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LISTING MEMORANDUM

.
Bolivarian Republic of Venezuela
U.S.$3,000,000,000 12.75% Amortizing Bonds due 2022 (the “Bonds”)

The Bonds will bear interest at the rate of 12.75% per annum, accruing from August 23, 2010 and will pay interest
on August 23 and February 23 of each year, commencing February 23, 2011. The Bolivarian Republic of Venezuela
(the “Republic” or “Venezueld') will pay the principal of the Bonds in three equal annual installments on August 23
of each year, commencing on August 23, 2020. The Bonds will mature on August 23, 2022. The Bonds are not
redeemable prior to maturity, except for the regularly scheduled amortization of principal for the Bonds, and are not
entitled to the benefit of any sinking fund. The Bonds are direct, unconditional and unsecured obligations of
Venezuela. Venezuela has applied to list the Bonds on the Official List of the Luxembourg Stock Exchange (the
“Exchange”) and to trade the Bonds on the Euro MTF market of the Exchange.

The Bonds are designated Collective Action Securities and, as such, contain provisions regarding future
modificationsto their terms that differ from those applicable to a substantial portion of Venezuela s outstanding
public issues of capital market indebtedness. Under these provisions, which are described in the section entitled
“Description of the Bonds—M eetings and Amendments’ in this Listing Memorandum, Venezuela may amend the
payment provisions and certain other terms of the Bonds with the consent of the holders of 75% of the aggregate
principal amount outstanding of the Bonds.

The provisions relating to events of default in the Bonds differ from those contained in the majority of Venezuela's
other outstanding public issues of capital market indebtednessin that the Bonds do not contain an event of default
provision that would be triggered if Venezuela were to cease at a future date to maintain its membership in the
International Monetary Fund (“IMF”") or to cease to be eligible to use the general resources of the IMF.

Issue Price: 100%
plus accrued interest, if any, from August 23, 2010

Delivery of the Bonds will be made on August 23, 2010 through the book-entry facilities of The Depositary Trust
Company (“DTC") and itsdirect and indirect participantsincluding Euroclear Bank SA/NV (“Euroclear”) and
Clearstream Banking, société anonyme (“Clearstream, Luxembourg”).

See “Risk Factors’ beginning on page 6 to read about certain risksyou should consider beforeinvesting in
the Bonds.

Y ou should read this Listing Memorandum carefully before you invest.

The Bonds have not been, and will not be, registered under the United States Securities Act of 1933, as
amended (the “ Securities Act”), or with any securitiesregulatory authority of any state or other jurisdiction
of the United Statesand are subject to United Statestax law requirements. The Bonds are being offered
outside the United Statesin accordance with Regulation Sunder the Securities Act (“Regulation S”) and may
not be offered, sold or delivered within the United States or to, or for the account or benefit of, U.S. persons
asdefined in Regulation S except to personsin offshoretransactionsin reliance on Regulation S. ThisListing
Memorandum has been prepar ed by the Republic solely for usein connection with the offer and sale of the
Bonds outside the United States pursuant to Regulation S.

Credit Suisse Deutsche Bank Securities

This Listing Memorandum is dated as of August 23, 2010.
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Y ou should rely only on the information contained in this Listing M emorandum. The Republic has not
authorized anyoneto provide you with different or additional information. The Republicisnot making an
offer of the Bondsin any jurisdiction where the offer or saleisnot permitted. You should not assumethat the
infor mation provided by thisListing Memorandum is accur ate as of any date other than the date on the front
of thisListing Memorandum. The financial condition and prospects of the Republic may have changed since

that date.
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ABOUT THISLISTING MEM ORANDUM

The Republic, having made all reasonable inquiries, confirms that this Listing Memorandum contains all
information with respect to the Republic and the Bonds which is materia in the context of the issue and offering of
the Bonds, that such information istrue and accurate in all material respects and is not misleading, that the opinions
and intentions expressed herein are honestly held, have been reached after considering all relevant circumstances
and are based on reasonable assumptions, and that, to the best of the Republic’s knowledge and belief, there are no
other facts the omission of which would make any such information or the expression of any such opinions and
intentions materially misleading. The Republic accepts responsibility accordingly.

Neither Credit Suisse Securities (Europe) Limited nor Deutsche Bank Securities Inc. (together the “Dealer
Managers’) makes any representation or warranty, express or implied, as to the accuracy or completeness of this
information, and nothing contained in this Listing Memorandum is, or shall be relied upon as, a promise or
representation, whether asto the past or the future. The Dealer Managers have not independently verified any of
such information and do not assume any responsibility for its accuracy or completeness. The Dealer Managers do
not warrant that no events have occurred that have not yet been publicly disclosed by the Republic and that would
affect the accuracy or completeness of the information concerning the Republic included herein. Each person
receiving this Listing Memorandum acknowledges that (i) such person has not relied on the Dealer Managers or any
person affiliated with the Dealer Managers in connection with its investigation of the accuracy of such information
or itsinvestment decision, and (ii) no person has been authorized to give any information or to make any
representation concerning the Republic or the Bonds other than as contained herein and, if given or made, any such
other information or representation by such persons should not be relied upon as having been authorized by or made
on behalf of the Republic or the Dealer Managers.

This Listing Memorandum does not constitute an offer of, or an invitation by or on behalf of the Republic or the
Dealer Managers to purchase, any of the Bonds. The Listing Memorandum may only be used for the purposes for
which it has been published. The distribution of this Listing Memorandum and the offer and sale of the Bonds in
certain jurisdictions may be restricted by law. Persons into whose possession this Listing Memorandum comes are
required by the Republic and the Dealer Managers to inform themsel ves about and to observe any such restrictions.
For a description of certain further restrictions on offers and sales of the Bonds and distribution of this Listing
Memorandum, see “Dedler Managers’.

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

The Republic is aforeign sovereign state. Consequently, it may be difficult for investors to obtain or realize upon
judgments of courts in the United States against the Republic. See “Enforcement of Civil Liabilities’ and “Risk
Factors—L egal Status and Enforcement” in this Listing Memorandum.

Unless otherwise specified or the context requires, referencesto “dollars’, “U.S. dollars’, “U.S.$" and “US$’ areto
United States dollars; referencesto “Bolivares’ and “Bs.” are to Venezuelan Bolivares, the currency of Venezuelg;
referencesto “Euro”, “EUR” and “€” are to the lawful currency of the European Union; referencesto “¥’ areto
Japanese yen; and references to “bpd” are to barrels per day. As used in this Listing Memorandum, the term
“billion” means one thousand million, or 1,000,000,000, and the term “trillion” means one thousand billion, or
1,000,000,000,000. Historical amounts translated into Bolivares or U.S. dollars have been converted at historical
rates of exchange, unless otherwise stated. Unless otherwise noted herein, all referencesto Venezuelan Bolivares
refer to nominal Bolivares. Certain amounts that appear in this Listing Memorandum have been rounded for ease of
presentation. Accordingly, figures shown as totals in certain tables may not represent an arithmetical aggregation of
the amounts that precede them.

Pursuant to Decree No. 5,229 of the President of the Republic, as published in the Official Gazette No. 38,638 of
March 6, 2007, the government of Venezuelaimplemented a redenomination of the Bolivar, which became fully
effective on January 1, 2008. Under the redenomination plan, all amounts expressed in the national currency before
the redenomination were thereafter divided by 1,000. In sum, the measure established a new monetary scale that
eliminated three zeroes from all denominations of the national currency. In preparation for the conversion, the
adjective “Fuerte” was, for atransition period ended on January 1, 2009, added to the word “Bolivar”, to make it
“Bolivar Fuerte.” Additionaly, al prices had to be expressed in both Bolivares and Bolivares Fuertes from October



1, 2007 until January 1, 2008. Thetitle “Bolivar Fuerte” was rescinded on January 1, 2009. Since that date, the
domestic currency of Venezuelais again officially referred to as the Bolivar. Accordingly, all references hereinto
Venezuela s currency will be to the Bolivar or Bolivares (and not the Bolivar Fuerte or Bolivares Fuertes). Except
as expressly noted herein, all Bolivar figuresincluded in this Listing Memorandum, whether for periods prior to or
after the effective date of the redenomination plan, are expressed in redenominated Bolivares. Effective January 1,
2008, the U.S. dollar exchange rate was set at Bs.2.14 = U.S.$1.00 for purchase operations and Bs.2.15 = U.S.$1.00
for sale operations.

On January 8, 2010, the government of V enezuela established a new dual exchange rate regime. According to
Convenio Cambiario No. 14, the Ministry of Popular Power for Planning and Finance (the “Ministry of Finance”),
together with Banco Central de Venezuela (“Banco Central”), established an exchange rate of Bs.2.60 = U.S.$1.00
for essential goods, including food, health, imports of machinery and equipment, science and technology, as well as
all non-petroleum public sector transactions and other special cases. The exchange rate for all other transactions
was set at Bs.4.30 = U.S.$1.00.

Theinitia placement of the Bonds will be made through Banco Central’s SICOTME (System for the Initial
Placement of Bonds denominated in Foreign Currency) pursuant to Resolution No. 10-06-02 issued by Banco
Central’s Board of Directors on June 10, 2010. Only financial institutions authorized by Banco Central may place
orders with SICOTME, for their own account or for their clients' accounts.



FORWARD-LOOKING STATEMENTS

This Listing Memorandum contains forward-looking statements. Statements that are not historical facts, including
statements about Venezueld' s beliefs and expectations, are forward-looking statements. Specifically, words such as
“anticipates’, “estimates’, “expects’, “intends’, “plans’, “seeks’, “believes’ and “will”, and words and terms of
similar substance used in connection with any discussion of future economic, socia or political developments,
identify forward-looking statements. These statements are based on current plans, objectives, estimates and
projections and you should not place undue reliance on them. Forward-looking statements speak only as of the date
they are made, and V enezuela undertakes no obligation to update any of them in light of new information or future
events. Forward-looking statements include, but are not limited to:

Venezueld s statements regarding its prospects for continued political stability;
Venezueld s plans with respect to the implementation of its economic plan;
Venezuela s outlook for inflation, interest rates and its fiscal accounts; and

Venezuela s success in the development of the non-petroleum sectors of its economy.

Forward-looking statements involve inherent risks. Venezuela cautions you that many factors could affect the future
performance of the Venezuelan economy. These factors include, but are not limited to:

External factors, such as:

higher international interest rates, which could increase Venezuela' s debt service requirements and
require a shift in budgetary expenditures toward additional debt service;

lower oil prices, which could decrease Venezuela' s fiscal and foreign exchange revenues and could
negatively affect Venezuela stax receipts, the balance of payments and the level of international
reserves,

recession or low growth in Venezueld' s trading partners, which could lead to fewer exports from
Venezuelaand, therefore, affect Venezuela s growth;

damage to and volatility in the international capital markets for emerging markets issuers caused by
economic conditions in other emerging markets and the international capital markets generally, which
could affect Venezuela's ability to engage in planned borrowing;

changes in import tariffs and exchange rates of other countries, which could harm Venezuelan
exporters and, as a consequence, have a negative impact on the growth of Venezuela s economy;

changesin the international prices of commodities; and

adeterioration in relations between Venezuela and other countriesin the region or other disruptions to
its international relations.

Internal factors, such as:

the effect of the Venezuelan Government’ s exchange control regime on the ability of domestic and
international businesses to obtain foreign currency to pay for imported goods and raw materials, as
well as Venezuela's ability to continue to attract foreign investment;

the Venezuelan Government’ s ability to pass legislation in support of Venezuela' s economic plan, as
well as public support for legislation that has been enacted as part of VVenezuela s economic plan;

the stability of the banking system;

general economic and business conditionsin VVenezuela, including adecline in foreign direct and
portfolio investment, high domestic inflation, high domestic interest rates and volatile unemployment
levels, each of which could lead to lower levels of growth, lower international reserves and diminished
access of both the government and V enezuelan businesses to international capital markets;



e theVenezuelan Government’s ability to contain inflationary pressuresin the economy;
o  foreign currency reserves; and

) the level of domestic debt.



ENFORCEMENT OF CIVIL LIABILITIES

Venezuelaisaforeign state. Asaresult, you may not be able to effect service of process within the United States
against Venezuela or enforce against Venezuela judgments in the courts of the United States predicated on the civil
liability provisions of the federal or state securities laws of the United States. Venezuela has agreed to submit to the
jurisdiction of United States federal and New Y ork state courts located in the Borough of Manhattan, New Y ork,
New Y ork, the courts of England located in London and the courts of Venezuelalocated in Caracas, and has waived
some immunities and defenses in actions that might be brought against Venezuela with respect to the Bonds. Under
Venezuelan law, neither Venezuela nor any of Venezuela's property have any immunity from the jurisdiction of any
court or from set-off or any legal process (whether through service or notice, attachment prior to judgment,
attachment in aid of execution of judgment, execution or otherwise), except that Venezuela, as well as Venezuela's
properties located in Venezuela, have immunity from set-off, attachment prior to judgment, attachment in aid of
execution of judgment and execution of ajudgment in actions and proceedingsin Venezuela.



RISK FACTORS

This section describes certain risks associated with investing in the Bonds. You should consult your financial and
legal advisors about the risk of investing in the Bonds. Venezuela disclaims any responsibility for advising you on
these matters. Investors are urged to read carefully the entirety of this Listing Memorandum and to note, in
particular, the following considerations.

Social and Political Risks

In prior years, eventsin Venezuela produced significant social and political tensions, which could worsen and have
a material adverse effect on Venezuela's economic growth and its ability to service its public debt.

Between December 2001 and August 2004, there was a period of intense political and social turmoil involving
groups that opposed and those that supported the Government. In May 2003, the Government and opposition groups
signed an agreement that established a constitutional solution to the political instability facing Venezuelain the form
of apotential referendum on the rule of President Chavez. On August 15, 2004, arecall referendum was held in
which approximately 59% of the votes cast were against recalling President Chévez.

On December 3, 2006, President Chavez was re-elected President for a six-year term, capturing 62.8% of the vote.
The last elections for state and local officials were held on November 23, 2008, which included over 500 races,
including 23 state governors, 335 mayors and 167 state legidlative council members. Candidates from the party
headed by President Chavez won 17 of the 23 gubernatorial elections and approximately 80% of the mayoral
offices, but candidates associated with opposition parties were elected in Venezuela s three most populous states, as
well as several major citiesincluding the federal district of Caracas and Maracaibo. The next elections for the
National Assembly are scheduled for September 26, 2010, and the next elections for state and local officials are
scheduled for November 2012.

In August 2007, President Chéavez submitted to the National Assembly, in accordance with procedures contained in
the 1999 Constitution, a proposal to amend the 1999 Constitution. According to the figures announced by the
National Electoral Council (the “CNE"), on December 2, 2007, approximately 50.8% of the voters rejected these
changes. In December 2008, President Chavez submitted a new proposal to the National Assembly to amend the
1999 Constitution to eliminate al term limits on the number of times elected officials may hold the same office.
The National Assembly called for areferendum to be held on February 15, 2009 to decide on whether to approve or
disapprove of the proposed amendment. According to the figures announced by the CNE, approximately 54.9% of
the voters approved the changes to the 1999 Constitution.

There can be no assurance that the significant domestic instability that existed during the periods between 2001 to
2004 will not re-emerge. Such instability could have a material adverse effect on Venezuela s economic growth and
its ability to service its public debt.

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

Investing in an emerging market economy such as Venezuela carries certain economic risks which may be different
from that of more developed economies. These risks include economic instability that may affect Venezuela's
economic results. Economic instability in Venezuela and in other Latin American and emerging market countries
has been caused by many different factors, including the following:

high levels of inflation;

exchange controls;

high interest rates;

changesin currency values,

wage and price contrals;

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



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

Foreign Exchange Control Regime

A devaluation of the Bolivar could have a material adverse effect on the Venezuelan economy and its ability to
service its public debt.

The Republic suspended foreign exchange trading on January 23, 2003, and on February 5, 2003, the Government
adopted a series of exchange agreements, decrees and regulations establishing a new exchange control regime. The
Foreign Currency Administration Commission (“CADIVI") administers, manages and controls the new exchange
control regime. Purchases and sales of foreign currencies are centralized in Banco Central. The Ministry of
Finance, together with Banco Central, isin charge of setting the exchange rate with respect to the U.S. dollar and
other currencies.

On February 5, 2003, the Ministry of Finance and Banco Central fixed the U.S. dollar exchange rate at Bs.1,596 =
U.S.$1.00 for purchase operations and Bs.1,600 = U.S.$1.00 for sale operations. The exchange rate for the payment
of the public foreign debt was set at Bs.1,600 = U.S.$1.00 effective February 10, 2003.

On February 9, 2004, the Ministry of Finance and Banco Central changed the U.S. dollar exchange rate to
Bs.1,915.20 = U.S.$1.00 for purchase operations and Bs.1,920.00 = U.S.$1.00 for sale operations. The exchange
rate for the payment of external public debt was set at Bs.1,920.00 = U.S.$1.00.

On March 2, 2005, the Ministry of Finance and Banco Central further modified the U.S. dollar exchange rate to
Bs.2,144.60 = U.S.$1.00 for purchase operations and Bs.2,150.00 = U.S.$1.00 for sale operations. The exchange
rate for the payment of external public debt was also set at Bs.2,150.00 = U.S.$1.00.

