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, V enezuela 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 offshore transactionsin 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.



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 MEMORANDUM

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 material 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 as to 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 “Deder 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 Venezuela;
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. Asused 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.” 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 officially referred to as the Bolivar. Accordingly, all references herein to
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 egquipment, 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 Venezuela'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;
Venezueld 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 VVenezuelan 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 s tax receipts, the balance of payments and the level of international
reserves,

recession or low growth in Venezuela s trading partners, which could lead to fewer exports from
Venezuela and, 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;



the Venezuelan Government’ s ability to contain inflationary pressuresin the economy;
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 proceedings in 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 Chavez.

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 Chavez 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 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.

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 Venezuelaand 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’s long-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 Venezuela' 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 itsrating for
the Republic’ s foreign currency-denominated debt from “BB-" to “B+".

In February 2006, Standard & Poor’sraised Venezueld 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
Venezuela 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
Venezuela 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 Venezuelan 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 Enfor cement
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 fluctuationsin 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 difficultieswith 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.

Venezuela 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 stotal 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 Venezuela in 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, thisfailure 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 payable 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 principa inthree 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 all other indebtedness issued in accordance with the Fiscal Agency
Agreement and with all other unsecured and unsubordinated Indebtedness of Venezue a;

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 timesrank 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 Qil 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 |etters 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 QOil 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, asin 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 all 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 specia drawing rightsin the International Monetary Fund (the
“IMF") and all funds received from the IMF); (b) deposits and credit balances with commercial financial
lending ingtitutions, 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
equivalentinU. 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) anatural bitumen of 7-10° AP, (ii) water and (iii) a
surfactant which is added to stabilize the bitumen in the water emulsion.

“Permitted Lien” meansaLien 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 (@) 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 Qil 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

14



Debt to be simultaneously 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 Qil 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 payablein 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 Bonds to 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 paysto 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 Official List of the Luxembourg Stock Exchange). The
Republic hasinitialy 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 liahilities 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 jurisdictionis at 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 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 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 liabilitiesin 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 obligation 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 perform its 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 legidlative, executive or judicial 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 Bondsimmediately 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 request 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
guorum 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 Bondsiis 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 beirrevocable 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 noticesto 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 Official List of the Luxembourg Stock Exchange, ina
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 a result.
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 Immunity

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 al writs, process and summonsesin 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 againgt 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 process in 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’slien 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 2007 2008% 2009
(per centage change)

Real GDP Growth (Decling)@ .........cc.coovoeveeeeeneeseeeneeieseennnn. 10.3% 9.9% 8.2% 4.8% 33)%
PEtrol@UM SECLOr ......cvvveieeiieese e (1.5) (2.0) (4.2) 25 (7.2)
NON-PELrOlEUM SECLON ......cvevcieieiirieeee e 122 10.9 9.6 51 (2.0)

Consumer Prices
End of Period.. 144 17.0 225 31.9 26.9
AVEIAQE.....ooeiieiieeieeie e 16.0 137 18.7 314 28.6

Wholesale Prices
ENd Of Period......c.cooveviiceceee e 15.3 18.0 18.0 36.7 222
AVEIAQE....c.eieieeeeieeeee e 18.8 14.6 18.1 25.1 315

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

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

EXPOrS (f.0.D.) oo $55,716 $65,578 $69,010 $95,138 $57,595
Imports (f.o.b.) .. ... (24,008) (33,583) (46,031) (49,482) (38,442)
Trade Balance.........cccccevevevieevenene .. 31,708 31,995 22,979 45,656 19,153
Current Account SUrplus (DEfiCit) .......ccovreeiennerecicinee 25,447 26,462 18,063 37,392 8,561
OVErall BAANCE.........ooveecveeveereeeeseeee s eeseessees s 5,454 4,964 (5,742) 9,275 (10,262)
International Reserves

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

(in millions of 1997 Constant Bolivares)
Central Government

Total REVENUES.........eceeeeieieiee et Bs.16,843.0 Bs.20,765.3 Bs.21,072.8 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.covvivirieeciniririeecrireeee s 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 BASE........oovvereeeeererereeeeeessiessessesssessssssessssnsesnsennens 22.2% 65.9% 17.0% (1.0)% (7.0)%

(0] Preliminary figures.

) 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 el ected 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 lasted 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 popul ous 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.

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.
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Modifications to 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 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 essentia goods, including food, health, imports of machinery and equipment, science and
technology, as well asall 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 same time,
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 I nitiatives

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 thestrengthening of existing, and creation of new, national development and social fundsto 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 tel ephone carrier, to secure stability in
service rates and minimize their impact on inflation;
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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 slargest 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 atreaty 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 a regional bank to enhance the economic and social integration of the member
nations with an emphasis on contributing to sustainable economic and social 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 initia 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;

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

e 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;

o theamendment 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 PDVSA
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 dffiliate
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
intheworld. 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 magjority 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 a request 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
Sderdrgica 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 hillion 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 Chavez 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 a request 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 ingtitutions. 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 deposits in 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. In 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

30



plans. PDV SA plansto use the drillsto increase oil 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 areas.

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’ s income 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 policies intended 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 policiesto 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 evaluated.
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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%.

Gross international 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 hillion 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 billion. 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 hillion, 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 billion. 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 PDVSA. 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 a guarantee 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 participate in 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.
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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 sguare 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 thisarea. 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 Chavez
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 a result 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 V enezuelan |abor 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 V enezuelan 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  Mexico Peru
(in U.S. dollars, unless otherwise noted)
GDP (billions)™Y $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 72.2 785 727 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 cal culates 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 Democraética, 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 |eading 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 afew 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 Democratica, 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 principles for 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 palitical party 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.

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 legidlative 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 Constitution, 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 Venezuelan citizens a broad array of socia 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 isrequired 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
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.

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 Venezueld 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 is vested in the Supreme Court and various lower tribunals. The Supreme
Court isthe final court of appeals. It hasthe power to declare null and void laws, regulations and other acts of the
executive or legidative 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 regulations 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 seatsin 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 palitical 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 Patriética, 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 legidature. Currently, the PSUV has
enough seats on the National Assembly to pass legidlation 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 Constitution, President Chavez requested the V enezuelan
Congress to pass a specia law, referred to as the 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 law-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 as FIV, into BANDES;

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

e anew General 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 Chéavez the legislative power to govern by decree with the force of law for 18 months in several
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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e theamendment of the law governing the regulation of the administration of public sector finances
and the annual budget;

o theestablishment of anew 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;

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

o 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
entities in the consolidated public sector; and

e 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 |ow-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
is of 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 a limited 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 also became
shareholders of thetelevision 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 alocate 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 allocations, 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 Chéavez 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 by the MPPIBAM to liaise with SIDOR’ s Board of Directorsin 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 mgjority 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
Sderrgica 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 CVG since July 12, 2008.

On May 7, 2009, Ternium agreed to receive an aggregate amount of U.S.$1.97 hillion 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 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.
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On June 18, 2008, President Chavez signed a decree ordering the nationalization of the cement sector, including
Cemex, Holcimand 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’s local
operations and approximately 85% of Holcim. Holcim failed to reach agreement regarding adequate compensation,
and on April 10, 2009, Holcim filed arequest for arbitration with ICSID. As of 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 Chavez 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 a request 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 atotal 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 thislaw, 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, non-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 three of the nationalized banks—Banco Confederado, Central
Banco Universal, BaNorte and Bolivar Banco—with the state-run bank, Banfoades Bank. Banco Bicenentario 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. In 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 oil rigsthat 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
plans. PDV SA plansto use the drillsto increase oil 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 Monaca, afood company that is a subsidiary of Gruma.
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External Affairsand Membership in International Organizations

Venezuelaisamember of the United Nations and a founding member of the Organization of American States. It is
also amember of OPEC, the IMF, the International Bank for Reconstruction and Development, referred to asthe
World Bank, the Inter-American Development Bank, referred to asthe |ADB, the General Agreement on Tariffs and
Trade, or GATT, the World Trade Organization, or the WTO, and Corporacién Andina de Fomento, a multilateral
development bank headquartered in Caracas referred to asthe CAF, aswell as other significant international
organizations.

Venezuela has traditionally consulted and discussed with various international agencies such asthe IADB, the
World Bank and the IMF concerning its economic programs, objectives, projections and policies. In particular,
Venezuela complies with Article IV of the IMF Articles of Agreement, which requires that member countries carry
out annual consultations with the IMF.

In 1973, Venezuela became a member of the Andean Community, an Andean regional integration alliance, whose
members include Bolivia, Ecuador, Colombia and Peru. In April 2006, President Chavez announced that Venezuela
would withdraw from the Andean Community. In August 2006, Venezuela and the Andean Community signed an
agreement to keep the trade advantages fully and reciprocally effective despite the April 2006 announcement.

In 2004, Venezuela became an associate member of Mercosur. 1n May 2006, V enezuela agreed to the protocol for
admission as a full member, including a timetable for bringing down mutual trade barriers, and afinal deadline of
January 1, 2014 for full liberalization among all members. Under the protocol, Venezuela agreed to adhere to all
key Mercosur codes and adopt Mercosur’s common external tariffs before admission as a full member. Asof July
2010, lawmakers from Argentina, Brazil and Uruguay had approved Venezuela s entry as a full member of
Mercosur, but Paraguay’ s Congress had not ratified Venezuela' s admission.

Venezuelais also a member of anumber of other multilateral trading groups, including the Caribbean Community
and Common Market, known as CARICOM. Venezuelawas also aparty of the G-3 Group, which includes Mexico
and Colombia.

In April 2007, President Chavez indicated the possibility that VVenezuela would separate itself from the 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 institutions 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 stepsto withdraw its membership in the IMF and the World
Bank.

In December 2004, the Bolivarian Alternative for the Americas, or ALBA, became effective when Venezuela and
Cubasigned the first ALBA exchange agreement. Since that time, ALBA has become an international cooperation
organization based upon the idea of social, political, and economic integration between the countries of Latin
American and the Caribbean. Asof July 2010, ALBA countries included Venezuela, Cuba, Bolivia, Nicaragua,
Ecuador, St. Vincent and the Grenadines, Dominica and Antigua and Barbuda.

In January 2008, the member nations of ALBA created the Bank of the ALBA primarily to enhance the economic
and social integration of the member nations with an emphasis on contributing to sustai nable economic and social
development by reducing poverty, strengthening integration and promoting economic exchange equitably among the
members. The Bank of the ALBA has an initial start-up capital of U.S.$1.0 billion and is headquartered in Caracas.
The Bank of the ALBA’saim isto boost industrial and agricultural production among its members, support social
projects, as well as multilateral cooperation agreements among its members, particularly in the field of energy. In
2008, the Bank of the ALBA began participating in ajoint venture with PetroCaribe as part of an effort to address
food shortage problemsin Central American and Caribbean countries. Venezuelaisthe principal contributor of the
Bank of the ALBA 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.

In October 2009, the member countries of ALBA signed atreaty to establish the Sistema Unitario de Compensacion
Regional de Pagos, or the Unified System for Regional Compensation, referred to as SUCRE. In January 2010, the
SUCRE officially came into effect, creating an instrument for commercia transactions among ALBA member



countries. The SUCRE system allows the ALBA member countries that buy goods from each other to pay and
receive payment using their domestic currency. Thisis designed to enable countriesto conserve foreign currency
and lower transaction costs, opening the way for further trade devel opments between the member countries.

Initially, the SUCRE will serve only as a common type of payment for commercial transactions between the
member countries. Asthe system further devel ops, the SUCRE will serve asacommon unit of account between
importers and exporters. At itsfinal stage, the SUCRE is expected to reach a consolidation phase, which will give
the SUCRE value as a means of payment and value in its reserve among the member countries. The SUCRE
currently equals the equivalent of U.S.$1.25, which represents an intermediate val ue between the U.S. dollar and the
Euro.

On February 3, 2010, the first transaction using the SUCRE was made between Venezuela and Cuba for the amount
of 108,000 SUCREs, the equivalent of approximately U.S.$135,000, for the sale of 360 tons of rice. On July 6,
2010, Venezuela and Ecuador conducted their first bilateral trade using the SUCRE instead of the U.S. dollar, which
involved the purchase of 5,430 tons of rice.
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THE VENEZUELAN ECONOMY

Overview

Venezuela has been a major petroleum exporter since the early twentieth century. According to the BP Satistical
Review of World Energy 2010, Venezuelais the eleventh-largest oil producer in the world. 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' s total
Central Government revenues and petroleum sector activities accounted for an average of approximately 13.1% of
GDP. In 2009, petroleum activities accounted for approximately 11.6% of GDP, compared to approximately 12.0%
in 2008.

Venezuela s economy is diversified, with non-petroleum activities generating an average of approximately 76.0% of
GDP between 2005 and 2009. Major non-petroleum components of GDP in 2009 included manufacturing (15.9%),

financial institutions (14.1%), transportation (9.1%) and trade (11.6%). The Government anticipates that petroleum

will continue to be the main source of export earnings and fiscal revenues for the foreseeabl e future.

Through PDV SA and CV G, the Government controls significant proportions of GDP in the petroleum, electricity,
telecommunications, mining and basic industries sectors of the economy. The Government, through PDV SA,
accounts for the bulk of Venezuela' stotal exports. The Government a so supplies the majority of basic public
services, such as water, electricity, health and education. The private sector owns and operates busi nesses with
respect to most other economic activities.

Economic Performancein 2009

The Venezuelan economy contracted in 2009 after experiencing positive rates of growth during the four years ended
December 31, 2008. In 2009, GDP amounted to approximately Bs.56.0 billion in 1997 Constant Bolivares,
representing a 3.3% contraction as compared to 2008. The economic contraction was primarily due to a decrease in
the petroleum sector of 7.2% and 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 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.

The contraction of aggregate demand was primarily due to a decrease in private final consumption expenditure of
3.2% and the decrease in gross fixed capital formation of 8.2%, components which together accounted for 73.8% of
global demand. In contrast, Government final consumption continued its growth path, albeit at a Slower pace.

For the year ended December 31, 2009, the rate of inflation, as measured by the INPC, stood at 25.1%. The
inflationary pressures were partly tempered by alimited increase in food prices, which are a major component of the
CPI basket. In addition, Government regulations aimed at ensuring food access also contributed to limit the increase
in the inflation rate.

During the fourth quarter of 2009, short-term interest rates on commercia bank loans averaged 19.8%, compared to
23.0% for the fourth quarter of 2008. The deposit rate on 90-day certificates of deposit averaged 15.7% for the
fourth quarter of 2009, compared to 17.4% for the fourth quarter of 2008.

As of December 31, 2009, the Centra Government’s revenues totaled Bs.13.4 billion in 1997 Constant Bolivares
and the Central Government’s expenditures totaled Bs.16.5 hillion in 1997 Constant Bolivares. Asaresult, the
Central Government accounts recorded a deficit of Bs.3.1 billion in 1997 Constant Bolivares, or 5.1% of GDP, for
20009.

Gross international reserves stood at approximately U.S.$35.0 hillion at December 31, 2009 (excluding amounts
deposited in the Macroeconomic Stabilization Fund, referred to as the Stabilization Fund), representing a decrease of
approximately U.S.$7.3 billion since December 31, 2008. The 17% decrease in gross international reserves was
primarily due to transfers to the FONDEN. At December 31, 2009, the balance in the Stabilization Fund was
U.S.$830 million, an increase of U.S.$2 million from year-end 2008.
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The Foreign Currency Administration Commission, referred to as CADIVI, has allocated additional amounts of
foreign exchange to address the needs of the domestic economy. In 2009, the domestic market experienced a
contraction in the demand for goods and services. Asaresult, imports for final consumption, intermediate goods
and capital goods decreased 34.9%, 18.1% and 16.6%, respectively, as compared to 2008. In 2009, imports
decreased by 22.3% as compared to 2008, primarily due to a decrease in domestic economic activity and a reduction
in the availability of foreign exchange.

During 2009, the capital account recorded a deficit of U.S.$14.0 billion. The deficit in the capital account in 2009
was due primarily 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 loans to foreign
affiliates.

Economic Plan
Introduction and Overview

In May 2007, the Government released an outline of a six-year Economic and Social Development Plan, referred to
as the Development Plan. The Development Plan called for the Government to seek sustained economic growth
while concentrating on advancing socia strength. The Devel opment Plan contemplated economic proposals to
achieve price stability, including establishing a more efficient system of tax collection and consolidating public debt.
The Development Plan called for the Government to use the increased revenue generated from the improved tax
collection towards social development programs, focusing on overcoming poverty and social exclusion.

Within the Development Plan, the objectives for fiscal year 2009 focused on sustaining economic growth from
previous years while continuing investment in social development programs and strengthening the social economy;
the objectives for fiscal year 2010, however, are more focused on economic recovery and improving plans
developed in previous years. Within the Development Plan, the objectives for fiscal year 2010 include the following
goals:

e strengthening regional economic integration by establishing aregional financial structure through
an association among Banco del Sur, the Bank of the ALBA and other existing investment funds
to implement and devel op the SUCRE, becoming a full member of MERCOSUR and
strengthening UNASUR;

e decreasing inflation by defining monetary policies to limit the structural causes of inflation while
improving efficiency in the foreign exchange market; and

e increasing investment levels for productive activitiesin order to reduce economic vulnerabilities.

Economic Policy and L egidation
Fiscal Policies

The Government’s fiscal policies have combined a macroeconomic stabilization program with structural reforms
that are intended to strengthen public finances for the future and reduce volatility in the fiscal accounts.

In 2005, the VAT generated revenues of Bs.20.0 hillion, and the TBD generated Bs.2.7 billion. Whilethe VAT
generated revenues in 2006 of Bs.20.8 hillion, the Government eliminated the TBD in February 2006. The VAT
was reduced from 14% to 11%, effective March 1, 2007, and was further reduced to 9% effective July 1, 2007. In
2007, the VAT generated revenues of approximately Bs.27.5 billion, and in 2008, the VAT generated revenues of
approximately Bs.31.4 hillion. In March 2009, the VAT was increased from 9% to 12%. During 2009, the VAT
generated revenues of approximately Bs.41.8 hillion.

The Public Finance Law

On September 5, 2000, the Government enacted the Ley Organica de la Administracion Financiera del Sector
Publico, referred to as the LOAFSP, an organic law designed to regulate the administration of public sector
finances, which are defined as the set of systems, administrative bodies and procedures involved in the collection of
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public revenues and their application to implement the Government’s objectives. The LOAFSP addresses the
creation and the administration of the budget, as well as the administration of public credit and the treasury,
accounting systems, taxes and Government assets.

Through the LOAFSP, the Government expects to attain greater efficiency, transparency, integrity and solvency in
the administration of public funds. To achieve these goals, the LOAFSP establishes a basic framework for new
accounting standards designed to record and report the financia performance of the public sector more accurately
and reliably than in the past. In May 2005, the Superintendencia Nacional de Auditoria Interna, or the National
Superintendency of Internal Audits, was created under the LOAFSP, and is responsible for auditing the public
accounts. The LOAFSP reaffirms the role of the Ministry of Popular Power for Planning and Finance, referred to as
the Ministry of Finance, together with Oficina Central de Presupuesto, or the Central Budget Office, as the entities
responsible for coordinating the administration of the public finance system.

The Budget and the Pluriannual Framework

The LOAFSP establishes two budgetary documents, the Marco Plurianual, or the Pluriannual Framework, and the
Presupuesto Anual, or the Annual Budget.

The Pluriannual Framework, which serves as the basis for the Annual Budget and which is prepared every three
years, projects expected fiscal results and places maximum limits on the amount of public expenditures and debt that
may be authorized over athree-year period. It also contains the economic policy targets for the three fiscal years
which it covers. Under the terms of the original LOAFSP, the Government could not spend funds or incur debt in
excess of the amounts authorized by the Pluriannual Framework, except in the event of a national emergency and
with the approval of the National Assembly. Also, the Pluriannual Framework could not be amended by the
President, pursuant to enabling laws or otherwise, without the approval of the National Assembly.

In March 2007, President Chavez amended the LOAFSP by law-decree within the legidative power conferred by the
2007 Enabling Law. Although the first Pluriannual Framework legally approved by the National Assembly will
correspond to the period 2011 through 2013, the LOAFSP contains transitory provisions which are applicable from
2005 through 2010. Beginning with the period 2011 through 2013, the Pluriannual Framework will be enacted by
the National Assembly and will cover three-year periods in the manner contemplated by the LOAFSP. Until that
time, in accordance with the law-decree, the Government has submitted the Pluriannual Framework to the National
Assembly for the periods of 2005 through 2007 and 2008 through 2010; however, they will be for informational
purposes only and will not be formally enacted. 1n 2007, the Government submitted the Pluriannual Framework for
the period 2008 though 2010 under the informative conditions set forth in the law-decree. On July 14, 2010, the
LOAFSP was again amended. Pursuant to the amendment, the Government must submit the Pluriannual Framework
to the National Assembly for the period 2011 through 2013, for informational purposes, when presenting the budget
for 2011 for approval.

The Annual Budget projects revenues and expenditures for the forthcoming fiscal year. Before the National
Assembly approves the Annual Budget, the Ministry of Finance must submit to the National Assembly a projected
budget and financial information related to estimated pension expenditures and other contingent liabilities. The
LOAFSP requires the President to submit a report evaluating the execution of the Annual Budget during the
previous year to the National Assembly by July 15 of each year. If the National Assembly does not approve the
Annual Budget for the forthcoming year by December 15, the then current Annual Budget will continue to apply.

In December 2008, the National Assembly approved the budget for 2009. The 2009 budget, as approved, projected
total revenues of approximately U.S.$77.9 billion (23.7% of GDP), and total expenditures of approximately
U.S.$77.9 billion (23.7% of GDP). The 2009 budget also contemplated alegal limit on borrowing by the Republic
of U.S.$6.4 hillion (1.9% of GDP). The budget for 2009 was based on certain assumptions, including real GDP
growth of 6.0%, an average price for the Venezuelan oil basket of U.S.$60.00 per barrel, an average exchange rate
of Bs.2.15 = U.S.$1.00 and average inflation at arate of 15%.

In March 2009, the 2009 budget assumption of a U.S.$60.00 barrel of Venezuelan oil was changed to an average
price of U.S.$40.00 per barrel. Asaresult, the modified 2009 budget projects total revenues of approximately
U.S.$72.7 billion (22.1% of GDP), and total expenditures of approximately U.S.$72.7 billion (22.1% of GDP).
Pursuant to the Ley Especial de Endeudamiento Complementaria para el Ejercicio Fiscal 2009, published in the
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Official Gazette on March 26, 2009, the new legal limit on borrowing by the Republic was approximately U.S.$11.6
billion.

In December 2009, the National Assembly approved the budget for 2010. The 2010 budget, as approved, projected
total revenues of approximately U.S.$57.7 billion (14.5% of GDP), and total expenditures of approximately
U.S.$74.1 billion (18.7% of GDP). The 2010 budget also contemplates alegal limit on borrowing by the Republic
of U.S.$16.4 billion (4.1% of GDP). The budget for 2010 is based on certain assumptions, including real GDP
growth of 0.5%, an average price for the Venezuelan oil basket of U.S.$40.00 per barrel, an average exchange rate
of Bs.2.15 = U.S.$1.00 and average inflation at arate of 22%.

National Treasury and Public Accounting

The National Treasury manages the Government’ s finances, supervises and records the payment of expenditures
authorized in the Annual Budget, retains custody of the funds and securities belonging to the Republic, records all
Treasury revenues and eval uates opportunities for the issuance of Treasury bonds.

The LOAFSP seeks to increase the integrity of the Treasury function in the management of public monies. To that
end, the LOAFSP prohibits those civil servants who are responsible for determining and recording the amount of
revenues owed to the Government, such as taxes and royalties, from participating in the collection and custody of
such revenues. In addition, it requires that civil servants held liable for mismanagement of public monies must
indemnify the Government, in addition to any other criminal or administrative actions that may be taken against
such persons.

The LOAFSP provides that public monies must be maintained in a single account, known as the Single Account, in
order to centralize the collection of revenues and the making of payments. The Single Account is administered by
the Ministry of Finance through Banco Central and domestic and foreign commercial banks. The LOAFSP permits
the establishment of subaccounts for the administration of the Single Account.

The LOAFSP establishes the National Office of Public Accounts as the office responsible for the establishment of
public sector accounting standards. The National Office of Public Accountsis also responsible for the preparation
of the General Report of the Treasury, which the Ministry of Finance must present to the National Assembly every
year. In addition, it sets forth guidelines with respect to the accounting treatment given to expenditures and
revenues. For instance, expenditures may not be accounted for until they are actually incurred, although they may
have been approved in aprior year. Equally, revenues are to be recorded only after they have been collected. All
accounts close on December 31 of each year.

The LOAFSP was amended on January 9, 2003. Under the terms of the amended L OAFSP, the President must
submit an annual borrowing law to the National Assembly for approval each year. Thisborrowing law must set
forth the maximum amount of public credit that the Republic may contract and the maximum amount of net
indebtedness that the Republic may incur for that fiscal year. Asoriginaly drafted, the LOAFSP had provided that,
after the annual borrowing law had been approved by the National Assembly, the President would have the ability to
enter into public credit operations when he was able to obtain favorable financial conditions for the Republic. He
would then periodically inform the National Assembly of such transactions. As amended, the LOAFSP now
requires the President to obtain approval from the Comision Permanente de Finanzas de la Asamblea Nacional (the
Permanent Finance Committee of the National Assembly) prior to undertaking each public credit operation.
Additionally, each such request for approval must be accompanied by an opinion from Banco Central. Approval is
granted if the National Assembly does not deny such request within 10 days.

Macroeconomic Coordination

The LOAFSP requires that the Minister of Popular Power for Planning and Finance, also referred to as the Minister
of Finance, and the President of Banco Central execute an Annual Coordination Agreement. The Annual
Coordination Agreement is designed to harmonize the fiscal, monetary and financing policies of Banco Central and
the Central Government in order to achieve macroeconomic stability. The Annua Coordination Agreement must
specify the economic objectives of Banco Central and the Ministry of Finance. The LOAFSP expressy prohibits
the inclusion of provisions that may be interpreted to infringe upon Banco Central’ s independence from the
Government. Both the Minister of Finance and the President of Banco Central are accountable to the National
Assembly with respect to performance under the Annual Coordination Agreement.
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The Annual Coordination Agreement for 2008 was executed by the Ministry of Finance and Banco Central on
December 14, 2007. The agreement, entitled the Annual Economic Policy Agreement 2008, set forth the following
objectives: (1) maintenance of the positive economic growth experienced in recent years, demonstrated by an annual
increase in GDP; (2) the achievement of price stabilization, demonstrated by a decrease in the rate of inflation; and
(3) the maintenance of a positive balance in the current account of balance of payments.

Through this Agreement, the Ministry of Finance and Banco Central agreed to work together to coordinate and
execute fiscal, monetary and exchange policy consistent with the objectives set forth above. To that end, the parties
agreed asfollows: (1) with respect to fiscal policy, the Ministry of Finance would implement measures aimed at
optimizing expendituresto achieve afiscal balance in accordance with the objectives of the Central Government; (2)
with respect to monetary policy, Banco Central would continue to utilize policies and procedures to stimulate
economic growth, to maintain price stability and to ensure an adequate level of liquidity; and (3) with respect to the
exchange policy, Banco Central would continue to use established policies and procedures to promote efficiency in
the exchange market and keep the exchange rate stable, while approving currencies consistent with the projected
level of economic activity and maintaining the right to intervene in the market when circumstances warrant. There
have been no new Annual Coordination Agreements since the Annua Economic Policy Agreement 2008.

I ntergenerational Savings Fund

The LOAFSP contempl ates the creation of afund, referred to as the Intergenerational Savings Fund, designed to
promote public development policies, such as investment in education, healthcare and the non-petroleum sectors of
the economy. Depositsinto the Intergenerational Savings Fund may not be used for any purpose for a period of at
least twenty years from the date of its establishment. The mechanisms for contributions to be made into the
Intergenerational Savings Fund are to be established in the implementing legidation. As of July 15, 2010, this
implementing legidation remained pending.

Stabilization Fund

Commencing with the enactment of alaw in 1998 providing for the Stabilization Fund, the Government sought to
provide fiscal stability to the Venezuelan economy through the savings of unanticipated revenues from petroleum
sales. Under the original terms of the regulations governing the Stabilization Fund, PDV SA and the Government,
acting on its own behalf as well as on behalf of the various state and local governments, contributed royalties,
dividends, tax revenues and transfers related to the petroleum sector in excess of the average of such royalties,
dividends, tax revenues and transfers for the previous five years. The Stabilization Fund contemplated that funds
would be distributed among its contributors during years in which each such contributor’s royalties, dividends, tax
revenues or transfers related to the petroleum sector were less than the average of such royalties, dividends, tax
revenues or transfers for the previous five years. In such cases, contributors to the Stabilization Fund were only able
to draw up to the amount required to cover the difference with respect to the average royalties, dividends, tax
revenues or transfers for the previous five years. The law also provided that the disbursements made by the
Stabilization Fund during afiscal year may not exceed two thirds of the balance of the Stabilization Fund at the end
of the prior fiscal year.

Since itsoriginal enactment in 1998, the law governing the Stabilization Fund has been amended several times.
Pursuant to the current law and regulations governing the Stabilization Fund, the amounts to be deposited for each
participating entity are subject to the following limits: (1) amounts deposited for the Republic may not exceed 20%
of the average value of oil exports of the three preceding calendar years; and (2) amounts deposited for states and
local governments may not exceed 10% of the average value of oil exports of the three preceding calendar years.
Under the amended Stabilization Fund Law, PDV SA is no longer required to contribute to the Stabilization Fund.

Withdrawal s from the Stabilization Fund are less discretionary in nature and will be made through the National
Treasury, which will apply the Bolivar amounts resulting from U.S. dollar transfers from the Stabilization Fund to
meet shortfallsin fiscal revenue and special financing needs arising from a state of “economic emergency” decreed
in accordance with Venezuelan law. Annua withdrawals from the fund may not exceed 50% of the balance of the
accumul ated resources from the preceding fiscal year.

The funds are managed by Banco del Tesoro. These funds do not constitute part of the Republic’sinternational

reserves nor part of Banco del Tesoro’s assets. Banco del Tesoro isrequired to submit a description of the status of
the Fund and its investments to the Permanent Finance Commission of the National Assembly each month.
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The balance in the Stabilization Fund was approximately U.S.$732 million as of December 31, 2005, and
approximately U.S.$768 million as of December 31, 2006. The balance in the Stabilization Fund as of December
31, 2007 was approximately U.S.$809 million, and approximately U.S.$828 million as of December 31, 2008. The
balance in the Stabilization Fund as of December 31, 2009 was approximately U.S.$830 million.

