perss in offshore
transactions in reliance on Regulation S. This Lttng Memorandum has been prepared by the Republicaely for use in
connection with the offer and sale of the Bonds osiide the United States pursuant to Regulation S.

Deutsche Bank Securities Barclays Capital

This Listing Memorandum is dated as of May 9, 2008.
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You should rely only on the information contained i this Listing Memorandum. The Republic has not
authorized anyone to provide you with different oradditional information. The Republic is not makingan
offer of the Bonds in any jurisdiction where the ofer or sale is not permitted. You should not assumthat the
information provided by this Listing Memorandum is accurate as of any date other than the date on tHeont
of this Listing Memorandum. The financial condition and prospects of the Republic may have changedse

that date.
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ABOUT THIS LISTING MEMORANDUM

The Republic, having made all reasonable inquidesfirms that this Listing Memorandum contains all
information with respect to the Republic and then8®which is material in the context of the issné affering of
the Bonds, that such information is true and adeuraall material respects and is not misleadihgt the opinions
and intentions expressed herein are honestly halge been reached after considering all relevaotigistances
and are based on reasonable assumptions, antbtkia, best of the Republic’s knowledge and beliedre are no
other facts the omission of which would make arghsaformation or the expression of any such opisiand
intentions materially misleading. The Republiceguts responsibility accordingly.

Neither of Deutsche Bank Securities, Inc. or BarglBank PLC (together the “Dealer Managers”) mak®@s
representation or warranty, express or impliedpabe accuracy or completeness of this informatéon nothing
contained in this Listing Memorandum is, or sha&lrblied upon as, a promise or representation, lvenets to the
past or the future. The Dealer Managers havenutggendently verified any of such information anésinot
assume any responsibility for its accuracy or catgrless. The Dealer Managers do not warrant thatvents
have occurred that have not yet been publicly dsadl by the Republic and that would affect the aaguor
completeness of the information concerning the Répincluded herein. Each person receiving thigihg
Memorandum acknowledges that (i) such person hiasehied on the Dealer Managers or any personiatitl with
the Dealer Managers in connection with its invesdtan of the accuracy of such information or itgdstment
decision, and (i) no person has been authorizejiv® any information or to make any representationcerning
the Republic or the Bonds other than as contaireeim and, if given or made, any such other infdiomaor
representation by such persons should not be repied as having been authorized by or made on behtile
Republic or the Dealer Managers.

This Listing Memorandum does not constitute anraffeor an invitation by or on behalf of the Refpalor the
Dealer Managers to purchase, any of the Bonds. Ligtieg Memorandum may only be used for the pugsdsr
which it has been published. The distributionhi$ tListing Memorandum and the offer and sale efBlonds in
certain jurisdictions may be restricted by law.rd@@s into whose possession this Listing Memorandomes are
required by the Republic and the Dealer Manageisfétosm themselves about and to observe any sisthiggons.
For a description of certain further restrictionsaffers and sales of the Bonds and distributiothisf Listing
Memorandum, see “Dealer Managers”.

References to the “Republic” or “Venezuela” arghe Bolivarian Republic of Venezuela.

The Republic is a foreign sovereign state. Consetly it may be difficult for investors to obtadm realize upon
judgments of courts in the United States agairesRapublic. See “Enforcement of Civil Liabilitieahd “Risk
Factors—Legal Status and Enforcement” in this hgtMemorandum.

Effective January 1, 2008, the currency of Veneatnls been converted to the Bolivar Fuerte, eatihdd-uerte
representing one thousand Bolivares. Unless otkerspecified or the context requires, referenoedallars”,
“U.S. dollars”, “U.S.$” and “US$" are to United $¢& dollars, references to “Bolivares” and “Bsé &
Venezuelan Bolivares, references to “Bolivar Fueatel “Bs.F” are to the currency of Venezuela idtioed
effective January 1, 2008 in replacement of Bolgareferences to “Euro”, “EUR” an&™ are to the lawful
currency of the European Union, references to ¥'ta Japanese yen, and references to “bpd” drartels per
day. As used in this Listing Memorandum, the tépitlion” means one thousand million, or 1,000,00@0, and
the term “trillion” means one thousand billion, h000,000,000,000. Historical amounts translatéal Bolivares
or U.S. dollars have been converted at historigis of exchange, unless otherwise stated. Uothsswise noted
herein, all references to Venezuelan Bolivares tef@ominal Bolivares. All references to Bolivaeuerte refer to
nominal Bolivares Fuerte. Certain amounts thaeapn this Listing Memorandum have been roundedése of
presentation. Accordingly, figures shown as toialsertain tables may not represent an arithmiegiggregation of
the amounts that precede them.



FORWARD-LOOKING STATEMENTS

This Listing Memorandum contains forward-lookingtsiments. Statements that are not historical,famtkiding
statements about Venezuela’s beliefs and expexstatise forward-looking statements. Specificallgrds such as
“anticipates”, “estimates”, “expects”, “intends’hlans”, “seeks”, “believes” and “will’, and wordsid terms of
similar substance used in connection with any disicin of future economic, social or political demhents,
identify forward-looking statements. These statets@re based on current plans, objectives, estgraid
projections and you should not place undue reliamcthem. Forward-looking statements speak onlyf élse date
they are made, and Venezuela undertakes no olligatiupdate any of them in light of new informatiar future

events. Forward-looking statements include, beitrent limited to:

*  Venezuela's statements regarding its prospectsdotinued political stability;

*  Venezuela’s plans with respect to the implementatibits economic plan;

*  Venezuela’'s outlook for inflation, interest ratewlats fiscal accounts; and

*  Venezuela’s success in the development of the etroipum sectors of its economy.
Forward-looking statements involve inherent risk&nezuela cautions you that many factors coulelcathe future
performance of the Venezuelan economy. Theserfattolude, but are not limited to:

External factors, such as:
. higher international interest rates, which couldr@ase Venezuela's debt service requirements and
require a shift in budgetary expenditures towarditimhal debt service;

. lower oil prices, which could decrease Venezudiatsal and foreign exchange revenues and could
negatively affect Venezuela’s tax receipts, thabe¢ of payments and the level of international
reserves;

. recession or low growth in Venezuela’s trading pars, which could lead to fewer exports from
Venezuela and, therefore, affect Venezuela’s growth

. damage to the international capital markets forrging markets issuers caused by economic
conditions in other emerging markets and the irggonal capital markets generally, which could
affect Venezuela’s ability to engage in planneddoemng;

. changes in import tariffs and exchange rates adrotbuntries, which could harm Venezuelan
exporters and, as a consequence, have a negapeetion the growth of Venezuela’'s economy;

. changes in the international prices of commodithes)

. a deterioration in relations between Venezuelaathdr countries in the region or other disruptitms
its international relations.

Internal factors, such as:

» the effect of the Venezuelan Government’s exchaogérol regime on the ability of domestic and
international businesses to obtain foreign currengyay for imported goods and raw materials, as
well as Venezuela’s ability to continue to attrioeeign investment;

» the Venezuelan Government’s ability to pass legiatan support of Venezuela’s economic plan, as
well as public support for legislation that hasieeacted as part of Venezuela's economic plan;

» the stability of the banking system;

. general economic and business conditions in Verazineluding a decline in foreign direct and
portfolio investment, high domestic inflation, higbmestic interest rates and volatile unemployment
levels, each of which could lead to lower levelgadwth, lower international reserves and dimintgshe
access of both the government and Venezuelan lasgiado international capital markets;



the Venezuelan Government's ability to containatifinary pressures in the economy;
foreign currency reserves; and

the level of domestic debt.



ENFORCEMENT OF CIVIL LIABILITIES

Venezuela is a foreign state. As a result, you n@ybe able to effect service of process withm thnited States
against Venezuela or enforce against Venezuelanjadts in the courts of the United States predicatethe civil
liability provisions of the federal or state seties laws of the United States. Venezuela hasedgie submit to the
jurisdiction of United States federal and New Ystlte courts located in the Borough of ManhattawNork,
New York, the courts of England located in Londowl éhe courts of Venezuela located in Caracashasdvaived
some immunities and defenses in actions that niighirought against Venezuela with respect to thedBo Under
Venezuelan law, neither Venezuela nor any of Veeakrs property have any immunity from the juriséict of any
court or from set-off or any legal process (whettmeough service or notice, attachment prior tagjuent,
attachment in aid of execution of judgment, exexutr otherwise), except that Venezuela, as wellerezuela’'s
properties located in Venezuela, have immunity fegtioff, attachment prior to judgment, attachmeratid of
execution of judgment and execution of a judgmeradtions and proceedings in Venezuela.



RISK FACTORS

This section describes certain risks associatet imiesting in the Bonds. You should consult ymamicial and legal
advisors about the risk of investing in the BontEnezuela disclaims any responsibility for adviging on these matters.
Investors are urged to read carefully the entiretyhis Listing Memorandum and to note, in partazuthe following
considerations.

Social and Political Risks

In prior years, events in Venezuela produced sicamtt social and political tensions, which couldraen and have a
material adverse effect on Venezuela’'s economiwifrand its ability to service its public debt.

Since 2001, the Republic has experienced frequenmigs of political and social turmoil involvingasps that oppose and
those that support the Chavez administration. pril002, a group of high ranking military officepublicly refused to
recognize President Chavez's authority and detaimdn the Presidential Palace, effecting a beip d’etat Between
December 2001 and February 2003, certain groupssgapto the Chavez administration staged four nadie work
stoppages to protest against actions taken by évei@ment, the last of which involved the operatiofPetrdleos de
VenezuelaS.A.(or “PDVSA”) and lasted between December 2, 2082 Bebruary 3, 2003. The inclusion of part of dile
sector in this general work stoppage severely tegbpil production but failed to achieve its primabjective of removing
President Chavez from power.

The most recent elections for state and local iafiovere held on October 31, 2004. Candidatesatggh by President
Chéavez won 21 of the 23 gubernatorial elections;tito remaining governorships were retained by sjijpm parties. On
December 4, 2005, elections were held for the Bifssin theéAsamblea Naciongkhe “National Assembly”). On
December 1, 2005, the principal opposition paiiesounced that their candidates would not partieipathe elections.
The electoral authorities reported that approxitya26% of those eligible to vote participated ie thlections. President
Chavez’s political partyMovimiento Quinta Republicar MVR, won 121 seats and other parties alignéd the Chavez
administration won the remaining seats.

On December 3, 2006, President Chavez was re-dl€rtsident for a six-year term, capturing 62 &%he vote. Upon
his re-election, in December 2006 President Chavegosed to the group of political parties aligméth his
administration the creation of a unified sociafistitical party,Partido Socialista Unido de Venezueta PSUV. PSUV
will be open to new members after the official ¢i@a of the party, which is anticipated to occuridg the first half of
2008. As of December 2007, six political partiesl fipined PSUV. PSUV will be one of many politipalrties in
Venezuela.

On August 15, 2007, President Chavez submittedetdNational Assembly a proposal to amend certamigions in a
number of articles of Venezuela’s existing constitu (the “1999 Constitution”) in accordance wittopedures contained
in the 1999 Constitution. In addition to the prepd amendments to the 1999 Constitution submitfeeresident Chavez,
members of the National Assembly have proposediaddi changes. The National Assembly approvedgtbeosed
amendments at the requisite three separate disogsand called for a referendum to be held on Deeer®, 2007 to
decide on whether to approve or disapprove of thpgsed amendments. According to the figures amcedi by
Venezuela’'s National Electoral Council, or CNE, apimately 50.8% of the voters rejected the changeke 1999
Constitution proposed by President Chavez and appately 51.1% of the voters rejected the reformappsed by the
National Assembly. As a result, under Venezuelanteral law, neither set of proposals was apprdwethe voters.

On March 2, 2008, President Chavez announced ameneof troops towards Venezuela’s border with @dd@a and on
March 3, 2008 announced the suspension of diplemalitions with Colombia as a result of the incursy the

Colombian military into Ecuador and the killing Bplombian military forces of certain members of Eheerzas Armadas
Revolucionarias de Colombiag=ARC, including one of its leaders. During 20C6lombia was among Venezuela’s largest
trading partners. On March 7, 2008, the governmeftéenezuela, Colombia and Ecuador announceddutés of their
political disputes and restitution of normal diplatic and trade relations as part of a diplomatissioin led by the
Organization of American States. Any similar or ngelitical disputes between Venezuela and Colorobidd have

adverse consequences on the Venezuelan economy.

Venezuela's regional elections for mayors and gowes of all cities and states are scheduled to pédee on November
23, 2008.



There can be no assurance that the significant giieriastability that existed during the periodsvieen 2001 to 2004 will
not re-emerge. Such instability could have a nitadverse effect on Venezuela's economic growthits ability to
service its public debt.

Economic Risks
Certain economic risks are inherent in any investhiie an emerging market.

Investing in an emerging market economy such ase¥eela carries certain economic risks which maglifferent from
that of more developed economies. These risksidiececonomic instability that may affect Venezuektonomic results.
Economic instability in Venezuela and in other hadimerican and emerging market countries has baesed by many
different factors, including the following:

« high levels of inflation;

» exchange controls;

« high interest rates;

» changes in currency values;

» wage and price controls;

» changes in economic or tax policies; and
« the imposition of trade barriers.

Any of these factors, as well as volatility in tmarkets for securities similar to the Bonds, mayeaisely affect the
liquidity of, and trading markets for the Bonds.

Foreign Exchange Control Regime

A devaluation of the Bolivar Fuerte could have aenal adverse effect on the Venezuelan economytsiadbility to
service its public debt.

The Republic suspended foreign exchange tradintponary 23, 2003 in response to a significant @éserén the amount
of foreign currency generated from the sale oboill an extraordinary increase in the demand fa&idorcurrency which
combined to produce a decline in the level of te@dblic’'s international reserves. On February@®3, the Government
adopted a series of exchange agreements, decréesgations establishing a new exchange cordigilme. The Foreign
Currency Administration Commission (“CADIVI"), admisters, manages and controls the new exchangeotosgime.
Purchases and sales of foreign currencies areatizett in Banco Central. The Ministry of Populawir for Finance (the
“Ministry of Finance”), together with Banco Central in charge of setting the exchange rate wiipeet to the U.S. dollar
and other currencies.

On February 5, 2003, the Ministry of Finance anai@®&aCentral fixed the U.S. dollar exchange ratBsai,596 =
U.S.$1.00 for purchase operations and Bs.1,6005-81.00 for sale operations. The exchange ratdhépayment of the
public foreign debt was set at Bs.1,600 = U.S.$&f€ctive February 10, 2003.

On February 9, 2004, the Ministry of Finance anai@aCentral changed the U.S. dollar exchange oaBs11,915.20 =
U.S.$1.00 for purchase operations and Bs.1,920.005-$1.00 for sale operations. The exchangefoatine payment of
external public debt was set at Bs.1,920.00 = U.8Gh

On March 2, 2005, the Ministry of Finance and Ba@emtral further modified the U.S. dollar exchamngee to Bs.2,144.60
= U.S.$1.00 for purchase operations and Bs.2,1581005.$1.00 for sale operations. The exchangefaatthe payment of
external public debt was also set at Bs.2,150.00S:$1.00.

Effective January 1, 2008, the currency of Veneains been converted to the Bolivar Fuerte, whaphesents one
thousand Bolivares. Accordingly, from that date thS. dollar exchange rate has been set at Bs@&= U.S.$1.0€0r
purchase operations and Bs.F 2.15 = U.S.$1.00aferaperations.

Venezuela cannot assure you that the Bolivar Fuélt@ot devalue in the future. Depreciation bétBolivar Fuerte could
have a material adverse effect on Venezuelan coiepand financial institutions, which could advéysxfect the
Venezuelan economy and in turn, the Republic’stgit service its public debt and the market paé¢¢he Bonds.



Sovereign Credit Rating
Changes in Venezuela's credit ratings may advers#ct the value of the Bonds.

In September 2004, Moody'’s Investor Services assign“B2” rating with a “stable” outlook with resgeo the
Republic’s long-term foreign currency-denominatethid

In November 2005, Fitch raised its rating for thepRblic’s foreign currency-denominated debt from-"Bo “BB-" citing
improvement in external debt and liquidity as autesf sound oil revenues. In October 2007, Fitahits outlook on
Venezuela’'s foreign currency-denominated debt gatiam “stable” to “negative” citing an increasigginsustainable
macroeconomic policy framework. In October 200ifcHalso revised its outlook on PDVSA'’s long-tefoneign and
local currency rating to “negative”.

In February 2006, Standard & Poor’s raised Venezgdbreign currency debt rating from “B+” to “BB-titing economic
growth and stronger international reserves. In Bet®006, Standard & Poor’s lifted its outlook oanézuela’s sovereign
debt from “stable” to “positive” citing the contrition of high oil prices to the continued improverhan Venezuela's debt
indicators. In January 2007, Standard & Poor’s ifiedl its outlook on Venezuela’'s sovereign debtrirtpositive” to
“stable” citing increased uncertainty with respecgovernment policy.

The information above was obtained from informatamailable on the websites of the rating agencies.
Any actual or anticipated changes or downgradégimezuela’s credit ratings could affect the masiedtie of the Bonds.
Oil Dependency

Any sustained decline in international petroleuritg@s, and disputes with former joint venture parsneould have a
material adverse effect on the Venezuelan econadhytsfiscal accounts.

The Republic, a member of the Organization of terdfeum Exporting Countries (“OPEC"), is the wdsldiinth-largest
oil producer and fifth-largest oil exporter. Theusture of the Venezuelan fiscal system has bégiyhdependent on
petroleum revenues. From 2003 through 2007, patrolproducts accounted for an average of approgiyn86.0% of the
Republic’s total exports. During the same pericetr@eum revenues accounted for an average of ajppately 44.6% of
the Republic’s total Central Government revenuektae petroleum sector accounted for an averagpmfoximately
15.5% of Venezuela's gross domestic product, or GDP

The average petroleum export price for the Venezubhsket in 2007 was U.S.$64.95 per barrel, coeapiar U.S.$56.40
per barrel for 2006. There can be no assurand¢é3b@ernment revenues from petroleum activitie$ mok experience
fluctuations as a result of changes in the intéonat petroleum market. Any sustained declinenterinational petroleum
prices could adversely affect the Government’sdisccounts and international reserves. Additign&enezuelan
petroleum production capacity may decrease if teeasary capital expenditures are not allocatéuigsector.

In February 2007, President Chavez issued a lawedamder the authority conferred by the 2007 BEnghilaw, pursuant
to which existing Orinoco Belt projects, namelymetiata, Sincor, Cerro Negro and Hamaca, were redjid be
converted int&Empresas Mixtgsor Mixed Companies, in whioBorporacién Venezolana del Petrélem CVP, a PDVSA
wholly-owned subsidiary, or another PDVSA subsigidmolds an equity interest of at least 60% in agance with the
Hydrocarbons Law. Pursuant to this law-decree, a&ipes of the Orinoco Belt project will become Mix€dmpanies, with
PDVSA becoming the majority owner of the operatiofise Ministry of Energy and Petroleum is requitednake a
valuation of each new Mixed Company in order teedeaine the fair participation of the PDVSA subsigtiand to provide
any economic or financial adjustment as neces3édny.law-decree also provided that existing prdigwing agreements for
the exploration of th&olfo de Paria Oestésolfo de Paria Estand the blocks known as La Ceiba, as welD&fuels
Sinovensa, S.Amust be converted into Mixed Companies.

In May 2007, CVP completed the acquisition proceisls respect to the four Orinoco Belt strategicamsations,
Petrozuata, Sincor, Cerro Negro and Hamaca. In 206, Chevron Texaco, Statoil, Total, BP, Eni gAI), Petroleum
& Chemical Corp (Sinopec), and Ineparia agreedtovert their participations in the four Orinoco Bilt projects into
Mixed Companies controlled by PDVSA, increasing FIs average participation in the projects to 78&the same
month, Moody’s downgraded its credit rating on @erro Negro project from B1 to B3, and in June 20@dody’s



downgraded its credit ratings on the remainingdhWenezuelan heavy oil projects (Hamaca, PetroaradeSincor) from
B1 to B2.

ExxonMobil and ConocoPhillips, the majority partmén theCerro NegroandPetrozuatgprojects, respectively, have
failed to reach a financial agreement with PDVS@ameling the required sale of their ownership irteseAs a result, an
ExxonMobil affiliate filed a request for arbitrationith the International Centre for Settlementmfdstment Disputes, or
ICSID, as a result of it having been unable to sasfully negotiate the terms of, or agree on theevaf, the assets in the
Cerro Negroproject being transferred to the Republic. Priothie enactment of the law-decree, ExxonMobil hdd .@%
interest in theCerro Negroproject. On January 25, 2008 the ExxonMobil affdiaommenced an additional arbitration
under the rules of the International Chamber of Gurce.

On December 27, 2007 and January 8, 2008 the ExwrbiiMffiliate obtained from the U.S. District Cadior the Southern
District of New York an attachment order totalingS315 million against accounts of a PDVSA affdisand on January
25, 2008 the ExxonMobil affiliate obtained a freeyinjunction from the High Court of Justice in ldom preventing the
removal or non-ordinary course disposition of upt&.$12 billion in assets of PDVSA and its affiia in the United
Kingdom and the non-ordinary course dispositioato that amount of assets elsewhere in the waArltburt in the
Netherlands has issued an order relating to treziing of certain PDVSA assets in the Netherlandsianhe Netherlands
Antilles. On March 18, 2008 the High Court of Jesstin London lifted the U.S.$12 billion freeze erdwhich decision is
subject to appeal by ExxonMobil. There can be rsu@gice that ExxonMobil will not appeal the Londdigh Court of
Justice’s decision in order to reinstate the fremzier or that similar orders, attachments or infioms will not be issued
against PDVSA and/or any of its subsidiaries.

Legal Status and Enforcement
Venezuela is a foreign sovereign state and accghgdiih may be difficult to obtain or enforce judgme against it.

Venezuela is a foreign state. As a result, it matybe possible for investors to effect servicpmitess within their own
jurisdiction upon the Republic or to enforce agathe Republic judgments obtained in their owngdictions. Any such
restriction might have a negative impact both anlituidity of an investment in the Bonds and tkeef@rmance of an
investment in the Bonds.

Interest Rate Risks
Fluctuations in interest rates of the currency ihigh the Bonds are denominated may affect the magtee of the Bonds.

Investors in the Bonds should be aware that arsinvent in the Bonds may involve an interest ratk insofar as there
may be fluctuations in the interest rates of theency of denomination of the Bonds. Fluctuationsiterest rates of the
currency in which the Bonds are denominated magcathe market value of the Bonds. Such fluctuetimight have a
materially adverse impact both on the liquidityaofinvestment in the Bonds and on the performahea imvestment in
the Bonds.

Emerging Markets

Venezuela’'s economy is vulnerable to external shtitkt could be caused by significant economiacditfes suffered by
its major regional trading partners or by more geaié‘contagion” effects, which could have a matdradverse effect on
Venezuela's economic growth and its ability to enits public debt.

Investment in the emerging markets generally pasgreater degree of risk than investment in moreiraanarket
economies because the economies in the develomirld are more susceptible to destabilization résgfrom domestic
and international developments.

A significant decline in the economic growth of asfy\Wenezuela’s major trading partners, includihg tnited States,
could have a material adverse impact on Venezubkdance of trade and adversely affect Venezueledsiomic growth.
The United States is Venezuela's largest exporketarA decline in the United States’ demand fopamis could have a
material adverse effect on Venezuelan exports amke¥uela’s economic growth.

In addition, because international investors’ riean to the events occurring in one emerging mackentry sometimes
have demonstrated a “contagion” effect with respecither emerging market countries, in which atiremegion or class



of investment is disfavored by international ineest Venezuela could be affected by negative ecamonfinancial
developments in other emerging market countriesthé past, Venezuela has been adversely affegteddh contagion
effects on a number of occasions, including follagvihe 1997 Asian financial crisis, the 1998 Ruséiiaancial crisis and
the 1999 devaluation of the Brazilian real. Neeltss, Venezuela’s significant level of internagibreserves as well as
the current worldwide demand for petroleum prodweis be expected to reduce the effect of thesdamwents on
Venezuela in the short and medium terms.

There can be no assurance that a continuationcetexation of these crises or similar events woll negatively affect
investor confidence in emerging markets or the eatias of the principal countries in Latin Ameri@agluding the
Republic. In addition, there can be no assuramatethese events will not adversely affect the Réps economy and its
ability to raise capital in the external debt maskia the future.

Limited Trading Market for the Bonds

There is no established trading market for the Bomehd the price at which the Bonds will tradehia secondary market is
uncertain.

Application has been made to list the Bonds orCffieial List of the Exchange and to trade the Bsiwd the Euro MTF
market of the Exchange. The Republic has beersad\iy the Dealer Managers that they intend to raakearket in the
Bonds but are not obligated to do so and may disoem market making at any time without notice. &surance can be
given as to the liquidity of the trading market tbe Bonds. If an active market for the Bondssféil develop or continue,
this failure could harm the trading price of theri8s. Under the provisions of the Bonds, the Rapublpermitted to, and
may in its discretion, acquire the Bonds throughremarket purchase, tender or exchange transactibttse aggregate
principal amount of the Bonds outstanding is redutiee liquidity of any trading market for the reimag Bonds could be
adversely affected.



USE OF PROCEEDS

The net proceeds from the sale of the Bonds, déduction of the Dealer Managers’ commissions hrdet expenses
payable by the Republic (which are estimated tt) [#$8,325,000), will be approximately U.S.$4,5950800. The
Republic will use the net proceeds from the salthefBonds for the management of the Republic’s detifolio,
including debt repurchases, the extension of theuBkc’'s maturity profile and the financing of maties of existing debt.
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DESCRIPTION OF THE BONDS

The Bonds are to be issued under a fiscal agemegagnt, dated as of July 25, 2001 (as amendediisndment No. 1 to
the Fiscal Agency Agreement dated as of Septenthe2@3, Amendment No. 2 to the Fiscal Agency Agreet dated as
of March 25, 2005 and Amendment No. 3 to the Fisggncy Agreement dated as of December 17, 20@7Riscal
Agency Agreement”), among the Republic, Banco Geite Venezuela, as official financial agent of Republic, and
Deutsche Bank AG and Deutsche Bank Trust Compangritas (formerly Bankers Trust Company), as fisggnts and
principal paying agents. The following descripteummarizes certain terms of the Bonds and thelFAgency
Agreement. Such summaries do not purport to bepéetem and are qualified in their entirety by refere to such exhibits.

The Republic may replace the Fiscal Agent at amg tisubject to the appointment of a replacemecalifisgent. The Fiscal
Agent is not a trustee for the holders of the Bogmld does not have the same responsibilities eegitd act for such
holder as would a trustee. The Republic may meimtaposit accounts and conduct other banking actitns in the
ordinary course of business with the Fiscal Agent.

General Terms of the Bonds
The Bonds will:

* beissued in an aggregate principal amount of 12,800,000,000 in respect of the Bonds due 2023 and
U.S.$2,000,000,000 in respect of the Bonds due ;2028

* have an issue date of May 7, 2008;

» have an issue price of 115% of the principal amalug accrued interest, from May 7, 2008, if amydspect of the
Bonds due 2023 and 115% of the principal amourd pticrued interest, from May 7, 2008, if any, ispect of the
Bonds due 2028;

» be designated Type B “Collective Action Securitiagitler the Fiscal Agency Agreement, and as sudh¢avitain
provisions which are described in the sectiondledti—Meetings and Amendments” in this Listing Merandum.
Under these provisions, the Republic may, amongrdtitings, amend the payment provisions of eacteSef Bonds
and certain other terms with the consent of thelérs! of at least 75% of the aggregate principalarhoutstanding of
the relevant Series of Bonds;

* not contain an Event of Default provision that wbbk triggered if Venezuela were to cease at adulate to
maintain its membership in the IMF or cease tollggbde to use the general resources of the IMF;

* not be redeemable before maturity and not be edttth the benefit of any sinking fund;

e upon issuance, be direct, unconditional and gemdgiations of the Republic and rank equally, withany
preference among themselves, with all other indbi®ss issued in accordance with the Fiscal Agempgdment and
with all other unsecured and unsubordinated Indbtegss of Venezuela;

» be registered in the name of a nominee of DTC andrded on, and transferred through, the recordstaiaed by
DTC and its direct and indirect participants, irthg Euroclear Bank SA/NV (“Euroclear”), and Cletsesam Banking,

société anonymgClearstream, Luxembourg”);

» beissued in fully registered form, without couporegjistered in the names of investors or their inees in
denominations of U.S.$100 and integral multiple®)d$.$100 in excess thereof; and

* be available in definitive form only under certéimited circumstances.
Status
The Bonds constitute Public External IndebtednésiseoRepublic and (subject to “—Negative Pledgdbié are direct,

unconditional, unsecured and general obligatiorth@Republic and shall at all times rgrekei passuand without any
preference among themselves. The payment obligatibthe Republic under the Bonds shall, savetich exceptions as
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may be provided by applicable legislation and stiije “—Negative Pledge” below, at all times rankestst equally with
all its other payment obligations relating to Exi@rPublic Debt (as defined below). The Repubdis pledged its full faith
and credit for the due and punctual payment cd@bunts due in respect of the Bonds.

Negative Pledge

So long as any Bond of a particular Series rem@uistanding (as defined in the Fiscal Agency Agrest)) if any Lien on
Oil or Accounts Receivable (other than a Permittigh) is created by the Republic, Banco Centramy Governmental
Agency to secure External Public Debt, the Repuliiccause such Lien to equally and ratably se¢hesobligations of
the Republic under such Series of the Bonds. Bgsgses of the Bonds, the following terms shallehtine following
meanings:

“Accounts Receivable” means accounts payable t&Républic, Banco Central or any Governmental Agancy
respect of the sale, lease or other provision gf\@iether or not yet earned by performance or dulesl to be
documented in the future pursuant to a contraekiatence on the relevant date.

“Bond Currency” means any of the following curressi Euros, Deutsche marks, Pounds sterling, U l&rdoSwiss
francs, Italian lire or French francs.

“Debt” means, with respect to any Person, the falhg (whether outstanding on the date hereof @ngttime
thereafter): (a) all indebtedness of such Persobdaowed money, or for the deferred purchaseepoicproperty or
services if and to the extent that the obligatmpay such purchase price is evidenced by an msint; (b) all
reimbursement obligations of such Person unden cgspect of letters of credit or banker’s accep¢an(c) all
obligations of such Person to repay deposits withdvances to such Person; (d) all obligationauohderson (other
than those specified in clauses (a) and (b) abevidenced by bonds, debentures, notes or othelasimstruments;
and (e) all direct or indirect guarantees, endossgmand similar obligations of such Person ineespf, and all
obligations (contingent or otherwise) of such Persppurchase or otherwise acquire, or otherwisesture a creditor
against loss in respect of, indebtedness or oliigaibf any other Person specified in clause £g),(€) or (d) above.

“Export” means any sale of Oil by any Person, idahg any sales to Persons owned or controlledctiyrer
indirectly, by any such seller, (i) in connectioitwwhich such Oil is transported from the Repulolidrom storage
facilities for Oil held for Export by any such Persoutside the Republic and (ii) which has not hemteded by any
sale of such Oil which constitutes an Export hedsun

“External Debt” means any Debt which is denominaiegayable, or which at the option of the holdereof may be
payable, in a currency other than Bolivares Fuertes

“External Public Debt” means, at any time, the Exa Debt of the public sector entities referredntd’itle | of the
Organic Law of the Financial Administration of tReblic Sector of the Republic, as in effect on Mag008,
including principal, interest and other amountsgidg in connection therewith.

“Financing Plan” means the Republic of Venezuel@dlBinancing Plan dated June 25, 1990, distribtaede
international banking community.

“Governmental Agency” means each agency, departmantstry, authority, statutory corporation or ettstatutory
body or juridical entity of the Republic or any fiiclal subdivision thereof or therein, now existiaghereafter created,
and any bank, corporation or other legal entity 5d9more of the capital or voting stock or othem@nship interest of
which is now or hereafter owned or controlled, dilgor indirectly, by the Republic, but excludiBgnco Central.

“Lien” means any lien, pledge, mortgage, securitgiiest, deed of trust, charge or other encumbranas with
respect to, or any preferential arrangement whashthe practical effect of constituting a secunitgrest with respect
to the payment of any obligation with or from thegeeds of, any asset or revenues of any kind.

“Oil” means hydrocarbons, their products and dens, in each case produced in the Republic, dexiji however,
that “Oil” shall not include Orimulsion®, produdt®m Orimulsion®, natural gas, coal and petrochexsic

“Operating Reserves” means, at any time, the v@atermined in accordance with the second sentefites
definition) of all of the following assets owned Banco Central at such time to the extent denomihat units of
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exchange other than Bolivares Fuertes (excludimg fsuch assets any assets which are subject #&ng (&)
currencies other than Bolivares Fuertes (excludperial drawing rights in the International MongtBund (the
“IMF”) and all funds received from the IMF); (b) pesits and credit balances with commercial findreiading
institutions, central banks of non-Venezuelan gorents or multilateral lending institutions whidle gpayable in any
of the Bond Currencies or currencies that are tgadinvertible into any of the Bond Currencies; dodmarketable
bonds, notes, certificates of deposit and otheigatibns issued by commercial financial instituspnon-Venezuelan
governments or multilateral lending institutionsighhare payable in any of the Bond Currencies orericies that are
readily convertible into any of the Bond Currenciésr the purposes of this definition: (i) thewalof an amount of
any currency other than Bolivares Fuertes at ang {5 the equivalent in U. S. dollars of such amiat such time
determined in accordance with the consistentlyiegmccounting practices of Banco Central; (ii) th&ie of a
deposit or credit balance referred to in sub-clgb3@bove at any time is the equivalent in U.Slade of the face
amount of such deposit or credit balance at sunh tetermined in accordance with the consistemied
accounting practices of Banco Central; and (ii@ #alue of a bond, note, certificate of deposibther obligation
referred to in sub-clause (c) above at any tinteeésequivalent in U.S. dollars of the fair markatue of such
obligation at such time determined in accordandé thie consistently applied accounting practiceBarico Central.

“Orimulsion®” means a liquid fuel consisting of @)natural bitumen of 7-10° API, (ii) water and)(&@ surfactant
which is added to stabilize the bitumen in the wataulsion.

“Permitted Lien” means a Lien on Oil or AccountscBiwable, if at the time of the creation of suckr.{the “New
Lien”):

(i)  Operating Reserves are greater than the sum of@inonths of imports into the Republic of goodd arrvices
(including interest payments with respect to Exa¢fPublic Debt) and (b) two months of principal pents with
respect to all of the bonds issued to implementihancing Plan and any other External Public Deltd by
commercial lending institutions (measured in eaa$econ the basis of imports and interest and pahgayments
during the preceding six months) (the availabitifysufficient Operating Reserves to be certifiedBanco
Central);

(i)  the aggregate principal amount of all External Rubkbt secured by Liens on Oil or Accounts Redsliza
(including the External Public Debt to be securgdhe New Lien and other External Public Debt to be
simultaneously secured by Liens on Oil or AccolRégeivable) paid, due or scheduled to fall dudéndurrent
calendar year, and the aggregate outstanding pehamount of all such External Public Debt schedub fall
due in each subsequent calendar year, is in eathysar less than an amount equivalent to 17.58eof
aggregate revenues from the Export of Oil durirey2B-month period preceding the creation of the Nam (the
amount of such External Public Debt to be certifigctBanco Central and the amount of such reverubs t
certified by the Republic); and

(i) the aggregate outstanding principal amount of sieEhal Public Debt secured by Liens on Oil or Aucts
Receivable (including the External Public Debt éodecured by the New Lien and other External Debit
simultaneously secured by Liens on Oil or AccolRégeivable) is less than an amount equivalent % &bthe
aggregate revenues from the Export of Oil durirey2B-month period preceding the creation of the Nem (the
amount of such External Public Debt to be certifigdBanco Central and the amount of such reverubs t
certified by the Republic);

provided that no New Lien will constitute a PeremittLien if such New Lien is created while thera idefault in the
payment of principal of or interest on a Serieshef Bonds or on any bonds issued to implement itheniging Plan,
unless the proceeds of the financing secured by Keev Lien are used to make or secure on a ratayis interest
and principal payments due with respect to sucieSef the Bonds; provided further that, notwitinstizg the
foregoing, a New Lien will constitute a Permitteiggh if () such New Lien arises pursuant to an oad@ttachment,
distraint or similar legal process arising in cooti@n with court proceedings so long as the exeocutir enforcement
thereof is effectively stayed and the claims settinereby are being contested in good faith by emate
proceedings, provided that such New Lien is releasalischarged within one year of its imposition(b) such New
Lien arises by operation of law (and not pursuardrty agreement) and has not been foreclosed ervatie enforced
against the Oil or Accounts Receivable to whichhsNew Lien applies.
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“Person” means any individual, corporation, parshgs, association, joint stock company, joint veatarust,
unincorporated organization or any other juridieatity, or a sovereign state or government or aygnay or political
subdivision thereof.

“Public External Indebtedness” means any Exterreditiissued in a public offering or private placetr&rsecurities
or other instruments of a type offered in capitalrkets, including, without limitation, any bondgdting rate notes,
commercial paper, certificates of deposit, debexstar other evidence of indebtedness.

Maturity
Bonds due 2023The Bonds due 2023 will mature on May 7, 2023.
Bonds due 2028The Bonds due 2028 will mature on May 7, 2028.
Interest

Bonds due 2023The Bonds due 2023 will bear interest from (araduding) May 7, 2008 at the rate of 9.00% perwmnn
payable semi-annually in arrears on May 7 and Ndyeri@ of each year, commencing on November 7, 2008.

Bonds due 2028The Bonds due 2028 will bear interest from (arduding) May 7, 2008 at the rate of 9.25% perwnn
payable semi-annually in arrears on May 7 and Ndoeri@ of each year, commencing on November 7, 2008.

Each of the Bonds will cease to bear interest filoendue date for redemption unless, upon due piasem payment of
principal is improperly withheld or refused. Whengerest is to be calculated in respect of a gewbich is equal to or
shorter than one year, it will be calculated onlihsis of a 360-day year, consisting of twelve 8@-thonths.

If the Republic shall fail to redeem the Bonds wklee, interest shall continue to accrue beyonditteedate until actual
redemption of the Bonds but not beyond the foutteeay after notice has been given by the Fiscamghat the funds
required for redemption have been provided to tised Agent.

Redemption and Purchase
The Bonds are not redeemable prior to their matutidpon maturity, the Bonds will be redeemableat

The Republic may at any time purchase Bonds iogesn market or otherwise at any price. Bonds msed by or on
behalf of the Republic may, at the discretion & Republic, be surrendered to the Fiscal Agentémicellation, held or
resold.

Payments and Agents

The principal of the Bonds will be payable in Udsllars against surrender of the Bonds at the Qatpadrrust Office of
the Fiscal Agent or, subject to applicable laws gegllations, upon surrender of the Bonds at tfieeobf any paying
agent. Payment of any installment of interest @oad will be made to the person in whose name 8aotd is registered
at the close of business on the Regular Record ibetediately preceding the related Interest Payrdate (as defined on
the face of the Bonds). “Regular Record Date” nseaith respect to any Interest Payment Date,ifteefth day prior to
such Interest Payment Date (whether or not a bssiday). Payment of such interest will be madehgck mailed to the
holder at such holder’s registered address or, @pmtication of any holder of at least U.S.$1,000,@rincipal amount of
Bonds to the Fiscal Agent or paying agent not ldtan the relevant Regular Record Date, by trarnsfarUnited States
dollar account maintained by such holder with akbariThe City of New York or Western Europe.

Any money that the Republic pays to the Fiscal Adgenpayment on any Bond that remains unclaimedvio years will
be returned to the Republic. Afterwards, the holifesuch Bond may look only to the Republic foypeent.

The Republic will agree that so long as any Bomdai@s outstanding, it will maintain a paying agena western
European city for payments on the Bonds (which ballLuxembourg if and so long as the Bonds aredisi the Official
List of the Luxembourg Stock Exchange and the rafesuch exchange so require), a registrar havisegified office at
the Corporate Trust Office of the Fiscal Agentagipg agent having a specified office in The Cit\New York and a
transfer agent in Luxembourg (if and so long asBbads are listed on the Official List of the Luxeourg Stock Exchange
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and the rules of such exchange so require). Tipailitie has initially appointed Deutsche Bank Ti@simpany Americas
and Deutsche Bank Luxembourg S.A., as paying agentdransfer agents for the Bonds. Subject tdaregoing, the
Republic shall have the right at any time to temagnany such appointment and to appoint any otiemta in such other
places as it may deem appropriate upon noticedordance with “—Notices” below and in accordancehwiite terms and
conditions set forth in the Fiscal Agency Agreement

Payments in respect of the Bonds shall be madecim soin or currency of the United States as atithe of payment shall
be legal tender for the payment of public and gewdebts.

In any case where a payment date shall not beiadsassday at any place of payment, then the retqaayment need not
be made on such date at such place, but may be anatie next succeeding day at such place whiatbigsiness day in
the applicable jurisdiction, with the same forcel affect as if made on the date for such payment,re additional interest
in respect of such payment date shall accrue ptriod from and after such payment date.

In acting under the Fiscal Agency Agreement ancbimnection with the Bonds, the Fiscal Agent andmzagigent are
acting solely as agents of the Republic and dasstime any obligation toward or relationship ofrageor trust for or

with the owner or holder of any bond except that famds held by any such agent for payment of [jpaloof or interest on
the Bonds shall be held in trust by it and apptisdet forth in the Bonds and Fiscal Agency Agregnand shall be
segregated from other funds held by it. For a deson of the duties, immunities and rights of fhiscal Agent and paying
agent under the Fiscal Agency Agreement, referenoede to the Fiscal Agency Agreement, and thiggatibns of the
Fiscal Agent and paying agent to the owners ordrsldf Bonds are subject to such immunities anttsig

Additional Amounts

Any and all payments by the Republic under the Bamrdn respect thereof shall be made free and ofeand without
deduction for any present or future taxes, levi@posts, deductions, charges or withholdings, dhidtarest, penalties or
other liabilities with respect thereto, imposedeyied at any time, excluding (i) in the case ofteholder, taxes imposed
or measured by its income or capital by the judgdin (or any political subdivision or taxing autfig of such jurisdiction
or any organization or federation of which suchgdiction is at any time a member) under the lafwslich such holder is
organized, (ii) in the case of each holder, targsased on or measured by its income or capitahbyurisdiction (or any
political subdivision or taxing authority of sualrisdiction or any organization or federation ofiefhsuch jurisdiction is at
any time a member) in which the principal placéwos$iness or residence (as the case may be) ohsldér is located,
including, without limitation, any jurisdiction iwhich such holder is, through an office or fixedq# of business, deemed
to be doing business or maintaining a permaneabkshment under any income tax treaty and (iliptier taxes imposed
by any jurisdiction (or any political subdivisiom taxing authority of such jurisdiction or any orgzation or federation of
which such jurisdiction is at any time a memberisaie the Republic except such taxes which ariserasult of action
taken by the Republic (all such non-excluded tabesdes, imposts, deductions, charges, withholderys liabilities being
called “Taxes” under the Bonds). If the Repubhalsbe required by law to deduct any Taxes frormaespect of any
sum payable under the Bonds or in respect theceary holder, (a) the Republic shall pay such #@mithl amounts
(“Additional Amounts”) as may be necessary so #ftdr making all required deductions for Taxesl(iding deductions
applicable to Additional Amounts payable under ttiause (a)) such holder receives an amount equbktsum it would
have received had no such deductions been madie(Bepublic will make such deductions and (c)Rleublic will pay
the full amount deducted to the relevant taxindhatity or other authority in accordance with appbte law.

Except as otherwise provided in the Bonds, the Bipwill pay (i) all stamp or other documentaryxés or duties, if any,
which may be imposed by the Republic, the Unitexdelt of America or any state or political subdivisthereof or taxing
authority therein with respect to the original isxaf the Bonds or the exchange of interests irgtblal Bonds for
definitive Bonds and (i) all other excise or progydaxes, charges or similar levies which arisariy jurisdiction from any
payment made hereunder or from the execution dvetglof, or otherwise with respect to, the Bonitig Fiscal Agency
Agreement, the Banco Central Undertaking or angottocument or instrument referred to in the Bomidis the Fiscal
Agency Agreement, excluding (in the case of the@déng sub-clause (ii)) any such taxes imposedigjuisdiction (or
any political subdivision or taxing authority ofcujurisdiction or any organization or federatidnadnich such jurisdiction
is at any time a member) outside the Republic exttese resulting from, or required to be paid émmection with, the
enforcement of the Bonds, the Fiscal Agency Agregntbe Banco Central Undertaking or any such otfteeument or
instrument following the occurrence of an Evenbeffault (all such non-excluded taxes, chargeswesedescribed in sub-
clauses (i) and (ii) above being called “Other T&xander the Bonds).
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The Republic will reimburse each holder for thd &mount of Taxes or Other Taxes (including withlbuitation, any
Taxes or Other Taxes imposed on amounts paid Bysoider or any liabilities (including penaltiestérest and
expenses)) arising therefrom or with respect tlienghether or not such Taxes or Other Taxes wemecty or legally
asserted. Each holder which wishes to claim renmsdrent for any such Taxes, Other Taxes or ligsliarising therefrom
or with respect thereto will notify the Republibi@ugh the Fiscal Agent) of its intention to pag game as promptly as
practicable and, if possible, prior to the datswth payment (such notice to describe such Taxber@axes or liabilities
in reasonable detail). Such reimbursement shathhde within 30 days from the date such holder maleenand therefor.

Within 30 days after the date of any payment oféBafbut in no event later than the date 45 dags Hfe date such Taxes
become due), the Republic will furnish to the Figegent the original (or a certified copy) of a edgt evidencing payment
thereof. The obligations of the Republic describrethis section shall survive the payment of ttoés.

Whenever there is mentioned, in any context, thengat of the principal of or interest on, or ingest of, a Bond, such
mention shall be deemed to include mention of ngent of Additional Amounts to the extent thatsirch context,
Additional Amounts are, were or would be payabledspect thereof pursuant to the provisions of $@stion, and express
mention of the payment of Additional Amounts (ifpdéipable) in any provisions hereof shall not be stoumed as excluding
Additional Amounts in those provisions hereof wheueh express mention is not made.