Pursuant to Decree No. 5,229 of the President of the Republic, as published in the Official Gazette No. 38,638 of
March 6, 2007, the government of Venezuelaimplemented a redenomination of the Bolivar, which became fully
effective on January 1, 2008. Under the redenomination plan, all amounts expressed in the national currency before
the redenomination were divided by 1,000. In sum, the measure established a new monetary scale that eliminated
three zeroes from all denominations of the national currency. Effective January 1, 2008, the U.S. dollar exchange
rate was set at Bs.2.14 = U.S.$1.00 for purchase operations and Bs. 2.15 = U.S.$1.00 for sale operations.

On January 8, 2010, the government of V enezuela established a new dual exchange rate regime. According to
Convenio Cambiario No. 14, the Ministry of Finance, together with Banco Central, established an exchange rate of
Bs.2.60 = U.S.$1.00 for essential goods, including food, health, imports of machinery and equipment, science and
technology, as well as all non-petroleum public sector transactions and other special cases. The exchange rate for all
other transactions was set at Bs.4.30 = U.S.$1.00.

Pursuant to Convenio Cambiario 18 dated June 1, 2010 between the Ministry of Finance and Banco Central, Banco
Central was vested with the authority to regulate the transaction in Bolivares of securities denominated in foreign
currency issued by the Republic and other entities owned directly or indirectly by the Republic.

On June 1, 2010, Banco Central’s Board of Directorsissued Resolution 10-06-01, under which all secondary market
transactions in Bolivares of securities denominated in foreign currency issued by the Republic and other entities
owned directly or indirectly by the Republic are centralized with Banco Central’s SITME (System for the
Transaction of Bonds Denominated in Foreign Currency) in which only financial institutions may participate.

SITME allows private entities and individual s to obtain U.S. dollars in exchange for Bolivares by paying Bolivares
in exchange for foreign currency denominated securities that are issued by the Republic or entities directly or
indirectly owned by the Republic that are ultimately sold in exchange for U.S. dollars.

Private entities may only use SITME to purchase U.S. dollars to pay for imported goods, capital goods and services
which are not eligible to be paid through CADIVI, or, if they are eligible to be paid through CADIV1, the importer
may not have purchased U.S. dollars through CADIVI for 90 days prior to submitting the request to SITME.



Currently, private entities may acquire up to U.S.$50,000 per day, up to a U.S.$350,000 non-cumulative limit per
month.

The SITME exchange rate has fluctuated around Bs.5.3 = U.S.$1.00 since its inception.

Venezuela cannot assure you that the Bolivar will not devalue in the future. Devaluation of the Bolivar could have a
material adverse effect on Venezuelan companies and financial institutions, which could adversely affect the
Venezuelan economy and in turn, the Republic’s ability to service its public debt and the market price of the Bonds.

Sovereign Credit Rating
Changesin Venezuela’' s credit ratings may adver sely affect the value of the Bonds.

In September 2004, Moody’ s Investor Services assigned a“B2” rating with a“stable” outlook with respect to the
Republic’slong-term foreign currency-denominated debt.

In November 2005, Fitch raised itsrating for the Republic’s foreign currency-denominated debt from “B+" to
“BB-", citing improvement in external debt and liquidity as aresult of sound oil revenues. In October 2007, Fitch
cut its outlook on Venezueld s foreign currency-denominated debt rating from “stable” to “negative”, citing an
increasingly unsustai nable macroeconomic policy framework. In October 2007, Fitch also revised its outlook on
PDV SA’slong-term foreign and local currency rating to “negative’. In December 2008, Fitch lowered its rating for
the Republic’ s foreign currency-denominated debt from “BB-" to “B+".

In February 2006, Standard & Poor’ s raised Venezuela s foreign currency debt rating from “B+” to “BB-", citing
economic growth and stronger international reserves. In October 2006, Standard & Poor’ s lifted its outlook on
Venezueld s sovereign debt from “stable” to “positive”, citing the contribution of high oil prices to the continued
improvement in Venezuela s debt indicators. In January 2007, Standard & Poor’s modified its outlook on
Venezueld s sovereign debt from “positive” to “stable”, citing increased uncertainty with respect to government
policy. In December 2008, Standard & Poor’s again changed its outlook on Venezuela' s sovereign debt to
“negative’ and affirmed Venezuela s sovereign credit rating at “BB-".

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

Any actual or anticipated changes or downgradesin Venezuela s credit ratings could affect the market value of the
Bonds.

Oil Dependency

Any sustained decline in international petroleum prices, declinein oil production, and disputes with former joint
venture partners, could have a material adverse effect on the Venezuelan economy and its fiscal accounts.

The Republic, a member of the Organization of the Petroleum Exporting Countries (* OPEC"), isthe world’s
eleventh-largest oil producer and fourth-largest oil exporter. The structure of the Venezuelan fiscal system has been
highly dependent on petroleum revenues. From 2005 through 2009, petroleum products accounted for an average of
approximately 90.7% of Venezuela' stotal exports. During the same period, petroleum sector revenues accounted
for an average of approximately 47.4% of Venezuela' stotal Central Government revenues and petroleum sector
activities accounted for an average of approximately 13.1% of Venezuela's gross domestic product (“GDP”). In
2009, petroleum activities accounted for approximately 11.6% of GDP, compared to approximately 12.0% in 2008.

The average petroleum export price for the VVenezuelan basket for the year-to-date period ended June 30, 2010 was
U.S.$70.21 per barrel, while in 2009, it was U.S.$57.01 per barrel and in 2008, it was U.S.$86.49 per barrel. There
can be no assurance that Government revenues from petroleum activities will not experience fluctuations as a result
of changesin the international petroleum market. Any sustained decline in international petroleum prices could
adversely affect the Government’s fiscal accounts and international reserves. Additionally, Venezuelan petroleum
production capacity may decrease if the necessary capital expenditures are not allocated to this sector.



Legal Statusand Enforcement
Venezuela is a foreign sovereign state and accordingly it may be difficult to obtain or enforce judgments against it.

Venezuelaisaforeign state. Asaresult, it may not be possible for investors to effect service of process within their
own jurisdiction upon the Republic or to enforce against the Republic judgments obtained in their own jurisdictions.
Any such restriction might have a negative impact both on the liquidity of an investment in the Bonds and the
performance of an investment in the Bonds.

Interest Rate Risks

Fluctuationsin interest rates of the currency in which the Bonds are denominated may affect the market value of the
Bonds.

Investorsin the Bonds should be aware that an investment in the Bonds may involve an interest rate risk insofar as
there may be fluctuations in the interest rates of the currency of denomination of the Bonds. Fluctuationsin interest
rates of the currency in which the Bonds are denominated may affect the market value of the Bonds. Such
fluctuations might have a materially adverse impact both on the liquidity of an investment in the Bonds and on the
performance of an investment in the Bonds.

Global Markets

Venezuela's economy remains vulnerable to external shocks, including the current global economic crisis and those
that could be caused by future significant economic difficulties of or political difficulties with its major regional
trading partners or by more general “ contagion” effects, which could have a material adverse effect on Venezuela's
economic growth and its ability to service its public debt.

V enezuela experienced an economic contraction in 2009 and other adverse economic and financial effects as aresult
of the global economic crisis. In addition, the global economic slowdown resulted in a decline in the price of oil in
2009. For the year ended December 31, 2009, GDP totaled approximately Bs.56.0 billion in 1997 Constant
Bolivares, contracting by 3.3% as compared to 2008.

Additionally, investment in the emerging markets generally poses a greater degree of risk than investment in more
mature market economies because the economies in the developing world are more susceptible to destabilization
resulting from domestic and international developments.

A significant decline in the economic growth of any of Venezuela's major trading partners, such asthe United
States, the European Union or Colombia, or a deterioration in trading relationships could have a material adverse
impact on Venezuela s balance of trade and adversely affect Venezuela' s economic growth. The United States and
Colombia have traditionally been Venezuela' s largest export markets. Asaresult of disagreements between
Venezuela and Colombia, since the third quarter of 2009, both countries have recently been pursuing a policy of
diversification of their trading counterparties. For the four month period ended April 30, 2009, the United States
accounted for 26.3% of Venezuela stotal exports, the European Union accounted for 7.2% of Venezuela stotal
exports and Colombia accounted for 18.4% of Venezuela stotal exports. For the four month period ended April 30,
2010, the United States accounted for 32.8% of Venezuela s total exports, the European Union accounted for 13.1%
of Venezuela s total exports and Colombia accounted for 8.1% of Venezuela stotal exports. On July 22, 2010,
President Chavez announced the suspension of diplomatic relations with Colombia, after V enezuela was accused by
Colombian president, Alvaro Uribe, of harboring Colombian guerrillas on Venezuelan soil.

In addition, because international investors' reactions to the events occurring in one emerging market country
sometimes have demonstrated a “ contagion” effect with respect to other emerging market countries, in which an
entire region or class of investment is disfavored by international investors, Venezuela could be affected by negative
economic or financial developmentsin other emerging market countries. In the past, Venezuela has been adversely
affected by such contagion effects on a number of occasions, including following the 1997 Asian financia crisis, the
1998 Russian financial crisis and the 1999 devaluation of the Brazilian real. Nevertheless, Venezuela s significant
level of international reserves as well as the current worldwide demand for petroleum products can be expected to
reduce the effect of these devel opments on Venezuelain the short and medium terms. There can be no assurance



that a continuation or acceleration of these crises or similar events will not negatively affect investor confidencein
emerging markets or the economies of the principal countriesin Latin America, including the Republic. In addition,
there can be no assurance that these events will not adversely affect the Republic’s economy and its ability to raise
capital in the external debt marketsin the future.

Limited Trading Market for the Bonds

Thereis no established trading market for the Bonds, and the price at which the Bonds will trade in the secondary
market is uncertain.

Application has been made to list the Bonds on the Official List of the Exchange and to trade the Bonds on the Euro
MTF market of the Exchange. The Republic has been advised by the Dealer Managers that they intend to make a
market in the Bonds but are not obligated to do so and may discontinue market making at any time without notice.
No assurance can be given as to the liquidity of the trading market for the Bonds. If an active market for the Bonds
failsto develop or continue, this failure could harm the trading price of the Bonds. Under the provisions of the
Bonds, the Republic is permitted to, and may in its discretion, acquire the Bonds through open-market purchase,
tender or exchange transactions. If the aggregate principal amount of the Bonds outstanding is reduced, the liquidity
of any trading market for the remaining Bonds could be adversely affected.
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USE OF PROCEEDS

The net proceeds from the sale of the Bonds, after deduction of the Dealer Managers' compensation and the net
expenses payabl e by the Republic will be approximately U.S.$2,992,500,000. The Republic will use the net
proceeds from the sale of the Bonds for general budgetary purposes for its 2010 fiscal year and for the management
of the Republic’s debt portfolio, including debt repurchases, the extension of the Republic’s maturity profile and the
financing of maturities of existing debt.
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DESCRIPTION OF THE BONDS

The Bonds are to be issued under afiscal agency agreement, dated as of July 25, 2001 (as amended by Amendment
No. 1 to the Fiscal Agency Agreement dated as of September 19, 2003, Amendment No. 2 to the Fiscal Agency
Agreement dated as of March 25, 2005 and Amendment No. 3 to the Fiscal Agency Agreement dated as of
December 17, 2007, the “Fiscal Agency Agreement”), among the Republic, Banco Central de Venezuela, as official
financial agent of the Republic, and Deutsche Bank AG and Deutsche Bank Trust Company Americas (formerly
Bankers Trust Company), as fiscal agents and principal paying agents. The following description provides the
material provisions of the Bonds and the Fiscal Agency Agreement. The description may not contain all of the
information that isimportant to you as a potential investor in the Bonds. Therefore, the Republic urges you to read
the Fiscal Agency Agreement and the form of global bond, which are hereby incorporated by reference, in making
your decision on whether to invest in the Bonds. Copies of these documents are available at the office of the Fiscal
Agent in New York City.

The Republic may replace the Fiscal Agent at any time, subject to the appointment of areplacement fiscal agent.
The Fiscal Agent is not atrustee for the holders of the Bonds and does not have the same responsibilities or duties to
act for such holder as would atrustee. The Republic may maintain deposit accounts and conduct other banking
transactions in the ordinary course of business with the Fiscal Agent.

General Terms of the Bonds

The Bondswill:

e beissued in an aggregate principal amount of U.S.$3,000,000,000;

e haveanissue date of August 23, 2010;

e mature on August 23, 2022;

e haveanissue price of 100% of the principal amount plus accrued interest, from August 23, 2010, if any;

e  bear interest from (and including) August 23, 2010 at the rate of 12.75% per annum, payable semi-annually in
arrears on August 23 and February 23 of each year, commencing on February 23, 2011;

e pay principal in three equal annual installments on August 23 of each year, commencing on August 23, 2020;

e bedesignated Type B “Collective Action Securities” under the Fiscal Agency Agreement, and as such, will
contain provisions which are described in the sections entitled “—M eetings and Amendments” in this Listing
Memorandum. Under these provisions, the Republic may, among other things, amend the payment provisions
of the Bonds and certain other terms with the consent of the holders of at least 75% of the aggregate principal
amount outstanding of the Bonds;

e not contain an Event of Default provision that would be triggered if Venezuela were to cease at a future date to
maintain its membership in the IMF or cease to be eligible to use the general resources of the IMF;

e not be redeemabl e before maturity, except for the regularly scheduled amortization of principal for the Bonds,
and not be entitled to the benefit of any sinking fund;

e upon issuance, be direct, unconditional and general obligations of the Republic and rank equally, without any
preference among themselves, with al other indebtedness issued in accordance with the Fiscal Agency
Agreement and with all other unsecured and unsubordinated Indebtedness of Venezuela;

e beregistered in the name of a nominee of DTC and recorded on, and transferred through, the records
maintained by DTC and its direct and indirect participants, including Euroclear Bank SA/NV (“Euroclear”), and
Clearstream Banking, société anonyme (“ Clearstream, Luxembourg”);
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beissued in fully registered form, without coupons, registered in the names of investors or their nomineesin
denominations of U.S.$100 and integral multiples of U.S.$100 in excess thereof; and

be availablein definitive form only under certain limited circumstances.

Status

The Bonds constitute Public External Indebtedness of the Republic and (subject to “—Negative Pledge” below) are
direct, unconditional, unsecured and general obligations of the Republic and shall at all times rank pari passu and
without any preference among themselves. The payment obligations of the Republic under the Bonds shall, save for
such exceptions as may be provided by applicable legislation and subject to “—Negative Pledge” below, at all times
rank at least equally with all its other payment obligations relating to External Public Debt (as defined below). The
Republic has pledged its full faith and credit for the due and punctual payment of all amounts due in respect of the
Bonds.

Negative Pledge

So long as any Bond remains Outstanding (as defined in the Fiscal Agency Agreement), if any Lien on Oil or
Accounts Receivable (other than a Permitted Lien) is created by the Republic, Banco Central or any Governmental
Agency to secure External Public Debt, the Republic will cause such Lien to equally and ratably secure the
obligations of the Republic under the Bonds. For purposes of the Bonds, the following terms shall have the
following meanings:

“Accounts Receivable” means accounts payable to the Republic, Banco Central or any Governmental Agency
in respect of the sale, lease or other provision of Oil, whether or not yet earned by performance or scheduled to
be documented in the future pursuant to a contract in existence on the relevant date.

“Bond Currency” means any of the following currencies: Euros, Deutsche marks, Pounds sterling, U.S. dollars,
Swiss francs, Italian lire or French francs.

“Debt” means, with respect to any Person, the following (whether outstanding on the date hereof or at any time
thereafter): (@) al indebtedness of such Person for borrowed money, or for the deferred purchase price of
property or servicesif and to the extent that the obligation to pay such purchase priceis evidenced by an
instrument; (b) all reimbursement obligations of such Person under or in respect of letters of credit or banker’s
acceptances, (c) all obligations of such Person to repay deposits with or advances to such Person; (d) all
obligations of such Person (other than those specified in clauses (a) and (b) above) evidenced by bonds,
debentures, notes or other similar instruments; and (e) all direct or indirect guarantees, endorsements and
similar obligations of such Person in respect of, and all obligations (contingent or otherwise) of such Person to
purchase or otherwise acquire, or otherwise to assure a creditor against loss in respect of, indebtedness or
obligations of any other Person specified in clause (a), (b), (c) or (d) above.

“Export” means any sale of Oil by any Person, including any sales to Persons owned or controlled, directly or
indirectly, by any such seller, (i) in connection with which such Qil is transported from the Republic or from
storage facilities for Qil held for Export by any such Person outside the Republic and (ii) which has not been
preceded by any sale of such Oil which constitutes an Export hereunder.

“External Debt” means any Debt which is denominated or payable, or which at the option of the holder thereof
may be payable, in a currency other than Bolivares.

“External Public Debt” means, at any time, the External Debt of the public sector entities referred to in Title | of
the Organic Law of the Financial Administration of the Public Sector of the Republic, as in effect on August 23,
2010, including principal, interest and other amounts payable in connection therewith.

“Financing Plan” means the Republic of Venezuela 1990 Financing Plan dated June 25, 1990, distributed to the
international banking community.
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“Governmental Agency” means each agency, department, ministry, authority, statutory corporation or other
statutory body or juridical entity of the Republic or any political subdivision thereof or therein, now existing or
hereafter created, and any bank, corporation or other legal entity 51% or more of the capital or voting stock or
other ownership interest of which is now or hereafter owned or controlled, directly or indirectly, by the
Republic, but excluding Banco Central.