Financing Policy

The Government’s primary financing efforts are being directed at tapping local resources and financial basesin
order to use national savings generated by individuals and corporations, as evidenced by increased levels of
monetary liquidity. This enablesthe Government to minimize external exposure and reduce the cost of debt in
comparison to international debt. In order to reduce the cost of debt, global bonds have been issued locally that are
purchased in Bolivares but denominated in U.S. dollars, obtaining lower coupons.

The Government’s current financing policy contemplates access to the domestic and international capital marketsin
order to extend its debt payment profile. The Government’s financing policy also contemplates the strengthening of
medium- and long-term benchmarks in the domestic and international capital markets. The Government has taken
measures to improve its debt profile by reducing the concentration of debt maturities by spreading them across
different years, and by implementing strategiesto reduce its cost of borrowing. The Government has focused on
maintai ning a positive correlation between the amount of debt and the country’s GDP, which has been lower than
the average among L atin American countries and other developed economies. This debt strategy has enabled the
Government to pay itsinternal debt obligations, including reducing its stock of outstanding labor liabilities, while
ensuring resources for investment projects and fulfilling its foreign debt obligations.

Exchange Control Regime

The general work stoppage that began in December 2002 resulted in a significant decrease in the availability of
foreign currency generated from the sale of oil. This decrease was coupled with an extraordinary increase in the
demand for foreign currency, resulting in a significant declinein the level of the Republic’s international reserves
and a substantial depreciation of the Bolivar against the U.S. dollar during the first few weeks of 2003. The
substantial reduction of oil exports resulting from the work stoppage also damaged the country’ s trade balance.
These problems disrupted Venezuela' s economy and threatened to affect negatively the Republic’s ability to service
its external debt. In response to those developments, and in an attempt to achieve monetary stability as well asto
ensure the Republic’s future ability to continue to meet its external debt obligations, the Republic suspended foreign
exchange trading on January 21, 2003. On February 5, 2003, the Government adopted a series of exchange
agreements, decrees and regul ations establishing a new exchange control regime.

CADIVI was created in February 2003 for the administration, control and establishment of the new exchange
control regime. CADIV1 iscomposed of five members who are appointed by the President. CADIVI isonly
responsible for approving private sector imports; public and oil imports are not handled by CADIVI.

From its inception through December 31, 2009, a total of U.S.$185.9 hillion in foreign exchange had been approved
for imports under the exchange control regime. 1n 2009, CADIV| approved approximately U.S.$29.0 billionin
foreign exchange, as compared to approximately U.S.$48.0 billion in foreign exchange approved in 2008. For the
five yearsleading up to the introduction of the exchange control regime, Venezuela spent an average of
approximately U.S.$1.8 hillion per month on imports.

During the first six months of 2009, there was a significant reduction in the amount of U.S. dollars available to
CADIVI, primarily due to the decline in the price of oil. Asaresult, in August 2009, the Government, together with
Banco Central, agreed to pay up to 85% of CADIVI’sobligations. The Government also announced that foreign
exchange access would be granted, giving priority to food, health and machinery imports. In addition, in September
2009, President Chavez announced that the Government plansto inject U.S.$5.0 billion into the domestic market in
order to increase the supply of dollars and to reduce the gap between the official exchange rate and the non-official
swap exchange rate.

In July 2009, Banco Central confirmed an extraordinary budget of U.S.$1.8 hillion to address pending requirements
related to foreign exchange, giving priority to health, imports of food, machinery and equipment, and in September
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2009, Banco Centra confirmed an additional U.S.$900 million. The U.S.$2.7 billion was approved in order to
inject foreign currency into the economy to meet the foreign exchange demands of different sectors.

The exchange control regime centralized the purchase and sale of foreign currenciesin 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 Government fixed the U.S. dollar exchange rate at Bs.1,596 per
U.S.$1.00 for purchases and Bs.1,600 per U.S.$1.00 for sales. The exchange rate for the payment of the public
foreign debt was set at Bs.1,600 per U.S.$1.00 effective February 10, 2003. On February 5, 2004, the Government
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 also set at Bs.1,920.00
=U.S.$1.00. On March 2, 2005, the Government set 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. Effective January 1, 2008, the currency of Venezuela was
redenominated. Accordingly, from that date the U.S. dollar exchange rate has been set at Bs.2.14 = U.S.$1.00 for
purchase operations and Bs.2.15 = U.S.$1.00 for sale operations.

In an effort to promote and encourage the development of the Republic’s national economy and stimul ate exports,
President Chavez announced on January 8, 2010 the implementation of Convenio Cambiario No. 14, which
established a new exchange rate system that includes two official pricesfor the dollar. The first exchange rate was
set at Bs.2.60 = U.S.$1.00 for sale operations, which will be the official exchange rate 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 al other transactions was set at Bs.4.30 =
U.S.$1.00 for sale operations, with the exception of the provisions of Article 5 of the Convenio Cambiario No. 14,
which will cover, among others, transactions within the automotive sector, the telecommunications sector, the steel
sector and the construction sector.

The exchange rate applicable to purchases of foreign exchange obtained by the public sector, other than those
specified in Article 5 of the Convenio Cambiario No. 14 and those obtained by public non-oil exports, was set at
Bs.2.5935 = U.S.$1.00. The exchange rate applicable to purchases of currencies other than the previoudy indicated
and those referred to in Article 5 of Convenio Cambiario No. 14, including exports from non-oil public and private
sectors, was set at Bs.4.2893 = U.S.$1.00.

The exchange control regime provides that all foreign currency generated through public or private sector operations
must be sold to Banco Central at the exchange rate established thereunder. Banco Central and any other institution
authorized to exchange foreign currency is granted a commission of 0.25% for each U.S. dollar purchased or sold.

In instances where transactions are made in cash, the commission can be up to 2% of the total amount.

Unless otherwise expressly authorized, the obligation of the public sector to sell foreign currency to Banco Central
includes any foreign currency: (1) introduced into Venezuela through BANDES, the Fondo de Garantia de
Depdsitos, or FOGADE, and other public financial intitutions; (2) obtained by the Republic through public credit
operations or otherwise; or (3) obtained by other public sector entities by any other means. In turn, the private
sector must sell to Banco Central any foreign currency: (1) generated from the export of goods and services; (2)
introduced into Venezuela for investment purposes; (3) generated by companies incorporated to develop the
activities regulated by the Hydrocarbons Law; or (4) generated from transportation services, travel and tourism
operations, bank transfers, investment, lease agreements and other commercial, industrial, professional or personal
services or activities. Additionally, all foreign currency that enters the country must be registered through banks and
financial ingtitutions authorized by CADIVI.

With respect to the purchase of foreign currency, the exchange control regime provides that Banco Central must
approve the Republic’s foreign currency budget. This budget may be adjusted in accordance with the level of
international reserves and the flow of foreign currency. Banco Central will sell foreign currency only if it
determines that there are sufficient international reserves.

Public sector entities must request foreign currency directly from Banco Central for the following: (1) payments of
external public debt; (2) transfers required for the Republic’s foreign service representatives abroad or delegations of
the executive, legidative, judicial, civic or electoral branches participating in special missions abroad; (3)
international commitments of the Republic; (4) payments related to national security; (5) urgent health and food
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provisions; (6) the provision of foreign currency to BANDES and Banco de Comercio Exterior; and (7) payments
resulting from imports occurring prior to February 5, 2003. The exchange control regime contains provisions that
are specific to PDV SA which effectively allow PDV SA and its affiliates to maintain offshore accounts up to a
specified dollar amount approved by Banco Central.

The acquisition of foreign currency by private sector individuals or entities must be approved by CADIVI. To
request approval for a certain operation, an individual or entity must first be registered with CADIVI. Thisrequires
proof that social security contributions and tax payments are up to date, in addition to other requirements that
CADIVI may set forth in the future. Any authorization granted by CADIV1 will be valid for 120 days. The foreign
currency that is purchased must be used in accordance with the request made to CADIVI for such currency.

Private sector individuals or entities must request approval from CADIVI1 for: (1) the purchase of foreign currency
for transfers of money abroad, payments of certain imported goods and services and payments of interest or
principal on external indebtedness; (2) the purchase of foreign currency for the payment of dividends, capital gains
and interest that are the product of foreign investment in Venezuela, as well as for payments of service contracts,
technology contracts or royalties; and (3) the acquisition of foreign currency for payments under ADS, ADR, GDS
and GDR programs implemented prior to February 5, 2003.

On March 14, 2003, the Ministries of Production and Commerce, Agriculture and Land, and Health and Social
Development issued ajoint resolution which attached alist of materials and goods which are used for the production
of essential goods and services. Operationsinvolving the materials listed in those attachments, as well as those
involving medical equipment and materials, will receive preferential treatment from CADIVI.

In addition to the implementation of the exchange control regime, the Government has implemented price controls
on a broad array of basic goods and food staplesin an effort to minimize inflationary pressures on the poorer
segments of the Venezuelan population. Items covered by the price controls, and the levels of maximum permitted
prices, have been adjusted from time to time by the Government.

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 isthe 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 SITME came into operation. SITME isan
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 trades in Venezuela, and also determines the
qualifications of the buyers and sellers that may participate in 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.

On June 15, 2010, the System for the Initial Placement of Bonds denominated in Foreign Currency (Sstema de
Colocacién Primaria de Titulos en Moneda Extranjera, or SICOTME) came into operation. SICOTME isan
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electronic system which regulates the initial placement of Government securities denominated in foreign currency
and sold in Balivares, in which only financial institutions authorized by Banco Central may participate.

Gross Domestic Product

In 2005, GDP totaled approximately Bs.46.5 hillion in 1997 Constant Bolivares, registering a 10.3% rate of growth
for the year compared to 2004. The increase was primarily due to high oil prices and an increasein public
expenditure, which expanded domestic aggregate demand and led to an increase in the national supply. During this
period, the petroleum sector contracted by 1.5% but the non-petroleum sector expanded by 12.2%. The growth in
the non-petroleum sector in 2005 resulted primarily from growth of 21.5% in the trade sector, 20.0% in the
construction sector and 18.4% in the transportation sector, compared to 2004.

In 2006, GDP totaled approximately Bs.51.1 hillion in 1997 Constant Bolivares, registering a 9.9% rate of growth
for the year compared to 2005. The increase was primarily due to the same factors that led to the increase in 2005,
including high ail prices and an increase in public expenditures, which expanded domestic aggregate demand and
led to an increase in the national supply. During this period, the petroleum sector contracted by 2.0% but the non-
petroleum sector expanded by 10.9%. The growth in the non-petroleum sector in 2006 resulted primarily from
growth of 15.6% in the trade sector, 30.6% in the construction sector, 18.3% in the financial institutions sector and
18.9% in the transportation sector, compared to 2005.

In 2007, GDP totaled approximately Bs.55.3 hillion in 1997 Constant Bolivares, registering a 8.2% rate of growth
for the year compared to 2006. The increase was primarily due to the same factors that led to the increase in 2006,
including high oil prices and an increase in public expenditures, which expanded domestic aggregate demand and
led to an increase in the national supply. During this period, the petroleum sector contracted by 4.2% but the non-
petroleum sector expanded by 9.6%. The growth in the non-petroleum sector in 2007 resulted primarily from
growth of 16.7% in the trade sector, 16.6% in the transportation sector and 15.5% in the construction sector,
compared to 2006.

In 2008, GDP totaled approximately Bs.57.9 hillion in 1997 Constant Bolivares, registering a 4.8% rate of growth
for the year compared to 2007. The increase was primarily due to an overall increase in consumption. During this
period, the petroleum sector expanded by 2.5% and the non-petroleum sector expanded by 5.1%. The growth in the
non-petroleum sector in 2008 resulted primarily from growth of 5.7% in the trade sector, 3.7% in the construction
sector and 11.4% in the transportation sector, compared to 2007.

In 2009, GDP totaled approximately Bs.56.0 hillion in 1997 Constant Bolivares, representing a contraction of 3.3%
in real terms compared to 2008. The economic contraction was primarily due to decreasesin the petroleum sector of
7.2% and 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 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.
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The following tables set forth Venezuela s GDP in 1997 Constant Bolivares for each of the periods indicated:

Aggregate Global Demand ..............

Adggregate Internal Demand..
Gross Capital Formation...
Consumption.

RJbIlc .....

Variation of Stock.....
Net External Demand® ..

Gross Domestic Product......

Petroleum Activities..
Non-petroleum Activities..
Agriculture............

Manufacturing ...
Water and Electricity ..

Construction..........cccveevenns

Trade®
Transportation®

Financial Institutions®
Other®

Other Net Taxes on Products......

@
(2
3
4
(5
(6)

Preliminary

measured.

Year Ended December 31,

2005 2006" 2007 2008” 2009
Value Share Value Share Value Share Value Share Value Share
(in millions of 1997 Constant Bolivares and as percentage share of GDP)

Bs.46,523.6 100.0% Bs 51,1165 100.0% Bs. 552835 100.0% Bs. 57,927.0 100.0% Bs. 56,022.7 100.0%
49,846.9 107.1 60,021.9 1174 71,053.8 104.9 74,978.3 1294 69,052.9 1233
11,847.1 255 15,315.9 30.0 19,198.0 283 18,568.3 321 17,054.9 304
35,901.7 772 41,020.2 80.2 47,680.8 704 51,028.1 831 49,895.8 89.1

7,387.3 15.9 8,098.2 15.8 8,590.9 12.7 9,165.3 15.8 9,374.2 16.7
28,514.5 61.3 32,922.0 64.4 39,089.9 57.7 41,862.8 723 40,521.6 72.3
2,098.1 45 3,685.7 7.2 4,175.0 6.2 5,381.9 9.3 2,102.2 38
(33232 (7.1) (8,905.3) (17.4) (15,770.3) (28.5) (17,051.3) (31.6) (13,030.2) (233
46,523.6 100.0 51,116.5 100.0 55,283.5 100.0 57,927.0 100.0 56,022.7 100.0
7,251.7 15.6 7,108.7 139 6,807.8 12.3 6,974.8 12.0 6,471.4 11.6
34,704.7 746 38,474.3 753 42,179.4 763 44,341.9 765 43,4353 775
2,425.8 52 2,450.9 48 2,494.4 45 25724 44 2,602.7 46
3320 0.7 355.9 0.7 361.3 0.7 346.1 0.6 3074 0.5
7,813.7 16.8 84634 16.6 9,091.0 16.4 9,221.1 15.9 8,633.9 154
1,136.4 24 11917 23 11735 21 1,240.2 21 1,292.9 23
2,483.0 53 3,242.3 6.3 3,745.1 6.8 3,884.3 6.7 3,890.8 6.9
4,965.8 10.7 5,740.8 11.2 6,700.7 121 7,080.3 12.2 6,522.8 11.6
3,238.9 70 3,851.1 75 4,491.9 81 5,004.0 8.6 5,092.5 9.1
5,629.0 121 5,799.9 11.3 6,127.7 111 6,455.1 111 6,610.7 11.8
6,220.2 134 7,358.6 14.4 8,032.1 145 8,049.6 139 78773 141
460.0 10 19.6 0.0 (38.3) 0.2) 4889 0.8 604.3 11
4,567.2 9.8 5,533.5 10.8 6,296.4 114 6,610.3 114 6,116.0 10.9

figures.

Exports minus imports.
Includes commerce, repair services, restaurants and hotels.
Includes transport, storage and communications.
Includes financial institutions, insurance, real estate and rental services.
Includes community, social and personal services and private non-profit services and financial intermediation services indirectly

Source: Banco Central.

Year Ended December 31,

2005 2006® 2007% 2008 2009
(per centage changein real terms)
Aggregate Global Demand....... 10.3% 9.9% 8.2% 4.8% (3.3%
Aggregate Internal Demand... 18.7 204 184 55 (7.9
Gross Caoital Formation..... 384 29.3 253 (3.3 8.2
14.6 143 16.2 7.0 (2.2
10.7 9.6 6.1 6.7 23
15.7 155 187 71 (3.2
Gross Domestic Product 10.3 9.9 82 438 (33
Petroleum Activities 1.5 (2.0 4.2 25 (7.2
Non-petroleum Activi tles ..... 12.2 109 9.6 51 (2.0
Agriculture 9.8 10 18 31 12
Mining........ 3.0 72 15 4.2 (112
Manufacturing....... 111 8.3 7.4 14 (6.9
Water and Electrici ty ..... 112 49 (15 57 42
Construction 200 30.6 155 37 0.2
Trade? .. 215 156 16.7 5.7 (7.9)
Transportatl on® ... 184 189 16.6 114 18
Generd Government ..... 8.0 30 5.7 53 24
Financial Ingditutions® .. 139 18.3 9.2 0.2 2.2
Other® ..o, (412 (95.7) (295.4) (1 376 5) 236
AdjuSIMENtS......c.ccveverererernnnnne 178 212 138 (7.5
Q) Preliminary figures.
2 Includes commerce, repair services, restaurants and hotels.
3 Includes transport, storage and communications.
4) Includes financial institutions, insurance, real estate and rental services.
5) Includes community, social and personal services and private non-profit services and financial intermediation services indirectly

measured.

Source: Banco Central.

55



Inflation

For the year ended December 31, 2005, the rate of inflation, as measured by the CPI, stood at 14.4% and averaged
16.0% for the whole of 2005. The decrease ininflation was primarily due to increased domestic production of
goods combined with the fixed exchange rate and the price controls imposed on certain basic goods.

Therate of inflation, as measured by the CPI, increased to 17.0% for year-end 2006 and averaged 13.7% for the
whole of 2006. The increase in inflation was primarily due to the insufficient response in the internal supply to the
significant expansion experienced in the aggregate demand. The inflationary pressures were partly tempered by
increased levels of imported goods and services at a stable nominal exchange rate, a strong level of international
reserves and liquidity regulatory operations undertaken by Banco Central. Furthermore, the price controls and the
expansion of distribution networks providing low-cost food assisted in curbing inflationary pressures affecting low-
wage households.

The Government has adopted a policy of containing inflationary pressuresin the economy and is taking a number of
concrete actions to reverse the inflationary trends. Among these actions are avoiding the monetization of PDVSA’s
income by direct contributions of income to FONDEN and retention of foreign exchange for direct payment of
foreign currency expenditures, increasing the amount of foreign currency given 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 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 percent reduction in the VAT for all other taxable goods and services
effective March 1, 2007 and the further two percent reduction effective July 1, 2007.

Therate of inflation, as measured by the CPI, increased to 22.5% for year-end 2007 and averaged 18.7% for the
whole of 2007. The rate of inflation, as measured by the CPI, increased to 31.9% for year-end 2008 and averaged
31.4% for the whole of 2008.

On April 3, 2008, INE, in affiliation with the Ministry of Popular Power for Planning, and the Central Bank issued
Resolution No. 08-04-01 regulating the INPC effective as of January 1, 2008. INPC covers the same items as the
CPI, but with a national geographic scope. The previous system only covered the Caracas and Maracaibo
metropolitan areas.

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, 2008, the rate of inflation, as measured by the INPC, stood at 30.9%,
and for the year ended December 31, 2009, the rate of inflation, as measured by the INPC, stood at 25.1%.

Between 2008 and 2010, the Government developed a series of measures aimed at continuing the reduction of
inflation, including: (1) granting subsidies to importers and producers; (2) rehabilitating and consolidating
agricultural infrastructure to improve production levels; (3) granting fiscal incentivesto the industrial sector; and (4)
regulating the foreign exchange market. Additionally, PDVAL (Produccion y Distribucion Venezolana de
Alimentos), a PDV SA subsidiary, continued to assist in the distribution of foodstuffs throughout the country, and the
Government and PDV SA issued dollar-denominated debt instrumentsin the local market.
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The following table sets forth five price indices for the periodsindicated:

2005 2006 2007 2008 2009
2005 Full 2006 Full 2007 Full 2008 Full 2009 Full
Quarters Year Quarters Year Quarters Year Quarters Year Quarters Year
1 1 \ 1 11 Y | 1 11 v | 1 11 v | 1 11 \%
Producer Price Index®:
Manufacturing
Goods®:
Average 36 58 2.7 12 165 26 29 33 30 13 31 24 26 51 126 76 84 5.4 31 25.2 34 8.6 70 48 234
End of Period® 52 4.7 19 09 134 30 33 31 2.7 127 27 31 238 56 14.9 85 81 4.6 22 252 43 10.0 56 44 26.5
Raw Materials for
Construction:
Average 39 67 29 01 191 33 48 51 22 138 6.7 2.8 17 43 17.0 82 86 5.4 17 24.4 17 81 78 2,6 195
End of Period® 78 31 23 03 141 48 48 38 20 164 69 35 038 5.0 17.0 102 84 31 13 24.8 17 116 49 19 214
Wholesale Price
Index® ©-
Domestic Goods™:
Average 50 57 35 11 188 33 39 55 36 146 55 39 20 46 181 72 56 6.2 11.9 251 7.0 4.0 79 5.0 315
End of Period 55 56 19 15 153 33 62 36 38 180 51 45 15 58 18.0 6.6 55 81 124 36.7 38 52 84 32 222
Imported Goods®:
Average 31 59 16 03 115 21 21 12 26 76 36 23 1.9 5.0 110 58 45 3.0 33 17.8 49 12.8 9.3 6.0 28.6
End of Period 53 39 12 02 109 30 17 15 27 92 25 35 11 6.8 14.6 56 35 25 46 17.1 42 155 838 36 35.7
Consumer Price Index®
(Caracas Metro Area):
Average 41 41 32 29 160 17 28 6.4 4.3 137 44 31 34 79 18.7 9.6 7.1 6.4 6.8 314 6.4 6.0 6.8 6.3 28.6
End of Period® 33 45 33 25 144 13 41 6.6 39 170 26 5.0 29 10. 225 82 75 59 71 31.9 54 6.6 72 54 26.9
4
1) The Wholesale Price Index and the Producer Price Index include the General Wholesale Tax.
) The percentage changes refer to the Producer Price Index for manufactured goods (Caracas Metropolitan Area and Central Region of Venezuela Base 1997 = 100).
3 Thisindex is calculated with quarterly information collected at mid-term.
4) The percentage changes refer to the Wholesale Price Index for manufactured goods (Caracas Metropolitan Area and Central Region of Venezuela Base 1984 = 100).
5) The Consumer Price Index (CPI) has been calculated on the basis of 1997 Constant Bolivares.
(6) The Wholesale Price Index has been calculated on the basis of 1997 Constant Bolivares.

Source: Banco Central
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The following table sets forth the INPC for the periods indicated:

National Consumer Price | ndex
(Base: December 2007 = 100)

Year and Month INPC
2007
(DS o< 11101 SO 100.0
2008
JANUAIY ..ottt 103.1
FEOIUAIY ... s 105.3
March......... 107.1
April....... . 108.9
May...... 112.4
June 115.1
duly........ 117.3
Augudt........ 1194
September.. 121.8
October ...... 124.7
November .. 127.6
(D= 0= 1.1 SO OO 130.9
133.9
135.6
137.2
139.7
1425
145.0
148.0
151.3
155.1
158.0
161.0
163.7
166.5
169.1
173.2
182.2
187.0
190.4
193.1

Source: Banco Central.

Foreign Trade and Balance of Payments
Foreign Trade

Foreign trade plays a vital role in the Venezuelan economy. Venezuelatraditionally has experienced a favorable
balance of trade. Average annual exports for the five years ended 2009 were approximately U.S.$68.6 billion.
During the same period, average annual imports were approximately U.S.$38.3 hillion.

In 2009, Venezuela stota exports were U.S.$57.6 billion. Petroleum products represent the overwhelming
component of total exports, aggregating U.S.$54.2 billion during 2009. During the same period, total imports,
consisting mainly of raw materials, machinery, equipment and manufactured goods, were U.S.$38.4 billion.

Trade Policy

The basic goals of Venezuela strade policy are to generate sustainable growth and macroeconomic stability by
diversifying production and promoting Venezuelan products in the international market. The policy contemplates
increasing the number of small and medium sized companies with export capabilities, promoting nontraditional
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exports, reinforcing current trade alliances and developing new trade alliances with an emphasis on South American
and Caribbean countries. In addition, Venezuela has entered into a number of bilateral, regional and multilateral
free trade agreements. It isan active member of the GATT and the WTO.

The Government has entered into agreements with a number of countries, including countries in South America,
North America and the Caribbean basin, as well as countries in the European Union, Africa, the Middle East and
Asia, regarding the promotion of bilateral trade and economic and technological development, as well asthe
facilitation of purchases of petroleum and refined petroleum products. In this connection, Venezuela entered into
several agreements with the Caribbean countries within the framework of PetroCaribe to supply oil and products
under preferential financing conditions similar to those established by other agreements between Venezuela and
Central American and South American states, such as Argentina, Bolivia, Ecuador and Uruguay. In exchange, these
countries are permitted to supply goods and servicesin several areas as well as technical assistance to Venezuela,
including agricultural advising and medical personnel.

Between 2004 and 2006, V enezuela entered into agreements with numerous countries which focused on the delivery
of ail, the fight against terrorism and drugs, poverty and other matters. The Government is pursuing a variety of
regional initiatives known as the Bolivarian Alternative for the Americas, or ALBA, and the South American Union
of Nations, or UNASUR. These initiatives are designed to strengthen cooperation among Latin American and
Caribbean countries. In this connection, the Transoceanic Pipeline, an important energy integration project between
Colombia and Venezuela, is under development. In 2004, Venezuela became an associate member of Mercosur.
Venezuela has encouraged these countries to take part in numerous energy integration projects such as the Great
Southern Pipeline and the Petrosur initiative, as well as building and expanding refineriesin Brazil, Uruguay and
Paraguay. In April 2006, Venezuela, Cuba and Bolivia entered into the Peoples' Trade Treaty, which isa political,
social and economic cooperation agreement that coversinitiatives in trade, health, social services and energy, among
other matters. 1n 2007 and 2008, the treaty was expanded to include Honduras, Nicaragua and the Caribbean nation
of Dominica

Trading Partners

Foreign trade plays a vital role in the Venezuelan economy, the United States being Venezuela' s most important
trading partner. Asof December 31, 2009, Venezuela was the third-largest exporter of petroleum products to the
United States. 1n addition to the United States, Venezuela s significant trading partnersinclude China, Colombia,
Brazil and Italy.

In 2006, Venezuela and China signed several oil agreements, building on the various energy, agricultural and
technical cooperation agreements entered into between the two countries in December 2004. By September 2006,
V enezuela was shipping approximately 300,000 barrels of crude and products per day to China. 1n 2007, the two
countries signed additional agreements which provided for the construction of three refineriesin Chinato process
Venezuelan crude oil, and explored building arefinery to upgrade heavy crude oil to lighter quality using Chinese
technology and to process crude oil from the Orinoco Belt.

In November 2007, BANDES entered into a credit facility with the China Development Bank in the aggregate
amount of U.S.$4.0 billion in connection with the creation of ajoint investment fund between the Governments of
Venezuela and Chinato finance development and infrastructure projectsin Venezuela, referred to as the Sino-
Venezuelan Joint Fund. The credit facility has aterm of three years, extendible for atotal of 15 years. In
connection with the credit facility, PDV SA has entered into a supply agreement for crude oil and refined products
with China National United Oil Corporation. The proceeds of sales under the supply agreement will be applied to
pay amounts due under BANDES' s loan with the China Development Bank. In addition, FONDEN contributed
U.S.$2.0 billion. In September 2008, the two countries agreed to double the Sino-Venezuelan Joint Fund to
U.S.$12.0 hillion, and in August 2009, Venezuela and China signed an agreement to increase the joint investment
fund to U.S.$16.0 billion.

In September 2009, PDV SA and the National Qil Consortium, ajoint venture comprised of five Russian companies,
signed agreements aimed at establishing a Mixed Company to develop heavy crude oil in the Orinoco Oil Belt. The
project is expected to produce an estimated 400,000 bpd to 500,000 bpd of extra heavy crude oil. The investment

for this project is estimated to be approximately U.S.$20.0 billion, and the National Oil Consortium will own a40%
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stake in the Mixed Company and PDV SA will own the remaining 60%. The Mixed Company will have a duration
of 25 years.

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 more information on
Venezuelan and Colombia relations, refer to “Bolivarian Republic of Venezuela—Geography and Popul ation—
Geography”. For the four month period ended April 30, 2009, the United States accounted for 26.3% of
Venezueld stotal exports, the European Union accounted for 7.2% of Venezuela s total 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 stotal exports, the European Union accounted for 13.1% of Venezueld' s
total exports and Colombia accounted for 8.1% of Venezueld stotal exports.

The following tables set out the geographical distribution of Venezuela s imports and exports for the periods
indicated:

Imports
Year Ended December 31,
2005 2006 2007Y 2008™ 2009®

(as a percentage of total)

8.4% 9.6% 9.8% 9.0% 8.5%
10.1 10.0 124 15.0 11.7
-- -- 9.6 9.4 10.3
26 24 23 30 33
21 21 23 25 2.6
29.0 29.0 274 26.3 27.0
47.8 46.9 36.2 34.8 36.6
100.0% 100.0% 100.0% 100.0% 100.0%
Exports®
Year Ended December 31,
2005 2006 2007 2008" 2009%
(as a percentage of total)
0.4% 2.7% 1.4% 2.1% 4.7%
2.0 12.0 5.8 171 17.8
-- -- 04 45 12.8
0.7 15 12 1.9 24
0.6 2.2 6.0 33 25
48.4 264 60.1 29.2 20.0
47.9 55.2 251 419 39.8
100.0% 100.0% 100.0% 100.0% 100.0%
Q) Preliminary figures.
) Information for PDV SA is not included. Accordingly individual country information does not reflect geographical distribution of

petroleum exports.

Sources: INE.

Development of Non-Petroleum Exports

Venezuela s principal non-petroleum exportsinclude steel, iron ore, chemical products, aluminum, fish and
shellfish, cement, paper products, ceramics and tropical fruits. Venezuela has taken stepsto increase its non-
petroleum exports as part of its plan to diversify its sources of foreign exchange earnings and fiscal revenues.
Nonetheless, in the short and medium term, petroleum exports (including natural gas) are expected to continue to
comprise the substantial mgjority of Venezueld s exportsin dollar value. In 2005, non-petroleum exports totaled
U.S.$7.6 billion, representing 13.6% of Venezuela stotal exports during that period. During 2006, non-petroleum
exports totaled U.S.$7.6 billion, representing 11.6% of Venezuela s total exports during that period. During 2007,
non-petroleum exports totaled U.S.$6.4 billion, representing 9.2% of Venezuela s total exports during that period.
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In 2008, non-petroleum exports totaled U.S.$6.0 billion, representing 6.3% of Venezuela s total exports during that
period. In 2009, non-petroleum exports totaled U.S.$3.4 billion, representing 5.9% of Venezuela s total exports
during that period.