Events of Default
If any of the following events (“Events of Defaylghall occur and be continuing:

(a) the Republic fails to pay the principal amoofhtiny Bond of a particular Series when due andh $aiture
continues for a period of 30 days; or

(b) the Republic fails to pay interest or other amts due on any Bond when due and such failurdéroges for a
period of 30 days; or

(c) the Republic fails duly to perform or observe/derm or obligation contained in either Serieshaf Bonds or the
Fiscal Agency Agreement (other than those desciiibé€d) or (b) above) and such failure shall comirunremedied
for 90 days after written notice thereof shall hleen given to the Republic at the specified offitthe Fiscal Agent
by any holder; or

(d) Banco Central fails to duly perform or obsearsy of its obligations contained in the Banco Caritmdertaking
to remit (as and to the extent provided thereir§.Wollars in the amount of each payment of prialcdd, and interest
on, either Series of the Bonds upon payment byRrégublic to Banco Central of the necessary Bolw&igertes
amount to make such payment, as provided in the@&entral Undertaking, or on the occurrence andigoation of
such a failure, Banco Central shall make any wakdd of any amounts held on deposit with any hotitehe Fiscal
Agent that has notified Banco Central of its intemtto set off from such amounts any amounts oweslith holder or
the Fiscal Agent, and any such failure shall carginonremedied for 30 days after written noticegbéshall have
been given Banco Central and the Republic by teedFiAgent or any holder at the Corporate Trusto®féf the
Fiscal Agent; or

(e) Banco Central shall fail to duly perform or ebse any term or obligation contained in the BaGemtral
Undertaking or the Fiscal Agency Agreement on &g o be performed or observed (other than thpseified in (d)
above) and such failure shall continue unremedie®® days after written notice thereof shall hheen given to the
Republic and Banco Central at the specified offitthe Fiscal Agent by any holder; or

() as aresult of any default or event of defaolhtained in any agreement or instrument relateahioPublic
External Indebtedness (other than the Bonds duB,202he case of the Bonds due 2023, or the Bdnds2028, in
the case of the Bonds due 2028) of the Republinc8&entral or any Governmental Agency guarantgettid
Republic, any party to such agreement or instruraeagélerates or declares to be due and payablsumfyPublic
External Indebtedness prior to the stated mattiityeof; or

(g) the Republic or Banco Central fails generadlyay or perform its obligations under Public Ertdrindebtedness
as they become due, or a moratorium on the payorgrérformance of such obligations shall be deddngthe
Republic or Banco Central; or
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(h) there shall have been entered against the RemutBanco Central a final judgment, decree atesrby a court of
competent jurisdiction from which no appeal mayntede, or is made, for the payment of money in exoés
U.S.$100,000,000 or its equivalent and 30 dayd blaak passed since the entry of any such ordéowitit having
been satisfied or stayed; or

(i) the validity of a particular Series of the Bandhe Fiscal Agency Agreement or the Banco Cehtralertaking is
contested by the Republic, Banco Central or aniglative, executive or judicial body or official tie Republic
authorized in each case by law to do so, or theiRe@por Banco Central denies any of its obligasidhereunder to
any of the holders of such Series of the Bonds‘@uwadholders”) (whether by a general suspensiopagfments or a
moratorium on the payment of debt or otherwisemy constitutional provision, treaty, conventitaw, regulation,
official communiqué, decree, ordinance or policytted Republic, or any final decision by any coarthie Republic
having jurisdiction purports to render any provisiaf such Series of the Bonds, the Fiscal Agencrsegigent or the
Banco Central Undertaking invalid or unenforcealni@urports to prevent or delay the performancelservance by
the Republic or Banco Central of any of their respye obligations thereunder to any of the holders;

()) any constitutional provision, treaty, convemtjdaw, regulation, ordinance, decree, consentteyah, license or
other authority necessary to enable the Republamco Central to make or perform its obligationsler a particular
Series of the Bonds, the Fiscal Agency Agreemethi@Banco Central Undertaking (as the case mayobé&)r the
validity or enforceability thereof, expires, is Witeld, revoked, terminated or otherwise ceasesrt@in in full force
and effect, or is modified in a manner which adebrsffects, or may reasonably be expected to gffey rights or
claims of any of the holders;

then holders of 25% or more in aggregate outstangdimcipal amount of such Series of the Bonds rbgynotice in
writing given to the Fiscal Agent at its specifieffice, declare such Series of the Bonds immedjatak and payable
whereupon the entire unpaid principal amount ohsseries of the Bonds, all interest accrued andhidngmereon and all
other amounts payable in respect of such SeridsedBonds shall become and be forthwith due andlgaywithout
presentation, demand, protest or further noticemgfkind, all of which are hereby expressly waibgdhe Republic. Upon
such declaration, the Fiscal Agent shall give reotiereof in the manner provided in the Fiscal Ayefigreement to the
Republic (by facsimile with transmission confirmeuf)d to the holders of such Series of the Bond&aordance herewith.
After any such declaration, if all amounts then dih respect to such Series of the Bonds are mdlter than amounts
due solely because of such declaration) and adlratbfaults with respect to such Series of the Bard cured, such
declaration may be annulled and rescinded by hsldemore than 50% in aggregate principal amoussuch Series of the
Outstanding Bonds by written notice thereof to Republic at the specified office of the Fiscal Agen

Prescription

Claims in respect of principal and interest wilcbene void unless presentation for payment is mathéna period of ten
years in the case of principal and three yearkéncase of interest from the Relevant Date, teitent permitted by
applicable law. “Relevant Date” means whicheveaheslater of (i) the date on which any such paytfiest becomes due
and (ii) if the full amount payable has not beerereed by the Fiscal Agent on or prior to such date, the date on which,
the full amount having been so received, noticih&b effect shall have been given to the Bondhslder

Replacement, Exchange and Transfer

If any Bond is lost, stolen, mutilated, defacediestroyed it may be replaced at the specified ®ffitthe Fiscal Agent or
any paying agent subject to all applicable laws stodk exchange requirements, upon payment byldimant of the
expenses incurred in connection with such replacered on such terms as to evidence, securityninitg and otherwise
as the Republic may require. Mutilated or defaBedds must be surrendered before replacementbavibsued.

Upon the terms and subject to the conditions s#t fa the Fiscal Agency Agreement, a Bond or Bomady be exchanged
for a Bond or Bonds of equal aggregate principabami in such same or different authorized denorionatas may be
requested by the holder, by surrender of such Borigbnds at the office of the Fiscal Agent, orte bffice of any transfer
agent, together with a written request for the exce.

Upon the terms and subject to the conditions &t fo the Fiscal Agency Agreement and subjechwrestrictions on
transfer set forth on the face of the Bond, a Boay be transferred in whole or in part in an auttest denomination by
the holder or holders surrendering the Bond foistegtion of transfer at the Corporate Trust Offafehe Fiscal Agent or
at the office of any transfer agent, duly endorsgdor accompanied by a written instrument of tfans form satisfactory
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to the Republic and the Fiscal Agent or any suahdfer agent, as the case may be, duly executetiéoiaplder or holders
thereof or its attorney-in-fact or attorneys-in{facthorized in writing.

The costs and expenses of effecting any exchangegistration of transfer pursuant to the foreggangvisions, except for
the expenses of delivery by other than regular Kifadny) and except, if the Republic shall so riegjuthe payment of a
sum sufficient to cover any tax or other governrakaharge or insurance charges that may be imposedation thereto,
will be borne by the Republic.

Notwithstanding the foregoing, the Fiscal Agentlshat register the transfer or exchange of Boratsaf period of 15 days
preceding the due date for any payment of prinagp@r interest on the Bonds.

Meetings and Amendments

A meeting of holders of a Series of the Bonds magdiled, as set forth below, at any time and ftione to time to make,
give or take any request, demand, authorizatiaection, notice, consent, waiver or other actioommted by the Fiscal
Agency Agreement or such Series of the Bonds tmaee, given or taken by holders of such Seriesonfd® or to modify,
amend or supplement the terms of such Series ddnels or the Fiscal Agency Agreement as provideslich Series of
the Bonds. The Republic may at any time call atmg®f holders of such Series of the Bonds for angh purpose to be
held at such time and at such place as the RepsHdit determine. Notice of every such meetingjrggforth the time and
the place of such meeting and in general termac¢kien proposed to be taken at such meeting, bhaijiven as provided
in the terms of such Series of the Bonds, nottlesss 30 nor more than 60 days prior to the datdfifor the meeting. In
case at any time the Republic or the holders tdfat 10% in aggregate principal amount of sucheSeaf the Outstanding
(as defined in the Fiscal Agency Agreement) Bordl safter the occurrence and during the contigeasf any Event of
Default under such Series of the Bonds, have reedeke Fiscal Agent to call a meeting of the hiddd such Series of
the Bonds for any such purpose, by written reqsetiing forth in reasonable detail the action pemabto be taken at the
meeting, the Fiscal Agent shall call such meetorgstich purposes by giving notice thereof.

To be entitled to vote at any meeting of holdera &eries of the Bonds, a person shall be a holdgich Series of
Outstanding Bonds or a person duly appointed biypstnument in writing as proxy for such a holddihe persons entitled
to vote a majority in principal amount of such &srof the Outstanding Bonds shall constitute awuorin the absence of
a quorum within two hours of the time fixed for asiych meeting, the meeting shall be adjourned foraod of not less
than 10 days as determined by the chairman of #wting. In the absence of a quorum at any suaduatid meeting,
such adjourned meeting shall be further adjouroecfperiod of not less than 10 additional daydeiermined by the
chairman of the meeting. Notice of the reconvemhgny adjourned meeting shall be given as pral/mleove except that
such notice need be published only once, but neigiv®en not less than five days prior to the datevbich the meeting is
scheduled to be reconvened. Subject to the fonggat the reconvening of any meeting further adjed for lack of a
quorum, the persons entitled to vote 35% in aggespancipal amount of such Series of the Bondbatime outstanding
shall constitute a quorum for the taking of anyatset forth in the notice of the original meetingotice of the
reconvening of an adjourned meeting shall stateessty the percentage of the aggregate principalatof such Series
of the outstanding Bonds which shall constituteiargm. Any holder of Bonds of such Series whodyaecuted an
instrument in writing appointing a person as prekgll be deemed to be present for the purposestefrdining a quorum
and be deemed to have voted; provided that sucdiBsder shall be considered as present or votitgwith respect to
the matters covered by such instrument in writiwbi¢h may include authorization to vote on any otatters as may
come before the meeting). Notwithstanding thedoneg, at any meeting for the purpose of votinghaatters referred to in
(a)(A) through (K) below, the persons entitled ties75% in aggregate principal amount of the Ontiitay Bonds shall
constitute a quorum.

The Fiscal Agent may make such reasonable androasyaregulations consistent with the Fiscal AgeAgyeement as it
shall deem advisable for any meeting of holdera 8&ries of Bonds with respect to the proof ofttbleling of such Series
of the Bonds, the adjournment and chairmanshipoli sneeting, the appointment and duties of inspgacbvotes, the
submission and examination of proxies, certificated other evidence of the right to vote, and satbler matters
concerning the conduct of the meeting as it shedind appropriate.

(a) At any meeting of holders of a Series of the@duly called and held as specified above, upermffirmative vote, in
person or by proxy thereunto duly authorized inting, of the holders of not less thart®% in aggregate principal amount
of such Series of the Bonds then Outstanding repted at such meeting (or of such other percerdgageay be set forth in
such Series of the Bonds with respect to the adt@ng taken), or (b) with the written consentlad bwners of not less
than 664% in aggregate principal amount of such Seriefi@fBonds then Outstanding (or of such other peacgnas may

18



be set forth in such Series of the Bonds with resfmethe action being taken), the Republic andriseal Agent (and, in
the case of the Banco Central Undertaking, withatiieement of Banco Central), upon agreement betéeenselves,
may modify, amend or supplement the terms of suafieS of the Bonds or, insofar as respects sudesSef the Bonds,
the Fiscal Agency Agreement, in any way, and thddrs of such Series of the Bonds may make, takgverany request,
demand, authorization, direction, notice, consemiyer or other action provided hereby or by thechl Agency
Agreement to be made, given or taken by the holoessich Series of the Bonds; provided, howevet tio such action
may, without the consent or affirmative vote, imgmm or by proxy thereunto duly authorized in vmifj of the holders of
not less than 75% in aggregate principal amoustioh Series of the Bonds then Outstanding, (A) gbdhe due date for
the payment of the principal of (or premium, if &y any installment of interest on any Bond ot t8aries, (B) reduce the
principal amount of any Bond of a particular Sertbg portion of such principal amount that is gagaipon acceleration
of the maturity of such Bond of that Series, theiiest rate thereon or the premium payable upoamgtion thereof, (C)
change the coin or currency in which or the reqlipace or places at which payment with respetitgrest, premium or
principal in respect of such Series of the Bondsaigable, (D) shorten the period during which tlep@blic is not
permitted to redeem such Series of the Bonds, wnipéhe Republic to redeem such Series of the Bafygbrior to such
action, the Republic is not permitted to do so,réeuce the proportion of the principal amountudisSeries of the Bonds
the vote or consent of the holders of which is seagy to modify, amend or supplement the FiscainBge\greement or
the terms and conditions of such Series of the Bamdo make, take or give any request, demantpauaation, direction,
notice, consent, waiver or other action provideztéhy or hereby to be made, taken or given, (Fhgbahe obligation of
the Republic to pay Additional Amounts, if any, suant hereto, (G) amend the definition of “Outstagtwith respect to
such Series of the Bonds, (H) change the govetaingrovisions of such Series of the Bonds, (I)ngethe Republic’s
appointment of an agent for the service of prooeshe Republic’'s agreement not to claim and tovev@irevocably any
immunity in respect of any Related Proceedingekiept as contemplated in clause (C) of the imntelgifollowing
sentence, change the ranking of such Series @ahes as set forth in such Series of the Bond&pim(connection with
an offer to acquire all or any portion of such 8erof the Bonds where the consideration consistitloér cash, new
securities to be issued by the Republic, Bancor@kot any Governmental Agency, or any combinatibthe foregoing,
amend any Event of Default.

The Republic and the Fiscal Agent (and, in the cdiske Banco Central Undertaking, with the agreeinaé Banco
Central) may, upon agreement among themselvesputithe vote or consent of any holder of the Bonasdify, amend or
supplement the Fiscal Agency Agreement or the Bémdhe purpose of (A) adding to the covenantthefRepublic for
the benefit of the holders of Bonds, (B) surrenagany right or power conferred upon the Repulf@,securing the
Bonds pursuant to the requirements of the Bondgtarwise, (D) curing any ambiguity, or curing, i@amting or
supplementing any defective provision containetheFiscal Agency Agreement, the Banco Central a#lang or in the
Bonds or (E) amending the Fiscal Agency Agreemerihi@® Bonds in any manner that the Republic, Ba®entral and the
Fiscal Agent, as the case may be, may determin¢hatdhall not be inconsistent with the Bonds #ad shall not
adversely affect the interest of any holder of Boimdany material respect.

It shall not be necessary for the vote or conséttieholders of a particular Series of the Borwlafiprove the particular
form of any proposed modification, amendment, seiment, request, demand, authorization, directiotice, consent,
waiver or other action, but it shall be sufficiéginsuch vote or consent shall approve the substtrereof.

For purposes of determining whether the requiradgrgage of holders of a particular Series of Basgsesent at a
meeting of holders for quorum purposes or has agggr@any amendment, modification or change to, avevaf, such
Series of the Bonds or the Fiscal Agency Agreenmamivhether the required percentage of holderditisered a notice of
acceleration of such Series of the Bonds, Bondsiofi Series owned, directly or indirectly, by Vemela or any public
sector instrumentality of Venezuela will be disnetgad and deemed not to be “Outstanding”, exceptithdetermining
whether the Fiscal Agent shall be protected ininglyyupon any amendment, modification, change owvevraior any notice
from holders, only Bonds of such Series that tree#li Agent knows to be so owned shall be so distlega As used in
this paragraph, “public sector instrumentality” me@anco Central, any department, ministry or age@fiche federal
government of Venezuela or any corporation, triisgncial institution or other entity owned or coited by the federal
government of Venezuela or any of the foregoing), ‘@ontrol” means the power, directly or indiregtthrough the
ownership of voting securities or other ownersimgiests, to direct the management of or elecppoiamt a majority of the
board of directors or other persons performing Einfunctions in lieu of, or in addition to, thedrd of directors of a
corporation, trust, financial institution or othemtity.

Any instrument given by or on behalf of any holdéa Bond of a particular Series in connection veitty consent to or

vote for any such modification, amendment, supplamequest, demand, authorization, direction,agtconsent, waiver
or other action will be irrevocable once given avitl be conclusive and binding on all subsequertiécs of such Bond or
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any Bond issued directly or indirectly in excharmgesubstitution therefor or in lieu thereof. Anyck modification,
amendment, supplement, request, demand, authonzalirection, notice, consent, waiver or othefacwill be
conclusive and binding on all holders of Bonds, thieeor not they have given such consent or cadt sate or were
present at any meeting, and whether or not notaticuch modification, amendment, supplement, regjuEmand,
authorization, direction, notice, consent, waiveother action is made upon the Bonds. Noticengfraodification or
amendment of, supplement to, or request, demaitigpi@zation, direction, notice, consent, waiveiotiier action with
respect to a Series of the Bonds or the Fiscal égémgreement (other than for purposes of curing ampiguity or of
curing, correcting or supplementing any defectivevision hereof or thereof) shall be given to eholder of Bonds
affected thereby, in all cases as provided in &gates of the Bonds.

Notices

Notices will be mailed to holders of Bonds at threigistered addresses and shall be deemed to bavegbven on the date
of such mailing. DTC, Euroclear and Clearstreamdmbourg will communicate such notices to theitipgants in
accordance with their standard practices. In &digll notices to holders of either Series of Bends will be published,
if and for so long as such Series of the Bonddisteed on the Official List of the Luxembourg StoEkchange and the
rules of such Exchange so require, in a daily neyysp of general circulation in Luxembourg or by leddion on the
website of the Luxembourg Stock Exchange at httait.bourse.lu. It is expected that such publiaatibrequired, will
be made inLuxemburger Wort If any publication in a leading newspaper ottloe website at http://www.bourse.lu is not
practicable, notice will be given in another waysistent with the rules of the Luxembourg Stock liarge.

Judgment Currency

U.S. dollars are the sole currency of account anahent for all sums payable by the Republic undén eonnection with
the Bonds, including damages. Any amount recedragcovered in a currency other than U.S. doetsether as a result
of, or of the enforcement of, a judgment, ordea@burt of any jurisdiction or for any other reasbg any Bondholder in
respect of any sum expressed to be due to it frenRepublic under any Bond shall only constitutiisaharge to the
Republic to the extent of the U.S. dollar amountcohtihe recipient is able to purchase in accordavitte normal banking
procedures with the amount so received or recovieréitht other currency on the date of that receipecovery (or, if it is
not practicable to make that purchase on that dat¢he first date on which it gracticable to do so). If that U.S. dollar
amount is less than the U.S. dollar amount expdegsbe due to the recipient under any Bond, theuRkc shall
indemnify it against any loss sustained by it assalt. If that U.S. dollar amount is more thae thS. dollar amount
expressed to be due to the recipient under the Beach such recipient shall reimburse the Repdii@mount of the
excess. In any event, the Republic shall indenthiérecipient against the cost of making any suakhase. For the
purposes of this provision, it will be sufficiemtrfthe Bondholder to demonstrate that it would hswiered a loss had an
actual purchase been made. These indemnitiesittbast separate and independent obligation frarRépublic’s other
obligations, shall give rise to a separate andpeddent cause of action, shall apply irrespecthang indulgence granted
by any Bondholder and shall continue in full foeoe effect despite any other judgment, order, claimproof for a
liquidated amount in respect of any sum due undgrBond or any other judgment or order.

Governing Law, Jurisdiction and Waiver of Immunity

The Fiscal Agency Agreement and the Bonds are gedeby, and shall be construed in accordance tighlaws of the
State of New York.

The Republic agrees that any suit, action or prdicgeagainst it or its properties, assets or reeanith respect to the
Bonds (a “Related Proceeding”) shall be broughtusteely in the courts of England that sit in Lomdlan the Supreme
Court of the State of New York, County of New Yonk;the United States District Court for the SouthBistrict of New
York; or in the courts of the Republic that sitGaracas, as the person bringing such Related Riimgemay elect in its
sole discretion, provided that if none of the cewpecified above located in the country in whigthsperson has elected to
bring such Related Proceeding is a court that dndsdjction of the subject matter or is otherwisenpetent under
applicable law to hear and determine such procegedinch Related Proceeding may be brought in sther oourt located
in such country as shall have jurisdiction of thiject matter or be otherwise competent under egiple law to hear and
determine such Related Proceedings, or if sucht®&eRroceeding seeks relief or a judgment thatfisreeable only
against any of its properties, assets or reverhasare subject to the jurisdiction of any otheurtdocated in the countries
listed above and is limited to the value of suabperties, assets or revenues, such Related Pragemaiy be brought in
any such court (all such courts described in thigence being referred to as “Specified Court¥fe Republic also agrees
that any judgment obtained in any of the Speci@edrts arising out of any Related Proceeding magriferced or
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executed in any Specified Court or any other cofidompetent jurisdiction whatsoever, and any judghobtained in any
such other court as a result of such enforcemeekecution may be enforced or executed in any stfodr court of
competent jurisdiction (all courts other than Sfiedi Courts being referred to as “Other Courts%),mbeans of a suit on the
judgment or in any other manner provided by lavhe Republic hereby irrevocably submits to the esigkijurisdiction of
each of the Specified Courts for the purpose ofRelated Proceeding and, solely for the purposnfifrcing or executing
any judgment referred to in the preceding sentéac¢®elated Judgment”), of each Specified Court each Other Court.
The agreement made by the Republic in this Segtitinrespect to jurisdiction is made solely witlspect to Related
Proceedings and the enforcement or execution at&lJudgments and under no circumstances shalliitterpreted as a
general agreement by the Republic with respectdogedings unrelated to the Bonds.

The Republic agrees that service of all writs, psscand summonses in any Related Proceeding auéngction or
proceeding to enforce or execute any Related Judgbneught against it in England may be made uperofficer in
charge of the department of consular affairs aBhassy of the Republic, presently located at Cieenwell Road,
London SW7 2HW, England (the “London Process Ageaitid service of all writs, process and summonsesy Related
Proceeding or any suit, action or proceeding tomaf or execute any Related Judgment brought agtainghe State of
New York may be made upon the Consul General oReublic or, in his or her absence or incapaeity; official of the
Consulate of the Republic, presently located aagt B1st Street, New York, New York 10022, U.StAe(“New York
Process Agent” and, together with the London Péegent, the “Process Agents”), and the Republpnaygs each
Process Agent as its agent to receive such sesfigry and all such writs, process and summonseksagrees that the
failure of any of the Process Agents to give antycedo it of any such service of process shallimgair or affect the
validity of such service or of any judgment badegf¢on. The Republic agrees to maintain at aksian agent with
offices in London to act as its London Process Agamnd an agent with offices in New York to acftasNew York Process
Agent as aforesaid (each such agent to be appdigtadower of attorney granted before a Venezuetdary public, and
the Republic hereby agrees that each such povatarfiey shall provide that it may not be revokatess an alternative
agent for service of process with an office in Néark or London, as the case may be, shall have bppninted and the
holders shall have been given notice thereof).higtin the Bonds shall in any way be deemed tdt line ability to serve
any such writs, process or summonses in any otaener permitted by applicable law.

The Republic irrevocably consents to and waivesabjgction which it may now or hereafter have te ldying of venue

of any Related Proceeding brought in any of thecBipel Courts or to the laying of venue of any saittion or proceeding
brought solely for the purpose of enforcing or exewy any Related Judgment in any of the Specifiedrts or Other
Courts, and further irrevocably waives, to thedstlextent it may effectively do so, the defensaroinconvenient forum to
the maintenance of any Related Proceeding or arty swit, action or proceeding in any such court.

To the extent that the Republic or any of its reies) assets or properties shall be entitled, espect of any Related
Proceeding at any time brought against the Repoblany of its revenues, assets or properties ynj@isdiction in which
any Specified Court is located, or with respeciny suit, action or proceeding at any time browgihly for the purpose of
enforcing or executing any Related Judgment injangdiction in which any Specified Court or OtH@ourt is located, to
any immunity from suit, from the jurisdiction of wssuch court, from attachment prior to judgmeranirattachment in aid
of execution of judgment, from execution of a judgror from any other legal or judicial processemedy, and to the
extent that in any such jurisdiction there shalbtebuted such an immunity, the Republic irrevalgaagrees not to claim
and irrevocably waives such immunity to the fullestent permitted by the laws of such jurisdict{orcluding, without
limitation, the Foreign Sovereign Immunities Actlk&76 of the United States) and consents gendmliyre purposes of
the State Immunity Act of 1978 of the United Kinga¢o the giving of any relief or the issue of amggess in connection
with any Related Proceeding or Related Judgmeaviged that such agreement and waiver, insofat retates to any
jurisdiction other than a jurisdiction in which @&ified Court is located, is given solely for fhepose of enabling the
holders of the Bonds to enforce or execute a Reétladelgment. In addition, to the extent that thpuRéc or any of its
revenues, assets or properties shall be entitleahy jurisdiction, to any immunity from set-offatker’s lien or any similar
right or remedy, and to the extent that there dimkhttributed, in any jurisdiction, such an imntynihe Republic hereby
irrevocably agrees not to claim and irrevocablyweaisuch immunity to the fullest extent permittgdiie laws of such
jurisdiction with respect to any claim, suit, actigoroceeding, right or remedy arising out of ocannection with the
Bonds; provided, however, that under the laws aidziela, the Republic and its properties locatédeinezuela have
immunity from set-off, attachment prior to judgmeattachment in aid of execution and execution jofdgment in actions
and proceedings in Venezuela.
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Further Issues

The Republic may from time to time without the cemsof the holders of the Bonds, create and isddéianal Bonds that
may be consolidated and form a single series viilleeSeries of the outstanding Bongspvidedthat such additional
Bonds do not have, for purposes of U.S. federairime taxation (regardless of whether any holdesuoh additional
Bonds are subject to the U.S. federal tax lawgyeater amount of original issue discount thanBbads of such Series
have as of the date of the issue of such additiBoatls.

Listing

The Republic has applied to list the Bonds on tFeial List of the Exchange and to trade the Boodsthe Euro MTF
market of the Exchange.
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PRINCIPAL ECONOMIC INDICATORS

As of or For the Year Ended December 31,

2003 2004 2008Y 2006" 2007
(percentage change)

Real GDP Growth (Decling) ............cccceeeveeeveeieenerereren. (053 (18.3)% 10.3% 10.4% 8.4%
Petroleum SecCtor ..........ccuvvveiiiiiiiii e (2.9 13.7 (1.5) (2.1) (4.2)
Non-petroleum SecCtor ..........cccovcuiieieiiineeee e (7.4) 16.1 12.2 11.7 9.5

Consumer Prices
End of Period 27.1 19.2 14.4 17.0 225
Average 31.1 21.7 16.0 .73 18.7

Wholesale Prices
ENnd Of Period .........cooouiiiiiiiiiic e 48.9 224 14.2 15.9 17.2
AVEIAGE ...cceeiiiiiiiee ettt e ettt s et e e e e 53.1 30.0 16.9 a2 16.4

Unemployment (in 20) .........coooiuerieeiiiiimmmieeee e 16.8% 13.9% 11.4% 29.3 7.5%

(in millions of U.S. dollars, except where noted)

Balance of Payments

EXPOMS (F.0.5.) weoeiiiiiiiie e $27,230 $39,668  $55,716 $65,210 $69,165

IMPOrts (f.0.0.) oo (10,483) (17,021 (24,008) (32,498) (45,463)

Trade BalanCe..........coooiiiiiiiiiiiiiiceecme e 16,747 22,647 BB7 32,712 23,702

Current Account Surplus (DefiCit) ........ccceeverieriiiininenn. 11,796 15,519 25,447 27,149 0,021

Overall BalanCe ............euiioiiiiiiiieeemee et 5,443 1,900 5,454 138 (5,742)

International Reserves

Gross Banco Central RESEIVES..........cceereeeveeeeerieeneennens $20,666 $23,498 $29,636 638, $33,477

Liquid Banco Central Operating Reserves.... 15,546 17,867 23,453 28,933 23,686

Net International Reserves at Banco Central 15,506 17,572 23,191 28,731 23,094

532 598 313 430 97

Stabilization FUNd...........cccooiiiiiiii e 700 710 732 768 809

Average Petroleum Export Price (U.S.$/barrel). .c........ 25.8 32.9 46.0 56.5 65.0

IMports Coveradd.............ccoeeeeeieeeeeeeeeeseseeeeeeieenns 22.6 16.6 15.0 13.7 9.4

(in billions of 1997 Constant Bolivares)

Central Government

Total REVENUES .......coiieiiiiiiiie et Bs.8,911.5 Bs.1249 Bs.16,841.2 Bs.20,762.0 Bs.18,769.4

Total Expenditures........... 10,587.3 12,853.0 ,845.9 20,749.5 16,794.4

Overall Surplus (Deficit) ... . (1,675.8) (940.8) 3. 12.5 1,974.9

(as percentage of GDP) ........ccooiiiiiiiiiiiiieiieee e (4.4)% (1.9)% 1.6% 0.0% 3.0%

(percentage change in real terms)

Monetary Aggregatéd

Money Supply (M2) ..o 24.0% 26.1% 33.5% 44.8% 4.4%

Monetary Base........ccevviiiiiiiiiiiiiii e 15.2% 23.0% 22.2% 5.98% 17.0%

)
@)

©)
(4)
®)

Preliminary figures.

Based on constant Bolivares of 1997 purchasaveer, referred to as 1997 Constant Bolivares.caiion of Real GDP Growth figures
include certain import rights that are not itemizsdcomponents of petroleum or non-petroleum R&d& Growth.

Other than amounts in the Stabilization Fund.

Number of months of Imports (Fob) covered bp$arBanco Central Reserves.
Calculated by dividing Money Supply (M2) and Mitary Base nominal levels by Consumer Price Iidé@97 Constant Bolivares.

Sources: Banco Central, Ministry of Finance anddye Institute of Statistics, referred to as INE.
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COUNTRY DESCRIPTION

Political Developments

In April 2002, a group of high-ranking military @¢ers publicly refused to recognize President Ch&vauthority and
detained him in the Presidential Palace, effectimgiefcoup d’'etat This event was preceded by a period of intense
political and social turmoil which had begun in Beter 2001, involving groups that opposed and thwstesupported the
government of President Hugo Chavez Frias, refdoed the Government. Shortly thereafter, Presi@havez was
restored to power through the support of massiyeufas demonstrations and loyal military units thent to the streets to
demand the release of President Chavez, surroutistingresidential Palace and expelling the groapgtaged theoup
d’'etat After this event, opposition demonstrations pritests continued. In December 2002, a busirestesdition led a
nation-wide work stoppage that lasted two monttgsaippled oil production. Although the Decemb@602 work
stoppage failed to achieve its primary objectiveeshoving President Chavez from power, the Goveniraad opposition
groups signed an agreement in May 2003 that esheulia constitutional solution to the politicaltaislity facing
Venezuela in the form of a potential referendunttanrule of President Chavez. On August 15, 2@04call referendum
was held in which approximately 59% of the votest @gere against recalling President Chavez.

The Chavez administration contends that a majdtigall shift based on popular participation is ocmg, which it has
called a “Bolivarian Revolution”. In 1999, undéetChavez administration, a new Constitution wags@ped by a
significant majority of Venezuelans in a populderendum. The 1999 Constitution contains provisidasigned to benefit
the poorest sectors of the population, modify tiacsure of the branches of Government and intredsignificant
advances in human rights. The Government hasdated further social and economic reforms aimdekatfiting the
poor.

The last elections for state and local officialgeveeld on October 31, 2004. Candidates suppbstdresident Chavez
won 21 of the 23 gubernatorial elections; the texmaining governorships were retained by oppositiamies. On
December 4, 2005, elections were held for the Eaifssin the National Assembly. On December 1, 20@5principal
opposition parties announced that their candidatadd not participate in the elections. The elemitauthorities reported
that approximately 25% of those eligible to votetiggpated in the elections. President Chavezlgipal party, MVR, won
121 seats and other parties aligned with the Chageznistration won the remaining seats.

Presidential Election

On December 3, 2006, President Chavez was re-dl€ectsident for a six-year term, capturing 62 &%he vote. Upon
his re-election, in December 2006 President Ch@vegosed to the group of political parties aligmath his
administration the creation of a unified sociafistitical party, PSUV. These parties are not adtiggl to join PSUV and
can remain independent at their discretion. Théams that affiliation with the party has been vtdopn The PSUV will be
open to new members after the official creatiothef party which is anticipated to occur during fingt half of 2008. As

of December 2007, six political parties had joif®lUV. The PSUV will be one of many political pasgtin Venezuela.

Constitutional Amendment

On August 15, 2007, President Chavez submittedetd\iational Assembly, in accordance with proceduoegained in the
1999 Constitution, a proposal to amend the 199%(@ation. In addition to the proposed amendmémthie 1999
Constitution submitted by President Chavez, membktise National Assembly proposed additional cleendhe National
Assembly approved the proposed amendments atglésite three separate discussions and called feieaendum to be
held on December 2, 2007 to decide on whether pocap or disapprove of the proposed amendmentsoring to the
figures announced by CNE, on approximately 50.8%hefvoters rejected the changes to the 1999 Gotisti proposed
by President Chavez and approximately 51.1% of/tiiers rejected the amendments proposed by them#dtAssembly.
As a result, neither set of proposals was apprdwetthe voters.

Domestic and Regional Initiatives

President Chavez’s administration is developingmlmer of social, health, education, and otheratiites aimed at
transforming Venezuelan society within a model thdtroadly referred to as “Socialism for the'Zlentury”, in which the
concepts of political participation and social irgibn are the cornerstone. At the same time, dnarastration is
developing a variety of economic integration agreets under the “Bolivarian Alternative for the Arears”. These
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initiatives are designed to strengthen economi@ritial and technical cooperation among Latin Aozariand Caribbean
countries.

Domestic Initiatives

Given the profound economic disparities found ia $sbcial structure of the country, the domestitidtives are focused on
the need to redirect economic resources to thegp@@gments of society in order to create the propeditions for
sustainable growth and the highest level of welfarghe inhabitants of Venezuela. In additiorg thitiatives seek to give
a greater voice to workers in business enterprigd® following initiatives, among others, are lgeimdertaken:

» the reallocation of unproductive business assepsdductive activities in order to promote job dies;
» the creation of new ministries with responsibifity housing, nutrition and financial aid;

« the mandatory allocation of portions of commerbiahks’ credit portfolios to pivotal economic arsash as
housing, agriculture, tourism and manufacturing;

» the strengthening of existing, and creation of neational development and social funds to provjcgic
resources to major infrastructure projects and masocial programs;

» the introduction of diverse initiatives of co-maeagent and self-management among workers, emplayers
supervisors, as options to reshape either statpaoi@s and/or abandoned manufacturing facilities fast-track
measure to activate these entities and to prontadesiob generation;

» the creation of Government-owned entities to prevav-cost commercial services with a high levesoéial
impact, such as airlines, telecommunications and frhain distribution; and

»  the purchase, at market prices, of all compani¢karelectric sector ardompafiia Anénima Nacional Teléfonos
de Venezuelaeferred to as CANTV, Venezuela's largest telaghoarrier, to secure stability in service rated an
minimize their impact of inflation.

Regional Initiatives

The Chavez administration is pursuing regionalatiites to build regional relationships and strésegt the economic,
financial and technical cooperation among Latin Aina and Caribbean countries. Among the initiediare the
following:

. Mercosur- to become a full member of Mercosur and estalailade policy with Argentina, Brazil, Paraguay and
Uruguay;

. Petroamerica-promoting the regional integration of state energgnpanies, divided into “Petrosur”, comprising
the southern cone and Bolivia, and “Petrocaribefpgosing the Caribbean. The stated purpose ofdbmnal
arrangement is to strengthen Venezuela’s presenite iinternational markets by eliminating traderiess,
increasing its refining infrastructure and reducausts;

. Regional Economic Assistanceassisting governments in the region by purchafimancial instruments and
supplying petroleum products under favorable trgdionditions;

. Intensified Relations with Latin American and Caribbean countries -strengthening economic ties with
Argentina, Colombia, Cuba, Ecuador, Nicaragua ahdranations and receiving additional support fitthise
countries in connection with the development ofgbeial agenda of the Chavez administration;

. Bilateral and Multilateral Agreements- entering into bilateral trade and development agrents with countries
in the region, such as: (1) the agreements witlziBcavering energy, mining, military cooperationdathe
development of an offshore natural-gas projectttig)agreement among Venezuela, Bolivia and Cgredion
April 29, 2006 that covers initiatives in tradealte and energy, among other matters; and (3) gheeanents to
construct gas pipelines from Venezuela to suchratbentries as Colombia, Brazil, Argentina, UruguBgraguay
and Bolivia; and
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. Banco del Sur-promoting the creation and operation of an insttufor development financing in the region and
which will serve to foster regional integrationadligh the financing of major integration projectSiouth
American countries. The bank was established @¥28rough a treaty signed by six countries: ArgentBrazil,
Bolivia, Ecuador, Paraguay, Uruguay and Venezuethlgegan operations on January 1, 2008.

2007 Enabling Law

On January 31, 2007, the National Assembly pass@Q@07 Enabling Law, granting President Chaveptweer to
legislate and approve laws by decree for a perfddanonths in a number of areas, including nafiaations,
hydrocarbons, electric utilities, telecommunicatiptaxes, social security and public finance.

During the course of 2007, President Chavez istaiedlecrees governing the following areas, amohest
» the establishment of the Bolivar Fuerte, which espnts one thousand Bolivares, effective Janu&9ds;

« the amendment of the law governing the regulatioth® administration of public sector finances &mgl annual
budget;

» the establishment of a new Financial Transactiang ®rimpuesto sobre las Transacciones Financigrvalsich
levies a 1.5% tax on bank debits and other traisast

. the reduction of the value-added tax, referredsttha VAT, from 14% to 11%, effective March 1, 20@7d then
a further reduction to 9%, effective July 1, 208rAd

» the establishment of mechanisms to prevent fooddivogrand speculation.

Nationalization of Heavy Oil Projects

In February 2007, President Chavez issued a lawedamder the authority conferred by the 2007 BEnghilaw, pursuant
to which the existing four Orinoco Belt heavy oibjects that had been established in the 1990si@tsvientures controlled
by private sector petroleum companiéX¥trozuata, Sincor, Cerro NegemdHamaca would be mandatorily converted
into Empresas Mixtaor Mixed Companies, in which CVP, a PDVSA whotiyned subsidiary, or another PDVSA
subsidiary, will hold an equity interest of at [£68% in accordance with the Hydrocarbons Law. Wheistry of Popular
Power for Energy and Petroleum was required to naakaluation of each new Mixed Company in ordedtétermine the
fair value of the participation of the PDVSA subaig in each Mixed Company and to provide any ecoicmr financial
adjustment as necessary. The law-decree alsodavhat existing profit-sharing agreements forekploration of the
Golfo de Paria Oesteésolfo de Paria Estand the blocks known as La Ceiba, as welDdfuels Sinovensa, S,Anust be
converted into Mixed Companies.

In May 2007, CVP completed the acquisition proceisls respect to the four Orinoco Belt strategicamsations,
Petrozuata, Sincor, Cerro NegemdHamaca In June 2007, Chevron Texaco, Statoil, Total, Bt SpA (ENI),
Petroleum & Chemical Corp (Sinopec), and Inepagized to convert their participations in the foum@co Oil Belt
projects into Mixed Companies controlled by PDV$&#reasing PDVSA'’s average participation in thejgcts to 78%.

ExxonMobil and ConocoPhillips, the majority partmén theCerro NegroandPetrozuatgprojects, respectively, have
failed to reach a financial agreement with PDVSgareling the required sale of their ownership indese As a result, an
ExxonMobil affiliate filed a request for arbitratiovith ICSID as a result of it having been unablsuccessfully negotiate
the terms of, or agree on the value of, the agsdle Cerro Negroproject being transferred to the Republic. Prithe
enactment of the law-decree, ExxonMobil had a 4liméest in theCerro Negroproject. On January 25, 2008 the
ExxonMobil affiliate commenced an additional araiton under the rules of the International ChandiéCommerce.

On December 27, 2007 and January 8, 2008 the Exwbiilffiliate obtained from the U.S. District Cadior the Southern
District of New York an attachment order totalingS315 million against accounts of a PDVSA affdiand on January
25, 2008 the ExxonMobil affiliate obtained a freeginjunction from the High Court of Justice in ldam preventing the
removal or non-ordinary course disposition of upt&.$12 billion in assets of PDVSA and its affitia in the United
Kingdom and the non-ordinary course dispositionpto that amount of assets elsewhere in the wakldourt in the
Netherlands has issued an order relating to theziing of certain PDVSA assets in the Netherlandsiathe Netherlands
Antilles. On March 18, 2008 the High Court of Justice in Lomdifted the U.S.$12 billion freeze order, whickoiksion is
subject to appeal by Exxon Mobil.
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Other Nationalizations

In addition to the nationalizations of the Heavy @bjects, in January 2007 President Chavez argexlia plan to
nationalize various strategic areas of the econimnayder to further state control of the developinafithese sectors in
Venezuela. During the first six months of 200& @Government acquired majority interests in cer&dctricity and
telecommunications companies that had been opeaatkdontrolled by the private sector through apss of negotiated
acquisitions with the controlling shareholdershaige entities. As a result, the Government, thndeQVSA, controls
approximately 93% o€.A. La Electricidad de Caracaeeferred to as EDC, formerly the largest privegetor electricity
company in Venezeuela, and 86% of CANTV, Venezgdir'gest telephone carrier. As a result of threg®nalizations,
the Government intends to facilitate access teiefiit and reliable energy and communication sesvatean affordable
price.

On April 16, 2008,Ternium, S.A.Consorcio Siderurgia Amazonia, LtahdSiderdrgica del Orinoco, C.A*SIDOR")
signed an agreement referred to as “Agreement iRglad the Transfer of SIDOR to the Venezuelane&Stahder which
they agreed to establish a Transition Commissionpased of eleven persons designated by the Mini$tBopular Power
for Basic Industry and Mines to liaise with SIDOMBBeard of Directors in connection with the transééthe shares and
operations of SIDOR to the Venezuelan Governm@&ihis Commission will have oversight powers over SB®s

activities to ensure the protection of the Venean&bovernment’s interests. Under the agreemeBiQ8/'s Board of
Directors will continue to perform its duties reteg to SIDOR’s ordinary course of business utd transfer of a majority
of SIDOR’s shares to the Venezuelan Governmenbkas completed. The agreement also contemplateththa
Venezuelan Government will undertake the negotiatiba new collective bargaining agreement with S®s workers’
union.

On April 29, 2008, the National Assembly declaree ©Orinoco Steel Production Centeefro de Produccion
Siderurgica del Orinocpwhere SIDOR is located, SIDOR’s shares of capiiatk and SIDOR’s real property, machinery
and equipment as public utility and social inteeestets. The government and SIDOR's majority bo&der are
undergoing negotiations in connection with the Goweent's acquisition of a majority stake in SIDOR.

In the cement sector, the Venezuelan Governmeramasunced its intention to nationaliZemex Venezuela, S.A.C.A.
(Vencemos Holcim (Venezuela) C.A. andabrica Nacional de Cementos, S.A. Glaafarge Group). The transactions are
in a preliminary discussion phase.

Recent Economic Developments

Due in significant part to an economic policy foedn sustaining the growth of domestic economiiwit in 2006,
Gross Domestic Product, or GDP, totaled approximde.51.3 trillion in 1997 Constant Bolivares, istgring a 10.3%
rate of growth for the year as compared to 20062007, GDP totaled approximately Bs.55.7 trilliarl997 Constant
Bolivares, registering an 8.4% rate of growth fog yyear as compared to 2006. The continued ecengnowth, which has
increased in 17 consecutive quarters through Deeefih 2007, is largely due to non-petroleum atiéigi The domestic
aggregate demand has responded to increased ¢téymiblic spending and bank financing, along wittirap in
unemployment, a reduction of the informal sectarirerease in real wages and an improved standdidng for the
population.

For the year ended December 31, 2006, the rat#lafion, as measured by the consumer price intieiqe de Precios al
Consumidoy (CPI), stood at 17.0% and averaged 13.7% fonthale of 2006. For the year ended December 317 2b@
rate of inflation, as measured by the CPI, stoaela5% and averaged 18.7% for the whole of 2007e Government has
adopted a policy of containing inflationary pregsiimn the economy and is taking a number of actiomsverse the
inflationary trends. These actions include avaidime monetization of PDVSA'’s income by direct einttions of income
to the National Development Fund, referred to ad-tndo de Desarollo Nacionabr FONDEN, and the retention of
foreign exchange for direct payment of foreign eaay expenditures, increasing the amount of foreignency made
available to providers of domestic goods and ses/and increasing investment in areas of the ecpmonst prone to
inflationary pressures, including the agro-indwastsector.

During the first quarter of 2007, the National Extiee Branch announced additional policies intentbecontrol inflation.
These measures were primarily aimed at stimulatiegaggregate supply, both internally and exteynssl minimize
inflationary expectations and to increase pricetimdrfficiency by strengthening and expanding pilic food

distribution networks. Furthermore, the VAT wasw@ved from certain goods and services categorigdzhaic necessities
in addition to the three percentage point reduditiotihe VAT for all other taxable goods and sersiceffective March 1,
2007 and a further two percentage point reductdfiective July 1, 2007.
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On April 3, 2008, INE, in affiliation with the Mistry of Popular Power for Planning, and the CenBahk issued
Resolution No. 08-04-01 regulating the National €laner Price Index or INPC (Indice Nacional de Rrecal
Consumidor) effective as of January 1, 2008. INfe@ers the same items as CPI with national geogragitope. The
previous system only covered the Caracas and Mia@oaetropolitan areas.

Inflation figures from January 1, 2008 will be aalleted using INPC. Figures prior to January 1,800l not be re-

calculated. INPC will have as its base period Ddwer 2007 and be published monthly within the fiest days of each
month. For the first three months of 2008, thelishied figures were as follows: January 3.1%, Falbyr2.1% and March
1.7%.

Under the previous calculation method, for the 1@nth period ended February 29, 2008, CPI was 24.4%.

At December 31, 2006, the unemployment rate wag9c®mpared to 11.4% in 2005. The unemploymeptatt
December 31, 2007 was 7.5%.

Gross international reserves stood at approximaieB;$36.7 billion at December 31, 2006 (excludingounts deposited
in the Macroeconomic Stabilization Fund, referrecs the Stabilization Fund), representing an ameeof approximately
U.S.$7.0 billion since December 31, 2005. The ZBificrease in gross international reserves wasapifiyrdue to a
current account surplus during such period. Atédalger 31, 2006, the balance in the StabilizatiomdRuas U.S.$768
million, an increase of U.S.$36 million from yearee2005. At December 31, 2007, gross internatioesgrves totaled
approximately U.S.$33.5 billion (excluding amoudé&posited in the Stabilization Fund), and the b=dan the
Stabilization Fund was approximately U.S.$809 wiilli The decrease in the gross international reserem 2006 to 2007
was due to the transfer of funds made by the CieBtrak to FONDEN as required by applicable regolati

Relations with Multilateral Institutions

In April 2007, President Chavez indicated the guiBgi that Venezuela would separate itself frore tMF and the World
Bank, stating that the country had paid back altobbligations to both multilateral lenders arnd dot concur in the

policy objectives the institutions were pursuinghwiespect to the poorest nations. It was latapanced that any decision
on this matter would be subject to appropriate gatébn and analysis. To date, Venezuela’'s Goventimgs not taken any
formal steps to withdraw its membership in the &€ the World Bank.

Ratings Developments

In October 2006, Standard & Poor’s lifted its oo#tan Venezuela’s sovereign “BB-" debt from “stdliie “positive”,
citing the contribution of high oil prices to therginued improvement in Venezuela’s debt indicatdrsJanuary 2007,
Standard & Poor’'s modified its outlook on Venezigkovereign debt from “positive” to “stable”, ¢ifj increased
uncertainty with respect to Government policy.Qatober 2007, Fitch modified its outlook on Vendaig“BB-" foreign
currency-denominated debt rating from “stable” nedative”, citing an increasingly unsustainable maconomic policy
framework. The information above was obtained fiaformation available on the websites of the mt@gencies.

Amendments to Central Bank Law and Enhancement dDNDEN

In July 2005, the National Assembly approved anraneent to the new Central Bank Law. The reformntzans the
“revolving account” of PDVSA, pursuant to which PBX is entitled to maintain its oil and gas expadqeeds in

offshore accounts in amounts sufficient to covefareign currency-denominated investments andresgge Any proceeds
not required to cover capital or operating expense®s and dividends must be contributed by PDWSRONDEN.

Under the amended law, Banco Central is requiretbtermine the optimum level of international ressrand update the
National Assembly on an annual basis. The optirewal of international reserves currently is staiede U.S.$31.9
billion. All amounts of foreign exchange above this level @xcluded from being deposited by PDVSA in Baneatél,
and instead are redirected to FONDEN. The refdem sequires that Banco Central make a one-timeiapeontribution
to FONDEN of U.S.$6.0 billion from Venezuela's fage currency reserves. This deposit was completedovember 7,
2005, and since that date through December 31,, 2@pfoximately U.S.$17.0 billion have been addg@anco Central
and approximately U.S.$15.1 billion have been dbated by PDVSA.

Amounts deposited in FONDEN are being used for mafoastructure projects such as bridges, highwasa-city

trolleys, subway lines, railroads, electricity get®n, rural irrigation systems, hospitals, edigra! facilities, as well as
for the purchase of Brady bonds as part of a liglmhanagement program put in place in 2006.
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As of December 31, 2007, FONDEN had allocated apprately U.S.$25.7 billion, or approximately 83%tbe funds
available, to the various projects financed by FEND As of December 31, 2007, approximately U.SI®dllion has
been allocated to 26 infrastructure projects, axprately U.S.$1.3 billion has been allocated tariiiing projects,
approximately U.S.$6.0 billion has been allocated2 energy and petroleum projects, approximatef.&2.3 billion has
been allocated to 16 housing projects, approximaie$.$1.0 billion has been allocated to nine agtize projects,
approximately U.S.$176 million has been allocatetiMo science and technology projects and appraeind.S.$316
million has been allocated to 12 environmental gety.

Other Public Sector Indebtedness

On February 23, 2007, PDVSA entered into two criditlities with the Japan Bank for Internationadperation,
Marubeni Corporation, Mitsui & Co., Ltd and privdianks in Japan in the aggregate amount of U.SI$licn to finance
oil development projects in Venezuela. The criaditlities have a term of 15 years. In connectioth the credit facilities,
it is contemplated that PDVSA will enter into cats for the supply of crude oil and refined peturh products with
affiliates of Marubeni and Mitsui and that the preds of such sales will be applied to pay amountsuhder the credit
facilities.

On April 4, 2007, PDVSA issued (i) U.S.$3,000,0@m®.25% Notes due 2017, (i) U.S.$3,000,000,0808% Notes
due 2027, and (jii) U.S.$1,500,000,000 5.50% Ndtes2037.