“Lien” means any lien, pledge, mortgage, security interest, deed of trust, charge or other encumbrance on or
with respect to, or any preferential arrangement which has the practical effect of constituting a security interest
with respect to the payment of any obligation with or from the proceeds of, any asset or revenues of any kind.

“Oil” means hydrocarbons, their products and derivatives, in each case produced in the Republic, provided,
however, that “ Qil” shall not include Orimulsion®, products from Orimulsion®, natural gas, coal and
petrochemicals.

“Operating Reserves’ means, at any time, the val ue (determined in accordance with the second sentence of this
definition) of al of the following assets owned by Banco Central at such time to the extent denominated in units
of exchange other than Bolivares (excluding from such assets any assets which are subject to aLien): (a)
currencies other than Bolivares (excluding special drawing rightsin the International Monetary Fund (the
“IMF") and all funds received from the IMF); (b) deposits and credit balances with commercial financial
lending institutions, central banks of non-Venezuelan governments or multilateral lending institutions which are
payablein any of the Bond Currencies or currenciesthat are readily convertible into any of the Bond
Currencies; and (c) marketable bonds, notes, certificates of deposit and other obligations issued by commercial
financial ingtitutions, non-V enezuelan governments or multilateral lending institutions which are payable in any
of the Bond Currencies or currencies that are readily convertible into any of the Bond Currencies. For the
purposes of this definition: (i) the value of an amount of any currency other than Bolivares at any timeisthe
equivalentin U. S. dollars of such amount at such time determined in accordance with the consistently applied
accounting practices of Banco Central; (ii) the value of adeposit or credit balance referred to in sub-clause (b)
above at any time isthe equivalent in U.S. dollars of the face amount of such deposit or credit balance at such
time determined in accordance with the consistently applied accounting practices of Banco Central; and (iii) the
value of abond, note, certificate of deposit or other obligation referred to in sub-clause (c) above at any timeis
the equivalent in U.S. dollars of the fair market value of such obligation at such time determined in accordance
with the consistently applied accounting practices of Banco Central.

“Orimulsion®” means aliquid fuel consisting of (i) a natural bitumen of 7-10° AP, (ii) water and (iii) a
surfactant which is added to stabilize the bitumen in the water emulsion.

“Permitted Lien” means aLien on Oil or Accounts Receivable, if at the time of the creation of such Lien (the
“New Lien"):

(i)  Operating Reserves are greater than the sum of (a) two months of imports into the Republic of goods and
services (including interest payments with respect to External Public Debt) and (b) two months of principal
payments with respect to all of the bonds issued to implement the Financing Plan and any other External
Public Debt held by commercial lending institutions (measured in each case on the basis of imports and
interest and principal payments during the preceding six months) (the availability of sufficient Operating
Reservesto be certified by Banco Central);

(i)  the aggregate principal amount of al External Public Debt secured by Liens on Oil or Accounts Receivable
(including the External Public Debt to be secured by the New Lien and other External Public Debt to be
simultaneously secured by Liens on Oil or Accounts Receivable) paid, due or scheduled to fall duein the
current calendar year, and the aggregate outstanding principal amount of all such External Public Debt
scheduled to fall due in each subsequent calendar year, isin each such year less than an amount equivalent
to 17.5% of the aggregate revenues from the Export of Oil during the 12-month period preceding the
creation of the New Lien (the amount of such External Public Debt to be certified by Banco Central and the
amount of such revenues to be certified by the Republic); and

(iii) the aggregate outstanding principal amount of all External Public Debt secured by Liens on Qil or
Accounts Receivable (including the External Public Debt to be secured by the New Lien and other External
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Debt to be simultaneoudly secured by Liens on Oil or Accounts Receivable) is less than an amount
equivalent to 55% of the aggregate revenues from the Export of Oil during the 12-month period preceding
the creation of the New Lien (the amount of such External Public Debt to be certified by Banco Central and
the amount of such revenues to be certified by the Republic);

provided that no New Lien will constitute a Permitted Lien if such New Lien is created while there is a default
in the payment of principal of or interest on the Bonds or on any bonds issued to implement the Financing Plan,
unless the proceeds of the financing secured by such New Lien are used to make or secure on aratable basis
interest and principal payments due with respect to the Bonds; provided further that, notwithstanding the
foregoing, a New Lien will constitute a Permitted Lien if (a) such New Lien arises pursuant to an order of
attachment, distraint or similar legal process arising in connection with court proceedings so long as the
execution or enforcement thereof is effectively stayed and the claims secured thereby are being contested in
good faith by appropriate proceedings, provided that such New Lien isreleased or discharged within one year of
itsimposition, or (b) such New Lien arises by operation of law (and not pursuant to any agreement) and has not
been foreclosed or otherwise enforced against the Oil or Accounts Receivable to which such New Lien applies.

“Person” means any individual, corporation, partnership, association, joint stock company, joint venture, trust,
unincorporated organization or any other juridical entity, or a sovereign state or government or any agency or
political subdivision thereof.

“Public External Indebtedness” means any External Debt issued in a public offering or private placement of
securities or other instruments of atype offered in capital markets, including, without limitation, any bonds,
floating rate notes, commercial paper, certificates of deposit, debentures or other evidence of indebtedness.

Interest

The Bonds will bear interest from (and including) August 23, 2010 at the rate of 12.75% per annum, payable semi-
annually in arrears on August 23 and February 23 of each year, commencing on February 23, 2011.

The Bonds will cease to bear interest from the due date for redemption unless, upon due presentation, payment of
principal isimproperly withheld or refused. Where interest isto be calculated in respect of a period which is equal
to or shorter than one year, it will be calculated on the basis of a 360-day year, consisting of twelve 30-day months.

If the Republic shall fail to redeem the Bonds when due, interest shall continue to accrue beyond the due date until
actual redemption of the Bonds but not beyond the fourteenth day after notice has been given by the Fiscal Agent
that the funds required for redemption have been provided to the Fiscal Agent.

Redemption and Purchase

The Bonds are not redeemable prior to their maturity on August 23, 2022, except for the regularly scheduled
amortization of principal for the Bonds. Upon maturity, the Bonds will be redeemable at par.

The Republic may at any time purchase Bonds in the open market or otherwise at any price. Bonds purchased by or
on behalf of the Republic may, at the discretion of the Republic, be surrendered to the Fiscal Agent for cancellation,
held or resold.

Paymentsand Agents

The principal of the Bonds will be payable in U.S. dollars against surrender of the Bonds at the Corporate Trust
Office of the Fiscal Agent or, subject to applicable laws and regulations, upon surrender of the Bonds at the office of
any paying agent. Payment of any installment of interest on a Bond will be made to the person in whose name such
Bond isregistered at the close of business on the Regular Record Date immediately preceding the related Interest
Payment Date (as defined on the face of the Bonds). “Regular Record Date” means, with respect to any Interest
Payment Date, the fifteenth day prior to such Interest Payment Date (whether or not a business day). Payment of
such interest will be made by check mailed to the holder at such holder’ s registered address or, upon application of
any holder of at least U.S.$1,000,000 principal amount of Bondsto the Fiscal Agent or paying agent not later than
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the relevant Regular Record Date, by transfer to a United States dollar account maintained by such holder with a
bank in The City of New Y ork or Western Europe.

Any money that the Republic pays to the Fiscal Agent for payment on any Bond that remains unclaimed for two
years will be returned to the Republic. Afterwards, the holder of such Bond may look only to the Republic for
payment.

The Republic will agree that so long as any Bond remains outstanding, it will maintain a paying agent in a Western
European city for payments on the Bonds (which will be Luxembourg if and so long as the Bonds are listed on the
Official List of the Luxembourg Stock Exchange), aregistrar having a specified office at the Corporate Trust Office
of the Fiscal Agent, a paying agent having a specified office in The City of New Y ork and atransfer agent in
Luxembourg (if and so long as the Bonds are listed on the Officia List of the Luxembourg Stock Exchange). The
Republic hasinitially appointed Deutsche Bank Trust Company Americas and Deutsche Bank Luxembourg S.A. as
paying agents and transfer agents for the Bonds. Subject to the foregoing, the Republic shall have the right at any
time to terminate any such appointment and to appoint any other agentsin such other places asit may deem
appropriate upon notice in accordance with “—Notices’ below and in accordance with the terms and conditions set
forthin the Fiscal Agency Agreement.

Payments in respect of the Bonds shall be made in such coin or currency of the United States as at the time of
payment shall be legal tender for the payment of public and private debts.

In any case where a payment date shall not be a business day at any place of payment, then the relevant payment
need not be made on such date at such place, but may be made on the next succeeding day at such place whichisa
business day in the applicable jurisdiction, with the same force and effect asif made on the date for such payment,
and no additional interest in respect of such payment date shall accrue for the period from and after such payment
date.

In acting under the Fiscal Agency Agreement and in connection with the Bonds, the Fiscal Agent and paying agent
are acting solely as agents of the Republic and do not assume any obligation toward or relationship of agency or
trust for or with the owner or holder of any bond except that any funds held by any such agent for payment of
principal of or interest on the Bonds shall be held in trust by it and applied as set forth in the Bonds and Fiscal
Agency Agreement, and shall be segregated from other funds held by it. For a description of the duties, immunities
and rights of the Fiscal Agent and paying agent under the Fiscal Agency Agreement, reference is made to the Fiscal
Agency Agreement, and the obligations of the Fiscal Agent and paying agent to the owners or holders of Bonds are
subject to such immunities and rights.

Additional Amounts

Any and all payments by the Republic under the Bonds or in respect thereof shall be made free and clear of and
without deduction for any present or future taxes, levies, imposts, deductions, charges or withholdings, and all
interest, penalties or other liabilities with respect thereto, imposed or levied at any time, excluding (i) in the case of
each holder, taxes imposed or measured by itsincome or capital by the jurisdiction (or any political subdivision or
taxing authority of such jurisdiction or any organization or federation of which such jurisdictionisat any time a
member) under the laws of which such holder is organized, (ii) in the case of each holder, taxesimposed on or
measured by itsincome or capital by the jurisdiction (or any political subdivision or taxing authority of such
jurisdiction or any organization or federation of which such jurisdiction is at any time a member) in which the
principal place of business or residence (as the case may be) of such holder islocated, including, without limitation,
any jurisdiction in which such holder is, through an office or fixed place of business, deemed to be doing business or
maintai ning a permanent establishment under any income tax treaty and (iii) all other taxesimposed by any
jurisdiction (or any political subdivision or taxing authority of such jurisdiction or any organization or federation of
which such jurisdiction is at any time a member) outside the Republic except such taxes which arise as a result of
action taken by the Republic (all such non-excluded taxes, levies, imposts, deductions, charges, withholdings and
liabilities being called “Taxes” under the Bonds). If the Republic shall be required by law to deduct any Taxes from
or in respect of any sum payable under the Bonds or in respect thereof to any holder, (a) the Republic shall pay such
additional amounts (“ Additional Amounts’) as may be necessary so that after making all required deductions for
Taxes (including deductions applicable to Additional Amounts payable under this clause (a)) such holder receives an
amount egual to the sum it would have received had no such deductions been made, (b) the Republic will make such
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deductions and (c) the Republic will pay the full amount deducted to the relevant taxing authority or other authority
in accordance with applicable law.

Except as otherwise provided in the Bonds, the Republic will pay (i) al stamp or other documentary taxes or duties,
if any, which may be imposed by the Republic, the United States of America or any state or political subdivision
thereof or taxing authority therein with respect to the original issue of the Bonds or the exchange of interestsin the
global Bonds for definitive Bonds and (ii) all other excise or property taxes, charges or similar levieswhich arisein
any jurisdiction from any payment made hereunder or from the execution or delivery of, or otherwise with respect
to, the Bonds, the Fiscal Agency Agreement, the Banco Central Undertaking or any other document or instrument
referred to in the Bonds or in the Fiscal Agency Agreement, excluding (in the case of the preceding sub-clause (ii))
any such taxes imposed by any jurisdiction (or any political subdivision or taxing authority of such jurisdiction or
any organization or federation of which such jurisdiction is at any time a member) outside the Republic except those
resulting from, or required to be paid in connection with, the enforcement of the Bonds, the Fiscal Agency
Agreement, the Banco Central Undertaking or any such other document or instrument following the occurrence of
an Event of Default (all such non-excluded taxes, charges or levies described in sub-clauses (i) and (ii) above being
called “Other Taxes’ under the Bonds).

The Republic will reimburse each holder for the full amount of Taxes or Other Taxes (including without limitation,
any Taxes or Other Taxes imposed on amounts paid by such holder or any liabilities (including penalties, interest
and expenses)) arising therefrom or with respect thereto, whether or not such Taxes or Other Taxes were correctly or
legally asserted. Each holder which wishes to claim reimbursement for any such Taxes, Other Taxes or liabilities
arising therefrom or with respect thereto will notify the Republic (through the Fiscal Agent) of itsintention to pay
the same as promptly as practicable and, if possible, prior to the date of such payment (such notice to describe such
Taxes, Other Taxes or ligbilitiesin reasonable detail). Such reimbursement shall be made within 30 days from the
date such holder makes demand therefor.

Within 30 days after the date of any payment of Taxes (but in no event later than the date 45 days after the date such
Taxes become due), the Republic will furnish to the Fiscal Agent the original (or a certified copy) of areceipt
evidencing payment thereof. The obligations of the Republic described in this section shall survive the payment of
the Bonds.

Whenever there is mentioned, in any context, the payment of the principal of or interest on, or in respect of, a Bond,
such mention shall be deemed to include mention of the payment of Additional Amounts to the extent that, in such
context, Additional Amounts are, were or would be payable in respect thereof pursuant to the provisions of this
Section, and express mention of the payment of Additional Amounts (if applicable) in any provisions hereof shall
not be construed as excluding Additional Amounts in those provisions hereof where such express mention is not
made.

Events of Default
If any of the following events (“Events of Default”) shall occur and be continuing:

(a) the Republic failsto pay the principal amount of any Bond when due and such failure continues for a
period of 30 days; or

(b) the Republic failsto pay interest or other amounts due on any Bond when due and such failure continues
for aperiod of 30 days; or

(c) the Republic fails duly to perform or observe any term or obligation contained in the Bonds or the Fiscal
Agency Agreement (other than those described in (&) or (b) above) and such failure shall continue unremedied
for 90 days after written notice thereof shall have been given to the Republic at the specified office of the Fiscal
Agent by any holder; or

(d) Banco Central failsto duly perform or observe any of its obligations contained in the Banco Central
Undertaking to remit (as and to the extent provided therein) U.S. dollarsin the amount of each payment of
principal of, and interest on, the Bonds upon payment by the Republic to Banco Central of the necessary
Bolivares amount to make such payment, as provided in the Banco Central Undertaking, or on the occurrence
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and continuation of such afailure, Banco Central shall make any withdrawal of any amounts held on deposit
with any holder or the Fiscal Agent that has notified Banco Central of itsintention to set off from such amounts
any amounts owed to such holder or the Fiscal Agent, and any such failure shall continue unremedied for 30
days after written notice thereof shall have been given Banco Central and the Republic by the Fiscal Agent or
any holder at the Corporate Trust Office of the Fiscal Agent; or

(e) Banco Central shall fail to duly perform or observe any term or abligation contained in the Banco Central
Undertaking or the Fiscal Agency Agreement on its part to be performed or observed (other than those specified
in (d) above) and such failure shall continue unremedied for 90 days after written notice thereof shall have been
given to the Republic and Banco Central at the specified office of the Fiscal Agent by any holder; or

(f) asaresult of any default or event of default contained in any agreement or instrument related to any Public
External Indebtedness (other than the Bonds) of the Republic, Banco Central or any Governmental Agency
guaranteed by the Republic, any party to such agreement or instrument accelerates or declares to be due and
payable any such Public External Indebtedness prior to the stated maturity thereof; or

(g) the Republic or Banco Central fails generally to pay or performits obligations under Public External
Indebtedness as they become due, or a moratorium on the payment or performance of such obligations shall be
declared by the Republic or Banco Central; or

(h) there shall have been entered against the Republic or Banco Central afinal judgment, decree or order by a
court of competent jurisdiction from which no appeal may be made, or is made, for the payment of money in
excess of U.S.$100,000,000 or its equivalent and 30 days shall have passed since the entry of any such order
without it having been satisfied or stayed; or

(i) thevalidity of the Bonds, the Fiscal Agency Agreement or the Banco Central Undertaking is contested by
the Republic, Banco Central or any legislative, executive or judicia body or official of the Republic authorized
in each case by law to do so, or the Republic or Banco Central denies any of its obligations thereunder to any of
the holders of the Bonds (the “Bondholders’) (whether by a general suspension of payments or a moratorium on
the payment of debt or otherwise), or any constitutional provision, treaty, convention, law, regulation, official
communiqué, decree, ordinance or policy of the Republic, or any final decision by any court in the Republic
having jurisdiction purports to render any provision of the Bonds, the Fiscal Agency Agreement or the Banco
Central Undertaking invalid or unenforceable or purports to prevent or delay the performance or observance by
the Republic or Banco Central of any of their respective obligations thereunder to any of the holders; or

()) any congtitutional provision, treaty, convention, law, regulation, ordinance, decree, consent, approval,
license or other authority necessary to enable the Republic or Banco Central to make or performits obligations
under the Bonds, the Fiscal Agency Agreement or the Banco Central Undertaking (as the case may be), or for
the validity or enforceability thereof, expires, is withheld, revoked, terminated or otherwise ceasesto remainin
full force and effect, or is modified in a manner which adversely affects, or may reasonably be expected to
affect, any rights or claims of any of the holders;

then holders of 25% or more in aggregate outstanding principal amount of the Bonds may, by notice in writing given
to the Fiscal Agent at its specified office, declare the Bonds immediately due and payable whereupon the entire
unpaid principal amount of the Bonds, all interest accrued and unpaid thereon and all other amounts payablein
respect of the Bonds shall become and be forthwith due and payable, without presentation, demand, protest or
further notice of any kind, all of which are hereby expressly waived by the Republic. Upon such declaration, the
Fiscal Agent shall give notice thereof in the manner provided in the Fiscal Agency Agreement to the Republic (by
facsimile with transmission confirmed) and to the holders of the Bonds in accordance herewith. After any such
declaration, if al amounts then due with respect to the Bonds are paid (other than amounts due solely because of
such declaration) and all other defaults with respect to the Bonds are cured, such declaration may be annulled and
rescinded by holders of more than 50% in aggregate principal amount of the Outstanding Bonds by written notice
thereof to the Republic at the specified office of the Fiscal Agent.
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Prescription

Claimsin respect of principal and interest will become void unless presentation for payment is made within a period
of ten yearsin the case of principal and three yearsin the case of interest from the Relevant Date, to the extent
permitted by applicable law. “Relevant Date” means whichever isthe later of (i) the date on which any such
payment first becomes due and (ii) if the full amount payable has not been received by the Fiscal Agent on or prior
to such due date, the date on which, the full amount having been so received, notice to that effect shall have been
given to the Bondholders.