Balance of Payments

Because Venezuelais amgor oil producer and exporter, it has historically recorded trade and current account
surpluses. In 2005, the overall balance of payments recorded a surplus of approximately U.S.$5.5 billion and the
current account surplus was U.S.$25.4 billion. Theincrease in the current account surplus as compared to 2004 was
due primarily to afavorable trade balance caused mainly by an increase in the price received for petroleum exports.

For 2006, the overall balance of payments recorded a surplus of approximately U.S.$5.0 billion and the current
account surplus was U.S.$26.5 billion. The increase in the current account surplus was due primarily to the high
levels of pricesfor petroleum products. The current account surplus reflected the positive evolution of oil exports,
which, benefiting from recent increasesin prices, increased to U.S.$58.0 billion, or 88.4% of total exports. Non-oil
exports, estimated at U.S.$7.6 billion, showed a dight increase which could be related to the repositioning of the
domestic production of certain basic products towards satisfying the domestic market, in which the demand showed
an expansionary trend.

For 2007, the overall balance of payments recorded a deficit of approximately U.S.$5.7 billion and the current
account had atotal surplus of U.S.$18.0 billion. The deficit in the 2007 overall balance of payments was primarily
due to FONDEN transfers and PDV SA’ s maintenance of increased levels of foreign currency holdings offshore. For
2008, the overall balance of payments recorded a surplus of approximately U.S.$9.3 billion and the current account
surplus was U.S.$37.4 hillion. The increase in the current account surplus was due primarily to an increase in oil
exports. 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 billion. The deficit in the 2009 overall balance of paymentsis
primarily due to expenses in the financial account and a decreased surplusin the current account. The decreasein
the current account surplusis primarily due to a reduction of oil export revenues caused by decreases in both ail
production and prices.

During 2005, the capital account recorded a deficit of U.S.$16.4 billion. The deficit in the capital account in 2005
was due primarily to an increase in public sector external assets. During 2006, the capital account recorded a deficit
of U.S.$19.3 billion. The deficit in the capital account in 2006 was due primarily to the operations of the public
sector with an emphasis on the acquisition of portfolio assets, the reduction of sovereign debt and the financing
granted by the petroleum industry to its clients and affiliates. During 2007, the capital account recorded a deficit of
U.S.$22.1 hillion. Theincrease in the capital account deficit was mainly due to the issuance of debt in the local
markets by PDV SA which totaled U.S.$7.5 billion. PDV SA purchased the debt locally in Bolivares and used the
funds to purchase U.S. dollars from Banco Central to pay obligations abroad. During 2008, the capital account
recorded a deficit of U.S.$24.9 billion. The deficit in the capital account in 2008 was due primarily to anincreasein
deposits abroad and oil sector accounts receivable. The capital account recorded a deficit of U.S.$14.0 billion for
2009. The capital account deficit in 2009 was primarily due to an increase of deposits abroad by the non-financial
private sector, adecrease in public sector liabilitiesto foreign investors and an increase in PDV SA assets, primarily
in the form of short-term loans to foreign affiliates.

In 2005, foreign direct investment totaled U.S.$1.4 billion. In 2006, foreign direct investment totaled U.S.$221

million, and foreign direct investment in 2007 totaled U.S.$2.9 billion. In 2008, foreign direct investment decreased
to approximately U.S.$1.5 billion, and in 2009, foreign direct investment totaled U.S.$206 million.
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The following table sets forth Venezuela' s balance of payments for the periods indicated:

Year Ended December 31,

2005 2006 2007 2008 20097
(in millions of U.S. dollars)®
CUrrent ACCOUNL..........ooeoevereeeerereeseres $ 25,447 $ 26,462 $ 18,063 $37,392 $ 8,561
TradeBdance.................. 31,708 31,995 22,979 45,656 19,153
Oil Exports (f.0.b.) .... 48,143 57,972 62,640 89,128 54,201
Non-oil Exports (f.0.b.) 7,573 7,606 6,370 6,010 3,394
Imports (f.0.b.) ...ccooveenneee ... (24,008) (33,583) (46,031) (49,482) (38,442)
SEIVICES. ... (3,997) (4,410) (6,952) (8,354) (7,617)
Transportation............cccoeeveervnn. (1,810) (2,276) (3,936) (4,111) (3,331)
Travel (626) (461) (703) (867) (780)
Communications.............ccc.eevenn. 7 32 (98) (141) (191
INSUFANCE........ooveieeeeeeec e (221) (323) (421) (530) (446)
Government. (72) (105) (160) (284) (199)
(0171 SR (1,275) (1,277) (1,634) (2,421) (2,670)
Investment Income...... - (2,202 (1,045) 2,467 698 (2,652)
INFOWS.....coooeeeeenne 4,150 8,226 10,194 8,063 2,313
Public Sector Interest... 456 1,172 1,500 1,015 214
Private Sector Interest.. 102 267 445 488 82
3,592 6,787 8,249 6,560 2,017
(6,352) (9,271) (7,727) (7,365) (4,965)
(1,995) (2,121) (2,401) (3,018) (2,896)
(349) (364) (342) (49) (23)
(4,008) (6,786) (4,984) (4,298) (2,046)
(62 (78) (431) (608) (323)
(16,400) (19,287) (22,058) (24,908) (14,040)
13,317 12,528 28,071 44,364 48,345
1,422 221 2,854 1,526 206
2,544 1,680 8,134 1,121 4,451
1,454 0 3,982 413 2,182
1,090 1,680 4,152 708 2,269
228 0 0 109 102
0 0 0 0 0
228 0 0 109 102
2,198 96 1,134 1,087 1,330
6,925 10,531 15,949 40,521 42,256
(29,717) (31,815) (50,129) (69,272) (62,385)
0 (2,253) (1,876) (2,450) (5,145)
(2,982) (6,124) (2,985) (5,723) (1,253)
(1,186) (4,188) (563) (3,038) @
(1,796) (1,936) (2,422) (2,685) (1,252)
(938) (910) (728) (327) 1)
(42 (62) (115) 0 0
(896) (848) (613) (327) 1)
(733) 0 0 0 (1,661)
(25,064) (22,528) (44,540) (60,772) (54,325)
(3,593) (2,211) (1,747) (3,209) (4,783)
5454 4,964 (5,742) 9,275 (10,262)
(5,454) (4,964) 5,742 (9,275) 10,262
Assets (5,424) (4,904) 5,357 (9,456) 10,799
Banco Central® (5,402) (4,868) 5,398 (9,437) 10,801
BANDES..........ccominis 0 0 0 0 0
Stabilization Fund... (22) (36) (42) (29) @)
Obligations........c......c.o..... (30) (60) 385 181 (537)
Banco Centra®............cc...... (30) (60) 385 181 (537)
@) Preliminary figures.
) Figures without parentheses indicate a diminution of the assets or increase of the corresponding liabilities. Figures within
parentheses indicate an increase of the assets or diminution of the corresponding liabilities.
3 Excludes changesin valuation.

Source: Banco Central
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Inter national Reserves

Banco Central’s gross international reserves at the end of 2005 totaled U.S.$29.6 hillion, representing an increase of
U.S.$6.1 billion since December 31, 2004. In addition, fundsin the Stabilization Fund totaled U.S.$732 million. At
December 31, 2005, total international monetary assets totaled U.S.$30.7 billion, liquid operating reserves at Banco
Central totaled U.S.$23.5 hillion and net international reserves (excluding fundsin the Stabilization Fund) at Banco
Central totaled U.S.$29.4 hillion.

Gross international reserves at Banco Central increased by U.S.$7.0 billion between December 31, 2005 and
December 31, 2006, rising to U.S.$36.7 hillion at year-end 2006. At December 31, 2006, international monetary
assets stood at U.S.$37.9 billion, liquid operating reserves at Banco Central totaled U.S.$28.7 billion and net
international reserves (excluding fundsin the Stabilization Fund) totaled U.S.$36.5 hillion.

Gross international reserves at Banco Central decreased by U.S.$3.2 billion between December 31, 2006 and
December 31, 2007 and totaled U.S.$33.5 hillion at year-end 2007. At December 31, 2007, international monetary
assets stood at U.S.$34.3 billion, liquid operating reserves at Banco Central totaled U.S.$23.0 billion and net
international reserves (excluding funds in the Stabilization Fund) totaled U.S.$32.9 hillion.

Gross international reserves stood at U.S.$42.3 billion at December 31, 2008 (excluding funds in the Stabilization
Fund), representing an increase of U.S.$8.8 billion since December 31, 2007. In addition, fundsin the Stabilization
Fund totaled U.S.$828 million. At the same date, international monetary assets stood at U.S.$43.3 hillion, liquid
operating reserves at Banco Central totaled U.S.$32.6 billion and net international reserves (excluding fundsin the
Stabilization Fund) totaled U.S.$41.5 billion.

At March 30, 2009, grossinternational reserves stood at approximately U.S.$28.2 billion (excluding amounts
deposited in the Stabilization Fund), primarily due to an approximately U.S.$12.0 hillion disbursement made to
FONDEN, but at September 7, 2009, grossinternational reserves totaled approximately U.S.$32.3 billion (excluding
amounts deposited in the Stabilization Fund). The increase in gross international reserves was primarily due to the
disbursement of U.S.$3.5 billion made by the IMF described under “Introduction—Relations with Multilateral
Institutions’.

Gross international reserves at Banco Central decreased by U.S.$7.3 billion between December 31, 2008 and
December 31, 2009, totaling U.S.$35.0 billion at year-end 2009. The 17.3% decrease in gross international reserves
was primarily due to a reduction in export revenues and a continued increase in foreign assets by private agents. At
December 31, 2009, international monetary assets stood at U.S.$36.1 billion, liquid operating reserves at Banco
Central totaled U.S.$17.7 billion and net international reserves (excluding funds in the Stabilization Fund) totaled
U.S.$34.2 billion. At the same date, the balance in the Stabilization Fund was U.S.$830 million.
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The following table sets out a breakdown of the international monetary assets of Venezuela for the periods
indicated:

Year Ended December 31,

2005 2006 2007 2008 2009
(in millions of U.S. dallars)

International Reserves at Banco Centrd.................. $29,636 $36,672 $33,477 $42,299 $35,000
GO e 5,718 7,255 9,281 9,201 13,297
Specia Drawing Rights..........ccocoorinrinrinnincenes 5 0 1 21 3,511
IMF POSItION® ..o 460 484 509 496 505
Totd Liquid Operating RESErVes ..........coccooevveeenenn. 23,453 28,933 23,686 32,581 17,687
Liahilities of Banco Centra® ... (262) (202) (592) (777) (242)
Net Liquid Operating RESEIVES.........c.cocoveeverrininnnns 23,191 28,731 23,094 31,804 17,446
Stabilization FUnd® ... 732 768 809 828 830
Other International Monetary Assets® .............. 313 430 97 207 279
International Monetary Assets® ... 30,681 37,870 34,383 43334 36,109

(0] Figures are valued at the market price for gold at the relevant dates and reflect methodological arrangements in the accounting

treatment for gold-swap operations.

2 Includes net IMF Position.

3 Includes Banco Central’ s reserve liabilities.

4) Includes the Stabilization Fund portfolio managed by Banco Central.

5) Other than amounts in the Stahilization Fund.

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

Banco Central and other public sector entities.

Source: Banco Central

Banco Central Transfers

In July 2005, the National Assembly approved an amendment to the Central Bank Law that was originally enacted
on October 3, 2001 and that superseded the previous Central Bank Law dated as of December 4, 1992. A purpose of
the new Central Bank Law of 2005 is to coordinate the regulations and activities of Banco Central with the
provisions of the Constitution and thus to promote economic development in a more cohesive manner. The reform
allows PDV SA to maintain its oil and gas export proceeds in offshore accounts in amounts sufficient to cover its
foreign currency-denominated investments and expenses. The balance of such proceeds, net of applicable corporate
income tax, dividends and royalties, must be contributed by PDV SA to FONDEN. Amounts deposited in FONDEN
may only be used for social, educational, health care, liability management and special and strategic purposes.
Under the amended law, Banco Central is required to determine the optimum level of international reserves and to
distribute the excess to FONDEN and inform the National Assembly on an annual basis. The reform also required
Banco Central to make a one-time special contribution to FONDEN of U.S.$6.0 billion from Venezuela' s foreign
currency reserves. That deposit was completed on November 7, 2005. Since that date through December 31, 2007,
approximately U.S.$17.0 billion has been added by Banco Central. 1n 2008, Banco Central contributed an
additional U.S.$1.5 billion to FONDEN, and in 2009, Banco Central contributed an additional U.S.$12.3 billion to
FONDEN.

Foreign Exchange Rates and Exchange Controls

The deteriorating economic and political environment in Venezuela during early 2002 triggered large-scale capital
flight and increased pressure on the value of the Bolivar. In response, Banco Central was required to utilize large
amounts of itsinternational reserves to support the value of the Bolivar. On February 13, 2002, President Chavez
announced that the Bolivar would float freely, without a protective band and with minimal intervention from Banco
Central. On October 8, 2002, the Bolivar/U.S. dollar exchange rate reached its lowest point to date since itsinitial
devaluation. The Bolivar/U.S. dollar exchange rate on that date, as calculated by Banco Central, was

Bs.1,496.25 = U.S.$1.00, reflecting a depreciation of 97.4% compared to December 31, 2001. On December 31,
2002, the Bolivar/U.S. dollar exchange rate, as calculated by Banco Central, was Bs.1,403 = U.S.$1.00, reflecting a
depreciation of 85.1% since December 31, 2001.
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In accordance with the fixed exchange control regime that became effective on February 5, 2003, the Bolivar/U.S.
dollar exchange rate was set at Bs.1,596 = U.S.$1.00 (purchase) and Bs.1,600 = U.S.$1.00 (sale). On February 5,
2004, the Ministry of Finance and Banco Central changed the Bolivar/U.S. dollar exchange rate to Bs.1,915.20 =
U.S.$1.00 (purchase) and Bs.1,920.00 = U.S.$1.00 (sale). On March 2, 2005, the Ministry of Finance and Banco
Central set the U.S. dollar exchange rate to Bs.2,144.60 = U.S.$1.00 (purchase) and Bs.2,150.00 = U.S.$1.00 (sale).

For more information on the exchange control regime adopted in February 2003, refer to “—Exchange Control
Regime”.

Monetary Reform

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. 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.

In an effort to promote and encourage the development of the Republic’s national economy and stimul ate exports,
President Chavez announced on January 8, 2010 the implementation of Convenio Cambiario No. 14, which
established a new exchange rate system that includes two official pricesfor the dollar. The first exchange rate was
set at Bs.2.60 = U.S.$1.00 for sale operations, which will be the official exchange rate 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 al other transactions was set at Bs.4.30 =
U.S.$1.00 for sale operations, with the exception of the provisions of Article 5 of the Convenio Cambiario No. 14,
which will cover, among others, transactions within the automotive sector, the telecommunications sector, the steel
sector and the construction sector.

The exchange rate applicable to purchases of foreign exchange obtained by the public sector, other than those
specified in Article 5 of the Convenio Cambiario No. 14 and those obtained by public non-oil exports, was set at
Bs.2.5935 = U.S.$1.00. The exchange rate applicable to purchases of currencies other than the previoudy indicated
and those referred to in Article 5 of Convenio Cambiario No. 14, including exports from non-oil public and private
sectors, was set at Bs.4.2893 = U.S.$1.00.

In June 2010, Convenio Cambiario No.18 was enacted, which established that Banco Central will be responsible for
managing trading in Bolivares of securities denominated in foreign currency, and created SITME, an electronic
system which regulates the buying and selling operations in Bolivares of securities denominated in foreign currency.
Under SITME, Banco Central determines which securities are to be traded and the price parameters for such trades
in Venezuela, and also determines the qualifications of the buyers and sellers that may participatein SITME. For
more information on SITME, refer to “The Venezuelan Economy—Exchange Control Regime”.
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The following table sets out the average Bolivar/U.S. dollar exchange rates for the periods indicated:

Exchange
(Bolivar/
Year and Quarter U.S. dollar)®
2005
FPSE QUEITEN ...ttt bbbt s st Bs.1,989.37
Second Quarter. 2,150.00
Third Quarter .... 2,150.00
FOUMtN QUEIEY ..ottt s 2,150.00
2006
FIPSEQUAITET ..ottt s Bs.2,150.00
Second Quarter. 2,150.00
TRIFA QUAEIEY ...ttt bbbttt e 2,150.00
FOUMN QUEIEN ..ottt st 2,150.00
2007
FPSE QUEITEN ...ttt bbbt s st Bs.2,150.00
SECONA QUEILEY ..ottt s 2,150.00
THIF QUAEITES ..o s bbb bs s s 2,150.00
FOUMtN QUEIEY ..ottt s 2,150.00
2008
First Quarter ....... Bs. 2.15
Second Quarter. 215
Third Quarter .... 215
FOUMN QUEIET ..ottt bbbt 215
2009
FIPSEQUAITET ..ottt s Bs. 2.15
Second Quarter. 215
THIF QUAEITES ..o s bbb bs s s 215
FOUMN QUEIEN ........cooe ettt 215
(0] The Bolivar/U.S. dollar exchange rates listed above and el sewhere herein do not reflect the redenomination of the

Bolivar for periods prior to January 1, 2008 or the methodology described in “Currency of Presentation”.

Source: Banco Central.

Employment and L abor
Labor Policies

The composition of the labor force in Venezuela has undergone substantial changes during the last 50 years. The
most significant change has been a shift in employment from the primary sector, principally consisting of
agricultural activities and petroleum and mining exploration and extraction, to the tertiary sector, principally
consisting of services, finance, transportation, communications and Government employment.

According to INE, at April 30, 2010, approximately 43.3% of the VVenezuelan labor force was engaged in the
informal sector of the economy. Theinformal sector is comprised of domestic workers, self-employed owners,
laborers and non-paid family laborers.

Under the Economic Plan, the Government contemplates the integration of the informal sector into the economy.
The Government intends to make technological and financial assistance available to informal sector participants on
terms equivalent to those being offered to small- and medium-sized companiesin the formal sectors of the economy.

The Economic Plan contempl ates the implementation of programs to improve the skill level of the Venezuelan labor
force and to promote an efficient labor market that would allow optimal mobility for Venezuelan workers. The
Government also seeks to promote the improvement of wage levels throughout the productive sectors of

Venezuela s economy consistent with its desire to minimize the inflationary effects or expectations that could result
from wage increases.
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As part of the Chavez administration’s domestic initiatives, private companiesin Venezuela are being asked to

introduce “ co-management” among workers and boards of directors as the preferred model of corporate governance.

Under thisinitiative, companies are invited to adopt the model and have a minimum of 20% worker representation
on their governing boards in order to receive new loans from state banks.

Labor Force

Asthe labor force of Venezuela has grown in recent years, there have been numerous efforts to absorb the
increasing numbers of workersin Venezuela, particularly persons migrating from rural to urban areas. Beginning in
2003, social Missions have led to significant improvementsin the training and education of manufacturing and
agricultural workers.

At the end of 2007, the labor force was estimated at 12.4 million. The rate of unemployment decreased from 9.3%
at year-end 2006 to 7.5% at year-end 2007, which was due primarily to increased public sector opportunities

including the expanding social Missions. At the end of 2008, the labor force totaled approximately 12.7 million, and

the rate of unemployment decreased to 6.8% at year-end 2008. At the end of 2009, the labor force totaled
approximately 13.0 million. The rate of unemployment increased to 7.5% at year-end 2009, primarily due to the
impact of the global economic crisis on the Venezuelan economy.

The following table sets forth employment activity by sector for the periods indicated:

Year Ended December 31,

2005 2006 2007 2008 2009
Labor Force:
Employed........cococernnincnninen 10,733,980 88.6% 11,116,925 90.7% 11,503,869 92.5% 11,813,095 93.2% 11,981,789
Unemployed........ccccvvneeeinnencneenne 1,374,299 114 1,143,653 9.3 932,448 75 861,749 6.8 974,940
Total e 12,108,279 1000 12,260,578 100.0 12,436,317 1000 12,674,844 1000 12,956,729
By Sector:
Petroleum and Mining...........c.cccecue... 71,272 0.7 77872 0.7 99,225 0.9 101,944 0.9 103,903
Agriculture, Fishing and Hunting..... 1,039,131 9.7 1,016,049 9.1 992,832 8.6 1,014,834 8.3 1,165,832
Manufacturing..........ccceeeeae 1,245,453 11.6 1,350,895 12.2 1,415,538 12.3 1,410,960 11.7 1,458,545
Water, Electricity and Gas 56,893 05 50,352 05 48,031 04 54,991 05 48,470
CONSTUCtION.......ocvercierce e 857,581 8.0 1,057,616 95 1,104,538 9.6 1,147,871 103 1,072,561
Commerce, Restaurant and Hotels... 2,619,613 244 2,620,025 23.6 2,712,478 236 2,760,921 231 2,602,269
Transportation, Storage and 870,305 8.1 913,558 8.2 1,025,498 8.9 1,055,775 8.8 1,044,893
Communications.............c......
Financia Ingtitutions, Insurance 516,857 4.8 551,031 5.0 587,139 51 617,971 5.2 661,363
and Real Edtate............c........
Community, Social and Personal 3,364,831 313 3,452,568 311 3492273 304 3,628918 302 3,807,561
SENVICES....oovieeeereeeeeeen
Others......coveeeeeeeeeeeeeeeee e 92,044 0.9 26,959 0.2 26,517 0.2 11,813 1.0 16,392
Total e 10,733980 100.0% 11,116,925 100.0 11503869 1000 11813095 1000 11,981,789

(2) Preliminary figures.

Source: INE.

Labor Regulations and Labor Liabilities

The Ley Orgéanica del Trabajo, or the Organic Labor Law, sets forth minimum standards for employee benefits and
working conditions, such as a minimum wage, a maximum number of working hours, mandatory holidays and
vacations, minimum retirement, severance compensation and health and safety regulations.

The Organic Labor Law appliesto private sector workers and to most public sector employees. The rights of other

public employees, technicians and professionals are al so regulated by the Law of Administrative Careers. Public
sector wages are set by decree, in accordance with the labor laws and the Law of Collective Contracting of the
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Public Sector. Subject to minimum wage limitations set by the Government, private sector wages are competitive or
set through collective bargaining contracts.

In June 1997, the Government reformed the Organic Labor Law. The new law implemented a tripartite agreement
reached among the Government, employees represented by unions and their employers. The most significant reform
was the elimination of the retroactive calculation of mandatory severance compensation for years of service.
Previoudy, employers has been required to pay severance compensation for years of service calculated retroactively,
based on an employee’s salary at the time of termination of the labor relationship, regardless of any changesin the
salary over the course of the employment. The new law required that severance pay accumulated through December
1996, referred to as the Labor Liabilities, be paid out within five years to both public and private employees. After
December 1996, employers have been required to cal culate severance compensation monthly, based on wages
earned at that time, and deposit the amount in an account of the employee. The amounts deposited earn interest
tax-free, which interest may be withdrawn by employees on ayearly basis. The account must accumulate during the
entire period of employment, and at the end of the employment relationship the entire amount can be withdrawn by
the employee. Under defined circumstances, portions of the principal in the account may be withdrawn by the
employee before the end of the employment relationship.

The Government has amended the 1997 labor law to provide for the payment of Labor Liabilities owed to public
sector employees over a period of five years, together with interest, at a prescribed rate commencing in 1998. The
Government has created a presidential commission to quantify and oversee the processing of the Labor Liabilities
with respect to employees of the Central Government.

Since 1998, the Government has maintained a continuous effort to honor past Labor Liabilities. At December 31,
2007, the estimated total amount of the Government’s Labor Liabilities was calculated to be approximately Bs.25.8
billion. At December 31, 2008, the estimated total amount of the Government’s Labor Liabilities was calculated to
be approximately Bs.31.2 billion, and at December 31, 2009, the estimated total amount of the Government’s Labor
Liabilities was calcul ated to be approximately Bs.19.1 hillion.

In April 2007, the Government extended a firing freeze for private and public sector workers governed by the
Organic Labor Law, effective through December 31, 2007. Under the decree, workers may not be fired, demoted or
transferred without just cause. On December 27, 2007 this freeze was extended for a period of one year through the
end of 2008, and on December 29, 2008, the freeze was extended again for a period of one year through the end of
209. On December 23, 2009, the freeze was further extended for an additional year through the end of 2010.

Minimum Wages

The Government sets the minimum salary for all public and private sector employees, which it adjusts as necessary
to take into account changesin inflation and costs of living. The minimum wage has gradually increased over the
years. In setting and adjusting minimum wages, the Government has attempted to address losses of purchasing
power by the poorer segments of the Venezuelan labor force without creating an inflationary cycle.

The latest adjustment made to the monthly minimum wage occurred on February 23, 2010, in the form of a
presidential decree which set the minimum wage for all public and private sector employees at Bs.1,064.25, or
approximately U.S.$409.33, beginning March 1, 2010, representing a 10% increase over the previous minimum
wage, and beginning on September 1, 2010, the monthly minimum wage for al public and private sector employees
will increase an additional 15% to Bs.1,223.89, or approximately U.S.$470.73.

Labor Benefits under the 1999 Constitution

The 1999 Constitution provides certain rightsto all laborersin Venezuela. It includes rights with respect to the
maximum number of hours a person may be required to work, benefits in the event of loss of employment and non-
discrimination on the basis of, among other factors, race, sex, age or creed. The Government isin the process of
modifying the Organic Labor Law in accordance with the rights granted to laborers under the 1999 Constitution. In
2010, the National Assembly continued the debate concerning reforms to the Organic Labor Law, discussing the
elimination of penaltiesfor employers, outsourcing and unfair termination of employees, among other matters.
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Reformsto the Social Security Laws

The Organic Law of Socia Security took effect on December 30, 2002. This law sets forth substantial reformsto
the national social security system. The services covered by the social security system are divided among three
types of services: Health Services, Social Services and Housing Services. The responsibility of managing and
administrating these services will be shared among the National Health System, the National Housing Bank, the
National Geriatric and Gerontology Institute, the National Pension Ingtitute, the National Employment Institute, the
National Labor Health Institute and the Worker’s Training and Recreation I nstitute, which will each be in charge of
their respective social services.

Under the terms of the Organic Law of Social Security, both workers and employers will contribute to a collective
social security system managed by the Government. Under the social security system, workersin the informal
sector of the economy will be able voluntarily to join the social security system and make the contributions
necessary to enable them to receive a future retirement pension, with a subsidy by the Government of a certain
percentage of their contributions. Along with contributions from employees, employers and the Government, the
social security system will also be financed by several other sources, including income from investments made with
social security funds.

The law provides that the current Venezuelan Ingtitute of Social Security, along with the other governmental entities
and offices that are currently in charge of certain services covered by the social security law, will be replaced
gradually by entities that will form the social security system. A newly-created entity, the Superintendencia del
Sstema de Seguridad Social (Superintendency of the Social Security System) will be the office responsible for
regulating and supervising the social security system.

The law also creates a Social Security System treasury with its own assets, distinct and independent from the
National Treasury. Thistreasury’s main responsibilities will include collecting, investing and distributing social
security funds (which will be exempt from all taxes).

The terms of the law had required the President to develop an implementation plan for the social security system
within six months of the law’ s effective date. However, given its complexity, the implementation plan has not been
completed to date. Once such a plan has been completed, the system must then be implemented within five years of
the law’ s adoption. In addition, the President must inform the National Assembly semi-annually of any new
measures that have been adopted and any obstacles that have been encountered during the implementation process.
Additionally, the law provides that a Comision Técnica de Transicién (Technical Commission for the Transition)
must be created within 180 days after the law is adopted, which will be responsible for planning and managing the
transition from the existing social security system to the new system introduced by this law.

In accordance with the Organic Law of Social Security, in 2005, the National Assembly passed laws to guarantee
safe and healthy work environments, to regulate and protect social services for the elderly, to guarantee the right to
housing and to ensure unempl oyed workers receive loans and assistance in finding jobs.

On April 30, 2010, President Chavez issued Exceptional Decree No. 7401 which will be in force through December
31, 2010. Under the Decree, al women 55 and older and men 60 and older who are not working and who have
made contributions to the social security system, but not enough to enable them to receive aretirement pension
under the terms of the Organic Law of Social Security, may apply to receive aretirement pension. Eligible
individuals still must make the required payments, but they may do so in installments until May 1, 2012, and the
Government can assume the responsibility to make a certain number of the contributions.

Labor Unions

Venezuela has numerous labor unions. Unidn Nacional de Trabajadores de Venezuela, or UNT, and CTV are
among the largest labor unionsin Venezuela. From 2007 to 2009, there was an increase in the number of labor
unions, duein part to the nationalizations of the various sectors of the Venezuelan economy. In 2009, there were
6,000 registered labor unions as compared to 1,200 in 1998.

Unions engage in collective bargaining primarily involving the negotiation of contracts on an industry-wide basis.
Strikes and lockouts are permitted, but conciliation procedures must be observed prior to calling a strike or lockout.
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Poverty and Income Distribution; Education
Poverty and Income Distribution

The Government differentiates between extremely poor, poor and non-poor househol ds based on census survey
examinations with respect to qualitative factors such as access to electricity and potable water and the number of
persons per dwelling unit. INE defines “extremely poor” asindividuals who lack sufficient resources to obtain a
subsistence-level basket of foodstuffs and “poor” as individuals who have resources sufficient to obtain two times a
subsistence-level basket of foodstuffs.