Loan Agreement with China Development

In November 2007Banco de Desarrollo Econdmico y Social de VenezoelBANDES, entered into a credit facility with
the China Development Bank in the aggregate amafudtS.$4.0 billion in connection with the creatioha Sino-
Venezuelan Joint Fund between the Governments néx{eela and China to finance development and infretsire
projects in Venezuela. The credit facility hagant of three years, extendible for a total of 1&rge In connection with
the credit facility, PDVSA has entered into a sypgpyreement for crude oil and refined products w@ttina National
United Oil Corporation. The proceeds of sales utie supply agreement will be applied to pay an®dae under
BANDES's loan with the China Development Bank.
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BOLIVARIAN REPUBLIC OF VENEZUELA
Geography and Population
Geography

Venezuela is situated on the northern coast oftSAnterica. It has a coastline of approximatelyl3 &lometers on the
Caribbean Sea and the Atlantic Ocean. Colombiddyerit on the west, Brazil on the south and Guyanthe east.
Venezuela’s national territory of approximately ¢446 square kilometers includes 72 islands in taebBean. The
Venezuelan territory varies from tropical to mountaus to Amazonian regions. Environmentally-prééelcareas comprise
approximately 40% of the land.

Caracas, Venezuela’s capital and largest city,gisezuela’s political, financial, commercial, comnmations and cultural
center. As of year-end 2006, the population ofrtiedropolitan area of Caracas was approximatelyrli®on. As of the
same date, Maracaibo, the nation’s second-lardfgsthich is located near Venezuela’'s most impatr{zetroleum fields
and richest agricultural areas, had an estimatgdlption of 1.8 million.

Part of the eastern border with Guyana is subgeathorder dispute. Venezuela has claimed théingerritory occupied
by Guyana should be considered part of Venezuaktisnal territory. The area of dispute is curkgninder the control of
Guyana. Under international accords, VenezuelaGunghna have agreed to seek a settlement of ttikotied dispute.
Since the signing of the accords, Venezuela ancaGaihave periodically undertaken negotiations giggrthe status of
the territory. Nevertheless, the negotiationsatedhave not resulted in a final accord. The atdp not contain any final
date by which the parties must resolve the dispute.

Drug traffickers, guerrilla incursions from Colonaband other incidents present a continuing probitem
Venezuela/Colombia relations. Venezuelan armeckfohave been stationed on the sparsely-populastm border to
control incursions and to provide protection to ¥emelan ranchers residing in this area. Amongrotteasures taken by
Venezuela, the army has deployed more troops atergprder to boost security.

On March 2, 2008, President Chavez announced ameeof troops towards Venezuela’s border with @dd@a and on
March 3, 2008 announced the suspension of diplemalitions with Colombia as a result of the incursy the
Colombian military into Ecuador and the killing Bplombian military forces of certain members of FA\Rncluding one
of its leaders. During 2007, Colombia was among@ézeiela’s largest trading partners. On March D82the
governments of Venezuela, Colombia and Ecuadorwmues a resolution of their political disputes aestitution of
normal diplomatic and trade relations as part dipgomatic mission led by the Organization of Ancarn States.

Population

Venezuela had an estimated population of approgina6.4million as of year-end 2007, of which approximatéf£o
were between the ages of 15 and 64. The estinvagrdzuelan labor force was approximately Iilion at December
31, 2007.

The Government has implemented a number of progcafiesd Missions to improve the social welfare obpand

extremely poor Venezuelans. According to INE, at®mber 31, 2007, the poor and extremely poor septed
approximately 33.1% of the Venezuelan population.
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The following table sets forth, for the year 2066mparative GDP figures and selected other comiparatcial indicators
for Venezuela and other selected Latin Americamtaes:

Venezuela Argentina Brazil Chile Colombia Mexico Peru
(in U.S. dollars)
GDP (billions§® $140.2 $183.2 $796.1 $115.2 $122.3 $768.4 $79.4
GDP per capit@ $6,632 $14,280 $8,402 $12,027  $7,304 $10,751  $6,03
Life expectancy at birth (years) 73.2 74.8 71.7 378. 72.3 75.6 70.4
Infant mortality rate 18 15 31 8 17 22 23
(per 1,000 births)
Adult literacy rate (%) 93.0 97.2 88.6 95.7 92.8 .21 87.9
Q) The United Nations calculates GDP and its camepts as adjusted for purchasing power parity.

Source: United Nations Development Program Humeveldpment Report, 2007.
Form of Government and Political Parties

Venezuela is divided into 23 states, a capitaltidisand various federal dependencies.

Venezuela has had a democratically-elected Govarhgirece 1958, following the overthrow of a miladictatorship.
The current Constitution, adopted in 1999, esthbBshe structure of the Venezuelan Governmeriydimg the division
of powers among the executive, legislative, judjdavic and electoral branches, as well as indiaidand collective rights
and duties.

Political Parties

Prior to the mid 1990s, the two largest politicates in Venezuela had beAncion Democréticareferred to as AD, and
Partido Social Cristianpreferred to as COPEI. These parties attractpdati from a wide spectrum of political interests.
Between 1958 and 1993, representatives of AD lelgtesidency five times, and representatives dPEiheld the
presidency twice. Commencing with the presidemiattion in 1993, AD and COPEI suffered from vatessatisfaction,
and several new coalition parties recorded elettictories. In 1993, Rafael Caldera was electezbi@ent on the
Convergencigarty ticket. Mr. Caldera had previously servedPassident between 1974 and 1979 as the COPEI
candidate.

In December 1998, Mr. Hugo Chéavez Frias was eleRtedident for a five-year term, capturing 56.5%hef vote. His
inauguration took place on February 2, 1999. Adwdaie from MVR, President Chavez was supportethduris

candidacy by a coalition called tR®lo Patridticq which included members of MVRJovimiento al Socialismaeferred

to as MAS, andPatria para Todosamong others. President Chavez's election weeped as a reflection of the
Venezuelan population’s disenchantment with theiti@nal political parties and concern over alléegas of public
mismanagement and corruption within the previousiatstrations. President Chavez was among theetsaaf an
attemptectoup d’etatagainst then President Carlos Andrés Pérez in.1@8%e the new Constitution became effective in
December 1999, new elections were scheduled. B0y2000, President Chavez was re-elected Rassfdr a six-year
term, capturing 59% of the vote.

The April 2002 Coup d’Etat

Early in February 2002, President Chavez appointed¢cordance with PDVSA bylaws and as it had leetjubeen done
every two years, a new board of directors of PDY8Wt included long term executives of PDVSA. démber of PDVSA
management politically connected to the oppositimtested the appointments and were joined by ppesition
controlled labor union namedonfederacion d&rabajadores de Venezuelar CTV.

A group of high-ranking military officers particifing in an already launchembup d’etatpublicly blamed President
Chavez for the civilian deaths, refused to recoghis authority, detained him in the Presidenta&bPe and transferred
him to Caracas’ military garrison. On April 12,@0) opposition groups gathered at the Presidetidce and appointed
Pedro Carmona, at the time the president of thdingabusiness federatioRgdecamarasas transitional President. On the
following morning, April 13, 2002, after a night démonstrations and the regrouping of militaryadfs supporting
President Chévez, the group supporting Mr. Carnitenbthe Presidential Palace. Mr. Carmona was teained by
military officers loyal to President Chavez andceavthours later, President Chavez returned to office
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The Referendum

Since 2001, there have been street demonstratiwhsadlies both in support of and against Presi@dvez. Some civic
groups, the media, the local business sector, GIl&bor union that represents close to 15% of thenized labor force in
Venezuela, and current and former military offickese led opposition protests. The most recentdameaging nation-
wide work stoppage began on December 2, 2002 asheldeon February 3, 2003. It was called byGoerdinadora
Democratica or the Democratic Coordinating Committee, a @wilpolitical organization, CTV and Fedecadmarasiand
was joined by managers and key PDVSA employeetinefficers of Venezuela's oil tankers and merdteet, banks,
the media, private and public universities and oleetors of the country.

The December 2002 work stoppage failed to achiesverimary objective of removing President Chawent power.

After that date, pro-Government and opposition geotook steps towards resolving the political sribirough the electoral
process. The Government and the opposition signeajreement on May 29, 2003, mediated by the Grgfaon of
American States, referred to as the OAS, whichbdistaed the political principles for a constitutadndemocratic, peaceful
and electoral solution to the political instabilfacing Venezuela. The parties to the agreemédatadedged that such a
solution could be achieved by a potential referemém the rule of President Chavez, which could amigur after August
19, 2003. That date marked the midpoint of Pregi@havez's six-year term, when the Venezuelan tatisn allows for
a legally-binding referendum.

On June 8, 2004, the National Electoral Counctiestahat the opposition had collected approxima2ebymillion
signatures demanding the recall of President Chaviezh was sufficient to initiate the recall redadum. On August 15,
2004, a recall referendum was held in which appnately 59% of the votes cast were against recafirgsident Chavez.

Recent Elections

State and local officials are elected for four-yeams. The last elections for state and locatiaffs were held on October
31, 2004. Candidates supported by President Chaoa21 of the 23 gubernatorial elections.

On December 3, 2006, President Chavez was re-dl€ecasident for a six-year term, capturing 62 &%he vote, which, in
turn, significantly lowered political and sociahtons.

The 1999 Constitution
After his election as President in December 1998siBent Chavez proposed a series of importantigadichanges in early
1999. After a popular referendum was held on Apsil 1999, thésamblea Nacional Constituyents the Constituent
Assembly, was created for the purpose of draftimgwa constitution. The members of the ConstitWesgtembly were
elected on July 25, 1999 and assumed legislativetifuns until the adoption of the new Constitution.
On December 15, 1999, the Constituent Assemblyepted a constitution for approval by the Venezuelagtorate. The
proposed constitution was approved by approximatéks of those persons who voted and was adoptedtief
December 30, 1999. Under the new Constitutiomieameral national legislature, the National Assmivas created to
undertake legislative functions.
The 1999 Constitution, among other things:

. expanded the role of the Government with respesbtial security, health care and education;

. created the civic and electoral branches of thee@owent;

. created the office of the Vice President;

. allowed active military officers to vote; and

» forbade the privatization of PDVSA. This prohibitiwas not extended to PDVSA's subsidiaries otegia
associations.

The 1999 Constitution guarantees Venezuelan ciizeloroad array of social benefits which signifitaexceed those
provided under the previous Constitution. Amonigeotsocial benefits, the 1999 Constitution provithes:
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» the Government is required to ensure the well-beifnits citizens through the creation of a natiopalblic
healthcare system up to the standards prevailitigeiprivate sector, the financing for which mustdmsured by
the Government;

. education is an absolute right of all citizens, #melGovernment must ensure that all citizens tioeded the
opportunity to free education (through secondahpst) in Venezuela’'s public education system;

» the Government is required to provide assistandts iitizens in the event of illness, incapacitgemployment,
maternity, paternity, old age and other speciawirstances; and

. all citizens are entitled to live in a home withegdate security, comfort, hygienic conditions aadib services; to
that end, the Government must ensure that meaargaesplemented to provide families with accesrancing
for the construction and the acquisition of rest@égmomes.

On August 15, 2007, President Chavez submittedetdNational Assembly, in accordance with proceduocegained in the
1999 Constitution, a proposal to amend the 199%@ation. In addition to the proposed amendmémthie 1999
Constitution submitted by President Chavez, membktise National Assembly proposed additional cleendhe National
Assembly approved the proposed amendments at glésite three separate discussions and called feieaendum to be
held on December 2, 2007 to decide on whether pocap or disapprove of the proposed amendmentsoming to the
figures announced by CNE, approximately 50.8% efutbters rejected the changes to the 1999 Coristitptoposed by
President Chavez and approximately 51.1% of thersatjected the reforms proposed by the Natiosakfbly. As a
result, under Venezuelan electoral law, neitheo$geroposals was approved by the voters

Organization of the Venezuelan Government

Under the 1999 Constitution, the Government is aisep of five branches at the national level, all asstate and local
governments. The following is a description of tbke of the various branches of Government:

The Executive Branch. Executive power is vested in the President and/ibe President, who is appointed by the
President. Under the 1999 Constitution, the Peggics elected for a term of six years and mayebelected for a second
consecutive term. The 1999 Constitution provided the public can call for a legally-binding rdaaferendum at any
time after the midpoint of the President’s six-ygam. Ministers are also appointed by the Predidad head the various
executive departments. These Ministers togethestitate the Council of Ministers. Under the 198@nstitution, the
President is the commander-in-chief of Venezueda'sed forces. The different services within Veredals armed forces
report to the Minister of Defense.

The Legislative Branch. National legislative power is vested in the NatibAssembly. National Assembly members are
elected by universal suffrage for terms of five ngeand can be re-elected for two additional conbezterms. The

number of members of the National Assembly is aeieed by the National Electoral Council on the baiproportional
representation by state.

The Judicial Branch. Judicial power is vested in the Supreme Courtvargbus lower tribunals. The Supreme Court is
the final court of appeals. It has the power tolal® null and void laws, regulations and othes aftthe executive or
legislative branches that conflict with the Congtdn. The 1999 Constitution provides that theidizl Assembly will
appoint the justices of the Supreme Court for teghear terms. Initially, the Supreme Court Lawvpded for 20 justices
of the Supreme Court. In May 2004, the Nationadéksbly approved an amendment to the Supreme Cawrtihich
increased the number of justices to 32. An abschajority of the National Assembly can fill thempositions created by
the amendment and can also remove a justice frertipreme Court. In December 2004, 17 new justiege appointed
by an absolute majority.

The Civic Branch. The civic branch, which was created under the91®8nstitution, is responsible for preventing,
monitoring and sanctioning ethical and moral violas in connection with public administration. $thiranch is comprised
of three entities: thBefensoria del Puebjavhich promotes and monitors the protection of haomights; theé=iscalia
General de la Republicavhich promotes the fair administration of justared judicial processes; and tGentralor

General de la Republicavhich monitors and controls the administratioritef Government’s assets, revenues and public
debt. The heads of these entities are appointedebMational Assembly. Candidates are evaluatddjaalified by a
committee of the National Assembly based on varugiisria, such as education level and experieggpointments are

for seven-year terms.
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The Electoral Branch. The electoral branch, which was created undel @89 Constitution, is responsible for
promulgating rules and regulations concerning @est The electoral branch also monitors electpratesses, campaign
financing and campaign advertising. The electbrahch operates through the National Electoral €ibuiThe head and
board of directors of the National Electoral Coliace appointed by the National Assembly.

The State Governments.State executive power is exercised by a goventar is elected by universal suffrage within
each state. State legislative power is vestethbe sssemblies whose members are also electetiv®rsal suffrage
within each state.

National Assembly

On December 4, 2005, elections were held for theskats in the National Assembly. Three days befwat, on
December 1, 2005, the principal opposition paiiesounced that their candidates would not partieipathe elections.
The electoral authorities reported that approxitya2&% of those eligible to vote participated ie tlections. President
Chavez’s political party, MVR, won 121 seats aneotparties aligned with the Chavez administratimm the remaining
seats. The next election for the National Assenbicheduled for 2011.

While a three-fifths majority is required to enaciabling lawgLeyes Habilitantes) two-thirds majority is required to
pass organic lawd eyes Organicas) Enabling laws are those that grant the Presithenpower to issue law-decrees
having the same effect as statutes without furdipproval by the legislature. Historically, MVR Hasen able to enter into
coalitions with MAS and several other small partiesrder to garner the specific majority requifedthe passage of
legislation. Currently, MVR has enough seats @ Nlational Assembly to pass legislation that rezgia simple majority.

The following table sets forth the number and paffiliations of the National Assembly as of Sepbem2007:

No. of
Political Party Seats
Movimiento Quinta Republica 121
Podemos 16
Others 30
Total 167

In order to have a direct link to his closest folers, in December 2006, President Chavez proptmedréation of a

unified political party, PSUV, which is comprisetitbose political parties that support the Presiddtarties that supported
the President are not obligated to join PSUV amdreaain autonomous. As of December 2007, sixipaliparties had
joined PSUV.

Enabling Laws

In April 1999, in accordance with Article 190 ofetiConstitution, President Chavez requested the Alest@n Congress to
pass a special law, referred to as the 1999 Ergbbnv. The 1999 Enabling Law granted the Presitlempower to issue
law-decrees that would have the same effect astegatwithout the need for any further approvaths/National

Assembly. Under the 1999 Enabling Law, the Pregides authorized to issue law-decrees relatingatmnal public
administration, public finance, taxation and sosi&durity. The President issued a number of lasveds in furtherance of
the Programa Econdmico de Transicion 1999-20@derred to as the Economic Plan. The enacteelizcrees included
the approval of a broadly-based 15.5% value-adaedeferred to as the VAT, to replace theuesto al Consumo
Suntuario y Ventas al Mayoreferred to as the LWT, and the approval of aperary 0.5% tax on bank debits, referred to
as BDT, which expired in May 2000 (and was effeglfrweplaced by a new bank debit tax promulgatedanch 2002).

On November 13, 2000, at President Chavez's regiesNational Assembly enacted a new enabling ¢gganting the
President the power to issue a number of new laweds, referred to as the 2000 Enabling Law. TH@9Znabling Law
authorized the President to issue law-decreeseimitbas of banking, agriculture, hydrocarbons,qeaissecurity, the
conversion ofondo de Inversiones de Venezu&lzown as FIV, into BANDES, and the organizatiowl dunctioning of the
executive branch, among others.

The 2000 Enabling Law expired on November 13, 208@wever, immediately prior to the expiration b&t2000

Enabling Law, President Chavez issued an additié@alew law-decrees governing numerous areas, tis¢ important of
which were:
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» anew Hydrocarbons Law, they Organica de Hidrocarburggoverning royalty payments on oil extraction
and control over petroleum sector projects (for enoformation, refer to “Principal Sectors of thenézuelan
Economy—~Petroleum and Natural Gas—New Hydrocarbomg'); a

» alands and Agricultural Development Law, referre@s the Lands Law, introducing land and agricaltu
reform (for more information, refer to “Principaé&tors of the Venezuelan Economy—Agriculture and
Livestock—Lands and Agricultural Development Lawebex”); and

* anew General Law of Banks and Other Financialtiigins (for more information, refer to “The Fingal
System—~Financial Institutions”).

On January 31, 2007, the National Assembly passeseenabling law, or the 2007 Enabling Law, gragtPresident
Chévez the legislative power to govern by decreh thie force of law for 18 months in several aréaduding
nationalizations, hydrocarbons, electric utilititsdecommunications, taxes, social security andip@ibance, among
others areas.

During the course of 2007, President Chavez iskaedlecrees governing the following areas, amohgrst

» the establishment of the Bolivar Fuerte, effectlaauary 1, 2008;

» the requirement that the existing Orinoco Belt pot§ be converted intBmpresas Mixtgor Mixed
Companies, in which PDVSA or PDVSA's subsidiarieédnan equity interest of at least 60%;

» the amendment of the law governing the regulatioih® administration of public sector finances émel
annual budget;

» the reduction of the VAT from 14% to 11%, effectiMarch 1, 2007, and then a further reduction to 9%,
effective July 1, 2007; and

» the establishment of mechanisms to prevent fooddigand speculation.

Domestic Initiatives
Redistribution of Idle Production Facilities

The Government has embarked on a program to igeatifjuire, reorganize and make operative unpraoggict
manufacturing properties in the private sectofle fgroductive capacity will be used by the stateremte new opportunities
for employment and increase local production. Gowernment is required by law to pay fair valuetfue assets taken.

Social Programs

Beginning in 2002, the Government designed soc@jams, called Missions, with the objective ofygding social
services in the areas of health, education and@munt, among others. Bs.517 billion were allodatethe 2003 national
budget to fund these social programs and, in 2B84.4 trillion were allocated for that purpos@. 2005, Bs.7.0 trillion
were allocated in the national budget to fund thissidns, while in 2006 such amount increased t@48.trillion. In

2007, Bs.11.9 trillion were allocated in the natibbudget to fund the Missions.

In August 2004, President Chavez adopted measui@eate three new social ministries to overseeingy nutrition and
small business. The Ministry of Housing is focusedoroviding affordable homes to Venezuelans Miv@stry of
Nutrition will work to guarantee low-cost food tee¥ezuelans in need, while the Ministry of Populemitomy is in charge
of developing cooperatives, small business enwgpras well as assisting residents in rural acedswvelop their own
businesses.

In spite of the fact that the Missions were credteiinprove literacy, provide primary health canetie country’s poorest
neighborhoods and develop employment opportunities)y of these programs came under criticism froengolitical
opposition for being considered as a short-termhaeism for gaining support for President Chavetharevocatory
referendum process in 2004 and for allegationsotifipal indoctrination attributed to the particijan of Cuban medical
staff in the implementation of such programs. ASeptember 2007, three years later, the numbmigdions have
increased td.9 nationwide and the Government believes that ttaere proven to be a successful mechanism to nelp a
relieve the major problems of those most in need.
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Additionally, President Chavez's administration besated state-owned entities to provide low-costmercial services
and to stimulate domestic production. Among thiaitives are a state-owned telephone company, @¥{@com, a state-
owned international airlingZonviasaandVeneMavil which was created to regulate the productiondisttibution of low-
cost automobiles by offering tax incentives to wanufacturers as long as at least 27% of the paed to assemble such
vehicles are manufactured in Venezuela.

Broadcasting Guidelines

In December 2004, the Government enacted a lamgéttrth broadcasting guidelines for televisiordaadio stations in
Venezuela and establishing social responsibildai@eng television and radio service providers, anoets, independent
producers and users. Among other matters, theetablishes a rating system based on the typeogfgmming and the
levels of violence, sex, profanity and certain atigiunacceptable behavior it contains. Televisiod radio stations are
required to broadcast certain types of programndimgng defined hours of the day, based on the gatassigned to the
programming.

The law also requires that television and raditicnta allow the Government to broadcast messagesie relevant and
valuable by the Government through their facilitie=e of charge, subject to certain time limits a@strictions as to
content and requires television and radio statioreontribute a percentage of their gross revetmesfund to be
established for the financing of projects to depatational production and training of televisiomgucers. Television and
radio stations that fail to comply with the prowiss of such law may be sanctioned. These sanatimid include the
imposition of fines, the suspension of operatiomd the revocation of operating concessions.

In addition, in March 2005, the National Assemhiaeted reforms to the Venezuelan Criminal Codeitiwdrporate new
crimes, revise the penalties for certain crimes @bsolidate certain special penal laws into thdecadncluded in such
reforms are amendments that increase the sevéritynoinal penalties for statements that dispanagielic officials and
expand the list of public officials protected bycBprovisions. The opposition to President Chévagministration has
alleged that the legislative reforms were in reggoto the media’s perceived partiality againstkisinistration and that
they may restrain the press from criticizing thev&mment.

On May 27, 2007, Radio Caracas Television, refetoeas RCTV, ceased transmissions after the Gowemhdecided not
to extend its concessions. On May 28, 2007, tleased television frequency was allocated to amalic-service
channel, TVES, whose main objective is the broatfaasf entertainment and educational programstamfomote the
national production of programs that suit the correeeds of the population. In July 2007, RCTVaegroadcasting on
cable and satellite television.

TELESUR

In July 2005, TELESUR, the Latin American televisioetwork sponsored by the governments of Veneziéetgentina,
Cuba and Uruguay, began broadcasting on a limithddule. By October 31, 2005, TELESUR, based ia€zs and
originally owned by the Venezuelan Government, begéull-time broadcasting that can now be seeat ieast 15
countries. TELESUR was designed to spur Latin Acaer integration by creating a new communicatiorageym that
serves as an alternative to large media congloegrathe network was funded with U.S.$10 milliooypded by the
countries that jointly owned the network at thediof funding: Venezuela (51% ownership), Argentip@% ownership),
Cuba (19% ownership) and Uruguay (10% ownershifjerwards, in April 2006, Bolivia agreed to buyb&o stake in
TELESUR. Other Latin American countries may jairthe future.

Mandatory Allocations of Bank Credits

In August 2005, the National Assembly passed augen that requires private commercial banks toadte a minimum
of 2.5% of their loan portfolio to finance tourigmmojects, while the public sector banks and norkbmninstitutions have
to allocate 5.0%. The Venezuelan banking industiryently has a total of five mandatory credit eitions, including
21.0% for the farming sector, 10.0% for mortgagenks 3.0% for microloans, 3.0% for tourism and ¥@for the
manufacturing sector. As a result, private andipugector banks must contribute 47.0% of theialtédan portfolio,
respectively, to defined essential segments oétomomy.

Social Production Companies

In September 2005, President Chavez issued a lareelereating thEmpresas de Produccién Sogiat Social
Production Companies, also referred to as EPSe. EREs are community-based, socially-minded ecanentities
financially assisted by the Government, dedicategeinerating and providing goods and services sacgso satisfy the
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basic needs of the community. EPSs were estallighprovide the Venezuelan labor force with oppoities to
participate in a variety of sectors of the economgluding the petroleum and mining sectors. A#airch 31, 2007, CVG
was operating 216 EPSs and spent approximately9BsHillion to finance 173 of such entities. AsJoihe 30, 2007,
PDVSA was operating 1,785 EPSs and spent approsgiynBs.14.5 billion to finance 23 of them.

Nationalization of Private Companies

In January 2007, President Chavez announced d@laationalize various areas of the economy inotaéold assets that
were considered strategic for the development oféZeela. As of May 2007, the Government contradipdroximately
93% of EDC, and controlled approximately 86% of CAN Venezuela's largest telephone carrier. Assalteof these
nationalizations, the Government intends to fa#itaccess to efficient and reliable energy andhoonication services at
an affordable price.

On April 16, 2008;Ternium, S.A.Consorcio Siderurgia Amazonia, Ltahd SIDOR signed an agreement referred to as
“Agreement Relating to the Transfer of SIDOR to Yfenezuelan State” under which they agreed to bsta® Transition
Commission composed of eleven persons designatéduelinistry of Popular Power for Basic IndustrydaMines to

liaise with SIDOR’s Board of Directors in connectiwith the transfer of the shares and operatior8IDOR to the
Venezuelan Government. This Commission will haversight powers over SIDOR’s activities to ensine protection of
the Venezuelan Government's interests. Under gineeement, SIDOR’s Board of Directors will continioeperform its
duties relating to SIDOR’s ordinary course of Imesis until the transfer of a majority of SIDOR’ss#s to the Venezuelan
Government has been completed. The agreementaisensplates that the Venezuelan Government wilbuiadte the
negotiation of a new collective bargaining agreetwéth SIDOR’s workers’ union.

On April 29, 2008, the National Assembly declaree ©Orinoco Steel Production Centeefro de Produccion
Siderurgica del Orinocpwhere SIDOR is located, SIDOR’s shares of capiiatk and SIDOR’s real property, machinery
and equipment as public utility and social integestets. The government and SIDOR's majority bo&der are
undergoing negotiations in connection with the Goweent's acquisition of a majority stake in SIDOR.

In the cement sector, the Venezuelan Governmeramasunced its intention to nationaliZemex Venezuela, S.A.C.A.
(Vencemos Holcim (Venezuela) C.A. anfdabrica Nacional de Cementos, S.A. Glaafarge Group). The transactions are
in a preliminary discussion phase.

External Affairs and Membership in International Or ganizations

Venezuela is a member of the United Nations araiading member of the Organization of American&tatlt is also a
member of OPEC, the International Monetary FundM¥, the International Bank for Reconstruction @elelopment,
referred to as the World Bank, the Inter-AmericaavBlopment Bank, referred to as the IADB, the Gainggreement on
Tariffs and Trade, or GATT, the World Trade Orgaatian, or the WTO, an@orporacion Andina de Fomenta
multilateral development bank headquartered in Gegaeferred to as the CAF, as well as other sigmif international
organizations.

Venezuela has traditionally consulted and discuss#dvarious international agencies such as tHeBAthe World Bank
and the IMF its economic programs, objectives, grtpns and policies. In particular, Venezuela ples with Article IV
of the IMF Articles of Agreement, which requiresatimember countries carry out annual consultatwitis the IMF.

In 1973, Venezuela became a member of the Andeam@mity, an Andean regional integration alliancépae members
include Bolivia, Ecuador, Colombia and Peru. ImiAR006, President Chavez announced that Venezueldd withdraw
from the Andean Community. Despite this announcegméenezuela has yet to formally complete allhef hecessary
withdrawal procedures, a process that can take fipe years to complete. In August 2006, Venezaeld the Andean
Community signed an agreement to keep the tradaraages fully and reciprocally effective, despite April 2006
announcement.

In 2004, Venezuela became an associate memberrmobsleg. In May 2006, Venezuela agreed to the paitfor
admission as a full member, including a timetablebringing down mutual trade barriers, and a fibehdline of January
1, 2014 for full liberalization among all membeidnder the protocol, Venezuela has agreed to adbeatt key Mercosur
codes and adopt Mercosur's common external taviffeo later than June 2010.
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Venezuela is also a member of a number of othetilatekral trading groups, including the Caribbeam@nunity and
Common Market, known as CARICOM. Venezuela was alparty of the G-3 Group, which includes Mexical a
Colombia.

In April 2007, President Chavez indicated the gubsi that Venezuela would separate itself frora tMF and the World
Bank, stating that the country had paid back aitoobbligations to both multilateral lenders and dot concur in the

policy objectives the institutions were pursuinghwiespect to the poorest nations. It was latapanced that any decision
on this matter would be subject to appropriate uatibn and analysis. To date, Venezuela’'s Goventim@s not taken any
formal steps to withdraw its membership in the It the World Bank.

In June 2007, Venezuela along with Bolivia, Cubd Bitaragua entered into an agreement establigsha@ank of the
Bolivarian Alternative for the Americas, referrenlds the Bank of the ALBA. The Bank of the ALBAswereated
primarily to enhance the economic and social irgégn of the member nations with an emphasis ottritting to
sustainable economic and social development bycirdyoverty, strengthening integration and promgconomic
exchange equitably among the members.
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THE VENEZUELAN ECONOMY
Overview

Venezuela has been a major petroleum exporter #irecearly twentieth century. According to B Statistical Review of
World Energy 2007Venezuela is the ninth-largest oil producer iaWorld. From 2003 through 2007, petroleum prosluct
accounted for an average of approximately 86.0%eavfezuela’s total exports. During the same pefpatioleum

revenues accounted for an average of approximdteos of Venezuela’s total Central Government reesrmand the
petroleum sector accounted for an average of appairly 15.5% of GDP. In 2007, petroleum actiataezcounted for
approximately 12.2% of GDP, compared to approximyet8.8% in 2006.

Venezuela's economy is diversified, with non-pegtoh activities generating an average of approxiina¢.9% of GDP
between 2003 and 2007. Major non-petroleum compisref GDP in 2007 included manufacturing (16.58gncial
institutions (14.4%), transportation (7.9%) andleg12.4%). The Government anticipates that patralwill continue to
be the main source of export earnings and fiscamaes for the foreseeable future.

Through PDVSA andorporacion Venezolana de Guayameferred to as CVG, the Government controls Sicgmt
proportions of GDP in the petroleum, electricigglecommunications, mining and basic industriesogeaif the economy.
The Government, through PDVSA, accounts for thé& lbfiVenezuela’s total exports. The Governmenb algpplies the
majority of basic public services, such as watksgteicity, health and education. The private seotwns and operates
businesses with respect to most other economicites.

Economic Performance in 2007

The Venezuelan economy has experienced a conthatiedf growth during the past four years. A sfigaint part of such
growth is due to an economic policy focused onanstg the growth of domestic economic activityrptigh which the
GDP in 2007 amounted to approximately Bs.55.7drilin 1997 Constant Bolivares, representing af8yfowth as
compared to 2006. The continued economic growttichivhas increased in 17 consecutive quarters Beoémber 31,
2007, is primarily due to non-petroleum activities.

In 2007, the non-petroleum sector expanded by 9viddiée the petroleum sector contracted by 4.2%e @omestic
aggregate demand has responded to increased ¢téymiblic spending and bank financing, along wittirap in
unemployment, a reduction of the informal sectat an increase in average real wages, private coptsumand
investment.

For the year ended December 31, 2007, the ratlafion, as measured by the CPI, stood at 22.5fraximately 5.5%
higher than 2006, despite the significant expansidhe aggregate demand. The abundance of itiena&reserves
provided macroeconomic managers with the resodcctse these structural imbalances through a emieh-strategy based
on the expansion of domestic production. Additlyndhe inflationary pressures were partly tempeby increased levels
of imported goods and services at a stable nomixahange rate, a strong level of internationalmeseand liquidity
regulatory operations undertaken by Banco Centrabhddition, price controls and the expansionisfridbution networks
providing low-cost food assisted in curbing inftatary pressures affecting low-wage households.

On April 3, 2008, INE, in affiliation with the Mistry of Popular Power for Planning, and the CerBiahk issued
Resolution No. 08-04-01 regulating the National Slaner Price Index or INPC (Indice Nacional de Rrgail
Consumidor) effective as of January 1, 2008. INBers the same items as CPI with national geoigaguiope. The
previous system only covered the Caracas and Mié@oaetropolitan areas.

Inflation figures from January 1, 2008 will be aaleted using INPC. Figures prior to January 1,864l not be re-
calculated. INPC will have as its base period Ddmer 2007 and be published monthly within the fiest days of each
month. For the first three months of 2008, thelighled figures were as follows: January 3.1%, Fety2.1% and March
1.7%.

Under the previous calculation method, for the I@ith period ended February 29, 2008, CPI was 24.4%.
During the fourth quarter of 2007, short-term ietgrrates of commercial bank loans averaged 1c6#bpared to 15.8%

for the fourth quarter of 2006. The deposit rate90-day certificates of deposit averaged 11.7%Herfourth quarter of
2007, compared to 10.1% for the fourth quarter@i&
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As of December 31, 2007, the Central Governmeetgnues totaled Bs.18.8 trillion in 1997 Constanii\res and the
Central Government's expenditures totaled Bs.1fl®h in 1997 Constant Bolivares. As a resuiie Central
Government accounts recorded a surplus of Bs.illi®ririn 1997 Constant Bolivares, or 3.0% of GD&, 2007.

Gross international reserves stood at approximaieB;$33.5 billion at December 31, 2007 (excludingounts deposited
in the Macroeconomic Stabilization Fund, referrecs the Stabilization Fund), representing a deeredapproximately
U.S.$3.2 billion since December 31, 2006. The 8d&drease in gross international reserves was ghintue to transfers
to FONDEN. At December 31, 2007, the balance énStabilization Fund was U.S.$809 million, an irse of U.S.$41
million from year-end 2006.

The Foreign Currency Administration Commissiongeredéd to as CADIVI, has allocated additional ameuoftforeign
exchange to address the needs of a surging donmeestimmy. Accordingly, imports continued their wrd/trend.
Imports of goods related to capital formation régyied a notable growth, followed by increases iponts of goods for
final and intermediate consumption.

During 2007, the capital account recorded a deditlt.S.$23.3 billion. The deficit in the capitatcount in 2007 was
primarily due to external transfers made by FONDEN.

Economic Plan
Introduction and Overview

In May 2007, the Government released an outline sik-year Economic and Social Development Pldiermed to as the
Development Plan. The Development Plan calledheiGovernment to seek sustained economic growtle wh
concentrating on advancing social strength. Theeldpment Plan contemplated economic proposalsti@ee price
stability, including establishing a more efficieyistem of tax collection and consolidating pubkbtd The Development
Plan called for the Government to use the increaseehue generated from the improved tax collediovards social
development programs, focusing on overcoming pgwant social exclusion.

The economic plan for 2008 builds on the economiovery and improvements achieved in 2007. The ipieludes the
following goals:

e sustaining economic growth achieved in recent yeaosder to reduce poverty levels;
. optimizing public expenditures in key areas, inahgchealth, education and infrastructure;

. reducing public debt in order to increase the cpéar public investment and in order to increaseh
investment;

. establishing a more efficient system of tax coltett
. continuing the investment in social developmengpaims and strengthening the social economy;

. contributing to the control of monetary liquidity lbequiring PDVSA to pay petroleum royalties, inadtax and
dividends in U.S. dollars; and

» decreasing inflation.
Economic Policy and Legislation

Fiscal Policies

The Government’s fiscal policies have combined aroeconomic stabilization program with structuflorms that are
intended to strengthen public finances for thereiand reduce volatility in the fiscal accounts.

In 1999 the Government replaced the LWT with theertwroadly-based New VAT, referred to as the VAGmenenced
the modernization of its customs duty collectiongadures with financial assistance from the IADB approved a
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temporary tax on bank debits, referred to as th® Tlhich expired in May 2000 but was effectivelyimstituted in March
2002 through a new TBD which was further amendddanch 2003.

In 2003, the VAT generated revenues of Bs.6.8dril(4.9% of GDP), and the TBD generated reventi&s®.0 trillion
(1.5% of GDP). During 2004, the VAT generated rexes of approximately Bs.13.4 trillion (6.5% of GD®hile the
TBD generated Bs.1.9 trillion (0.9% of GDP). In080the VAT generated revenues of Bs.20.0 tril[8@% of GDP), and
the TBD generated Bs.2.7 trillion (0.9% of GDP).hi the VAT generated revenues in 2006 of Bs.201®&n, the
Government eliminated the TBD in February 2006e WAT was reduced from 14% to 11%, effective Mat¢l2007, and
was further reduced to 9% effective July 1, 20672007, the VAT generated revenues of approxirgassl28.1 trillion.

The Public Finance Law

On September 5, 2000, the Government enactedeypn®©rganica de la Administracién Financiera det®e Publicq
referred to as the LOAFSP, an organic law desidgogdgulate the administration of public sectoafines, which are
defined as the set of systems, administrative Isoaiel procedures involved in the collection of putdvenues and their
application to implement the Government'’s objetivdhe LOAFSP addresses the creation and the &dration of the
budget, as well as the administration of publid@rand the treasury, accounting systems, taxe$amveérnment assets.

Through the LOAFSP, the Government expects torafjegater efficiency, transparency, integrity antvency in the
administration of public funds. To achieve theealg, the LOAFSP establishes a basic frameworkdear accounting
standards designed to record and report the finhperformance of the public sector more accuradely reliably than in
the past. Once the Office of Public Audit is ceghtinder the LOAFSP, it will have the responsipitif auditing the public
accounts. The LOAFSP reaffirms the role of the istiy of Popular Power for Finance, referred tatesMinistry of
Finance, together witBficina Central de Presupuestor the Central Budget Office, as the entitiepogsible for
coordinating the administration of the public ficarsystem.

The Budget and the Pluriannual Framework

The LOAFSP establishes two budgetary documentsyiireo Plurianual or the Pluriannual Framework, and the
Presupuesto Anuabr the Annual Budget.

The Pluriannual Framework, which serves as theslfasithe Annual Budget and which is prepared eterge years,
projects expected fiscal results and places maxifimits on the amount of public expenditures anttdbhat may be
authorized over a three-year period. It also dostthe economic policy targets for the three fisears which it covers.
Under the terms of the original LOAFSP, the Goveentrcould not spend funds or incur debt in excéskseoamounts
authorized by the Pluriannual Framework, exceph@event of a national emergency and with the@agprof the National
Assembly. Also, the Pluriannual Framework couldl im® amended by the President, pursuant to enalalivgyor
otherwise, without the approval of the National ésbly.

In March 2007, President Chavez amended the LOARSBw-decree within the legislative power confertgy the 2007
Enabling Law. Although the first Pluriannual Frammek legally approved by the National Assembly witirrespond to
the period 2011 through 2013, the LOAFR&Mtains transitory provisions which are applicdbden 2005 through 2010.
Beginning with the period 2011 through 2013, theridhnual Framework will be enacted by the Natiohssembly and
will cover three-year periods in the manner contlatgal by the LOAFSP. Until that time, in accordamdgth the law-
decree, the Government will submit the Plurianritraimework to the National Assembly for the perioi2005 through
2007 and 2008 through 2010; however, they willdrdriformational purposes only and will not be faliy enacted. In
2007, the Government submitted the Pluriannual Evaonk for the period 2008 though 2010 under thermftive
conditions set forth in the law-decree.

The Annual Budget projects revenues and expenditiorethe forthcoming fiscal year. Before the Iatl Assembly
approves the Annual Budget, the Ministry of Finarmagst submit to the National Assembly a projecteddet and
financial information related to estimated penséapenditures and other contingent liabilities. TIWAFSP requires the
President to submit a report evaluating the exeoutf the Annual Budget during the previous yeah®National
Assembly by July 15 of each year. If the Natiohssembly does not approve the Annual Budget foffdhtacoming year
by December 15, the then current Annual Budgetautitinue to apply.

In November 2006, the National Assembly approvediihdget for 2007. The 2007 budget, as approveiegied total

revenues of approximately U.S.$49.6 billion (30.8#65DP), and total expenditures of approximatel$.$52.3 billion
(31.9% of GDP). The 2007 budget also contempkategal limit on borrowing by the Republic of U.S.$ billion (2.4%
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of GDP). The budget for 2007 was based on ceassumptions, including real GDP growth of 5.0%awaarage price for
the Venezuelan oil basket of U.S.$29.00 per baaregverage exchange rate of Bs.2,150.00 = U.R2$h0 an average
inflation at a rate of 12.0%.

In November 2007, the National Assembly approvedithdget for 2008. The 2008 budget, as approvegegts total
revenues of approximately U.S.$59.1 billion (25.8#65DP), and total expenditures of approximatel$.3$63.9 billion
(27.3% of GDP). The 2008 budget also contemplkategal limit on borrowing by the Republic of U.23.6 billion (3.3%
of GDP). The budget for 2008 is based on certaguaptions, including real GDP growth of 6.0%, a@rage price for
the Venezuelan oil basket of U.S.$35.00 per baarehverage exchange rate of Bs.2,150.00 = U.R%té current
exchange rate as of January 1, 2008 is Bs.F 2115:$1.00) and an average inflation at rate of %1.0

National Treasury and Public Accounting

The National Treasury manages the Government'sifies, supervises and records the payment of expessliauthorized
in the Annual Budget, retains custody of the fuadd securities belonging to the Republic, recolidEraasury revenues
and evaluates opportunities for the issuance cd§urey bonds.

The LOAFSP seeks to increase the integrity of thea3ury function in the management of public manies that end, the
LOAFSP prohibits those civil servants who are resilole for determining and recording the amountesenues owed to
the Government, such as taxes and royalties, framicfpating in the collection and custody of suetienues. In addition,
it requires that civil servants held liable for mignagement of public monies must indemnify the Gawent, in addition
to any other criminal or administrative actionsttirey be taken against such persons.

The LOAFSP provides that public monies must be taaied in a single account, known as the Singleont in order to
centralize the collection of revenues and the n@kiihpayments. The Single Account is administdrgthe Ministry of
Finance through Banco Central and domestic andgiomommercial banks. The LOAFSP permits the distainent of
subaccounts for the administration of the Singledmnt.

The LOAFSP establishes the National Office of RuBltcounts as the office responsible for the e&hbient of public
sector accounting standards. The National Offfdeublic Accounts is also responsible for the prapan of the General
Report of the Treasury, which the Ministry of Ficamrmust present to the National Assembly every.y&aaddition, it
sets forth guidelines with respect to the accougrtieatment given to expenditures and revenues.inStance,
expenditures may not be accounted for until theyaatually incurred, although they may have begmaged in a prior
year. Equally, revenues are to be recorded ondy #iey have been collected. All accounts clos®ecember 31 of each
year.

The LOAFSP was amended on January 9, 2003. Uhddetms of the amended LOAFSP, the President subshit an
annual borrowing law to the National Assembly fppeoval each year. This borrowing law must sethftihe maximum
amount of public credit that the Republic may cactrand the maximum amount of net indebtednesshbaRepublic may
incur for that fiscal year. As originally draftetthe LOAFSP had provided that, after the annualdwang law had been
approved by the National Assembly, the Presidentlvbave the ability to enter into public crediteogtions when he was
able to obtain favorable financial conditions foe tRepublic. He would then periodically inform thational Assembly of
such transactions. As amended, the LOAFSP nowresgine President to obtain approval from @mnision Permanente
de Finanzas de la Asamblea Nacioftake Permanent Finance Committee of the Natiosakfbly) prior to undertaking
each public credit operation. Additionally, eacicls request for approval must be accompanied pparion from Banco
Central. Approval is granted if the National Ass#yrdoes not deny such request within 10 days.

Macroeconomic Coordination

The LOAFSP requires that the Minister of Financd tire President of Banco Central execute an AnGoaldination
Agreement. The Annual Coordination Agreement isigleed to harmonize the fiscal, monetary and firanpolicies of
Banco Central and the Central Government in orechieve macroeconomic stability. The Annual @oation
Agreement must specify the economic objectivesarid® Central and the Ministry of Finance. The L&®Fexpressly
prohibits the inclusion of provisions that may heerpreted to infringe upon Banco Central’s indefmte from the
Government. Both the Minister of Finance and theskélent of Banco Central are accountable to tHeéoNa Assembly
with respect to performance under the Annual Comtibn Agreement.

The Annual Coordination Agreement for 2007 was egett by the Ministry of Finance and Banco CentraOxtober 10,
2006. The agreement, entitled the Annual Econd®oicy Agreement 2007, set forth the following attjees: (1)
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maintenance of the positive economic growth expege in recent years, demonstrated by an annuadse in GDP; (2)
the achievement of price stabilization, demonstrdte a decrease in the rate of inflation; and i&)maintenance of a
positive balance in the current account of balasfqgayments.

Through this Agreement, the Ministry of Finance &ahco Central agreed to work together to cooréimaid execute
fiscal, monetary and exchange policy consistert tie objectives set forth above. To that endptities agreed as
follows: (1) with respect to fiscal policy, the Matry of Finance would implement measures aimegpétnizing
expenditures to achieve a fiscal surplus of theti@eGovernment; (2) with respect to monetary pgliBanco Central
would utilize interest rates and other mechanisorsitulate economic growth and to maintain priediity; and (3) with
respect to the exchange policy, Banco Central westdblish policies and procedures that promoteieficy in the
exchange market and keep the exchange rate stdle,approving currencies consistent with the pct¢d level of
economic activity and maintaining the right to imene in the market when circumstances warrant.

Intergenerational Savings Fund

The LOAFSP contemplates the creation of a funerrefl to as the Intergenerational Savings Fundgded to promote
public development policies, such as investmesetincation, healthcare and the non-petroleum seotdre economy.
Deposits into the Intergenerational Savings Fung nm be used for any purpose for a period of astiéwenty years from
the date of its establishment. The mechanismsdoitributions to be made into the Intergenerati@alings Fund are to
be established in the implementing legislation. oABecember 31, 2007, this implementing legislatiemained pending.

Reforms to the Stabilization Fund

The Stabilization Fund was designed to ensureflilhetuations in oil income do not have a substamttmnomic effect on
the country. Under the original terms of the regioins governing the Stabilization Fund, PDVSA #me Government,
acting on its own behalf as well as on behalf efiarious state and local governments, contribragdities, dividends, tax
revenues and transfers related to the petroleutorsiecexcess of the average of such royaltiegddivds, tax revenues and
transfers for the previous five years. The amaamtributed was calculated after subtracting paitcations to state and
local governments and, in those years in whichstieeduled debt service exceeded 20% of budgetedues for such
yeatr, to the Debt Rescue Fund.

Contributions to the Stabilization Fund are to lepakited with Banco Central, which maintains a stpaaccount for each
of the Central Government, the various state andllgovernments and PDVSA. The Stabilization Fooitemplated that
funds would be distributed among its contributausimy years in which each such contributor’s ragalt dividends, tax
revenues or transfers related to the petroleunosegare less than the average of such royaltiegjehds, tax revenues or
transfers for the previous five years. In suchesasontributors to the Stabilization Fund wereyatile to draw up to the
amount required to cover the difference with respethe average royalties, dividends, tax revermrdgansfers for the
previous five years. The law also provided thatdisbursements made by the Stabilization Fundhduwifiscal year may
not exceed two thirds of the balance of the Stzdilbn Fund at the end of the prior fiscal yeaowsdver, this restriction
was not applicable during the five years ended Ndber 2003.

Distributions from the Stabilization Fund can almade in years when contributions to the Stattibn Fund exceeded
80% of the average of petroleum revenues for tkeeipus five years. In those cases, monies digeibto the Central
Government were required to be used: (1) 40% feFtndo Unico Sociala fund designed to provide financing for the
implementation of Government programs under thenBoac Plan; (2) 35% for BANDES; and (3) 25% for thebt
Rescue Fund. Monies distributed to state or Igogkrnments must be used for investment purpogespethat during
fiscal year 2002 and until June 2003, up to 20%uch distributions could be used by state or lgoakrnments to cover
budget deficits. Monies contributed by PDVSA mayrbedistributed to it and may be expended for amp@se authorized
by the Council of Ministers, with the consent o tRational Assembly.

The Stabilization Fund also contemplated that fuadatsve a minimum required level may be distributedases of
emergency or budgetary need, upon the approvéleoPtesident in consultation with the Council ohidiers, with the
consent of the National Assembly. However, theimimm level that must be achieved in order to auteothe use of the
Stabilization Fund under these circumstances wasa nequirement during the first five years aftes treation of the
Stabilization Fund.