Replacement, Exchange and Transfer

If any Bond islost, stolen, mutilated, defaced or destroyed it may be replaced at the specified office of the Fiscal
Agent or any paying agent subject to all applicable laws and stock exchange requirements, upon payment by the
claimant of the expensesincurred in connection with such replacement and on such terms as to evidence, security,
indemnity and otherwise as the Republic may require. Mutilated or defaced Bonds must be surrendered before
replacements will be issued.

Upon the terms and subject to the conditions set forth in the Fiscal Agency Agreement, a Bond or Bonds may be
exchanged for a Bond or Bonds of equal aggregate principal amount in such same or different authorized
denominations as may be requested by the holder, by surrender of such Bond or Bonds at the office of the Fiscal
Agent, or at the office of any transfer agent, together with a written regquest for the exchange.

Upon the terms and subject to the conditions set forth in the Fiscal Agency Agreement and subject to the restrictions
on transfer set forth on the face of the Bond, a Bond may be transferred in whole or in part in an authorized
denomination by the holder or holders surrendering the Bond for registration of transfer at the Corporate Trust
Office of the Fiscal Agent or at the office of any transfer agent, duly endorsed by, or accompanied by a written
instrument of transfer in form satisfactory to the Republic and the Fiscal Agent or any such transfer agent, asthe
case may be, duly executed by, the holder or holders thereof or its attorney-in-fact or attorneys-in-fact authorized in
writing.

The costs and expenses of effecting any exchange or registration of transfer pursuant to the foregoing provisions,
except for the expenses of delivery by other than regular mail (if any) and except, if the Republic shall so require,
the payment of a sum sufficient to cover any tax or other governmental charge or insurance charges that may be
imposed in relation thereto, will be borne by the Republic.

Notwithstanding the foregoing, the Fiscal Agent shall not register the transfer or exchange of Bonds for a period of
15 days preceding the due date for any payment of principal of or interest on the Bonds.

M eetings and Amendments

A meeting of holders of Bonds may be called, as set forth below, at any time and from time to time to make, give or
take any request, demand, authorization, direction, notice, consent, waiver or other action provided by the Fiscal
Agency Agreement or the Bonds to be made, given or taken by holders of Bonds or to modify, amend or supplement
the terms of the Bonds or the Fiscal Agency Agreement as provided in the Bonds. The Republic may at any time
call ameeting of holders of Bonds for any such purpose to be held at such time and at such place as the Republic
shall determine. Notice of every such meeting, setting forth the time and the place of such meeting and in general
terms the action proposed to be taken at such meeting, shall be given as provided in the terms of the Bonds, not less
than 30 nor more than 60 days prior to the date fixed for the meeting. In case a any time the Republic or the holders
of at least 10% in aggregate principal amount of the Outstanding (as defined in the Fiscal Agency Agreement)
Bonds shall, after the occurrence and during the continuance of any Event of Default under the Bonds, have
requested the Fiscal Agent to call a meeting of the holders of the Bonds for any such purpose, by written request
setting forth in reasonabl e detail the action proposed to be taken at the meeting, the Fiscal Agent shall call such
meeting for such purposes by giving notice thereof.

To be entitled to vote at any meeting of holders of the Bonds, a person shall be a holder of Outstanding Bonds or a

person duly appointed by an instrument in writing as proxy for such aholder. The persons entitled to vote a
majority in principal amount of the Outstanding Bonds shall constitute a quorum. In the absence of a quorum within
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two hours of the time fixed for any such meeting, the meeting shall be adjourned for a period of not less than 10
days as determined by the chairman of the meeting. In the absence of a quorum at any such adjourned meeting, such
adjourned meeting shall be further adjourned for a period of not less than 10 additional days as determined by the
chairman of the meeting. Notice of the reconvening of any adjourned meeting shall be given as provided above
except that such notice need be published only once, but must be given not less than five days prior to the date on
which the meeting is scheduled to be reconvened. Subject to the foregoing, at the reconvening of any meeting
further adjourned for lack of a quorum, the persons entitled to vote 35% in aggregate principal amount of the Bonds
at the time outstanding shall constitute a quorum for the taking of any action set forth in the notice of the original
meeting. Notice of the reconvening of an adjourned meeting shall state expressly the percentage of the aggregate
principal amount of the outstanding Bonds which shall constitute a quorum. Any Bondholder who has executed an
instrument in writing appointing a person as proxy shall be deemed to be present for the purposes of determining a
quorum and be deemed to have voted; provided that such Bondholder shall be considered as present or voting only
with respect to the matters covered by such instrument in writing (which may include authorization to vote on any
other matters as may come before the meeting).

The Fiscal Agent may make such reasonable and customary regulations consistent with the Fiscal Agency
Agreement asit shall deem advisable for any meeting of holders of Bonds with respect to the proof of the holding of
the Bonds, the adjournment and chairmanship of such meeting, the appointment and duties of inspectors of votes,
the submission and examination of proxies, certificates and other evidence of the right to vote, and such other
matters concerning the conduct of the meeting as it shall deem appropriate.

(a) At any meeting of holders of the Bonds duly called and held as specified above, upon the affirmative vote, in
person or by proxy thereunto duly authorized in writing, of the holders of not less than 66%% in aggregate principal
amount of the Bonds then Outstanding represented at such meeting (or of such other percentage as may be set forth
in the Bonds with respect to the action being taken), or (b) with the written consent of the owners of not less than
66%:% in aggregate principal amount of the Bonds then Outstanding (or of such other percentage as may be set forth
in the Bonds with respect to the action being taken), the Republic and the Fiscal Agent (and, in the case of the Banco
Central Undertaking, with the agreement of Banco Central), upon agreement between themselves, may modify,
amend or supplement the terms of the Bonds or, insofar as respects the Bonds, the Fiscal Agency Agreement, in any
way, and the holders of the Bonds may make, take or give any request, demand, authorization, direction, notice,
consent, waiver or other action provided hereby or by the Fiscal Agency Agreement to be made, given or taken by
the holders of the Bonds; provided, however, that no such action may, without the consent or affirmative vote, in
person or by proxy thereunto duly authorized in writing, of the holders of not less than 75% in aggregate principal
amount of the Bonds then Outstanding, (A) change the due date for the payment of the principal of (or premium, if
any) or any installment of interest on any Bond, (B) reduce the principal amount of any Bond, the portion of such
principal amount that is payable upon acceleration of the maturity of such Bond, the interest rate thereon or the
premium payable upon redemption thereof, (C) change the coin or currency in which or the required place or places
at which payment with respect to interest, premium or principal in respect of the Bondsis payable, (D) shorten the
period during which the Republic is not permitted to redeem the Bonds, or permit the Republic to redeem the Bonds
if, prior to such action, the Republic is not permitted to do so, (E) reduce the proportion of the principal amount of
the Bonds the vote or consent of the holders of which is necessary to modify, amend or supplement the Fiscal
Agency Agreement or the terms and conditions of the Bonds or to make, take or give any request, demand,
authorization, direction, notice, consent, waiver or other action provided thereby or hereby to be made, taken or
given, (F) change the obligation of the Republic to pay Additional Amounts, if any, pursuant hereto, (G) amend the
definition of “Outstanding” with respect to the Bonds, (H) change the governing law provisions of the Bonds, (1)
change the Republic’ s appointment of an agent for the service of process or the Republic’s agreement not to claim
and to waive irrevocably any immunity in respect of any Related Proceeding, (J) except as contemplated in clause
(C) of theimmediately following sentence, change the ranking of the Bonds as set forth in the Bonds or (K) in
connection with an offer to acquire al or any portion of the Bonds where the consideration consists of either cash,
new securities to be issued by the Republic, Banco Central or any Governmental Agency, or any combination of the
foregoing, amend any Event of Defaullt.

The Republic and the Fiscal Agent (and, in the case of the Banco Central Undertaking, with the agreement of Banco
Central) may, upon agreement among themselves, without the vote or consent of any holder of the Bonds, modify,
amend or supplement the Fiscal Agency Agreement or the Bonds for the purpose of (A) adding to the covenants of
the Republic for the benefit of the holders of Bonds, (B) surrendering any right or power conferred upon the
Republic, (C) securing the Bonds pursuant to the requirements of the Bonds or otherwise, (D) curing any ambiguity,
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or curing, correcting or supplementing any defective provision contained in the Fiscal Agency Agreement, the
Banco Central Undertaking or in the Bonds or (E) amending the Fiscal Agency Agreement or the Bondsin any
manner that the Republic, Banco Central and the Fiscal Agent, as the case may be, may determine and that shall not
be inconsistent with the Bonds and that shall not adversely affect the interest of any holder of Bondsin any material

respect.

It shall not be necessary for the vote or consent of the holders of the Bonds to approve the particular form of any
proposed modification, amendment, supplement, request, demand, authorization, direction, notice, consent, waiver
or other action, but it shall be sufficient if such vote or consent shall approve the substance thereof.

For purposes of determining whether the required percentage of holders of Bonds s present at a meeting of holders
for quorum purposes or has approved any amendment, modification or change to, or waiver of, the Bonds or the
Fiscal Agency Agreement, or whether the required percentage of holders has delivered a notice of acceleration of
the Bonds, Bonds owned, directly or indirectly, by Venezuela or any public sector instrumentality of Venezuela will
be disregarded and deemed not to be “ Outstanding”, except that in determining whether the Fiscal Agent shall be
protected in relying upon any amendment, modification, change or waiver, or any notice from holders, only Bonds
that the Fiscal Agent knows to be so owned shall be so disregarded. Asused in this paragraph, “public sector
instrumentality” means Banco Central, any department, ministry or agency of the federal government of Venezuela
or any corporation, trust, financial institution or other entity owned or controlled by the federal government of
Venezuela or any of the foregoing, and “control” means the power, directly or indirectly, through the ownership of
voting securities or other ownership interests, to direct the management of or elect or appoint a majority of the board
of directors or other persons performing similar functionsin lieu of, or in addition to, the board of directors of a
corporation, trust, financial institution or other entity.

Any instrument given by or on behalf of any holder of a Bond in connection with any consent to or vote for any such
modification, amendment, supplement, request, demand, authorization, direction, notice, consent, waiver or other
action will be irrevocable once given and will be conclusive and binding on all subsequent holders of such Bond or
any Bond issued directly or indirectly in exchange or substitution therefor or in lieu thereof. Any such modification,
amendment, supplement, request, demand, authorization, direction, notice, consent, waiver or other action will be
conclusive and binding on all holders of Bonds, whether or not they have given such consent or cast such vote or
were present at any meeting, and whether or not notation of such modification, amendment, supplement, request,
demand, authorization, direction, notice, consent, waiver or other action is made upon the Bonds. Notice of any
modification or amendment of, supplement to, or request, demand, authorization, direction, notice, consent, waiver
or other action with respect to the Bonds or the Fiscal Agency Agreement (other than for purposes of curing any
ambiguity or of curing, correcting or supplementing any defective provision hereof or thereof) shall be given to each
holder of Bonds affected thereby, in all cases as provided in the Bonds.

Notices

Notices will be mailed to holders of Bonds at their registered addresses and shall be deemed to have been given on
the date of such mailing. Euroclear and Clearstream, Luxembourg will communicate such notices to their
participants in accordance with their standard practices. In addition, all notices to holders of the Bonds will be
published, if and for so long as the Bonds are listed on the Officia List of the Luxembourg Stock Exchange, in a
daily newspaper of general circulation in Luxembourg or by publication on the website of the Luxembourg Stock
Exchange at http://www.bourse.lu. It is expected that such publication, if required, will be made in Luxemburger
Wort. If any publication in aleading newspaper or on the website at http://www.bourse.lu is not practicable, notice
will be given in another way consistent with the rules of the Luxembourg Stock Exchange.

Judgment Currency

U.S. dollars are the sole currency of account and payment for al sums payable by the Republic under or in
connection with the Bonds, including damages. Any amount received or recovered in a currency other than U.S.
dollars (whether as aresult of, or of the enforcement of, ajudgment, order of a court of any jurisdiction or for any
other reason) by any Bondholder in respect of any sum expressed to be due to it from the Republic under any Bond
shall only constitute a discharge to the Republic to the extent of the U.S. dollar amount which the recipient is able to
purchase in accordance with normal banking procedures with the amount so received or recovered in that other
currency on the date of that receipt or recovery (or, if it is not practicable to make that purchase on that date, on the
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first date on which it is practicable to do so). If that U.S. dollar amount isless than the U.S. dollar amount expressed
to be due to the recipient under any Bond, the Republic shall indemnify it against any loss sustained by it as aresult.
If that U.S. dollar amount is more than the U.S. dollar amount expressed to be due to the recipient under the Bond,
each such recipient shall reimburse the Republic the amount of the excess. In any event, the Republic shall
indemnify the recipient against the cost of making any such purchase. For the purposes of this provision, it will be
sufficient for the Bondholder to demonstrate that it would have suffered aloss had an actual purchase been made.
These indemnities constitute a separate and independent obligation from the Republic’ s other obligations, shall give
rise to a separate and independent cause of action, shall apply irrespective of any indulgence granted by any
Bondholder and shall continue in full force and effect despite any other judgment, order, claim or proof for a
liquidated amount in respect of any sum due under any Bond or any other judgment or order.

Governing Law, Jurisdiction and Waiver of | mmunity

The Fiscal Agency Agreement and the Bonds are governed by, and shall be construed in accordance with, the laws
of the State of New Y ork.

The Republic agrees that any suit, action or proceeding against it or its properties, assets or revenue with respect to
the Bonds (a“ Related Proceeding”) shall be brought exclusively in the courts of England that sit in London; in the
Supreme Court of the State of New Y ork, County of New Y ork; in the United States District Court for the Southern
District of New Y ork; or in the courts of the Republic that sit in Caracas, as the person bringing such Related
Proceeding may elect in its sole discretion, provided that if none of the courts specified above located in the country
in which such person has elected to bring such Related Proceeding is a court that has jurisdiction of the subject
matter or is otherwise competent under applicable law to hear and determine such proceeding, such Related
Proceeding may be brought in such other court located in such country as shall have jurisdiction of the subject
matter or be otherwise competent under applicable law to hear and determine such Related Proceedings, or if such
Related Proceeding seeks relief or ajudgment that is enforceable only against any of its properties, assets or
revenues that are subject to the jurisdiction of any other court located in the countries listed above and is limited to
the value of such properties, assets or revenues, such Related Proceeding may be brought in any such court (all such
courts described in this sentence being referred to as “ Specified Courts’). The Republic also agrees that any
judgment obtained in any of the Specified Courts arising out of any Related Proceeding may be enforced or
executed in any Specified Court or any other court of competent jurisdiction whatsoever, and any judgment obtained
in any such other court as aresult of such enforcement or execution may be enforced or executed in any such other
court of competent jurisdiction (all courts other than Specified Courts being referred to as “ Other Courts’), by
means of a suit on the judgment or in any other manner provided by law. The Republic hereby irrevocably submits
to the exclusive jurisdiction of each of the Specified Courts for the purpose of any Related Proceeding and, solely
for the purpose of enforcing or executing any judgment referred to in the preceding sentence (a“Related
Judgment”), of each Specified Court and each Other Court. The agreement made by the Republic in this Section
with respect to jurisdiction is made solely with respect to Related Proceedings and the enforcement or execution of
Related Judgments and under no circumstances shall it be interpreted as a general agreement by the Republic with
respect to proceedings unrelated to the Bonds.