The following table provides statistics comparing the number and percentage of extremely poor, poor and non-poor
households in Venezuela for the indicated years:

2005 2006 2007 2008 2009®
Total % Total % Total % Total % Total %
Households:
NON-POOT .......ocveveiirrne, 3,689,799 62.1% 4,268,125 69.4% 4,522,513 71.5% 4701432 743% 4792777 73,6%
Poor
Extremely Poor ............. 910,067 153 558,257 9.1 497,427 79 422528 6.7 473.728 7.3
Non-Extremely Poor ..... 1,341,236 22.6 1,326,399 21.6 1,307,201 20.7 1,203,588 190 1.246.589 19.1
Total ..o, 2,251,303 379 1,884,656 30.6 1,804,628 285 1,626,116 25.7 1,720,317 26.4
All Househalds................... 5,941,102 100.0% 6,152,781 100.0% 6,327,141 100.0% 6,625,056 100.0% 6.513.094 100%
Population:
NON-POOr .......cooeveeeciieen 14,279,212 56.3% 16,551,960 63.7% 17,704,193 66.4% 18,222,348 69.0% 18.670.820 68.3%
Poor
Extremely Poor ............. 4,522 457 17.8 2,878,008 111 2,559,833 9.6 2,130,631 81 2.443.373 89
Non-Extremely Poor ..... 6,567,832 259 6,555,637 252 6,412,957 24.0 6,037,195 229 6.204.882 227
Total ..o, 11,090,289 43.7 9,433,645 36.3 8,972,790 336 8,167,826 310 1.720.317 317
Total Population................. 25,369,501 100.0% 25,985,605 100.0% 26,676,983 100.0% 26,390,174 100.0% 27.319.075 100.0%

(2) Through June 30, 2009.

Source: INE.

The percentage of poor and extremely poor among the V enezuelan population decreased from 43.7% in 2005 to
31.7% at June 30, 2009. In addition to stimulating real growth in the economy and increasing job opportunities, the
Government aims to emphasi ze the primary education system to improve educational and technological skills
among the future V enezuelan workforce, decentralize health and education support systems and reform social
security and pension systems.
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The following table compares statistics for the distribution of income or consumption in Venezuela and other Latin
American countries:

Venezuda®  Brazil™®  Chile?  Colombia® Mexicd® — Peru®

Survey Y ear 2006 2007 2006 2006 2008 2007
Gini INAeX@ ..o 434 55.0 52.0 58.5 51.6 50.5
Lowest 10%... 17 11 16 0.8 12 13
Lowest 20%... 49 30 4.1 23 38 36
Second 20%... 9.6 6.9 7.7 6.0 81 7.8
Third 20%....... 14.8 11.8 122 110 124 13.0
Fourth 20%..... 221 19.6 193 191 19.2 20.8
Highest 20%...........coocomeinninieeciseie 48.6 58.7 56.8 61.6 56.4 54.8
Highest 109%.........c.coocmeinmireeeeciseei 32.7 43.0 417 45.9 41.3 384

1) Rankings are based on per capitaincome. Data refers to income shares by percentile of the population.

2 Gini index measures the extent to which the distribution of income among individual s within a country deviates from a perfectly equal

distribution. A value of O represents perfect equality and a value of 100 represents perfect inequality.

Source: World Bank 2010 World Development Indicators.

Education and Other Sustainable Development Factors

According to the Human Development Index, referred to as the HDI, a measure used by the United Nations
Development Program, or UNDP, Venezuelan social conditions rank 58th among the 182 countriesin the world in
the UNDP' s Human Development Report for 2009.

The HDI provides a composite measure of three dimensions of human development: living along and healthy life
(measured by life expectancy), being educated (measured by adult literacy and enrollment at the primary, secondary
and tertiary level) and having a decent standard of living (measured by purchasing power parity, or PPP, and
income). The HDI provides a broad prism for viewing human progress and the complex relationship between
income and well-being. According to the UNDP’'s Human Devel opment Report for 2009, the HDI for Venezuela
was 0.844 for the year ended December 31, 2007.

The following table summarizes the statistics for social factors related to the HDI in Venezuela and the other six
largest economiesin Latin America:

Income

Survival Education Share of Income

or Consumption Population in Poverty

People not Population U.S$2aday | Nationa
expected to survive | without access | Adultilliteracy Poorest Richest (PPP poverty
to age 40 to safe water rate 10% 10% usH® line
HDI Rank 2005-2010 2006 1999-2007 2006-07 2006-07 2000-07 2000-07
44 Chile 31% 5% 3.5% 1.6% 41.7% 2.4% 17.0%?
49 Argentina 4.4 4 24 12 373 11.3 n.a
53 Mexico 5.0 5 72 18 379 4.8 17.6
58 Venezuela 6.7 10 4.8 17 32.7 10.2 na
75 Brazil 82 9 10.0 11 430 12.7 215
77 Colombia 83 7 73 0.8 459 27.9 64.09
78 Peru 7.4 16 104 15 379 185 53.1
Data refers to the most recent year available.
Q) Personal Purchasing Power used to measure the poverty line.
2 Datarefers to period other than specified.
na: Not available.

Source: UNDP, Human Devel opment Report, 2009 (statistics for the largest seven economies of Latin America).
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While the extremely poor in Venezuela are severely challenged by alack of access to basic necessities, some
positive signs of sustainable development are present. The adult literacy rate was 95.2% in 2007. Venezuelais
ranked in the category of “medium human development” in terms of overall profile and HDI trends, South-North

gaps, child survival, health, food security, education imbalances, communications, social investment and natural
resource usage.
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PRINCIPAL SECTORSOF THE VENEZUELAN ECONOMY

Petroleum and Natural Gas
General

Venezuela, a member of OPEC, isthe world’s eleventh-largest oil producer and fourth-largest oil exporter. The
petroleum sector has been the cornerstone of the Venezuelan economy for the past 50 years. It represents the
principal source of revenues, foreign exchange earnings and stimulus for economic, industrial and socia change.
According to the BP Satistical Review of World Energy 2010, Venezuela has the second-largest proven oil reserves
in the world, the eighth-largest proven natural gas reservesin the world and the largest proven reserves of both oil
and natural gasin Latin America. 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 GDP. In 2009, petroleum activities accounted for
approximately 11.6% of GDP, compared to approximately 12.0% in 2008.

Recent Devel opments Concerning the Oil Industry

In February 2007, President Chavez issued alaw-decree under the authority conferred by the 2007 Enabling Law,
pursuant to which existing Orinoco Belt projects, namely Petrozuata, Sincor, Cerro Negro and Hamaca, were
required to be converted into Empresas Mixtas, or Mixed Companies, in which CVP or another PDV SA subsidiary
holds an equity interest of at least 60% in accordance with the Hydrocarbons Law. Pursuant to this |aw-decree,
operators of the Orinoco Belt project became Mixed Companies, with PDV SA the majority owner of the operations.
The Ministry of Energy and Oil isrequired to make a valuation of each new Mixed Company in order to determine
the fair participation of the PDV SA subsidiary 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, as well as Orifuels Snovensa, SA., must be
converted into Mixed Companies.

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
projectsto 78%. In the same month, Moody’ s downgraded its credit rating on the Cerro Negro project from B1 to
B3, and in June 2007, Moody’ s downgraded its credit ratings on the remaining three Venezuelan heavy oil projects
(Hamaca, Petrozuata and Sincor) from B1 to B2.

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. Asa
result, an ExxonMobil affiliate filed a request for arbitration with ICSID because of its having been unable to
successfully negotiate the terms of, or agree on the value of, the assetsin 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 ExxonMobil 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
in the world. On March 18, 2008, the High Court of Justice in London lifted the U.S.$12 billion 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 determined that it has jurisdiction only over disputes that occurred after February 2006.
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Petréleos de Venezuela, SA.

In order to manage the assets acquired by the nationalization of the domestic oil industry, the Government decided
to create PDV SA in 1975 by giving the Republic the sole ownership of the company. PDV SA’s charter documents
provide that the President of Venezuela designates the members of PDV SA’s board of directors by executive decree.

Since itsinception in 1975, PDV SA has been operating as a state-owned commercia entity vested with commercial
and financial autonomy. PDV SA isregulated by the Ministry of Popular Power for Energy and Petroleum, or
MENPET, and it is required by law to sell al foreign currency revenuesto Banco Central, with the exception of an
amount that it is permitted to maintain in aforeign currency in order to meet its foreign currency-denominated
investments and expenses. The balance of such proceeds, net of all applicable corporate income tax, dividends and
royalties, must be transferred to FONDEN to be used for social, educational, health care, liability management and
special and strategic purposes. For more information on FONDEN, refer to “Introduction—Recent Economic
Developments—The Current Economic Situation”.

PDV SA, the most important contributor to Venezuela' s GDP, exports and fiscal revenues, is responsible for
coordinating most aspects of the petroleum industry, including administration, planning, operations, domestic and
foreign marketing and capital investment. From 1978 through January 2006, PDV SA was responsible for the
petrochemical sector, but thisis now the responsibility of MENPET. Since 1985, PDV SA has a so been responsible
for the development of coal resources located in western Venezuela, although in 2004, substantial responsibilitiesin
this regard were transferred to Carbozulia, a fund for both regional development and for the development of
Venezueld s bitumen resources. Through its subsidiaries, PDV SA supervises, controls and develops the petroleum,
gas, and coal industriesin Venezuela.

MENPET oversees al activities with respect to hydrocarbons and determines overall policies concerning rates of
production, new investments and resource conservation. In addition, MENPET isthe chairman of PDVSA’s
General Shareholders' Assembly, which sets PDV SA’s general policy. Currently, the minister of MENPET isalso
serving as president of PDV SA.

PDV SA obtainsincome from its subsidiaries in the form of a mandatory 10% payment of their net revenues from
exports of crude ail, in which net revenue is calculated after deductions of related royalties and expenses but before
income taxes. PDV SA also receives the after-tax net profit of each subsidiary. The laws governing the petroleum
industry require such revenues to be used for the industry’s capital investment programs.

In March 2004, PDV SA modified its organization structure in order to (1) enhance internal control of its operations,
(2) improve its corporate governance, (3) align its operating structure with the long-term strategies of its shareholder
and (4) adhere to the Hydrocarbons Law with respect to the separation of different national oil industry activities. In
September 2008, the Government appointed a new board of directors for PDV SA, comprised of the President, two
Vice-Presidents, six internal directors and two external directors. At that time, PDV SA’s new board of directors
was sworn in and Rafael Ramirez was ratified as president of PDV SA.

PDV SA is structured into vertically-integrated geographic divisions to manage its upstream operations, including
exploration, production and upgrading. These divisions are referred to as the Eastern Division, the Southern
Division and the Western Division, the Orinoco Oil Belt Division and the Offshore Division.
PDV SA’s business strategy is to pursue the development of Venezuela s hydrocarbon resources with the support of
both national and foreign private capital, to maximize the value of oil and gas and to ensure its financial strength and
stability. PDVSA’s Oil Harvest plan (Plan Sembra Petrolera) was updated in 2009, focusing on the expectations of
global growth, characterized by the events resulting from the global financial crisis. The plan is fundamentally
based on the guidelines established by the shareholder:

e toassurethat the value of PDVSA’s hydrocarbon natural resources benefits Venezuela;

e to contribute to the geopolitical positioning of the country in the international arena; and

e tobeaninstrument for the development of the country.
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Pursuant to the strategic orientation, the 2010-2015 Oil Harvest plan principally contemplates the following
objectives:

o accelerate the development of the Orinoco Belt with a goal of producing 2.8 million bpd by 2030;
e develop offshore gas reservoirs to satisfy local demand and to export to strategic markets;

e seek territorial balance and advance socialist development; and

e  attain complete sovereignty over the oil and gas resources of the country.

According to the business plan, PDV SA’s main objectives include increasing its production capacity to 4,460
million bpd by 2015, increasing its refining capacity to 3,200 million bpd by 2015, increasing its crude oil export
volume to 3,900 million bpd by 2015 and increasing its natural gas production to 13,890 million cubic feet per day
by 2015. The business plan also calls for the development of the Orinoco-Apure region to become a significant
petrochemical provider for the Republic.

PDVSA and the Venezuelan Economy

PDV SA isthe largest corporationin Venezuela. Asof December 31, 2009, PDV SA’ s total assets were U.S.$149.6
billion, compared to U.S.$131.8 hillion at December 31, 2008, U.S.$107.7 billion at December 31, 2007, U.S.$80.5
billion at December 31, 2006 and U.S.$70.4 billion at December 31, 2005. At December 31, 2009, PDV SA’s long-
term debt and capital lease obligations (excluding its current portion) were U.S.$18.5 billion, compared to U.S.$13.4
billion at year-end 2008. PDV SA’stotal debt and capital lease obligations (including its current portion) as of
December 31, 2009 totaled U.S.$21.4 billion, compared to U.S.$15.1 billion at year-end 2008.

In June 2010, PDV SA drew down U.S.$1.5 billion on aterm loan facility with a syndicate of banksled by the China
Development Bank and Banco Espiritu Santo. The term loan bears an interest rate of LIBOR plus 4.5% and is
payablein April 2013.

PDV SA’s consolidated results are affected primarily by the volume of crude oil produced and variationsin the
general price levels of hydrocarbons. The level of crude oil production and the capital expenditures needed to
achieve such level of production have been among the principal factors determining PDV SA’s financial condition
and results of operations. The importance of these factorsis expected to continue during the foreseeable future.

Because PDV SA isthe single largest contributor to Venezuela' s GDP, exports and fiscal reserves, it hasa
significant influence on the Venezuelan economy. PDV SA is responsible for, among other things, making
substantial royalty and tax payments to the Government and supporting Venezuela's social devel opment.

Several of PDVSA'’s contractors and joint venture partners have recently complained publicly about delays by
PDV SA in making payments under existing contracts.

Hydrocarbons Law

On November 13, 2001, under the enabling law authorized by the National Assembly, President Chavez enacted the
Hydrocarbons Law, which came into effect in January 2002 and replaced the Hydrocarbons Law of 1943 and the
Nationalization Law of 1975. Among other matters, the new Hydrocarbons Law, as amended, provides that al oil
production and distribution activities are the domain of the Venezuelan state. Every activity relating to the
exploration and exploitation of hydrocarbons and their derivatives is reserved to the Government, which may
undertake such activities directly or through instrumentalities controlled by Venezuela through an equity
participation of more than 50%.

Under the Hydrocarbons Law of 2001, the Republic is responsible for performing industrial and commercial
activities reserved for the Government, such as the separation, purification and transformation of natural
hydrocarbons and byproducts. In certain instances, the Republic may perform the reserved activities through
companies owned exclusively by the Republic or through related companies in which the Government owns a high
percentage of shares, referred to as Empresas Mixtas.
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The Hydrocarbons Law of 2001 decreases the income tax rate for oil exploration and production activities from
67.7% to 50%, and to 34% for downstream activities. It increases the extraction royalty rate from 16.7% to 30%,
which royalties are deductible for purposes of calculating income tax.

The Hydrocarbons Law of 2001 also modified other taxes with respect to hydrocarbons. Under the surface areatax,
every square kilometer or fraction thereof which has been granted for exploration but which has not been used for
that purpose will be taxed 100 tributary units per year. Infiscal year 2005, each tributary unit was equivalent to
Bs.29.40. Thistax wasincreased by 2% every year through 2007 and then 5% annually thereafter. The
Hydrocarbons Law of 2001 provides for atax on developer consumption of 10% of the retail price on each cubic
meter of petroleum products produced and used by the devel oper to fuel its own operations. The law also imposes a
tax of 30% to 50% of theretail price on each liter of petroleum product sold in the Venezuelan domestic market.
Thistax onretail purchasesis levied annually by the National Assembly in the Budget Law and isto be paid
monthly to the National Treasury.

In May 2006, the Hydrocarbons Law was partially amended in order to, among other matters, create an extraction
tax imposed at afixed rate of one-third the value of all liquid hydrocarbons extracted from any well, calculated on
the same basis as the Hydrocarbons Law provides for calculating royalties, and an export registration tax of 1/1,000
the value of all hydrocarbons exported from any port in Venezuela, calculated on the sales price of such
hydrocarbons.

In February 2007, President Chavez issued alaw-decree pursuant to which existing Orinoco Belt projects, namely
Petrozuata, Sincor, Cerro Negro and Hamaca, were required to be converted into Empresas Mixtasin which CVP or
another PDV SA subsidiary holds an equity interest of at least 60% in accordance with the Hydrocarbons Law.
Pursuant to this law-decree, operators of the Orinoco Belt project became Mixed Companies, with PDV SA the
majority owner of the operations. For more information on these acquisitions and related proceedings, refer to “—
Recent Developments Concerning the Qil Industry”.

Sabilization Fund

PDV SA was originally required to make deposits to the Stabilization Fund equivalent to 50% of its revenues from
export sales in excess of U.S.$9.00 per barrel, net of taxes related to such sales. However, in October 2001, and
again in 2002, the Government introduced reforms to laws governing the Stabilization Fund and, among other
changes, suspended contributions for the last quarter of 2001 and the years 2002 and 2003. In November 2003, the
Stabilization Fund Law was amended again, requiring PDV SA to contribute to the fund 50% of the surplus (if any)
calculated as the difference between oil export revenue for each calendar year, calculated in U.S. dollars, and the
average of oil export revenue for the three preceding calendar years, net of taxes. Upon the effectiveness of the
October 2005 amendment to the Stabilization Fund, PDV SA was no longer required to make contributions to the
Stabilization Fund.

Deposits made to the Stabilization Fund may be used in the event of a decrease in the fiscal income provided by
petroleum, a decrease in the income provided by the oil and by-products exports as compared to the average of such
income collected during the last three calendar years, or in the event of a national state of emergency.

Since 2004, the Stabilization Fund law established that no new contributions would be made to the Stabilization
Fund. At December 31, 2009, the balance in the Stabilization Fund was approximately U.S.$830 million.

Taxes

Domestic salesin Venezuela are subject to a value-added tax the rate of which currently is 12% as of March 31,
2009. Asexporters, each of PDV SA’s Venezuelan operating subsidiariesis entitled to arefund for a significant
portion of such taxes paid. The Venezuelan government reimburses taxes through special tax recovery certificates,
or CERTs. PDVSA did not recover any CERTs during 2004, 2005 and 2007. In 2006, PDV SA recovered U.S.$6
billion in CERTS, and in 2008, PDV SA recovered U.S.$7 billion in CERTSs.

PDV SA and its Venezuelan subsidiaries are entitled to atax credit for new investments of up to 12% of the amount

invested. In the case of PDVSA Petréleo, SA., referred to as PDV SA Petrdleo, however, such credits may not
exceed 2% of its annual net taxable income and, in all cases, the carry-forward period cannot exceed three years.

76



In April 2005, the Government announced that the income tax rate applicable to 32 oil operating contracts would be
raised from 34% to 50% and the operating agreements would be converted into joint ventures with PDVSA. The
contracts date from 1992-1997, and the increase does not apply to extra-heavy crude ventures. The Hydrocarbons
Law also increased royalties and requires PDV SA to have at |east a 51% participation in hew upstream oil projects.

In May 2006, the National Assembly increased the royalty tax rate on Orinoco Belt companies from 16.67% to
33.3% with the goal of raising U.S.$1.3 billion per year in tax revenues. In August 2006, the National Assembly
passed an amendment to the Income Tax Law that increased the income tax rate applicable to the heavy oil Orinoco
Belt ventures from 34% to 50%.

On April 15, 2008, the National Assembly enacted the “Law Creating a Special Contribution Deriving from
Extraordinary Crude Pricesin the International Markets’ (Ley de Contribucion Especial Sobre Precios
Extraordinarios del Mercado Internacional de Hidrocarburos). Pursuant to thislaw, in any month in which the
average Brent oil price for such month exceeds U.S.$70 per barrel, oil and derivatives exporters (including PDV SA)
must pay atax on their exports calculated by multiplying the number of barrels they export in such month by 50% of
the excess of the average Brent price per barrel for such month over U.S.$70. In any month in which the average
Brent price is greater than U.S.$100, the tax is assessed at the foregoing rate for the first U.S.$30 of the excess over
U.S.$70, and at 60% of the excess of the average Brent price over U.S.$100. The contributions received from this
tax are paid monthly to FONDEN to carry out social production, development and infrastructure projects.

Social Fund

Article 5 of the Hydrocarbons Law mandates that al revenues generated by the Venezuelan Government from oil
activities shall be used to promote health programs, macroeconomic stabilization funds and investments. In this
respect, PDV SA has made significant contributions to social programs, promoting and participating in Venezueld' s
social and economic development. 1n 2004 and 2005, PDV SA participated in and contributed significantly to the
funding of low-income housing, educational programs, agricultural development, healthcare, job creation,
subsidized food distribution and other social programs. For example, in January 2004, PDV SA approved the
creation of afiduciary fund referred to as Fondo para €l Desarrollo Econémico y Social del Pais, or FONDESPA,
which is designed to disburse amounts of money for programs related to work projects, goods and services,
development of infrastructure and roads, agricultural activity, health and education. Additionally, CVP, abranch of
PDV SA that isin charge of business relations between PDV SA and private petroleum business, has amended its
charter in order to focus on social welfare activities. For the years 2005 through 2009, PDV SA spent approximately
U.S.$6.9 billion, U.S.$13.8 billion, U.S.$14.1 billion, U.S.$14.7 billion and U.S.$3.5 hillion, respectively, in support
of socia projects developed by the Government.

Results of Operations
Results of Operations for 2009

On March 31, 2010, PDV SA’s Board of Directors approved the official, audited consolidated financial statements
for the year ended December 31, 2009. Pursuant to those financial statements, for the year ended December 31,
2009, PDV SA’ s revenues were approximately U.S.$75 billion and PDV SA’ s expenses were approximately U.S.$67
billion.

PDV SA’s net cash provided by operating activities in 2009 totaled approximately U.S.$7.9 billion, primarily
reflecting U.S.$4.4 billion of net income, U.S.$5.8 billion of depreciation and depletion, U.S.$96 million of asset
impairment and U.S.$2.8 hillion in provisions for employee termination, pension and other post-retirement benefits,
less equity in earnings of non-consolidated investees of U.S.$140 million, less U.S.$2.5 hillion of deferred income
taxes and less changes in working capital of U.S.$6.0 million. PDV SA’s social development expendituresin 2009
totaled U.S.$3.5 billion.

For the year ended December 31, 2009, consolidated net cash provided by financing activities totaled approximately
U.S.$9.9 hillion, resulting primarily from payments of dividendsin the amount of U.S.$2.5 hillion, debt repayments
of U.S.$1.4 hillion, U.S.$11.8 hillion for the issuance of debt, and U.S.$2.0 billion from funds received from
stockholders, and net cash used in PDV SA’ s investment activities totaled U.S.$15.3 billion. PDV SA’s net income
was approximately U.S.$4.4 billion for the year ended December 31, 2009 as compared to approximately U.S.$9.5
billion for the year ended December 31, 2008.
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In 2009, the average crude oil and products export price was U.S.$57.01 per barrel.

PDV SA’s capital expendituresin Venezuela for exploration and production totaled approximately U.S.$4.4 hillion
in 2009, and its capital expendituresin Venezuela for refining and marketing totaled U.S.$2.7 billion. Capital
expendituresin Venezuela for natural gas projects totaled U.S.$1.6 billion in 2009, while capital expenditures for
PDV SA joint ventures totaled U.S.$650 million. Capital expenditures for the Orinoco Belt totaled U.S.$1.0 billion
in 2009, and offshore capital expenditures totaled U.S.$963 million during the same year.

PDV SA’s production of crude oil and liquid petroleum gas averaged 3.2 million bpd in 2009. At December 31,
2009, Venezuela had estimated proven crude oil reserves totaling approximately 211.2 hillion barrels and had
proven reserves of natural gas amounting to 178.9 billion cubic feet, or bcf.

Results of Operations for 2008

On June 6, 2009, PDV SA released its official audited financial statements for its 2008 fiscal year. Pursuant to those
financial statements, for the year ended December 31, 2008, PDV SA’ s revenues were U.S.$126.4 billion and
PDV SA’s expenses were approximately U.S.$112.9 hillion.

PDV SA’s net cash provided by operating activities in 2008 totaled approximately U.S.$16.5 billion, primarily
reflecting U.S.$9.4 billion of net income, U.S.$5.2 billion of depreciation and depletion, U.S.$400 million of asset
impairment and U.S.$3.8 hillion in provisions for employee termination, pension and other post-retirement benefits,
less equity in earnings of non-consolidated investees of U.S.$200 million, less U.S.$3.1 hillion of deferred income
taxes and less changes in working capital of U.S.$0.5 billion. PDVSA’s socia development expendituresin 2008
totaled U.S.$14.7 billion.

For the year ended December 31, 2008, consolidated net cash provided by financing activities totaled approximately
U.S.$500 million, resulting primarily from payments of dividends in the amount of U.S.$2.0 billion, debt
repayments of U.S.$5.4 billion, U.S.$3.9 billion for the issuance of debt, and U.S.$5.0 billion from funds received
from stockholders, and net cash used in PDV SA’s investment activities totaled U.S.$15.8 billion. PDVSA’s net
income was approximately U.S.$9.4 billion for the year ended December 31, 2008 compared to approximately
U.S.$6.2 hillion for the year ended December 31, 2007.

In 2008, the average crude oil and products export price was U.S.$86.49 per barrel.

PDV SA’s capital expendituresin Venezuela for exploration and production totaled approximately U.S.$6.9 billion
in 2008, and its capital expendituresin Venezuelafor refining and marketing totaled U.S.$1.8 billion. Capital
expendituresin Venezuela for natural gas projects totaled U.S.$2.2 billion in 2008, while capital expenditures for
PDV SA joint ventures totaled U.S.$900 million. Capital expenditures for the Orinoco Belt totaled U.S.1.3 hillionin
2008, and offshore capital expenditures totaled U.S.$400 million during the same year.

PDV SA’s production of crude oil and liquid petroleum gas averaged 3.4 million bpd in 2008. At December 31,
2008, Venezuela had estimated proven crude oil reserves totaling approximately 172.3 billion barrels and had
proven reserves of natural gas amounting to 176,015 bcf.

Results of Operations for 2007

For the year ended December 31, 2007, PDV SA’s revenues were U.S.$96.2 billion and PDV SA’s expenses were
approximately U.S.$72.3 billion.

PDV SA’s net cash provided by operating activitiesin 2007 totaled approximately U.S.$4.2 billion, primarily
reflecting U.S.$6.3 billion of net income, U.S.$4.0 billion of depreciation and depletion, U.S.$10 million of asset
impairment and U.S.$2.8 hillion in provisions for employee termination, pension and other post-retirement benefits,
less equity in earnings of non-consolidated investees of U.S.$733 million, less U.S.$1.6 hillion of deferred income
taxes and less changes in working capital of U.S.$5.9 billion. PDVSA’s socia development expendituresin 2007
totaled U.S.$14.1 billion.
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For the year ended December 31, 2007, consolidated net cash provided by financing activities totaled approximately
U.S.$10.1 billion and net cash used in PDV SA’s investment activities totaled U.S.$13.2 billion. PDVSA’s net
income was approximately U.S.$6.2 billion for the year ended December 31, 2007.

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

PDV SA’s capital expendituresin Venezuela for exploration and production totaled approximately U.S.$8.0 billion
in 2007, and its capital expendituresin Venezuelafor refining and marketing totaled U.S.$1.6 billion. Capital
expendituresin Venezuela for natural gas projects totaled U.S.$3.1 billion in 2007, while capital expendituresin
Venezuelafor petrochemicals and others totaled U.S.$313 million.

PDV SA’s production of crude oil and liquid petroleum gas averaged 2.9 million bpd in 2007. At December 31,
2007, Venezuela had estimated proven crude oil reserves totaling approximately 99.4 hillion barrels and had proven
reserves of natural gas amounting to 170,920 bcf.

Results of Operations for 2006

For the year ended December 31, 2006, PDV SA’s revenues were U.S.$99.3 hillion and PDV SA’s expenses were
approximately U.S.$78.6 billion.

PDV SA’s net cash provided by operating activities in 2006 totaled approximately U.S.$4.0 billion, primarily
reflecting U.S.$5.5 billion of net income, U.S.$3.6 billion of depreciation and depletion, U.S.$969 million in
provisions for employee termination, pension and other post-retirement benefits, less equity in earnings of non-
consolidated investees of U.S.$1.1 billion, less U.S.$93 million of asset impairment, less U.S.$724 million of
deferred income taxes and less changes in working capital of U.S.$4.1 billion. PDVSA’s socia development
expenditures in 2006 totaled U.S.$13.8 billion.

For the year ended December 31, 2006, consolidated net cash used in financing activities totaled approximately
U.S.$1.8 hillion and net cash used in PDV SA’sinvestment activities totaled U.S.$1.7 billion.

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

PDV SA’s capital expendituresin Venezuela for exploration and production totaled approximately U.S.$4.2 hillion
in 2006, and its capital expendituresin Venezuela for refining and marketing totaled U.S.$385 million. Capital
expenditures in Venezuela for natural gas projects totaled U.S.$1.2 billion in 2006, while capital expendituresin
Venezuelafor petrochemicals and otherstotaled U.S.$77 million.

PDV SA’s production of crude oil and liquid petroleum gas averaged 2.9 million bpd in 2006. At December 31,
2006, Venezuela had estimated proven crude oil reserves totaling approximately 87.3 billion barrels and had proven
reserves of natural gas amounting to 166,249 bcf.

Results of Operations for 2005
PDV SA’s revenues were U.S.$85.7 billion and PDV SA’ s expenses were approximately U.S.$66.5 billion for the
year ended December 31, 2005.

PDV SA’s net cash provided by operating activities in 2005 totaled approximately U.S.$5.6 billion, primarily
reflecting U.S.$6.5 billion of net income, U.S.$3.2 billion of depreciation and depletion, U.S.$20 million of asset
impairment, U.S.$976 million in provisions for employee termination, pension and other post-retirement benefits,
less equity in earnings of non-consolidated investees of U.S.$1.1 hillion, less U.S.$878 million of deferred income
taxes and changes in working capital of U.S.$4.1 billion.

For the year ended December 31, 2005, consolidated net cash used in financing activities totaled approximately
U.S.$1.6 hillion and net cash used in PDV SA’ sinvestment activities totaled U.S.$3.9 billion.

In 2005, the average crude oil and products export price was U.S.$45.32 per barrel.
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PDV SA’s capital expendituresin Venezuela for exploration and production totaled approximately U.S.$2.1 billion
in 2005, and its capital expendituresin Venezuela for refining and marketing totaled U.S.$282 million. Capital
expenditures in Venezuela for natural gas projects totaled U.S.$735 million in 2005, while capital expendituresin
Venezuelafor petrochemicals and others totaled U.S.$60 million.

PDV SA’s production of crude oil averaged 2.9 million bpd in 2005. At December 31, 2005, Venezuela had
estimated proven crude oil reserves totaling approximately 80.0 billion barrels and had proven reserves of natural
gas amounting to 152,264 bcf.