All contributing entities to the Stabilization Funtlst calculate within a month after the end ohequarter the amount of

any contributions that must be deposited for three@ding quarter and must make all deposits withid&ys after the end
of such quarter.
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Effective November 27, 2003, the National Assengigcted a new Stabilization Fund Law. The mostifognt reforms
to the Stabilization Fund included the following) ¢he Ministry of Finance became responsible lieradministration of
the Stabilization Fund, although Banco Central itaaied control over the day-to-day operations avestment policies;
(2) the board of directors of the Stabilization Bumas composed of representatives appointed byaable Minister of
Finance, the Minister of Planning and Developmt,states and local municipalities and PDVSA#(i&)purpose of the
Stabilization Fund became to achieve budgetaryligiaait both the national and state levels; (4pddition to the sources
of funding set forth in the previous Stabilizatisand Law, the new law included as an additionats®of funding
amounts raised from the privatization of governm@mnhed companies, concessions and certain joirttiveoperations;
and (5) the Republic was required to contributthtofund, net of mandatory appropriations as detethby the
Constitution, the surplus (if any) calculated aes difference between the aggregate oil revenuesdon calendar year,
calculated in U.S. dollars, and the average of eggpe oil revenues for the three preceding caleyelans. Oil revenues
included tax revenues levied on oil companies dpeyan Venezuela, royalty revenues and dividenais oy PDVSA.
Additionally, PDVSA was required to contribute teetfund 50% of the surplus (if any) calculatedtesdifference
between oil export revenue for each calendar yedculated in U.S. dollars, and the average oéxiort revenue for the
three preceding calendar years, net of taxes. PD&ained the owner of amounts it contributedhs $tabilization
Fund. The amounts were required to be allocategparate accounts for each of the Republic, PD&SRstates and
local governments.

In October 2005, the Stabilization Fund was refam&he most significant reforms to the StabiliaatFund included the
following: (1) Banco del Tesores now responsible for the administration of thetization Fund; (2) the board of
directors of the Stabilization Fund is composedepfesentatives appointed by the President in dtatisun with the
Council of Ministers; (3) PDVSA is no longer reqegrto contribute funds to the Stabilization Funtj &) withdrawals
from the fund are less discretionary in nature.

Withdrawals from the fund will be made through tational Treasury, which will apply the Bolivar anmds resulting
from U.S. dollar transfers from the Stabilizationrfél to meet shortfalls in fiscal revenue and spdiciancing needs
arising from a state of “economic emergency” degr@eaccordance with Venezuelan law. Annual wigveltls from the
fund may not exceed 50% of the balance of the aatated resources from the preceding fiscal year.

The amended Stabilization Fund Law caps the amdaris deposited for each participating entitya®ws: (1) amounts
deposited for the Republic may not exceed 20% @ftrerage value of oil exports of the three preggdalendar years;
and (2) amounts deposited for states and localrgovents may not exceed 10% of the average valo# exports of the
three preceding calendar years. Under the ame@&tidllization Fund Law, PDVSA is no longer requitectontribute to
the Stabilization Fund.

The funds will be managed IBanco del TesoroThese funds will not constitute part of the Relfu’s international
reserves nor part danco del Tesore assets.Banco del Tesorwiill be required to submit a description of thatas of the
Fund and its investments to the Permanent Finapocen@ssion of the National Assembly each month.

The balance in the Stabilization Fund aPetember 31, 2004 was approximately U.S.$710 millam increase of
approximately U.S.$10 million from year-end 200Bhe balance in the Stabilization Fund was approteiyd).S.$732
million as ofDecember 31, 2005, and approximately U.S.$768anilis oDecember 31, 2006. The balance in the
Stabilization Fund as d@ecember 31, 2007 was approximately U.S.$809 millio

Financing Policy

The Government’s primary financing efforts are lgedirected at tapping local resources and finarzaakes in order to use
national savings generated by individuals and aafans, as evidenced by increased levels of monétpuidity. This
enables the Government to minimize external exgoand reduce the cost of debt in comparison toriatenal debt. In
order to reduce the cost of debt, global bonds haem issued locally that are purchased in Bolg/atg denominated in
U.S. dollars, obtaining lower coupons.

To optimize the debt balance, the Republic initiatee retirement of approximately U.S.$3.9 billiohts Par and Discount
Brady Bonds in February 2006 which was completet/lay 2006. Additionally, optimization efforts weuadertaken
with respect to bilateral and multilateral debtls@ there have been efforts aimed at reducingyeabt service, including
achieving net interest savings through prepaymedtrafinancing, and extending the profile of certaiaturities.
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The Government’s current financing policy contengsdaaccess to the domestic and international ¢ap#ekets in order
to extend its debt payment profile. The Governrsdittancing policy also contemplates the strengihg of medium- and
long-term benchmarks in the domestic and internaticapital markets.

Monetary and Exchange Policies

In 2001, Banco Central undertook a more active imimonetary policy than had been pursued in previgears in order to
provide stability in the foreign exchange markBanco Central placed bonds held in its portfolithia open market
through the use of repurchase agreements and thek measures to stem capital flight and to relignessure on the value
of the Bolivar and its international reserves.

Banco Central’s actions in 2001, combined withwak global economy, resulted in exchange ratéligyafior most of
the fourth quarter of 2001. However, during th&t kavo weeks of December 2001, the demand fordareurrency
suddenly increased, and Banco Central was forcegojgen its money desk operations and increasgisheunt rate in
order to provide stability to the foreign exchamgarket and prevent rapid devaluation of the Bolivat December 31,
2001, the Bolivar traded at Bs.758 = U.S.$1.00.

In January 2002, Banco Central widened the curremchange band and allowed the Bolivar to deprecigtinst the U.S.
dollar at a slightly greater rate. This changeyéeer, failed to lessen the pressure on the Bqlivad Banco Central
continued to spend large amounts of its internalioeserves to defend the value of the Bolivar. Fehruary 13, 2002,
President Chavez announced that the Bolivar wdaht freely, with no protective band and minimakivention from
Banco Central. Banco Central continued to pari@ctively in the exchange markets in 2002 iateempt to slow the
depreciation of the Bolivar. Despite the interventby Banco Central in the exchange markets, #efloating exchange
system put a considerable amount of pressure oBdlear, which led to a significant devaluationtb®& Bolivar with
respect to the U.S. dollar in 2002. On Decembe802, the Bolivar/U.S. dollar exchange rate,aswdated by Banco
Central, was Bs.1,403 = U.S.$1.00, reflecting arelegation of 85.1% since December 31, 2001.

Exchange Control Regime

In addition to the devaluation of the Bolivar d@iRf002 described under “—Economic Policy and Letjmte—Monetary
and Exchange Policies” above, the general workpstge that began in December 2002 resulted in &isagnt decrease in
the availability of foreign currency generated frtime sale of oil. This decrease was coupled witkxraordinary increase
in the demand for foreign currency, resulting isignificant decline in the level of the Republigisernational reserves and
a substantial depreciation of the Bolivar agaihstW.S. dollar during the first few weeks of 200Bhe substantial
reduction of oil exports resulting from the workgpage also damaged the country’s trade balanbeseTproblems
disrupted Venezuela’'s economy and threatened ¢ztafiegatively the Republic’s ability to servicg éxternal debt. In
response to those developments, and in an attenaghieve monetary stability as well as to ensoeeRepublic’s future
ability to continue to meet its external debt ohtigns, the Republisuspended foreign exchange trading on January 21,
2003. On February 5, 2003, the Government adapteaties of exchange agreements, decrees andtregsilastablishing
a new exchange control regime.

CADIVI, was created in February 2003 for the adstirzstion, control and establishment of the new arge control
regime. CADIVI is composed of five members who appointed by the President. CADIVI is only resgibie for
approving private sector imports; public and oipionts are not handled by CADIVI.

From its inception through December 31, 2007, al ot U.S.$108.2 billion in foreign exchange hagbapproved for
imports under the exchange control regime. In 2@ADIVI approved approximately U.S.$43.0 billiomfioreign
exchange. For the five years leading up to th@dhiction of the exchange control regime, Venezsapknt an average of
approximately U.S.$1.2 billion per month on imports

The exchange control regime centralized the puechasl sale of foreign currencies in Banco Cenffée Ministry of
Finance, together with Banco Central, is in charfgetting the exchange rate with respect to tt& dollar and other
currencies. On February 5, 2003, the Governmaetfthe U.S. dollar exchange rate at Bs.1,596 p8r$1.00 for
purchases and Bs.1,600 per U.S.$1.00 for salbg. exchange rate for the payment of the publieipr debt was set at
Bs.1,600 per U.S.$1.00 effective February 10, 2008.February 5, 2004, the Government changed tBe ddllar
exchange rate to Bs.1,915.20 = U.S.$1.00 for pselogerations and Bs.1,920.00 = U.S.$1.00 forgyadeations. The
exchange rate for the payment of external publiat s also set at Bs.1,920.00 = U.S.$1.00. OrcM2y 2005, the
Government set the U.S. dollar exchange rate t8,B44.60 = U.S.$1.00 for purchase operations ang, Bs0.00 =
U.S.$1.00 for sale operations. The exchange caitthé payment of external public debt was als@s8s.2,150.00 =
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U.S.$1.00. Effective January 1, 2008, the curresfcyenezuela was converted to the Bolivar Fuefecordingly, from
that date the U.S. dollar exchange rate has beet Bs.F 2.1446 = U.S.$1.00 for purchase operataom Bs.F 2.15 =
U.S.$1.00 for sale operations.

The exchange control regime provides that all fireiurrency generated through public or privatémeaperations must
be sold to Banco Central at the exchange rate lettad thereunder. Banco Central and any othéitutisn authorized to
exchange foreign currency is granted a commissidn2b% for each U.S. dollar purchased or soldinttances where
transactions are made in cash, the commissioneap lbo 2% of the total amount.

Unless otherwise expressly authorized, the obbgadif the public sector to sell foreign currencyB@nco Central includes
any foreign currency: (1) introduced into Venezubdieugh BANDES, thé&ondo de Garantia de Depésitas FOGADE,
and other public financial institutions; (2) obtaéhby the Republic through public credit operationstherwise; or (3)
obtained by other public sector entities by anyeotheans. In turn, the private sector must sdlanco Central any
foreign currency: (1) generated from the exporyodds and services; (2) introduced into Venezumlanivestment
purposes; (3) generated by companies incorporatdévelop the activities regulated by the HydrooasoLaw; or (4)
generated from transportation services, traveltandsm operations, bank transfers, investmensdemreements and
other commercial, industrial, professional or peedservices or activities. Additionally, all foga currency that enters
the country must be registered through banks arahéial institutions authorized by CADIVI.

With respect to the purchase of foreign currenkg,éxchange control regime provides that Bancor@emiust approve the
Republic’s foreign currency budget. This budgeyrha adjusted in accordance with the level of maéipnal reserves and
the flow of foreign currency. Banco Central widllisforeign currency only if it determines that theare sufficient
international reserves.

Public sector entities must request foreign curyadicectly from Banco Central for the following:)(bayments of external
public debt; (2) transfers required for the Repeiblforeign service representatives abroad or ddiegs of the executive,
legislative, judicial, civic or electoral branchearticipating in special missions abroad; (3) inggional commitments of
the Republic; (4) payments related to national 88gy5) urgent health and food provisions; (6¢ throvision of foreign
currency to BANDES anBanco de Comercio Exteripand (7) payments resulting from imports occurnmipr to
February 5, 2003. The exchange control regimeatnsiprovisions that are specific to PDVSA whicfeetively allow
PDVSA and its affiliates to maintain offshore acotsuup to a specified dollar amount approved byddaDentral.

The acquisition of foreign currency by private sedhdividuals or entities must be approved by CXDI To request
approval for a certain operation, an individuakatity must first be registered with CADIVI. Thisquires proof that
social security contributions and tax paymentsugréo date, in addition to other requirements @aDIVI may set forth
in the future. Any authorization granted by CADIWill be valid for 120 days. The foreign currertbyat is purchased
must be used in accordance with the request ma@ARd VI for such currency.

Private sector individuals or entities must requggiroval from CADIVI for: (1) the purchase of figa currency for
transfers of money abroad, payments of importedig@md services and payments of interest or pihcip external
indebtedness; (2) the purchase of foreign currdocthe payment of dividends, capital gains andriest that are the
product of foreign investment in Venezuela, as wslfor payments of service contracts, technol@myracts or royalties;
and (3) the acquisition of foreign currency for pagnts under ADS, ADR, GDS and GDR programs impleggeprior to
February 5, 2003.

On March 14, 2003, the Ministries of Production &ammerce, Agriculture and Land, and Health and&boc
Development issued a joint resolution which attaichdist of materials and goods which are usedterproduction of
essential goods and services. Operations involthiagnaterials listed in those attachments, asagethose involving
medical equipment and materials, will receive pefidial treatment from CADIVI.

In addition to the implementation of the exchangstiml regime, the Government has implemented maogrols on a
broad array of basic goods and food staples irffart & minimize inflationary pressures on the perosegments of the
Venezuelan population. Items covered by the marrols, and the levels of maximum permitted mwideave been
adjusted from time to time by the Government.
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Gross Domestic Product

In 2003, GDP totaled Bs.35.7 trillion in 1997 CamgtBolivares, representing a contraction of 7.8%eal terms compared
to 2002. The contraction was primarily due to geaeral work stoppage which temporarily halted ecoie activity.

During this period, the petroleum sector contradigd .9% and the non-petroleum sector contracted.&%. The
contraction in the non-petroleum sector in 2003ilted primarily from decreases of 39.5% in the ¢ardion sector, 6.8%
in the manufacturing sector and 9.8% in the tragi¢os compared to 2002.

In 2004, GDP totaled Bs.42.2 trillion in 1997 CamtBolivares, registering an 18.3% rate of grofettthe year compared
to 2003. The significant increase was primarilg do high oil prices, which led to an increase mv&nment spending and
accelerated dollar disbursements. During thisqugrthe petroleum sector expanded by 13.7% anddhepetroleum

sector expanded by 16.1%. The growth in the ndrefeim sector in 2004 resulted primarily from gtbvef 25.1% in the
construction sector, 28.1% in the trade sectorZind% in the manufacturing sector, compared to 2003

In 2005, GDP totaled approximately Bs.46.5 trilliorl 997 Constant Bolivares, registering a 10.3f o growth for the
year compared to 2004. The increase was primduéyto high oil prices and an increase in publigegxditure, which
expanded domestic aggregate demand and led te@age in the national supply. During this peribé, petroleum sector
contracted by 1.5% but the non-petroleum sectoaeapd by 12.2%. The growth in the non-petroleuctosen 2005
resulted primarily from growth of 21.5% in thedmsector, 20.0% in the construction sector and%8n the
transportation sector, compared to 2004.

In 2006, GDP totaled approximately Bs.51.3 trillionl 997 Constant Bolivares, registering a 10.38 od growth for the
year compared to 2005. The increase was primduéyto the same factors that led to the increa20®3, including high
oil prices and an increase in public expenditudsch expanded domestic aggregate demand and kaditecrease in the
national supply. During this period, the petrolesmetor contracted by 2.0% but the non-petrolewtosexpanded by
11.7%. The growth in the non-petroleum sectord@@resulted primarily from growth of 18.5% in ttnade sector, 35.6%
in the construction sector, 17.2% in the finanaiatitutions sector and 16.5% in the transportasector, compared to
2005.

In 2007, GDP totaled approximately Bs.55.7 trilliorl 997 Constant Bolivares, registering a 8.4% adtgrowth for the
year compared to 2006. The increase was primduéyto the same factors that led to the increa28@8, including high
oil prices and an increase in public expendituwésch expanded domestic aggregate demand and kedittcrease in the
national supply. During this period, the petrolesmetor contracted by 4.2% but the non-petrolewtosexpanded by
9.5%. The growth in the non-petroleum sector iQ2€esulted primarily from growth of 16.9% in thrade sector, 16.9%
in the transportation sector and 13.3% in the can8bn sector, compared to 2006.
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The following tables set forth Venezuela's GDP @91 Constant Bolivares for each of the periodsciaughid:

Year Ended December 31,

2003 20049 2008Y 2008V 200
Value Share Value Share Value Share Value Share \tad Share
(in billions of 1997 Constant Bolivares and as percentapeare of GDP)
Aggregate Global Demand......... Bs.35,652.7 100.0%  Bs.42,172.3 100.0%  Bs.46,523.6 100.14.51,337.6 100.0%  Bs.55,650.1 100.0%
Aggregate Internal Demand...... 32,776.6 91.9 42,007.7 99.6 49,846.9 107.1 59,858.8 116.6 71,420.4 128.3
Gross Capital Formation.. 5,715.9 16.0 8,559.4 20.3 11,847.1 255 15,000.3 229 18,805.8 33.8
Consumption.............. 27,190.0 76.3 31,318.7 74.3 35,901.7 77.2 41,5059 80.8 48,194.3 86.6
Public... 5,844.8 16.4 6,676.2 15.8 7,387.3 15.9 7,878.7 153  8,282.2 14.9
Private............ 21,345.1 59.9 24,642.5 58.4 28,514.5 61.3 33,627.2 655 39,912.2 71.7
Variation of Stock.... (129.3) (0.4) 2,129.6 5.0 2,098.1 45 3,352.5 6.5 20134 7.9
Net External Demarfd .... 2,876.1 8.1 164.7 0.4 (3,323.2) (7.1) (8,521.2) (16.6) (15,770.3) (28.3)
Gross Domestic Product.... 35,652.7 100.0 42,172.3 100.0 46,523.6 100.0 516337 100.0 55,650.1 100.0
Petroleum Activities........ 6,472.2 18.2 7,360.8 17.5 7,251.7 15.6 7,103.4 138  6,802.1 12.2
Non-petroleum Activities.. 26,649.8 74.7 30,934.1 734 34,704.7 74.6 38,763.5 755 42,450.4 76.3
Agriculture............. 2,115.9 5.9 2,208.6 5.2 2,425.8 5.2 2,403.0 4.7 4214 4.4
Mining......... 282.1 0.8 322.2 0.8 332.0 0.7 347.1 0.7 354.1 0.6
Manufacturing.... 5,791.7 16.2 7,033.5 16.7 7,813.7 16.8 8,574.3 16.7  9,192.6 16.5
Water and Electricity.. 941.1 2.6 1,021.5 24 1,136.4 24 1,201.9 2.3 14230 2.2
Construction.......... 1,654.1 4.6 2,069.0 4.9 2,483.0 5.3 3,367.8 6.6 1538 6.9
.......... 3,190.7 8.9 4,085.7 9.7 4,965.8 10.7 5,886.0 115 ,87968 12.4
Transportatioff ...... 2,305.1 6.5 2,736.6 6.5 3,238.9 7.0 3,774.3 7.4 1354 7.9
General Government....... 4,692.6 13.2 5,211.6 124 5,629.0 121 5,851.3 114  6,1459 11.0
Financial Institutior® ....... 4,714.4 13.2 5,463.1 13.0 6,220.2 13.4 7,292.6 142 8,007.4 14.4
.......................... 962.2 2.7 782.3 1.9 460.0 1.0 65.2 0.1 (37.8) 0.1)
Other Net Taxes on Products. 2,530.6 7.1 3,877.5 9.2 4,567.2 9.8 5,470.7 10.7 39766 115
Q) Preliminary figures.
2) Exports minus imports.
3) Includes commerce, repair services, restaumdshotels.
4) Includes transport, storage and communications.
(5) Includes financial institutions, insurance,lrestate and rental services.
(6) Includes community, social and personal ses/ared private non-profit services and financiagintediation services indirectly measured.

Source:Banco Central.

Year Ended December 31,

2003 2004 2008 2008 200"
(percentage change in real terms)

Aggregate Global Demand... (7.8)% 18.3% 10.3% 10.3% 8.4%
Aggregate Internal Demand  (10.2) 28.2 18.7 20.1 19.3
Gross Capital Formation..  (37.0) 49.7 38.4 26.6 25.4
Consumption................... (2.3) 15.2 14.6 15.6 16.1
Public.......ccovveiiiiene 5.7 14.2 10.7 6.7 5.1
Private.......cccccoeeene. (4.3) 154 15.7 17.9 18.7
Gross Domestic Product....... (7.8) 18.3 10.3 10.3 8.4
Petroleum Activities........... (2.9) 13.7 (1.5) (2.0) (4.2)
Non-petroleum Activities... (7.4) 16.1 12.2 11.7 9.5
Agriculture.................. (1.3) 4.4 9.8 (0.9) 1.9
MiNiNG.......ccovveveenienne (4.4) 14.2 3.0 45 2.0
Manufacturing............ (6.8) 214 11.1 9.7 7.2
Water and Electricity... (0.5) 8.5 11.2 5.8 2.4
Construction............... (39.5) 251 20.0 35.6 13.3
Tradé ............. 9.8) 28.1 215 185 16.9
Transportatiof¥ ..........  (6.5) 18.7 18.4 16.5 16.9
General Government.. 4.9 111 8.0 3.9 5.0
Financial Institutiond .. (3.3) 159 13.9 17.2 9.8
Othef .. (13.2) (18.7) (41.2) (85.8) (157.9)
Adjustments............cccceeeeene (22.5) 53.2 17.8 19.8 16.9

Preliminary figures.

Includes commerce, repair services, restaumdshotels.
Includes transport, storage and communications.
Includes financial institutions, insurance,|restate and rental services.
Includes community, social and personal ses/ard private non-profit services and financiatintediation services indirectly measured.

Source: Banco Central
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Inflation

For the year ended December 31, 2003, the rat#lafion, as measured by the CPI, stood at 27.18@arraged 31.1%
for the whole of 2003. The decrease in inflaticasvprimarily due to the Government’s implementatibprice controls
on certain basic goods and food staples.

The rate of inflation, as measured by the CPI, elssed to 19.2% for year-end 2004 and averaged 2fbr7t#te whole of
2004. The decrease in inflation was primarily ttuéhe controlled devaluation of the exchange aaie the increase in
imports supported by the positive internationakeress position.

For the year ended December 31, 2005, the ratdflafion, as measured by the CPI, stood at 14.48wapraged 16.0%
for the whole of 2005. The decrease in inflaticasyprimarily due to increased domestic productibgomds combined
with the fixed exchange rate and the price conirofsosed on certain basic goods.

The rate of inflation, as measured by the CPl,dased to 17.0% for year-end 2006 and averaged 1f8r7t#te whole of
2006. The increase in inflation was primarily doghe insufficient response in the internal sugplyhe significant
expansion experienced in the aggregate demand inflhgonary pressures were partly tempered byaased levels of
imported goods and services at a stable nominddamge rate, a strong level of international researa liquidity
regulatory operations undertaken by Banco Centrakthermore, the price controls and the expansfaistribution
networks providing low-cost food assisted in cugpinflationary pressures affecting low-wage house$io

The Government has adopted a policy of containifigtionary pressures in the economy and is takimgmber of
concrete actions to reverse the inflationary trenisong these actions are avoiding the monetinaifd®DVSA'’s income
by direct contributions of income to FONDEN ancergton of foreign exchange for direct payment afgn currency
expenditures, increasing the amount of foreignenuy given to providers of domestic goods and sesvand increasing
investment in areas of the economy most proneftationary pressures, including the agro-industsiattor.

During the first quarter of 2007, the National Exttee announced additional policies intended tatiadrinflation. These
measures were primarily aimed at stimulating thgregate supply, both internally and externallygimimize inflationary
expectations and to increase price control efficyelny strengthening and expanding the public fostribution networks.
Furthermore, the VAT was removed from certain goandd services categorized as basic necessitielitian to the three
percent reduction in the VAT for all other taxabl®ods and services, effective March 1, 2007 andutttker two percent
reduction, effective July 1, 2007.

The rate of inflation, as measured by the CPl,gased to 22.5% for year-end 2007 and averaged 1#@7&te whole of
2007.

The Government is presently working on a seriemefsures aimed at continuing the reduction oftioftea These
measures are expected to be implemented throug@B@&t and include subsidies to importers and produtetter
management of local currency liquidity through aarease of the legal reserve requirement for baark#crease in
CADIVI approvals for food imports, the creationaPDVSA subsidiary?DV Alimentosto help the food distribution
network, and the sale in the local markets of dallenominated debt instruments.

On April 3, 2008, INE, in affiliation with the Mistry of Popular Power for Planning, and the CerBiahk issued
Resolution No. 08-04-01 regulating the National Slaner Price Index or INPC (Indice Nacional de Rrgéil
Consumidor) effective as of January 1, 2008. INBers the same items as CPI with national geoigaguiope. The
previous system only covered the Caracas and Mié@aoaetropolitan areas.

Inflation figures from January 1, 2008 will be aaleted using INPC. Figures prior to January 1,864l not be re-
calculated. INPC will have as its base period Ddmer 2007 and be published monthly within the fiest days of each
month. For the first three months of 2008, thelighled figures were as follows: January 3.1%, Fety2.1% and March
1.7%.

Under the previous calculation method, for the I@nith period ended February 29, 2008, CPI was 24.4%.
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The following table sets forth five price indices the periods indicated:

2003 2004 2005 2006
2003 Full 2004 Full 2005 Full 2006 Full
Quarters Year Quarters Year Quarters Year Quarters Year
| I 1 v | Il I v I Il I v | I I v
Producer Price IndéX
Manufacturing
Good#:
Average 124 79 5.0 37 417 85 99 34 27 827.36 58 27 12 165 26 29 33 30
End of Perio 175 51 4.7 35 338 129 64 17 3.2 260 527 419 09 134 30 33 31 27 1
Raw Materials for
Construction:
Average 156 10.8 3.0 27 492 104 146 6.8 13432 39 67 29 01 191 33 438 5.1 22
End of Period 245 36 3.0 24 355 17.0 109 3.8 17 370 78.1 323 03 141 48 438 3.8 20 1
Wholesale Price
IndexX? ©
Domestic Good¥:
Average 145 119 6.5 79 511 81 58 4.9 33 53050 57 35 11 188 33 39 55 3.6
End of Period 225 71 6.6 81 519 81 46 39 3 4.224 55 56 19 15 153 33 6.2 3.6 3.8
Imported Good3:
Average 190 7.3 6.5 29 423 123 80 17 (1) 852 31 59 16 03 115 21 21 12 2.6
End of Period 264 16 8.6 20 564 173 37 (0.1)08 225 53 39 12 02 109 30 17 15 2.7
Consumer Price Indé&
(Caracas Metro Area):
Average 82 6.1 4.9 49 311 63 47 4.1 31 21741 41 32 29 160 17 28 6.4 43 1
End of Perio 94 55 4.6 54 271 64 44 33 39 192 33 433 25 144 13 41 6.6 39 1
1) The Wholesale Price Index and the ProduceeRndex include the General Wholesale Tax.
2) The percentage changes refer to the Produczr Pidex for manufactured goods (Caracas Metrtgoolirea and Central Region of Venezuela Ba
3) This index is calculated with quarterly infortize collected at mid-term.
4) The percentage changes refer to the Wholesie Pidex for manufactured goods (Caracas MetitgpoArea and Central Region of Venezuela B
(5) The Consumer Price Index (CPI) has been cakxlilan the basis of 1997 Constant Bolivares.
(6) The Wholesale Price Index has been calculatati@basis of 1997 Constant Bolivares.

Source: Banco Central
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Foreign Trade and Balance of Payments
Foreign Trade

Foreign trade plays a vital role in the Venezuaaonomy. Venezuela traditionally has experiencéarable
balance of trade. Average annual exports foritfeyears ended 2006 were U.S.$42.9 billion. Dgitimee same
period, average annual imports were U.S.$19.4obilli

In 2006, Venezuela's total exports were U.S.$681Bb. Petroleum products represent the mostiicant
exports for Venezuela, totaling U.S.$58.4 billiairidg 2006. During the same period, total impactmsisting
mainly of raw materials, machinery, equipment arahofactured goods, were U.S.$32.2 billion.

Trade Policy

The basic goals of Venezuela’'s trade policy argeieerate sustainable growth and macroeconomidisidiy
diversifying production and promoting Venezuelaodrcts in the international market. The policyteonplates
increasing the number of small and medium sizedpaonies with export capabilities, promoting nonttiadial
exports, reinforcing current trade alliances andeltgping new trade alliances with an emphasis arttSAmerican
and Caribbean countries. In addition, Venezuetadmered into a number of bilateral, regional amtilateral
free trade agreements. It is an active membetefIATT and the WTO.

The Government has entered into agreements withndar of countries, including countries in Southe&kiva,
North America and the Caribbean basin, as welasmties in the European Union, Africa, the Mid&last and
Asia, regarding the promotion of bilateral tradel @onomic and technological development, as veaihea
facilitation of purchases of petroleum and refipaedroleum products. In this connection, Venezealkzred into
several agreements with the Caribbean countriggmihe framework of Petrocaribe to supply oil gmndducts
under preferential financing conditions similarthose established by other agreements between Velaeand
Central America and South American states, sudirgsntina, Bolivia, Ecuador and Uruguay. In exajparthese
countries supply goods and services in severakaeavell as technical assistance to Venezueladimg
agricultural advising and medical personnel.

In December 2004, President Chavez and China’sdersHu Jintao signed a total of eight energyicadfural and
technical cooperation agreements. During Presi@batvez’s visit to China, the Ministry of EnergydaRetroleum,
referred to as MEP, and the Chinese National RatrolCorporation, or CNPC, also agreed to develogpildield

in eastern Venezuela. In 2006, Venezuela and Ghgmeed additional oil agreements, and by Septe2b@é,
Venezuela was shipping approximately 200,000 b&wetrude and products per day to China. In 2€9¥fwo
countries signed additional agreements which pexvibr the construction of three refineries in Ghino process
Venezuelan crude oil, and explored building a esfirnto upgrade heavy crude oil to lighter qualisgng Chinese
technology and to process crude oil from the OrinBelt.

In November 2007, BANDES entered into a creditligcwith the China Development Bank in the aggitega
amount of U.S.$4.0 billion in connection with theation of a Sino-Venezuelan Joint Fund between the
Governments of Venezuela and China to finance dgweént and infrastructure projects in Venezuelbe gredit
facility has a term of three years, extendibleddotal of 15 years. In connection with the créallity, PDVSA
has entered into a supply agreement for crudendilrafined products with China National United Odrporation.
The proceeds of sales under the supply agreemérendpplied to pay amounts due under BANDES ' s loéth
the China Development Bank.

Between 2004 and 2006, Venezuela entered into egnets with numerous countries which focused ord#éivery
of oil, the fight against terrorism and drugs, pdyend other matters. The Government is pursaingriety of
regional initiatives known as the Bolivarian Altative for the Americas, or ALBA, and the South Aman Union
of Nations, or UNASUR. These initiatives are desgid to strengthen cooperation among Latin Amerarath
Caribbean countries. In this connection, the Teaeanic Pipeline, an important energy integratimjgrt between
Colombia and Venezuela, is under development.00#2Venezuela became an associate member of Mercos
Venezuela has encouraged these countries to takmpaimerous energy integration projects sucthasGreat
Southern Pipeline and the Petrosur initiative, al$ as building and expanding refineries in Bralzituguay and
Paraguay. In April 2006, Venezuela, Cuba and Bakntered into the Peoples’ Trade Treaty, which [mlitical,

51



social and economic cooperation agreement thatrsoniiatives in trade, health, social serviced anergy, among
other matters.

Trading Partners

Foreign trade plays a vital role in the Venezuaaanomy, the United States being Venezuela’'s masbitant
trading partner. As of December 31, 2006, Venezugls the fourth-largest exporter of crude andopeim products
to the United States. In addition to the Uniteat&t, Venezuela’s significant trading partnersudelChina,
Colombia, Brazil and Japan.

The following tables set out the geographical distion of Venezuela’s imports and exports, inchglin the
petroleum sector, for the periods indicated:

Imports
Year Ended December 31,
2003 2004 2008Y 2006Y 2007
(as a percentage of total)
Brazil............c.c...... 5.1% 7.0% 8.4% 9.6% 9.8%
Colombia.............. 6.8 10.0 10.1 10.0 12.4
France.................. 1.9 1.1 11 1.3 1.2
Germany... 3.1 3.1 2.6 2.4 2.3
17211V 1.9 25 2.1 2.1 2.3
Japan..........ccce.e. 1.7 2.9 3.0 3.2 2.8
United States....... 25.8 28.7 29.0 29.0 27.4
Others.......c......... 53.7 44.7 43.7 42.4 41.9
Total......cccoeeevvaenee 100.0% 100.0% 100.0% 100.0% 100.0%
Exports
Year Ended December 31,
2003 2004 20039 @) 2008V @@ 20076
(as a percentage of total)
1.0% 0.4% 0.4% 2.7% 1.4%
24 2.7 2.0 12.0 5.8
0.2 0.1 0.5 0.8 0.2
0.5 0.5 0.7 1.5 1.2
0.5 0.4 0.6 2.2 6.0
0.5 0.5 0.4 4.3 2.3
United States...... 42.5 42.3 48.4 26.4 60.1
Others................... 524 53.1 47.0 50.1 23.0
Total........cooovvnee. 100.0% 100.0% 100.0% 100.0% 100.0%
Q) Preliminary figures.
2) Information for PDVSA is unavailable. Accordig individual country information for 2004, 2008006 and 2007 does not reflect
geographical distribution of petroleum exports.
3) Information for iron ore is unavailable.
4) For the period January-September 2007.
(5) For the period January-April 2007.

SourcesBanco Central, INE, PDVSA and Ferrominera del Ocoo

Development of Non-Petroleum Exports

Venezuela's principal non-petroleum exports inclstkel, iron ore, chemical products, aluminum, &sil
shellfish, cement, paper products, ceramics amidabfruits. Venezuela has taken steps to ineréason-
petroleum exports as part of its plan to divergigysources of foreign exchange earnings and fissadnues.
Nonetheless, in the short and medium term, petrolexports (including natural gas) are expectedttinue to
comprise the substantial majority of Venezuela'sais in dollar value. In 2002, non-petroleum axpdootaled
U.S.$5.2 billion, representing 19.6% of total exporDuring 2003, non-petroleum exports totaled.$62billion,
representing 19.1% of Venezuela’s total exportsnduthat period. In 2004, non-petroleum exportalan
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U.S.$6.8billion, representing 17.1% of Venezuela's totapests during that period. During 2005, non-petnohe
exports totaled U.S.$7.4 billion, representing ¥3.&f Venezuela’s total exports during that peri@lring 2006,
non-petroleum exports totaled U.S.$6.8 billion,ressgnting 10.4% of Venezuela’s total exports dutireg period.

Balance of Payments

CADIVI has allocated some amounts of foreign exgfeato address the needs of a surging domestic egono
Accordingly, imports continued their upward trenidaports of goods related to capital formation stgried notable
growth, followed by increases in imports of goodsffnal and intermediate consumption.

Because Venezuela is a major oil producer and ¢empat has historically recorded trade and curedount
surpluses. In 2003, the current account surplusW&.$11.7 billion, and in 2004, the current actaurplus was
U.S.$15.5 billion. The increase in the currentaagt surplus in 2003 was attributable to a favaratdde balance
due to a decrease in the level of imports as dtresthe implementation of the exchange contrald decreased
economic activity. In 2004, the increase in theent account surplus was primarily due to an iaseein exports
and the prices of certain commodities, includinigaod oil derivatives. In 2005, the current acdmurplus was
U.S.$25.4 billion. The substantial increase indberent account surplus was due primarily to afable trade
balance caused mainly by an increase in the peiceived for petroleum exports.

For 2006, the overall balance of payments recoedsdarplus of approximately U.S.$5.1 billion and tierent
account surplus was U.S.$27.2 billion. The incedashe current account surplus was due priméaoilhe high
levels of prices for petroleum products. The cairi@ccount surplus reflected the positive evolutibnil exports,
which, benefiting from recent increases in pridesreased to U.S.$58.4 billion, or 89.6% of totgberts. Non-oil
exports, estimated at U.S.$6.7 billion, showedghsdrop which could be related to the repositignof the
domestic production of certain basic products tasaatisfying the domestic market, in which the dedishowed
an expansionary trend.

For 2007, the overall balance of payments recoedddficit of approximately U.S.$5.9 billion and tharrent
account had a total surplus of U.S.$21.7 billidrhe deficit in the 2007 overall balance of paymesifsrimarily
due to FONDEN transfers and PDVSA maintaining iasel levels of foreign currency holdings offshore.

The capital account recorded a deficit of U.S.$5lkon for 2003 and U.S.$11.1 billion for 2004.h@& capital
account deficit in 2003 was due to a reductionagfial outflows stemming from the exchange contegime, a
reduction in net portfolio investment payments andncrease in direct investment. The increasedalaaccount
deficit in 2004 was primarily due to an increasédreign assets and payments of external debtatidigs. During
2005, the capital account recorded a deficit of. $118.4 billion. The deficit in the capital accoum2005 was due
primarily to an increase in public sector exterassdets.

During 2006, the capital account recorded a defitlt.S.$19.1 billion. The deficit in the capitdcount in 2006
was due primarily to the operations of the pubdicter with an emphasis on the acquisition of ptidfassets, the
reduction of sovereign debt and the financing grdrty the petroleum industry to its clients andiatés. During
2007, the capital account recorded a deficit of.$28.8 billion. The increase in the capital acaaleficit was
mainly due to the issuance of debt in the localketsrby PDVSA which totaled U.S.$7.5 billion. PDVS
purchased the debt locally in Bolivares and useduhds to purchase U.S. dollars from Banco Cetdrahy
obligations abroad.

In 2003, foreign direct investment increased torapimately U.S.$899 million. In 2004, foreign ditanvestment
totaled U.S.$864 million, and in 2005, foreign direvestment totaled U.S.$1.4 billion. In 2008&eign direct
investment totaled U.S.$854 million, and foreigredt investment in 2007 totaled U.S.$217 millidfhe decrease
in foreign direct investment was due to increasecettainty over the proposed amendments to the 1999
Constitution.
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The following table sets forth Venezuela’s balaotpayments for the periods indicated:

Year Ended December 31,

2003 2004 20087 2006 20079
(in millions of U.S. dollarsf
Current ACCOUNt..........ococvverereen $11,796 $ 15,519 $ 25,447 $ 27,149 $ 20,001
Trade Balance..........ccccccoevnnnene. 16,747 22,647 31,708 32,712 23,702
Oil Exports (f.0.b.)............. 22,029 32,871 48,143 58,438 62,555
Non-oil Exports (f.0.b.)............. 5,201 6,797 7,573 6,772 6,610
Imports (f.0.0.)..cciiei (10,483) (17,021) (24,008) (32,498) (45,463)
SEIVICES. ..., (3,383) (3,997) (4,433) (5,851)
Transportation (1,384) (1,810) (2,360) (3,315)
Travel.......coocevene. (576) (626) (461) (577)
Communications..........c.c.cccce..... (10) (13) 7 56 61
(163) (221) (295) (415)
(142) (72) (105) (160)
(1,105) (1,275) (1,268) (1,445)
(3,673) (2,202) (1,092) 2,565
2,050 4,150 7,934 10,114
337 456 1,190 1,501
35 102 269 385
1,678 3,592 6,475 8,228
(5,723) (6,352) (9,026) (7,549)
(1,723) (1,995) (2,142) (2,252)
(298) (349) (359) (345)
(3,702) (4,008) (6,543) (4,952)
Current Transfers........cccocovvvnennne. 20 (72) (62) (38) (415)
Capital and Financial Account....  (5,558) (11,116) (16,400) (19,147) (23,304)
INFIOWS.....oooviviiiecee 9,242 8,984 13,317 13,685 21,289
Direct Investment................. 899 864 1,422 854 960
Public Debt (long-term)........ 3,201 3,353 2,544 1,680 9,271
2,436 1,454 0 3,995
917 1,090 1,680 5,276
22 228 0 0
0 0 0 0
22 228 0 0
435 2,198 96 802
4,310 6,925 11,055 10,256
(20,100) (29,717) (32,832) (44,593)
0 0 (3,520) (2,551)
(5,704) (2,982) (6,222) (2,609)
(3,774) (1,186) (4,188) (563)
Loans and Trade credits  (2,160) (1,930) (1,796) (2,034) (2,046)
Private Debt (long-term)...... (703) (759) (938) (794) (620)
Bonds........ccccoovviiviiiieinne. 0 (26) (42) (62) (115)
Loans.......ccceevne. (703) (733) (896) (732) (505)
Imports Financing................ (90) (295) (733) 0 0
Other.......ccocooiiiie (8,382) (13,442) (25,064) (22,296) (38,813)
. (2,503) (3,593) (2,864) (2,439)
1,900 5,454 5,138 (5,742)
(1,900) (5,454) (5,138) 5,742
(2,155) (5,424) (5,078) 5,357
Banco Centr&)................. (7,604) (2,146) (5,402) (5,042) 5,398
BANDES.................... 0 0 0 0 0
Stabilization Fund............... 2,150 9) (22) (36) (41)
Obligations............cccccevviiiniinennnes 11 255 (30) (60) 385
Banco Centr&b................... 11 255 (30) (60) 385
Q) Preliminary figures.
2) Figures without parentheses indicate a dimamutf the assets or increase of the correspondibdities. Figures within
parentheses indicate an increase of the assdisimution of the corresponding liabilities.
3) Excludes changes in valuation.

Source: Banco Central
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International Reserves

Gross international reserves stood at U.S.$20liomiat December 31, 2003 (excluding funds in tkebfization
Fund), representing an increase of U.S.$8.7 bikimee December 31, 2002. At the same date, thadmin the
Stabilization Fund was U.S.$700 million. As a lestithe implementation of exchange controls i©2@nd the
establishment of CADIVI's procedures for allocatimmd approval of foreign exchange purchases, theged
balance of gross international reserves at Baneur@leat December 31, 2003 included amounts appréwe
conversion to U.S. Dollars, but not disbursed, artgally higher than in subsequent periods.

Gross international reserves at Banco Central aszd by U.S.$2.8 billion between December 31, 20@B
December 31, 2004, rising to U.S.$2Billion at year-end 2004. At December 31, 200&rmational monetary
assets stood at U.S.$24.8 hillion, liquid operategerves at Banco Central totaled U.S.$17.9 hilliod net
international reserves (excluding funds in the Hitatiion Fund) totaled U.S.$23.2 billion. At tsame date, the
balance in the Stabilization Fund was U.S.$710ionill

Banco Central’s gross international reserves agetiteof 2005 totaled U.S.$29.6 billion, represemtim increase of
U.S.$6.1 billion since December 31, 2004. In addjtfunds in the Stabilization Fund totaled U.S%Million. At

December 31, 2005, total international monetargtasotaled U.S.$30.7 billion, liquid operatingerages at Banco
Central totaled U.S.$23.5 billion and net interoasl reserves (excluding funds in the Stabilizafamd) at Banco
Central totaled U.S.$29.4 billion.

Gross international reserves at Banco Central aszd by U.S.$7.0 billion between December 31, 20@b
December 31, 2006, rising to U.S.$36illion at year-end 2006. At December 31, 2006 rimational monetary
assets stood at U.S.$37.9 billion, liquid operategerves at Banco Central totaled U.S.$28.9 hilind net
international reserves (excluding funds in the Hitstiion Fund) totaled U.S.$36.5 billion.

Gross international reserves at Banco Central dsectby U.S.$3.2 billion between December 31, 2005
December 31, 2007. At December 31, 2007, intesnatimonetary assets stood at U.S.$34.3 billioujdi
operating reserves at Banco Central totaled U.S7#2iion and net international reserves (exclaggdiands in the
Stabilization Fund) totaled U.S.$32.9 billion.

The following table sets out a breakdown of therin&tional monetary assets of Venezuela for theger
indicated:

Year Ended December 31,

2003 2004 2005 2006 2007
(in millions of U.S. dollars)

International Reserves at Banco Central.......... $20,666 $23,498 $29,636 $36,672 $33,477
Gold® . 4,632 5,122 5,718 7,255 9,281
Special Drawing Rights............ccooooiiiinnies 10 9 5 0 1
IMF POSIION? ... 478 500 460 484 509
Total Liquid Operating Reserves.... 15,546 17,867 23,453 28,933 23,686
Liabilities of Banco Centr& .............c..cccooemrvveeces (40) (295) (262) (202) (592)
Net Liquid Operating Reserves...........c.ccccocoeuee. 15,506 17,572 23,191 28,731 23,094
Stabilization Funé ... 700 710 732 768 809
Other International Monetary Assgts. 532 598 313 430 97
International Monetary Asséts...................... 21,898 24,806 30,681 37,870 34,383

Q) Figures are valued at the market price for gdlthe relevant dates and reflect methodologicahgements in the accounting

treatment for gold-swap operations.

2) Includes net IMF Position.

3) Includes Banco Central's reserve liabilities.

4) Includes the Stabilization Fund portfolio maeddpy Banco Central.

5) Other than amounts in the Stabilization Fund.

(6) Includes all monetary or similar assets deneweid in units of exchange other than Bolivares awarecontrolled by the Republic,

Banco Central and other public sector entities.

SourcesBanco Central
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Banco Central Transfers

In 2001, Banco Central’'s board of directors appdbthe transfer of Bs.1.8 trillion in realized incerfiom Banco
Central to the Government in accordance with tlerigions of the Central Bank Law. In 2002, Ban@nttal
transferred an additional Bs.1.7 trillion in realizincome to the Government. The amounts traresfexmere used
for certain investment projects and social prografrthe Government. The income that was the stibjethe
transfer was derived from the accumulation of e=liprofits from foreign exchange operations of @a@entral.
The transfer did not affect unrealized gains orifgm exchange holdings.

A new Central Bank Law was enacted on October 8120rhe amended Central Bank Law continues toigeov
that 10% of Banco Central's annual net income isd@llocated to Banco Central’'s general resemve ga
maximum of 5% of annual net income can be set asidevoluntary reserve fund. In accordance whia hew
Central Bank Law, the remainder of Banco Centriak®me must be transferred to the Government withénsix-
month period following Banco Central’s fiscal yegnd. On October 18, 2002, an amendment to the&d&dnk
Law was approved by the National Assembly requithmgcalculation of the amount of Banco Centrabime to be
transferred to the Government must now be calcdlatery six months, rather than annually, and rhast
transferred to the Government within the six-magoehiod following each such calculation.

In July 2005, the National Assembly approved anraingent to the new Central Bank Law. The reforravad
PDVSA to maintain its oil and gas export proceedsfishore accounts in amounts sufficient to catseforeign
currency-denominated investments and expensesbdlhace of such proceeds, net of applicable catpancome
tax, dividends and royalties, must be contributgd®BDVSA to FONDEN. Amounts deposited in FONDEN may
only be used for social, educational, health daability management and special and strategic pseg. Under the
amended law, Banco Central is required to deteritieeptimum level of international reserves andigtribute
the excess to FONDEN and inform the National Asdgrb an annual basis. The reform also requirexcBa
Central to make a one-time special contributioR@NDEN of U.S.$6.0 billion from Venezuela's foreigarrency
reserves. This deposit was completed on Novemb20d5, and since that date through December 317,20
approximately U.S.$17.0 billion has been added agd® Central.

Foreign Exchange Rates and Exchange Controls

Prior to February 1983, the Bolivar/U.S. dollar kange rate was fixed at Bs.4.30 = U.S.$1.00. briey 1983, a
system of differential exchange rates was impleett it reduce imports and to stimulate domestic yotidn,
including the production of non-traditional exportdnder this system, while the Bolivar was peredtto float for
certain transactions, a series of controlled fareigchange rates was established to moderateftaganary impact
of the cost of living and to mitigate the finanatalsts of the devaluation of the Bolivar among éhesctors of the
economy with high levels of external debt. Thesetlled rates of exchange were utilized for pagtaef
registered external public and private debt andriost commercial transactions. During the samsgea much
higher free market exchange rate was in effecoltaining foreign exchange for tourism, importeftain non-
essential goods, personal transfers and certaar géms.

Although the system of differential exchange ratssisted in moderating inflation, it also resulieémbalances in
both the external and internal accounts by effgotjuantitative restrictions on imports. This ceshan anti-export
bias in the Venezuelan economy and increased sga@ipressure on the Bolivar. In March 1989, @@yernment
ended the system of official, controlled exchargjes and established a unified, floating exchaatewith free
convertibility.

A financial sector crisis in 1994 resulted fromaaicy and liquidity crises among Venezuelan finahicistitutions.
The crisis, occurring in the context of a genefmhate of economic and political instability, cadserun on the
foreign exchange markets in favor of U.S. dollafd.the end of June 1994, the exchange rate hdihdddo
Bs.171.80 = U.S.$1.00 from Bs.105.90 = U.S.$1.00@end of December 1993. The adverse effeataf s
pressure in the foreign exchange markets, thetmeguhtensification of devaluation expectationsl dhne loss of
international reserves led the Government to clesgorarily the foreign exchange markets on Junel294. The
Government thereafter adopted a new exchange d¢oagione on July 9, 1994. Between July 1994 and
December 11, 1995, the official exchange rate waatsBs.170 = U.S.$1.00. On December 11, 1985, th
Government devalued the Bolivar and changed theialfexchange rate from Bs.170 = U.S.$1.00 to

Bs.290 = U.S.$1.00. In April 1996, the exchangetimd system was eliminated and the Bolivar wasrited to
float. On April 22, 1996, Venezuela introducedréfied, free-floating exchange rate with free coriplity. The
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exchange rate was subject to a system establishBdico Central which was designed to allow theBolto
fluctuate within a crawling band.