The Republic agrees that service of all writs, process and summonses in any Related Proceeding or any suit, action
or proceeding to enforce or execute any Related Judgment brought against it in England may be made upon the
officer in charge of the department of consular affairs at the Embassy of the Republic, presently located at One
Cromwell Road, London SW7 2HW, England (the “London Process Agent”) and service of all writs, process and
summonsesin any Related Proceeding or any suit, action or proceeding to enforce or execute any Related Judgment
brought against it in the State of New Y ork may be made upon the Consul General of the Republic or, in hisor her
absence or incapacity, any official of the Consulate of the Republic, presently located at 7 East 51st Street, New
York, New York 10022, U.S.A. (the “New Y ork Process Agent” and, together with the London Process Agent, the
“Process Agents’), and the Republic appoints each Process Agent as its agent to receive such service of any and all
such writs, process and summonses, and agrees that the failure of any of the Process Agentsto give any notice to it
of any such service of process shall not impair or affect the validity of such service or of any judgment based
thereon. The Republic agrees to maintain at all times an agent with officesin London to act asits London Process
Agent, and an agent with officesin New Y ork to act asits New Y ork Process Agent as aforesaid (each such agent to
be appointed by a power of attorney granted before a Venezuelan notary public, and the Republic hereby agrees that
each such power of attorney shall provide that it may not be revoked unless an alternative agent for service of
process with an office in New Y ork or London, as the case may be, shall have been appointed and the holders shall
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have been given notice thereof). Nothing in the Bonds shall in any way be deemed to limit the ability to serve any
such writs, process or summonses in any other manner permitted by applicable law.

The Republic irrevocably consents to and waives any objection which it may now or hereafter have to the laying of
venue of any Related Proceeding brought in any of the Specified Courts or to the laying of venue of any suit, action
or proceeding brought solely for the purpose of enforcing or executing any Related Judgment in any of the Specified
Courts or Other Courts, and further irrevocably waives, to the fullest extent it may effectively do so, the defense of
an inconvenient forum to the maintenance of any Related Proceeding or any such suit, action or proceeding in any
such court.

To the extent that the Republic or any of its revenues, assets or properties shall be entitled, with respect of any
Related Proceeding at any time brought against the Republic or any of its revenues, assets or propertiesin any
jurisdiction in which any Specified Court islocated, or with respect to any suit, action or proceeding at any time
brought solely for the purpose of enforcing or executing any Related Judgment in any jurisdiction in which any
Specified Court or Other Court islocated, to any immunity from suit, from the jurisdiction of any such court, from
attachment prior to judgment, from attachment in aid of execution of judgment, from execution of ajudgment or
from any other legal or judicia process or remedy, and to the extent that in any such jurisdiction there shall be
attributed such an immunity, the Republic irrevocably agrees not to claim and irrevocably waives such immunity to
the fullest extent permitted by the laws of such jurisdiction (including, without limitation, the Foreign Sovereign
Immunities Act of 1976 of the United States) and consents generally for the purposes of the State Immunity Act of
1978 of the United Kingdom to the giving of any relief or the issue of any processin connection with any Related
Proceeding or Related Judgment, provided that such agreement and waiver, insofar asit relatesto any jurisdiction
other than ajurisdiction in which a Specified Court islocated, is given solely for the purpose of enabling the holders
of the Bonds to enforce or execute a Related Judgment. In addition, to the extent that the Republic or any of its
revenues, assets or properties shall be entitled, in any jurisdiction, to any immunity from set-off, banker’s lien or any
similar right or remedy, and to the extent that there shall be attributed, in any jurisdiction, such an immunity, the
Republic hereby irrevocably agrees not to claim and irrevocably waives such immunity to the fullest extent
permitted by the laws of such jurisdiction with respect to any claim, suit, action, proceeding, right or remedy arising
out of or in connection with the Bonds; provided, however, that under the laws of Venezuela, the Republic and its
properties located in Venezuel a have immunity from set-off, attachment prior to judgment, attachment in aid of
execution and execution of ajudgment in actions and proceedingsin Venezuela.

Further Issues

The Republic may from time to time without the consent of the holders of the Bonds, create and issue additional
Bonds that may be consolidated and form a single series with the outstanding Bonds; provided that such additional
Bonds do not have, for purposes of U.S. federal income taxation (regardless of whether any holders of such
additional Bonds are subject to the U.S. federal tax laws), a greater amount of original issue discount than the Bonds
have as of the date of the issue of such additional Bonds.

Listing

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

Asof or For the Year Ended December 31,

2005 2006 20079 2008 2009®
(per centage change)

Real GDP Growth (Decling)@ .........co.cooveeveeeeneeeeeeneeiereenenn. 10.3% 9.9% 8.2% 4.8% 33)%
Petrol UM SECOT ..ot 1.5 (2.0) 4.2 25 (7.2)
NON-PELrOlEUM SECLON ......cveveiiieiirieere e 122 10.9 9.6 51 (2.0)

Consumer Prices
End of Period.. 14.4 17.0 225 319 26.9
AVEFAQE.....ciiiiiiieeecie s 16.0 13.7 18.7 314 28.6

Wholesale Prices
ENd of PEriod.......cccovieiieereiceree s 15.3 18.0 18.0 36.7 22.2
AVEFAQE....c.eiiieiieieeeee e 18.8 14.6 18.1 25.1 315

Unemployment (iN 90) ......coeoeeererereerieisieseeesee e 11.4% 9.3% 7.5% 6.8% 7.5%

(in millions of U.S. dollars, except wher e noted)
Balance of Payments

EXPOIS (f.0.D.) eeeiiiicie e $55,716 $65,578 $69,010 $95,138 $57,595
Imports (f.0.b.) .. ... (24,008) (33,583) (46,031) (49,482) (38,442)
Trade Balance.........cc.cccveveecrecnenne. ... 31,708 31,995 22,979 45,656 19,153
Current Account SUrplus (DEfiCit) ....oovvveerereriereiirieieneinenns 25,447 26,462 18,063 37,392 8,561
OVEraAll BAANCE. ... ssesessessessssssseienes 5,454 4,964 (5,742) 9,275 (10,262)
International Reserves

Gross Banco Central RESEIVES........c.oouveveeveveeiievieereie e $29,636 $36,672 $33,477 $42,299 $35,000
Liquid Banco Central Operating Reserves. 23,453 28,933 23,686 32,581 17,687
Net International Reserves at Banco Central . 23101 28,731 23,094 31,804 17,446
Other International Monetary Assets™ ..........cc.coooveverveneennns 313 430 97 207 279
Stabilization FUNG ......c.ceuevrirircceeeee e 732 768 809 828 830
Average Petroleum Export Price (U.S.$/barrel) .. 46.0 56.5 65.0 86.5 57.0
IMPOrts COVEIAgE™ ........vvveereeereeeveereeeeeseeseee s snnes 15.0 13.7 9.4 10.3 10.9

(in millions of 1997 Constant Bolivares)
Central Government

Total REVENUES........coviieiieciirieee et Bs.16,843.0 Bs.20,765.3 Bs21,072.8 Bs.18,841.0 Bs.13,366.5

Total Expenditures....... 15,849.6 20,752.8 18,855.5 19,752.4 16,507.7

Overall Surplus (Deficit) . 993.4 125 2,217.3 (911.4) (3141.2)

(as percentage Of GDP) ......c.covvivvireecinirieecrireeees e 1.6% 0.0% 3.0% (1.2)% (5.1)%

(percentage changein real terms)

Monetary Aggregates®

Money Supply (M2) . 33.5% 44.8% 4.4% (3.9% (4.5%

MONBLANY BESE........oovveeeeeeeeereeeeeesiieseessesssesssessseesssnssssssnnens 22.2% 65.9% 17.0% (1.0)% (7.0)%

0] Preliminary figures.

2 Based on constant Bolivares of 1997 purchasing power, referred to as 1997 Constant Bolivares. Calculation of Real GDP Growth
figures include certain import rights that are not itemized as components of petroleum or non-petroleum Real GDP Growth.

3 Other than amounts in the Stabilization Fund.

4 Number of months of Imports (Fob) covered by Gross Banco Central Reserves.

5) Calculated by dividing Money Supply (M2) and Monetary Base nominal levels by Consumer Price Index in 2007 Constant Bolivares.

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

INTRODUCTION

Palitical Developments

In December 1998, Mr. Hugo Chavez Frias was elected President for a five-year term, capturing 56.5% of the vote.
His inauguration took place on February 2, 1999. The administration of President Chavez has contended that a
major political shift based on popular participation is occurring, which it has called a “Bolivarian Revolution”. In
1999, under the Chavez administration, a new Constitution was approved by a significant majority of Venezuelans
in apopular referendum. The 1999 Constitution contains provisions designed to benefit the poorest sectors of the
population, modify the structure of the branches of government and introduce significant advances in human rights.
The government of President Chavez, referred to as the Government, has introduced further social and economic
reforms aimed at benefiting the poor.

Beginning in December 2001, there was a period of intense political and social turmoil involving groups that
opposed and those that supported the Government. In April 2002, a group of high-ranking military officers effected
abrief coup d'etat, and in December 2002, a business federation led a nation-wide work stoppage that |asted two
months and crippled oil production. Although the December 2002 work stoppage failed to achieve its primary

obj ective of removing President Chavez from power, the Government and opposition groups signed an agreement in
May 2003 that established a constitutional solution to the political instability facing Venezuelain the form of a
potential referendum on the rule of President Chavez. On August 15, 2004, arecall referendum was held in which
approximately 59% of the votes cast were against recalling President Chavez.

The last elections for state and local officials were held on November 23, 2008 and included over 500 races,
including 23 state governors, 335 mayors and 167 state legidlative council members. Candidates from the party
headed by President Chavez won 17 of the 23 gubernatorial elections and approximately 80% of the mayoral
offices, but candidates associated with opposition parties were elected in Venezuela s three most populous states, as
well as several major cities including the federal district of Caracas and Maracaibo. The next elections for state and
local officials are scheduled for November 2012.

Presidential Election

On December 3, 2006, President Chavez was re-elected President for a six-year term, capturing 62.8% of the vote.
Upon his re-election in December 2006, President Chavez proposed to the group of political parties aligned with his
administration the creation of a unified socialist political party, Partido Socialista Unido de Venezuela, or PSUV.
These parties are not obligated to join PSUV and can remain independent at their discretion. This means that
affiliation with the party has been voluntary. The PSUV, then comprised of six political parties, officially registered
with the National Electoral Council, referred to asthe CNE, on April 17, 2008. The PSUV is one of many political
partiesin Venezuela.

Constitutional Amendment

On August 15, 2007, President Chavez submitted to the Asamblea Nacional, or National Assembly, in accordance
with procedures contained in the 1999 Constitution, a proposal to amend the 1999 Constitution. In addition to the
proposed amendments to the 1999 Constitution submitted by President Chavez, members of the National Assembly
proposed additional changes. According to the figures announced by the CNE, on December 2, 2007,
approximately 50.8% of the voters rejected the changes to the 1999 Constitution proposed by President Chavez and
approximately 51.1% of the voters rejected the amendments proposed by the National Assembly. Asaresult,
neither set of proposals was approved by the voters.

In December 2008, President Chavez submitted a new proposal to the National Assembly to amend the 1999
Constitution to eliminate all term limits on the number of times elected officials may hold the same office. The
National Assembly called for areferendum to be held on February 15, 2009 to decide on whether to approve or
disapprove of the proposed amendment. According to the figures announced by the CNE, approximately 54.9% of
the voters approved the changes to the 1999 Constitution.

25



Modificationsto the Bolivar

On March 6, 2007, President Chavez issued a law-decree that established a redenomination of the Bolivar, which
became fully effective on January 1, 2008. Under the redenomination plan, all amounts expressed in the national
currency before the redenomination were divided by 1,000. Accordingly, the measure established a new monetary
scale that eliminated three zeroes from all denominations of the national currency. In preparation for the conversion,
the adjective “ Fuerte” was, for a transition period ended on January 1, 2009, added to the word “Bolivar”, to make it
“Bolivar Fuerte.” Additionally, all prices had to be expressed in both Bolivares and Bolivares Fuertes from October
1, 2007 until January 1, 2008. Thetitle “Bolivar Fuerte” was rescinded on January 1, 2009. Since that date, the
domestic currency of Venezuelais again officialy referred to asthe Bolivar. Accordingly, effective January 1,
2008, the U.S. dollar exchange rate was set at Bs.2.14 = U.S.$1.00 for purchase operations and Bs.2.15 = U.S.$1.00
for sale operations.

On January 8, 2010, the government of V enezuel a established a new dual exchange rate regime. According to
Convenio Cambiario No. 14, the Ministry of Finance, together with Banco Central, established an exchange rate of
Bs.2.60 = U.S.$1.00 for essential goods, including food, health, imports of machinery and equipment, science and
technology, as well as all non-petroleum public sector transactions and other special cases. The exchange rate for all
other transactions was set at Bs.4.30 = U.S.$1.00.

Domestic and Regional Initiatives

President Chavez's administration has been devel oping a number of social, health, education, and other initiatives
aimed at transforming V enezuelan society within amodel that is broadly referred to as“ Socialism for the 21%
Century”, in which the concepts of political participation and social inclusion are cornerstones. At the sametime,
the administration is developing a variety of economic integration agreements under the “Bolivarian Alternative for
the Americas’. Theseinitiatives are designed to strengthen economic, financial and technical cooperation among
Latin American and Caribbean countries.

Domestic Initiatives

Given the profound economic disparities found in the social structure of the country, the domestic initiatives are
focused on the need to redirect economic resources to the poorer segments of society in order to create the proper
conditions for sustainable growth and the highest level of welfare for the inhabitants of Venezuela. In addition, the
initiatives seek to give a greater voice to workers in business enterprises. The following initiatives, among others,
have been or are currently being undertaken:

o thereallocation of unproductive business assets to productive activities in order to promote job creation;
e thecreation of new ministries with responsibility for housing, nutrition, gender equality and financial aid;

e themandatory allocation of a portion of commercial banks' credit portfolios to pivotal economic areas such
as housing, agriculture, tourism and manufacturing;

e the strengthening of existing, and creation of new, national development and socia funds to provide
specific resources to major infrastructure projects and massive socia programs;

e theintroduction of diverseinitiatives of co-management and self-management among workers, employers
and supervisors, as options to reshape either state companies and/or abandoned manufacturing facilities, as
afast-track measure to activate these entities and to promote stable job generation;

e thecreation of Government-owned entities to provide low-cost commercial services with ahigh level of
social impact, such as airlines, telecommunications and food chain distribution;

e the purchase, at market prices, of all companiesin the electric sector and Compafiia Anénima Nacional
Teléfonos de Venezuela, referred to as CANTV, Venezueld's largest telephone carrier, to secure stability in
service rates and minimize their impact on inflation;

26



the formation of joint ventures for certain cement and chemical companies and foodstuff producers and
retailers;

the purchase of all companies in the cement sector and Sderdrgica del Orinoco, C.A,, referred to as
SIDOR, Venezuela s largest steelmaker, to help reduce pricesin Venezuela;

the nationalization of the briquettes producers located in the Guayana region of southern Venezuela; and

the purchase of Banco de Venezuela, the fourth largest bank in Venezuela, and the nationalization of
additional banks.

Regional Initiatives

The Chavez administration is pursuing initiatives to build regional relationships and strengthen the economic,
financial and technical cooperation among Latin American and Caribbean countries. Among the initiatives are the
following:

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

Petroamerica- promoting the regional integration of state energy companies, divided into “Petrosur”,
comprising the southern cone and Bolivia, and “PetroCaribe” comprising the Caribbean. The stated
purpose of the regional arrangement is to strengthen Venezuela s presence in the international markets by
eliminating trade barriers, increasing its refining infrastructure and reducing costs;

Regional Economic Assistance- assisting governments in the region by purchasing financial instruments
and supplying petroleum products under favorable trading conditions;

Enhanced relations with Latin American and Caribbean countries- strengthening economic ties with
Argentina, Cuba, Ecuador, Nicaragua and other nations and receiving additional support from those
countries in connection with the development of the social agenda of the Chavez administration;

Bilateral and Multilateral Agreements- entering into bilateral trade and development agreements with
countriesin the region, such as: (1) the agreements with Brazil covering energy, mining, military
cooperation and the development of an offshore natural -gas project; (2) the agreement among Venezuela,
Boliviaand Cuba signed on April 29, 2006, and the subsequent addition of Honduras, Nicaragua and the
Caribbean nation of Dominica, that cover initiativesin trade, health and energy, among other matters; and
(3) the agreements to construct gas pipelines from Venezuela to such other countries as Colombia, Brazil,
Argentina, Uruguay, Paraguay and Bolivig;

Banco del Sur- promoting the creation and operation of an institution for development financing in the
region which will serve to foster regional integration through the financing of major integration projectsin
South American countries. The bank was established in 2007 through a treaty signed by seven countries:
Argentina, Brazil, Bolivia, Ecuador, Paraguay, Uruguay and Venezuela, and in March 2009, the countries
agreed to contribute atotal of U.S.$7.0 billion ininitial capital. In September 2009, the seven countries
signed the constitutive act officially creating Banco del Sur; as of July 2010, however, Banco del Sur had
not begun operations;

Bank of the ALBA- creating aregiona bank to enhance the economic and social integration of the member
nations with an emphasis on contributing to sustainable economic and socia development by reducing
poverty, strengthening integration and promoting economic exchange equitably among the members. The
Bank of the Bolivarian Alliance for the Americas, or the Bank of the ALBA was created in January 2008
with initial start-up capital of U.S.$1.0 billion. The Bank of the ALBA is headquartered in Caracas, and
Venezuelaisthe principal contributor with a contribution of 85% of the bank’s capital. In April 2010, the
president of the Bank of the ALBA stated that it has over U.S.$85 million to finance different projects;
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o UNASUR- promoting the creation of an intergovernmental regional body aimed at improving economic
and palitical integration in South America. The South American Union of Nations, or UNASUR, was
officially established on May 23, 2008 when the leaders of the 12 member nations signed the Constitutive
Treaty of UNASUR. The UNASUR members are: Argentina, Bolivia, Brazil, Chile, Colombia, Ecuador,
Guyana, Paraguay, Peru, Suriname, Uruguay and Venezuela; and

e SUCRE- creating aunified instrument for commercial transactions among ALBA member countries that
enables ALBA membersto buy and sell goods using their domestic currency. Use of the Sistema Unitario
de Compensacion Regional de Pagos, or Unified System for Regional Compensation, referred to asthe
SUCRE, is designed to enable countries to conserve foreign currency and lower transaction costs, opening
the way for further trade devel opments between the member countries. In October 2009, ALBA members
signed atreaty establishing the SUCRE, and it has been used as a common form of payment between
importers and exporters since February 2010.