Petroleum Production and Export Revenues of Crude Oil and Refined Products

In 2009, PDV SA’s production of crude oil and liquid petroleum gas averaged 3.2 million bpd. PDV SA’s production
of crude oil and liquid petroleum gas averaged 3.4 million bpd in 2008, a 9.7% increase from the 3.1 million bpd
produced in 2007. PDV SA'’s production of crude oil and liquid petroleum gas averaged 3.1 million bpd in 2006 and
3.1 million bpd produced in 2005. During 2008, PDV SA formed joint ventures with foreign partnersin order to
start operations in mature fields, offshore fields and in the Orinoco Belt.

PDV SA’s net output of refined petroleum products, including the output of products by refineriesin which its
affiliates in the United States and Europe own equity interests, averaged 2.7 million bpd in both 2008 and 2009. Of
the total production of PDV SA’s refineries during 2009, 48%, or 1.3 million bpd, was produced by its Venezuelan
refineries (including the Isla Refinery in Curagao), 41%, or 1.1 million bpd, was produced by refineriesin the
United Statesin which PDV SA owns equity interests, 10%, or 274 thousand bpd, was produced by refineriesin
Europe in which PDV SA owns equity interests, and 1%, of 39 thousand bpd, was produced by refineriesin the
Caribbean (excluding the Isla Refinery in Curacao) in which PDV SA owns equity interests.

Exports represented a significant portion of PDV SA’s sales volume in 2009. The volume of PDV SA’s exports
decreased by 7% in 2009, from approximately 2.9 million bpd in 2008 to approximately 2.7 million bpd in 2009 due
primarily to production cutbacks. The average realized export price per barrel for Venezuelan crude oil and refined
petroleum products decreased by approximately 34% in 2009, from U.S.$86.49 per barrel in 2008 to U.S.$57.01 per
barrel in 2009.

PDV SA’s primary markets for exports of its crude ail, refined petroleum products and liquid petroleum gas are the
United States and Canada, Central America and the Caribbean, South America, Europe and Asia. The United States
and Canada continue to be the largest markets for PDV SA’s export sales, with total sales volume of approximately
1.4 million bpd in 2009, as compared to approximately 1.5 million bpd in 2008. Latin America and the Caribbean
continue to be important markets for PDV SA’s export sales (primarily of refined petroleum products), with total
sales of 634 million bpd in 2009, as compared to 687 million bpd in 2008. Asiaalso proved to be an important
market for PDV SA’s export sales with total sales of 445 thousand bpd in 2009, as compared to 465 thousand bpd in
2008.

Trade Agreements

In December 2004, Venezuela and China signed atotal of eight energy, agricultural and technical cooperation
agreements. During President Chavez’ svisit to China, the Ministry of Energy and Petroleum, now referred to as
MENPET, and the Chinese National Petroleum Corporation, or CNPC, also agreed to develop an ail field in eastern
Venezuela. In 2006, Venezuela and China signed additional oil agreements, and by September 2006, Venezuela
was shipping approximately 300,000 barrels of crude oil and products per day to China.

In June 2005, PDV SA approved the creation of PDV Caribe, SA., referred to as PDV Caribe. Located in Caracas,
PDV Caribe attends to the operational guidelines set forth in the Petrocaribe Energy Cooperation Agreement, signed
between the Venezuela and several Caribbean countries. PDV Caribe focuses on operations in the Caribbean,
including the exploration and production of crude oil, the import and export of hydrocarbons and derivative
products, the refining of hydrocarbons and the production of petroleum products.

On February 18, 2009, Venezuela and the China entered into 12 cooperation agreements in the areas of oil,

agriculture and telecommunications, and increased the bilateral fund Fondo de Inversion China - Venezuela, in
which PDV SA participates as a crude oil supplier by selling up to 230,000 bpd to the CNPC.
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In September 2009, PDV SA and the National Oil Consortium, ajoint venture comprised of five Russian companies,
signed agreements aimed at establishing a Mixed Company to develop heavy crude oil in the Orinoco Oil Belt. The
project is expected to produce an estimated 400,000 bpd to 500,000 bpd of extra heavy crude oil. The investment for
this project is estimated to be approximately U.S.$20.0 billion, and the National Oil Consortium will own a40%
stake in the Mixed Company and PDV SA will own the remaining 60%. The Mixed Company will have a duration
of 25 years.

Also in September 2009, President Chavez announced that China had agreed to invest approximately U.S.$16.0
billion in ajoint venture oil project in the Orinoco Oil Belt during the next three years. The daily output of this
project is estimated to be as much as 450,000 bpd of extra heavy crude oil.

The governments of Venezuela and the Republic of Belarus signed a set of cooperation agreements in the areas of
petroleum, infrastructure, energy and industrial sectors, among others. Among these agreements, PDV SA will
supply approximately 30 million barrels of crude oil to state oil companiesin Belarus between 2010 and 2011. The
supply agreement includes a sale price equal to market value and payment terms of 35 days for a significant portion
of each shipment.

During December 2009, the governments of Venezuela and the Islamic Republic of Iran signed a contract to supply
35,000 metric tons of gasoline. The supply agreement includes a sales price equivalent to market value and payment
terms of 35 days. Payments received from this contract must be deposited in atrust created by Iran and Venezuela
and will be used to make payments to companies located in Iran for the import of goods and services from that
country.

On May 13, 2010, President Chavez signed contracts with oil companies from India, Japan, Spain and the United
Statesin order to establish two joint-venture companies, Petrolndependencia and Petrocarabobo, which will exploit
the oil fields along the Eastern Orinoco region. These companies will, in turn, invest U.S.$40.0 billion in
Venezuela. Each joint venture is expected to begin producing 50,000 bpd by the end of 2010 and 400,000 bpd by
2016, with two refineries to be built to improve the quality of Venezuela' s heavy crude and an ail pipeline to be
built in the Araya Peninsula of Venezuela.

Indebtedness

On February 23, 2007, PDV SA entered into two credit facilities with the Japan Bank for International Cooperation,
Marubeni Corporation, Mitsui & Co., Ltd and private banks in Japan in the aggregate amount of U.S.$3.5 billion to
finance oil development projectsin Venezuela. The credit facilities have aterm of 15 years. In connection with the
credit facilities, it is contemplated that PDV SA will enter into contracts for the supply of crude oil and refined
petroleum products with affiliates of Marubeni and Mitsui and that the proceeds of such sales will be applied to pay
amounts due under the credit facilities.

In April 2007, PDV SA issued U.S.$7.5 billion in aggregate principa amount of various bonds to local buyers that
included U.S.$3.0 billion of PDV SA’s 5.25% bonds due 2017, U.S.$3.0 hillion of PDV SA’s 5.375% bonds due
2027 and U.S.$1.5 hillion of PDV SA’s 5.5% bonds due 2037. PDV SA plans to use the proceeds from the bonds for
general corporate purposes including financing its capital expenditures.

On July 9, 2009, PDV SA issued U.S.$3.0 billion aggregate principal amount of its zero-coupon bonds due 2011,
referred to as Petrobonos 2011.

On October 28, 2009, PDV SA issued approximately U.S.$3.3 billion in aggregate principal amount of various bonds
to local buyersthat included U.S.$1.4 billion of PDV SA’s 4.90% bonds due 2014, referred to as Petrobono 2014,
U.S.$1.4 billion of PDV SA’s 5.00% bonds due 2015, referred to as Petrobono 2015, and U.S.$434.8 million of

PDV SA’s 5.125% bonds due 2016, referred to as Petrobono 2016.

Hydrocarbon Reserves and Exploration

At December 31, 2009, proven developed reserves of crude oil and natural gas represented approximately 7% and
21%, respectively, of Venezuela stotal estimated proven crude oil and natural gas reserves on an oil equivalent
basis. PDV SA maintains an active exploration and development program designed to increase its proven crude oil
reserves and production capacity. PDVSA currently conducts its exploration and devel opment activitiesin the
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Western Zulia Basin, the Central Southern Barinas—Apure Basin and the Eastern Basin in the Monagas and
Anzoédtegui states.

As of December 31, 2009, Venezuela had estimated proven crude oil reserves totaling approximately 211.2 billion
barrels (including an estimated 172.4 billion barrels of heavy and extra-heavy crude oil in the Orinoco Belt). Based
on 2009 production levels, Venezuela's estimated proven reserves of crude oil have aremaining life of
approximately 192 years. The estimated proven reservesinclude heavy and extra-heavy crude oil reserves that will
require significant future development costs to produce and refine.

PDV SA continuoudly conducts exploratory activity throughout Venezuela. 1n 2009, PDV SA’s exploration expenses
totaled U.S.$247 million, as compared to U.S.$375 million in 2008. The decrease in exploration expenses was
primarily due to higher transfers of dry wells to exploration expenses during 2008.

At December 31, 2009, Venezuela had proven reserves of natural gas amounting to 178.9 bef. Virtually all of
Venezuela s natural gas reserves are composed of associated gas incidental to the development of crude oil reserves.
During 2009, approximately 42% of the natural gas produced was re-injected for purposes of maintaining pressure
inreservoirs. During 2009 and 2008, natural gas utilized in re-injection operations amounted to 1,022 bcf and 1,125
bcf, respectively.

PDV SA uses geological and engineering data to estimate its proven crude oil and natural gas reserves, including
proven developed and undeveloped reserves. Such datais capable of demonstrating with reasonable certainty
whether such reserves are recoverable in future years from known reservoirs under existing economic and operating
conditions. PDV SA expects to recover proven developed crude oil and natural gas reserves principally from new
wells and acreage that has not been drilled using its currently available equipment and operating methods.

PDV SA’s estimates of reserves are not precise and subject to revision. PDV SA reviews its crude oil and natural gas
reserves annually to take into account, among other things, production levels, field reviews, the addition of new
reserves from discoveries, year-end prices and economic and other factors. Proven reserve estimates may be
materially different from the quantities of crude oil and natural gas that are ultimately recovered.

In 2009, one of the largest natural gas reservoirsin the Gulf of Venezuelawas discovered. Referred to as Perla-1X,
the natural gasreservoir is part of the Rafael Urdaneta project and is estimated to require four to five years for full
development. According to reports from PDV SA, the field could contain between seven to eight trillion cubic feet
of natural gas.
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The following table shows proven crude oil and natural gas reserves and proven developed crude oil and natural gas
reserves, all located in Venezuela. Proven reserve quantities exclude natural gas liquids.

Asof December 31, 2009
(million barrels, except where noted)

Proven Reserves?

Condensate, light and medium crude il (API gravity of 21° or more) 23,056
Heavy and extra heavy crude oil (API gravity of less than 21°)® 188,117
Total crude oil 211,173
Natura gas (bcf)® 178,877
Remaining reserve life of crude oil (years)® 192
Proven Developed Reserves
Condensate, light and medium crude il (API gravity of 21° or more) 5,483
Heavy and extra heavy crude cil (API gravity of less than 21°)®@ 9,571
Total crudeail 15,054
Percentage of proven crude oil reserves® 7%
Natura gas (bcf) 36,682

(1) Proven reservesinclude both proven devel oped reserves and proven undevel oped reserves.
(2) Includes reserves in the Orinoco Belt.

(3) Includes 27,762 bcf associated with extra-heavy crude oil reserves.

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

(5) Proven developed crude oil reserves divided by total proven crude oil reserves.

Source: PDVSA.

Refining

The PDV SA’s downstream strategy is oriented towards expansion and improvement of refining operationsin
Venezuela, the Caribbean, Central America, South America, and maintenance of its refineriesin the United States
and Europe, which allow for increased manufacturing of refined products of high commercia value. PDV SA has
been investing in its domestic and international refining chain in order to increase the capacity and complexity, as
well to adapt its facilities to meet fuel quality improvements worldwide. For example, PDV SA has increased the
deep conversion capacity of its refineries in Venezuela, which has improved the performance of high-value products
and therefore strengthened its portfolio of export products.

PDV SA owns six refineriesin Venezuela: Amuay, Bajo Grande, Carddn, El Palito, Puerto La Cruz and San Roques,
with atotal rated crude oil refining capacity of 1.3 million bpd. It also |eases and operates arefinery in Curacao,
with arefining capacity of 335 thousand bpd at December 31, 2009, and it has an equity interest in two Caribbean
refineries located in Jamaica and Cuba. PDV SA has equity or ownership interestsin five refineriesin the United
States, three of which are wholly-owned, and it has an equity interest in a coker/vacuum crude distillation unit.
These refineries in the United States provide PDV SA with an aggregate net interest in crude oil refining capacity of
1.1 million bpd at December 31, 2009. PDV SA has equity interestsin eight refineriesin Western Europe with a
total rated crude ail refining capacity at December 31, 2009 of 1.1 million bpd, of which its net interest in crude oil
refining capacity was 259 thousand bpd. PDV SA’s net interest in refining capacity was of 3.0 million bpd at
December 31, 2009.

Petrochemicals and Extra Heavy Crude Oil
Petrochemicals

PDV SA was engaged in the V enezuelan petrochemical industry through its wholly-owned subsidiary, Pequiven. In
June 2005, the Government decided to transfer the activities, assets and shares held by PDV SA in Pequiven to
MENPET. The completion of the transfer occurred in January 2006 after the enactment of the Petrochemical Act.
Pequiven was established in 1977 to increase the capacity and flexibility of existing plants, both for local and
international markets, and to identify new products or commercia opportunities, mainly in methanol, plastics and
fertilizers. The net effect of the January 2006 spin-off of Pequiven was approximately U.S.$2.8 hillion, based on the
net assets of that subsidiary at December 31, 2005.
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Extra Heavy Crude Qil

Through 2005, a PDV SA wholly-owned subsidiary named Bitimenes Orinoco, S.A., or Bitor, was responsible for
developing reserves, principally through a process of emulsifying natural extra heavy crude oil in water to create an
alternative liquid fuel to generate electricity, named Orimulsion®. However, in the first quarter of 2006, Bitor
decided to apply most of its extra-heavy crude oil reserves towards the production of commercial crude oil,
suspending the production of Orimulsion®.

Venezuela has significant reserves of extra-heavy crude oil, which were being developed in conjunction with the
production of Orimulsion® by Bitor, through operating agreements applying new technologies for refining and
improvement of the crude oil aimed at the economic viability of production. PDV SA developed Venezueld' s
significant extra-heavy crude oil reserves with several foreign companies through joint ventures.

In the fourth quarter of 2006, MENPET announced that it would halt Orimulsion® production, indicating that
Orimulsion® was not the best use for Venezuela's extra-heavy crude. In 2007, Bitor initiated discussions with its
existing clients to renegotiate its obligations for the supply Orimulsion®. As part of these negotiations, some of
Bitor’s existing clients have agreed to receive fuel oil instead of Orimulsion®, while other clients have agreed to
terminate their supply agreements.

Regional Developments

Venezuela has sought to promote a regional integration of state energy companies under the name Petroamerica.
Petroamericais divided into Petrosur, comprising the southern cone and Bolivia, and PetroCaribe comprising the
Caribbean nations. The stated purpose of the regional arrangement is to gain strength in the international markets by
eliminating trade barriers, increasing the refining infrastructure and reducing costs.

Under Petrosur, Argentina, Brazil and Venezuela agreed to develop afield in Venezuela' s Orinoco ail belt, a
refinery in Brazil’s northeast, and an oil and gas venture in Argentina. Under the PetroCaribe agreement, member
countries would pay market price for Venezuelan oil, but they would only be required to pay a portion of the cost up
front and could finance the rest over 25 years at 1% interest. Governments could also pay for part of the cost with
goods or services. In 2005, PDV SA created PDVSA-Cuba in order to promote refining and marketing businessesin
theregion. During 2006, PDV SA supplied crude oil and refined products, under specia terms, to the Caribbean and
Central America by means of the PetroCaribe Energy Cooperation Agreement and Caracas Energy Cooperation
Agreement.

Theregional oil and gas energy venture Petroandina Comercio y Suministro, or Petroandina, was created by
Venezuela and Boliviaon May 26, 2006. The cooperation agreement signed by PDV SA and the state-owned oil
company of Bolivia, Yacimientos Petroliferos Fiscales Bolivianos, or Y PFB, contemplates that the parties will
develop projects concerning exploration, production, refining, distribution, processing and the industrialization of
hydrocarbons. Petroandina also was established to improve the training of Bolivian professionals and technicians,
and to construct two gas processing plantsin Bolivia. The parties anticipate that Petroandina will receive an
investment of approximately U.S.$1.5 billion from PDV SA for various projectsin Bolivia and will be controlled
51% by Y PFB and 49% by PDV SA.

OPEC

Venezuelais afounding member of OPEC. OPEC’s members collectively produce approximately 41.9% of total
world production of crude oil and 18.1% of the world production of natural gas. In addition, OPEC members
account for approximately 44.0% of the worldwide oil exports. Member countries formed OPEC in 1960 to
improve oil prices, attain greater state participation by member countries in the petroleum industry and influence
production levels.

OPEC has established general production quotas for each member. However, OPEC has never brought formal
actions based on such quotas, and the quotas do not distinguish clearly between crude ail, refined products and
derivatives, or between exports and domestic utilization. Venezuela' s plan to increase petroleum production and
exports assumes that the growth in international demand for petroleum products can only be met by a small number
of countries, which include Venezuela, that have adequate reserves.
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In January 2005, OPEC declared that it was temporarily abandoning its stated target price range of U.S.$22.00 to
U.S.$28.00 per barrel because prices had remained outside the range for an extended period of time, rendering it
unrealistic. During 2005, the OPEC crude basket price increased by U.S.$14.58 per barrel, or 40.4%, from
U.S.$36.06 per barrel in 2004 to U.S.$50.64 per barrel in 2005. The price of oil in 2006 continued to rise,
increasing by U.S.$10.44 per barrel, or 20.6%, from U.S.$50.64 per barrel in 2005 to U.S.$61.08 per barrel in 2006.
In 2007, the price of the OPEC crude oil basket continued to increase to U.S.$69.08 per barrel.

In the beginning of 2008, the price of oil increased dramatically, averaging U.S.$88.35 per barrel in January 2008
and peaking at U.S.$131.22 per barrel in July 2008. However, beginning in July 2008, the price of ail started to
experience an even sharper decline. In August 2008, the OPEC crude basket price decreased by U.S.$18.81, or
16.7%, to U.S.$112.41, and in September 2008, the price of oil decreased by an additional U.S.$15.56, or 16.1%, to
U.S.$96.85. The OPEC basket price continued to decrease significantly, falling U.S.$27.69, or 40.0%, to
U.S.$69.16 in October 2008, and an additional U.S.$19.40, or 39.0%, to U.S.$49.76 in November 2008. In
December 2008, the price of il decreased to U.S.$38.60 per barrel. Despite the decreasing oil pricesin the second
half of 2008, the OPEC crude basket price for 2008 was U.S.$94.45 per barrel, marking an increase of U.S.$25.37
per barrel as compared to 2007.

Beginning in 2009, the OPEC crude basket price began to rise. In January 2009, the OPEC crude basket price was
U.S.$41.54 per barrel, and the price of oil peaked for the year in November 2009, when it averaged U.S.$76.29 per
barrel. Even though the price of oil steadily increased throughout most of the year, the OPEC crude basket price for
2009 was U.S.$61.06 per barrel, or U.S.$33.39 less per barrel compared to 2008. In thefirst half of 2010, the price
of oil has remained fairly stable, averaging U.S.$76.01 per barrel in January 2010 and U.S.$72.95 per barrel in June
2010.

Acting through its members, OPEC has adopted and modified an overall production ceiling for its members and
quotas for individual membersin an effort to maintain stability in the petroleum markets and target per barrel price
ranges. Generally, in periodsin which oil prices and global economic activity have risen, OPEC has authorized an
increase in production ceilings and quotas, and in periods in which oil prices and global economic activity have
falen, OPEC and its members have sought to lower production in order to support a higher price for their products.
In light of the international financial and economic crisisthat commenced in the fourth quarter of 2008 and the rapid
fall in petroleum prices after the record prices prevailing earlier that year, at a meeting held in December 2008,
OPEC cut its production ceiling by 4.2 million bpd to approximately 24.8 million bpd, effective January 1, 2009.
This production ceiling has remained unchanged, as member countries noted in the March 2010 meeting that thereis
adeclinein world oil demand coupled with an increase in non-OPEC supplies.

Manufacturing and Mining
Manufacturing Sector

After the petroleum and natural gas sector, the second most important sector of the Venezuelan economy is
manufacturing. The manufacturing sector can be divided into two sub-sectors, production for the domestic market
in connection with the Government’ s plan to encourage domestic industry and import substitution, and production
for export.

In 2005, the manufacturing sector grew by 11.1% in real terms and comprised 16.8% of GDP. The growth in the
manufacturing sector was primarily due to an expansion in the domestic aggregate demand as a result of higher
levels of public expenditure. 1n 2006, the manufacturing sector grew by 8.3% in real terms and comprised 16.6% of
GDP. The growth in the manufacturing sector in 2006 was primarily due to the expansion in the domestic aggregate
demand for the third consecutive year. 1n 2007, the manufacturing sector grew by 7.4% in real terms and comprised
16.4% of GDP. In 2008, the manufacturing sector grew by 1.4% in real terms and comprised 15.9% of GDP. The
slower growth in the manufacturing sector compared to 2007 was primarily due to a decrease in the production of
many goods, including metals, chemicals, vehicles and textiles. 1n 2009, the manufacturing sector contracted by
6.4% in real terms and comprised 15.4% of GDP. The contraction in the manufacturing sector in 2009 was
primarily due to lower aggregate demand, temporarily restricted access to foreign exchange for imports of goods and
services and lower levels of investment.

The Government’s general policy with respect to the manufacturing sector emphasizes:
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e increasing efficiency and productivity;
e  attracting foreign and domestic private investment;
e providing technologica and financial assistance to small and medium-sized manufacturers; and

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

The Government believes that these policies will effectively serve to increase the manufacturing sector’s
contribution to GDP.

Mining Sector

In 2005, the mining sector grew by 3.0% in real terms and comprised 0.7% of GDP. In 2006, the mining sector
grew by 7.2% in real terms and comprised 0.7% of GDP. The growth in the mining sector in 2006 was primarily
due to the increase in the production of coal. In 2007, the mining sector grew by 1.5% in real terms and comprised
0.7% of GDP. In 2008, the mining sector contracted by 4.2% in real terms and comprised 0.6% of GDP. The
contraction in the mining sector in 2008 was primarily due to a significant and widespread contraction in demand for
minerals and metals, including an unprecedented decline in global demand for aluminum, iron and steel. 1n 2009,
the mining sector contracted by 11.2% in real terms and comprised 0.5% of GDP. The contraction in the mining
sector in 2009 was primarily due to the effect of the global economic crisis on the metals market.

On May 26, 2006, Venezuela and Bolivia created Minera del Sur, or Minersur, a Latin American integration project
designed to complement the countries’ mining capabilities and techniques. The goal of Minersur isto strengthen
national sovereignty of mining resources and to promote sustainable mineral industrialization and joint international
investments.

In June 2006, the National Assembly approved areform of Venezuela s Mining Law in order to promote the
sovereignty and national interest of the country in its mining resources by eliminating concessions for inactive mines
and by creating a new legal framework to benefit Venezuela' s small-scale mining interests. Under the reform,
private companies with idle, unproductive mines are required to form joint ventures with Venezuelain which
Venezuelais granted a mgjority interest.

On June 16, 2009, pursuant to Articles Two and Four of Resolution No. 09-06-03, published in Official Gazette No.
39,201, entities in which the Venezuelan Government has 50% or more of ownership interest, either directly or
indirectly, and that have been authorized to commercialize their gold production, are required to sell a minimum of
50% of their gold production domestically. Of that amount, 25% must be sold to Banco Central and the remaining
25% to the general domestic market. The remaining 50% may be sold in the international markets, subject to prior
authorization from Banco Central. |f agold producer covered by this Resolution decides not to sell internationally
the 50% of its exportable production, or if the producer fails to obtain the necessary authorizations from Banco
Central, then such otherwise exportable 50% of the production would have to be sold to Banco Central.

Corporacién Venezolana de Guayana

After PDV SA, the second-largest industrial complex in the country is made up of branches and subsidiary
companies of CVG. CVG, an entity organized by the Government as an “autonomous institution”, or instituto
auténomo, in 1960, is a non-operating holding entity that, through its vertically-integrated operating subsidiaries,
congtitutes Venezuela' s largest diversified mining and mineral processing business based on estimated market share
and production volume. With operations throughout the Guayana region, which occupies more than 550,000 square
kilometersin southern Venezuela, CVG is Venezueld' s, and one of Latin America’s, largest producers of aluminum
(including its principal constituent elements, bauxite and alumina) and steel and iron products. CVG'’s business also
includes an increasing emphasis on significant mining and production of gold. CVG isalso engaged in the growing
and harvesting of timber and production of lumber. CVG comprises 15 operating subsidiaries and approximately
18,000 employees.
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CVG'smissionisto sustainably exploit the abundant reserves of bauxite, iron, gold and other precious metals, and
forestry resourcesin, and to promote the overall development of, the Guayanaregion. All land in the Guayana
region is owned by Venezuela. However, under the Law Decree for the Partial Reform of the Organic Law of the
Development of Guayana of 2001, political coordination of all activities relating to the exploration and exploitation
of minerals and other natural resources in the Guayanaregion isvested in CVG. Assuch, CVG is authorized to
undertake those activities directly or through agreements with public or private foreign or domestic entities.

The Government has undertaken a number of internal reorganizations to improve the operating performance of
CVG, to stimulate the internal market and reduce the costs imposed on the consolidated public sector accounts by
CVG’'slosses. For example, MPPIBAM (previoudly referred to as MIBAM), was created by presidential decree on
January 21, 2005 for the purpose of promoting, developing and implementing public policiesin the mining, forestry
and basic industries sectorsin Venezuela

In July 2006, the Ministry of Council to the President established the Devel opment Zone of the Guayana, with the
purpose of strengthening the balanced development of the country. This areais approximately 554,101 square
kilometers, or approximately 61% of the country. The Guayana region holds great reserves of iron ore, bauxite,
gold, diamonds and limestone, among other minerals, in addition to great forestry reserves. Moreover, theregion
possesses approximately 80% of the natural water resources of the country, which provides energy production of
approximately 63,500 million kilowatt-hours per year.

In January 2007, CV G began the construction of the Social Production Company National Iron and Steel, or EPS
SderUrgica Nacional, with an initial investment of approximately U.S.$2.1 billion. EPS Siderargica Nacional is
expected to produce 1.55 million tons of liquid steel per year. In July 2007, CV G began the construction of the
Social Production Company Services of Lamination of Aluminum, C.A., or Servicios de Laminacion y Fundicion de
Aluminio, referred to as EPS Serlaca, which has the capacity to laminate 114,000 tons of aluminum per year. The
Republic invested U.S.$210.0 million into EPS Serlacain order to process and increase the value of the primary
aluminum produced by CVG Aluminio del Caroni SA., or CVG Alcasa, and CVG Industria Venezolana de Aluminio
C.A,, or CVG Venalum.

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 CVG since July 12, 2008. For more information on the transfer of the shares and
operations of SIDOR to the Venezuelan Government, refer to “Bolivarian Republic of Venezuela—Domestic
Initiatives—Nationalization of Private Companies’. On July 26, 2010, Banco Central assisted in the structuring of a
Bs.2.0 billion loan with various public banksto CVG in order to help SIDOR pay obligations owed to workers and
contractors.

In June 2010, construction began for the Socia Production Company Pulp and Paper C.A., or Pulpaca, a pulp and
paper plant that is expected to produce approximately 250,000 tons of paper per year. In addition, construction of
the Tocoma Hydroel ectric Power Plant, or Complejo Hidroel éctrico Represa de Tocoma Manuel Piar, the fifth
hydroel ectric power plant in the Development Zone of the Guayana region continues to advance. Thisplantis
expected to have an installed capacity of 2,250 megawatts, or MW. The first stage of this project is expected to be
ready by 2012, and the entire project is expected to be completed by 2014.

CVG has various investment projects currently under way or set to begin. These projects encompass CVG's
activitiesin hydroelectric power generation and transmission, ferroalloy, aluminum and forest products
manufacturing.

CVG anticipates a significant reduction in aluminum production in 2010 due to the closure of certain production
linesat CVG Alcasa and electricity conservation efforts at CV G Venalum, due to the National Energy Savings Plan
implemented by the Government. The closure of two production lines at CVG Alcasais expected to reduce the
company’ s output by approximately 40,000 metric tons per year, and CV G Venaum is expected to reduce its
electricity consumption by approximately 38%, which are collectively expected to decrease output by 182,316
metric tons, or 42%.

87



The following tables set out the production and exports of CVG's auminum, iron and gold companies for the
periods indicated:

Year Ended December 31,

Production 2005 2006 2007 2008®  2009"
(in thousands of metric tons, except as noted)

ITON oo 22,054 22,100 20,650 20,020 13,802

BaUXITE. ... 5,183 5,928 5,323 4,192 3,611

1,927 1,892 1,751 1,591 1,376

623 619 615 607 569

Gold (inkilograms) ........c.ccccvevvervennen. 3,756 3,947 4,030 4,244 4,263

(0] Preliminary figures.
Source: MPPIBAM (Ministerio del Poder Popular paralas Industrias Basicasy Mineria).

Year Ended December 31,

Exports 2005 2006 20079 2008% 20097
(in millions of U.S. dallars)
IronOre............... $281.6 $283.1 $382.9 $659.7 3924
Bauxite............... 1.6 53 3.1 0.0 0.0
Alumina............... 162.3 227.3 381.1 137.7 2435
Aluminum............ 778.9 1,034.7 1,062.7 987.3 347.3
Total.......ccevvennns $1,2244  $1,500.4 $1,829.9 $1,784.8 $983.2

Q) Preliminary figures.
Source: MPPIBAM (Ministerio del Poder Popular para las Industrias Basicas y Mineria).

Agriculture and Livestock

Venezueld s principal agricultural and livestock products are coffee, cocoa, sugar cane, rice, corn, plantains, pork,
eggs and milk.