The deteriorating economic and political environtriearVenezuela during early 2002 triggered largalscapital
flight and increased pressure on the value of thievBr. In response, Banco Central was requiregtitize large
amounts of its international reserves to suppa@tviddue of the Bolivar. On February 13, 2002, Bt Chavez
announced that the Bolivar would float freely, with a protective band and with minimal interventfoom Banco
Central. On October 8, 2002, the Bolivar/U.S. aloixchange rate reached its lowest point to date s initial
devaluation. The Bolivar/U.S. dollar exchange k@atehat date, as calculated by Banco Central, was
Bs.1,496.25 = U.S.$1.00, reflecting a depreciatib@7.4% compared to December 31, 2001. On Decefithe
2002, the Bolivar/U.S. dollar exchange rate, asudated by Banco Central, was Bs.1,403 = U.S.$Xdf®cting a
depreciation of 85.1% since December 31, 2001.

In accordance with the new fixed exchange conggime that became effective on February 5, 20@8, th
Bolivar/U.S. dollar exchange rate was set at B94.5 U.S.$1.00 (purchase) and Bs.1,600 = U.S.§E4d@). On
February 5, 2004, the Ministry of Finance and BaBemtral changed the Bolivar/U.S. dollar excharage to
Bs.1,915.20 = U.S.$1.00 (purchase) and Bs.1,9281005.$1.00 (sale). On March 2, 2005, the Ministiyinance
and Banco Central set the U.S. dollar exchangetoaBs.2,144.60 = U.S.$1.00 (purchase) and Bs.20059
U.S.$1.00 (sale).

Effective January 1, 2008, the currency of Veneaels been converted to the Bolivar Fuerte, whaphessents one
thousand Bolivares. Accordingly, from that date thS. dollar exchange rate has been set at BEAR =
U.S.$1.00 for purchase operations and Bs.F 2.155=31.00 for sale operations.

For more information on the exchange control regadepted in February 2003, refer to “—Exchange Gintr
Regime”.

The following table sets out the average Boliva®lWollar exchange rates for the periods indicated:

Exchange
(Bolivar/
Year and Month U.S. dollar)
2003
FIFSt QUAIET ...ttt ettt ettt b st s e be s Bs.1,634.51
Second Quarter...........cccevevnee. 1,600.00
Third Quarter............ccccceevvneee 1,600.00
FOUMN QUAIEL.........oiiiecececce ettt bbb s 1,600.00
2004
FIFSt QUAIET ..ottt bbbt Bs.1,781.36
Second Quarter 1,920.00
Third Quarter................ccu....... 1,920.00
FOUMN QUAIET.........oeiiiceceiie ettt ettt ae ettt et 1,920.00
2005
FIPSE QUAIET.......cvcetiii ettt b bbb b Bs.1,989.37
Second Quarter 2,150.00
TRIFd QUAIEE........coceivitiieiiei ettt bbb 2,150.00
FOUMN QUAIEL........ooviiiiiec ettt bbbt s 2,150.00
2006
FIFSt QUAIET.........ocvieiietce ettt ettt bttt b ettt Bs.2,150.00
Second Quarter 2,150.00
TRIFA QUAIEL ..ottt sttt s bt 2,150.00
FOUMN QUAIET.........oeiiiiceiiie ettt bbbt ae ettt 2,150.00
2007
FIPSE QUAIET ..ottt bbbttt Bs.2,150.00
Second Quarter 2,150.00
TRIF QUAIEL........c.ceiviviieieieie ettt bbbt b bbb 2,150.00
FOUMN QUAIET ..ottt ettt bbbt 2,150.00

Source:Banco Central.
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Monetary Reform

In February 2007, a monetary reform was announgguiésidential decree under the 2007 Enabling Lzat t
established the Bolivar Fuerte which is equivateri3s.1,000 under the old regime.

As of January 1, 2008, all prices are being exge$s Bolivares Fuertes. The rounding of any foast which
result from dividing the old prices of goods by faetor of 1,000, will be a rounded down to thernestacent for all
fractions below 0.5 and rounded upward to the wextfor all fractions which are equal to or higher tHaB.

For a period of at least six months after JanuaB008, there will be a period for the phase-ithef new currency.
During this time, both the old Bolivares and theviBolivar Fuerte are considered legal tender.

Employment and Labor
Labor Policies

The composition of the labor force in Venezuela tmadergone substantial changes during the lasedbsy The
most significant change has been a shift in empéntrfrom the primary sector, principally consistiofg
agricultural activities and petroleum and mininglexation and extraction, to the tertiary sectomgipally
consisting of services, finance, transportatiomgwnications and Government employment.

According to INE, during the last six months of B0@pproximately 41.1% of the Venezuelan labordosas
engaged in the informal sector of the economy. ifif@mal sector is comprised of domestic workeiesf-
employed owners, laborers and non-paid family latsor

Under the Economic Plan, the Government conterrplate integration of the informal sector into tllemomy.
The Government intends to make technological amahitial assistance available to informal sectotigpants on
terms equivalent to those being offered to smaitt medium-sized companies in the formal sectoth@Economy.

The Economic Plan contemplates the implementatigmmamrams to improve the skill level of the Venelan labor
force and to promote an efficient labor market thatld allow optimal mobility for Venezuelan worlser The
Government also seeks to promote the improvemenagt levels throughout the productive sectors of
Venezuela's economy consistent with its desire t@mize the inflationary effects or expectationattbould result
from wage increases.

As part of the Chavez administration’s domestitiatives, private companies in Venezuela are basigd to
introduce “co-management” among workers and boafdrectors as the preferred model of corporateegeance.
Under this initiative, companies are invited to ptihe model and have a minimum of 20% worker re@mnéation
on their governing boards in order to receive neank from state banks.

Labor Force

As the labor force of Venezuela has grown in regears, there have been numerous efforts to altserb
increasing numbers of workers in Venezuela, pdditypersons migrating from rural to urban areas.

Given the significant GDP growth exhibited in tresspfour years, a shortage of management persdeobhicians
and skilled workers and a relatively limited suppfymanufacturing and agricultural workers currgrgkists. The
working-age population is expected to grow sub&é#intin coming years. Beginning in 2003, socialkklons have
led to significant improvements in the training adlcation of manufacturing and agricultural wosker

At the end of 2006, the labor force was estimatet?a3 million. The rate of unemployment decreafsech 11.4%
at year-end 2005 to 9.3% at year-end 2006, whichdug primarily to increased public sector oppadties
including the expanding social Missions. At thel @fi2007, the labor force totaled approximatelylillion.
The rate of unemployment decreased to 7.5% ateedr2007.
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The following table sets forth employment actiuity sector for the periods indicated:

Year Ended December 31,

2003 2004 2005 2006 2007
Labor Force:
Employed.......c.ccoovveiiiiiieeees 9,993,806 83.2% 10,417,612 86.1% 10,733,980 88.6% 11,116,925 90.7% 11,503,869 92.5%
Unemployed.........ccooveiiiiiinieene. 2,014,913 16.8 1,687,682 139 1374299 114 1,143653 9.3 932,448 75
Total oo 12,008,719 100.0 12,105,294  100.0 12,108,279 100.0 12,260,578 100.0 12,436,317  100.0
By Sector:
Petroleum and Mining.................. 54,850 0.5 66,244 0.6 71,272 0.7 77872 0.7 99,225 0.9
Agriculture, Fishing and Hunting.. 1,072,213 10.7 1,078,353 10.4 1,039,131 9.7 1,016,049 9.1 992,832 8.6
Manufacturing...........ccccoeeeeerieennes 1,160,662 11.6 1,175,326 113 1,245,453 11.6 1,350,895 12.2 1,415,538 12.3
Water, Electricity and Gas............ 53,250 0.5 52,194 0.5 56,893 0.5 50,352 0.5 48,031 0.4
CONStrUCHON.......c.ceeveereeiecreeiennes 706,790 7.1 793,700 7.6 857,581 8.0 1,057,616 9.5 1,104,538 9.6
Commerce, Restaurant and Hotels 2,563,145 25.6 2,518,241 242 2,619,613 24.4 2,620,025 23.6 2,712,478 23.6
Transportation, Storage and 748,895 7.5 850,443 8.2 870,305 8.1 913,558 8.2 1,025,498 8.9
Communications.................
Financial Institutions, Insurance 472,903 4.7 495,691 4.8 516,857 4.8 551,031 5.0 587,139 5.1
and Real Estate..................
Community, Social and Personal 3,125,558 31.3 3,242,693 31.1 3,364,831 31.3 3,452,568 31.1 3,492,273 30.4
SEeIVICES......ccovvevvieciee i iann
OtherS......coovvvieieeeie e 35540 0.4 144,727 14 92,044 0.9 26,959 0.2 26,517 0.2
Total oo 9,993,806 100.0% 10,417,612 100.0% 10,733,980 100.0% 11,116,925 100.0 11,503,869  100.0
SourcelINE.

Labor Regulations and Labor Liabilities

ThelLey Organica del Trabajoor the Organic Labor Law, sets forth minimum slamls for employee benefits and
working conditions, such as a minimum wage, a marinmumber of working hours, mandatory holidays and
vacations, minimum retirement, severance compeassatd health and safety regulations.

The Organic Labor Law applies to private sectorkeos and to most public sector employees. Thegighother
public employees, technicians and professionalgalaeregulated by the Law of Administrative CaseePublic
sector wages are set by decree, in accordancehwitlabor laws and the Law of Collective Contragtof the
Public Sector. Subject to minimum wage limitatises$ by the Government, private sector wages argetitive or
set through collective bargaining contracts.

In June 1997, the Government reformed the Orgaalok Law. The new law implemented a tripartitecggnent
reached among the Government, employees represeyntatons and their employers. The most significgaform
was the elimination of the retroactive calculatadrmandatory severance compensation for yearsreicge
Previously, employers has been required to payragee compensation for years of service calculettdactively,
based on an employee’s salary at the time of textioin of the labor relationship, regardless of ahginges in the
salary over the course of the employment. The lagwequired that severance pay accumulated thregember
1996, referred to as the Labor Liabilities, be paid within five years to both public and privatagloyees. After
December 1996, employers have been required tolatdcseverance compensation monthly, based onswage
earned at that time, and deposit the amount ircaount of the employee. The amounts depositedietarest
tax-free, which interest may be withdrawn by empleg on a yearly basis. The account must accunullgiteg the
entire period of employment, and at the end ofeimployment relationship the entire amount can bbdsawn by
the employee. Under defined circumstances, patadrthe principal in the account may be withdrawrthe
employee before the end of the employment relatipns

The Government has amended the 1997 labor lawotwddg® for the payment of Labor Liabilities owedpablic
sector employees over a period of five years, togretvith interest, at a prescribed rate commeniirkp98. The
Government has created a presidential commissignaatify and oversee the processing of the Laltilities
with respect to employees of the Central Government

59



Since 1998, the Government has maintained a cantgaffort to honor past Labor Liabilities. At Eeaber 31,
2006, the estimated total amount of the Governrsdrabor Liabilities was calculated to be approxiehaBs.21.6
trillion. At December 31, 2007, the estimated tataount of the Government'’s Labor Liabilities wadculated to
be approximately Bs.25.8 trillion.

In April 2007, the Government extended a firingefze for private and public sector workers goverimgthe
Organic Labor Law, effective through December 3102 Under the decree, workers may not be firedhated or
transferred without just cause. On December 287 2this freeze was extended again for a periazhefyear
through the end of 2008.

Minimum Wages

The Government sets the minimum salary for all jpudshd private sector employees, which it adjustaecessary
to take into account changes in inflation and coétving. The minimum wage has gradually increé®ver the
years. In setting and adjusting minimum wages@bgernment has attempted to address losses diigming
power by the poorer segments of the Venezuelan fabce without creating an inflationary cycle.

The latest adjustment made to the monthly minimuagenoccurred on April 25, 2007, in the form of agidential
decree which set the minimum wage for all publid private sector employees at Bs.614,790, or ajmately
U.S.$286, beginning May 1, 2007, representing a Ba¥ease over the previous minimum wage.

Labor Benefits under the 1999 Constitution

The 1999 Constitution provides certain rights tdadlorers in Venezuela. It includes rights widispect to the
maximum number of hours a person may be requiraebtl, benefits in the event of loss of employmamd non-
discrimination on the basis of, among other factmase, sex, age or creed. The Government issiptocess of
modifying the Organic Labor Law in accordance witik rights granted to laborers under the 1999 Gotish. As
part of these developments, the Government isaleently in the process of reforming the socialsiy system.

Reforms to the Social Security Laws

The Organic Law of Social Security took effect oad@mber 30, 2002. This law sets forth substargfatms to
the national social security system. The servite®red by the social security system are dividedray three
types of services: Health Services, Social SendeesHousing Services. The responsibility of méamgagnd
administrating these services will be shared antbag\National Health System, the National Housingl8ahe
National Geriatric and Gerontology Institute, thatidnal Pension Institute, the National Employmestitute, the
National Labor Health Institute and the Worker'sifiing and Recreation Institute, which will eachitneharge of
their respective social services.

Under the terms of the Organic Law of Social Sagulioth workers and employers will contribute toalective
social security system managed by the Governmidntler the social security system, workers in tHermal
sector of the economy will be able voluntarily ¢inj the social security system and make the cantichs
necessary to enable them to receive a future ne¢ing pension, with a subsidy by the Governmentasdréain
percentage of their contributions. Along with ad@imitions from employees, employers and the Govemtnthe
social security system will also be financed byesalother sources, including income from investtaenade with
social security funds.

The law provides that the current Venezuelan latgibf Social Security, along with the other goveemtal entities
and offices that are currently in charge of certrnvices covered by the social security law, bdlreplaced
gradually by entities that will form the social seity system. A newly-created entity, tBaperintendencia del
Sistema de Seguridad Soqj8uperintendency of the Social Security Systeml)lvélthe office responsible for
regulating and supervising the social securityesyst

The law also creates a Social Security Systemurgasith its own assets, distinct and independmmfthe

National Treasury. This treasury’s main respotisides will include collecting, investing and digtuting social
security funds (which will be exempt from all taxes
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The terms of the law had required the Presidedetelop an implementation plan for the social secgystem
within six months of the law’s effective date. Hewer, given its complexity, the implementation pheas not been
completed to dateOnce such a plan has been completed, the systettheasbe implemented within five years of
the law’s adoption. In addition, the President ninform the National Assembly semi-annually of arew
measures that have been adopted and any obstaaidsmte been encountered during the implementptioeess.
Additionally, the law provides that@omision Técnica de Transici§fiechnical Commission for the Transition)
must be created within 180 days after the law p&etl, which will be responsible for planning andrmaging the
transition from the existing social security systenthe new system introduced by this law.

In accordance with the Organic Law of Social Seaguim 2005, the National Assembly passed lawsuargntee
safe and healthy work environments, to regulatepaotect social services for the elderly, to guéearthe right to
housing and to ensure unemployed workers receaesland assistance in finding jobs.

Labor Unions

Venezuela has numerous labor unions. Despiteutthwar of labor unions currently in existence in ¥euela,
Venezuela has a relatively low level of unionizatishen compared to the size of its labor force.

Unions engage in collective bargaining primarilyaiving the negotiation of contracts on an industiige basis.
Strikes and lockouts are permitted, but conciliafiwocedures must be observed prior to callingikesor lockout.
In 2001, there were a number of strikes to prdsest of wage increases and other employment messiactuding
at PDVSA and SIDOR, which in the short term hadnapact on economic activity in the regions and stdes
affected.

In April 2002, CTV, together with Fedecamaras,iaiéd a general strike in support of the protesteutaken by a
group of PDVSA managers connected with the politiggoosition with respect to the appointees of e
Chavez to the PDVSA board of directors.

A nation-wide work stoppage was called by the alltgroup referred to as the Democratic Coorditi
Committee, CTV and Fedecamaras on December 2, &102he principal goal of forcing President Chavestep
down or to agree to early elections. The work ptaye was joined by key PDVSA employees, includigigain
officers of Venezuela’s merchant fleet, includihg Republic’s oil tankers. Although the work stogealid not
receive the support of PDVSA'’s oil union, it wastfaly joined by banks, the media, private and lpubniversities
and certain other sectors of Venezuela. The wimage lasted approximately nine weeks, endingedmuary 3,
2003. For more information, refer to “Bolivariarepublic of Venezuela—Form of Government and Politica
Parties—The Referendum”.

Poverty and Income Distribution; Education
Poverty and Income Distribution

The Government differentiates between extremely po@or and non-poor households based on censusysur
examinations with respect to qualitative factorshsas access to electricity and potable water lamechtimber of
persons per dwelling unit. INE defines “extrempbor” as individuals who lack sufficient resour¢e®obtain a
subsistence-level basket of foodstuffs and “posrinaividuals who have resources sufficient to obtao times a
subsistence-level basket of foodstuffs.
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The following table provides statistics comparihg humber and percentage of extremely poor, padnan-poor
households in Venezuela for the indicated years:

2003 2004 2005 2006 2007
Total % Total % Total % Total % Total
Households:
Non-Poor...........cccovu. 2,501,332 44.9% 3,035,230 53.0% 3,689,799 62.1% 4,268,125 69.4% 4,516,256 72.5%
Poor
Extremely Poor......... 1,395,377 25.0 1,066,330 18.6 910,067 15.3 558,257 9.1 475,319
Non-Extremely Poat.. 1,678,924 30.1 1,623,676 28.4 1,341,236 22.6 1,326,399 21.6 1,234,438
Total..coooeeeeeeeiiiiviinnn, 3,074,301 55.1 2,690,006 47.0 2,251,303 37.9 1,884,656 30.6 1,709,757
All Households............... 5,575,633 100.0% 5,725,236 100.0% 5,941,102 100.0% 6,152,781 100.0% 6,226,013 100.0%
Population:
Non-Poor.............ceee 9,140,395 37.9% 11,318,952 46.1% 14,279,212 %6.3 16,551,960 63.7% 17,644,113
Poor
Extremely Poor.......... 7,173,353 29.8 5,539,900 22.5 4,522,457 17.8 878008 111 2,481,309
Non-Extremely Poat.. 7,797,008 32.3 7,710,928 314 6,567,832 25.9 6,555,637 25.2 6,236,330
Total..cooeeeeeeeeiiiiiiinnn, 14,970,361 62.1 13,250,828 53.9 11,090,289 43.7 9,433,645 36.3 8,717,639
Total Population............. 24,110,756 100.0% 24,569,780 100.0% 25,369,501 100.0% 25,985,605 100.0% 26,361,752 100.0%
Q) Figures through first semester 2007.
SourcelNE.

The percentage of poor and extremely poor amony&mezuelan population decreased from 55.4% in 2602
33.1% in 2007. In addition to stimulating real gtb in the economy and increasing job opportunitiee
Government aims to emphasize the primary educalistem to improve educational and technologicdlsski
among the future Venezuelan workforce, decentrdiezth and education support systems and refocmlso
security and pension systems.

The following table compares statistics for therihsition of income or consumption in Venezuela atiter Latin
American countries:

Venezueld®)  Brazil®  Chile® Colombia®  Mexicd?  Pery®

Survey Year _2003 2004 2003 2003 2004 2003
Gini INAeX? ........ooooovceeeeeeer. 48.2 57.0 54.9 58.6 46.1 52.0
Lowest 10%........cccccoeeveveiieceeeee 0.7 0.9 1.4 0.7 1.6 1.3
Lowest 20%.........ccccoeeveveieiceeee 3.3 2.8 3.8 2.5 4.3 3.7
Second 20%.........cccceeveeeveierieerienne, 8.7 6.4 7.3 6.2 8.3 7.7
Third 20% 13.9 11.0 11.1 10.6 12.6 12.2
Fourth 20%..........ccoooveiieeeeeee 22.0 18.7 17.8 18.1 19.7 19.7
Highest 20%.........ccccccevvvviiiieeecne. 52.1 61.1 60.0 62.7 55.1 56.7
Highest 10%.........cccccceveiviviieencce. 35.2 44.8 45.0 46.9 394 40.9

Q) Rankings are based on per capita income. [@&es to income shares by percentile of the pdjmua

2) Gini index measures the extent to which thé&ibistion of income among individuals within a cagndeviates from a perfectly equal

distribution. A value of O represents perfectaiy and a value of 100 represents perfect inatyual

SourceWorld Bank 2007 World Development Indicators.

Education and Other Sustainable Development Factors

According to the Human Development Index, refeteds the HDI, a measure used by the United Nations
Development Program, or UNDP, Venezuelan sociatlitmms rank 74th among the 177 countries in theldvim
the UNDP’s Human Development Report for 2007.
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The HDI provides a composite measure of three déoes of human development: living a long and thydife
(measured by life expectancy), being educated (anedsy adult literacy and enroliment at the priyjnaecondary
and tertiary level) and having a decent standativioiy (measured by purchasing power parity, oPP&nd
income). The HDI provides a broad prism for viegvimuman progress and the complex relationship hetwe

income and well-being. According to the UNDP’s HamDevelopment Report for 2007, the HDI for Vendaue
was 0.792 for the year ended December 31, 2005.

The following table summarizes the statistics facial factors related to the HDI in Venezuela amel dther six
largest economies in Latin America:

Income
Survival Education Share of Income o
- Population in Poverty
or Consumption
People not Population U.S.$1a | National
expected to survive without access| Adult illiteracy Children not Poorest | Richest | day (PPP | poverty
to age 40 to safe water rate reaching grade b 20% 20% U.S.$fV line
HDI Rank 2000-2005 2004 1995-2005 2004 2003-04 | 2003-04| 1990-05 | 1990-04
38 Argentina 4.9% 4% 2.8% 394 3.1% 55.4% 6.6% n.a.%
40 Chile 35 5 4.3 0 3.8 60.0 2.0 17.0
52 Mexico 5.8 3 8.4 6 4.3 55.1 3.0 17.6
70 Brazil 9.2 10 11.4 n.a. 2.8 61.1 7.5 215
74 Venezuela 7.3 17 7.0 9 3.3 52.1 185 393
75 Colombia 9.2 7 7.2 19 25 62.7 7.0 64.0
87 Peru 9.7 17 121 10 3.7 56.7 10.5 53.1
Data refers to the most recent year available.
Q) Personal Purchasing Power used to measureottesty line.
2) Data refers to period other than specified.
3) Data refers to 2003 school year.
n.a.: Not available.

Source: UNDP, Human Development Report, 2@8fatistics for the largest seven economies ofnLAtherica).

While the extremely poor in Venezuela are sevetbbllenged by a lack of access to basic necesstese
positive signs of sustainable development are ptesehe adult literacy rate was 93.0% in 2005.n&&iela is
ranked in the category of “medium human developiienierms of overall profile and HDI trends, SotMorth

gaps, child survival, health, food security, ediggatmbalances, communications, social investmadtraatural
resource usage.
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PRINCIPAL SECTORS OF THE VENEZUELAN ECONOMY
Petroleum and Natural Gas
General

Venezuela, a member of OPEC, is the world’s niatigést oil producer and fifth-largest oil exportdie
petroleum sector has been the cornerstone of theateelan economy for the past 50 years. It repteshe
principal source of revenues, foreign exchangeirgsnand stimulus for economic, industrial and abchange.
According to theBP Statistical Review of World Energy 200&nezuela has the sixth-largest proven oil reseim
the world, the ninth-largest proven natural gagmess in the world and the largest proven resepfé®mth oil and
natural gas in Latin America. From 2003 throug®20petroleum products accounted for an average of
approximately 86.0% of Venezuela’s total exportaribg the same period, petroleum revenues accodatexh
average of approximately 44.6% of Venezuela's tG&htral Government revenues and the petroleunoisect
accounted for an average of approximately 15.5%evfezuela’s GDP. In 2007, petroleum activitiesoacted for
approximately 12.2% of GDP, compared to approximet8.8% in 2006.

Recent Developments Concerning the Oil Industry

In February 2007, President Chavez issued a lawedamder the authority conferred by the 2007 Bnghlaw,
pursuant to which existing Orinoco Belt projectanmrely Petrozuata, Sincor, Cerro Negro and Hamaees w
required to be converted inEmpresas Mixtgsor Mixed Companies, in whidBorporacion Venezolana del
Petroleq or CVP, a PDVSA wholly-owned subsidiary, or aratRDVSA subsidiary, holds an equity interest of at
least 60% in accordance with the Hydrocarbons LBwrsuant to this law-decree, operators of the d@@orBelt
project will become Mixed Companies, with PDVSA betng the majority owner of the operations. Thenigliry
of Energy and Oil is required to make a valuatibeach new Mixed Company in order to determineféire
participation of the PDVSA subsidiary and to praviahy economic or financial adjustment as necessEng law-
decree also provided that existing profit-shariggeeaments for the exploration of t@®lfo de Paria Oesteésolfo
de Paria Esteand the blocks known as La Ceiba, as welDafuels Sinovensa, S.Anust be converted into Mixed
Companies.

In May 2007, CVP completed the acquisition proceisls respect to the four Orinoco Belt strategicamsations,
Petrozuata, Sincor, Cerro Negro and Hamaca. la 2007, Chevron Texaco, Statoil, Total, BP, Eni $BNI),
Petroleum & Chemical Corp (Sinopec), and Inepagized to convert their participations in the fouimdco Oil
Belt projects into Mixed Companies controlled by\FEA, increasing PDVSA's average participation ia th
projects to 78%. In the same month, Moody’s dowdgd its credit rating on the Cerro Negro projeatf B1 to
B3, and in June 2007, Moody's downgraded its credihgs on the remaining three Venezuelan heawuyrojects
(Hamaca, Petrozuata and Sincor) from B1 to B2.

ExxonMobil and ConocoPhillips, the majority partmén theCerro NegroandPetrozuataprojects, respectively,
have failed to reach a financial agreement with BB\fegarding the required sale of their ownershipriests. As a
result, an ExxonMobil affiliate filed a request fanbitration with ICSID, as a result of it havingém unable to
successfully negotiate the terms of, or agree ervétiue of, the assets in tB8erro Negroproject being transferred
to the Republic. Prior to the enactment of the tieree, ExxonMobil had a 41.7% interest in@ssro Negro
project. On January 25, 2008 the ExxonMobil aff¢éi@ommenced an additional arbitration under thesraf the
International Chamber of Commerce.

On December 27, 2007 and January 8, 2008 the ExwbiiMffiliate obtained from the U.S. District Cddor the
Southern District of New York an attachment oraealing U.S.$315 million against accounts of a PB\&filiate
and on January 25, 2008 the ExxonMobil affiliat¢added a freezing injunction from the High Courtlofstice in
London preventing the removal or non-ordinary ceuwtisposition of up to U.S.$12 billion in asset$&fVSA and
its affiliates in the United Kingdom and the nomhoary course disposition of up to that amountssfeds elsewhere
in the world. A court in the Netherlands has issaa order relating to the freezing of certain PBV&sets in the
Netherlands and in the Netherlands Antilles. Ondf1d 8, 2008 the High Court of Justice in Londdted the
U.S.$12 billion freeze order, which decision is jgabto appeal by ExxonMobil.
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Petréleos de Venezuela, S.A.

In order to manage the assets acquired by thenaditzation of the domestic oil industry, the Goveent decided
to create PDVSA in 1975 by giving the Republic sisée ownership of the company. PDVSA's charteruhoents
provide that the President of Venezuela desigrtaeesnembers of PDVSA's board of directors by exireudecree.

Since its inception in 1975, PDVSA has been opagadis a state-owned commercial entity vested vaithroercial
and financial autonomy. PDVSA is regulated by Mt it is required by law to sell all foreign curoy revenues
to Banco Central, with the exception of an amobhat it is permitted to maintain in a foreign curgrin order to
meet its foreign currency-denominated investmentsexpenses. The balance of such proceeds, aét of
applicable corporate income tax, dividends andlt@gm must be transferred to FONDEN to be usedémial,
educational, health care, liability management gpetial and strategic purposes. For more infoomatin
FONDEN, refer to “Introduction—Recent Economic Deymhents—The Current Economic Situation”.

PDVSA, the most important contributor to Venezugl@DP, exports and fiscal revenues, is responfible
coordinating most aspects of the petroleum indugtigtuding administration, planning, operationspeestic and
foreign marketing and capital investment. Sincé8 P DVSA has been responsible for the petrochéreégzor,
although this responsibility is currently beingriséerred to MEP. Since 1985, PDVSA has also bespansible
for the development of coal resources located istera VVenezuela, although in 2004, substantialoesipilities in
this regard were transferred to Carbozulia, a fiandoth regional development and for the developinod
Venezuela’'s bitumen resources. Through its suliseli, PDVSA supervises, controls and developpéimleum,
petrochemical, gas, coal and Orimul§idndustries in Venezuela.

MEP oversees all activities with respect to hydrboas and determines overall policies concernitgsraf
production, new investments and resource conservatin addition, MEP is the chairman of PDVSA’'snégal
Shareholders’ Assembly, which sets PDVSA'’s gengodity. Currently, the minister of MEP is alsodag as
president of PDVSA.

PDVSA obtains income from its subsidiaries in tbenf of a mandatory 10% payment of their net reverfram
exports of crude oil, in which net revenue is cldted after deductions of related royalties andeases but before
income taxes. PDVSA also receives the after-tayprafit of each subsidiary. The laws governing pgetroleum
industry require such revenues to be used forrttlestry’s capital investment programs.

In February 2002, President Chavez replaced thgdmet of PDVSA and five of the seven members of/BR's
board of directors, asserting that policy differeatiad arisen over the implementation of the Régataidherence
to OPEC production limits, as well as other issugdarge group of PDVSA executives and staff peilglprotested
these appointments. In March 2002, this groupngfleyees participated in a work slowdown and stoepand
organized a one-day strike on March 21, 2002. frbéests continued, and on April 4, 2002, thoseleyges
began an open-ended strike, which culminated inldl€dged national strike on April 9, 2002, whiglas closely
followed by acoup d’etat which briefly removed President Chavez from paweor more information on the April
2002 strike andoup d’etat refer to “Bolivarian Republic of Venezuela—Form@bévernment and Political
Parties—The April 2002 Coup d’Etat”.

The most recent and damaging of the nation-wid&kwtmppages began on December 2, 2002 and ended on
February 3, 2003. It was called by the Democr@bordinating Committee, CTV and Fedecamaras andouaead
by managers of PDVSA, many key PDVSA employeegateofficers of Venezuela’s oil tankers and mertha
fleet, banks, the media, private and public unitesand other sectors of the Republic.

For a 20-day period in January 2003, oil tankechared in front of oil terminals, blocking shipmetib and from
the facilities. The participation of the oil secto this general work stoppage severely cripplgg@duction,
which dropped to as low as 25,000 barrels per dappd, at the height of the work stoppage. 1nudayn2003,
PDVSA was forced to declare an evenfate majeurainder its international petroleum sales contragtsch was
ultimately lifted on crude oil sales contracts imidh 2003 and on gasoline sales contracts in 200B. In
response to this emergency, the Government activhteindustry’s oil contingency plan, includinglitairy
protection of some of PDVSA's facilities, requested from OPEC in the form of both fuel and persasinand
received support from Brazil, Trinidad & Tobago &dtar. The production and distribution of foodfst@lso was
affected, resulting in food shortages in certagioas.

65



PDVSA'’s oil production recovered significantly diogi February and March 2003. In April 2003, PDV®Aarted
that oil production had recovered to approxima8B/ million bpd. At the same time, PDVSA begariniefy more
than 1 million bpd and exporting approximately thBlion bpd of oil and oil products.

Because production activities at PDVSA'’s refinemese temporarily affected as a result of the wstdppage,
from December 2002 through March 2003, PDVSA haidnmort gasoline and diesel fuel to meet its domest
distribution obligations. In December 2002, PDVBa#d imported a total of approximately 521,600 Haroé
gasoline and approximately 480,299 barrels of diiesd. During the first quarter of 2003, PDVSA piorted
approximately 13.5 million barrels of gasoline approximately 975,196 barrels of diesel fuel.

Problems resulting from the general work stoppdge mterrupted PDVSA's billing systems. PDVSA wasable
to bill its customers for previously-shipped protiyavhich resulted in an invoicing backlog. Aseault of
production increases and the normalization ofiite\g systems, PDVSA was able to increase itsemilbns
significantly by February 2003. By the end of JAB03, PDVSA had substantially eliminated the bagged
invoicing volume, and collections had been fullgtozed.

In response to concerns regarding the effectseofjimeral strike that began in 2002, as well als seispect to
greater governmental involvement in the operatibRBVSA and the allocation of its resources, StaddaPoor’s,
Moody’s and Fitch lowered their ratings for PDVSfADecember 2002 and January 2003 to CCC+ fromoB-, t
Caal from B3 and to BB- from BBB, respectively, leagth negative outlooks. Standard & Poor’s sulbsedly
upgraded its rating outlook for PDVSA from negatigestable in April 2003 and removed its ratingscerntain debt
of PDVSA Finance Ltd. from Credit Watch, citing inoping conditions for the oil company and its fican
subsidiary. In June 2003, Fitch upgraded the semisecured foreign currency rating of PDVSA froi@C+ to B-
and upgraded its rating outlook from negative &bk. In July 2003, Standard & Poor’s upgraded BB credit
rating from CCC+ to B- and upgraded its rating ookl from negative to stable. In November 2003, Woe
maintained PDVSA’s Caal credit rating, but upgraiiedating outlook to stable. In August 2004)daling the
rating upgrade of Venezuela’s long-term foreignrency-denominated debt from B- to B, Standard &r@oo
upgraded PDVSA'’s corporate credit rating from BBto In September 2004, Fitch upgraded its longitiareign
and local currency rating for PDVSA from B- to Bin May 2005, Moody’s confirmed an upgrade of PDVSA
global currency rating to B1, and in August 200t r8lard & Poor’s raised its corporate credit rafimgPDVSA to
B+ from B, following its long-term foreign and ldczurrency upgrade from B to B+. In January 200i6ch
upgraded its long-term foreign and local currerstyng for PDVSA from B+ to BB-. In July 2006, Mogd
withdrew its B1 global currency rating and foreigurrency rating for PDVSA because of the oil compaffailure
to provide timely and adequate financial and ofpegahformation since the general strike in 2002.February
2007, Moody's reassigned a B1 global currency gator PDVSA with a stable outlook. In March 20@&tandard
& Poor’s raised PDVSA's corporate credit ratingrfr@+ to BB-.

PDVSA principally uses PDVSA Finance Ltd. for itsrporate financing needs through the issuance luf dés of
December 2003, the level of indebtedness of PDMU#¥a consolidated basis, was approximately U.S Biflién.
In August 2004, PDVSA Finance Ltd. completed a égraffer and consent solicitation for its outstamgdhotes.
Holders of an aggregate of 96.3% of the approxipaieS.$2.6 billion in principal amount of the neteendered
and delivered their consent pursuant to the teaffer and an amendment to certain provisions of3agior
Indenture. Notes in aggregate outstanding amafrisS.$2.5 billion were repurchased, providing PEA/with
improved debt capacity in order to finance its bass plan. In March 2006, PDVSA Finance Ltd. meageblic
redemption offer for all of its outstanding debtin amount of U.S.$83 million, which was paid orriApl, 2006.
On February 23, 2007, PDVSA entered into two criditlities with the Japan Bank for Internationaldperation,
Marubeni Corporation, Mitsui & Co., Ltd and privdtanks in Japan in the aggregate amount of U.SI$llidn to
finance oil development projects in Venezuela. @iealit facilities have a term of 15 years. Inmection with the
credit facilities, it is contemplated that PDVSAllvinter into contracts for the supply of crudeanild refined
petroleum products with affiliates of Marubeni didsui and that the proceeds of such sales withpglied to pay
amounts due under the credit facilities.

On April 4, 2007, PDVSA issued (i) U.S.$3,000,0@m®.25% Notes due 2017, (ii) U.S.$3,000,000,080 3%

Notes due 2027, and (iii) U.S.$1,500,000,000 5.508tes due 2037. As of December 31, 2007, PDVSAamd
aggregate of U.S.$16 billion of debt outstandindguriag on various dates through 2037.
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In March 2004, PDVSA modified its organization stiure in order to (1) enhance internal controltsfdperations,
(2) improve its corporate governance, (3) aligroerating structure with the long-term strategies shareholder
and (4) adhere to the Hydrocarbons Law with respettie separation of different national oil indysdctivities. In
January 2005, the Government appointed a new hifatilectors for PDVSA, comprised of the Presidénn
Vice-Presidents, five internal directors and thegternal directors.

PDVSA is structured in three vertically-integratgebgraphic divisions to manage its upstream opersi
including exploration, production and upgradinghe$e divisions are referred to as the Eastern Divishe
Southern Division and the Western Division.
PDVSA'’s business strategy is to pursue the devedmpof Venezuela’s hydrocarbon resources with thppert of
both national and foreign private capital, to maxierthe value of oil and gas and to ensure itsnfired strength and
stability. PDVSA's business plan focuses on:

» the exploration of condensate, light and mediunderail;

» the development and expansion of the Orinoco Bskmves;

» the development of the gas sector;

» the development of major projects to increase dvexfinery capacity;

» the marketing of all crude oil and refined petrafeproducts; and

the development of infrastructure assuring the graent of crude oil and gas reserves.

This business plan calls for investments of appnaxely U.S.$77 billion in Venezuela, the Caribbaad Latin
America over the next five years to achieve suatacrude oil production of 5.8 million bpd andsignificantly
expand PDVSA's gas production and refining capdeit?012. PDVSA also seeks to maintain high sadety
health standards in conducting its business and @irachieve effective and timely integration o$iness
technologies in its operations, as well as the emgpment and development of human resources.

PDVSA and the Venezuelan Economy

PDVSA is the largest corporation in Venezuela. oABecember 31, 2007, PDVSA's total assets were$9%8
billion, compared to U.S.$80.5 billion at DecemBér 2006, U.S.$70.5 billion at December 31, 2005 E&r5.$61.8
billion at December 31, 2004. At December 31, 20RDVSA's long-term debt and capital lease obliyadi
(excluding its current portion) were U.S.$13.1ibill, compared to U.S.$2.3 billion at year-end 20B®VSA's
total debt and capital lease obligations (includisgurrent portion) as of December 31, 2007 taidl.S.$16
billion, compared to U.S.$2.9 billion at year-er@DB.

PDVSA'’s consolidated results are affected primaoyythe volume of crude oil produced and variatiomghe
general price levels of hydrocarbons. The levairafie oil production and the capital expendituresded to
achieve such level of production have been amoagtimcipal factors determining PDVSA's financiandition
and results of operations. The importance of tiiesgrs is expected to continue during the forablefuture.

In 2003, PDVSA accounted for approximately 18% eh¥zuela’'s GDP, 67% of its exports and 57% of its
Government revenues. In 2004, PDVSA accountedfproximately 27% of Venezuela’s GDP, 83% of itpaks
and 48% of its Government revenues. Because PD¥ 8#e single largest contributor to Venezuela’sfFGD
exports and fiscal reserves, it has a significafit€nce on the Venezuelan economy. PDVSA is nesipte for,
among other things, making substantial royalty &xdpayments to the Government.

New Hydrocarbons Law

On November 13, 2001, under the enabling law aizbdiby the National Assembly, President Chaveztedahe
new Hydrocarbons Law, which came into effect inutag 2002 and replaced the Hydrocarbons Law of 048
the Nationalization Law of 1975. Among other mittehe new Hydrocarbons Law, as amended, provigesall
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oil production and distribution activities are themain of the Venezuelan state. Every activitgtiaj to the
exploration and exploitation of hydrocarbons areirtderivatives is reserved to the Government, wiay
undertake such activities directly or through instentalities controlled by Venezuela through anitgqu
participation of more than 50%.

Under the new Hydrocarbons Law, the Republic ipoesible for performing industrial and commerciefiaties
reserved for the Government, such as the separagtiwification and transformation of natural hydadeons and
byproducts. In certain instances, the Republic pejorm the reserved activities through companigeed
exclusively by the Republic or through related camips in which the Government owns a high percentdg
shares, referred to &mpresas Mixtas

In February 2007, President Chavez issued a lawedguursuant to which existing Orinoco Belt prajeciamely
Petrozuata, Sincor, Cerro Negro and Hamaca, wergrasl to be converted inempresas Mixtas which CVP or
another PDVSA subsidiary holds an equity interésttdeast 60% in accordance with the Hydrocardans.
Pursuant to this law-decree, operators of the @or®elt project will become Mixed Companies, with\VPSA
becoming the majority owner of the operations.

The new Hydrocarbons Law decreases the incomeataxXar oil exploration and production activitieerh 67.7%
to 50%, and to 34% for downstream activities.ntireases the extraction royalty rate from 16.7%0%, which
royalties are deductible for purposes of calcutptitome tax. In special circumstances, the Répulhy decrease
this rate to 20% for heavy crude oil and 16.7%@oimulsior?, but the Republic retains the right subsequently t
increase this rate to 30%.

The new Hydrocarbons Law also modified other taxitls respect to hydrocarbons. Under the surfaea #ax,
every square kilometer or fraction thereof whicls baen granted for exploration but which has nehhesed for
that purpose will be taxed 100 tributary units pear. In fiscal year 2003, each tributary unit wgsiivalent to
Bs.19,400. In 2004, each tributary unit was edeivato Bs.24,700, and for the first six month2605, each
tributary unit is equivalent to Bs.29,400. This t@ill be increased by 2% every year through 2@6d then 5%
annually thereafter. The new Hydrocarbons Law fres for a tax on developer consumption of 10%hefretail
price on each cubic meter of petroleum productsipced and used by the developer to fuel its owmatjpms. The
law also imposes a tax of 30% to 50% of the rgtade on each liter of petroleum product sold ie Yfenezuelan
domestic market. This tax on retail purchaseevgd annually by the National Assembly in the Betdgaw and is
to be paid monthly to the National Treasury.

The long-term effects of the new Hydrocarbons Lan &S changes in royalty structure and taxes o ®&s
activities and results of operations, as well agnitpact on foreign investment in the petroleuntagcannot be
predicted at this time.

Stabilization Fund

PDVSA was originally required to make depositshte Stabilization Fund equivalent to 50% of its rawes from
export sales in excess of U.S.$9.00 per barrelphitxes related to such sales. However, in Gat@001, and
again in 2002, the Government introduced reformaws governing the Stabilization Fund and, amatingo
changes, suspended contributions for the last guaft2001 and the years 2002 and 2003. In Nove2®@3, the
Stabilization Fund Law was amended again, requiiBy SA to contribute to the fund 50% of the surgifisiny)
calculated as the difference between oil exporemere for each calendar year, calculated in U.3adpland the
average of oil export revenue for the three prawgdalendar years, net of taxes. Upon the effen#sgs of the
October 2005 amendment to the Stabilization Fubd/$A was no longer required to make contributiomshe
Stabilization Fund.

Deposits made to the Stabilization Fund may be usé#utk event of a decrease in the fiscal inconoeigded by
petroleum, a decrease in the income provided byiltend by-products exports as compared to thesaeeof such
income collected during the last three calendarsyes in the event of a national state of emergenc

As of December 31, 2002, the balance in the Stahitin Fund pertaining to PDVSA was approximatel$.$2.4
billion. This decrease was primarily the resultngthdrawals during 2002 by PDVSA in the amount of
approximately U.S.$2.2 billion to fund its capiedpenditures. In 2003, PDVSA withdrew an additidn&.$1.7
billion from the Stabilization Fund (of which appimately U.S.$1.4 billion was approved in 2003 &h&.$272
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million corresponded to amounts approved in 200%).of December 2003, the balance in the Stabitinafund
pertaining to PDVSA was approximately U.S.$698 imill Since 2004, the Stabilization Fund law essaleld that
no new contributions would be made to the StaliitwaFund. As of December 2004, the balance in the
Stabilization Fund was approximately U.S.$705 millirepresenting an additional U.S.$7 million icraed
interest. In 2005, the Stabilization Fund genet&teS.$22 million in accrued interest.

Taxes

Domestic sales in Venezuela are subject to a \adigeed tax the rate of which currently is 9%. Apa@xers, each
of PDVSA'’s Venezuelan operating subsidiaries istkeat to a refund for a significant portion of suietxes paid.

The Venezuelan government reimburses taxes threpgtial tax recovery certificates, or CERTs. PDuWSénot
recover any CERTSs during 2002, 2003, 2004 and 2002006, PDVSA recovered U.S.$647 million in CERT

PDVSA and its Venezuelan subsidiaries are entttlealtax credit for new investments of up to 12%hef amount
invested. In the case BDVSA Petréleo, S.Aeferred to as PDVSA Petréleo, however, suchityeday not
exceed 2% of its annual net taxable income andl) tases, the carry-forward period cannot excbegktyears.

Prior to 2004, Venezuela levied a tax on corpoastets at a rate of 1% of the average value ofrgpany’s assets,
as adjusted for inflation at the beginning and ehédach year. This tax served as a minimum inctargas it was
only paid if the amount that would be due thereundss greater than the income tax otherwise payable tax on
corporate assets was revoked in August 2004 anal isnger required to be paid.

An amendment of the Income Tax Law of Venezuela aygsoved in October 1999. This amendment intreduc
transfer pricing rules that came into effect inuly 2000. The law sets forth the methodologyattwrcating
income, costs and deductions in import-export @aah transactions among related parties. Any riegudiffects
will be included as a taxable item in the deterrigraof income tax. PDVSA carries out significaqterations
regulated by transfer pricing rules. Beginninglémuary 2001, the amendment also included a uaiMers system
for Venezuela and introduced taxes on dividendsraled to promote international fiscal transparenEgr more
information regarding taxation in Venezuela, réfefPublic Finance—Taxation”.

In October 2004, the Government adjusted oil régaifrom 1.0% to 16.67% on four extra-heavy crudl@entures
in the Orinoco Belt.

In April 2005, the Government announced that tlo®ime tax rate applicable to 32 oil operating cartgravould be
raised from 34% to 50% and the operating agreenveniisd be converted into joint ventures with PDVSAhe
contracts date from 1992-1997, and the increase doeapply to extra-heavy crude ventures. Theréyatbons
Law also increased royalties and requires PDVSheatee at least a 51% participation in new upstredprojects.

In May 2006, the National Assembly increased thalty tax rate on Orinoco Belt companies from 16460
33.3% with the goal of raising U.S.$1.3 billion pesar in tax revenues. In August 2006, the Natidsaembly
passed an amendment to the Income Tax Law thaadeed the income tax rate applicable to the heih@rimoco
Belt ventures from 34% to 50%.

On April 15, 2008, the National Assembly enactesl‘thaw Creating a Special Contribution Deriving o
Extraordinary Crude Prices in the International kéds” (Ley de Contribucion Especial Sobre Precios
Extraordinarios del Mercado Internacional de Hiderburog. Pursuant to this law, in any month in which the
average Brent oil price for such month exceeds$7&a barrel, oil and derivatives exporters (inahgdPDVSA)
must pay a tax on their exports calculated by mlyithg the number of barrels they export in suchthdoy 50% of
the excess of the average Brent price per barredifoh month over U.S.$70. In any month in whinh average
Brent price is greater than U.S.$100, the tax $&#ssed at the foregoing rate for the first U.S &3e excess over
U.S.$70 and at 60% of the excess of the averaget Briee over U.S.$100.

Social Fund

Article 5 of the Hydrocarbons Law mandates thatalkenues generated by the Venezuelan Governnwntdil
activities shall be used to promote health progranecroeconomic stabilization funds and investmetrighis
respect, PDVSA has made significant contributiansdcial programs, promoting and participating en€zuela’s
social and economic development. In 2004 and 2BD%/SA participated in and contributed significgrtt the
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funding of low-income housing, educational prograaggicultural development, healthcare, job cregtio
subsidized food distribution and other social paogs. For example, in January 2004, PDVSA apprdved
creation of a fiduciary fund referred to Bendo para el Desarrollo Econémico y Social delf?af FONDESPA,
which is designed to disburse amounts of moneyprfograms related to work projects, goods and sesyic
development of infrastructure and roads, agricaltactivity, health and education. AdditionallyyE, a branch of
PDVSA that is in charge of business relations betweDVSA and private petroleum business, has andeitsle
charter in order to focus on social welfare adigt In 2004, PDVSA spent approximately U.S.$4llibh in
contributions towards social programs in Venezu@®®VSA spent approximately U.S.$6.9 billion in 20&nd
U.S.$13.3 billion in 2006 in support of social g@cis developed by the Government.

Results of Operations for 2007

On March 20, 2008, PDVSA released its official aedifinancial statements for its 2007 fiscal yeRursuant to
those financial statements, for the year ended mbee 31, 2007, PDVSA's revenues were U.S.$96.hithnd
PDVSA's expenses were approximately U.S.$72.3dilli

PDVSA'’s net cash provided by operating activitie007 totaled approximately U.S.$4.2 billion, peiity
reflecting U.S.$6.3 billion of net income, U.S.$4illion of depreciation and depletion, U.S.$10lioil of asset
impairment and U.S.$2.8 billion in provisions fangloyee termination, pension and other post-retneinenefits,
less equity in earnings of non-consolidated investaf U.S.$733 million, less U.S.$1.6 billion ofeleed income
taxes and less changes in working capital of U.S.88lion. PDVSA's social development expenditiie 2007
totaled U.S.$14.1 billion.