2007 Enabling Law

On January 31, 2007, the National Assembly passed the 2007 Enabling Law, granting President Chavez the power
to legislate and approve laws by decree for a period of 18 months in a number of areas, including nationalizations,
hydrocarbons, electric utilities, telecommunications, taxes, social security and public finance.

During the course of the 18 months that the 2007 Enabling Law was in effect, atotal of 67 laws were decreed
governing the following areas, among others:

e theredenomination of the Bolivar, effective January 1, 2008;

e theamendment of the law governing the regulation of the administration of public sector finances and the
annual budget;

o theamendment of the law governing the regulation of the banking and financial sector;
e the establishment of new mechanisms promoting economic development at the community level;
o theestablishment of new regulationsin support of small and medium enterprises;

¢ the amendment of the law governing the Banco de Desarrollo Econémico y Social de Venezuela, or
BANDES;

e the establishment of a new social fund for the effective distribution of the excess revenues of the entitiesin
the consolidated public sector; and

e theestablishment of mechanismsto prevent food hoarding and speculation.

Nationalization of Heavy Oil Projects

In February 2007, President Chavez issued alaw-decree under the authority conferred by the 2007 Enabling Law,
pursuant to which the existing four Orinoco Belt heavy oil projects that had been established in the 1990s as joint
ventures controlled by private sector petroleum companies, Petrozuata, Sincor, Cerro Negro and Hamaca, would be
mandatorily converted into Empresas Mixtas, or Mixed Companies, in which Corporacién Venezolana del Petrdleo,
or CVP, awholly-owned subsidiary of Petrdleos de Venezuela, SA., referred to as PDV SA, or another PDV SA
subsidiary, will hold an equity interest of at least 60% in accordance with the Hydrocarbons Law. The Ministry of
Popular Power for Energy and Petroleum was required to make a val uation of each new Mixed Company in order to
determine the fair value of the participation of the PDV SA subsidiary in each Mixed Company and to provide any
economic or financial adjustment as necessary. The law-decree also provided that existing profit-sharing
agreements for the exploration of the Golfo de Paria Oeste, Golfo de Paria Este and the blocks known as La Ceiba,
aswell as Orifuels Snovensa, SA., must be converted into Mixed Companies.
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In May 2007, CVP completed the acquisition process with respect to the four Orinoco Belt strategic associations,
Petrozuata, Sincor, Cerro Negro and Hamaca. In June 2007, Chevron Texaco, Statoil, Total, BP, Eni SpA (ENI),
Petroleum & Chemical Corp (Sinopec), and Ineparia agreed to convert their participations in the four Orinoco Oil
Belt projectsinto Mixed Companies controlled by PDV SA, increasing PDV SA’ s average participation in the
projects to 78%.

ExxonMobil and ConocoPhillips, the majority partnersin the Cerro Negro and Petrozuata projects, respectively,
have failed to reach afinancial agreement with PDV SA regarding the required sale of their ownership interests. As
aresult, an ExxonMobil affiliate filed arequest for arbitration with the International Centre for Settlement of
Investment Disputes, or ICSID, because of its having been unable to successfully negotiate the terms of, or agree on
the value of, the assets in the Cerro Negro project being transferred to the Republic. Prior to the enactment of the
law-decree, ExxonMobil had a 41.7% interest in the Cerro Negro project. On January 25, 2008 the ExxonM obil
affiliate commenced an additional arbitration under the rules of the International Chamber of Commerce.

On December 27, 2007 and January 8, 2008 the ExxonMobil affiliate obtained from the U.S. District Court for the
Southern District of New Y ork an attachment order totaling U.S.$315 million against accounts of a PDV SA affiliate
and on January 25, 2008 the ExxonMobil affiliate obtained a freezing injunction from the High Court of Justicein
London preventing the removal or non-ordinary course disposition of up to U.S.$12 billion in assets of PDVSA and
its affiliates in the United Kingdom and the non-ordinary course disposition of up to that amount of assets elsewhere
inthe world. On March 18, 2008, the High Court of Justice in London lifted the U.S.$12 hillion freeze order. A
court in the Netherlands has issued an order relating to the freezing of certain PDV SA assets in the Netherlands and
in the Netherlands Antilles. On June 10, 2010, the ICSID tribunal ruled on the first phase of the case, which focused
solely onjurisdictional issues and not on the merits of the claims nor the damages. According to the decision, the
ICSID tribunal hasjurisdiction only over disputes that occurred after February 2006.

Other Nationalizations

In addition to the nationalizations of the Heavy Oil projects, in January 2007 President Chavez announced a plan to
nationalize various strategic areas of the economy in order to further state control of the development of these
sectorsin Venezuela. During the first six months of 2007, the Government acquired majority interestsin certain
electricity and telecommunications companies that had been operated and controlled by the private sector through a
process of negotiated acquisitions with the controlling shareholders of those entities. As aresult, the Government,
through PDV SA, controls approximately 93% of C.A. La Electricidad de Caracas, referred to as EDC, formerly the
largest private sector electricity company in Venezeuela, and 86% of CANTV, Venezuela s largest telephone
carrier. Asaresult of these nationalizations, the Government intends to facilitate access to efficient and reliable
energy and communication services at an affordable price. After the Government acquired the majority interest in
CANTV, on March 24, 2008, Brandes Investment Partners, LP, filed arequest for arbitration with ICSID alleging
expropriation of their sharesin CANTV. Asof July 2010, this proceeding is pending.

On April 16, 2008, Ternium, SA., Consorcio Sderurgia Amazonia, Ltd., referred to as Ternium, and SIDOR, signed
an agreement referred to as “ Agreement Relating to the Transfer of SIDOR to the Venezuelan State” under which
they agreed to establish a Transition Commission composed of eleven persons designated by the Ministry of Popular
Power for Basic Industry and Mines to liaise with SIDOR’s Board of Directors in connection with the transfer of the
shares and operations of SIDOR to the Venezuelan Government. This Commission will have oversight powers over
SIDOR’ s activities to ensure the protection of the Venezuelan Government’ sinterests. Under the agreement,
SIDOR’s Board of Directors will continue to perform its duties relating to SIDOR’s ordinary course of business
until the transfer of a majority of SIDOR’ s shares to the Venezuelan Government has been completed. The
agreement also contemplates that the V enezuelan Government will undertake the negotiation of a new collective
bargaining agreement with SIDOR’ s workers' union.

On April 29, 2008, the National Assembly declared the Orinoco Steel Production Center (Centro de Produccién
Sderurgica del Orinoco) where SIDOR islocated, SIDOR'’ s shares of capital stock and SIDOR’ sreal property,
machinery and equipment as public utility and social interest assets. On May 11, 2008, pursuant to Decree Law No.
6,058, dated April 30, 2008, SIDOR and its subsidiaries and associated companies were designated as state-owned
enterprises, and the activities of such companies were declared to be of public and social interest. In connection
with that designation and declaration, SIDOR has been under operational control of Corporacion Venezolana de
Guayana, a Venezuelan governmental entity referred to as CV G, since July 12, 2008.
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On May 7, 2009, Ternium agreed to receive an aggregate amount of U.S.$1.97 billion from CV G as compensation
for the sale of the 59.73% ownership interest of SIDOR held by Ternium. Of the remaining 40.3% ownership
interest, 20.32% was held by CV G and 19.95% was held by the employees of SIDOR.

In March 2010, the government of Venezuela paid SIDOR compensation payments to Ternium consisting of
U.S.$158.2 million due under the first tranche, and a U.S.$142.0 million mandatory prepayment due under the
second tranche.

On June 18, 2008, President Chavez signed a decree ordering the nationalization of the cement sector, including
Cemex Venezuela, SA.C.A. (Vencemos), or Cemex, Holcim (Venezuela) C.A., or Holcim, and Fabrica Nacional de
Cementos, SA. C.A. (Lafarge Group), or Lafarge. The Government set a 60-day deadline to negotiate the
companies’ compensation, among other matters. In August 2008, the Government acquired control of
approximately 89% of Lafarge’slocal operations and approximately 85% of Holcim. Holcim failed to reach
agreement regarding adequate compensation, and on April 10, 2009, Holcim filed a request for arbitration with
ICSID. Asof July 2010, this proceeding is pending.

On August 18, 2008, the Venezuelan Government took operational control of Cemex upon expiration of the
negotiation period, but President Chévez subsequently signed a decree extending the negotiation period upon an
official request by the Mexican government. As was the case with Holcim, Cemex also failed to reach agreement
regarding adequate compensation, and as a result, on October 30, 2008, Cemex filed arequest for arbitration with
ICSID. Asof July 2010, this proceeding is pending.

On May 7, 2009, the National Assembly passed alaw that grants the President the power to declare atota or partial
nationalization of stocks or assets of companies that are essential to the petroleum industry. PDV SA, or its
affiliates, will take possession of these assets and assume control of operations of nationalized entities, including
employment of petroleum sector employees. Under this new law, any controversy arising from actions taken under
thislaw will be heard exclusively in Venezuelan tribunals under Venezuelan law. Since the passage of this law, the
Republic has acquired over 74 companies from the petroleum sector.

In July 2009, the Government purchased Banco Santander, SA.’s stake in Banco de Venezuela, the Republic’'s
fourth-largest bank by assets, for approximately U.S.$1.1 billion in order to strengthen the public banking system.
Approximately U.S.$630 million was paid in July 2009, U.S.$210 million was paid in October 2009 and the final
U.S.$210 million was paid in December 2009.

In late 2009 and early 2010, the Government took control of certain hotels, banks, energy plants and oil rigs,
insurance firms, farms, industrial warehouses, investment firms and supermarkets, among other entities and assets.

Between July 2009 and July 2010, President Chavez announced the Government was taking control of eleven
privately-run financial institutions. Citing non-transparency, hon-compliance with government-imposed quotas on
lending to the manufacturing, agriculture and tourism industries, improper use of depositors’ funds, and insolvency,
the Government liquidated two banks and nationalized the remainder of the institutions. The Government created a
state-run bank, Banco Bicentenario, by merging four of the nationalized banks—Banco Confederado, Central Banco
Universal, BaNorte and Bolivar Banco—with the state-run bank, Banfoades Bank. Banco Bicentenario is expected
to hold approximately 20% of depositsin Venezuela. The Government insured depositsin the nationalized banks up
to Bs.30,000, and guaranteed that more than 90% of the depositors in each of the nationalized banks will recover
their deposits. On June 14, 2010, the Government announced the intervention of Banco Federal, C.A.

Other nationalized assets are being used to further social and economic development. In April 2010, nationalized
insurance firms were used to create a state-owned insurance company aimed at reforming healthcare. 1n January
2010, Hipermercados Exito, a superstore chain in Venezuela, was nationalized by presidential decree following
charges of price gouging in defiance of the newly established economic policies. The stores purchased by the
Government will be used to expand Comerso, a Government-run, low-cost retail chain.

Nationalized oil rigs and power plants are being utilized by PDV SA to increase oil production and the capacity of

the electricity grid. On June 30, 2010, Venezuelatook control of eleven ail rigs that were the property of U.S.
driller Helmerich & Payne, Inc., or H& P, after H& P and PDV SA could not agree on renegotiated rates and service
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plans. PDV SA plansto use the drillsto increase il production by approximately 300,000 bpd and to strengthen the
country’ s sovereignty over the oil sector.

In May 2010, the Government began to focus on the food industry as a sector of strategic importance, and has
announced its intention to nationalize several foodstuff producers and retailers. That month, the Government
announced that it was nationalizing Molinos Nacionales C.A., or Monaca, afood company that is a subsidiary of
Gruma, S.A.B de C.V., or Gruma.

Recent Economic Developments

In 2009, Gross Domestic Product, or GDP, totaled approximately Bs.56.0 billion in 1997 Constant Bolivares,
contracting by 3.3% as compared to 2008. The economic contraction in 2009 was primarily due to a decrease in the
petroleum sector of 7.2% and a decrease in the non-petroleum sector of 2.0%. The contraction in the petroleum
sector in 2009 was due in large part to the December 2008 production cuts agreed upon by the Organization of the
Petroleum Exporting Countries, or OPEC. The contraction in the non-petroleum sector in 2009 resulted primarily
from decreases of 11.2% in the mining sector, 7.9% in the trade sector and 6.4% in the manufacturing sector, as
compared to 2008. Inthefirst quarter of 2010, Venezuela's GDP registered an estimated real decrease of 5.8%
compared to the same period of 2009. The decrease in GDP was primarily due to atemporary restriction on access
to foreign exchange for imports of goods and services, a contraction of aggregate demand in consumption and
investment and the effect of environmental conditions that led to the implementation of an energy saving planin
order to encourage the rational and equitable use of electricity.

On April 3, 2008, INE, in affiliation with the Ministry Finance, and Banco Central issued Resolution No. 08-04-01
regulating the National Consumer Price Index or INPC (Indice Nacional de Precios al Consumidor) effective as of
January 1, 2008. INPC covers the same items as the consumer price index (Indice de Precios al Consumidor), or
CPI, but with a national geographic scope. The previous system only covered the Caracas and Maracaibo
metropolitan aress.

Inflation figures from January 1, 2008 have been calculated using INPC. Figures prior to January 1, 2008 will not
be re-calculated. INPC has as its base period December 2007 and is published monthly within the first ten days of
each month. For the year ended December 31, 2009, the rate of inflation, as measured by the INPC, stood at 25.1%.
For the twelve-month period ended July 31, 2010, inflation, as measured, by the INPC ,was 30.5%. For the seven-
month period ended July 31, 2010, the rate of inflation, as measured by the INPC was 18.0%, representing an
increase of 4.9% as compared to the same period in 2009.

The Government has adopted a policy of containing inflationary pressuresin the economy and is taking a number of
actionsto reverse the inflationary trends. These actions include avoiding the monetization of PDV SA’sincome by
direct contributions of income to the National Development Fund, referred to as the Fondo de Desarollo Nacional,
or FONDEN, and the retention of foreign exchange for direct payment of foreign currency expenditures, increasing
the amount of foreign currency made available to providers of domestic goods and services and increasing
investment in areas of the economy most prone to inflationary pressures, including the agro-industrial sector.

During the first quarter of 2007, the National Executive Branch announced additional policiesintended to control
inflation. These measures were primarily aimed at stimulating the aggregate supply, both internally and externally,
to minimize inflationary expectations and to increase price control efficiency by strengthening and expanding the
public food distribution networks. Furthermore, the VAT was removed from certain goods and services categorized
as basic necessities, in addition to the three percentage point reduction in the VAT for all other taxable goods and
services effective March 1, 2007 and a further two percentage point reduction effective July 1, 2007.

The Government is preparing economic measuresin 2010 in order to: (1) strengthen regional economic integration;
(2) decrease inflation by defining monetary policies to limit the structural causes of inflation while improving
efficiency in the foreign exchange market; and (3) increase investment levels for productive activitiesin order to
reduce economic vulnerabilities. To datein 2010, the Government has continued taking measures aimed at
controlling inflation, most notably in the food sector, by organizing food distribution and improving the foreign
exchange market for imports through a new system for transactions of securitiesin foreign currency under the
supervision of Banco Central. The Government has stated that additional structural measures are being eval uated.
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At December 31, 2009, the unemployment rate was 7.5%, compared to 6.8% in 2008. In April 2010, the
unemployment rate was 8.2%.

Grossinternational reserves stood at approximately U.S.$35.0 billion at December 31, 2009 (excluding amounts
deposited in the Macroeconomic Stabilization Fund, referred to as the Stabilization Fund), representing an decrease
of approximately U.S.$7.3 billion since December 31, 2008. The decrease in the gross international reserves from
2008 to 2009 was primarily due to transfersto FONDEN. At December 31, 2009, the balance in the Stabilization
Fund was U.S.$830 million, representing an increase of U.S.$2 million from year-end 2008. Gross international
reserves stood at approximately U.S.$28.5 billion at June 30, 2010 (excluding amounts deposited in the Stabilization
Fund), representing a decrease of approximately U.S.$1.4 billion since June 30, 2009. The decrease in the gross
international reserves was primarily due to a U.S.$1.0 billion withdrawal to address foreign exchange requests from
approximately 2,300 companies.