In 2005, the agricultural sector grew by 9.8% as compared to 2004 and comprised 5.2% of GDP. In order to
stimulate growth in the agricultural sector, the Government provides financing to small producers through the Fondo
de Desarrollo Agropecuario, Pesquero, Forestal y Afines and to medium-sized producers through the Fondo de
Crédito Industrial. In January 2006, the Government established that commercial banks must provide between 11%
and 16% of their net credit portfolio to finance agricultural projects. 1n 2006, the agricultural sector grew by 1.0%
as compared to 2005 and comprised 4.8% of GDP. In 2007, the agricultural sector grew by 1.8% as compared to
2006 and comprised 4.5% of GDP. The growth in the agricultural sector in 2007 was primarily due to the
Government providing favorable financing and subsidies to stimulate and incentivize agricultural activities. The
growth in the agricultural sector in 2007 was primarily due to the Government providing favorable financing to
stimulate and incentivize agricultural activities.

In 2008, the agricultural sector grew by 3.1% as compared to 2007 and comprised 4.4% of GDP. The growth in the
agricultural sector in 2008 was primarily due to increased production of cereal, poultry and pork. During 2009, the
agricultural sector grew by 1.2% as compared to 2008 and comprised 4.6% of GDP. The growth in the agricultural
sector in 2009 was primarily due to an increase in Government loans and credits provided to farmers and other
agricultural producers which were used to meet increased production and operational demands.
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The following tables set out the exports and imports of the agricultural sector for the periods indicated:

Year Ended December 31,

Exports 2005 2006 2007 2008 2009
(in thousands of metric tons)

Coffee 0 0 2.08 4.60 0.01

Cocoa 5.86 031 878 11.04 279

Sugar cane 4.88 249 001 0.01 0

Rice 12.18 1862 18.11 0 0.36

Corn 0.62 0 0.03 0 0.02

Source: INE.

Year Ended December 31,

Imports 2005 2006 2007 2008 2009
(in thousands of metric tons)

Coffee 0.19 0.27 0.19 0.28 0.16

Cocoa 0 0 0 0 0.03

Sugar cane 127.68 11056 347.81 302.35 315,51

Rice 0.38 0.78 0.52 80.66 55.08

Corn 147.30 4114 54575 114586 1,23391

Source: Banco Central and INE.

Lands and Agricultural Development Law-Decree

On November 13, 2001, a new law-decree was issued targeting land reform. This new Lands and Agricultura
Development Law-Decree replaced the Law of Agrarian Reform promulgated in 1960. Thislaw-decreeisintended
to reallocate arable lands in Venezuela according to a plan determined by the Government. Under thislaw, a
Government agency, the National Lands Institute, or INTI, classifies rural land according to its best use, such as
agriculture, cattle-raising or forestry. In addition, certain unused, uncultivated or idle rural lands will also be subject
to tax or expropriation and redistribution. In most cases, this redistribution of land would not be an outright grant to
the recipient, but rather the right to work the land in a productive manner. Two additional agencies, the Rural
Development Institute and the Venezuelan Agrarian Corporation, will oversee the implementation and operation of
the land reform system.

In July 2002, President Chéavez passed alaw-decree that relates to land reform in Venezuelain order to justify the
Government’s plan to reallocate arable lands according to their most productive use. Under the law-decree, the
Government may expropriate idle or uncultivated lands that do not comply with a minimum requirement of
productivity upon the payment of due compensation to owners.

Asof November 19, 2009, INTI, following current legal procedures, had recovered on a national level over 7
million hectares of land that was either owned by the state, declared unproductive or illegally occupied, that has
been distributed to poor farmers through agricultural cooperatives and other socio-productive entitiesin order to
enhance the participation in alternative forms of agricultural production and to expand the production of important
agricultural items.

On August 14, 2009, the National Assembly approved a new Urban Land Law in order to combat a housing deficit
in Venezuela. This new law states that any unused urban land should be redistributed and regulates the use of such
land. Thelaw further states that owners of urban land should sell their land to the state if the land is occupied by
buildings that are in a state of ruin, have construction failures, are deteriorated, were constructed over 60 years ago,
or have been declared uninhabitable. The law excludes land that local authorities have approved as being used for
recreational, educational and welfare purposes, and requires that all state and municipal censuses be used in order to
determine where there is available space to satisfy the population’s housing needs. The law also establishes a
national institution whose principal objectiveisto coordinate any unused land acquired by the Republic.
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Electric Sector

The Government views the electric power sector as a key stimulant of growth in the productive sectors of the
economy. State-owned companies have historically dominated the electric power sector in Venezuela.

M odernization of the electric power sector has been difficult because of inefficiency in the installed base of plant
and equipment and the lack of investment funds. The Government believes the electric power sector will require an
estimated U.S.$13.4 hillion in investment over the period of 2005-2015.

The electric power sector in Venezuelais made up of state-owned companies. It serves approximately 25 million
customers. At December 31, 2009, five companies held practically all of the assets of Venezuela' s electric power
sector. These five companies were Electrificacion del Caroni, C.A., referred to as EDEL CA; Compariia de
Administracién y Fomento Eléctrico, referred to as CADAFE; Energia Eléctrica de Venezuela, referred to as
ENELVEN; C.A. Energia Eléctrica de Barquisimeto, referred to as ENELBAR; and EDC.

In June 2000, The AES Corporation, a U.S. independent power company, acquired a majority interest in EDC. At
December 31, 2006, EDC and three other smaller electric companies were the only privately-held electric companies
in Venezuela. Pursuant to a plan announced in January 2007 to nationalize various areas of the economy, in
February 2007, PDV SA agreed to purchase the AES Corporation’s 82% interest in EDC pursuant to a tender offer.
In May 2007, the AES Corporation tendered its 82% interest to PDV SA and received approximately U.S.$739
million. The Government, through PDV SA, currently controls an approximately 93% interest in EDC.

In July 2007, a new state-owned electrical holding company called Corporacion Eléctrica Nacional SA., or
CORPOELEC, was created pursuant to Presidential Decree No. 5,330 to centralize electric power in Venezuela.
CORPOELEC is an autonomous entity created to promote the development of competition in the areas of
generation and commercialization of electricity and to establish norms for electricity salesto the public and tariff
rates that electric utility companies may charge the public. The decree mandatesthat all 14 regional electric
companies, including CADAFE, ENELVEN, ENELBAR and Energia Eléctrica de la Costa Oriental, referred to as
ENELCO, must be brought together under CORPOEL EC by July 2010. On July 22, 2010, the National Assembly
approved the Organic Law for the Reorganization of the Electric Power Sector, which was a partial reform of
Presidential Decree No. 5,330 that extended the deadline for all electric companies to be brought together under
CORPORELEC until December 31, 2011.

On October 28, 2009, the Ministry of Popular Power for Electrical Energy, or MPPEE, was created pursuant to
Presidential Decree No. 6,991 to restructure and develop the electricity sector in order to guarantee efficient electric
service to the people of Venezuela. MPPEE isresponsible for formulating and devel oping policies concerning the
planning, pricing and administration of the electric sector, as well as controlling the overall usage of electricity. All
companies and entities related to the electric sector will be affiliated with MPPEE.

Among other initiatives, MPPEE developed and introduced the Organic Law for the Electric System and Service to
the National Assembly to establish specific regulations for the electric sector and the roles of the different entities
involved. The proposed law states that all Venezuelans have aright to electricity access but requires citizens to
make rational and efficient use of their electricity to preserve the national electric system. The law provides that
assistance will be given to low income individuals, as well as to the productive sectors of the economy, in order to
stimulate their development. 1n addition, the proposed law establishes that the Government controls all activitiesin
the electric sector and gives priority use of electricity to activities determined to be environmentally sustainable.
The proposal is expected to become law by the end of 2010.

Electrical power in Venezuelais generated both by hydroelectric plants and thermal plants, with two-thirds being
generated by hydroelectric plants. This dependence on hydroelectric power for the generation of a significant
percentage of Venezuela' s energy makes the country vulnerable to periods of severe drought. The electric sector
has been designed such that thermal plants would begin producing electricity when the hydroel ectric plants were not
producing enough electricity to meet demand. Because of the recent growing demand for electricity, Venezuela has
been required to utilize thermal power for primary generation. However, prior reliance on hydroel ectric sources for
electricity generation has had the consequence of diverting investment from thermal generation, resulting in an
installed base of thermal capacity that is not adequate to cover demand during periods of drought.
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The Government is attempting to address this structural problem through medium-term investment. Specifically,
plans have been put into place to ration electric power, improve the capacity and efficiency of existing electric
power plants, invest in new hydroelectric and thermal generation plants, purchase additional electrical power, curtail
theillegal use of electric power and reduce current demand.

Economic growth in Venezuela will require the expansion of the electric power sector. In order to meet anticipated
demand growth, the Government contemplates emphasizing further development of hydroelectric power and the use
of natural gas asaraw material for electric power generation.

Demand for electric power in Venezuelaincreased by 4.6% in 2009 as compared to 2008, from 117,720 Gigawatt
Hours, or GWh, to 123,075 GWh. During 2009, CORPOEL EC reached a maximum production capacity of 23,673
MW, a2.2% increase from 2008. EDEL CA generates all of Venezuela s hydroelectric power at its three
hydroelectric plantsin the Caroni river basin in the Guayana Region. EDELCA’s Guri plant has an installed
capacity of 10,000 MW, the Macagual, Il and |11 plants have an installed capacity of 3,140 MW, and the Caruachi
plant has an installed capacity of 2,160 MW. In 2009, EDC was Venezuela's largest thermal power provider,
generating 32.2% of the Republic’sthermal power. In 2009, CADAFE produced 30.7%, ENELVEN generated
23.1%, ENELBAR generated 2.5% and ENEL CO generated 1.0% of the country’ s thermal electricity.

Due to a drought that began in October 2009 and its effect on the country’ s hydroel ectric-based energy grid, in
February 2010, the Government announced that the country was facing an energy emergency. The drought severely
depleted water reserves at the Guri hydroelectric dam, Venezuela's most important hydroel ectric energy plant,
which, at the time, produced approximately two-thirds of the country’ s electricity.

Through M PPEE the Government took preemptive measures in the fall of 2009 to decrease reliance upon
hydroelectric energy and to increase thermoel ectric capacity within the power grid. On February 8, 2010, pursuant
to Presidential Decree No. 2,228, President Chavez announced rolling blackouts and a mandatory energy cut in
order to ease pressure on the Guri dam. Some businesses were only permitted to operate for certain hours, while
othersinstituted a four-day workweek in order to meet the conservation requirement.

Although energy conservation at factories and businesses led to a decrease in production in several major industries,
the oil industry, which utilizes a different power grid than the rest of the country, remained relatively unaffected by
the crisis. By the time the energy crisis was over in June 2010, the Government had pledged to increase capacity by
34,055 MW by 2015, with 92% of such increase coming from new hydro and thermal projects and the remaining 8%
from updating the existing electricity grid.

The Telecommunications Sector

CONATEL isthe governmental agency that regulates and surveys competition in the telecommunications market.
One of CONATEL’s main goalsisto broaden the general public’s accessto telecommunications services. To
achieve thisgoal, CONATEL created a universal service fund dedicated to the provision of service to areas without
access to telecommunications services. The universal service fund reached approximately U.S.$113.5 million at the
end of 2009. The first universal service project was launched in 2005 and featured several telecom operators
competing for a new infrastructure project worth approximately U.S.$8 million. By the end of 2009, approxi mately
U.S.$317.5 million of the universal service fund was assigned to new infrastructure projects and to support social
policies.

CONATEL isworking to modify the regulatory framework in the telecommunications market by establishing
policies that promote competition in different services, including broadband services and new proposals for
emerging technologies.

The telecommunications sector grew by approximately 9.8% during 2009, as compared to 2008. The maobile
telecommunications market has experienced substantial growth since its origin in 1989, and both the Internet and
subscribed television markets have experienced accel erated growth in recent periods.

The Government’s long-term plan includes, among other objectives, the development of new telecommunications
infrastructure, services and content, the promotion of competition within the industry and the consolidation of
Internet access.
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In January 2007, the Ministry of Popular Power for Telecommunications and Computer Science was created. The
Ministry isresponsible for regulating and planning public policies for the promotion and development of the
telecommuni cations sector.

In January 2007, President Chavez announced a plan to nationalize CANTV, and by May 2007, the Government
controlled 86.2% of the company, in part by purchasing Verizon Communications Inc.’s 28.5% stake for
approximately U.S.$572 million. With the nationalization of CANTYV, the Government plans to offer affordable
cellular phone and fixed-line rates to people in poor communities and plans to expand service to underserved aress.
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THE FINANCIAL SYSTEM

Banco Central

Banco Central, which is wholly owned by the Republic, is Venezuela' s central bank and its currency-issuing bank.
The 1999 Constitution granted Banco Central, for the first time in its history, constitutional authority as an
independent legal entity with autonomy to exercise its delineated powers. The main purpose of Banco Central isto
control inflation and maintain the stability of the Bolivar. Under the 1999 Constitution, Banco Central is prohibited
from underwriting, cosigning or guaranteeing any debt of the Republic. In addition, Banco Central isrequired to
provide the National Assembly an account of its actions, goals and results achieved as well as certain periodic
reports to the National Assembly which describe the current status of the macroeconomic variables of the economy.
The National Assembly must approve Banco Central’s budget.

On October 3, 2001, anew Central Bank Law became effective which superseded the previous Central Bank Law
dated as of December 4, 1992. A purpose of the new Central Bank Law of 2001 isto coordinate the regulations and
activities of Banco Central with the provisions of the Constitution and thus to promote economic development in a
more cohesive manner.

In July 2005, the National Assembly approved an amendment to the Central Bank Law. The reform allows PDVSA
to maintain its oil and gas export proceeds in offshore accounts in amounts sufficient to cover its foreign currency-
denominated investments and expenses. The balance of such proceeds, net of applicable corporate income tax,
dividends and royalties, must be contributed by PDVSA to FONDEN. Amounts deposited in FONDEN may only
be used for social, educational, health care, liability management and special and strategic purposes. Under the
amended law, Banco Central is required to determine the optimum level of international reserves and to distribute
the excess to FONDEN and inform the National Assembly on an annual basis. The reform also required Banco
Central to make a one-time specia contribution to FONDEN of U.S.$6.0 billion from Venezuela s foreign currency
reserves, which was completed on November 7, 2005.

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 a guarantee in connection with lending operations.
Under the Central Bank Law, Banco Central’s statutory functions include, among others:

o formulating and executing monetary policy;

e participating in the design of exchange rate policy;

e executing exchange rate policy;

e regulating credit and interest ratesin the financial system;

e regulating Venezuelan currency and promoting adequate liquidity of the financial system;

e centralizing and administering the Republic’ sinternational monetary reserves,

e estimating the adequate level of the Republic’sinternational monetary reserves;

e participating and regulating operationsin the foreign exchange market;

e overseeing the performance of the Republic’s payments system and establishing its operating
regulations;
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e participating, regulating and executing operations in the gold market;
e collecting, producing and publishing the Republic’s main economic statistics;

e overseeing the Republic’ srights and obligations in the IMF in accordance with relevant
agreements and laws;

e promoting solidarity, civic participation and social responsibility for the purpose of contributing to
the socio-economic development of the population; and

e issuing, on an exclusive basis, Venezuelan currency.

FONDEN

In July 2005, the National Assembly approved an amendment to the new Central Bank Law. The reform requires
PDV SA to make contributions to FONDEN with its excess dollar cash flow after al its external and interna
obligations have been satisfied, including capital, operational and tax-related disbursements. Amounts deposited in
FONDEN may only be used for social, educational, health care, liability management and special and strategic
purposes. Under the amended law, Banco Central isrequired to determine the optimum level of international
reserves and to distribute the excess to FONDEN and inform the National Assembly on an annual basis. The reform
also required Banco Central to make a one-time special contribution to FONDEN of U.S.$6.0 billion from
Venezueld sforeign currency reserves. This deposit was completed on November 7, 2005, and since that date
through December 31, 2007, approximately U.S.$17.0 hillion have been added by Banco Central and approximately
U.S.$15.1 hillion have been contributed by PDVSA. 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.

Amounts deposited in FONDEN are being used for mgjor infrastructure projects such as bridges, highways, intra-
city trolleys, subway lines, railroads, electricity generation, rura irrigation systems, hospitals, educational facilities,
as well asfor the purchase of Brady bonds as part of aliability management program put in place in 2006.

As of December 31, 2009, FONDEN had allocated approximately U.S.$47.9 hillion, or approximately 92.2% of the
funds available, to the various projects financed by FONDEN, including, among others. approximately U.S.$2.3
billion allocated to 23 mining projects; approximately U.S.$9.9 billion allocated to 53 energy and petroleum
projects; approximately U.S.$10.8 hillion allocated to 28 housing projects; approximately U.S.$2.3 billion allocated
to 42 agriculture projects; approximately U.S.$670 million allocated to 19 science and technology projects; and
approximately U.S.$830 million allocated to 22 environmental projects. FONDEN keeps its resources in financial
trusts (local and foreign currency investments) at Banco del Tesoro, where funds are being disbursed in accordance
with projected execution levels.

Monetary Policy

Historically, Banco Central has conducted an active monetary policy that has supported the Government’s economic
adjustment plans. Banco Central utilized open-market operations with respect to its own instruments issued initially
through the Caracas Stock Exchange and later by means of an auction mechanism. The placement of zero coupon
bonds and Titul os de Establizacion Monetaria, or TEMs, progressively replaced Banco Central’s money desk as a
primary mechanism of monetary regulation and became an efficient means of moderating the increase of monetary
aggregates. However, the Government’ s increased use of Bolivar-denominated debt instruments somewhat served
to reduce Banco Central’ s open-market operations during 2000. Banco Central’s use of rediscount and loan
mechanisms decreased as aresult. However, economic circumstances during the second half of 2001, 2002 and the
beginning of 2003 prompted an increase in the level of Banco Central’s open-market transactions. Between 2004
and 2009 Banco Central continued to conduct open-market operations; since 2007, however, the level of these
operations has decreased in favor of a more active use of official reserve requirements by Banco Central.
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The table below sets forth the changes in monetary aggregates for the periodsindicated:

M2 Monetary Base
In millions In millions
In billions of Dec. 2007 In billions of of Dec. 2007
of nominal Constant nominal Constant
Bolivares Bolivares Bolivares Bolivares
70,796.9 101,403.3 23,086.5 33,067.6
119,892.1 146,816.3 44,795.4 54,855.1
153,224.6 153,224.6 64,177.0 64,177.0
194,274.7 147,289.4 83,786.7 63,522.9
200 235,401.5 140,622.1 98,902.6 59,081.6

Source: Banco Central.

The national work stoppage that began in December 2002 exacerbated the devaluation of the Bolivar against the
U.S. dollar. Thisgeneral work stoppage decreased Venezuelan oil exports and tax revenues, and the political
instability surrounding the situation created a strong demand for U.S. dollars. Thisresulted in afurther devaluation
of the Bolivar as compared to the U.S. dollar, which declined to alow of Bs.1,853 = U.S.$1.00 on January 22, 2003.

This significant devaluation of the Bolivar prompted President Chavez to suspend foreign exchange transactionsin
order to protect the level of Venezuelan international reserves until the Government could present an alternative
exchange control mechanism. Foreign exchange transactions were suspended for approximately two weeks. A new
exchange control regime became effective on February 5, 2003, which included a single foreign exchange rate
(Bs.1,596 = U.S.$1.00 (purchase) and Bs.1,600 = U.S.$1.00 (sal€)). On February 5, 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 also set
at Bs.1,920.00 = U.S.$1.00. On March 2, 2005, the Ministry of Finance and Banco Central set 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. Effective
January 1, 2008, the currency of Venezuela was redenominated. Accordingly, from that date 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. For more information, refer to “ The Venezuelan Economy—
Exchange Control Regime”.
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The following table sets out Venezueld' sinterest rates, by quarter, for the periods indicated:

Interest Rates
Banco
Short-Term 90-Day Central Basic
(Commercial CDs Discount Inflation
Year and Quarter Banks) Deposit Rate® Rate Rate®
(in % per annum)
2005
First Quarter ........ccoeeeenee 17.22 12.50 28.50 13.99
Second Quarter ... .. 16.48 11.86 2850 19.18
Third Quarter................... 16.64 11.02 28.50 14.06
Fourth Quarter................. 15.93 11.20 2850 10.36
2006
First Quarter .... 15.57 10.61 28.50 543
Second Quarter ... . 14.90 10.22 2850 17.66
Third Quarter............c...... 15.30 10.15 28.50 29.29
Fourth Quarter................. 15.77 10.10 2850 16.71
2007
First Quarter ........ccocuenee 1591 10.10 2850 10.96
Second Quarter ... 16.18 1011 28.50 2151
Third Quarter.. . 17.04 10.99 2850 12.17
Fourth Quarter ................. 19.52 11.66 28.50 48.77
2008
First Quarter ........cccocuennee 23.15 13.03 28.50 37.06
Second Quarter ... 2349 17.13 3250 3348
Third Quarter.. . 23.36 17.47 33.50 2593
Fourth Quarter................. 2297 17.42 3350 31.38
2009
First Quarter ........ccoevenee 22.90 17.67 3350 2333
Second Quarter................ 20.59 16.50 29.50 29.22
Third Quarter................... 1954 14.83 29.50 31.38
Fourth Quarter ................. 19.84 15.68 29.50 2349
(0] Corresponds to the average of promissory notes, loans and discounts. Loans include interest rates for mortgage credits.
) Interest rates are calculated using averages during the relevant period. The interest rate average is calculated based on the data of the
six largest commercial banks of the Venezuelan financial system.
3 Based on the CPI (base 2007) calculated by annualizing forward cumulative quarterly inflation rates.

Source:  Banco Central.
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The following table sets out total outstanding loans and long-term investments by quarter by public and private
financial ingtitutions for the periods indicated:

Total Credit
of the
Commercial Mortgage Financial Per centage
Year and Quarter Bank Credit Bank Credit Other® System® Change®
(in thousands of Bolivares)
2005
First Quarter........cccccoeeeeeeee 23,190,763 4,886 537,628 23,733,277 82.37
Second Quarter. 27,899,352 5,252 670,798 28,575,402 80.97
Third Quarter ... . 31,045,394 5,318 816,960 31,867,672 76.16
Fourth Quarter ..........c.cc....... 38,716,721 5,090 1,193,013 39,914,824 71.00
2006
First Quarter.........coocvvveennee 39,262,164 6,217 1,200,647 40,469,028 70.52
Second Quarter ..........ccceuene 46,723,577 7,146 1,345,705 48,076,428 68.24
Third Quarter . 55,078,927 7,700 1,485,918 56,572,545 77.52
Fourth Quarter ..............c...... 64,867,297 42,713 1,851,079 66,761,089 67.26
2007
First Quarter........cccccoeeeueeee 72,705,813 52,357 1,947,480 74,705,650 84.60
Second Quarter . . 84,288,279 23,003 2,281,699 86,592,981 80.12
Third Quarter.........cccceueueene 95,768,067 27,711 2,606,949 98,402,727 73.94
Fourth Quarter ..........c.cc....... 112,529,563 29,721 3,126,162 115,685,446 73.28
2008
First Quarter.........coocvvveuenee 114,558,218 28,099 3,082,522 117,668,839 57.51
Second Quarter . 125,622,621 28,421 3,562,522 129,213,564 49.22
Third Quarter ........ . 130,110,921 24,874 3,379,611 133,515,406 35.68
Fourth Quarter .............c...... 141,271,936 26,405 3,618,308 144,916,649 25.27
2009
First Quarter........cccccoeeeeeeee 141,282,705 25,494 5,766,374 147,074,573 24.99
Second Quarter . 145,433,674 25,697 7,334,253 152,793,624 18.25
Third Quarter ........ . 154,571,068 23,870 5,867,669 160,462,607 20.18
Fourth Quarter 162,301,301 25,112 4,036,027 166,362,440 14.80
Q) Includes finance companies and savings and loan institutions.
2 Excludes Banco Central.
3 From the corresponding quarter of the previous year.

Source:  Banco Central.

Treasury Bank

In August 2005, the National Assembly passed a law creating a treasury bank, referred to as Banco del Tesoro.
Banco del Tesoro’s mission isto serve the financial needs of its clients and to help initiate any strategic economic
plans of the Republic. In accordance with the law, Banco del Tesoro acts as the Government’s chief financing arm,
handling the Central Government’ s banking needs and managing debt payments and debt issues of the Government.
Banco del Tesoro also acts as depositary for Government funds currently held by private banks, which currently
account for approximately 26% of deposits held by private banks. For initial capital, the National Assembly
approved atransfer of Bs.30.6 million, or approximately U.S.$14.2 million, to Banco del Tesoro, and later approved
an additional transfer of Bs.30.0 million.

Pursuant to an agreement signed in October 2007 between V enezuela and China, Banco del Tesoro currently
manages approximately U.S.$6.0 billion, composed of a U.S.$4.0 billion deposit by Chinaand a U.S.$2.0 billion
deposit by Venezuela. These resources will be used to finance devel opment and infrastructure projectsin
Venezuela. Additionally, Banco del Tesoro manages approximately U.S.$6.6 billion of FONDEN resources
obtained from excess Venezuelan reserves, as well as the funds in the Stabilization Fund.

In 2009, Banco del Tesoro expanded its number of offices and locations, with 49 branch offices, four customer care

centers and three social financial centers as of December 2009. Approximately Bs.6.3] billion, or U.S.$2.9 billion,
in public deposits were made in Banco del Tesoro in 2009, as compared to Bs.3.0 hillion, or U.S.$1.4 hillion in
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2008. At year-end 2009, Banco del Tesoro had extended approximately Bs.1.4 billion, or U.S.$641.0 million, in
lines of credit as compared to Bs.797.0 million, or U.S.$370.7 million, in 2008.

Banco del Sur

Banco del Sur isafinancial institution that is being promoted by Venezuela for regional integration that servesto
provide a source of funding for Latin American and Caribbean countries. Banco del Sur’s principal objectiveisto
finance development projects and serve as an alternative to traditional multilateral lenders, including the World
Bank, IADB and the IMF. The bank was established in 2007 through atreaty signed by seven countries: Argentina,
Brazil, Bolivia, Ecuador, Paraguay, Uruguay and Venezuela. In March 2009, the member countries agreed to
contribute U.S.$7.0 billion in initia capital, with Argentina, Brazil and V enezuela each agreeing to contribute
U.S.$2.0 hillion, Ecuador and Uruguay agreeing to contribute U.S.$400 million and Paraguay and Bolivia agreeing
to contribute U.S.$200 million.

On September 26, 2009, Banco del Sur was officially created when the presidents of the seven participating
countries signed the constitutive act of Banco del Sur. Because the purpose of Banco del Sur isto finance
development projects for all Latin American and Caribbean nations, non-member states such as Colombia, Chile,
Peru, Guyana and Surinam agreed to contribute atotal of U.S.$3.0 billion, providing Banco del Sur with U.S.$10.0
billion in total initial capital. Banco del Sur will be based in Caracas, Venezuela, and will initially have two
branches, one in Buenos Aires, Argentina and another in La Paz, Bolivia. Asof July 2010, the creation of Banco del

Sur has been ratified only by Ecuador; ratification procedures, the completion of which are necessary before the
bank may begin operations, are on-going in the remainder of the member countries.

Financial I nstitutions

The Superintendency of Banksis responsible for banks and credit unions. Its functions include inspection,
supervision and control.

The Superintendency of Banks also regulates individuals, companies and institutions that conduct or purport to
conduct operations that are subject to authorization under the General Law of Banks and Other Financial
Ingtitutions. FOGADE, which was established in 1985, insures deposits up to Bs.30,000 per depositor. FOGADE
also assistsin the recovery and stabilization of financial institutions through lending assistance.
As of December 31 2009, the Venezuelan financial system consisted of 52 financial institutions, which included:

e 20 universa banks;

e 14 commercial banks;

e 4dinvestment banks;

e 1 mortgage bank;

e 6 development banks;

e 1 leasing company;

e 2 savingsand loan associations;

e 2 money market funds; and

o 2 special law-regulated banks.
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Securities M arkets

The Caracas Stock Exchange is currently the only securities market in Venezuela, with 60 issuers and atotal of
approximately U.S.$2.6 hillion in securities registered as of December 2009. Historically, trading on the Caracas
Stock Exchange has been composed of tradesin stocks and bonds. 1n September 2001, the exchange began to allow
trades in short-term debt instruments, such as commercial paper.

Since December 2003, the Ministry of Finance has become an active participant in the Caracas Stock Exchange
through the issuance of Vebonos, a new, actively traded instrument consisting of public sector bonds.

In 2009, the Caracas Stock Exchange had a total trading volume of approximately U.S.$6.4 billion, including
U.S.$6.1 billion in stocks, including ADRs, U.S.$31 million in commercial paper and U.S.$5,000 in Vebonos.

From December 31, 2008 to December 31, 2009, the total market capitalization of the companies listed on the
Caracas Stock Exchange increased in absolute terms from U.S.$9.4 billion to U.S.$10.2 hillion.

The Comisién Nacional de Valores, or CNV, authorized the opening of a commodities exchange on May 19, 1999.
Trading on this exchange commenced in October 1999 and, as of December 31, 2009, the cumulative trading
volume totaled U.S.$12.4 billion. The trading volume on this exchange totaled U.S.$774.7 million in 2009, as
compared to U.S.$3.0 billion in 2008.

In the past, Venezuelan stock exchanges have experienced substantial market price fluctuations. Factors contributing
to such fluctuations include changes in the overall state of the Venezuelan economy and adverse political
developments, together with merger activity among domestic companies and takeovers of domestic companies by
foreign corporations. Compared to other stock marketsin Latin America, the Venezuelan stock market is among the
smallest in terms of market capitalization and trading volume.

The Caracas Stock Exchange can suspend dealing in any listed security if the price of the security varies by 20% or
more during atrading session.

Market Regulation

The CNV must authorize all Venezuelan companies before they legally offer equity or debt securitiesto the
Venezuelan public. In order to offer securities to the public in Venezuela, an issuer must meet certain CNV
requirements regarding assets, operating history, management and other matters.

All outstanding securities of such companies must also be registered with the CNV and approved by the relevant
stock exchange. The CNV must approve the application for listing of a security beforeit islisted on a stock
exchange. The CNV also requiresissuersto file unaudited quarterly financia statements and audited annual
financial statements with the applicable stock exchanges and the CNV.

Since September 1, 1994, the CNV has required any company issuing debt in Venezuelato obtain a rating from two
independent rating agencies registered with the CNV. However, as of April 4, 2002, and for any company that
issues commercial paper (debt issues ranging from 15 days to 360 days), the CNV may reduce the requirement from
two independent rating agencies to one, depending upon the market conditions at that time.