For the year ended December 31, 2007, consolidegedash provided by financing activities totalpgraximately
U.S.$10.1 billion and net cash used in PDVSA's gtmeent activities totaled U.S.$13.2 billion.

In 2007, the average crude oil and products exmice was U.S.$62.68 per barrel.

PDVSA's capital expenditures in Venezuela for exalimn and production totaled approximately U.S0dallion
in 2007, and its capital expenditures in Venezémiaefining and marketing totaled U.S.$1.6 billio@apital
expenditures in Venezuela for natural gas projettded U.S.$3.1 billion in 2007, while capital exglitures in
Venezuela for petrochemicals and others had a ivegadlance of U.S.$313 million.

PDVSA's production of crude oil and liquid petrofaigas averaged 2.9 million bpd in 2007. At Decendie
2007, Venezuela had estimated proven crude oihveséotaling approximately 99.4 billion barrelslamad proven
reserves of natural gas amounting to 170,920 hiltiobic feet, or bcf.

Results of Operations for 2006

For the year ended December 31, 2006, PDVSA's ieemwere U.S.$99.3 billion and PDVSA's expenseswer
approximately U.S.$78.6 billion.

PDVSA'’s net cash provided by operating activitie006 totaled approximately U.S.$4.0 billion, peiity
reflecting U.S.$5.5 billion of net income, U.S.$®ilion of depreciation and depletion, U.S.$969liom in
provisions for employee termination, pension arfteopost-retirement benefits, less equity in eaysiof non-
consolidated investees of U.S.$1.1 billion, lesS.893 million of asset impairment, less U.S.$72lioni of
deferred income taxes and less changes in workipgat of U.S.$4.1 billion. PDVSA'’s social developnt
expenditures in 2006 totaled U.S.$13.8 billion.

For the year ended December 31, 2006, consolidetedash used in financing activities totaled apijpnately
U.S.$1.8 billion and net cash used in PDVSA's inment activities totaled U.S.$1.7 billion.

In 2006, the average crude oil and products expice was U.S.$55.21 per barrel.

PDVSA's capital expenditures in Venezuela for exalimn and production totaled approximately U.S2llion
in 2006, and its capital expenditures in Venezimiaefining and marketing totaled U.S.$385 millio€apital
expenditures in Venezuela for natural gas projettded U.S.$1.2 billion in 2006, while capital exglitures in
Venezuela for petrochemicals and others totaleddz:Bmillion.
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PDVSA's production of crude oil and liquid petrotaigas averaged 2.9 million bpd in 2006. At Decendie
2006, Venezuela had estimated proven crude oifreseaotaling approximately 87.3 billion barrelsdamad proven
reserves of natural gas amounting to 166,249 bcf.

Results of Operations for 2005
Total Revenues

PDVSA's revenues were U.S.$85.7 billion and PDVSéxpenses were approximately U.S.$66.5 billiortter
year ended December 31, 2005.

PDVSA's net cash provided by operating activitie2005 totaled approximately U.S.$5.6 billion, paily
reflecting U.S.$6.5 billion of net income, U.S.$diflion of depreciation and depletion, U.S.$20lioil of asset
impairment, U.S.$976 million in provisions for eragée termination, pension and other post-retirerbengfits,
less equity in earnings of non-consolidated investaf U.S.$1.1 billion, less U.S.$878 million ofeleed income
taxes and changes in working capital of U.S.$4llbbi

For the year ended December 31, 2005, consolidetedash used in financing activities totaled apionately
U.S.$1.6 billion and net cash used in PDVSA's i@t activities totaled U.S.$3.9 billion.

In 2005, the average crude oil and products exmice was U.S.$45.32 per barrel.

PDVSA's" capital expenditures in Venezuela for exation and production totaled approximately U.Sl$dllion
in 2005, and its capital expenditures in Venezimiaefining and marketing totaled U.S.$282 millio€apital
expenditures in Venezuela for natural gas projedtded U.S.$735 million in 2005, while capital explitures in
Venezuela for petrochemicals and others totaled$8million.

PDVSA'’s production of crude oil averaged 2.9 mitlibpd in 2005. At December 31, 2005, Venezuela had
estimated proven crude oil reserves totaling agprately 80.0 billion barrels and had proven ressmenatural
gas amounting to 152,264 bcf.

Petroleum Production and Export Revenues of Crudlar®@ Refined Products

PDVSA's production of crude oil and liquid petrofaigas averaged 3.1 million bpd in 2005, a 2% irsgdeom
the 3.0 million bpd produced in 2004. PDVSA's puotion of crude oil and liquid petroleum gas avexhg.7
million in 2003 and 2.9 million bpd produced in 200The increase in production during 2004 wasptiraarily to
a recovery of production operations from the wadppage that affected PDVSA in December 2002 aeditst
quarter 2003. In November 2002, PDVSA was prodyeipproximately 3.3 million bpd, but by January 200
production had fallen to an average of 800 thousgdl Of total production in 2005, 25.9% was lightde oil and
condensates, 32.5% was medium crude oil, 36.2%eagy and extra-heavy crude oil and the remainidgoSvas
liquid petroleum gas. PDVSA’s natural gas produtijnet of amounts re-injected) increased fromarage of
3.8 million cubic feet per day, or MMCFD, in 20@4,an average of 4.1 MMCFD in 2005.

PDVSA's net output of refined petroleum productsliding the output of products by refineries iniethits
affiliates in the United States and Europe own gguierests, increased slightly in 2005, from &erage of 2.9
million bpd in 2004 to an average of 2.9 milliondop 2005. Of the total production of PDVSA'’s rafries during
2004, 45%, or 1.3 million bpd, was produced byigmezuelan refineries (including the Isla RefingrLuracao),
46%, or 1.3 million bpd, was produced by refineiiethe United States in which PDVSA owns equitgiests,
and 9%, or 273 thousand bpd, was produced throyfSA’s various European joint ventures.

Exports represented approximately 65% of PDVSAlesaolume in 2005. The volume of PDVSA's exports
increased by 2% in 2005, from approximately 2.4iamlbpd in 2004 to approximately 2.5 million bpd2005 due
primarily to a 47 thousand bpd increase in expoftsude oil. The average realized export pricelerel for
Venezuelan crude oil and refined petroleum prodimieased by approximately 40% in 2005, from U33.88 per
barrel in 2004 to U.S.$45.32 per barrel in 2005.

PDVSA's primary markets for exports of its crudé eéfined petroleum products and liquid petrolegas are the
United States and Canada, Central America and dinibla2an, South America and Europe. The UniteteStand
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Canada continue to be the largest markets for PD¥8®port sales, with total sales volume of apprately 1.2
million bpd in 2005, as compared to approximateB rillion bpd in 2004. Latin America and the Qéréan
continue to be important markets for PDVSA’s expates (primarily of refined petroleum productsithviotal
sales of 716 thousand bpd in 2005, as compare8adh®usand bpd in 2004.

In December 2004, Venezuela and China signed babé&ight energy, agricultural and technical coegien
agreements. During President Chavez's visit tm@hMEP and CNPC also agreed to develop an ad firekastern
Venezuela. In 2006, Venezuela and China signediawia oil agreements, and by September 2006, Yesia
was shipping approximately 200,000 barrels of croiland products per day to China.

In June 2005, PDVSA approved the creatioPDbV Caribe, S.A.referred to as PDV Caribe. Located in Caracas,
PDV Caribe attends to the operational guideliné$osth in the Petrocaribe Energy Cooperation Agreat, signed
between the Venezuela and several Caribbean cesntfiDV Caribe focuses on operations in the Cagahb
including the exploration and production of crudle the import and export of hydrocarbons and datiixe

products, the refining of hydrocarbons and the potidn of petroleum products.

PDVSA exports all of its crude oil production thanot processed in its Venezuelan refineries (idiclg to the Isla
Refinery located in Curacao). PDVSA's total expartume of approximately 2.6 million bpd in 2005nsisted of
approximately 1.9 million bpd of crude oil (includj exports to the Isla Refinery located in Curagaa) 650
thousand bpd of refined petroleum products. Ferpiwrposes of calculating export revenues, PDVS#sdwt treat
the sale of refined petroleum products from tha Réfinery as an export of refined petroleum pregifrom
Venezuela, but does treat crude oil processeckitisla Refinery as an export of crude oil from Vansa.

According to a comparative study published by Retnm Intelligence Weekly, a trade publication, oscBmber
18, 2006, PDVSA is the world’s fourth largest veally integrated oil and gas company and rankedtffon the
world in production, fifth in proven reserves ofide oil, fourth in refining capacity, and sevenitproduct sales.
At the end of 2005, PDVSA exported approximately million bpd (excluding the Orinoco Belt produgtiand
extra heavy crude), of which 1.2 million bpd or 50#nt to the United States or Canadian markets.

Petrochemical and Other Sales

PDVSA'’s net sales for 2005 included approximatel$.$2.0 billion generated from sales of petroclvatsi
bitumen and coal, a 34% increase compared to appabely U.S. $1.5 billion generated from saleshafse
products in 2004. This increase in net sales wiasapily due to an increase in prices.

Total Costs and Expenses

PDVSA's total costs and expenses were approximateby$66.5 billion for the year ended December28D5
compared to approximately U.S.$52.7 billion for flear ended December 31, 2004. PDVSA'’s net incaase
approximately U.S.$6.5 billion for the year endegicBmber 31, 2005 compared to approximately U.S Kiflidn
for the year ended December 31, 2004.

Cash Flow Related to Financing Activities

For the year ended December 31, 2005, consolidetedash used in financing activities totaled apionately
U.S.$1.6 billion, resulting primarily from paymera§dividends in the amount of U.S.$1.3 billionptieepayments
of U.S.$1.2 billion and U.S.$879 million for thesisance of debt. As of December 31, 2005, PDVSAdmd
aggregate of approximately U.S.$3.5 billion of ihtkelness outstanding that matures through 2033.

In August 2004, PDVSA Finance Ltd. completed a daslder offer for its outstanding notes in orderdduce its
overall debt service costs. The outstanding ppalodf the notes purchased in the tender offerapgsoximately
U.S. $2.6 billion. In October 2005, CITGO, a PDVSubsidiary, announced cash tender offers forfatso
outstanding 7.875% senior notes due 2006 and 6%rsestes due 2011. The outstanding principahefriotes
purchased in the tender offers was approximate,$386 million.

On February 23, 2007, PDVSA entered into two criditlities with the Japan Bank for Internationadperation,

Marubeni Corporation, Mitsui & Co., Ltd and privdianks in Japan in the aggregate amount of U.SI$idn to
finance oil development projects in Venezuela. @iealit facilities have a term of 15 years. Inmection with the
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credit facilities, it is contemplated that PDVSAllvinter into contracts for the supply of crudeanild refined
petroleum products with affiliates of Marubeni addsui and that the proceeds of such sales withjpelied to pay
amounts due under the credit facilities.

In April 2007, PDVSA issued U.S.$7.5 billion in aggate principal amount of various bonds to loegjdss that
included U.S.$3.0 billion of PDVSA's 5.25% bondsd2017, U.S.$3.0 billion of PDVSA's 5.375% bonddu
2027 and U.S.$1.5 billion of PDVSA’s 5.5% bonds @087. PDVSA plans to use the proceeds from timel®dor
general corporate purposes including financingatgital expenditures.

Capital Expenditures

Capital expenditures for exploration and productmtaled U.S.$2.8 billion in 2005, as compared t8.92.3
billion in 2004. During 2005, PDVSA's capital expbtures in refining facilities totaled U.S.$1.1libin (U.S.$282
million in Venezuela and U.S.$784 million abroaal,compared to U.S.$963 million in 2004 (U.S.$36#an in
Venezuela and U.S.$594 million abroad). PDVSA'gitzd expenditures in the petrochemical and oteetas in
2005 totaled U.S.$60 million, as compared to U.8 &ifllion in 2004.

PDVSA's planned capital expenditures in refining\ates were expected to be used primarily to @ulgr its
Venezuelan refineries. PDVSA expected to invesgaificant amount in projects that were aimedahplying
with the increasingly stringent environmental regians in its international markets, including ieasing the
production of reformulated gasoline and distillad#sl improving the quality and value of its currslatte of refined
petroleum products in its Venezuelan refineriesl(iding the Curagao refinery).

The majority of PDVSA'’s subsidiaries, both in Venela and abroad, are subject to various environshéaws and
regulations under which they may be required toersignificant expenditures to modify their facétiand to
prevent or remedy the environmental effects of eastposal and spills of pollutants.

Net cash used in PDVSA'’s investment activitieslentd).S.$3.9 billion for 2005, consisting of U.S.$dillion in
capital expenditures and U.S.$1.2 billion in netveroents on restricted cash.

Hydrocarbon Reserves and Exploration

At December 31, 2005, proven developed reservesudte oil and natural gas represented approxim&tEds and
70%, respectively, of Venezuela's total estimateal/en crude oil and natural gas reserves on agquilvalent
basis. PDVSA maintains an active exploration agekbtbpment program designed to increase its prowuate oil
reserves and production capacity. PDVSA currectiyducts its exploration and development activitiethe
Western Zulia Basin, the Central Southern Barinagut& Basin and the Eastern Basin in the Monagas and
Anzoategui states.

As of December 31, 2005, Venezuela had estimateeeprcrude oil reserves totaling approximately 8fililon
barrels (including an estimated 38 billion bareisieavy and extra-heavy crude oil in the Orino@itB Based on
2005 production levels, Venezuela’s estimated praeserves of crude oil have a remaining life giragimately
67 years. The estimated proven reserves includeyh@nd extra-heavy crude oil reserves that wijliiee
significant future development costs to produce r&fitie.

PDVSA continuously conducts exploratory activitydhghout Venezuela. In 2005, PDVSA's explorati@gpenses
totaled U.S.$118 million, as compared to U.S.$6Mianiin 2004. The increase in exploration expensas
primarily due to an increase in exploratory act@st particularly with respect to the acquisitidriwo dimensional
and three dimensional seismic lines.

In 2005, PDVSA’s exploration expenditures were ugedcipally to fund the drilling of 16 exploratormyells and
the acquisition of 2,373 square kilometers of thdeeensional seismic lines. In addition, in 20B&VSA drilled
19 exploratory wells and acquired 617 square kilnseof three dimensional seismic lines. PDVSAgleration
and production strategy focuses on searching farlight crude oil and medium crude oil reserves trel
systematic replacement of such reserves in trawditiareas. PDVSA plans to reach a production dgpat5.8
million bpd by 2012.
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Cumulative production of crude oil in Venezuelanrd914 through December 31, 2005 totals approximai
billion barrels, with the Western and Eastern pdg approximately 41.6 billion barrels and approately 16.4
billion barrels, respectively, to date. Despite thuantities of oil produced, proven reserves liameased through
continuous discoveries. From December 31, 1993etwember 31, 2004, Venezuela's estimated provemwes of
crude oil increased by 14.3 billion barrels, arsdestimated proven reserves of natural gas incidagé .3 billion
barrels of oil equivalent, or BOE.

At December 31, 2005, Venezuela had proven res@fveatural gas amounting to 152,264 bcf. Virtyalll of
Venezuela’'s natural gas reserves are composedoiased gas developed incidentally to the devetyraf crude
oil reserves. During 2004, approximately 42% @ tatural gas produced was re-injected for purpokes
maintaining pressure in reservoirs. During 2008 2004, natural gas utilized in re-injection opinas amounted
to 1,006 bcf and 1,003 bcf, respectively.

PDVSA uses geological and engineering data to astiiits proven crude oil and natural gas reseimebjding
proven developed and undeveloped reserves. Stahsdeapable of demonstrating with reasonableareyt
whether such reserves are recoverable in futuresyfeam known reservoirs under existing economid aperating
conditions. PDVSA expects to recover proven dgwvetbcrude oil and natural gas reserves princigediyn new
wells and acreage that has not been drilled usinguirrently available equipment and operating mesh

PDVSA'’s estimates of reserves are not precise ahpgbst to revision. PDVSA reviews its crude oibamatural gas
reserves annually to take into account, among dtiiegs, production levels, field reviews, the dibai of new
reserves from discoveries, year-end prices andananand other factors. Proven reserve estimatgshba
materially different from the quantities of crudiéand natural gas that are ultimately recovered.

The following table shows proven crude oil and raltgas reserves and proven developed crude oihatdal gas
reserves, all located in Venezuela. Proven resgmeatities exclude natural gas liquids.

As of December 31, 2005
(million barrels, except where noted)

Proven Reserve?d

Condensate, light and medium crude oil (AP graeft21° or more) 24,036
Heavy and extra heavy crude oil (API gravity oflésan 214 55,976
Total crude oil 80,012
Natural gas (bcff 152,264
Remaining reserve life of crude oil (yedts) 67
Proven Developed Reserves
Condensate, light and medium crude oil (AP graeft21° or more) 7,706
Heavy and extra heavy crude oil (API gravity oflésan 214 9,232
Total crude oil 16,938
Percentage of proven crude oil reseflles 21%
Natural gas (bcf) 106,726

(1) Proven reserves include both proven developserves and proven undeveloped reserves.
(2) Includes reserves in the Orinoco Belt.

(3) Includes 13,819 bcf associated with extra-heaugde oil reserves.

(4) Based on crude oil production and total proeerme oil reserves.

(5) Proven developed crude oil reserves dividetbbgl proven crude oil reserves.

Source:PDVSA.

Refining

PDVSA is involved in refining activities in VeneZaeand the Caribbean, the United States and EurBpa/SA
owns five refineries in Venezuela, with a totakbidtrude oil refining capacity of 1.3 million bpét.also leases and
operates a refinery in Curacao, with a refiningamdty of 335 thousand bpd at December 31, 2005V $Phas
equity or ownership interests in eight refinerieshie United States, five of which are wholly ownadd has an
equity interest in a coker/vacuum crude distillatimit. These refineries in the United States pl®@WPDVSA with
an aggregate net interest in crude oil refiningacity of 1.3 million bpd at December 31, 2005. PE\/has equity
interests in eight refineries in Western Europeaittotal rated crude oil refining capacity at Dmber 31, 2005 of
1.1 million bpd, of which its net interest in crudi refining capacity was 259 thousand bpd. PDY&S#et interest
in refining capacity has grown from 2.4 million bpd1991 to 3.2 million bpd at December 31, 2005.
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In order to maintain its competitiveness withireimtational markets, PDVSA has focused on expanratitly
upgrading its refining operations in Venezuela, @taibbean, the United States and Europe, allowitggincrease
its production of refined petroleum products andrape its product mix toward higher-margin refineroleum
products. PDVSA expects to invest approximatel$.816.5 billion (U.S.$14.3 billion in Venezuela ddd.$2.2
billion overseas for activities primarily in Cub#amaica, Brazil and Uruguay) from 2005 through 2@l#nprove
its refining systems and adapt its systems to m@@tonmental regulations and domestic and int@nat product
quality requirements. PDVSA has also increaseddiphistication of its refining capacity in Venelauelt has also
made extensive investments to convert its worldwidiming assets from simple conversion to deepremsion
capabilities. Deep conversion capabilities irMenezuelan refineries have allowed PDVSA to imprgietds by
allowing a greater percentage of higher value petgito be produced. PDVSA is also expanding itaya& coking
plants located at the refining complex in Paragu&iefiezuela and is performing studies to increasee?uela’s
refining capacity. In addition, PDVSA intends tmntinue to participate in projects to increasepitsduction of
gasoline. For example, the two fluid catalyticaker units located at PDVSA’s Amuay and Cardomesies are
being modified to produce more gasoline. A lowfwugjasoline production unit (currently in the emggring phase)
is expected to be operational in the Amuay refifgr2009, using oil products and technology, dewetbby
Intevep, a wholly-owned subsidiary of PDVSA.

Petrochemicals and Extra Heavy Crude Oil
Petrochemicals

PDVSA was engaged in the Venezuelan petrochenridaisiry through its wholly-owned subsidiary, Peguiv In
June 2005, however, the Government decided tofaatige activities, assets and shares held by PDMSA
Pequiven to MEP. The completion of the transfauoed in January 2006 after the enactment of #teoPhemical
Act. Pequiven was established in 1977 to incrédaseapacity and flexibility of existing plants,thdor local and
international markets, and to identify new produmtsommercial opportunities, mainly in methandastics and
fertilizers. The net effect of the January 200®s5f of Pequiven was approximately U.S.$2.8 biflj based on the
net assets of that subsidiary at December 31, 2005.

Extra Heavy Crude Oil

On September 9, 2003, PDVSA announced a genetalectging of its wholly-owned subsidiary, BitotJnder the
plan, Bitor will be eliminated as an independeggleentity and will be absorbed by PDVSA Orientee(Eastern
Division of PDVSA). PDVSA has stated that the eatrrestructuring process will not affect Bitor’@sting
contracts.

Previously, Bitor was responsible for developingemes containing approximately 429 million metdns of
extra-heavy crude oil (or approximately 2.7 billibarrels). Bitor was developing these reservascjpally through

a process of emulsifying natural extra heavy croilex water to create an alternative liquid fuelgenerate
electricity, named Orimulsidh However, in the first quarter of 2006, Bitor éterl to apply most of its extra-heavy
crude oil reserves towards the production of conuiaécrude oil, suspending the production of Origioi®.

PDVSA’s Orimulsioff production capacity is approximately 6.5 milliontntetons per year. Venezuela has
significant reserves of extra-heavy crude oil, vaéece being developed in conjunction with the paiitun of
Orimulsior? by Bitor, through operating agreements which apyaiw technologies for refining and improvement of
the crude oil aimed at the economic viability obgction. PDVSA used 25 million and 21 million t&ds of extra-
heavy crude oil for the production of Orimulsfoduring 2005 and 2004, respectively. PDVSA is enily
developing Venezuela’s significant extra-heavy erod reserves with several foreign companies tghojoint
ventures.

In the fourth quarter of 2006, MEP announced thaiwiuld halt Orimulsiofi production, indicating that
Orimulsior was not the best use for Venezuela’s extra-heawjec In 2007, Bitor initiated discussions with it
existing clients to renegotiate its obligations tlee supply Orimulsioch As part of these negotiations, some of
Bitor's existing clients have agreed to receive hikinstead of Orimulsiofi, while other clients have agreed to
terminate their supply agreements.
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Regional Developments

Venezuela has sought to promote a regional intiegraff state energy companies under the name “eikeaca”.
Petroamerica is divided into “Petrosur”, compristhg southern cone and Bolivia, and “Petrocaritiehprising the
Caribbean nations. The stated purpose of the magarrangement is to gain strength in the intéonal markets by
eliminating trade barriers, increasing the refininfyastructure and reducing costs.

Under Petrosur, Argentina, Brazil and Venezuel@adrto develop a field in Venezuela’s Orinoco eiltba
refinery in Brazil's northeast, and an oil and gasture in Argentina. Under the Petrocaribe agesgmmember
countries would pay market price for Venezuelanmitt they would only be required to pay a portidrthe cost up
front and could finance the rest over 25 yeardatidterest. Governments could also pay for pathefcost with
goods or services. In 2005, PDVSA credtdalV SA-Cuban order to promote refining and marketing busgeesin
the region. During 2006, PDVSA supplied crudeaniti refined products, under special terms, to t#ébBean and
Central America by means of the Petrocaribe En&upporation Agreement and Caracas Energy Cooperatio
Agreement.

The regional oil and gas energy ventBetroandina Comercio y Suministrar Petroandina, was created by
Venezuela and Bolivia on May 26, 2006. The cogpmragreement signed by PDVSA and the state-owiled
company of Bolivia)yacimientos Petroliferos Fiscales Bolivianos YPFB, contemplates that the parties will
develop projects concerning exploration, productiefining, distribution, processing and the indiadization of
hydrocarbons. Petroandina also was establishedpimve the training of Bolivian professionals aredhnicians,
and to construct two gas processing plants in Bolilhe parties anticipate that Petroandina witkiive an
investment of approximately U.S.$1.5 billion fro®YSA for various projects in Bolivia and will be ewolled
51% by YPFB and 49% by PDVSA.

OPEC

Venezuela is a founding member of OPEC. OPEC's Inegsncollectively produce approximately 45% of kota
world production of crude oil and 18% of the wopicbduction of natural gas. In addition, OPEC memlaecount
for approximately 54% of the worldwide oil exportslember countries formed OPEC in 1960 to improNe o
prices, attain greater state participation by mansbentries in the petroleum industry and influepeeduction
levels.

OPEC has established general production quotasafdr member. However, OPEC has never brought forma
actions based on such quotas, and the quotas diistioguish clearly between crude oil, refinedguots and
derivatives, or between exports and domestic atilim. Venezuela’'s plan to increase petroleum gpetidn and
exports assumes that the growth in internationalatel for petroleum products can only be met by allsmumber
of countries, which include Venezuela, that havegate reserves.

Commencing in 2000, the stated goal of OPEC wasdimtain barrel prices within a range of U.S.$22®0
U.S.$28.00 per barrel. In 2002, the OPEC crudé&digsice was U.S.$24.36 but increased to U.S.%PBet barrel
in 2003. During 2004, the price of oil continuedrise, increasing by U.S.$7.95 per barrel, or 28.8 U.S.$36.05
per barrel. In January 2005, OPEC declared thaa# temporarily abandoning the target price rdrgmause prices
had remained outside the range for an extendeddgefitime, rendering it unrealistic. During 20@5¢ OPEC
crude basket price increased by U.S.$14.59 peebanr40.5%, from U.S.$36.05 per barrel in 200Ut8.$50.64
per barrel in 2005. The price of oil in 2006 cooid to rise, increasing by U.S.$10.44 per baore?0.6%, from
U.S.$50.64 per barrel in 2005 to U.S.$61.08 perdbam 2006. In 2007, the price of the OPEC croddasket
continued to increase to U.S.$69.08 per barrel.

In January 2003, OPEC instituted a production gibf 24.5 million bpd. However, OPEC members itardd to
exceed this production quota during 2003, and twiade production rose to approximately 27.4 milllpd in
April 2003. This prompted OPEC to increase itsoidf output ceiling to 25.4 million bpd on Aprik2 2003.
Although this action served to increase the offipimduction of crude by OPEC members, it effedtivaerved to
cut the actual production of crude by 2 million Upetause of OPEC’s determination to enforce agtitred official
output ceiling. In September 2003, OPEC cut itpotceiling back to 24.5 million bpd, which becaeftective
November 1, 2003. In February 2004, OPEC decidedduce this ceiling by another 1 million bpd &2 million
bpd, which became effective April 1, 2004. Oilgas continued to rise in 2004, prompting OPEC igerthe
production ceiling to 25.5 million bpd effectivelyd, 2004 and 26.0 million bpd effective Augus004. On
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September 15, 2004, OPEC raised the productiomgeily another 1.0 million bpd to 27.0 million bptfective
November 1, 2004. On March 16, 2005, OPEC agasedahe production ceiling, this time by an adutil
500,000 bpd to 27.5 million bpd, effective immedigt On June 15, 2005, OPEC raised the producgdimg by
another 500,000 bpd to 28.0 million bpd, effectiuty 1, 2005. On September 20, 2005, OPEC susgédtale
output quotas for the fourth quarter of 2005, gtiecent Hurricanes Katrina and Rita as the catideareased oll
production capacity in the Gulf of Mexico regio®PEC maintained its 28.0 million bpd productiorliogi until
October 2006, when it reduced it to 26.3 milliordbpffective November 1, 2006. In December 2008EO
reduced the production ceiling by another 0.5 onillbpd, effective February 1, 2007, but in Septer2087,
OPEC raised the ceiling by 0.5 million bpd, retagit to 26.3 million bpd, effective November 1,020

Manufacturing and Mining
Manufacturing Sector

After the petroleum and natural gas sector, thersgenost important sector of the Venezuelan econemy
manufacturing. The manufacturing sector can badud/into two sub-sectors, production for the daimesarket
in connection with the Government’s plan to encgardomestic industry and import substitution, aratipction
for export.

In 2003, the manufacturing sector contracted by®%ii8real terms and comprised 16.2% of GDP. This the
result of the work stoppage and the implementatiothe exchange controls, which limited the avaligbof raw
materials. In 2004, the manufacturing sector gogw21.4% in real terms and comprised 16.7% of GDP2005,
the manufacturing sector grew by 11.1% in real seamd comprised 16.8% of GDP. The growth in the
manufacturing sector was primarily due to an exjmams the domestic aggregate demand as a reshigbér
levels of public expenditure. In 2006, the mantuieng sector grew by 9.7% in real terms and cosgatil6.7% of
GDP. The growth in the manufacturing sector in@@@s primarily due to the expansion in the dorcesgigregate
demand for the third consecutive year. In 200& rttanufacturing sector grew by 7.2% in real ternt @omprised
16.5% of GDP.

The Government’s general policy with respect torttenufacturing sector emphasizes:
. increasing efficiency and productivity;
. attracting foreign and domestic private investment;
. providing technological and financial assistancserall and medium-sized manufacturers; and

. reforming the income tax laws applicable to the ufacturing sector to provide tax deductions and/or
credits for expenditures made by manufacturergfoployee training programs, investment in
technological improvements and the creation of jobs

The Government believes that these policies willatively serve to increase the manufacturing gécto
contribution to GDP.

Mining Sector

In 2003, the mining sector contracted by 4.4% &l terms and comprised 0.8% of GDP. In 2004, theng
sector grew by 14.2% in real terms and compris8&c0of GDP. In 2005, the mining sector grew by 3i0%eal
terms and comprised 0.7% of GDP. In 2006, the mgisiector grew by 4.5% in real terms and compris&éo of
GDP. The growth in the mining sector in 2006 wemagrily due to the increase in the production oélc In 2007,
the mining sector grew by 2.0% in real terms anchgased 0.6% of GDP.

On May 26, 2006, Venezuela and Bolivia credttidera del Suror Minersur, a Latin American integration project
designed to complement the countries’ mining cdjiesi and techniques. The goal of Minersur isttrengthen
national sovereignty of mining resources and toymte sustainable mineral industrialization andtjaiternational
investments.
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In June 2006, the National Assembly approved amefaf Venezuela’s Mining Law in order to promoteth
sovereignty and national interest of the countritgsmmining resources by eliminating concessiomsrfactive mines
and by creating a new legal framework to benefih&aiela’s small-scale mining interests. Underéfierm,
private companies with idle, unproductive minesraguired to form joint ventures with Venezuelanihich
Venezuela is granted a majority interest.

Corporacion Venezolana de Guayana

After PDVSA, the second-largest industrial complexhe country is made up of branches and subsidiar
companies of CVG. The Government created CVG 8018 institutionalize the industrial developmeinategies
of one of the richest areas in Venezuela. CVG kenithe Government to develop an extensive indalstamplex
in sectors in which Venezuela had a comparativaaige such as low-cost inputs, including eneriggticity
and high-quality minerals.

The Government has undertaken a number of inteemaanizations to improve the operating perforneaoic
CVG, to stimulate the internal market and redueedbsts imposed on the consolidated public sectmuats by
CVG's losses. For example, the Government crethied/inistry of Basic Industry and Mining, refedréo as
MIBAM, with the objective of strengthening the reeoy of CVG and basic industry. MIBAM has develdpe
new model for production that focuses on optimizing development of natural resources throughrtberporation
of increased national aggregate value.

CVG has various investment projects currently urvdgy or set to begin. These projects encompass'€VG
activities in hydroelectric power generation areghsmission, telecommunications, ferroalloy, alumirand forest
products manufacturing.

The following tables set out the production andagigof CVG’s aluminum, iron and gold companiestfue
periods indicated:

Year Ended December 31,

Production 2003 2004 20059 20067
(in thousands of metric tons, except as noted)
1] o T 19,195 20,021 22,054 22,100
BaUXIte........cvevevireiiiiiecciee e 5,445 5,814 5,183 5,927
AlUMINGL....oee 1,882 1,910 1,927 1,896
Aluminum.........ccco.o... 605 631 623 619
Gold (in kilograms)............ccoeevvrvennnne. 2,452 3,229 3,756 3,947
(1) Preliminary figures.
Source: CVG Companies.
Year Ended December 31,
Exports 2003 2004 2008" 2006"
(in millions of U.S. dollars)
IronOre............... $286.8 $395.8 $281.6 $283.1
Bauxite............... 0.0 0.0 1.6 5.3
Alumina............... 114.7 138.0 162.3 227.3
Aluminum............ 661.3 804.5 778.9 1,034.7
Total........ccoeevvenn. $1,062.8 $1,338.3  $1,224.4 $1,500.4

(1) Preliminary figures.
SourceCVG Companies.
Agriculture and Livestock

Venezuela’s principal agricultural and livestoclkogucts are coffee, cocoa, sugar cane, rice, ctantgins, pork,
eggs and milk.
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In 2003, the agricultural sector contracted by 1@%compared to 2002 and comprised 5.9% of GDR. Th
introduction of exchange controls in 2003 causst@tage of many imported goods. During 2004 atirécultural
sector grew by 4.4% as compared to 2003 and coeth&% of GDP. In 2005, the agricultural sectemgby
9.8% as compared to 2004 and comprised 5.2% of GBR006, the agricultural sector contracted [8£0as
compared to 2005 and comprised 4.7% of GDP. ¥ 20 agricultural sector grew by 1.9% as comp&ne2D06
and comprised 4.4% of GDP. The growth in the adfuical sector in 2007 was primarily due to the Goweent
providing favorable financing and subsidies to sililme and incentivize agricultural activities.

The growth in the agricultural sector in 2007 wasnarily due to the Government providing favorablencing to
stimulate and incentivize agricultural activitiel® order to stimulate growth in the agriculturettor, the
Government provides financing to small producersugh theFondo de Desarrollo Agropecuario, Pesquero,
Forestal y Afinesnd to medium-sized producers throughREbeado de Crédito Industrialln January 2006, the
Government established that commercial banks nmmosige between 11% and 16% of their net creditfpba to
finance agricultural projects.

The following tables set out the exports and impoftthe agricultural sector for the periods intich

Year Ended December 31,

Exports 2003 2004 2005 20067 2007
(in thousands of metric tons)

Coffee 12,791 5,532 0 0 0

Cocoa 3,688 7,173 2,345 156 0

Sugar cane 0 0 0 0 0

Rice 36 279 811 161 25

Corn 6,689 105 637 12 7

(1) For the period January-April 2007
(2) Incomplete information

Source:Banco Central and INE.

Year Ended December 31,

Imports 2003 2004 2005 2006 2007

(in thousands of metric tons)
Coffee 0 0 0 0 0
Cocoa 0 0 0 0 0
Sugar cane 52,351 67,227 68,230 68,628 38,019
Rice 38,816 29 191 3,371 197
Corn 609,530 547,098 148,901 41,646 528,562

(1) For the period January-September 2007.
Source: Banco Central and INE.

Lands and Agricultural Development Law-Decree

On November 13, 2001, a new law-decree was issugdting land reform. This new Lands and Agricttu
Development Law-Decree replaced the Law of AgraRa&fiorm promulgated in 1960. This law-decree isnded
to reallocate arable lands in Venezuela accordirgypilan determined by the Government. Underdis a
Government agency, the National Lands Institutessifies rural land according to its best use, sicagriculture,
cattle-raising or forestry. In addition, certainused, uncultivated or idle rural lands will alsadubject to tax or
expropriation and redistribution. In most cashi tedistribution of land would not be an outriginant to the
recipient, but rather the right to work the landhiproductive manner. Two additional agenciesRbeal
Development Institute and the Venezuelan AgrariarpG@ration, will oversee the implementation andrafien of
the land reform system.

In July 2002, President Chavez passed a law-d¢leageelates to land reform in Venezuela in ordgustify the
Government’s plan to reallocate arable lands adegr their most productive use. Under the lawrde, the
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Government may expropriate idle or uncultivateddgthat do not comply with a minimum requirement of
productivity upon the payment of due compensatioovtners.

By year-end 2006, the National Land Institute, T, following current legal procedures, had rec@deon a
national level over approximately 4.8 million heetmof land that was either owned by the statdadedt
unproductive or illegally occupied, that has betrithuted to poor farmers through agricultural pecatives and
other socio-productive entities in order to enhatheeparticipation in alternative forms of agricwhil production
and to expand the production of important agricaltitems.

Electric Sector

The Government views the electric power sector kesysstimulant of growth in the productive sectofshe
economy. State-owned companies have historicaltgidated the electric power sector in Venezuela.
Modernization of the electric power sector has bdificult because of inefficiency in the installbdse of plant
and equipment and the lack of investment fundse Gbvernment believes the electric power sectdrradgjuire an
estimated U.S.$13.4 billion in investment over pleeiod of 2005-2015.

The Participants

The electric power sector in Venezuela is madefigtate-owned companies. It serves more than #pmi
customers. At December 31, 2006, six companies fr@ctically all of the assets of Venezuela's giepower
sector. These six companies wetectrificacion del Caroni, C.Areferred to as EDELCACompafiia de
Administracion y Fomento Eléctricteferred to as CADAFEENnergia Eléctrica de Venezuelaferred to as
ENELVEN; C.A. Energia Eléctrica de Barquisimeteferred to as ENELBAREnergia Eléctrica de la Costa
Oriental, referred to as ENELCO; and EDC.

At December 31, 2006, EDC and three other smalkmtgc companies were the only privately-held &iec
companies in Venezuela. In June 2000, The AES @atijon, a U.S. independent power company, acqured
majority interest in EDC. Pursuant to a plan amoad in January 2007 to nationalize various aré#seo
economy, in February 2007, PDVSA agreed to purchias@&ES Corporation’s 82% interest in EDC pursuard
tender offer. In May 2007, the AES Corporationdeired its 82% interest to PDVSA and received apprately
U.S.$739 million. The Government through PDVSAreatly controls an approximately 93% interest inED

EDELCA is owned by CVG. CADAFE, ENELVEN, ENELBARhd ENELCO are owned by MEP. EDELCA,
CADAFE, ENELVEN and ENELBAR generated approximat@i6% of the total electricity used in Venezuela
during the year ended December 31, 2006.

In 2006, EDELCA generated approximately 71.1% eftibtal electricity production in Venezuela. EDEAC
generates electricity at its three hydroelectrangd in the Caroni river basin in the Guayana RegleDELCA's
Guri plant has an installed capacity of 10,000 mexdts, or MW, the Macagua |, Il and 11l plants hareinstalled
capacity of 3,140 MW, and the Caruachi plant hamstalled capacity of 2,160 MW. CADAFE is thedast
electricity distribution company in Venezuela, corg approximately 80% of the country. Approxinigte
U.S.$834 million has been invested in CADAFE fro@®2 through September 2007, predominantly from
FONDEN and FONDESPA. CADAFE plans to invest itsds in order to modernize its electricity genenatio
transmission and distribution. ENELVEN, ENELBARGBENELCO are smaller vertically-integrated electric
companies. ENELVEN serves Zulia State on the westeast of Lake Maracaibo, ENELCO serves the easte
coast of Lake Maracaibo and ENELBAR serves the Biangeto area of Lara State. EDC serves over 10000
customers, the majority of whom reside in Caracakits suburbs.

The installed capacity of Venezuela's electric pogector on December 31, 2006 was 22.22 MW. Moae B5%
of Venezuela’s population has access to electnegpo Demand for electric power in Venezuela inseshby 8.2%
in 2005.

Electrical power in Venezuela is generated bothymroelectric plants and thermal plants, with twods being
generated by hydroelectric plants. This dependendeydroelectric power for the generation of angigant
percentage of Venezuela’s energy makes the Repuliherable to periods of severe drought. Thetgtesector
has been designed such that thermal plants wogiidh peoducing electricity when the hydroelectriamis were not
producing enough electricity to meet demand. Beeauf the recent growing demand for electricityn¥euela has
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been required to utilize thermal power for primggneration. However, prior reliance on hydroelectources for
electricity generation has had the consequencéveftihg investment from thermal generation, resgltin an
installed base of thermal capacity that is not adégjto cover demand during periods of drought.

The Government is attempting to address this sirabproblem through medium-term investment. Siedly,
plans have been put into place to ration elecwivgy, improve the capacity and efficiency of exigtelectric
power plants, invest in new hydroelectric and thergeneration plants, purchase additional eledtpoaver, curtail
the illegal use of electric power and reduce curdamand.

Economic growth in Venezuela will require the exgian of the electric power sector. In order to traggicipated
demand growth, the Government contemplates emphgdizther development of hydroelectric power dinel use
of natural gas as a raw material for electric pogemeration.

In July 2007, by presidential decree within thad&dive power conferred by the 2007 Enabling Léwve,
Government created a new state-owned electricdifgplcompany calle@orporacion Eléctrica Nacional S.Aor
CEN, to centralize electric power in Venezuela.e Tdw mandates that all electric companies, indgd ADAFE,
ENELVEN, ENELBAR and ENELCO, must be brought togethnder CEN by 2010.

The Regulatory Framework

Until recently, Venezuela did not have a unifiedipof law that regulated the electric power sedttistorically,
three Presidential decrees set forth the methogdlorgdetermining tariff rates and established phiacipal
regulatory bodies. Other sources of electric posestor regulation have included certain municipais,
resolutions passed by MEP and MPC, and the lawrmefg theLey Organica Sobre Concesiones de Obras
Publicas y Servicios Publicos Nacionalesthe National Concessions Law, as well as lafxgeaeral application.

On December 31, 2001, they Orgéanica del Servicio Eléctricor the Electricity Law, was enacted. The
Electricity Law mandates the separation of thetelesector in Venezuela into generation, transmigsnational
dispatch, distribution and commercialization.

Under the Electricity Law, upon the effectivenefthe implementing regulations, no single entitpémitted to
engage in more than one of the activities set fabtbve, with the exception that generation or ithistion
companies may also engage in commercializationiies. Subject to prior approval by MEP, any perer entity
may undertake the generation and commercializatieectricity. However, the Electricity Law reses the
development of hydroelectric generation facilittesthe Caroni, Paragua and Caura rivers for stateed
companies, such as EDELCA.

The Electricity Law exempts self-generation aci@gtfrom regulation. It also contemplates the opgiof
generation activities to competition, principally allowing consumers of more than 5 MW per yegouochase
electricity freely in the market. In addition, tR¢ectricity Law requires that companies engagetlansmission and
distribution activities obtain formal concessionsnfi MEP.

The Electricity Law contemplates the creation ckatralized, state-owned company, @entro Nacional de
Gestion de Servicio Eléctricto administer the dispatch of electricity natiodevby coordinating, controlling and
supervising the generation and transmission ag#vitf Venezuela’s public and private electricitgtitompanies
and developing and administering the wholesale etdds electricity in Venezuela.

The Government believes the development of a whidawarket for electricity in Venezuela will fatéte block
sales of electricity among generation and distitoutompanies, commercializers and large clients.

The Electricity Law also contemplates the creabbthe Comision Nacional de Energia Eléctricasingle
regulatory authority for Venezuela's electricitycsar. The entity, which will be an autonomous agency inith
MEP, will promote the development of competitiorthie areas of generation and commercializatioriegitecity
and establish norms for electricity sales to thilipiand tariff rates that electric utility compasimay charge the
public.
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Tariff Rates

On January 28, 1999, MEP and MPC publishedbtlego tarifario, or the Tariff Regime, which established a new
tariff rate regime for the electric sector in Venela. The Tariff Regime contains basic tariff sadg@plicable to
energy sold by the various electric utility compemin Venezuela during each year from 1999 thr@@f)2. The
Tariff Regime is designed to gradually eliminate tnoss subsidy that has existed between resitiarifarates

and industrial and general tariff rates in Veneauelhe Executive Branch has extended the 200 Ragime that
was used in 2002, pending a new tariff regime.

The Telecommunications Sector

The National Telecommunications Commission, or CORA, is the governmental agency that regulates and
surveys competition in the telecommunications markgne of CONATEL’s main goals is to broaden teaeral
public’s access to telecommunications servicesadroeve this goal, CONATEL created a universaliserfund
dedicated to the provision of service to areasaittaccess to telecommunications services. Theetsal service
fund reached approximately U.S.$8flion at the end of first quarter 2007. The fitmiversal service project was
launched in 2005 and featured several telecom tpsraompeting for a new infrastructure project thior
approximately U.S.$8 million. By the end of ficgtarter 2007, approximately U.S.$1&4llion of the universal
service fund was assigned to new infrastructurgepts and to support social policies.

CONATEL is working to modify the regulatory framerkan the telecommunications market by establishing
policies that promote competition in different dees, including broadband services and new propdsal
emerging technologies.

The telecommunications sector grew28/2% in 2006, as compared to 2005. The mobigztehmunications
market has experienced substantial growth sinaeriggn in 1989, and both the Internet and substtitelevision
markets have experienced accelerated growth imteriods.

The Government’s long-term plan includes, amongiottbjectives, the development of new telecommuioica
infrastructure, services and content, the promotibcompetition within the industry and the condation of
Internet access.

In January 2007, the Ministry of Popular PowerTetecommunications and Computer Science was credthd
Ministry is responsible for regulating and plannjmgplic policies for the promotion and developmefthe
telecommunications sector.

In January 2007, President Chavez announced dplaationalize CANTV, and by May 2007, the Governine
controlled 86.2% of the company, in part by purahgd/erizon Communications Inc.’s 28.5% stake for
approximately U.S.$572 million. With the natiorzaiion of CANTV, the Government plans to offer affable
cellular phone and fixed-line rates to people inpmommunities and plans to expand service to sateed areas.
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THE FINANCIAL SYSTEM
Banco Central

Banco Central, which is wholly owned by the Repeiib Venezuela’'s central bank and its currencyirgg bank.
The 1999 Constitution granted Banco Central, ferfttst time in its history, constitutional authiyras an
independent legal entity with autonomy to exerdiselelineated powers. The main purpose of Bareuti@l is to
control inflation and maintain the stability of tBelivar. Under the 1999 Constitution, Banco Cahis prohibited
from underwriting, cosigning or guaranteeing anptdsf the Republic. In addition, Banco Centraldquired to
provide the National Assembly an account of itsomst, goals and results achieved as well as cqpindic
reports to the National Assembly which describedieent status of the macroeconomic variables®fetconomy.
The National Assembly must approve Banco Centkaldget.

On October 3, 2001, a new Central Bank Law becdfeeteve. This law superseded the previous Cerdeaik
Law dated as of December 4, 1992. A purpose ofilve Central Bank Law is to coordinate the regatagiand
activities of Banco Central with the provisionstibé Constitution and thus to promote economic dgwekent in a
more cohesive manner. Significant amendments legtwiee old and new Central Bank Laws include thieviong:
(1) Banco Central will implement policies estabéidithrough coordination with the Ministry of Finan¢2) Banco
Central will no longer necessarily be designatethasexclusive financial agent of the Republic; &jdBanco
Central’s operating budget must be approved by\i#onal Assembly. Furthermore, pursuant to theastitution,
the new Central Bank Law provides that the Govemtraad Banco Central will execute an agreemenbbskéng
annual macroeconomic policies, which agreement imeistonsistent with the Government’s economic pesic For
more information concerning the macroeconomic pedicrefer to “The Venezuelan Economy—Economicdoli
and Legislation—Macroeconomic Coordination.” Tladigies set forth in this agreement must be disaio® the
public once the annual budget has been approvéigebMational Assembly. Additionally, the new CahBank
Law also provides for the expansion of controlref Superintendency of Banks over certain activitieBanco
Central.

Under the Central Bank Law, Banco Central’s statutonctions include:

»  formulating and executing monetary policy;

. participating in the design of exchange rate policy

. executing exchange rate policy;

. regulating credit and interest rates in the finahsystem;

. centralizing and administering the Republic’s ingfonal monetary reserves;

. overseeing the performance of the Republic’'s paymgystem and establishing its operating regulation

. participating, regulating and executing operationthe gold market; and

*  issuing, on an exclusive basis, Venezuelan currency
An amendment to the Central Bank Law came intocefi@ October 18, 2002 which provided that the amod
Banco Central income to be transferred to the Gowent must be calculated every six months, ratrear t
annually, and must be transferred to the Governmithtn the six-month period following the dateedch such
calculation. For more information regarding trarsfmade from the National Treasury to Banco Centrer to

“The Venezuelan Economy—Foreign Trade and Balaf¢agments—Banco Central Transfers”.

FONDEN

In July 2005, the National Assembly approved anraingent to the new Central Bank Law. The reformuness
PDVSA to make contributions to FONDEN with its egselollar cash flow after all its external and inte
obligations have been satisfied, including capdpkrational and tax-related disbursements. Ansdeposited in
FONDEN may only be used for social, educationa/thecare, liability management and special anatesgjic
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purposes. Under the amended law, Banco Centrafjisired to determine the optimum level of inteimaal
reserves and to distribute the excess to FONDENr#odn the National Assembly on an annual baSike reform
also requires Banco Central to make a one-timeiapeantribution to FONDEN of U.S.$6.0 billion from
Venezuela’s foreign currency reserves. This depess completed on November 7, 2005, and sincedtiat
through December 31, 2007, approximately U.S.$bilion have been added by Banco Central and appaely
U.S.$15.1 billion have been contributed by PDVSA.