For 2009, the overall balance of payments recorded a deficit of approximately U.S.$10.3 billion and the current
account had atotal surplus of U.S.$8.6 hillion. The deficit in the 2009 overall balance of paymentsis primarily due
to expensesin the financial account and a decreased surplus in the current account. In the first three months of
2010, the overall balance of payments recorded a deficit of approximately U.S.$6.1 billion and the current account
had atotal surplusof U.S.$7.2 billion. The deficit in the balance of payments for the first three months of 2010 is
primarily due to an accumulation of international assetsin the public sector. During 2009, the capital account
recorded a deficit of U.S.$14.0 billion, and in the first three months of 2010, the capital account recorded a deficit of
U.S.$11.5 billion. The capital account deficit in 2009 was primarily due to an increase of deposits abroad by the
non-financial private sector, a decrease in public sector liabilities to foreign investors and an increase in PDV SA
assets, primarily in the form of short-term loansto foreign affiliates.

The Government’s external public debt as of December 31, 2009 totaled approximately U.S.$35.2 hillion, and the
Government’ sinternal public debt as of December 31, 2009 totaled approximately U.S.$24.7 billion. At March 31,
2010, the Government’ s external public debt totaled approximately U.S.$35.0 billion, and the Government’ s internal
public debt as of March 31, 2010 totaled approximately U.S.$24.6 billion. The decrease in the Government’s
external public debt was primarily due to payments of principal, and the decrease in the Government’ s internal
public debt was primarily due to the implementation of a new exchange rate in January 2010.

Relationswith Multilateral Institutions

In April 2007, President Chavez indicated the possibility that V enezuela would separate itself from the I nternational
Monetary Fund, or IMF, and the World Bank, stating that the country had paid back all of its obligations to both
multilateral lenders and did not concur in the policy objectives the ingtitutions were pursuing with respect to the
poorest nations. It was later announced that any decision on this matter would be subject to appropriate evaluation
and analysis. To date, Venezuela's Government has not taken any formal steps to withdraw its membership in the
IMF and the World Bank. In September 2009, Venezuela received a disbursement of approximately U.S.$3.5 billion
equivalent of Special Drawing Rights, or SDRs, from the IMF, which provided an aggregate of approximately
U.S.$33.0 hillion to central banks worldwide in order to boost their reserves and increase liquidity in their financia
systems.

Amendmentsto Central Bank Law

In July 2005, the National Assembly approved an amendment to the new Central Bank Law. The reform maintains
the “revolving account” of PDV SA, pursuant to which PDV SA is entitled to maintain its oil and gas export proceeds
in offshore accounts in amounts sufficient to cover its foreign currency-denominated investments and expenses.

Any proceeds not required to cover capital or operating expenses, taxes and dividends must be contributed by

PDV SA to FONDEN.

Under the July 2005 amendment, Banco Central is required to determine the optimum level of international reserves
and update the National Assembly on an annual basis. The optimum level of international reserves currently is
stated to be U.S.$28.0 hillion. All amounts of foreign exchange above this level are redirected to FONDEN every
six months. The reform also required that Banco Central make a one-time special contribution to FONDEN of
U.S.$6.0 hillion from Venezuela s foreign currency reserves. This deposit was completed on November 7, 2005,
and since that date through December 31, 2007, approximately U.S.$17.0 billion have been added by Banco Central
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and approximately U.S.$15.1 billion have been contributed by PDV SA. In 2008, Banco Central contributed an
additional U.S.$1.5 billion and PDV SA added an additional U.S.$6.0 billion to FONDEN, and in 2009, Banco
Central contributed U.S.$12.3 billion and PDV SA added U.S.$570 million to FONDEN. At December 31, 2009,
total FONDEN contributions amounted to U.S.$52.6 billion. For more information on FONDEN, refer to “The
Financial System—FONDEN".

On May 7, 2010, the Central Bank Law was again amended. Among other changes, the amendment provides that
Banco Central will create a Strategic Financial and Exchange System to monitor the flow of monetary and financial
information in order to guarantee the proper functioning of the economy. Under the amended law, Banco Central’s
regulatory powers over the Republic’s payment systems (domestic, bilateral and regional) have been enhanced. The
May 2010 amendment also modified Banco Central’ s operations with other financial institutions which, among
other changes, placed certain restrictions on Banco Central’s ability to receive assets from financial institutions as
collateral or aguarantee in connection with lending operations.

Also in May 2010, the Government instituted a partial reform to the Exchange Crimes Law in order to prevent the
local market from circumventing the CADIVI system through trading securities denominated in foreign currency.
In order to prevent these types of trading activities, Banco Central is the sole entity that will manage the system by
which these transactions will take place. With the reform, the foreign exchange regime now includes securities that
are denominated, or may be settled in, foreign currency. Prior to thisreform, these types of activities were typically
made through authorized exchange operators, including banks and brokerage firms.

On June 4, 2010, Convenio Cambiario No.18 was enacted in an effort to curtail the inflationary problems due in part
to local currency trading. This new regulation establishes that Banco Central will govern the terms and conditions
of local currency trading of all international bonds issued by the Republic, its decentralized entities or any other
issuer, which are denominated in foreign currency. On June 9, 2010, the System of Transactions with Securitiesin
Foreign Currency (Sistema de Transacciones con Titulos en Moneda Extranjera, or SITME) came into operation.
SITME is an electronic system which regulates the buying and selling operations in Bolivares of securities
denominated in foreign currency, in which only financial institutions may participate. Under SITME, Banco Central
determines which securities are to be traded and the price parameters for such tradesin Venezuela, and also
determines the qualifications of the buyers and sellers that may participatein SITME.

SITME allows private entities and individual s to obtain U.S. dollars in exchange for Bolivares by paying Bolivares
in exchange for foreign currency denominated securities that are issued by the Republic or entities directly or
indirectly owned by the Republic that are ultimately sold in exchange for U.S. dollars.

Private entities may only use SITME to purchase U.S. dollars to pay for imported goods, capital goods and services
which are not eligible to be paid through CADIVI, or, if they are eligible to be paid through CADIV1, the importer
may not have purchased U.S. dollars through CADIVI for 90 days prior to submitting the request to SITME.
Currently, private entities may acquire up to U.S.$50,000 per day, up to a U.S.$350,000 non-cumulative limit per
month. As of July 28, 2010, SITME has provided approximately U.S.$830 million of foreign exchange since its
creation.

33



BOLIVARIAN REPUBLIC OF VENEZUELA

Geography and Population
Geography

Venezuelais situated on the northern coast of South America. It has a coastline of approximately 2,813 kilometers
on the Caribbean Sea and the Atlantic Ocean. Colombia bordersit on the west, Brazil on the south and Guyana on
the east. Venezuela s national territory of approximately 916,445 sgquare kilometers includes 72 idandsin the
Caribbean. The Venezuelan territory varies from tropical to mountainous to Amazonian regions. Environmentally-
protected areas comprise approximately 40% of the land.

Caracas, Venezuela's capital and largest city, is Venezuela' s political, financial, commercial, communications and
cultural center. As of year-end 2009, the population of Caracas, which includes the Capital District and the Miranda
state, was approximately 5.0 million. As of the same date, the Zulia state, which includes Maracaibo, the nation’s
second-largest city, located near Venezuela's most important petroleum fields and richest agricultural areas, had a
population of 3.7 million.

Part of the eastern border with Guyana is subject to a border dispute. Venezuela has claimed that certain territory
occupied by Guyana should be considered part of Venezuela s national territory. The area of disputeis currently
under the control of Guyana. Under international accords, Venezuela and Guyana have agreed to seek a settlement
of the territorial dispute. Since the signing of the accords, Venezuela and Guyana have periodically undertaken
negotiations regarding the status of the territory. Nevertheless, the negotiations to date have not resulted in afinal
accord. The accords do not contain any final date by which the parties must resolve the dispute.

Drug traffickers, guerrillaincursions from Colombia and other incidents present a continuing problemin
Venezuela/Colombiarelations. Venezuelan armed forces have been stationed on the sparsely-populated western
border to control incursions and to provide protection to Venezuelan ranchersresiding in this area. Among other
measures taken by Venezuela, the army has deployed more troops along its border to boost security.

During 2007, Colombia was among Venezuela' s largest trading partners. On March 2, 2008, President Chéavez
announced a movement of troops towards Venezuela' s border with Colombia and on March 3, 2008 announced the
suspension of diplomatic relations with Colombia as aresult of the incursion by the Colombian military into
Ecuador and the killing by Colombian military forces of certain members of the Revolutionary Armed Forces of
Colombia, or FARC, including one of itsleaders. On March 7, 2008, the governments of Venezuela, Colombia and
Ecuador announced a resolution of their political disputes and restitution of normal diplomatic and trade relations as
part of adiplomatic mission led by the Organization of American States.

On July 28, 2009, President Chavez announced the suspension of diplomatic relations with Colombia, the
withdrawal of Venezuela s ambassador from Colombia and the review of all economic agreements between the
nations, as a result of accusations made by Colombian president, Alvaro Uribe, of an alleged weapons delivery from
the Venezuelan Army to the FARC. On August 8, 2009, President Chavez ordered the return of Venezuela' stop
diplomat to Colombia, but expressed disagreement over President Uribe' s decision to permit U.S. military personel
to use Colombian military basesin Colombia. On August 28, 2009, the presidents from the twelve UNASUR
countries met to discuss the agreement between Colombia and the United States and signed a joint declaration
focused on expressing the need to respect the sovereignty of each nation in the region and to strengthen peace
throughout the region.

On July 22, 2010, President Chavez announced the suspension of diplomatic relations with Colombia, after
Venezuela was accused by President Uribe of harboring Colombian guerrillas on Venezuelan soil before the OAS.
Population

Venezuela had an estimated population of approximately 28.3 million as of June 30, 2009, of which approximately
64.7% were between the ages of 15 and 64. The estimated Venezuelan labor force was approximately 13.0 million
at December 31, 2009.
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The Government has implemented a number of programs called Missions to improve the social welfare of poor and
extremely poor Venezuelans. According to INE, at June 30, 2009, the poor and extremely poor represented
approximately 31.7% of the Venezuelan population.

The following table sets forth, for the year 2007, comparative GDP figures and selected other comparative social
indicators for Venezuela and other selected Latin American countries:

Venezuela  Argentina Brazil Chile Colombia M exico Peru
(in U.S dollars, unless otherwise noted)
GDP (billions)™? $228.1 $262.5 $1,313.4  $163.9 $207.8 $1,0228  $107.3
GDP per capita® $12,156 $13,238 $9,567 $13,880  $8,587 $14,104  $7,836
Life expectancy at birth (years)  73.6 75.2 722 785 72.7 76.0 73.0
Adult literacy rate (%) 95.2 97.6 90.0 96.5 92.7 92.8 89.6
Q) The United Nations calculates GDP and its components as adjusted for purchasing power parity.

Source: United Nations Development Program Human Development Report, 2009.
Form of Government and Political Parties

Venezuelais divided into 23 states, a capital district and various federal dependencies.

Venezuela has had a democratically-el ected Government since 1958, following the overthrow of a military
dictatorship. The current Constitution, adopted in 1999, establishes the structure of the Venezuelan Government,
including the division of powers among the executive, legidative, judicial, civic and electoral branches, as well as
individual and collective rights and duties.

Political Parties

Prior to the mid 1990s, the two largest political partiesin Venezuela had been Accién Democrética, referred to as
AD, and Partido Social Cristiano, referred to as COPEI. These parties attracted support from a wide spectrum of
political interests. Between 1958 and 1993, representatives of AD held the presidency five times, and
representatives of COPEI held the presidency twice. Commencing with the presidential election in 1993, AD and
COPEI suffered from voter dissatisfaction, and several new coalition parties recorded electoral victories. In 1993,
Rafael Caldera was elected President on the Convergencia party ticket. Mr. Caldera had previoudly served as
President between 1974 and 1979 as the COPEI candidate.

Current Presidential Administration

In December 1998, Mr. Hugo Chavez Frias was elected President for a five-year term, capturing 56.5% of the vote.
Hisinauguration took place on February 2, 1999. A candidate from Movimiento Quinta Republica, or MVR,
President Chavez was supported during his candidacy by a coalition called the Polo Patriético, which included
members of MV R, Movimiento al Socialismo, referred to as MAS, and Patria para Todos, among others. President
Chavez' s election was perceived as a reflection of the Venezuelan population’ s disenchantment with the traditional
political parties and concern over allegations of public mismanagement and corruption within the previous
administrations. President Chévez was among the leaders of an attempted coup d’ etat against then President Carlos
Andrés Pérez in 1992. Once the new Constitution became effective in December 1999, new elections were
scheduled. On July 30, 2000, President Chavez was re-elected President for a six-year term, capturing 59% of the
vote.

Early in February 2002, President Chavez appointed, in accordance with PDV SA bylaws and asit had regularly
been done every two years, anew board of directors of PDV SA that included long term executives of PDVSA. A
number of PDV SA management politically connected to the opposition protested the appointments and were joined
by the opposition controlled labor union named Confederacion de Trabajadores de Venezuela, or CTV, in atwo-day
general strike which culminated in a public rally by thousands of opposition demonstrators demanding the
resignation of President Chavez on April 11, 2002.

A group of high-ranking military officers participating in an already launched coup d’ etat publicly blamed President
Chavez for civilian deaths, refused to recognize his authority, detained himin the Presidential Palace and transferred
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him to Caracas’ military garrison. On April 12, 2002, opposition groups gathered at the Presidential Palace and
appointed Pedro Carmona, at the time the president of the leading business federation, Fedecamaras, as transitional
President. On the following morning, April 13, 2002, after a night of demonstrations and the regrouping of military
officers supporting President Chavez, the group supporting Mr. Carmona fled the Presidential Palace. Mr. Carmona
was later detained by military officersloyal to President Chavez and a few hours later, President Chavez returned to
office.

The Referendum

Since 2001, there have been street demonstrations and rallies both in support of and against President Chavez.
Some civic groups, the media, the local business sector, CTV, alabor union that represents close to 15% of the
unionized labor forcein Venezuela, and current and former military officers have led opposition protests. The most
recent and damaging nation-wide work stoppage began on December 2, 2002 and ended on February 3, 2003. It
was called by the Coordinadora Democréatica, or the Democratic Coordinating Committee, a civilian political
organization, CTV and Fedecamaras and it was joined by managers and key PDV SA employees, certain officers of
Venezuela s oil tankers and merchant fleet, banks, the media, private and public universities and other sectors of the
country.

The December 2002 work stoppage failed to achieve its primary objective of removing President Chavez from
power. After that date, pro-Government and opposition groups took steps towards resolving the political crisis
through the electoral process. The Government and the opposition signed an agreement on May 29, 2003, mediated
by the Organization of American States, referred to as the OAS, which established the political principlesfor a
congtitutional, democratic, peaceful and electoral solution to the political instability facing Venezuela. The parties
to the agreement acknowledged that such a solution could be achieved by a potentia referendum on the rule of
President Chavez, which could only occur after August 19, 2003. That date marked the midpoint of President
Chavez' s six-year term, when the Venezuelan Constitution allows for alegally-binding referendum.

On June 8, 2004, the National Electoral Council stated that the opposition had collected approximately 2.5 million
signatures demanding the recall of President Chavez, which was sufficient to initiate the recall referendum. On
August 15, 2004, arecall referendum was held in which approximately 59% of the votes cast were against recalling
President Chavez.

Recent Elections

On December 4, 2005, elections were held for the 167 seats in the National Assembly. On December 1, 2005, the
principal opposition parties announced that their candidates would not participate in the elections. The electoral
authorities reported that approximately 25% of those eligible to vote participated in the elections. President
Chavez' s political party won 121 seats and other parties aligned with the Chévez administration won the remaining
seats. The next elections for the National Assembly are scheduled for September 26, 2010.

On December 3, 2006, President Chavez was re-elected President for a six-year term, capturing 62.8% of the vote,
which, in turn, significantly lowered political and social tensions.

The last elections for state and local officials were held on November 23, 2008 and included over 500 races,
including 23 state governors, 335 mayors and 167 state legislative council members. Candidates from the party
headed by President Chavez won 17 of the 23 gubernatorial elections and approximately 80% of the mayoral
offices, but candidates associated with opposition parties were elected in Venezuela s three most populous states, as
well as several major citiesincluding the federal district of Caracas and Maracaibo. The next elections for state and
local officials are scheduled for November 2012.

The 1999 Constitution

After hiselection as President in December 1998, President Chavez proposed a series of important political changes
inearly 1999. After a popular referendum was held on April 25, 1999, the Asamblea Nacional Constituyente, or the
Constituent Assembly, was created for the purpose of drafting a new constitution. The members of the Constituent
Assembly were elected on July 25, 1999 and assumed |egislative functions until the adoption of the new
Constitution.
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On December 15, 1999, the Constituent Assembly presented a constitution for approval by the Venezuelan
electorate. The proposed constitution was approved by approximately 70% of those persons who voted and was
adopted effective December 30, 1999. Under the new Congtitution, a unicameral national legislature, the National
Assembly, was created to undertake legidative functions.

The 1999 Constitution, among other things:
e expanded the role of the Government with respect to social security, health care and education;
e created the civic and electoral branches of the Government;
o created the office of the Vice President;
o alowed active military officersto vote; and

o forbade the privatization of PDVSA. This prohibition was not extended to PDV SA’s subsidiaries
or strategic associations.