The Capital Markets Law and the rules issued by the CNV provide aregulatory structure for the Venezuelan
securitiesindustry. The Capital Markets Law was amended in October 1998 to conform the Venezuelan securities
market to international standards. In addition to setting standards for brokers, the law empowersthe CNV to
regulate public offerings and trading of securities. In January 1999, the CNV promulgated regulations governing the
activities of broker-dealers and brokerage houses. The CNV has also promulgated regulations requiring issuers of
securities to file information regarding the issuer, its management and its significant shareholders to ensure
transparency in capital markets transactions and public tender offers.

On August 12, 2010, the National Assembly approved the new Capital Markets Law, published in the Official
Gazette No. 39,489 on August 17, 2010. This Law provides for a change of name of the CNV to the
Superintendencia Nacional de Valores, referred to asthe SNV or the National Superintendency of Securities. In
addition, the Law prohibits private brokers from participating in the purchase and sale of the Republic’s public debt
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bonds and restricts state agencies from participating in the stock market. Under this Law, the Republic will be able
to create public securities exchange houses to trade the Republic’s public debt bonds that will be regulated by the
SNV.

Financial System Supervisory Body

In March 2010, the National Assembly enacted the Organic Law on the National Financial System (Ley Organica
del Sstema Financiero Nacional), published in the Official Gazette on June 16, 2010, which creates the Financial
System Supervisory Body, referred to as OSFIN, with oversight and regulatory powers over the banking, capital
markets and insurance sectors. OSFIN, which isyet to be created, will have aBoard of Directors made up of the
Minister of Finance, the President of Banco Central and three directors, and will operate within the Ministry of
Finance.
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PUBLIC FINANCE

General Description of Accountsand Entities

The Ministry of Financeis responsible for preparing the budget and administering the Government’s finances. The
Ministry of Finance isrequired to submit a proposed budget to the National Assembly each year. The National
Assembly may change items in the proposed budget so long as authorized expenditures do not exceed projected
revenues. Nevertheless, actual expendituresin any given year may exceed revenues for that year as aresult of
differencesin the timing of receipts and expenditures. The budget must include appropriations to be distributed to
the states and the federal district in accordance with a prescribed formula. No taxes may be levied, money borrowed
or expenditures made unless authorized by law. In addition to budgeted expenditures contained in the legidatively-
approved budget, the Government may increase expenditures, including allocations for debt service obligations,
during the course of the year with the approval of the National Assembly. However, total expenditures may not
exceed actual revenues.

All revenues and expenditures are budgeted and recorded on a cash basis. The Ministry of Financeis responsible
for collecting public revenues. Various ministries and agencies of the Central Government are responsible for
implementing the budget. For example, the Comptroller General is the agency in charge of national revenues,
expenditures and assets and related operations. The functions of that office include control, supervision and
auditing. The Comptroller General is appointed for a period of seven years by, and is accountable to, the National
Assembly.

The consolidated public sector is divided, in general terms, into two parts: the Central Government and the
decentralized state institutions. The decentralized state institutions are corporations that are majority or wholly
owned by the Government.

Taxation
The Organic Tax Code

The Cédigo Organico Tributario, referred to as the Organic Tax Code, was approved in 1991 and amended in 1992,
1994 and 2001. The Organic Tax Code increased penalties on overdue tax payments and made tax avoidance a
criminal offense. The Ministry of Finance, with assistance from the World Bank and the IADB, has developed a tax
collection program aimed at decreasing income tax evasion.

The new Organic Tax Code became effective on October 17, 2001. Some of the reformsin the new legislation
include: (1) the adoption of the “ substance over form” approach in tax administration; (2) the consent to the passing
on of tax responsibilities from atarget company to the acquiring company in a merger; and (3) the disallowance of
offsets of income tax credits against monthly payables under the VAT. The amendments have also changed the rate
of interest for unpaid tax obligations. Interest on unpaid tax obligations now equals the average of the lending rates
of the six largest commercia banks, multiplied by a factor of 1.2.

In addition, the reformsincreased the penaltiesimposed on various tax offenses and set forth new categories of tax
violations in order to deter tax evasion. Breaches of substantive obligations under the new Organic Tax Code of
2001 result in increased penalties, while offenses potentially leading to imprisonment have been broadened in scope.
For example, new fines have been introduced both for the failure to pay taxes as well as for the late payment of
taxes, and criminal penalties have been established for tax fraud. In addition, withholding agents who intentionally
fail to remit taxes withheld within three business days following payment are now subject to imprisonment for two
to four years.

Furthermore, the amended Organic Tax Code permits taxpayers to enter into advance pricing agreements with the
tax authorities to establish the value of transactions between affiliated enterprises.

Procedural rules have also been amended. Under the new Organic Tax Code of 2001, judicial tax appeals do not
suspend the effects of atax assessment, except in cases where the taxpayer demonstrates that non-suspension will
cause irreparable damages or when the appeal is based on “sound arguments of law”. In contrast, the filing of an
administrative tax appeal will suspend payments required by an assessment but not interest on the assessment.
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Furthermore, it is now expressly stated that the opinions of the tax authority with respect to a particular issue may
not be appealed to the tax courts.

Income Tax

The Central Government is the only entity in Venezuela with the authority to tax income. As a percentage of
Central Government revenues, income tax revenues were 22.1% in 2005, 23.6% in 2006, 26.6% in 2007, 23.9% in
2008 and 25.7% in 2009.

The petroleum industry provided 60.4% of total income tax revenuesin 2005, 55.1% of total income tax revenuesin
2006, 53.1% of total income tax revenues in 2007, 45.0% of total income tax revenues in 2008 and 33.2% of total
income tax revenues in 2009.

Venezuelan income tax is payable by both natural personsand legal entities. The base of income upon which a
person or entity may be taxed includes worldwide income. Certain Governmental entities, educational institutions,
charitable institutions and funds, as well as certain other individuals and entities, are exempt from Venezuelan
income tax. Additionally, the President, in conjunction with the Council of Ministers, has the power to exempt from
the payment of taxes certain sectors or industries that are believed to be of particular importance to national or
regional development. Natural persons are taxed at a rate from 6% up to 34%, depending on income level, with
certain tax rebates for lower-income households. Corporations are taxed at a rate from 15% up to 34%, except for
those engaged in the petroleum industry, which are taxed at a special rate determined by the Hydrocarbons Law.

For more information on this law, refer to “Principal Sectors of the VVenezuelan Economy—~Petroleum and Natural
Gas—New Hydrocarbons Law”.

Theinability of the Government to rely on sources of financing other than petroleum revenues has made it difficult
to establish a positive balance in the consolidated public sector accounts and has contributed to the general
instability of the Venezuelan economy as awhole. Because the development of a more diversified economy with a
greater capacity for and a high volume of non-traditional exports can only be accomplished in the medium term, the
Government has attempted to increase the base of non-petroleum tax revenues.

Value-Added Tax

In May 1999, the Government passed legislation establishing the VAT to replace the then existing salestax. The
VAT appliesto sales of al goods and services throughout the chain of distribution, except certain exempted items
such as food, medicine, telephone, gas and other utilities. Theisland of Margaritais exempted from the VAT
altogether.

In August 2005, the National Assembly amended the VAT, reducing the rate from 15% to 14%. The Central
Government generated revenues of approximately Bs.20.0 billion in 2005 and Bs.20.8 billion, or 6.6% of GDP, in
2006 fromthe VAT. As part of the Government’s policy of containing inflationary pressures in the economy, the
VAT was reduced from 14% to 11%, effective March 1, 2007. The VAT was further reduced to 9% effective July
1, 2007. During 2007, the Central Government generated revenues from the VAT of approximately Bs.27.5 billion,
and during 2008, the Central Government generated revenues from the VAT of approximately Bs.31.4 billion. In
March 2009, the VAT was increased from 9% to 12%. During 2009, the Central Government generated revenues
fromthe VAT of approximately Bs.41.8 hillion.

Tax on Bank Debits

In March 2002, the Government enacted a bank debit tax, which had aterm of one year. Thistax wasinitially
assessed at arate of 0.75% on the value of each applicable transaction and subsequently was amended several times.
The tax on bank debits generated revenues in the amount of Bs.2.7 billion, or 0.9% of GDP, during 2005. In
February 2006, the Government eliminated the bank debit tax.

Pursuant to the 2007 Enabling Law, President Chavez established a new Financial Transactions Tax, or |mpuesto

sobre las Transacciones Financieras, which levied a 1.5% tax on bank debits and other transactions, but on June 12,
2008, President Chavez issued Decree No. 6,165, which effectively eliminated the Financial Transactions Tax.
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Customs

A law was passed by the National Assembly in January 2002 to modernize Venezuela' s customs operations, which
is currently being implemented throughout Venezuela. Automated customs operations, referred to as the SIDUNEA
system, have already been put into effect in the following ports of entry: Maritima de La Guaira, San Antonio del
Tachira and Subalternate of Urefia, Merida, Principal Maracaibo, Subalter nate of Chinita, Principal de Puerto
Cabello and Principal de Valencia. By the end of December 2004, eight additional principal and three additional
subalternate automated customs operations were put into effect in Venezuela. The modernized ports using the new
SIDUNEA system accounted for approximately 99% of customs revenues and 98% of imports. Thetotal customs
revenue collected in 2005 and 2006, including the VAT, was Bs.10.3 billion and Bs.14.5 hillion, respectively. The
total customs revenue collected in 2007, including the VAT, was Bs.18.0 hillion, and the total customs revenue
collected in 2008, including the VAT, was Bs.17.3 billion. Thetotal customs revenue collected in 2009, including
the VAT, was Bs.15.3 hillion.

In addition, Venezuelan customs authorities have obtained special equipment for non-intrusive inspections of cargo
containersin an effort to curtail drug trafficking and customs fraud. In March 2002, the Comisién Presidencial de
Lucha Contra el Fraude Aduanero (Presidential Commission Against Customs Fraud) was formed. This
commission is made up of several representatives of both the public and private sector who are interested in
preventing contraband and customs fraud. Together they drafted the Anti-Contraband Bill, which was enacted in
December 2005 and employs the use of more severe penalties and expands the scope of actions that may be taken by
authorities to curtail contraband.

SENIAT

In August 1994, the Government established SENIAT, an independent agency within the Ministry of Finance, to
administer tax and customs collections. The objectives of the SENIAT include:

e increasing the level of non-ail tax revenuesto 10.0% of GDP;

e reducing tax evasion by 0.5% of GDP;

e improving customs duty collections;

e promoting the modernization of the Venezuelan tax code system;
e developing a “tax culture”; and

e consolidating the organization of the SENIAT to promote efficiency in its collections.
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The following table sets forth the revenues administered by SENIAT for the periods indicated:

Year Ended December 31,

(in millions of December 2007 Constant Bolivares)

2005 2006 2007 2008 2009
INCOME TAX...oviviiii s 11,182.8 15,976.9 18,787.2 19,156.3 17,543.7
VATD oo 29,503.3 33,710.9 31,448.3 26,237.4 27,661.1
CUStOMS INCOME ... 5975.4 7,848.8 10,472.4 7,847.3 4,319.6
Other Internd Income... 1,979.6 2,345.0 2,743.0 4,439.1 5,372.0
Liquor ..o 667.5 874.1 970.5 1,081.4 1,134.4
CIQaretteS ... s 1,065.9 1,241.9 1,502.4 2,782.9 2,807.1
StampP REVENUE ..o 1479 113.8 66.2 48.1 39.2
Estate Tax........... 83.6 94.3 135.5 99.9 117.0
Matches........ccoooveveerceiseeeeeean 17 2.2 17 2.8 -
Gambling (Bingos and Casinos) .... 130 18.7 66.5 146.9 135.9
Other'® ..oooooeeeeeeeeeeeeee 0.0 0.0 0.2 2771 1,138.4
Financial Transactions Tax (ITF)® ... 0.0 0.0 2,557.6 5,236.7 0.0
Bank Debit Tax® ... 4.2 0.4 0.0 0.0 0.0
Total Gross REVENUES..........ccccomreemmreenneeerneeeeeeeeeens Bs. 48,6452 Bs. 59,8819 Bs. 66,0085 Bs. 62,916.7 Bs54,896.4
Q) The VAT rate dropped from 14% to 11% in March 2007 and then to 9% in July 2007. As aresult, the average rate was 10.5% in 2007
compared to 9% in 2008. In March 2009, the VAT rate increased from 9% to 12%, thus the average rate was 11% in 2009.
) Includes fines, interest and repairs.
3 The collection of the ITF took effect on November 1, 2007 and remained in force until June 12, 2008.
4) In February 2006, the Government eliminated the bank debit tax.

Source:  SENIAT

Revenues and Expenditures
Central Government

The Central Government’s revenues consist of tax revenues and non-tax revenues, such as petroleum royalties and
dividends from state-owned companies. The Central Government’s expenditures consist primarily of operating
expenditures, such as salaries, interest payments and purchases of goods and services, transfers to state and local
governments and the private sector and capital expenditures.

As a percentage of Central Government revenues, non-tax revenues in 1997 Constant Bolivares accounted for
44.6% in 2005, 47.3% in 2006, 44.1% in 2007, 45.4% in 2008 and 37.8% in 2009.

Petroleum royalties provided 71.5% of non-tax revenuesin 2005, 79.4% of non-tax revenues in 2006, 73.9% of non-
tax revenuesin 2007, 80.0% of non-tax revenues in 2008 and 62.9% of non-tax revenuesin 2009.

In 2005, the Central Government’s revenues increased to Bs.16.8 billion in 1997 Constant Bolivares from Bs.11.9
billionin 1997 Constant Bolivaresin 2004. Thisincrease was due primarily to improved tax collection and an
increase in dividends, royalties and taxes from the petroleum sector due to an increase in petroleum prices. The
Central Government’s expenditures for 2005 increased to Bs.15.8 billion in 1997 Constant Bolivares from Bs.12.9
billion in 1997 Constant Bolivares for 2004. Thisincrease was due primarily to an increase in transfers to the rest of
the public sector. Asaresult of the foregoing factors and alarger positive current account surplus, the Central
Government accounts recorded a surplus for 2005 of Bs.993.4 million in 1997 Constant Bolivares, or 1.6% of GDP,
compared to adeficit of Bs.940.9 million in 1997 Constant Bolivares, or 1.9% of GDP, for 2004.

In 2006, the Central Government’s revenues increased to Bs.20.8 billion in 1997 Constant Bolivares. Thisincrease
was due primarily to an increase in dividends, royalties and taxes from the petroleum sector due to an increasein
petroleum prices. The Central Government’ s expenditures for 2006 increased to Bs.20.8 billion in 1997 Constant
Bolivares. Thisincrease was due primarily to an increase in the purchase of goods and services and an increase in
transfersto the rest of the public sector. Asaresult of the foregoing factors and alarger positive current account
surplus, the Central Government accounts recorded a surplus for 2006 of Bs.12.5 million in 1997 Constant
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Bolivares, or 0.02% of GDP, compared to a surplus of Bs.993.4 hillion in 1997 Constant Bolivares, or 1.6% of
GDP, for 2005.

In 2007, the Central Government’s revenues totaled Bs.21.1 billion in 1997 Constant Bolivares. Thisincrease was
due primarily to an increase in tax revenues from the petroleum sector. The Central Government’ s expenditures for
2007 decreased to Bs.18.9 billion in 1997 Constant Bolivares. This decrease was due primarily to adecreasein
operating expenditures. Asaresult of the foregoing factors, the Central Government accounts recorded a surplus for
2007 of Bs.2.2 hillion in 1997 Constant Bolivares, or 3.0% of GDP.

In 2008, the Central Government’s revenues totaled Bs.18.8 billion in 1997 Constant Bolivares, representing a
decrease of approximately Bs.2.2 billion in 1997 Constant Bolivares as compared to 2007. This decrease was due
primarily to lower oil revenues. The Central Government’s expenditures for 2008 increased to Bs.19.8 hillionin
1997 Constant Bolivares from Bs.18.9 billion in 1997 Constant Bolivaresin 2007. Thisincrease was due primarily
to higher labor costs. Asaresult of the foregoing factors, the Central Government accounts recorded a deficit for
2008 of Bs.911.4 million in 1997 Constant Bolivares, or 1.2% of GDP.

In 2009, the Central Government’s revenues totaled Bs.13.4 hillion in 1997 Constant Bolivares, representing a
decrease of approximately Bs.5.5 billion in 1997 Constant Bolivares as compared to 2008. This decrease was due
primarily to lower oil revenues. The Central Government’s expenditures for 2009 decreased to Bs.16.5 billion in
1997 Constant Bolivares from Bs.19.8 billion in 1997 Constant Bolivaresin 2008. This decrease was due primarily
to adecrease in transfers to the public sector. Asaresult of the foregoing factors, the Central Government accounts
recorded adeficit for 2009 of Bs.3.1 billion in 1997 Constant Bolivares, or 5.1% of GDP.
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The following table sets forth the revenues, by source, and expenditures, by sector, of the Central Government for
the periods indicated:

Venezuela Central Government Revenues and Expenditures

@

Sources:

Year Ended December 31,

2005 2006\ 20079 20087 20099
(in millions of 1997 Constant Bolivares)
Central Government
Total Revenues..... ... Bs. 16,843.0 Bs. 20,765.3 Bs. 21,0728 Bs.18,841.0 Bs. 13,366.5
Current Revenues.. . 16,843.0 20,765.3 21,072.8 18,841.0 13,366.5
9,332.6 10,952.5 11,770.8 10,289.1 8,316.3
2,249.7 2,693.8 2,975.8 2,023.0 1,141.8
7,082.9 8,258.7 8,795.0 8,266.1 71744
7,510.4 9,812.8 9,302.0 8,551.9 5,050.3
5,369.1 7,786.6 6,872.4 6,839.8 3,1745
1,571.7 1,524.9 1,604.8 1,224.4 1,496.4
569.7 501.2 824.8 487.8 379.3
Capital Revenues - - - - -
Total Expenditures........cccocovevveernnee. 15,849.6 20,752.8 18,855.5 19,752.4 16,507.7
Current Expenditures...........ccccooeeneeennee 12,005.4 15,754.5 14,509.4 15,182.7 12,876.8
Operating Expenditures..................... 4,705.0 5,731.4 4,865.4 5,169.3 4,637.3
Salaries, eC. ..o, 2,155.4 2,632.6 2,862.1 3,183.2 3,050.7
Interest Payments........cccccocoveuenene. 1,798.6 1,443.8 1,103.7 994.8 829.8
Purchase of Goods and Services. 751.0 1,655.0 899.5 991.3 756.8
Current Transfers.......ovvveeevevennne. 6,909.7 9,576.7 9,440.9 9,833.6 8,043.5
To Rest of Public Sector ... 6,137.6 8,549.8 8,268.2 8,598.8 6,920.4
To Private Sector ... 770.7 1,025.4 967.9 1,234.8 1,123.1
Other Transfers........coovvvvveeeenee. 1.4 15 204.8 0.0 0.0
Quasi-fiscal Operations of
Banco Central .........cccovveervernnenee. - - - - -
Extra-budgetary 390.8 446.5 203.2 179.8 196.0
Capital Expenditures............cccccooevneeennee 3,539.3 4,663.1 4,267.8 4,406.2 3,368.6
Capital Formation ............c.cccoeevvence. 2313 2285 106.7 110.3 36.4
Capital Transfers....... 3,307.9 4,434.5 4,161.1 4,295.9 3,332.2
To Public Sector .... 3,303.9 4,427.1 4,147.2 4,275.3 3,318.3
To Private Sector ... 4.0 7.4 13.9 20.6 13.9
Financial Investment........c.ccccovvvvvennnee 304.9 335.2 78.3 163.5 262.3
Current Account SUrplus............ccce...... 4,837.6 5,010.8 6,563.4 3,658.3 489.7
Overall Surplus (D€ficit) ... 993.4 125 2,217.3 (911.4) (3,141.2)
As percentage of GDP............oo....... 1.6% 0.0% 3.0% (1.2)% (5.1%)

Preliminary figures.

OEFP and ONAPRE

Consolidated Public Sector

The consolidated public sector accounts include the results of decentralized state entities, such as PDV SA and the
CVG companies.

In 2005, consolidated public sector revenues totaled Bs.23.0 billion in 1997 Constant Bolivaresand consolidated
public sector expenditures for 2005 totaled Bs.20.3 billion in 1997 Constant Bolivares. As aresult of the foregoing
factors, the consolidated public sector accounts recorded a surplus for 2005 of Bs.2.7 hillion in 1997 Constant
Bolivares, or 4.4% of GDP.
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In 2006, consolidated public sector revenues increased to Bs.26.2 billion in 1997 Constant Bolivares. Thisincrease
was due primarily to an increase in the collection of income taxes from domestic activities as a result of economic
growth. Consolidated public sector expenditures for 2006 increased to Bs.27.0 billion in 1997 Constant Bolivares.
Theincrease in expenditures was due primarily to a substantial increase in the purchases of goods and services given
the overall increase in Central Government revenues. As aresult of the foregoing factors, the consolidated public
sector accounts recorded a deficit for 2006 of Bs.810.8 million in 1997 Constant Bolivares, or 1.2% of GDP,
compared to asurplus of Bs.2.7 billion in 1997 Constant Bolivares, or 4.4% of GDP, for 2005.

In 2007, consolidated public sector revenues decreased to Bs.24.1 billion in 1997 Constant Bolivares. This decrease
was due primarily to a decrease in non-tax revenues. Consolidated public sector expenditures for 2007 decreased to
Bs.25.9 hillion in 1997 Constant Bolivares. Asaresult of the foregoing factors, the consolidated public sector
accounts recorded a deficit for 2007 of Bs.1.7 billion in 1997 Constant Bolivares, or 2.4% of GDP.

In 2008, consolidated public sector revenues decreased dlightly to Bs.24.0 billion in 1997 Constant Bolivares from
Bs.24.1 hillion in 1997 Constant Bolivaresin 2007. This decrease was due primarily to a reduction in tax revenue
collection. Consolidated public sector expenditures for 2008 decreased to Bs.25.4 hillion in 1997 Constant
Bolivares from Bs.25.9 billion in 1997 Constant Bolivaresin 2007. The decrease in expenditures was due primarily
to ahigher level of current expenditures and lower capital expenditures. Asaresult of the foregoing factors, the
consolidated public sector accounts recorded a deficit for 2008 of Bs.1.4 billion in 1997 Constant Bolivares, or 1.8%
of GDP, compared to adeficit of Bs.1.7 billion in 1997 Constant Bolivares, or 2.4% of GDP, for 2007.

In 2009, consolidated public sector revenues decreased to Bs.15.4 billion in 1997 Constant Bolivares from Bs.24
billionin 1997 Constant Bolivaresin 2008. This decrease was due primarily to areduction in non-tax revenues as a
result of a significant reduction in PDV SA’ s operating surplus. Consolidated public sector expenditures for 2009
decreased to Bs.20.0 billion in 1997 Constant Bolivares from Bs.25.4 billion in 1997 Constant Bolivaresin 2008.
The decrease in expenditures was due primarily to areduction in central government transfers to unconsolidated
entities. Asaresult of the foregoing factors, the consolidated public sector accounts recorded a deficit for 2009 of
Bs.4.7 billion in 1997 Constant Bolivares, or 7.5% of GDP, compared to adeficit of Bs.1.4 hillion in 1997 Constant
Bolivares, or 1.8% of GDP, for 2008.
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The following table sets forth the revenues, by source, and expenditures, by sector, of the consolidated public sector
for the periods indicated:

Venezuela Consolidated Public Sector Revenues and Expenditures

For the Year Ended December 31,

2005 2006 2007 2008 20099
(in millions of 1997 Constant Bolivares)

Consolidated Public Sector

Total REVENUES.......cceveeeeeece e Bs. 23,012.2 Bs. 26,166.4 Bs. 24,1339 Bs. 24,0005 Bs. 15,369.5
TaxX REVENUES ..ot 7,392.9 8,681.0 9,343.1 8,753.6 7,646.3
NoON-tax REVENUES........ccceevrereeerieerereenens 15,619.3 17,485.4 14,790.8 15,246.8 7,723.3
Central Government .........cccceeeeveveeennnne - - - - -
PDV SA Operating Surplus.................. 10,696.5 11,453.8 11,166.7 10,539.5 2,748.6
FIV Interest and Dividend Income....... 2,265.7 2,9335 1,429.6 2,145.6 2,990.6
Non-financia Public Enterprises......... 433.7 223.6 215 129.7 1774
Capital ReVENUES.........cccvvevieieieenne 55 0.1 0.0 0.0 0.0
Other ..o 2,218.0 2,874.4 2,1730 2,431.9 1,806.7
Total EXpenditures..........covvverercenienene. 20,339.8 26,977.2 25,850.2 25,387.8 20,022.2
Current Expenditures..........ccccevvvvevieeenens 3,374.9 4,912.2 4,621.6 4,939.5 4,546.5
SAlAriEs, EC. .cvveeeeeeerere e 2,332.0 2,879.2 3,108.8 3,466.8 3,307.5
Purchases of Goods and Services® ..... 1,042.9 2,033.0 1,512.8 1,472.7 1,239.0
Interest Payments..........cococvvererereennnns 1,819.5 1,455.1 1,198.1 1,112.6 914.0
Transfersto Private Sector .................. 1,727.6 1,758.7 2,4225 2,816.5 2,637.9
Centra Government Transfersto
Unconsolidated Entities................... 5,984.4 8,383.6 7,969.5 8,194.2 5,348.9
Other® ..., 1355 233.8 145.9 327.9 83.2
Centra Government (Extra-Budgetary)... 284.7 335.2 77.3 31.0 45.8
Capital Expenditures..........ccovveevreeenennnne. 7,013.1 9,898.4 9,415.2 7,966.2 6,446.0
Capital Formation..........cccceceevreevreennne. 2,407.1 3,126.3 3,660.1 1,890.9 3,101.8
Other (Including Transfersto
Unconsolidated Entities)™ .............. 4,605.9 6,772.1 5,755.1 6,075.3 33442
Overdll Surplus (DefiCit) .....cooevreeenennnne. 2,672.4 (810.8) (1,716.3) (1,387.4) (4,652.7)
(As per centage of GDP)
Total REVENUES ..o 37.6% 37.5% 33.3% 31.7% 24.9%
Total EXpenditures..........ccovvverreceninnene. 33.3% 38.7% 35.7% 33.5% 32.4%
Overall Surplus (DEfiCit) ...cocveevreeenennnne. 4.4% (1.2% (2.4% (1.8)% (7.5)%
(0] Preliminary figures.
2 Includes goods and services acquisitions
3 Includes other expenditures, exchange losses and quasi-fiscal losses of Banco Central.
4) Includes capital transfers and other financial expenditures

Source:  Ministry of Finance, using IMF methodol ogy.

2009 Budget

In December 2008, the National Assembly approved the budget for 2009. The 2009 budget, as approved, projected
total revenues of approximately U.S.$77.9 billion (23.7% of GDP), and total expenditures of approximately
U.S.$77.9 hillion (23.7% of GDP). The 2009 budget also contemplated alegal limit on borrowing by the Republic
of U.S.$6.4 billion (1.9% of GDP). The budget for 2009 was based on certain assumptions, including real GDP
growth of 6.0%, an average price for the Venezuelan oil basket of U.S.$60.00 per barrel, an average exchange rate
of Bs.2.15 = U.S.$1.00 and average inflation at a rate of 15%.

In March 2009, the 2009 budget assumption of a U.S.$60.00 barrel of Venezuelan oil was changed to an average
price of U.S.$40.00 per barrel. Asaresult, the modified 2009 budget projects total revenues of approximately
U.S.$72.7 billion (22.1% of GDP), and total expenditures of approximately U.S.$72.7 billion (22.1% of GDP).
Pursuant to the Ley Especial de Endeudamiento Complementaria para el Ejercicio Fiscal 2009, published in the
Official Gazette on March 26, 2009, the new legal limit on borrowing by the Republic was approximately U.S.$11.6
billion.
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2010 Budget

In December 2009, the National Assembly approved the budget for 2010. The 2010 budget, as approved, projected
total revenues of approximately U.S.$57.7 billion (14.5% of GDP), and total expenditures of approximately
U.S.$74.1 billion (18.7% of GDP). The 2010 budget also contemplates alegal limit on borrowing by the Republic
of U.S.$16.4 billion (4.1% of GDP). The budget for 2010 is based on certain assumptions, including real GDP
growth of 0.5%, an average price for the Venezuelan oil basket of U.S.$40.00 per barrel, an average exchange rate
of Bs.2.15 = U.S.$1.00 and average inflation at a rate of 22%.
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PUBLIC DEBT

Overview

In 1976, the Government enacted the Organic Law of Public Credit to create and issue public debt through prior
authorization and registration. The Organic Law of Public Credit has been superseded by the entry into force of the
LOAFSP.

Public debt is defined to include public issues of bonds and treasury notesin Venezuela and abroad, domestic and
foreign direct indebtedness, contracts providing for payments extending beyond the then current fiscal year and
guaranties and modifications of existing indebtedness. The types of entities subject to regulation under the LOAFSP
include national, state and municipal governments, decentralized state institutions, autonomous government
institutions and other public entities, corporate entities controlled directly or indirectly by the public sector and non-
profit organizations under the control of the Government.

Summary of External Debt
The following table sets out the composition of Venezuela s external public debt outstanding at the dates indicated:

December 31,
2005 2006 2007 2008 20099
(in millions of U.S. dallars)

Commercial Bank External Public

SeCtor DEDL........veerrieeeriereriseieeines $ 1,979.8 $ 18326 $ 16576 $ 1,368.6 $ 1,087.4
Other External Public Sector Debt.......... 29,159.0 25,421.0 25,658.1 28,489.3 34,080.9
Obligationsand Bonds.................. 25,443.0 21,439.6 22,312.7 24,866.9 29,871.8
Suppliers & Contractors................ 76.5 30.7 19.2 4.9 2.3
Multilateral Agencies.................... 3,101.6 3,413.5 2,662.5 2,901.0 3,293.3
Bilateral Agencies.........ccocccuviuenee. 537.9 537.2 663.7 716.4 9134

Total External Public Sector Debi........... $31,138.9 $27,253.6 $27,315.6 $29,857.9 35,168.2

Q) Preliminary figures. At the Bolivar/U.S. dollar exchange rate as of December 31, 2009, as provided by Banco Central.
Source:  Ministry of Finance.