Amounts deposited in FONDEN are being used for mafoastructure projects such as bridges, highwaysa-
city trolleys, subway lines, railroads, electricggneration, rural irrigation systems, hospitatkjeational facilities,
as well as for the purchase of Brady bonds asgiartiability management program put in place @98&.

As of December 31, 2007, FONDEN had allocated apprately U.S.$25.7 billion, or approximately 83%tbé
funds available, to the various projects financgd®NDEN. As of December 31, 2007, approximatel$.$4.4
billion has been allocated to 26 infrastructurejgets, approximately U.S.$1.3 billion has beencated to 16
mining projects, approximately U.S.$6.0 billion Hzeen allocated to 42 energy and petroleum prgjects
approximately U.S.$2.3 billion has been allocated& housing projects, approximately U.S.$1.0dnillhas been
allocated to nine agricultural projects, approxiehatl.S.$176 million has been allocated to two socéeand
technology projects and approximately U.S.$316iamlhas been allocated to 12 environmental projects
FONDEN keeps its resources in financial trustsgl@nd foreign currency investments)Bainco del Tesorovhere
funds are being disbursed in accordance with ptegeexecution levels.

Monetary Policy

Historically, Banco Central has conducted an aatiametary policy that has supported the Governrsestbnomic
adjustment plans. Banco Central utilized open-miaolperations with respect to its own instrumessgsied initially
through the Caracas Stock Exchange and later bysnafaan auction mechanism. The placement of zeupon
bonds and’itulos de Establizacion Monetariar TEMs, progressively replaced Banco Centralmey desk as a
primary mechanism of monetary regulation and becamefficient means of moderating the increase afetary
aggregates. However, the Government'’s increase@iuBolivar-denominated debt instruments somesbated
to reduce Banco Central’'s open-market operationsig2000. Banco Central’s use of rediscount aaoh|
mechanisms decreased as a result. However, ecocomimstances during the second half of 2001, 20@Pthe
beginning of 2003 prompted an increase in the le¥&anco Central’s open-market transactions.

The table below sets forth the changes in monetggyegates for the periods indicated:

M2 Monetary Base
In billions In billions
In billions of 1997 In billions of of 1997
of nominal Constant nominal Constant
Year Bolivares Bolivares Bolivares Bolivares
30,836.0 7,995.6 11,274.4 2,923.4
46,363.7 10,086.7 16,524.4 3,595.0
70,796.0 13,468.3 23,086.5 4,392.0
2006, 119,867.9 19,497.8 44,795.4 7,285.0
2007 153,224.6 20,348.6 64,177.0 8,522.8

Source: Banco Central.

The national work stoppage that began in Decemb@2 2xacerbated the devaluation of the Bolivarregjdahe
U.S. dollar. This general work stoppage decred&stezuelan oil exports and tax revenues, and tligcpb
instability surrounding the situation created asty demand for U.S. dollars. This resulted inrghier devaluation
of the Bolivar as compared to the U.S. dollar, whieclined to a low of Bs.1,853 = U.S.$1.00 on aan@2, 2003.

This significant devaluation of the Bolivar promgteresident Chavez to suspend foreign exchangssiréions in
order to protect the level of Venezuelan internalaeserves until the Government could presertit@nnative
exchange control mechanism. Foreign exchangedactings were suspended for approximately two weékaew
exchange control regime became effective on Fepmia2003, which included a single foreign excharage
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(Bs.1,596 = U.S.$1.00 (purchase) and Bs.1,600 =31.80 (sale)). On February 5, 2004, the MinistiFinance
and Banco Central changed the U.S. dollar excheatgeto Bs.1,915.20 = U.S.$1.00 for purchase ojersind
Bs.1,920.00 = U.S.$1.00 for sale operations. ™ohange rate for the payment of external publict dets also set
at Bs.1,920.00 = U.S.$1.00. On March 2, 2005Mirestry of Finance and Banco Central set the d@lar
exchange rate to Bs.2,144.60 = U.S.$1.00 for pseloperations and Bs.2,150.00 = U.S.$1.00 forggadeations.
The exchange rate for the payment of external pulgbt was also set at Bs.2,150.00 = U.S.$1.0fectife
January 1, 2008, the currency of Venezuela wasearten to the Bolivar Fuerte. Accordingly, fromtlate the
U.S. dollar exchange rate has been set at Bs.B&.:24J.S.$1.00 for purchase operations and Bs.5 2.1
U.S.$1.00 for sale operations. For more informatiefer to “The Venezuelan Economy—Exchange Control
Regime”.

The following table sets out Venezuela’s interasts, by quarter, for the periods indicated:

Interest Rates

Banco
Short-Term 90-Day Central Basic
(Commercial CDs Discount Inflation
Year and Quarter Banks)" Deposit Rate Rate® Rate®
(in% per annum®
2003
First Quarter.................. 34.45 23.64 39.00 43.19
Second Quarter... 26.16 17.92 32.00 23.66
Third Quarter..... 23.78 15.85 28.50 19.57
Fourth Quarter............... 21.15 14.10 28.50 23.20
2004
First Quarter ..........c......... 18.84 12.39 28.50 27.93
Second Quarter................ 18.21 12.68 28.50 18.85
Third Quarter 17.81 12.29 28.50 13.73
Fourth Quarter................. 17.25 13.24 28.50 16.69
2005
First Quarter........c..c........ 17.22 12.50 28.50 13.99
Second Quarter................ 16.48 11.86 28.50 19.18
Third Quarter....... 16.64 11.02 28.50 14.07
Fourth Quarter 15.93 11.20 28.50 10.36
2006
First Quarter........c.ccoe..... 15.57 10.61 28.50 5.43
Second Quarter................ 14.90 10.22 28.50 17.66
Third Quarter................... 15.30 10.15 28.50 29.29
Fourth Quarter................. 15.77 10.10 28.50 16.71
2007
First Quarter........c..c........ 15.91 10.10 28.50 10.96
Second Quarter................ 16.18 10.11 28.50 21.51
Third Quarter................... 17.04 10.99 28.50 12.17
Fourth Quarter................. 19.52 11.66 28.50 48.70
Q) Corresponds to the average of promissory n@tass and discounts. Loans include interest fatesiortgage credits.
2) Interest rates are calculated using averagesglthe relevant period. The interest rate aveiiagcalculated based on the data of the
six largest commercial banks of the Venezuelamfired system.
3) Based on the CPI (base 1997) calculated byadizimg forward cumulative quarterly inflation rate
4) Refers to interest rates granted to the coastnu sector, for housing acquisition, and credisnted under special financing programs

and the policy housing law.

Source: Banco Central
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The following table sets out total outstanding kand long-term investments by quarter by publit pivate
financial institutions for the periods indicated:

Total Credit
of the
Commercial Mortgage Financial Percentage
Year and Quarter Bank Credit Bank Credit Other® Systen? Changé”
(in millions of Bolivares)
2003
First Quarter..........ccccoeeeene 9,460,274 13,764 313,152 9,787,190 2.13
Second Quarter................. 8,911,220 14,274 268,078 9,193,572 (3.72)
Third Quarter. 9,495,851 13,068 268,205 9,777,124 (3.18)
Fourth Quatrter................... 11,494,468 756 263,888 11,759,112 9.36
2004
First Quarter..........ccccovevene 12,744,756 1,206 267,638 13,013,600 32.97
Second Quarter................. 15,455,597 1,136 333,463 15,790,196 71.75
Third Quarter. 17,699,783 1,747 388,471 18,090,001 85.02
Fourth Quatrter................... 22,849,904 4,908 486,747 23,341,559 98.50
2005
First Quarter..........ccccoeeene 23,190,763 4,886 537,628 23,733,277 82.37
Second Quarter................. 27,899,352 5,252 670,798 28,575,402 80.97
Third Quarter.............cc..... 31,045,394 5,318 816,960 31,867,672 76.16
Fourth Quarter................... 38,716,721 5,090 1,193,013 39,914,824 71.00
2006
First Quarter..........ccccovevene 39,262,164 6,217 1,200,647 40,469,028 70.52
Second Quarter................ 46,723,577 7,146 1,345,705 48,076,428 68.24
Third Quarter.............c.c...... 55,078,927 7,700 1,485,918 56,572,545 77.52
Fourth Quatrter................... 60,615,347 19,083 1,406,474 62,040,905 55.43
2007
First Quarter..........ccccoeeene 67,451,560 20,336 1,563,657 69,035,554 70.59
Second Quarter... 79,410,163 20,286 1,880,330 81,310,779 69.13
Third Quarter.............cc..... 89,154,163 24,522 2,186,274 91,364,959 61.50
Fourth Quarter................... 102,287,102 26,270 2,320,894 104,634,266 68.65
1) Includes finance companies and savings andifesitutions.
2) Excludes Banco Central.
3) From the corresponding quarter of the previges.

Source: Banco Central

Treasury Bank

In August 2005, the National Assembly passed acl@ating a treasury bank, referred tdBasico del Tesoroln
accordance with the lavBanco del Tesoracts as the Government's chief financing arm, hiagdhe Central
Government’s banking needs and managing debt pagraed debt issues of the Governmddanco del Tesoro
also acts as depositary for Government funds ctiyréeld by private banks, which currently accofort
approximately 26% of deposits held by private barfksr initial capital, the National Assembly apyped a transfer
of Bs.30.6 billion, or approximately U.S.$14 miltiptoBanco del Tesoraand later approved an additional transfer
of Bs.30.0 billion. As of August 200Banco del Tesorwas managing third party funds valued at approiéiga
Bs.26 trillion.

Pursuant to an agreement signed in October 200vebeatVenezuela and Chirdanco del Tesorourrently
manages approximately U.S.$6 billion composed df&$2 billion deposit by China and a U.S.$4 billieposit
by Venezuela. These resources will be used tofi@alevelopment and infrastructure projects in eeé.
Additionally, Banco del Tesormanages approximately U.S.$6.6 billion of FONDENaurces obtained from
excess Venezuelan reserves.

Banco del Sur

Banco del Surs a financial institution that is being promotagVenezuela for regional integration that senees t
provide a source of funding for Latin American &aribbean countriesBanco del Sur'grincipal objective is to
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finance development projects and serve as an atteento traditional multilateral lenders, includithe World
Bank, IADB and the IMF. The bank was established007 through a treaty signed seven countriesewtiga,
Brazil, Bolivia, Ecuador, Paraguay, Uruguay and &arela, and began operations on January 1, 2008.

Financial Institutions

The Superintendency of Banks is responsible fokbamd credit unions. Its functions include ingjoetg
supervision and control.

The Superintendency of Banks also regulates indalg] companies and institutions that conduct opq to
conduct operations that are subject to authorinatitder the General Law of Banks and Other Financia
Institutions. FOGADE, which was established in 398sures deposits up to Bs.F 4,000 per deposk@GADE
also assists in the recovery and stabilizationrafrfcial institutions through lending assistance.

Some of Venezuela’s largest banks announced titeintion to merge following the enactment of tiey de
Fusionesreferred to as the Merger Law, on February 28120The purpose of the Merger Law was to strermgthe
banks’ capital bases and increase their compeatigis® by stimulating merger activity among smalkaiks. The
Merger Law provides for the Superintendency of Battkapprove merger proposals and to grant priteitypergers
of specialized financial institutions, savings doah associations and commercial banks resultinmiversal

banks.

As of December 31 2007, the Venezuelan financistlesy consisted of 59 financial institutions, whilctluded:

. 23 universal banks;

. 15 commercial banks;

. 4 investment banks;

. 1 mortgage bank;

. 7 development banks;

. 1 leasing company;

* 2 savings and loan associations;

e 2 money market funds; and

* 4 special law-regulated banks.
Effective March 2002, Universal banks were requiogdaw to have a minimum paid-in capital of BsG4Billion.
Universal banks with main offices outside of thetnogolitan area and deemed “regional banks” by the
Superintendency of Banks were required by law teehmminimum paid-in capital of Bs.20.0 billion.dditionally,
effective March 2002, commercial banks with maifice within the metropolitan area were requiretidoe a
minimum paid-in capital of Bs.16.0 billion, whereasmmercial banks with main offices outside theroptlitan
area were required to have a minimum paid-in chpft8s.8.0 billion. Banks are also required toaheertain
capital adequacy requirements, such as a minim@ird®o of net worth to assets and contingent djmera.
A partial reform to the General Law of Banks anth@tFinancial Institutions was enacted by law-deae
November 13, 2001. The purpose of the reform wdarther strengthen the banking system and gueeaits
stability. The amended law raises the upper lohthe amount of insured deposits to Bs.10 milf@n depositor in
the same financial group, provides for rules regaydrust operations, allows investment banks toycaut trust
activities and provides an administrative processatljudicating public complaints with respect amks. The

amendments also eliminate the ability of FOGADPpovide financial assistance to ailing banks. @heended
law establishes new criteria for determining adfilbns with respect to financial groups. Relatetities of troubled
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banks are also subject to intervention or liquiiati The amended law also established new minimaidtip
capital requirements.

Additionally, the law, as amended, creates two tyges of special banks, namelgvelopment banks and second-
tier banks, which would be primarily dedicatedlte promotion of microenterprise development. The
Superintendency of Banks is how authorized to isfpeial rules governing the accounting of creelitended to
such enterprises.

The amended law also regulates electronic bankgeamds to the Superintendency of Banks the powenact
special standards regulating loans from electrbaitks.

Securities Markets

The Caracas Stock Exchange is currently the ordyritees market in Venezuela, with &&uers and 58ecurities
registered as of December 2006. Historically,itrgabn the Caracas Stock Exchange has been compbtedes
in stocks and bonds. In September 2001, the egehbegan to allow trades in short-term debt insénts, such as
commercial paper.

Since December 2003, the Ministry of Finance ha®bm an active participant in the Caracas Stockhéaxge
through the issuance ¥bonosa new, actively traded instrument consisting uflfc sector bonds issued to pay
certain benefits due to public sector universitgfpssors.

In 2006, the Caracas Stock Exchange had a tothhgarolume of U.S.$2.3 billion, representing U.E8billion in
stocks, U.S.$987.2 million in ADRs, U.S.$100.5 raill in private sector debt securities and U.S.$1 hillion in
Vebonos The individual stocks with the highest tradir@jume wereMercantil Servicios Financieros,.&.,
CANTYV, Corimon, SivensandH.L. Boulton

The Caracas Stock Exchange posts trading informasgiach as price, volume and transaction actiwitylisted
securities during trading hours. Pricing informatincludes high, low and average sales pricee Jdracas Stock
Exchange also publishes three indices for equityréiies. The principal stock index is thadice Bursatil Caracas
referred to as IBC. The IBC tracks the share grifel 6 major companies and is calculated in a masimilar to
that used by the S&P 500. The other indices facuthe industrial and financial sectors.

The total market capitalization of the companietelil on the Caracas Stock Exchange @ecember 31, 2006as
approximately U.S.$12.9 billion. FroBecember 31, 2005 to December 31, 2006, the taigkenh capitalization
increased in absolute terms from U.S.$6.8 billotwtS.$12.Dillion.

The CNV authorized the opening of a commoditieshaxge on May 19, 1999. Trading on this exchange
commenced in October 1999 and, as of December(B, 2he cumulative trading volume totaled U.S.$llion.
The trading volume on this exchange totaled U.3.Billion in 2005, as compared to U.S.$bidlion in 2004.

In the past, Venezuelan stock exchanges have exped substantial market price fluctuations. Faatontributing
to such fluctuations include changes in the ovestalle of the Venezuelan economy and adverseqadliti
developments, together with merger activity amoomestic companies and takeovers of domestic corapdnyi
foreign corporations. Compared to other stock mtrkn Latin America, the Venezuelan stock marketrong the
smallest in terms of market capitalization and itvgd/olume.

The Caracas Stock Exchange can suspend dealimy iiisted security if the price of the security iegrby 20% or
more during a trading session.
Market Regulation

The CNV must authorize all Venezuelan companiesreehey legally offer equity or debt securitieghie
Venezuelan public. In order to offer securitiestte public in Venezuela, an issuer must meet ice@alV
requirements regarding assets, operating histoapagement and other matters.
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All outstanding securities of such companies missi he registered with the CNV and approved byréhevant
stock exchange. The CNV must approve the apptisdtr listing of a security before it is listed arstock
exchange. The CNV also requires issuers to fieudited quarterly financial statements and auditaalial
financial statements with the applicable stock excjes and the CNV.

Since September 1, 1994, the CNV has required ampany issuing debt in Venezuela to obtain a rétiog two
independent rating agencies registered with the CN@wever, as of April 4, 2002, and for any comp#rat
issues commercial paper (debt issues ranging ffehays to 360 days), the CNV may reduce the remgre from
two independent rating agencies to one, depenging the market conditions at that time.

In September 2002, the CNV changed certain reguiatielating to securitization of assets in ordeztpand
opportunities for companies to obtain financing.

The Capital Markets Law and the rules issued byaR¥® provide a regulatory structure for the Vendaune
securities industry. The Capital Markets Law wamaded in October 1998 to conform the Venezuelaorgies
market to international standards. In additiosetting standards for brokers, the law empower<ii¥ to
regulate public offerings and trading of securitiéss January 1999, the CNV promulgated regulatigmgerning the
activities of broker-dealers and brokerage houddge CNV has also promulgated regulations requirsgers of
securities to file information regarding the issutx management and its significant shareholdeensure
transparency in capital markets transactions atdiptender offers.
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PUBLIC FINANCE
General Description of Accounts and Entities

The Ministry of Finance is responsible for prepgrthe budget and administering the Governmentanfies. The
Ministry of Finance is required to submit a propdbeidget to the National Assembly each year. TatoNal
Assembly may change items in the proposed budgeingpas authorized expenditures do not exceeck gt
revenues. Nevertheless, actual expenditures irgaey year may exceed revenues for that yearasudt of
differences in the timing of receipts and experéisu The budget must include appropriations tdibgibuted to
the states and the federal district in accordaritie ayrescribed formula. No taxes may be leviedney borrowed
or expenditures made unless authorized by lavadtition to budgeted expenditures contained ingbslatively-
approved budget, the Government may increase ekpessl including allocations for debt service ghlions,
during the course of the year with the approvahefNational Assembly. However, total expenditures/ not
exceed actual revenues.

All revenues and expenditures are budgeted anddedamn a cash basis. The Ministry of Financesponsible
for collecting public revenues. Various ministreasd agencies of the Central Government are reggerier
implementing the budget. For example, the Comletr@eneral is the agency in charge of nationatnexes,
expenditures and assets and related operatiore fuhlations of that office include control, supseign and
auditing. The Comptroller General is appointeddqgreriod of seven years by, and is accountabkla¢oNational
Assembly.

The consolidated public sector is divided, in gah&arms, into two parts: the Central Governmerat e
decentralized state institutions. The decentrdlgate institutions are corporations that are nitgjor wholly
owned by the Government.

Taxation
The Organic Tax Code

The Cdadigo Organico Tributaripreferred to as the Organic Tax Code, was apprové891 and amended in 1992,
1994 and 2001 The Organic Tax Code increased penalties on oveadupayments and made tax avoidance a
criminal offense. The Ministry of Finance, withs&ance from the World Bank and the IADB, has teped a tax
collection program aimed at decreasing income vasien.

The new Organic Tax Code became effective on Octbbe2001. Some of the reforms in the new legsta
include: (1) the adoption of the “substance ovemfoapproach in tax administration; (2) the congerthe passing
on of tax responsibilities from a target companyh® acquiring company in a merger; and (3) thalkliwance of
offsets of income tax credits against monthly pégslinder the VAT. The amendments have also clabihgerate
of interest for unpaid tax obligations. Interestunpaid tax obligations now equals the averagbeofending rates
of the six largest commercial banks, multipliedabfactor of 1.2.

In addition, the reforms increased the penaltigsoised on various tax offenses and set forth neggoaies of tax
violations in order to deter tax evasion. Breaabiesubstantive obligations under the new Orgargig Tode result
in increased penalties, while offenses potentialiyling to imprisonment have been broadened inescépr
example, new fines have been introduced both fofdHure to pay taxes as well as for the late paynof taxes,
and criminal penalties have been established fofréaud. In addition, withholding agents who irtienally fail to
remit taxes withheld within three business daybieing payment are now subject to imprisonmentt¥aw to four
years.

Furthermore, the amended Organic Tax Code now petaxpayers to enter into advance pricing agre¢sngith
the tax authorities to establish the value of taations between affiliated enterprises.

Procedural rules have also been amended. Undeethérganic Tax Code, judicial tax appeals dosuspend the
effects of a tax assessment, except in cases uHhetaxpayer demonstrates that non-suspensiocavibe
irreparable damages or when the appeal is basésband arguments of law”. In contrast, the filiaan
administrative tax appeal will suspend paymentsired by an assessment but not interest on thesssat.
Furthermore, it is now expressly stated that thaiops of the tax authority with respect to a paar issue may
not be appealed to the tax courts.
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Income Tax

The Central Government is the only entity in Versawvith the authority to tax income. As a peragetof
Central Government revenues, income tax revenues We7%in 2003, 16.1% in 2004, 22.1% in 2005, 23.9% in
2006 and 26.6% in 2007.

The petroleum industry provided 42.7% of total imeptax revenues in 2003, 46.2% of total incomeéarnues in
2004, 60.4% of total income tax revenues in 20851% of total income tax revenues in 2006 and 2301 %tal
income tax revenues in 2007.

Venezuelan income tax is payable by both natunaqres and legal entities. The base of income wyfdoh a
person or entity may be taxed includes worldwidmime. Certain Governmental entities, educatiamsltutions,
charitable institutions and funds, as well as éemgher individuals and entities, are exempt fidanezuelan
income tax. Additionally, the President, in corgtian with the Council of Ministers, has the poweexempt from
the payment of taxes certain sectors or industhiasare believed to be of particular importancedtional or
regional development. Natural persons are taxedrate from 6% up to 34%, depending on incomel Javith
certain tax rebates for lower-income householdsrp@rations are taxed at a rate from 15% up to 3#€éept for
those engaged in the petroleum industry, whichtated at a special rate determined by the Hydracerthaw.

For more information on this law, refer to “PrinaiSectors of the Venezuelan Economy—Petroleum axtdrhl
Gas—New Hydrocarbons Law”.

The inability of the Government to rely on souroé$inancing other than petroleum revenues has nitadifficult
to establish a positive balance in the consolidptdalic sector accounts and has contributed tgémeral
instability of the Venezuelan economy as a wh@ecause the development of a more diversified engnwith a
greater capacity for and a high volume of non-tiadal exports can only be accomplished in the m@adierm, the
Government has attempted to increase the basengbetooleum tax revenues.

Value-Added Tax

In May 1999, the Government passed legislatiorbéistang the VAT to replace the then existing sdtes The
VAT applies to sales of all goods and servicesughmut the chain of distribution, except certaierapted items
such as food, medicine, telephone, gas and othigieat The island of Margarita is exempted froime VAT
altogether. The Central Government generated r@&of approximately Bs.6thllion in 2003 from the VAT.

In July 2004, the National Assembly amended the \&&&in, reducing the rate from 16% to 15%, whictelnee
effective in September 2004. During 2004, the @éi@overnment generated revenues from the VAT of
approximately Bs.13.4 trillion.

In August 2005, the National Assembly amended tA& ¥gain, reducing the rate from 15% to 14%. Tieaieal
Government generated revenues of approximatelyOB #illion in 2005 and Bs.25.8 trillion, or 6.686 GDP, in
2006 from the VAT. As part of the Government'sipplof containing inflationary pressures in the eomy, the
VAT was reduced from 14% to 11%, effective Marci2@07. The VAT was further reduced to 9% effectiudy
1, 2007. During 2007, the Central Government gateerrevenues from the VAT of approximately Bs.28ilfon.

Tax on Bank Debits
In March 2002, the Government enacted a bank ¢ehitwvhich had a term of one year. This tax wasaity

assessed at a rate of 0.75% on the value of egticage transaction and subsequently was amerslegta times.

The tax on bank debits generated revenues in tio@iainof Bs.2.0 trillion, or 1.5% of GDP, during 2)®s.1.9
trillion, or 0.9% of GDP, during 2004, and Bs.2illibn, or 0.9% of GDP, during 2005. In Febru&§06, the
Government eliminated the bank debit tax.

Customs

A law was passed by the National Assembly in Jgn2@62 to modernize Venezuela’s customs operatiohih
is currently being implemented throughout Venezudlatomated customs operations, referred to aStb&JNEA
system, have already been put into effect in tHewviang ports of entryMaritima de La GuairaSan Antonio del
TéchiraandSubalternate of UrefjaMerida, Principal Maracaibq Subalternate of Chinité@rincipal de Puerto
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CabelloandPrincipal de Valencia By the end of December 2004, eight additionadgipal and three additional
subalternate automated customs operations weliatputffect in Venezuela. The modernized portegishe new
SIDUNEA system accounted for approximately 99%udtoms revenues and 98% of imports. The totaboost
revenue collected in 2005 and 2006, including tAd Wvas Bs.10.3 trillion and Bs.14.5 trillion, resgively. The
total customs revenue collected in 2007, includimgVVAT, was Bs.9.4 trillion.

In addition, Venezuelan customs authorities havainbd special equipment for non-intrusive inspeaiof cargo
containers in an effort to curtail drug traffickiagd customs fraud. In March 2002, @emision Presidencial de
Lucha Contra el Fraude Aduane(Bresidential Commission Against Customs Fraud) fwamed. This
commission is made up of several representativéeibf the public and private sector who are intecki
preventing contraband and customs fraud. Togeliegrdrafted the Anti-Contraband Bill, which waseted in
December 2005 and employs the use of more seveadtigs and expands the scope of actions that magken by
authorities to curtail contraband.

The Tax-Pardoning Law

In 2001, the National Assembly approved a tax-pairtplaw, which established a system for the vaont
payment of overdue tax obligations through tax pas] payment plans and opportunities to submitrmetfor
previous years in which no returns were filed ocoworect previously submitted returns. Dependinguen the
taxpayer applies for a pardon, once the taxpayeresgo pay a specified percentage of his tax atidig, the
remaining tax liability, including fines and intsteis pardoned. Under the law, the following 1aoé pardonable
tax liabilities: income taxes, luxury taxes andueabhdded taxes that have been already calculateot®d by tax
agents; customs duties; banking or financial dedibts subject to liens or attachments; and dedssst which
proceedings have been initiated and against wiocddg have already been attached.

SENIAT

In August 1994, the Government established SENB&Tindependent agency within the Ministry of Firgrto
administer tax and customs collections. The ohjestof the SENIAT include:

. increasing the level of non-oil tax revenues td¥ of GDP;

. reducing tax evasion by 0.5% of GDP;

. improving customs duty collections;

. promoting the modernization of the Venezuelan tadecsystem;
. developing a “tax culture”; and

. consolidating the organization of the SENIAT topuade efficiency in its collections.
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The following table sets forth the revenues adrnémésd by SENIAT for the periods indicated:

Year Ended December 31,

(in billions of 1997 Constant Bolivares)

2003 2004 2005 2006 2007
INCOME TAX ..o 972.9 1,337.1 2,078.7 3,181.4 3,214.5
VAT s 1,870.8 3,135.2 4,025.9 4,455.8 4,188.9
297.7 528.6 800.9 1,013.9 1,405.4
242.2 263.0 273.8 290.3 376.1
76.7 91.8 99.7 98.8 136.8
121.7 134.8 141.5 161.9 203.0
35.1 23.9 195 14.3 8.7
7.1 10.7 11.3 12.6 18.1
0.2 0.3 0.2 0.3 0.2
Gambling (Bingos and Casinas)....... 1.4 15 1.6 2.4 9.2
Financial Transactions Tax (IT#).............. 0.0 0.0 0.0 0.0 378.3
Bank Debit Ta%® ..., 562.6 447.8 551.9 57.2 0.0
Total Gross ReVENUES............c.cccovveveveeeerercvennns, Bs.3,946.5 Bs.5,711.7 Bs.7,731.1 Bs.8,998.6 Bs.9,563.2
1) The collection of the ITF took effect on Noveenld, 2007 and will remain in force until DecemBér 2008.
2) In February 2006, the Government eliminatedittiek debit tax.

Source:  SENIAT

Revenues and Expenditures
Central Government

The Central Government'’s revenues consist of tagmmees and non-tax revenues, such as petroleurtiesyand
dividends from state-owned companies. The Ceftaalernment’s expenditures consist primarily of @pieig
expenditures, such as salaries, interest paymedtparchases of goods and services, transferat® ahd local
governments and the private sector and capitalrelipees.

As a percentage of Central Government revenuestaxorevenues in 1997 Constant Bolivares accouioted
40.0% in 2003, 42.3% in 2004, 41.2% in 2005, 44i8%006 and 38.7% through the first nine month2@d7.

Petroleum royalties provided 78.8% of non-tax rexemin 2003, 80.9% of non-tax revenues in 2004498 70f non-
tax revenues in 2005, 83.6% of non-tax revenu@906 and 83.6% of non-tax revenues through therfire

months of 2007.

In 2003, the Central Government’s revenues totB&8.9 trillion in 1997 Constant Bolivares and @entral
Government’s expenditures totaled Bs.10.6 trillioi997 Constant Bolivares. As a result, the Géi@overnment
accounts recorded a deficit of Bs.1.7 trillion @97 Constant Bolivares, or 4.4% of GDP, for 2003.

In 2004, the Central Government’s revenues totBked 1.9 trillion in 1997 Constant Bolivares and @entral
Government’s expenditures totaled Bs.12.9 trillioi997 Constant Bolivares. As a result, the Géi@overnment
accounts recorded a deficit of approximately Bs.84fillion in 1997 Constant Bolivares, or 1.9% d&, for

2004.

In 2005, the Central Government'’s revenues incb#s®s.16.8 trillion in 1997 Constant Bolivaresrfr Bs.11.9
trillion in 1997 Constant Bolivares in 2004. Thisrease was due primarily to improved tax colleetand an
increase in dividends, royalties and taxes frompteizoleum sector due to an increase in petroleticeg@ The
Central Government's expenditures for 2005 incrddaseBs.15.8 trillion in 1997 Constant Bolivaresrfr Bs.12.9
trillion in 1997 Constant Bolivares for 2004. Thisrease was due primarily to an increase in feaego the rest
of the public sector. As a result of the foregoiagtors and a larger positive current accountlssighe Central
Government accounts recorded a surplus for 20Bs&93.3 billion in 1997 Constant Bolivares, or%.6f GDP,
compared to a deficit of Bs.940.8 billion in 199@rStant Bolivares, or 1.9% of GDP, for 2004.
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In 2006, the Central Government'’s revenues inctss®s.20.8 trillion in 1997 Constant Bolivaréghis increase
was due primarily to an increase in dividends, higs and taxes from the petroleum sector due tmenease in
petroleum prices. The Central Government’s exgenel for 2006 increased to Bs.20.7 trillion in Z9Bonstant
Bolivares. This increase was due primarily torarease in the purchase of goods and servicesramgr@ase in
transfers to the rest of the public sector. Aessult of the foregoing factors and a larger positurrent account
surplus, the Central Government accounts recordadmus for 2006 of Bs.12.5 billion in 1997 ComgtBolivares,
or 0.02% of GDP, compared to a surplus of Bs.998l®n in 1997 Constant Bolivares, or 1.6% of GOé&r 2005.

As of September 30, 2007, the Central Governmeet/snues totaled Bs.18.8 trillion in 1997 ConsBwiivares.

The Central Government’s expenditures for the sper@d in 2007 increased to Bs.16.8 trillion in T9%Bonstant
Bolivares.
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The following table sets forth the revenues, byrseuand expenditures, by sector, of the Centrale@oment for
the periods indicated:

Venezuela Central Government Revenues and Expendites

Year Ended December 31,
2003 20049 20087 20067 20079
(in billions of 1997 Constant Bolivares)

Central Government

Total Revenues..........ccoeeeevveveeenn.e. Bs. 8,911.5 Bs. 11,912.1 Bs. 16,841.2 Bs. 20,762Bs. 18,769.4
Current Revenues............ccccccoveveuene. 8,911.5 11,912.1 16,841.2 20,762.0 18,769.4
Tax Revenues........... ... 4,300.4 6,287.4 9,331.6 10,950.8 10,484.2
Petroleum Sector.... 558.8 889.0 2,249.5 2,693.4 2,650.5
Other.......cccoevvveeene. ... 3,741.7 5,398.4 7,082.1 8,257.4 7,833.6
Non-tax Revenues........................ 3,560.5 5,041.7 6,939.9 9,310.1 8,285.2
Petroleum Royalties.................. 2,807.2 4,076.5 5,368.4 7,785.4 6,121.2
Other.......cooeeeiieeeeeeeeeeeeen, 753.3 965.2 1,571.5 1,524.7 1,429.4
Dividends.........cccccooeveiveiieeennn 1,050.6 583.1 569.7 501.2 734.7
Capital Revenues..............ccocoeeucun. - - - - -
Total Expenditures..............cccccueveee. 10,587.3 12,853.0 15,847.9 20,749.5 16,794.4
Current Expenditures............. ... 1,918.6 9,718.0 11,613.4 15,305.6 12,742.5
Operating Expenditures.............. 4,082.2 4,453.6 4,704.5 5,730.5 4,333.5
Salaries, etC......cccocovveeeivvieeiene 1,707.1 2,036.5 2,270.5 2,854.4 2,786.4
Interest Payments...................... 1,788.9 1,813.6 1,798.4 1,443.6 983.1
Purchase of Goods and Services 586.2 603.5 635.5 1,432.5 564.0
Current Transfers.........cccocoeeeeeveeeee. 3,836.4 5,264.4 6,908.9 9,575.1 8,408.9
To Rest of Public Sector........... 3,669.3 4,596.0 6,137.6 8,549.8 7,373.1
To Private Sector....................... 165.6 667.8 770.7 1,025.4 1,035.8
Other Transfers.... 1.5 0.5 0.6 - -
Quasi-fiscal Operations of
Banco Central.......c.c.c.cccceovvvnne. - - - - -
Extra-budgetary............cccccocrurnne 488.0 388.6 390.8 446.4 181.0
Current Account Surplus.... 992.9 2,194.1 5,227.8 5,456.4 6,026.9
Capital Expenditures...... 2,091.2 2,503.1 3,538.9 4,662.3 3,801.3
Capital Formation.... 653.7 228.7 231.3 228.5 95.1
Capital Transfers...........ccccocoeennne. 1,437.5 2,274.4 3,307.6 4,433.8 3,706.3
To Public Sectar......................... 1,435.8 2,271.7 3,303.9 4,427.1 3,698.9
To Private Sector....................... 1.7 2.7 3.6 6.7 7.4
Financial Investment........................ 89.5 243.3 304.9 335.2 69.7
Overall Surplus (Deficit)................... (1,675.8) (940.8) 993.3 125 1,974.9
As percentage of GDP.................. 4.4)% (1.99% 1.6% 0.0% 3.0%

Q) Preliminary figures.

Sources: National Budget Office, referred to as ONAPRE, Be@entral and the Ministry of Finance.

Consolidated Public Sector

The consolidated public sector accounts include¢kalts of decentralized state entities, suchCA¢SA and the
CVG companies.

In 2003, consolidated public sector revenues tdtafgroximately Bs.12.3 trillion in 1997 ConstartiBares and
consolidated public sector expenditures totaled@pmately Bs.12.2 trillion in 1997 Constant Bolfea. As a
result, the consolidated public sector accountsrod a surplus for 2003 of approximately Bs.13libn in 1997
Constant Bolivares, or 0.4% of GDP.
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In 2004, consolidated public sector revenues tdtafgroximately Bs.17.1 trillion in 1997 ConstamtliBares and
consolidated public sector expenditures totaled@pmately Bs.15.8 trillion in 1997 Constant Boliea. As a
result, the consolidated public sector accountsroed a surplus for 2004 of approximately Bs.1il8dan in 1997
Constant Bolivares, or 2.5% of GDP.

In 2005, consolidated public sector revenues irsgrédo Bs.23.0 trillion in 1997 Constant Bolivafresn Bs.17.1
trillion in 1997 Constant Bolivares in 2004. Thisrease was due primarily to an increase in petnol prices and
improved tax collection. Consolidated public seexpenditures for 2005 increased to Bs.20.3drillin 1997
Constant Bolivares from Bs.15.8 trillion in 1997rStant Bolivares for 2004. The increase in expgenes was due
primarily to increased investment in infrastructureluding infrastructure in the electric sectcombined with
increased spending on education and health casea rAsult of the foregoing factors, the consoéidgiublic sector
accounts recorded a surplus for 2005 of Bs.2.lfotniin 1997 Constant Bolivares, or 4.4% of GDPnpared to a
surplus of Bs.1.3 trillion in 1997 Constant Boligay or 2.5% of GDP, for 2004.

In 2006, consolidated public sector revenues irsgrddo Bs.26.2 trillion in 1997 Constant Bolivardis increase
was due primarily to an increase in the collectibincome taxes from domestic activities as a tesfubconomic
growth. Consolidated public sector expenditure2f206 increased to Bs.27.0 trillion in 1997 Cons®olivares.
The increase in expenditures was due primarily salzstantial increase in the purchases of goodsemites given
the overall increase in Central Government revendesa result of the foregoing factors, the coitsied public
sector accounts recorded a deficit for 2006 of B3.8 billion in 1997 Constant Bolivares, or 1.2%GiP,
compared to a surplus of Bs.2.7 trillion in 199&@nt Bolivares, or 4.4% of GDP, for 2005.

As of September 30, 2007, consolidated public seetenues increased to Bs.16.4 trillion in 199 h&ant

Bolivares. Consolidated public sector expenditaesf September 30, 2007 were Bs.17.7 trillioh987 Constant
Bolivares.

96



The following table sets forth the revenues, byrseuand expenditures, by sector, of the consadlatblic sector
for the periods indicated:

Venezuela Consolidated Public Sector Revenues andfenditures

For the Year Ended December 31,

2003 20047 2005" 20068" 200790
(in billions of 1997 Constant Bolivares)

Consolidated Public Sector

Total REVENUES .......ccovevviiieeeeiievii e Bs. 12,328.4 Bs. 12,055.8 Bs. 23,012.2 Bs. 26,166Hs. 16,420.6
Tax REeVENUES ......ccccevveeivineeinnnnns ... 3,936.9 5,654.1 7,392.9 8,681.0 6,455.0
Non-tax REVENUES..........ccoeevvveeeeeeeeeinnn. 8,391.5 11,401.8 15,619.3 17,485.4 9,965.7
Central Government .............ccevveeeeeene. - - - - -
PDVSA Operating Surplus.................. 6,716.0 8,285.0 10,696.5 11,453.8 7,359.9
FIV Interest and Dividend Income ...... - - - - -
Non-financial Public Enterprises......... 308.3 471.5 433.7 223.6 270.1
Capital Revenues.........cccceevvvvieennnnen. 0.4 0.6 5.5 0.1 0.0
(@] 1 T=T S 1,366.9 2,644.7 4,483.6 5,807.9 2,335.7
Total Expenditures........ccccovvvveeeeeiiiiieennns 12,193.7 15,853.5 13,042.0 16,743.5 17,716.6
Current Expenditures.......cccccceeeeiviivinnennn. 8,439.2 10,853.5 13,042.0 16,743.5 10,646.5
Salaries, etC. ......ccoeeeveeevieviiieeeeieees 1,863.7 2,220.0 2,452.6 3,104.8 1,790.5
Purchases of Goods and Services......... 726.3 772.1 922.3 1,807.5 794.6
Interest Payments............ccccevvvvvvinnes 1,986.2 1,863.2 1,819.5 1,455.1 843.8
Transfers to Private Sector .................. 675.5 1,393.6 1,727.6 1,758.7 1,478.0
Central Government Transfers to
Unconsolidated Entities................... 3,074.8 4,381.8 5,984.4 8,383.6 5,430.8
Othef? ... 112.6 222.8 135.5 233.8 150.6
Central Government (Extra-Budgetary)... 386.7 303.1 284.7 335.2 97.9
Capital Expenditures.........cccccceeviininenen. 3,367.8 4,647.1 7,013.1 9,898.4 6,932.2
Capital Formation............cccccceeeeennnee 1,979.7 1,886.9 2,407.1 3,126.3 2,743.2
Other (Including Transfers to
Unconsolidated Entities)............... 1,388.1 2,760.2 4,605.9 6,772.1 4,189.0
Overall Surplus (Deficit) .......ccovvvvveernnen. 134.7 1,252.2 2,672.4 (810.8) (1,296.0)
(As percentage of GDP)
Total REVENUES .......cceveivviieeeeeiiiv e 32.3% 34.4% 37.8% 37.9% 23.1%
Total EXxpenditures...........covveevivieenieenee. 32.0 31.9 334 39.0 24.9
Overall Surplus (DefiCit) ........cccceeiriinnen 0.4% 2.5% 4.4% (1.2)% (1.8)%
Q) Preliminary figures.
2) Includes other expenditures, exchange lossggjaasi-fiscal losses of Banco Central.
3) For the period January-September 2007.

Source: Ministry of Finance, using IMF methodology.

2007 Budget

In November 2006, the National Assembly approvedithdget for 2007. The 2007 budget, as approveiegied
total revenues of approximately U.S.$49.5 billion30.0% of GDP, and total expenditures of appratety
U.S.$53.5 hillion or 32.0% of GDP. The 2007 budajsb contemplates a legal limit on borrowing bg EBepublic
of U.S.$3.9 billion, or 2.4% of GDP. The budget 2007 is based on certain assumptions, includsatGDP
growth of 5.0%, an average price for the Venezuelhhasket of U.S.$29.00 per barrel, an averaghamnge rate
of Bs.2,150.00 = U.S.$1.00 and an average infledioa rate of 12.0%.

2008 Budget

In November 2007, the National Assembly approvedithdget for 2008. The 2008 budget, as approveiegied
total revenues of approximately U.S.$59.1 billi@s.2% of GDP), and total expenditures of approxétyat
U.S.$63.9 billion (27.3% of GDP). The 2008 budajsb contemplates a legal limit on borrowing by Republic
of U.S.$7.6 billion (3.3% of GDP). The budget 8108 is based on certain assumptions, includinigG&d
growth of 6.0%, an average price for the Venezuelahasket of U.S.$35.00 per barrel, an averaghamnge rate
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of Bs.2,150.00 = U.S.$1.00 (the current exchangeas of January 1, 2008 is Bs.F 2.15 = U.S.$laffl)an
average inflation at a rate of 11.0%.
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PUBLIC DEBT
Overview

In 1976, the Government enacted the Organic LaRulilic Credit to create and issue public debt tyhoprior
authorization and registration. The Organic LaviPablic Credit has been superseded by the entyfante of the
LOAFSP.

Public debt is defined to include public issuebafids and treasury notes in Venezuela and abroatkgstic and
foreign direct indebtedness, contracts providingo@yments extending beyond the then current figeaf and
guaranties and modifications of existing indebtedneThe types of entities subject to regulatiodenrihe LOAFSP
include national, state and municipal governmetgsentralized state institutions, autonomous govent
institutions and other public entities, corporatéitees controlled directly or indirectly by the Iplic sector and non-
profit organizations under the control of the Gareent.

Standard & Poor’s, Moody'’s Investor Services artdh-all lowered their ratings and outlook with respto the
Republic’s foreign currency-denominated debt ie 2002 or early 2003 (Standard & Poor’s in Decen2f€r2;
Moody’s and Fitch in January 2003), citing incregspressure on the Republic’s finances and intemmalt reserves
due to continued economic disruptions, especiallhé petroleum sector. Specifically, Standarda®iPs,
Moody’s and Fitch downgraded their ratings for Republic’s foreign currency-denominated debt to @CCaal
and CCC+ (for long-term debt), respectively. ldigidn, Moody's changed its outlook for the Repuldiforeign
debt to developing, while Standard & Poor’s andhrinaintained a negative outlook for such debhait time.
Standard & Poor’s subsequently upgraded its outlwokhe Republic’s long-term foreign currency-deiated
debt from negative to stable in April 2003 andJuty 2003, raised its rating for such debt from GQE€ B-, citing
improved external liquidity stemming from recovegiail production and an improved amortization peofelated
to the tender offer announced in July 2003. Foreniaformation concerning the tender offer annouhice2003,
refer to “—1990 Financing Plan”. Moody’s and Fit&llso subsequently upgraded their respective ouslémkthe
Republic’s foreign debt to stable (Moody’s in Ma(8 and Fitch in June 2003). In addition, Fitcked its rating
for the Republic’s foreign currency-denominatedtdelB- in June 2003, citing the Government'’s sgsde
restoring oil production levels. In August 2004ai®lard & Poor’s upgraded the Republic’'s long-téoreign
currency-denominated debt rating from B- to B, an8eptember 2004, Moody’s upgraded its rating fl@aal to
B2 and Fitch upgraded its rating from B- to B+jmgdtprospective diminished political instabilitylfmving
President Chavez’s victory in the August 15, 208 nrendum coupled with substantial improvements in
Venezuela’'s external indicators.

In January 2005, Standard & Poor’s lowered its lamgd short-term foreign currency sovereign creatings on
Venezuela to “SD”, citing a delay in the completmfrthe calculations required to determine the amolue on
certain oil-indexed warrants, referred to as the@hligations. An “SD” rating is assigned whenBtard & Poor’s
believes that the obligor has selectively defautted specific issue or class of obligations, billta@ntinue to
make timely payments on other issues or classeblgfations. In October 2004, the Government anced that
due to the disruptions caused by the work stoppa&DVSA in 2002 and 2003, there would be delays in
determining whether any payments were owing orthé@bligations on the scheduled payment date aber
15, 2004. On March 3, 2005, the Republic madeafiicable payment on the Oil Obligations, plusraed
interest from October 15, 2004. The total amodmtayment was U.S.$359,812. The Republic has riadsy
payments of all amounts that have subsequentlyrbectue and payable under the Oil Obligations.

Following Venezuela’s payment on the Oil Obligasam March 3, 2005, Standard & Poor’s raised Veekrs!
long- and short-term foreign currency sovereigrditreatings from SD to B. In August 2005, Standé&r&oor’s
raised Venezuela’'s long- and short-term foreigmeney sovereign credit ratings from B to B+. Inygmber 2005,
Fitch raised its rating for the Republic’s foreigurrency-denominated debt from B+ to BB-, citingph@mvement in
external debt and liquidity as a result of sourdaienues. In February 2006, Standard & Pooiserh
Venezuela’'s foreign currency debt rating againpfid+ to BB-, citing economic growth and strongegemational
reserves. In October 2006, Standard & Poor’sdifte outlook on Venezuela’'s sovereign debt froabk to
positive citing the contribution of high oil pricés the continued improvement in Venezuela’s debicators.

In January 2007, Standard & Poor's modified itdank on Venezuela's “BB-" sovereign debt from “pig” to
“stable”, citing increased uncertainty with respicgovernment policy. In October 2007, Fitch rified its
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outlook on Venezuela’s “BB-" foreign currency-denioated debt rating from “stable” to “negative”,ing an
increasingly unsustainable macroeconomic policynérevork.

The information above was obtained from informatémailable on the websites of the rating agencies.

In November 2006, Venezuela issued U.S.$1.0 billioprincipal amount of thBono del Suror Bond of the
South, a mix of Argentine dollar-denominated “Bodbands and Venezueldritulos de Interés y Capital Cubierto
or TICCs, which are local Venezuelan debt securitienominated in U.S. dollars that can be trad@®blfvares. In
February 2007, Venezuela issued U.S.$1.5 billioprincipal amount of thBono del Sur Ithat included U.S.$750
million of Argentina’s 7.0% Boden bonds due 2018 &hS.$750 million of Venezuela’'s 5.25% TICC bonde
2019. In September 2007, Venezuela issued U.Sillich in principal amount of thBono del Sur llithat
included U.S.$600 million of Argentina’s 7.0% Bodeonds due 2015 and U.S.$600 million of Venezuela's
7.125% TICC bonds due 2015. In each case, Vereehael acquired the Boden bonds from Argentina poi@ach
issuance of thBonos del Sur

The Republic has provided credit to Belize, and BX$ has provided credit to the Development Bankaofiaica
Limited, in the amount of U.S.$50.0 million and ampmately€204.4 million, respectively. These credits are
currently represented by capital markets instrusent

On November 15, 2007, the Republic sold U.S.$1 38000 of its Venezolano | bond package at anageeissue
price of 131.52%. Fifty percent of the Venezolaneas composed by the Republic’s U.S.$825,179,000%

Bonds due 2038, and the other 50% was made uplgtyaivo localVebonobonds denominated in Bolivares, one
due 2014 and the other due 2015. On November(®¥7,2he Republic sold U.S.$849,648,000 of its \Zeteno Il
bond package at an average issue price of 129R8fy. percent of the Venezolano Il was composedHgy
Republic’'s U.S.$424,824,000 7.00% Bonds due 2038 tlae other 50% was made up equally by two I¥eddono
bonds denominated in Bolivares, one due 2013 andttier due 2014.