The 1999 Constitution guarantees V enezuelan citizens a broad array of social benefits which significantly exceed
those provided under the previous Constitution. Among other social benefits, the 1999 Constitution provides that:

e the Government is required to ensure the well-being of its citizens through the creation of a
national public healthcare system up to the standards prevailing in the private sector, the financing
for which must be ensured by the Government;

e education isan absolute right of all citizens, and the Government must ensure that all citizens are
afforded the opportunity to free education (through secondary school) in Venezuela's public
education system;

e the Government is required to provide assistance to its citizensin the event of illness, incapacity,
unemployment, maternity, paternity, old age and other special circumstances; and

o dl citizensare entitled to live in a home with adequate security, comfort, hygienic conditions and
basic services; to that end, the Government must ensure that measures are implemented to provide
families with access to financing for the construction and the acquisition of residential homes.

On August 15, 2007, President Chavez submitted to the National Assembly, in accordance with procedures
contained in the 1999 Constitution, a proposal to amend the 1999 Constitution. In addition to the proposed
amendments to the 1999 Constitution submitted by President Chavez, members of the National Assembly proposed
additional changes. According to the figures announced by the CNE, on December 2, 2007, approximately 50.8%
of the voters rejected the changes to the 1999 Constitution proposed by President Chavez and approximately 51.1%
of the voters rejected the amendments proposed by the National Assembly. Asaresult, neither set of proposals was
approved by the voters.

In December 2008, President Chavez submitted a new proposal to the National Assembly to amend the 1999
Congtitution to eliminate all term limits on the number of times elected officials may hold the same office. The
National Assembly called for areferendum to be held on February 15, 2009 to decide on whether to approve or
disapprove of the proposed amendment. According to the figures announced by the CNE, approximately 54.9% of
the voters approved the changes to the 1999 Constitution.

Organization of the Venezuelan Government

Under the 1999 Constitution, the Government is comprised of five branches at the national level, as well as state and
local governments. The following is a description of the role of the various branches of Government:
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The Executive Branch. Executive power is vested in the President and the Vice President, who is appointed by the
President. Under the 1999 Constitution, the President is elected for aterm of six years, and based on the February
2009 constitutional amendment, may be re-elected for unlimited six-year terms. The 1999 Constitution provides
that the public can call for alegally-binding recall referendum at any time after the midpoint of the President’s six-
year term. Ministers are also appointed by the President and head the various executive departments. These
Ministers together congtitute the Council of Ministers. Under the 1999 Constitution, the President isthe
commander-in-chief of Venezuela's armed forces. The different services within VVenezuela s armed forces report to
the Minister of Defense.

The Legidative Branch. National legidative power isvested in the National Assembly. National Assembly
members are elected by universal suffrage for terms of five years, and, based on the February 2009 constitutional
amendment, may be re-elected for unlimited five-year terms. The number of members of the National Assembly is
determined by the National Electoral Council on the basis of proportional representation by state.

The Judicial Branch. Judicial power isvested in the Supreme Court and various lower tribunals. The Supreme
Court isthe final court of appeals. It has the power to declare null and void laws, regulations and other acts of the
executive or legidlative branches that conflict with the Constitution. The 1999 Constitution provides that the
National Assembly will appoint the justices of the Supreme Court for twelve-year terms. Initially, the Supreme
Court Law provided for 20 justices of the Supreme Court. In May 2004, the National Assembly approved an
amendment to the Supreme Court Law which increased the number of justicesto 32. An absolute mgority of the
National Assembly can fill the new positions created by the amendment and can also remove a justice from the
Supreme Court. In December 2004, 17 new justices were appointed by an absolute majority. In October 2005, one
new principal and two new alternate justices were appointed to fill vacancies. In March 2010, a nominating
committee was appointed to designate nominees to fill several expected vacancies.

The Civic Branch. The civic branch, which was created under the 1999 Constitution, is responsible for preventing,
monitoring and sanctioning ethical and moral violations in connection with public administration. Thisbranchis
comprised of three entities: the Defensoria del Pueblo, which promotes and monitors the protection of human rights;
the Fiscalia General de la Republica, which promotes the fair administration of justice and judicial processes; and
the Contralor General de la Republica, which monitors and controls the administration of the Government’s assets,
revenues and public debt. The heads of these entities are appointed by the National Assembly. Candidates are
evaluated and qualified by a committee of the National Assembly based on various criteria, such as education level
and experience. Appointments are for seven-year terms.

The Electoral Branch. The electoral branch, which was created under the 1999 Constitution, is responsible for
promulgating rules and regul ations concerning elections. The electoral branch also monitors electoral processes,
campaign financing and campaign advertising. The electoral branch operates through the National Electoral
Council. The head and board of directors of the National Electoral Council are appointed by the National Assembly.

The State Governments. State executive power is exercised by agovernor who is elected by universal suffrage
within each state. State legislative power is vested in state assemblies whose members are al so elected by universal
suffrage within each state.

National Assembly

On December 4, 2005, elections were held for the 167 seats in the National Assembly. On December 1, 2005, the
principal opposition parties announced that their candidates would not participate in the elections. The electoral
authorities reported that approximately 25% of those eligible to vote participated in the elections. President
Chavez' s palitical party, MVR, won 121 seats and other parties aligned with the Chavez administration won the
remaining seats. The next elections for the National Assembly are scheduled for September 26, 2010.

In order to have adirect link to his closest followers, in December 2006, President Chavez proposed the creation of
aunified political party, PSUV, which is comprised of those political partiesthat support the President. The PSUV
officially registered with the CNE on April 17, 2008. In 2010, the PSUV joined other political parties that support
President Chavez and created the Alianza Patridtica, or Patriotic Alliance, to campaign for the September 2010
National Assembly elections. Parties that supported the President are not obligated to join PSUV and can remain
autonomous.
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While a three-fifths mgjority is required to enact enabling laws (Leyes Habilitantes), a two-thirds mgjority is
required to pass organic laws (Leyes Organicas). Enabling laws are those that grant the President the power to issue
law-decrees having the same effect as statutes without further approval by the legidlature. Currently, the PSUV has
enough seats on the National Assembly to pass legislation that requires a simple majority.

The following table sets forth the number and party affiliations of the National Assembly as of July 2010:

No. of
Palitical Party Seats
PUV 141
Podemos 6
Others 20
Total 167

Enabling Laws

In April 1999, in accordance with Article 190 of the Congtitution, President Chavez reguested the Venezuelan
Congress to pass a special law, referred to asthe 1999 Enabling Law. The 1999 Enabling Law granted the President
the power to issue law-decrees that would have the same effect as statutes, without the need for any further approval
by the National Assembly. Under the 1999 Enabling Law, the President was authorized to issue law-decrees
relating to national public administration, public finance, taxation and social security. During the period in which
the 1999 Enabling Law was in effect, the President issued law-decrees in furtherance of the Programa Econdémico
de Transicion 1999-2000, referred to as the Economic Plan of 1999-2000, including the following:

e theapproval of abroadly-based 15.5% VAT to replace the Impuesto al Consumo SQuntuario y
Ventas al Mayor, referred to asthe LWT; and

o theapproval of atemporary 0.5% tax on bank debits, referred to as BDT, which expired in
May 2000 (and was effectively replaced by a new bank debit tax promulgated in March 2002).

On November 13, 2000, at President Chavez’ s request, the National Assembly enacted a new enabling law, granting
the President the power to issue a number of new law-decrees, referred to as the 2000 Enabling Law. During the
period in which the 2000 Enabling Law was in effect, the President issued |aw-decrees governing the following
areas, among others:

e anew Hydrocarbons Law, the Ley Organica de Hidrocarburos, governing royalty payments on ail
extraction and control over petroleum sector projects;
e the conversion of Fondo de Inversiones de Venezuela, known asFIV, into BANDES;

e alandsand Agricultural Development Law, referred to asthe Lands Law, introducing land and
agricultura reform; and

e anew Genera Law of Banks and Other Financial Institutions.

On January 31, 2007, the National Assembly passed a new enabling law, referred to as the 2007 Enabling Law,
granting President Chévez the legislative power to govern by decree with the force of law for 18 monthsin severa
areas, including nationalizations, hydrocarbons, electric utilities, telecommunications, taxes, social security and
public finance, among others areas.

During the period in which the 2007 Enabling Law was in effect, President Chavez issued |aw-decrees governing
the following areas, among others:

e theredenomination of the Bolivar, effective January 1, 2008;

e therequirement that the existing Orinoco Belt projects be converted into Empresas Mixtas, or
Mixed Companies, in which PDV SA or PDV SA’s subsidiaries hold an equity interest of at |east
60%;
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¢ the amendment of the law governing the regulation of the administration of public sector finances
and the annual budget;

o theestablishment of a new Financial Transactions Tax, or Impuesto sobre las Transacciones
Financieras, which levies a 1.5% tax on bank debits and other transactions;

e thereduction of the VAT from 14% to 11%, effective March 1, 2007, and then afurther reduction
to 9%, effective July 1, 2007;

e theestablishment of mechanismsto prevent food hoarding and speculation;

e theamendment of the law governing the regulation of the banking and financial sector;

e theestablishment of new mechanisms promoting economic development at the community level;
e theamendment of the law governing BANDES;

e the establishment of anew social fund for the effective distribution of the excess revenues of the
entitiesin the consolidated public sector; and

o theestablishment of new regulationsin support of small and medium enterprises.

Domestic I nitiatives
Redistribution of |1dle Production Facilities

The Government has embarked on a program to identify, acquire, reorganize and make operative unproductive
manufacturing propertiesin the private sector. Idle productive capacity will be used by the state to create new
opportunities for employment and increase local production. The Government is required by law to pay fair value
for the assets taken.

Social Programs

Beginning in 2002, the Government designed socia programs, called Missions, with the objective of providing
social servicesin the areas of health, education and employment, among others. Bs.7.0 billion were alocated in the
2005 national budget to fund these social programs. 1n 2006, Bs.14.9 hillion were allocated in the national budget to
fund the Missions, while in 2007, Bs.11.9 billion were allocated in the national budget to fund the Missions. In
2008, Bs.5.6 billion were allocated in the national budget to fund the Missions, and in 2009, Bs.5.6 billion were
allocated for that purpose. In 2010, Bs.5.6 billion were allocated in the national budget to fund the Missions.

At December 2009, there were 14 Missions nationwide and the Government believes that they have proven to be a
successful mechanism to help relieve the major problems of those most in need.

Additionally, President Chavez's administration has created state-owned entities to provide low-cost commercial
services and to stimulate domestic production. Among the initiatives are a state-owned international airline,
Conviasa, and Venirauto (formerly known as Venezuela Mévil), ajoint car company owned 51% by Iran and 49%
by Venezuela, which was created in 2006 in order to stimulate the production and distribution of low-cost
automobiles.

Broadcasting Guidelines

In December 2004, the Government enacted a law setting forth broadcasting guidelines for television and radio
stationsin Venezuela and establishing social responsibilities among television and radio service providers,
announcers, independent producers and users. Among other matters, the law establishes arating system based on
the type of programming and the levels of violence, sex, profanity and certain socially unacceptable behavior it
contains. Television and radio stations are required to broadcast certain types of programming during defined hours
of the day, based on the ratings assigned to the programming.

The law also requires that television and radio stations allow the Government to broadcast messages deemed

relevant and valuable by the Government through their facilities free of charge, subject to certain time limits and
restrictions as to content, and requires television and radio stations to contribute a percentage of their gross revenues
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to afund to be established for the financing of projectsto develop national production and training of television
producers. Television and radio stations that fail to comply with the provisions of such law may be sanctioned.
These sanctions could include the imposition of fines, the suspension of operations and the revocation of operating
CoNCessions.

In addition, in March 2005, the National Assembly enacted reforms to the Venezuelan Criminal Code that
incorporate new crimes, revise the penalties for certain crimes and consolidate certain special penal lawsinto the
code. Included in such reforms are amendments that increase the severity of criminal penalties for statements that
disparage public officials and expand the list of public officials protected by such provisions. The opposition to
President Chavez's administration has alleged that the legidative reforms were in response to the media’s perceived
partiality against his administration and that they may restrain the press from criticizing the Government.

On May 27, 2007, Radio Caracas Television, referred to as RCTV, ceased transmissions after the Government
decided not to extend its concessions. On May 28, 2007, the released television frequency was allocated to a new
public-service channel, TVES, whose main objective is the broadcasting of entertainment and educational programs
and the promotion of the national production of programs that suit the current needs of the population. In July 2007,
RCTV began broadcasting on cable and satellite television as Radio Caracas Television Internacional. In January,
2010, Radio Caracas Television Internacional, along with other, smaller stations, ceased cable broadcasting after the
Government determined that they had failed to abide by Venezuelan medialaw. RCTV rejected the Venezuelan
media regulator’ s finding that it was a domestic media provider and refused to broadcast the state announcements
required by this classification. Venezuelan law establishes that a channel will be considered “national” if the
percentage of its programming produced in Venezuela exceeds 70% and “international” if 30% of its programming
isof foreign origin.

In July 2009, the National Telecommunications Commission, or CONATEL, ordered 34 radio and television
stations to shut down transmissions because they were operating illegally in Venezuela. According to CONATEL,
the stations were operating with licensing irregularities, including operating with expired permits or without proper
authorization for transfers of ownership. The 34 stations were ordered to shut down immediately or face potential
sanctions. The stations that were closed were given 15 days to introduce an appeal in their defense in the
appropriate courts.

TELESUR

In July 2005, TELESUR, the Latin American television network sponsored by the governments of Venezuela,
Argentina, Cuba and Uruguay, began broadcasting on alimited schedule. By October 31, 2005, TELESUR, based
in Caracas and originally owned by the Venezuelan Government, began full-time broadcasting that can now be seen
in at least 30 countries. TELESUR was designed to spur Latin American integration by creating a new
communication paradigm that serves as an aternative to large media conglomerates. The network was funded with
U.S.$10 million provided by the countries that jointly owned the network at the time of funding: Venezuela (51%
ownership), Argentina (20% ownership), Cuba (19% ownership) and Uruguay (10% ownership). Afterwards, in
April 2006, Bolivia agreed to buy a 5% stake in TELESUR, and in 2007, Nicaragua and Ecuador aso became
shareholders of the television station. In August 2008, Paraguay signed an agreement to incorporate Paraguay in
TELESUR's broadcasting. Other Latin American countries may join in the future. 1n 2010, TELESUR signed an
agreement to expand its broadcast in Europe, the Middle East and North Africain order to reach approximately 130
million potential viewers.

Mandatory Allocations of Bank Credits

In August 2005, the National Assembly passed a resolution that requires private commercial banksto allocate a
minimum of 2.5% of their loan portfolio to finance tourism projects, while the public sector banks and non-banking
institutions have to allocate 5.0%. As of June 2010, the Venezuelan banking industry had atotal of five mandatory
credit alocations, including 21.0% for the farming sector, 10.0% for mortgage loans, 3.0% for microloans, 1.5% for
tourism and 10.0% for the manufacturing sector. Asaresult, private and public sector banks must contribute 45.5%
of their total loan portfolio, respectively, to defined essential segments of the economy.
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Education Reform

In August 2009, the National Assembly unanimously approved the Organic Education Law in order to guarantee
that all citizens have accessto high quality education, free of charge, from childhood through the undergraduate
university level. The law requires an annual increase in spending on education, and mandates equality of conditions
and opportunities, gender equity and the extension of educational facilitiesto rural and poor areas. Under the new
Education Law, the stateisin charge of several aspects of the education system, including infrastructure, curriculum
and other administrative tasks. The passage of the new Education Law was met with demonstrations both in support
of and against the law.

Social Production Companies

In September 2005, President Chavez issued a law-decree creating the Empresas de Produccién Social, or Social
Production Companies, also referred to as EPSs. The EPSs are community-based, socially-minded economic
entities financially assisted by the Government, dedicated to generating and providing goods and services necessary
to satisfy the basic needs of the community. EPSs were established to provide the Venezuelan labor force with
opportunitiesto participate in avariety of sectors of the economy, including the petroleum and mining sectors.
Primarily, EPSs are operated by the Ministry of Popular Power for Basic Industry and Mining, referred to as
MPPIBAM, through CVG, and by PDVSA. Asof March 31, 2007, CVG was operating 216 EPSs and spent
approximately U.S.$8.9 million to finance 173 of such entities. As of June 30, 2007, PDV SA was operating 1,785
EPSs and spent approximately U.S.$6.7 million to finance 23 of them. In 2008, there were approximately 163 EPSs
operated by CVG. In 2008, PDV SA contributed U.S.$15.1 million in support of socia projects developed by the
Venezuelan government. As of December 31, 2009, PDV SA was operating 7,649 EPSs and contributed

U.S.$3.8 hillion in support of social projects developed by the Venezuelan government.

Nationalization of Private Companies

In January 2007, President Chavez announced a plan to nationalize various areas of the economy in order to hold
assets that were considered strategic for the development of Venezuela. Asof May 2007, the Government
controlled approximately 93% of EDC, and controlled approximately 86% of CANTV, Venezuela' s largest
telephone carrier. Asaresult of these nationalizations, the Government intends to facilitate access to efficient and
reliable energy and communication services at an affordable price. After the Government acquired the majority
interest in CANTV, on March 24, 2008, Brandes Investment Partners, L P, filed arequest for arbitration with ICSID
alleging expropriation of their sharesin CANTV. Asof July 2010, this proceeding is pending.

On April 16, 2008, Ternium and SIDOR signed an agreement referred to as “ Agreement Relating to the Transfer of
SIDOR to the Venezuelan State” under which they agreed to establish a Transition Commission composed of eleven
persons designated 