Summary of External Debt

The following table sets out the composition of ¥emela’s external public debt outstanding at thegladicated:

December 31,
2003 2004 2005 2006 2007
(in millions of U.S. dollars)

Commercial Bank External Public

Sector Debt........coovevrevieiieeeae $ 2,266.3 $ 2,139.7 $ 2,005.6 $ 1,8335 1,$49.3
Other External Public Sector Debt.... 22,513.4 25,329.7 29,192.5 25,421.1 25,638.7
Obligations and Bonds.............. 17,858.8 21,027.2 25,443.0 21,439.6 22,312.7
Suppliers & Contractors............ 157.4 1175 81.1 30.7 13.7
Multilateral Agencies................ 3,789.1 3,523.5 3,118.4 3,413.6 2,653.3
Bilateral Agencies..................... 708.2 661.5 550.0 537.2 659.0

Total External Public Sector Debt...... $24,779.7 $27,469.4  $31,198.1 $27,254.6 $27,288.0

1) Preliminary figures. At the Bolivar/U.S. dallexchange rate as of December 31, 2007, as pbig@&anco Central.

Source: Ministry of Finance.
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The following table sets out the scheduled amditina for Venezuela’s external public debt for eatlthe years
indicated as of December 31, 2007:

Scheduled Amortizatiort?
(in millions of U.S. dollars)
2012
2008 2009 2010 2011 and thereafter
Commercial Bank External Public
Sector Debt........coooevreeieeieenn $356.1 $ 288.1 $ 21838 $ 1736 $ 446.2
Other External Public Sector Debt...... 1,846.9 400.8 1,896.5 2,088.0 19,397.1
Obligations and Bonds.............. 1,424.0 - 1,490.0 1,663.5 17,735.3
Suppliers & Contractors............ 7.5 4.0 2.7 2.7 2.7
Multilateral Agencies................. 339.9 307.9 315.7 348.8 1,326.0
Bilateral Agencies...................... 75.6 88.9 88.2 73.1 333.2
Total External Direct Public Sector
Debt...c.oiiiiiiiee e $2,203.1 $688.9 $2,115.3 $2,261.6 $19,843.4
Q) Assumes subsequent disbursements from craiilititss entered into as of December 31, 2007.

Source: Ministry of Finance.

Internal Public Debt

The Government’s internal public debt as of Decen®ie 2007 totaled approximately Bs.35.9 trilliam,U.S.$16.7
billion (at the prevailing Bolivar/U.S. dollar exahge rate on that date) compared to Bs.36.3 trjllis U.S.$16.9
billion (at the prevailing Bolivar/U.S. dollar exahge rate on that date) on December 31, 2006.

The table below sets forth a summary of Venezuattésnal public debt as of December 31, 2007:

Outstanding as of

Type of Debt December 31, 2007
(in millions of U.S. doIIarsSl)
Treasury BondsLEtras del TESOND........covirrerirreesireeiseees e $275.58
National PUDIIC DEDEt BONAS............ooueeeee ettt ettt 16,314.67
LLOBINS ... bbb bR £ bbbt b ettt bbb nn 79.87
Promissory NOtE8 ... 73.23
Total Internal Debt of the Republic of Venezuela..... e 16,743.35
Internal Debt Issued by Public Entities and Guaeahty the Republic...................cccoc.... 0.22
TOMAL . b bbbt $16,743.57
Q) At the Bolivar/U.S. dollar exchange rate abetember 31, 2007.
2) Issued in domestic market; denominated in épreiurrency.

Source: Ministry of Finance.

Multilateral Borrowings and Subscriptions
The Government has entered into credit agreemeititssaveral multilateral institutions, including:
» financing from the IADB covering a wide spectrumimifiatives relating to structural adjustment, pab

sector reform, educational improvements, healtbrref infrastructure enhancements and environmental
protection, of which approximately U.S.$1.1 billisas outstanding at December 31, 2007; and

»  several loan agreements with CAF, of which U.S.$illllon was outstanding as of December 2007.
Venezuela is one of the founding members of the.IMBE of December 2007, its subscription to the JMAich
corresponds to its quota, was SDR 2.7 billion d8.84.2 billion. Venezuela’s subscription to theita of the
World Bank was U.S.$2.5 billion at December 20@f.this amount, U.S.$150 million has been disbusedf
December 2007. For more information concerningl e and the World Bank, refer to “Bolivarian Repighof
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Venezuela—External Affairs and Membership in Intéiovaal Organizations”. In addition, Venezuela imiamber
of the other World Bank Group affiliates, Intermeatal Finance Corporation, or IFC, with subscriptiai U.S.$27
million, and MIGA, with subscriptions of U.S.$18illion, in each case at December 2007.

Venezuela's subscription to the capital of the IABs U.S.$5.8 billion at December 2007, one ofldingest
subscriptions of the bank’s Latin American membeds.this amount, U.S.$169 million had been paidash as of
December 2007, and the balance is callable if requb meet the bank’s obligations. Venezuelaigrdoution to
the IADB’s Fund for Special Operations is U.S.$F18uillion.

Venezuela is a member of CAF with subscriptionsayital totaling U.S.$316.8 million, of which U.815.8
million has been paid in cash as of December 200&hezuela is also a memberBdnco de Desarrollo del
Caribe with subscriptions of capital totaling U.S.$2dlimn, of which U.S.$5 million had been paid in baes of
December 2007.

1990 Financing Plan

In June 1990, the Government, along with its bathksry committee, announced the principal terma of
financing plan, referred to as the 1990 FinancitagnP The 1990 Financing Plan provided for the exge of
medium-term commercial bank debt for a variety pfians featuring debt and debt service reductionesw
money, including collateralized short-term notes|ateralized bonds and new money bonds.

The 1990 Financing Plan, structured along the loféhe Brady initiative, contemplated that allgithle debt would
be exchanged for one or more of the options. Fimdhe acquisition of collateral for the optioceme from the
IMF, the World Bank, Venezuela’s own resources athe:r external sources.

The 1990 Financing Plan was consummated on Deceh@@990. Pursuant to the 1990 Financing Plaldehn®
of eligible debt exchanged such debt for one orenudithe options offered under the 1990 Financilag P The
options under the 1990 Financing Plan included\tees Money Option, Collateralized Short-Term Notg#ion,
Collateralized Principal Option and Front-Loadetktast Reduction Option.

The bonds issued under the 1990 Financing Plan weseveral different currencies. The New Moneyn8@®and
Debt Conversion Bonds were issued in U.S. dollaesjtsche marks and Pounds sterling. The Short-TNgotas
were issued in U.S. dollars. The Par Bonds wesaeid in U.S. dollars, Deutsche marks, French frdtedgan lire
and Swiss francs. The Discount Bonds were issuéi$. dollars and Deutsche marks, and the Froatked
Interest Reduction Bonds were issued in U.S. dgllaeutsche marks, Swiss francs and Pounds sterlihg bonds
denominated in Deutsche marks, French francs atidritlire are now being serviced in Euros.

In connection with the 1990 Financing Plan, the udip issued Oil-Indexed Payment Obligations tadeos of its
Par and Discount Bonds due 2020. Holders werendive Oil Obligations for each U.S.$1,000 of oleld
exchanged for Par Bonds and Discount Bonds. Vestaisi required to make certain payments unde©ihe
Obligations in the event that the average pricebaerel of crude oil exported from Venezuela over applicable
determination period exceeds a strike price s¢hfiorthe Oil Obligations, up to a maximum of U.S@0 per Oil
Obligation per determination period. For more imfation concerning the Oil Obligations, refer to “w&view”.

In March 2006, the Republic purchased in privaa@gactions and retired U.S.$699,553,000 in aggegquéatcipal
amount of its U.S. dollar-denominated Discount Bodde 2020. Subsequently, it redeemed all ofeheming
outstanding principal amount of its Par and Dise¢d@®nady Bonds of all series. The redemption wasgieted on
May 31, 2006. The final outstanding bonds issusdku the 1990 Financing Plan with a current outlitemamount
of U.S.$4.0 million will mature in December 2008.

Capital Market Issues of Public External Debt

Over the past 50 years, despite the debt cristptioenpted the restructuring of its commercial baekt,
Venezuela has paid on a current basis in accordaitceghe terms of the relevant agreements thegfulbunt of
principal and interest due on all publicly-issuemh@ls and notes in the international capital markPtsor to the
consummation of the 1990 Financing Plan, the peéagenof Venezuela’'s external debt represented bgailons
issued in the international capital markets way genall, approximately 5.6% at December 31, 1988nezuela’s
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debt structure has shifted as a result of the Fd8@ncing Plan and subsequent issues of capitdatsainstruments
such that international capital markets obligatioos/ constitute the major portion, approximately®bf
Venezuela’'s total external debt as of DecembefBQ7.

The following table sets out a summary, as of Ddmam31, 2007, of the principal features of the kbeign
outstanding bonds and notes publicly issued inreateapital markets other than the bonds issuesuamt to the
1990 Financing Plan.

Initial
Currency Original Principal Interest Issue Maturity Target
Security of Issué”  Issue Size Outstanding Rate? Date Date Market
(Millions)
ROV 9.25%.......ccccvvuee Uus.s$ 4,000 4,000 9.25% Sept. 97 Sept. 27 USitates
ROV 13.625%.............. Us.$ 753 753 13.625% Aug.®8 Aug. 18 United States
ROV DM-7.375%......... DM 180 180 7.375% Oct. 98 Oct. 08 Germany
ROV €-11.00%.............. € 880 880 11.00% Mar. 1 Mar. 08 Euromarket
ROV ¥ FRN'OS.............. ¥ 17,926 17,926 ¥LIBOR Mar. 01 Mar. 08 Euromarket
+5.93%
ROV €-11.125%............ € 348 348 11.125% Juy®L  July1l  Euromarket
ROV 13.625%............... Uus.s$ 300 300 13.625% Sept. 01 Aug. 18  United States
ROV 5.375%................. Uus.$ 1,500 1,500 5.375% Aug. 03 Aug. 10  Eurontarke
ROV 10.75%.... .. US$ 1,559 1,559 10.75% SeptEGOS Sept. 13 Euromarket
ROV 7.00%.................... Us.$ 1,000 1,000 7.00% Dec. 03 Dec. 18 Venezuela
ROV 9.375%.................. usS.s$ 1,500 1,500 9.375% Jan®4 Jan.34  Euromarket
ROV FRN'11 ................. Uus.s$ 1,000 1,000 LIBOR Apr. 04 Apr. 11 Euromarket
+1.00%
ROV 8.5%......cccccovuune us.s$ 1,500 1,500 8.5% Oct. 04 Oct. 14 Euromarket
ROV €-7.00%................. € 1,000 1,000 7.00% Mar. 05 Mar. 15  Euromarket
ROV ¥ FRN'11............. ¥ 17,926.5 17,926.5 ¥ LIBOR Mar. 05 Mar. 11  Euromarket
+2.51%
ROV 7.00%..................... usS.$ 1,250 1,250 7.00% Nov.®7 Mar.38  Euromarket
Q) Notes issued in Deutsche marks are now beiricee in Euros.
2) Interest is paid on a semi-annual basis exaejphe issues denominated in Deutsche marks araldeuwhich interest is paid
annually and the issue denominated in ¥ on whitdrést is paid quarterly.
3) U.S.$500 million in aggregate principal amoahthese notes were issued initially for cash irgdst 1998. In connection with an

exchange undertaken with BANDES in 2003, referceds the BANDES Exchange, the Republic issued ditianhl U.S.$252.8
million in aggregate principal amount of these sptehich form a single series with the U.S.$50diarilof these notes issued in
1998.

4) €700 million in aggregate principal amountlué$e notes were issued for cash in three sepaaathes during 2001. In connection
with the BANDES Exchange, the Republic issued atitimhal €180 million in aggregate principal amowfthese notes, which form
a single series with the €700 million of these mag$sued in 2001.

(5) €250 million in aggregate principal amountloé$e notes were issued initially for cash in JO9L2 In connection with the
BANDES Exchange, the Republic issued an additi684l3 million in aggregate principal amount of tnestes, which form a
single series with the €250 million of these nasssied in 2001.

(6) U.S.$700 million in aggregate principal amoahthese notes were issued initially for cash opt&aber 19, 2003. On October 23,
2003, the Republic issued an additional U.S.$868lEon in aggregate principal amount of these sptehich form a single series
with the U.S.$700 million of these notes issue&aptember 2003. The additional issuance was digéveen a cash offer to
international investors in an aggregate principabant of U.S.$470 million and an exchange tranalrsyant to which the Republic
issued U.S.$388.5 in aggregate principal amouttiexe notes in exchange for beneficial interespagaréspreviously issued by the
Republic and held by certain of its contractorgiers or their assignees. For more informatiegarding the exchange tranche,
refer to “—Internal Public Debt”.

(@) U.S.$1.0 billion in aggregate principal amoohthese notes were issued in January 2004. lemker 2004, the Republic issued an
additional U.S.$500 million in aggregate principatount of these notes, which form a single series.
(8) U.S.$825,179,000 in aggregate principal amodithese notes were issued on November 15, 200i7N&@ember 27, 2007, the

Republic issued an additional U.S.$424,824,00@gregate principal amount of these notes, whicinfarsingle series.

Source: Ministry of Finance.
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External Private Sector Debt

From March 1989 to July 1994, private sector esgitivere not required to register their foreign enay
denominated indebtedness. As a result, the Govarhhad no official record of any inflows or ouifle of private
sector indebtedness. Upon the implementationreida exchange controls in July 1994, the Goverrtmen
established a procedure for private sector entitieegister their foreign currency indebtedness apply for access
to foreign exchange. Commencing in the third ceraof 1994, private sector entities were permittedegister

their outstanding foreign currency debt with theidad de Registro de la Deuda Externa Privadiad thereafter the
Oficina Técnica de Administracion Cambiarids of November 1995, tHénidad de Registro de la Deuda Externa
Privadaestimated that total private external debt was$h®illion. On April 15, 1996, the Government
announced the elimination of exchange controlstwBen that date until the implementation of excleacontrols in
early 2003, private sector entities had not neg¢deaxbtain governmental authorization to obtain iigmecurrency.
For more information, refer to “The Venezuelan Ewmamy—Exchange Control Regime” for a description @& th
exchange controls currently in effect in Venezuela.

Commercial Bank and Supplier Public External Debt

In recent years, the Government has entered ieihitcagreements with various foreign commercialkdsaand
suppliers of goods and services in order to fingrogects and to procure goods and services. Imymases, the
Government’s obligations under such credit agre¢snare guaranteed by non-commercial risk insuranoeided
by the Export-Import Bank of the United Stateseredd to as Ex-Im Bank, and other bilateral agenofehe
OECD countries.

Following the Government’s imposition of exchangatrols in the first quarter of 2003, on April 2003, Ex-Im

Bank announced that it would not approve additigneranties to Venezuela for the sale of U.S. googsiblic
and private purchasers.
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TABLES AND SUPPLEMENTARY INFORMATION

I. Venezuela’s Funded Internal Debt (as of Decemb@&1, 2007)

Internal Direct Debt of the Republic

Interest Rate

Issuance Date

Final Maturity

Issued Amount
(Millions of U.S.$)

Commercial Bank Loans...........ccccooeeeiinciiciennenn. Various
Suppliers’ Loans...........ccccooeveienienicieeieieeeees Various
Various
Various
Debt with Banco Central
Debt to Equity Conversion Bonds
Decreto 2490, Emisién 1, 1988.............. )
Decreto 1051, Emisién 2, 1990..... . (2)
Decreto 1398, Emisién 3, 1990.............. )
Decreto 2057, Emisién 4, 1991.............. (2)
Decreto 3120, Emisién 6, 1993.............. )
BCV Debt Refinancing Bonds....................... 1)
BCV Debt Refinancing Bonds....................... (2)
BCV Debt Refinancing Bonds....................... 1)
National Public Debt Bonds
(Deuda Publica Nacional-DPN)
Resident Bonds LIBOR + 1%
Deuda Publica Nacional (DPN).................... )
Deuda Publica Nacional (DPN & Vebonos) 1)
Deuda Publica Nacional (DPN & Vebonos) 1)
Deuda Publica Nacional (DPN & Vebonos) 1)
Deuda Publica Nacional (DPN & Vebonos) 1)
Deuda Publica Nacional (DPN & Vebonos) 1)
Deuda Publica Nacional (U.S.9$)................... 1)
Deuda Publica Nacional (U.S.$)................... Q)
Promissory NOtes..........cccceveiiinieiiiieieeniene Fixed
Fixed

Total Funded Internal Debt of the Repubilic.........

Internal Debt of Public Sector Entities Guaranteed
by the Republic...........ccooiviiiiiiic
Total Funded Internal Debt..............ccooveeeiiiiieenn.

(1)
()
©)

Source:

Ministry of Finance.

Dec. 95-Feb. 00

2002
1990
1996

September 1988
June 1990
December 1990
December 1991
August 1993

December 1998
May 2001
July 1997

1983
2002
2003
2004
2005
2006
2007
2006
2007

2003
2004
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Jan. 01-Feb. 05

2003-2005
1997-2003
1999-2003

December 2603
August 2080

December 2601
June 2601
August 2063

December 2601
March 2008
July 2015

18 yEars
1-7 years
1-6 years
1-6 years
3-5 years

5-20 years
5-20 years
10 years
11 years

Outstanding Amount
(Millions of U.S.$)

29.3 0.0
2.8 0.8
11 79.0
1.0 0.1
4.9 79.9
0.3 0.4
53 13.9
0.4 1.0
6.6 21.7
4.8 11.6
17.3 48.6
48.9 60.9
149.3 149.3
3,688.0 0.0
3,903.5 210.2
950.0 75.5
5563.7 182.2
2354 2354
2,703.1 2,703.1
3,755.0 3,755.0
3,880.8 3,880.8
1,999.6 1,999.6
1,075.3 1,075.3
2,149.0 2,149.0
17,301.9 16,055.9
1,413.0 8.6
192.3 64.7
1,605.3 73.3
22,844.8 16,467.8
1.8 0.2
22,846.6 16,468.0

Rate set by Banco Central in accordance wighfdihmulae established by the decrees pursuanhichwhe bonds were issued.
The Republic is currently in the process ofuoenting this debt and is awaiting a legal opirfrom Banco Central.
This debt is in the process of being documefiaegayment by the Republic.



II. Venezuela’s Floating Internal Direct Debt (as é December 31, 2007)

Issued Amount Outstanding Amount
Internal Direct Debt of the Republic Interest Rate Issuance Date  Final Maturity (Millions of U.S.$) (Millions of U.S.$)
Treasury Bonds
(Letras del Tesoro)

Decreto 4227, Emision 68............... Q) January 2005  Less than 364 days 1,860.47 -
Decreto 5164, Emision 69............... (D) January 2006  Less than 364 days 1,720.93 275.58
3,581.40 275.58
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lll. Venezuela’s Funded External Direct Debt (as oDecember 31, 200

Interest Rate

Multilateral Organizations:

Inter-American Development Bank.............cccoceverieennns Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable
Variable

Corporacion Andina de Fomento...............cowmmneenneee.nne. Variable
Variable

Bilateral Agencies:
Various CreditorS........ouvvereeeiiee st emmeee e see e
Various Creditors... .
Various Creditors...
Various Creditors...
Various Creditors...
Various Creditors...
Various Creditors...
Various Creditors...
Various Creditors...
Various Creditors...
Various Creditors... .
Various CreditorS........ouvveieeeiiee e emmeee e seeesee e

Suppliers and Contractors:
Various Creditors............ccvveiiiciiimem e Variable

Various Creditors... Variable
Various Creditors... Variable
Various Creditors... .. Fixed

Various CreditorS........ouueerieeiiee e emmeee e see e Variable

Issue Date

1985-1991
1992
1993
1994
1995
1996
1997
1998

1995-2005
2006

1988-1992

1993
2003

2001
1993-1996
1993-1996

1996
1998
2002
2002
2003
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Final Maturity Currency

1996-2011 uss$
2000-2012 uss$
1999-2018 uss$
2001-2014 uss$
2003-2015 uss$
2004-2021 uss$
2017-2020 uss$
2003-2013 uss$
2004-2025 uss$
2007-2021 uss$
2006-2031 uUss$
2006-2010 uss$
2009-2024 uss$
2009-2030 uss$
2007-2030 uss$

1999-2020 B.s
2007-2016 uss$

942006 SDR

2007-2013 uss
2009-2018 uss

2012-2032 EURO
1998 8 us.s
993-2015 uss
199@1R uss
2010-2030 U.S.$
200112 (URSK:
2005-2014 U.S.$
20p3 us.s$
200212 us.s$
2006-2020 U.S.$
2026-2045 U.S.$
2007-2015 YEN

199162 uss
199303 uss
20032 uss
2003-2012 U.S.$
2002 uss

Principal Amount

Issued Amount

Outstanding

(Millions of Amount
Original (Millions of
Currencyf? u.s.$f
1,011.3 15.3
437.3 33.1
605.3 416.9
211.0 150.3
139.8 49.3
52.0 40.5
57.1 30.2
370.9 135.0
120.0 102.0
75.0 375
80.5 18.1
5.0 0.0
5.0 0.0
235 6.3
750.0 115.0
3,943.7 1,149.6
3,397.4 1,164.5
425.0 300.0
3,822.4 1,464.5
19.2 0.5
0.5
60.0 36.0
2.8 2.8
62.8 38.8
10.0 14.6
87.4 62.9
46.8 102.1
111.7 6.3
102.8 66.4
115.5 29.9
107.5 73.7
42.4 2.7
37.7 19.1
182.6 104.7
14.2 57.8
15,793.6 118.7
659.0
208.8 (5.6)
174.8 (5.1)
15.0 0.9
29.2 17.4
17.2 6.1
445.0 13.7



Principal Amount

Issued Amount

(Millions of
Original
Interest Rate Issue Date Final Maturity Currency Currency)f?

Commercial Banks:
Various Creditors Variable 1998 1993092 CHF 19.6
Various Creditors.... .. Variable 1999 19992 CHF 31.8
Various Creditors Variable 2004 20052 CHF 17.3
Various Creditors 1993 2005-2017 EURO 25.6
Various Creditors.... 1998 2004-2012 EURO 201.3
Various Creditors.... 2001 200m8 EURO 276.1
Various Creditors.... 2001 2002-2010 EURO 38.1
Various Creditors.... 2002 200212 EURO 399.4
Various Creditors.... . 2002 2003-2016 EURO 52.8
Various CreditorS........ouvvereeeiieesiieemmeee e seeesee e Variable 2003 20018 EURO 157.6
Various CreditorS........ouuveieeeiiee e emmeee e seeesee e Variable 2004 200518 EURO 2.8
Various Creditors.... .. Fixed 1993 2006-2010 U.S.$ 59.7
Various Creditors.... i 1996 199710 U.Ss.$ 591.9
Various Creditors.... 1997 19908 U.S.$ 108.5
Various Creditors.... 1998 199®mt2 U.Ss.$ 520.3
Various Creditors.... 1998 2000-2013 U.S.$ 142.8
Various Creditors 1999 2003-2011 U.S.$ 84.0
Various Creditors 1999 2003-2011 U.S.$ 54.0
Various Creditors.... 2000 200013 U.Ss.$ 354.7
Various Creditors.... 2000 2001-2011 U.S.$ 80.8
Various Creditors.... 2001 20023 uss$ 371.4
Various Creditors.... 2001 2002-2013 U.S.$ 72.4
Various Creditors.... 2002 20088 uss$ 459.2
Various Creditors 2002 2006-2011 U.S.$ 43.2
Various Creditors 2003 20013 uss$ 417.6
Various Creditors.... 2003 2006-2011 U.S.$ 16.2
Various Creditors.... . 2004 20052 uUss$ 427.6
Various CreditorsS........cuueieeiiiieeeciiiemmmiiee e e e Variable 2005 200812 U.S.$ 62.7
Bonds:
DM — 10.0090 .....uueeeeiiiieeeeaeiiiiiiibie s eeeee e 10.000% 1998 2008 DM 180.0
Debt Conversion - US$ (Series DL) .LIBOR +7/8% 1990 1997-2008 STG 1941
Global Bonds — 11.00%................... .. 11.000% 2001 2008 EURO .880
Global Bonds — 5.375%... 5.375% 2003 2010 U.S.$ 1,500.0
Global Bonds — 11.125%. 11.125% 2001 2011 EURO 344.
Global Bonds — 10.75%... .. 10.750% 2003 2013 uss$ 559,0
Global BONdS — 8.50%0.....cccuvveiiieeriiieiireseesnieeenieeeneeenens 8.500% 2004 2014 Uss$ 500,0
Global BONAS — 5.75%0.....cccuveeiiiesiiiesieeneesnieeenieeeseeenens 5.750% 2005 2016 U.Ss.$ 500,1
Global BoNds — 7.00%0......ccuveeiiieriiieiireneesnieeenieneseeenens 7.000% 2005 2015 EURO 00,0
Global Bonds — 13.625% Callable . 13.625% 2001 2018 uss$ 300.0
Global Bonds — 13.625%.......... . 13.625% 1998 2018 uUss$ .852
Global Bonds — 7.00%..... .. 7.000% 2003 2018 Uss$ 000,0
Global BoNds — 6.00%6...........ueeeeiiiiieeniieeniiieeessiiieeeees 6.000% 2005 2020 U.S.$ 500,1
Global BONdS — 7.65%0.......ccuuviieiiiiiieciieaesiiee e 7.650% 2005 2025 U.S.$ 599,8
Global BoNds — 9.25%.......ccuuiiiiiiiiieeciiee e 9.25% 1997 2027 U.S.$ 08,0
Global Bonds — 7.00%..... 7.00% 2007 2038 U.S.$ 50,2
Global Bonds — 9.375%... .. 9.375% 2004 2034 U.S.$ 00,8
USD FRN 2011............. .. LIBID + 1% 2004 2011 SB 1,000.0
JPY FRN 2011, ..t LIBOR +5.93% 2001 030 JPY 17,926.5
TOtAL et

Q) Debt classification by source of finance wagisigéd according to th8istema de Gestién de Deuslgstem criteria.

2) Expressed in units of original currencies.

3) Debt incurred in currencies other than U.Slaislat the respective exchange rates as of Decesth2007.

4) Subject to court order suspending payments.

Source:  Ministry of Finance.
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Outstanding
Amount
(Millions of
u.s.$f¥

15
6.5
10.9
29.9
155.5
0.8
54.2
318.4
4338
147.1
17.6
44.9
3.8
35
265
386
47
115
85.0
133
97.4
19.7
221.4
17.7
141.9
3.1
93.9
36.2
1,649.3

134.5
4.0
1,285.4
1,490.0
503.0
1,539.5
1,498.0
1,500.1
1,310.0
300.0
752.8
1,000.0
1,500.1
1,597.8
3,998.0
1,250.0
1,489.0
1,000.0
160.5

22,312.7

27,288.0



REGISTRATION AND BOOK-ENTRY SYSTEM

Each Series of the Bonds will be represented byoomaore registered global notes (the “Global Bjhdshich
will be deposited with the Fiscal Agent, as cusaodior DTC, and registered in the name of Cede & €9
nominee of DTC. Until June 17, 2008, the Bonds matybe offered, sold or delivered within the Uditgtates or
to, or for the account or benefit of, U.S. persons.

So long as DTC, or its nominee, is the registergday or holder of a Global Bond, DTC or such noreines the
case may be, will be considered the sole owneplateh of the Bonds represented by such Global Bondll
purposes under the Fiscal Agency Agreement an8aomels (except with respect to the determinatioAdditional
Amounts owing). Payments of the principal, intesesd Additional Amounts, if any, on the Global Bierwill be
made to DTC or Cede & Co. as its nominee, as thistexred owner thereof. None of the Republic,Riseal Agent
or any paying agent will have any responsibilityliability for any aspect of the records relatirgdr payments
made on account of beneficial ownership interesthé Global Bonds or for maintaining, supervisimgeviewing
any records relating to such beneficial ownershtpriests.

The Republic expects that DTC, or its nominee, ugeeipt of any payment of principal, interest atditional
Amounts, if any, in respect of a Global Bond repréggg any of the Bonds held by it or its nomine#,
immediately credit DTC Participants’ (as definedolp® accounts with payments in amounts proportierfakcept
with respect to Additional Amounts) to their respee beneficial interests in the principal amouhsoch Global
Bond as shown on the records of DTC or its nomiriEee Republic expects that payments by Eurocledr a
Clearstream, Luxembourg to owners of beneficiadri@sts in such Global Bond will be governed by ditaon
instructions and customary practices, as is novedse with securities held for the accounts ofarasts registered
in the names of nominees for such customers. Bagiments will be the responsibility of Eurocleadan
Clearstream, Luxembourg.

Unless DTC notifies the Republic that it is unwitlior unable to continue as depositary for the &@l@onds or
ceases to be a “clearing agency” registered utdeUhited States Securities Exchange Act of 1934 ‘EExchange
Act”), or an Event of Default has occurred andastinuing, owners of beneficial interests in a GlbBond will

not be entitled to have any portion of such Gldbahd registered in their names, will not receivéerentitled to
receive physical delivery of the Bonds in certifad form and will not be considered to be the owrmarholders of
any Bonds under the Fiscal Agency Agreement. titexch, no beneficial owner of an interest in a kdbBond

will be able to transfer that interest except in@dance with DTC'’s applicable procedures (in addito those
under the Fiscal Agency Agreement referred to nemeid, if applicable, those of Euroclear and Cleeasn,
Luxembourg).

If DTC is at any time unwilling or unable to conimas a depositary or ceases to be a “clearingcgan
described in the preceding paragraph and a suacgspositary is not appointed by the Republic withd days
thereafter, or an Event of Default has occurrediarmbntinuing, the Republic will issue certificatior the Bonds in
definitive registered form in exchange for the GlbBonds. The Bonds are not issuable in bearemn.forhe holder
of a definitive registered Bonds may transfer sBonds as described above under “Description oBitveds—
Replacement, Exchange and Transfer”. The costegfguing, printing, packaging and delivering thenBs shall be
borne by the Republic.

Neither the Fiscal Agent nor any other transfemagall register the exchange of interests in@&l Bond for
definitive Bonds of a Series for a period of 15 slpyeceding the due date for any payment of prad@por interest
on the Bonds of such Series.

A description of the certificated Bonds, and thegadures for transfer, exchange and replacemersrtficated

Bonds are contained in the Fiscal Agency Agreemanapy of which is available at 60 Wall Street” Zloor, MS
NYC 60-2710, New York, New York 10005.
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BANCO CENTRAL UNDERTAKING

The description of the Banco Central Undertakinghiis section is a summary and is not completecaBse it is
only a summary, the description may not contaiarimftion that is important to you as a potentiatéstor.
Therefore, you should read the Banco Central Uradéng in making your decision on whether to inveshe
Bonds.

Venezuela has irrevocably and unconditionally agjtbat each payment to be made by Venezuela uhddédnds
shall be effected through Banco Central under aeeagent referred to as the Banco Central Undergakifor that
purpose, Venezuela has instructed Banco Central to:

. execute and deliver an undertaking in favor offfiezal Agent, each paying agent and the holders of
the Bonds; and

. in accordance with the terms of that undertakiegyit U.S. dollars in the amount of each payment of
principal and interest on the Bonds at the time glade designated for the Bonds.

In conjunction with the Banco Central Undertakikgnezuela has irrevocably and unconditionally agjtee

. deposit at Banco Central the Bolivares Fuertesiredjfior each payment prior to the date such
payment is required to be made; and

. deliver in a timely fashion to Banco Central théhanizations necessary for it to effect the require
conversions of Bolivares Fuertes into U.S. dollars.

Venezuela has agreed that Venezuela’'s deposihdkfwith Banco Central shall not be deemed to dotest
payment to any holder of such Bonds of any amoagéple to such holder. The law of the State of Nenk will
govern the Banco Central Undertaking.

Once Venezuela deposits with Banco Central thevBads Fuertes required for a payment due undeBomels and
provides Banco Central with the authorizations seagy for it to convert the Bolivares Fuertes ldt8. dollars,
Banco Central will have a separate and indepermdigation to remit U.S. dollars to the Fiscal Agér payment
to the holders of the Bonds.

Banco Central has agreed that any legal proceedjagst it or its properties, assets or revenuesimection with
a Banco Central Undertaking may be brought excélgiin: the Supreme Court of the State of New Y@&kunty
of New York; the United States District Court fbietSouthern District of New York; the High CourtXfstice,
England, the courts of Venezuela that sit in Cesagal, only in special circumstances describedarBanco
Central Undertaking, in another court that hassplidtion or is otherwise competent to hear andrdete the legal
proceeding. Banco Central has irrevocably waivegdabjection which it now has or may later acquireéhe laying
of venue in any of these courts and has also wdieetthe extent it is permitted to do so by apglledaw) any right
to claim that any of these courts is an inconverfiemm.

Banco Central has agreed to waive and not claimramunity from suit, from jurisdiction of the cousihd from
any other legal or judicial process or remedy, toch Banco Central or its revenues, assets or ptiepeare
entitled, in any legal proceeding in one of thertoapecified above with respect to a Banco Cehtralertaking,
including immunity from post-judgment attachmentl axecution (but not from pre-judgment attachmeat a
except for certain processes and remedies moredabcribed in the Banco Central Undertaking).
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CLEARING AND SETTLEMENT

Transfers within DTC, Euroclear and Clearstreanxdrabourg will be in accordance with the usual raed
operating procedures of the relevant system. Gmeket transfers between investors who hold or whichold
Bonds through DTC and investors who hold or willchBonds through Euroclear and/or Clearstream, imb®urg
will be effected in DTC through the respective defaries of Euroclear and Clearstream, Luxembourg.

Upon the issuance of the Global Bonds, DTC orutgadian will credit, on its internal system, tlespective
principal amount of the individual beneficial intsts represented by such Global Bonds to the atxofipersons
who have accounts with DTC. Such accounts injtiadll be designated by or on behalf of the Dedlemagers.
Ownership of beneficial interests in a Global Bamdmited to persons who have accounts with DTOTC
Participants”), including Euroclear and Clearstreaoxembourg, or indirect DTC participants. Owriepsof
beneficial interests in the Global Bonds are shownand the transfer of that ownership may be &ftEonly
through, records maintained by DTC or its nomingigh(respect to interests of DTC Participants) #rmerecords
of DTC Participants (with respect to interestsrafifect DTC participants).

Euroclear and Clearstream, Luxembourg hold omnfimsitions on behalf of their participants througistomers’
securities accounts for Euroclear and Clearstréamembourg on the books of their respective depasis, which
in turn hold such positions in customers’ secwsiiecounts in such depositaries’ names on the bafdB3 C.

Since the purchaser determines the place of dgliites important to establish at the time of trede where both
the purchaser’s and seller’'s accounts are locatethsure that settlement can be made on the desiheel date.
Although DTC, Euroclear and Clearstream, Luxembdwage agreed to the following procedures in order t
facilitate transfers of interests in the Global Beramong participants of DTC, Euroclear and Cleaast,
Luxembourg, they are under no obligation to perfemeontinue to perform such procedures, and suobeulures
may be discontinued at any time. Neither the RBpulor the Fiscal Agent will have any responstlifior the
performance by DTC, Euroclear or Clearstream, Luxeung or their respective participants or indirpatticipants
of their respective obligations under the rules pratedures governing their operations.

Trading between DTC Participant&econdary market trading of Bonds represented dé¥lobal Bonds between
DTC participants will trade in DTC’s Same-Day Furkttlement System and will therefore settle inesalay
funds.

Trading between Clearstream, Luxembourg and/or Elear participants. Secondary market trading between
Clearstream, Luxembourg participants and/or Euargbarticipants will be settled using the proceduapplicable
to conventional eurobonds in same-day funds.

Trading between DTC seller and Clearstream, Luxamdpor Euroclear purchaserWhen interests are to be
transferred from the account of a DTC Participarttie account of a Clearstream, Luxembourg paditipr a
Euroclear participant, the purchaser will sendringfons to Clearstream, Luxembourg or Eurocleesugh a
Clearstream, Luxembourg or Euroclear participasth& case may be, at least one business dayt@iettiement.
Clearstream, Luxembourg or Euroclear will instritstrespective depositary to receive such inteaigainst
payment. Payment will include interest accruedach beneficial interest in the Global Bond frond amcluding
the last interest payment date to and excluding¢téement date. Payment will then be made bydpsitary to
the DTC Participant’s account against deliveryref interest in the Global Bond. After settlemegss been
completed, the interest will be credited to thepesedive clearing system, and by the clearing systeraccordance
with its usual procedures, to the Clearstream, mb@urg participant’s or Euroclear participant’s @aot. The
securities credit will appear the next day (Europgime) and the cash debit will be back-valuedata] the interest
on the Global Bond will accrue from, the value davaich would be the preceding day when settleroentirred in
New York). If settlement is not completed on theended value daté€., the trade fails), the Clearstream,
Luxembourg or Euroclear cash debit will be valuestéad as of the actual settlement date.

Clearstream, Luxembourg participants and Eurogdeaticipants will need to make available to thepesdive
clearing system the funds necessary to process-daynfunds settlement. The most direct means ofgdso is to
preposition funds for settlement either from caskhand or existing lines of credit, as such pgrtaits would for
any settlement occurring within Clearstream, Luxemly or Euroclear. Under this approach, such gigeints may
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take on credit exposure to Clearstream, Luxembouiguroclear until the interests in the Global Bamd credited
to their accounts one day later.

As an alternative, if Clearstream, Luxembourg ordelear has extended a line of credit to a Cleaasir,
Luxembourg or Euroclear participant, as the casg Inea such participant may elect not to prepositiords and
allow that credit line to be drawn upon to finasettlement. Under this procedure, Clearstreamembourg
participants or Euroclear participants purchasiigriests in a Global Bond would incur overdraftrges for one
day, assuming they cleared the overdraft whenritezésts in the Global Bond were credited to thegounts.
However, interest on the Global Bond would accroenfthe value date. Therefore, in many casestesiment
income on the interest in the Global Bond earnethduhat one-day period may substantially reduceffset the
amount of such overdraft charges, although thisltegll depend on each participant’s particulastof funds.

Since the settlement is taking place during NewkMausiness hours, DTC Participants can employ tial
procedures for transferring interests in the Glddaihd to the respective depositaries of Clearstréamembourg
or Euroclear for the benefit of Clearstream, Luxennly participants or Euroclear participants. Take proceeds
will be available to the DTC seller on the settlatngate. Thus, to the DTC Participants, a crosgcataale
transaction will settle no differently than a traaktween two DTC participants.

Trading between Clearstream, Luxembourg or Euracéetier and DTC purchaserDue to time zone differences
in their favor, Clearstream, Luxembourg and Euraciearticipants may employ their customary, procesldor
transactions in which interests in a Global Boreltarbe transferred by the respective clearingesysthrough its
respective depositary, to a DTC Participant, axtdse may be, at least one business day priotttersent. In
these cases, Clearstream, Luxembourg or Eurocl#ldnstruct its respective depositary to delivhetinterest in
the Global Bond to the DTC Participant’s accourdiagt payment. Payment will include interest aedran such
beneficial interest in the Global Bond from andlirting the last interest payment date to and exctuthe
settlement date. The payment will then be refbatethe account of the Clearstream, Luxembourgjgipant or
Euroclear participant the following day, and ret¢eipthe cash proceeds in the Clearstream, Luxengbou
Euroclear participant’s account would be back-vdltethe value date (which would be the precedang @vhen
settlement occurred in New York). Should the G3&gaam, Luxembourg or Euroclear participant haliaeaof
credit in its respective clearing system and diedte in debit in anticipation of receipt of théesproceeds in its
account, the back-valuation may substantially redurcoffset any overdraft charges incurred ovet time-day
period. If settlement is not completed on thended value date.€., the trade fails), receipt of the cash proceeds in
the Clearstream, Luxembourg or Euroclear partidigaaccount would instead be valued as of the dsetdement
date.

The information in this section concerning DTC, &alear and Clearstream, Luxembourg and their badkye
system has been obtained from sources the Rephdll&ves to be reliable, and the Republic makes no
representation or warranty with respect theretbeothan that such information has been accuratehacted
and/or summarized from such sources.

Although DTC, Euroclear and Clearstream, Luxembdwage agreed to the foregoing procedures to fatalit
transfers of interests in the Global Bonds amontjgigants in DTC, Euroclear and Clearstream, Lukenrg, they
are under no obligation to perform or to continag@érform such procedures and such procedures may b
discontinued at any time. Neither the RepublictherFiscal Agent will have any responsibilities floe
performance or by DTC, Euroclear or Clearstreanmxdrmbourg or their respective participants or inclire
participants of their respective obligations untter rules and procedures governing their operations
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VENEZUELAN TAXATION
The following is a general description of certaiarézuelan tax aspects of the Bonds and does npbpuo be a
comprehensive description of the tax aspects oBtirals. Prospective purchasers should consult thgiadvisors
as to the tax laws and the specific tax consequeotacquiring, holding and disposing of the Bonds.

Purchasers of Bonds may be required to pay staxgs &nd other charges in accordance with the ladpeactices
of the country of purchase other than Venezuela.

Under existing laws and regulations in Venezueiterest payments made in respect of the BondsdRé#public
will not be subject to Venezuelan income tax oreotfienezuelan taxes.

Capital gains resulting from the sale or other d#spion of the Bonds will not be subject to Vendanencome or
other Venezuelan taxes.
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NOTICE TO VENEZUELAN INVESTORS
General

The Republic has made the regulatory adjustmersgsrited in this section prior to the issuance efBonds in
order to facilitate the purchase of the Bonds bypasielan investors.

The Republic, through the Ministry of Finance arahBo Central, enacted Foreign Exchange AgreemendNo
dated July 22, 200@onvenio Cambiario No. 4)o allow the purchase in Venezuela of the Bondsxchange for
Bolivares Fuertes at the official exchange raterenily at Bs.F 2.15 = U.S.$1.00. Foreign ExchaAgesement
No. 4 authorized the primary purchase of PubliceExdl Indebtedness of the Republic by payment iifvBes
Fuertes. In accordance with the provisions of &t of Foreign Exchange Agreement No. 4, secgnaarket
sales and purchases of Bonds in Bolivares Fuerdgsnut take place without the authorization of Bagentral,
which it may grant at its discretion.

Payment for the Bonds on Initial Issuance

Investors in Venezuela may purchase and pay fodBamBolivares Fuertes at the official exchande od Bs.F
2.15=U.5.% 1.00. Purchases must be made byargh a financial institution or broker/dealer thats an account
at Banco Central by instructing Banco Central tbitléhe institution’s account in Bolivares Fuertesn amount
equal to the purchase price of the Bonds at theiaffiexchange rate.

Allocation of the Bonds

The Republic, through the Ministry of Finance, peilglannounced that it intends to allocate: (i)ta0% of the
aggregate principal amount of the Bonds to comsadi@niciled in Venezuela whose corporate purposedes
productive activities in the food, health and calpifoods sectors of the Venezuelan economy wheegistered
with CADIVI's Foreign Exchange System Users’ RegistReqgistro de Usuarios del Sistema de Administradign
Divisas or “RUSAD” (“Category | Investors”), and (ii) theest with investors who are domiciled or resident
Venezuela, including legal entities that do notlifpas Category | Investors.
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DEALER MANAGERS

The Republic has entered into a Dealer Managerekxgeat dated as of April 21, 2008 with Deutsche Bank
Securities, Inc. and Barclays Bank PLC (colleciyéhe “Dealer Managers”) pursuant to which the iR#jg (a)
has retained the Dealer Managers to act on behtiedRepublic as dealer managers in connection thi¢ offering
of the Bonds, (b) has paid the Dealer Managerg &dgial to 0.20% of the aggregate principal amotitite Bonds,
and (c) has agreed to indemnify the Dealer Manaagamst certain liabilities, including liabilitiesxder the
Securities Act of 1933, as amended (the “Securiiet).

The Bonds have not been, and will not be, regidtereler the Securities Act and may not be offemesbtd in the
United States or to, or for the account or berafit).S. persons unless an exemption from the tredjien
requirements of the Securities Act is availablee Trealer Managers have agreed to solicit offersiflerBonds only
in offshore transactions in reliance on Regulafonnder the Securities Act. Each of the Dealer adans has
agreed that neither it nor any of its affiliates aay person acting on its behalf would make angatiéed selling
efforts in the United States. Terms used in thisagraph have the meanings given them in Regul&ionder the
Securities Act.

Until June 17, 2008, any offer or sale of the Bowithin the United States by any dealer (whethenatr
participating in the offering of the Bonds) may leite the registration requirements of the Secwrifiet.

The Dealer Managers and certain of their affilidtase engaged in transactions with and performedus
banking and investment banking and other servicetheé Republic and may continue to do so from timéme in
the future.

No action has been or will be taken in any jurigdit by the Republic or any of the Dealer Managked would

permit a public offering of the Bonds, or possessio distribution of this Listing Memorandum or aother
offering material, in any country or jurisdictiorhere action for that purpose is required.
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VALIDITY OF THE BONDS

The validity of the Bonds will be passed upon fanézuela by Ramos Ferreira y Vera, S.C., Venezwelansel to
the Republic, and by Arnold & Porter LLP, New YoMew York, United States counsel to Venezuela,fanthe
Dealer Managers by Shearman & Sterling LLP, Newky dlew York, United States counsel to the Dealer
Managers, and by D’Empaire Reyna Abogados, Venanumunsel to the Dealer Managers. As to all mate
Venezuelan law, Arnold & Porter LLP may rely on thyginion of Ramos Ferreira y Vera, S.C. and Shear&a
Sterling LLP may rely on the opinion of D’Empaireyha Abogados. As to all matters of United Sthtes
Ramos Ferreira 'y Vera, S.C. may rely on the opimibArnold & Porter LLP and D’Empaire Reyna Abogadoay
rely on the opinion of Shearman & Sterling LLP.

GENERAL INFORMATION
Due Authorization

The creation and issuance of the Bonds was auttbparsuant to the Organic Law of the Financial Adstration

of the Public Sector, the approvals of the PermaRegrance Committee of the Venezuelan National Adsg N°
CPF EXT- N° 02-1 and N° CPF EXT- N° 03, dated Jaypu#®, 2008 and N° CPF EXT- N° 098, dated Febrizdry
2008, and by the approvals of the President oRi&eublic in consultation with the Council of Miréss Consejo

de Ministro$ N° 559, dated February 26, 2008 and N° 041 da&dtuary 21, 2008. Banco Central’s participation
in the transaction has been authorized by the BoBdrectors of Banco Central on April 29, 2008.

Listing and Listing Agent

Application has been made to list the Bonds or(ffieial List of the Exchange and to trade the Bsiwd the Euro
MTF market of the Exchange. For so long as thedBanre listed on the Official List of the Excharagel the rules
of the Exchange so require, notices will be puldisin a leading newspaper having general circulatio
Luxembourg (which is expected to bexemburger Wojtor by publication on the website of the Exchaage
http://www.bourse.lu.

The Luxembourg listing agent, from whom copieshaf Listing Memorandum, the Fiscal Agency Agreenzartd
the Dealer Manager Agreement may be obtained ireinlbourg, is Deutsche Bank Luxembourg S.A., 2 Bargdv
Konrad Adenauer, 1115 Luxembourg.

Except as disclosed in this Listing Memorandumreh®as been no material adverse change in thd, fesmanomic
or political condition or affairs of the Issue stnDecember 31, 2006, which is material in the cdrdgéthe issue of
the Bonds.

Litigation

Except as described herein, neither the Republi@np Governmental Agency of the Republic is inealvin any
litigation or arbitration or administrative proceéeds relative to claims or amounts that are maltérithe context of
the issuance of the Bonds and that would matergadty adversely affect the Republic’s ability to triee
obligations under the Bonds and the Fiscal AgengseAment with respect to the Bonds. No such litigeor
arbitration or administrative proceedings are pegdir, so far as the Republic is aware, threatened.
Documents Relating to the Bonds

Copies of the Fiscal Agency Agreement and the fofilmond may be inspected during normal businessshoul
any day, except Saturdays, Sundays and publicdalicht the offices of the Fiscal Agent and thedmkourg
paying agent and transfer agent specified on thidérback cover of this Listing Memorandum.

Where You Can Find Additional Information

The SEC maintains an Internet site (www.sec.ga&) tontains reports and other information regardssgers that
file electronically with the SEC. Copies of repoand information filed with the SEC by the Repapbiincluding its
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annual report on Form 18-K for the fiscal year ehBecember 31, 2006, will be available free of geaat the
office of the Luxembourg Listing Agent.

Clearing

The Bonds due 2023 have been accepted into DT@k-bnotry settlement system. The Bonds due 2023 haea
accepted for clearance and settlement through lEaoand Clearstream, Luxembourg.

CUSIP ISIN Common Code
P17625AA5 USP17625AA59 036133643

The Bonds due 2028 have been accepted into DT@k-bntry settlement system. The Bonds due 2028 baen
accepted for clearance through Euroclear and Gtears, Luxembourg.

CUSIP ISIN Common Code
P17625AB3 USP17625AB33 036133678
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