The following table sets out the scheduled amortizations for Venezuela' s external public debt for each of the years
indicated as of December 31, 2009:

Scheduled Amortization®
(in millions of U.S. dollars)

2015
2010 2011 2012 2013 2014 and ther eafter
Commercial Bank External Public
SeCtor DEDL.......vucccceeee $284.9 $236.9 $177.9 $130.9 $113.0 $139.5
Other External Public Sector Debt 2,070.9 2,038.4 526.3 2,028.2 1,8735 25,543.2
Obligationsand Bonds................... 1,597.0 1,547.7 1,539.5 1,498.0 23,689.7
Suppliers & Contractors................. 2.7 2.7 2.7 - - -
Multilateral Agencies 369.0 394.8 3917 356.9 256.4 1,524.1
Bilateral Agencies.........cccocueennee. 102.3 93.2 1319 131.8 1191 329.4
Total External Direct Public Sector
D1 oL SO $2,355.8 $2,275.3 $704.2 $2,159.2 $1,986.5 $25,682.7
(0] Assumes subsequent disbursements from credit facilities entered into as of December 31, 2009.

Source: Ministry of Finance.

110



Internal Public Debt

The Government’sinternal public debt as of December 31, 2009 totaled approximately Bs. 53.2 billion, or
U.S.$24.7 hillion (at the prevailing Bolivar/U.S. dollar exchange rate on that date) compared to Bs.30.5 hillion, or
U.S.$14.2 billion (at the prevailing Bolivar/U.S. dollar exchange rate on that date) on December 31, 2008.

The table below sets forth a summary of Venezuela@ sinternal public debt as of December 31, 2009:

Outstanding as of

Type of Debt December 31, 2009
(in millions of U.S. dollars)®
Treasury Bonds (LEras del TESOIO) .........cccoevivriieeieissies s ssssss s ssssssssssses $1,486.5
Nationa Public Debt Bonds 23,241.8
LLOBINS ... 0.2
TS O Y oL 0.9
Total Interna Debt of the Republic of Venezuda...........cc.ccocovvecee. 24,729.3
Internal Debt Issued by Public Entities and Guaranteed by the Republic.... 0.2
TOEL oottt e $24,729.6
(0] At the Bolivar/U.S. dollar exchange rate as of December 31, 2009.
2 Issued in domestic market; denominated in foreign currency.

Source:  Ministry of Finance.

Multilateral Borrowings and Subscriptions

The Government has entered into credit agreements with several multilateral institutions, including:

o financing from the IADB covering a wide spectrum of initiatives relating to structural adjustment,
public sector reform, educational improvements, health reform, infrastructure enhancements and
environmental protection, of which approximately U.S.$1.5 billion was outstanding at December
31, 2009; and

e severa loan agreements with CAF, of which U.S.$1.8 billion was outstanding as of December
2009.

Venezuelais one of the founding members of the IMF. As of December 2009, its subscription to the IMF, which
corresponds to its quota, was SDR 2.7 billion or U.S.$4.0 billion. Venezuela s subscription to the capital of the
World Bank was U.S.$2.5 hillion at December 2009. Of this amount, U.S.$150.8 million has been disbursed as of
December 2009. For more information concerning the IMF and the World Bank, refer to “Bolivarian Republic of
Venezuela—External Affairs and Membership in International Organizations’. In addition, Venezuelais a member
of the other World Bank Group affiliates, International Finance Corporation, or IFC, with subscriptions of U.S.$27.6
million, and MIGA, with subscriptions of U.S.$15.4 million, in each case at December 2009.

Venezueld s subscription to the capital of the IADB was U.S.$5.8 hillion at December 2009, one of the largest
subscriptions of the bank’s Latin American members. Of thisamount, U.S.$249.4 million had been paid in cash as
of December 2009, and the balance is callable if required to meet the bank’s obligations. Venezuela's contribution
to the IADB’s Fund for Special Operationsis U.S.$313.8 million.

Venezuelais amember of CAF with subscriptions of capital totaling U.S.$817.2 million. Of this amount,
U.S.$623.4 million had been paid in cash as of December 2009. Venezuelais also a member of Banco de
Desarrollo del Caribe, with subscriptions of capital totaling U.S.$21.0 million, of which U.S.$5.0 million had been
paid in cash as of December 2009.
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1990 Financing Plan

In June 1990, the Government, along with its bank advisory committee, announced the principal terms of a
financing plan, referred to as the 1990 Financing Plan. The 1990 Financing Plan provided for the exchange of
medium-term commercial bank debt for a variety of options featuring debt and debt service reduction or new
money, including collateralized short-term notes, collateralized bonds and new money bonds. The 1990 Financing
Plan, structured along the lines of the Brady initiative, contemplated that all eligible debt would be exchanged for
one or more of the options. Funds for the acquisition of collateral for the options came from the IMF, the World
Bank, Venezuela' s own resources and other external sources. The 1990 Financing Plan was consummated on
December 18, 1990.

In connection with the 1990 Financing Plan, the Republic issued Oil-Indexed Payment Obligations to holders of its
par and discount bonds due 2020. Holders were given five Qil Obligations for each U.S.$1,000 of old debt
exchanged for par bonds and discount bonds. Venezuelais required to make certain payments under the Qil
Obligations in the event that the average price per barrel of crude oil exported from Venezuela over the applicable
determination period exceeds a strike price set forth in the Qil Obligations, up to a maximum of U.S.$3.00 per Qil
Obligation per determination period.

In March 2006, the Republic purchased in private transactions and retired U.S.$699,553,000 in aggregate principal
amount of its U.S. dollar-denominated Discount Bonds due 2020. Subsequently, it redeemed all of the remaining
outstanding principal amount of its Par and Discount Brady Bonds of all series. The redemption was completed on
May 31, 2006. The final outstanding bonds issued under the 1990 Financing Plan matured in December 2008.

Capital Market | ssues of Public External Debt

Over the past 50 years, despite the debt crisis that prompted the restructuring of its commercia bank debt during the
1908s, Venezuela has paid on a current basis in accordance with the terms of the relevant agreements the full
amount of principal and interest due on all publicly-issued bonds and notes in the international capital markets.
Prior to the consummation of the 1990 Financing Plan, the percentage of Venezuela's external debt represented by
obligationsissued in the international capital markets was very small, approximately 5.6% at December 31, 1989.
Venezuela s debt structure has shifted as a result of the 1990 Financing Plan and subsequent issues of capital
markets instruments such that international capital markets obligations now constitute the major portion,
approximately 84.9%, of Venezuela stotal external debt as of December 31, 2009.
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The following table sets out a summary, as of December 31, 2009, of the principal features of the long-term
outstanding bonds and notes publicly issued in external capital markets.

Initial
Currency Original Principal Interest Issue Maturity Target
Security ofIssue  IssueSize  Outstanding Rate? Date Date Mar ket
(Millions)
ROV 9.25%.........cccooooune... uss$ 4,000 4,000 9.25% Sept. 97 Sept. 27 United States
ROV 13.625%................. U.S$ 753 753 13.625% Aug. 98®  Aug.18  United States
ROV €-11.125%............. € 348 348 11.125% Julyo1®  July1l  Euromarket
ROV 13.625%................. Uuss 300 300 13.625% Sept. 01 Aug. 18  United States
ROV 5.375%.......c........... uss$ 1,500 1,500 5.375% Aug. 03 Aug. 10  Euromarket
ROV 10.75%.......oocooccc... U.S$ 1,559 1,559 10.75% Sept. 03 Sept. 13 Euromarket
ROV 7.00%.........cccoooeon..... uss$ 1,000 1,000 7.00% Dec. 03 Dec.18  Venezuela
ROV 9.375% US$ 1,500 1,500 9.375% Jan.04®  Jan.34  Euromarket
ROV FRN'11 uss$ 1,000 1,000 LIBOR Apr. 04 Apr.11  Euromarket
+1.00%
ROV 8.5%......c.ccccouvvunnne. .S. 1,500 1,500 8.5% Oct. 04 Oct. 14  Euromarket
ROV €-7.00% 1,000 1,000 7.00% Mar. 05 Mar.15  Euromarket
ROV ¥FRN'11.............. ¥ 17,926.5 17,926.5 ¥LIBOR Mar. 05 Mar.11  Euromarket
+2.51%

ROV 7.00%........cccconoor. uss$ 1,250 1,250 7.00% Nov.07® Mar.38  Euromarket
ROV 9.00%.........ccccooon..... Uuss$ 2,000 2,000 9.00% May 08 May 23  Euromarket
ROV 9.25%.........cccooooune... Uuss$ 2,000 2,000 9.25% May 08 May 28  Euromarket
ROV 7.75%......ccccouvvrnnren. Uuss$ 2,496 2,496 7.7%% Oct 09 Oct. 19  Euromarket
ROV 8.25%.........ccccoooun.... uss$ 2,496 2,496 8.25% Oct 09 Oct. 24 Euromarket

ﬁe‘&d is paid on a semi-annual basis except on the issues denominated in Euro on which interest is paid annually and the issue

denominated in ¥ on which interest is paid quarterly.
) U.S.$500 million in aggregate principal amount of these notes were issued initially for cash in August 1998. In connection with an

exchange undertaken with BANDES in 2003, referred to as the BANDES Exchange, the Republic issued an additional U.S.$252.8
million in aggregate principal amount of these notes, which form a single series with the U.S.$500 million of these notes issued in
1998.

3 €250 million in aggregate principal amount of these notes were issued initially for cash in July 2001. In connection with the
BANDES Exchange, the Republic issued an additional €94.3 million in aggregate principal amount of these notes, which form a
single series with the €250 million of these notesissued in 2001.

4) U.S.$700 million in aggregate principal amount of these notes were issued initially for cash on September 19, 2003. On October 23,
2003, the Republic issued an additional U.S.$858.5 million in aggregate principal amount of these notes, which form a single series
with the U.S.$700 million of these notesissued in September 2003. The additional issuance was divided between a cash offer to
international investorsin an aggregate principal amount of U.S.$470 million and an exchange tranche pursuant to which the Republic
issued U.S.$388.5 in aggregate principal amount of these notes in exchange for beneficial interests in pagarés previously issued by the
Republic and held by certain of its contractors, suppliers or their assignees.

5) U.S.$1.0 hillion in aggregate principal amount of these notes were issued in January 2004. In December 2004, the Republic issued an
additional U.S.$500 million in aggregate principal amount of these notes, which form a single series.
(6) U.S.$825,179,000 in aggregate principal amount of these notes were issued on November 15, 2007. On November 27, 2007, the

Republic issued an additional U.S.$424,824,000 in aggregate principal amount of these notes, which form asingle series.

Source:  Ministry of Finance

Commercial Bank and Supplier Public External Debt
In recent years, the Government has entered into credit agreements with various foreign commercial banks and
suppliers of goods and servicesin order to finance projects and to procure goods and services.

Following the Government’ s imposition of exchange controlsin the first quarter of 2003, on April 17, 2003, the
Export-Import Bank of the United States, referred to as Ex-Im Bank, announced that it would not approve additional
guaranties to Venezuela for the sale of U.S. goods to public and private purchasers.

113



TABLESAND SUPPLEMENTARY INFORMATION

I. Venezuela’'s Funded I nternal Debt (as of December 31, 2009)

I ssued Amount Outstanding Amount
Internal Direct Debt of the Republic Interest Rate  Issuance Date Final Maturity  (Millionsof U.S.$) (Millions of U.S.$)
SUPPHErS LOANS. ..o Various 2002 2003-2005 2.7 0.8
Various 1996 1999-2003 0.6 0.1
33 0.9
Debt with Banco Central
Debt to Equity Conversion Bonds
Decreto 2490, Emision 1, 1988.................. @ September 1988  December 2003 0.3 04
Decreto 1051, Emision 2, 1990 1) June 1990 August 2000¢ 53 139
Decreto 1398, Emision 3, 1990.. @ December 1990  December 2001 04 1.0
Decreto 2057, Emision 4, 1991.. 1) December 1991 June 2001 6.6 21.7
Decreto 3120, Emision 6, 1993 1) August 1993 August 2003 48 116
17.3 486
BCV Debt Refinancing Bonds..........c.occuveennee. 1) December 1998  December 2001 489 -
48.9 -
National Public Debt Bonds
(Deuda Publica Nacional-DPN)
Deuda PablicaNaciond ..........ccccovvereeeininnenns (@) 2004 6 years 446.5 446.5
Deuda PdblicaNacional ..............cccoccenieniuenee. @ 2005 4-5 years 314.0 314.0
Deuda PablicaNaciond ...........cccovveeeeinirnenns (@) 2006 5-14 years 3,880.8 3,880.8
Deuda PablicaNacional .. . @ 2007 3-8years 1,999.6 1,999.6
Deuda PablicaNaciond ...........cccovveeeeinirnenns @ 2008 3-7 years 1,564.4 1,564.4
Deuda Publica Nacional @ 2009 1-7 years 10,229.3 10,229.3
Resident Bonds (US$ LIBOR+1% 1983 18 years 950.0 755
Deuda PblicaNacional (U.S.$).......ccccvvvvrennne 1) 2006 10 years 1,075.3 1,075.3
Deuda PablicaNaciond (U.S.$) .......ccccevvrinnne @ 2007 12 years 2,149.0 2,149.0
Deuda PdblicaNacional (U.S.$)......cccoceuvivennee (@) 2009 8 years 1,458.7 1,458.7
24,067.7 23,193.2
Promissory NOES .......cccceuvieeeeeeieireeeieeesiennes Fixed 2003 198.3 0.2
Total Internal Direct Debt of the Republic............ 26,056.4 24,729.3
Internal Debt of Public Sector Entities Guaranteed
by the REPUBIIC ......vvveereveeeeeeeeeeeeee e 18 0.2
Total Internal Debt ..o 26,058.2 24,7295
Q) Rate set by Banco Central in accordance with the formula established by the decrees pursuant to which the bonds were issued.

Source:  Ministry of Finance.
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II. Venezuela' s Floating Internal Direct Debt (asof December 31, 2009)

| ssued Amount Outstanding Amount
Internal Direct Debt of the Republic Interest Rate Issuance Date Final Maturity (Millions of U.S.$) (Millions of U.S.$)
Treasury Bonds
(Letrasdd Tesoro)

Decreto 6607, Emision 71@............. @ Jan 2009 Less than 364 days 1,7209 1,486.5
1,720.9 1,486.5
Q) Rate set by Banco Central in accordance with the formula established by the decrees pursuant to which the bonds were issued.
) Funds deposited at Banco Central to pay outstanding balances not claimed by the holder.

Source:  Ministry of Finance.
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I11. Venezuela’'s Funded External Direct Debt (asof December 31, 2009)®

Interest Rate

Multilateral Organizations:

Inter-American Development Bank..........c.cccocoevnnnnicnennns Fixed
Fixed
Fixed
Fixed
Fixed
Fixed
Fixed
Fixed
Fixed
Fixed
Fixed
Variable
Fixed
Fixed
Variable

Corporacién Andinade FOmento..........ocovvevvevceeeeenenenenenns Variable
Varigble
Varigble
Varigble
Varigble

FIDA ot Variable

NIB ..ttt Variable
Variable

Bilateral Agencies:
Various Creditors
Various Creditors.
Various Creditors.
Various Creditors.
Various Creditors.
Various Creditors.
Various Creditors.
Various Creditors.
Various Creditors.
Various Creditors.
Various Creditors.
Various Creditors

Suppliersand Contractors:

Various Creditors..........eeveeereeereeeniseisiee e Variable
Various Creditors..........eeveeereeereeeniseisiee e Variable
Various Creditors..........ceeeeeeeeenieenieeesie s Variable
Various Creditors..........ceeeeeeeeenieenieeesie s Fixed

I ssue Date

1985-1991
1992

2008

1998-2005
2006
2007
2008
2009

2002-2005

1993
2003

2001
2005
1993
1993
1998
1999
2000
2001
2002
2003
2004
2009

1996
1998
2002
2002
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Principal Amount

Issued Amount Outstanding

(Millions of Amount

Original (Millions of

Final Maturity Currency Currency)® u.s$®
1996-2011 U.s$ 1,011.3 6.3
2000-2012 U.S$ 437.3 20.1
1999-2018 uU.s$ 605.3 289.2
2001-2014 uU.s$ 211.0 1132
2003-2015 uU.s$ 139.8 36.9
2004-2021 uU.s$ 52.0 34.7
2017-2020 uU.s$ 57.1 241
2003-2013 U.s$ 370.9 93.1
2004-2025 uU.s$ 120.0 86.6
2007-2021 uU.s$ 75.0 435
2006-2031 U.S$ 80.5 354
2008-2010 U.Ss$ 0.5 0.1
2009-2030 U.S$ 235 111
2007-2030 U.S$ 750.0 662.5
2009-2033 U.Ss$ 150.0 131
1,469.8

1999-2020 U.Ss$ 1,977.0 1,085.2
2007-2016 U.Ss$ 300.0 300.0
2008-2027 U.s$ 600.0 3274
2008-2018 U.s$ 75.0 70.2
2009-2027 U.s$ 339.0 8.0
1,790.8

2008-2010 SDR 20.2 6.3
6.3

2007-2013 U.S$ 60.00 24.0
2009-2018 U.S$ 2.78 25
26.5

2012-2032 EURO 10.0 14.4
2007-2015 YEN 13,496.1 107.6
1993-2018 U.S$ 81.5 49.3
1993-2015 U.Ss$ 196.4 75.8
1999-2010 U.s$ 24.2 15
2010-2030 U.S$ 66.4 66.4
2001-2012 U.s$ 83.6 6.6
2005-2014 U.S$ 107.5 51.0
2004-2011 U.s$ 31.7 74
2006-2020 U.s$ 252.9 160.9
2026-2045 uU.s$ 92.1 78.0
2010-2019 U.s$ 747.2 2945
9134

1997-2002 U.s$ 50.0 (5.6)
1999-2003 U.s$ 30.0 (5.1)
2003-2012 U.Ss$ 5.0 0.9
2003-2012 U.S$ 27.2 121
23



Commercial Banks:
Various Creditors

Various Creditors...
Various Creditors
Various Creditors
Various Creditors...
Various Creditors...
Various Creditors...
Various Creditors...
Various Creditors...
Various Creditors
Various Creditors
Various Creditors...
Various Creditors...
Various Creditors...
Various Creditors...
Various Creditors...
Various Creditors
Various Creditors
Various Creditors...
Various Creditors...
Various Creditors...
Various Creditors...
Various Creditors...
Various Creditors
Various Creditors
Various Creditors

Bonds:
Global Bonds - 9.375%........ccccevuvurureenees
Global Bonds - 7.00%.........ccceevererrennns
Global Bonds - 10.75%........ccccccvururureeneas

Global Bonds - 13.625%...
Global Bonds - 11.125%...
Global Bonds - 8.50%....
Global Bonds - 6.00%....
Global Bonds - 5.75%....

Global Bonds - 9.375%.........ooroo.
Globa Bonds - 7.00%..........ccccevevrvenenn

Global Bonds - 13.625% Callable...
Global Bonds - 7.65%..............
Global Bonds - 9.25%....

Global Bonds - 9.375%.........ooooo.

Global Bonds - 9%.........ccccuvuverrerennns

Global Bonds - 9.25%....
Global Bonds - 7.75%....

Global Bonds- 8.25%............o..

usD

FRN 2011

JPY FRN 2011

@ Debt. Classification by source of finance was adjusted according to the SIGADE system criteria.
@ Expressed in units of original currencies

® Debt incurred in curriencies other than U.S. Dollars at the respective exchange rates as of December 31, 2009.

Source: Ministry of Finance

Interest Rate

Variable

.. Variable

Variable
Fixed

.. Fixed
.. Fixed
.. Varigble
.. Fixed
.. Varigble

Variable
Fixed

.. Variable
.. Variable
.. Fixed
.. Variable
.. Fixed

Variable
Fixed

.. Variable
.. Fixed
.. Varigble
.. Fixed
.. Varigble

Fixed
Variable
Variable

9.25%
13.625%
11.125%
13.625%
5.375%
10.750%
7.000%
8.500%
9.375%
5.750%
7.000%
6.000%
7.650%
7.00%

9.00%

9.25%

7.750%
8.250%

LIBID + 1%
LIBOR +5.93%

I ssue Date

1998
1999
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Final Maturity Currency

1999-2009
1999-2011
2005-2014
2005-2017
2004-2012
2002-2010
2004-2012
2003-2016
2004-2016
2006-2016
2006-2010
1997-2010
1999-2012
2000-2013
2003-2011
2003-2011
2001-2015
2001-2011
2002-2015
2002-2013
2003-2016
2006-2011
2004-2015
2006-2011
2005-2017
2009-2012

CHF
CHF
CHF
EURO
EURO
EURO
EURO
EURO
EURO
EURO
uss
U.s$
U.ss$
U.s$
U.S$
U.s$
U.ss$
U.s$
U.ss$
uss
uss
uss
uss
uss
uss
uss

U.Ss$
U.s$
EURO
U.s$
U.Ss$
U.s$
U.Ss$
uss
uss
uss
EURO
uss
uss
uss

uss$

uss$
uss$
uss$
uss$
JPY

Principal Amount

Issued Amount Outstanding
(Millions of Amount
Original (Millions of
Currency)® u.s$®
121 -
31.4 24
14.7 10.9
25.8 232
245.3 84.9
126.3 10.6
3238 227.8
534 15.6
155.4 157.0
179 19.3
59.7 349
84.8 -
53.3 124
774 223
9.2 22
245 5.8
203.8 417
64.2 17
163.3 65.1
65.0 131
293.7 104.6
36.2 53
2139 104.9
43 14
264.8 76.1
575 44.5

- 1,087.4
4,000.0 3,998.0
752.8 752.8
344.3 494.2
300.0 300.0
1,500.0 1,490.0
1,559.0 1,539.5
1,000.0 1,000.0
1,500.0 1,498.0
1,500.0 1,489.0
1,500.1 1,500.1
1,000.0 1,310.0
1,500.1 1,500.1
1,599.8 1,597.8
1,250.0 1,250.0
2,000.0 2,000.0
2,496.0 2,496.0
2,496.0 2,496.0
1,000.0 1,000.0
17,9265 160.5
- 29,8718
35,168.2



REGISTRATION AND BOOK-ENTRY SYSTEM

The Bonds will be represented by one or more registered global notes (the “Global Bonds”), which will be deposited
with the Fiscal Agent, as custodian for DTC, and registered in the name of Cede & Co., asnominee of DTC. Until
October 4, 2010, the Bonds may not be offered, sold or delivered within the United States or to, or for the account or
benefit of, U.S. persons.

Solong as DTC, or its nomineg, is the registered owner or holder of a Global Bond, DTC or such nominee, as the
case may be, will be considered the sole owner or holder of the Bonds represented by such Global Bond for all
purposes under the Fiscal Agency Agreement and the Bonds (except with respect to the determination of Additional
Amounts owing). Payments of the principal, interest and Additional Amounts, if any, on the Global Bonds will be
madeto DTC, or Cede & Co. asits nominee, as the registered owner thereof. None of the Republic, the Fiscal
Agent or any paying agent will have any responsibility or liability for any aspect of the records relating to or
payments made on account of beneficial ownership interests in the Global Bonds or for maintaining, supervising or
reviewing any records relating to such beneficial ownership interests.

The Republic expectsthat DTC, or its nominee, upon receipt of any payment of principal, interest or Additional
Amounts, if any, in respect of a Global Bond representing any of the Bonds held by it or its nominee, will
immediately credit DTC Participants’ (as defined below) accounts with payments in amounts proportionate (except
with respect to Additional Amounts) to their respective beneficial interestsin the principal amount of such Global
Bond as shown on the records of DTC or its nominee. The Republic expects that payments by Euroclear and
Clearstream, Luxembourg to owners of beneficial interestsin such Global Bond will be governed by standing
instructions and customary practices, asis now the case with securities held for the accounts of customers registered
in the names of nominees for such customers. Such payments will be the responsibility of Euroclear and
Clearstream, L uxembourg.

Unless DTC notifies the Republic that it is unwilling or unable to continue as depositary for the Global Bonds or
ceases to be a“clearing agency” registered under the United States Securities Exchange Act of 1934, or an Event of
Default has occurred and is continuing, owners of beneficial interestsin a Global Bond will not be entitled to have
any portion of such Global Bond registered in their names, will not receive or be entitled to receive physical delivery
of the Bonds in certificated form and will not be considered to be the owners or holders of any Bonds under the
Fiscal Agency Agreement. In addition, no beneficial owner of an interest in a Global Bond will be able to transfer
that interest except in accordance with DTC' s applicable procedures (in addition to those under the Fiscal Agency
Agreement referred to herein and, if applicable, those of Euroclear and Clearstream, Luxembourg).

If DTCisat any time unwilling or unable to continue as a depositary or ceases to be a“clearing agency” as
described in the preceding paragraph and a successor depositary is not appointed by the Republic within 90 days
thereafter, or an Event of Default has occurred and is continuing, the Republic will issue certificates for the Bondsin
definitive registered form in exchange for the Global Bonds. The Bonds are not issuable in bearer form. The holder
of any definitive registered Bonds may transfer such Bonds as described above under “ Description of the Bonds—
Replacement, Exchange and Transfer”. The cost of preparing, printing, packaging and delivering the Bonds shall be
borne by the Republic.

Neither the Fiscal Agent nor any other transfer agent shall register the exchange of interestsin a Global Bond for
definitive Bonds for a period of 15 days preceding the due date for any payment of principal of or interest on the
Bonds.

A description of the certificated Bonds, and the procedures for transfer, exchange and replacement of certificated

Bonds, are contained in the Fiscal Agency Agreement, a copy of which isavailable at 60 Wall Street, 27" Floor, MS
NY C 60-2710, New York, New Y ork 10005.
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BANCO CENTRAL UNDERTAKING

The description of the Banco Central Undertaking in this section is a summary and is not complete. Becauseitis
only a summary, the description may not contain information that isimportant to you as a potential investor.
Therefore, you should read the Banco Central Undertaking in making your decision on whether to invest in the
Bonds.

Venezuela has irrevocably and unconditionally agreed that each payment to be made by Venezuela under the Bonds
shall be effected through Banco Central under an agreement referred to as the Banco Central Undertaking. For that
purpose, Venezuela has instructed Banco Central to:

e  execute and deliver an undertaking in favor of the Fiscal Agent, each paying agent and the holders of
the Bonds; and

e inaccordance with the terms of that undertaking, remit U.S. dollars in the amount of each payment of
principal and interest on the Bonds at the time and place designated for the Bonds.

In conjunction with the Banco Central Undertaking, Venezuela has irrevocably and unconditionally agreed to:

e deposit at Banco Central the Bolivares required for each payment prior to the date such payment is
required to be made; and

e deliver in atimely fashion to Banco Central the authorizations necessary for it to effect the required
conversions of Bolivaresinto U.S. dollars.

Venezuela has agreed that Venezuela' s deposit of funds with Banco Central shall not be deemed to constitute
payment to any holder of such Bonds of any amount payable to such holder. The law of the State of New Y ork will
govern the Banco Central Undertaking.

Once Venezuela deposits with Banco Central the Bolivares required for a payment due under the Bonds and
provides Banco Central with the authorizations necessary for it to convert the Bolivaresinto U.S. dollars, Banco
Central will have a separate and independent obligation to remit U.S. dollarsto the Fiscal Agent for payment to the
holders of the Bonds.

Banco Central has agreed that any legal proceeding against it or its properties, assets or revenues in connection with
aBanco Central Undertaking may be brought exclusively in: the Supreme Court of the State of New Y ork, County
of New Y ork; the United States District Court for the Southern District of New Y ork; the High Court of Justice,
England, the courts of Venezuela that sit in Caracas and, only in special circumstances described in the Banco
Central Undertaking, in another court that has jurisdiction or is otherwise competent to hear and determine the legal
proceeding. Banco Central hasirrevocably waived any objection which it now has or may later acquire to the laying
of venue in any of these courts and has also waived (to the extent it is permitted to do so by applicable law) any right
to claim that any of these courtsis an inconvenient forum.

Banco Central has agreed to waive and not claim any immunity from suit, from jurisdiction of the court and from
any other legal or judicial process or remedy, to which Banco Central or its revenues, assets or properties are
entitled, in any legal proceeding in one of the courts specified above with respect to a Banco Central Undertaking,
including immunity from post-judgment attachment and execution (but not from pre-judgment attachment and
except for certain processes and remedies more fully described in the Banco Central Undertaking).
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CLEARING AND SETTLEMENT

Transfers within DTC, Euroclear and Clearstream, Luxembourg will be in accordance with the usual rules and
operating procedures of the relevant system. Cross-market transfers between investors who hold or who will hold
Bonds through DTC and investors who hold or will hold Bonds through Euroclear and/or Clearstream, Luxembourg
will be effected in DTC through the respective depositaries of Euroclear and Clearstream, L uxembourg.

Upon the issuance of the Global Bonds, DTC or its custodian will credit, on itsinternal system, the respective
principal amount of the individual beneficial interests represented by such Global Bonds to the accounts of persons
who have accounts with DTC. Such accountsinitially will be designated by or on behalf of the Dealer Managers.
Ownership of beneficial interestsin a Global Bond islimited to persons who have accounts with DTC (“DTC
Participants’), including Euroclear and Clearstream, Luxembourg, or indirect DTC participants. Ownership of
beneficial interestsin the Global Bonds are shown on, and the transfer of that ownership may be effected only
through, records maintained by DTC or its nominee (with respect to interests of DTC Participants) and the records
of DTC Participants (with respect to interests of indirect DTC participants).

Euroclear and Clearstream, Luxembourg hold omnibus positions on behalf of their participants through customers’
securities accounts for Euroclear and Clearstream, Luxembourg on the books of their respective depositaries, which
in turn hold such positions in customers’ securities accounts in such depositaries’ names on the books of DTC.

Since the purchaser determines the place of delivery, it isimportant to establish at the time of the trade where both
the purchaser’ s and seller’s accounts are located to ensure that settlement can be made on the desired value date.
Although DTC, Euroclear and Clearstream, L uxembourg have agreed to the following proceduresin order to
facilitate transfers of interests in the Global Bonds among participants of DTC, Euroclear and Clearstream,
Luxembourg, they are under no obligation to perform or continue to perform such procedures, and such procedures
may be discontinued at any time. Neither the Republic nor the Fiscal Agent will have any responsibility for the
performance by DTC, Euroclear or Clearstream, Luxembourg or their respective participants or indirect participants
of their respective obligations under the rules and procedures governing their operations.

Trading between DTC Participants. Secondary market trading of Bonds represented by the Global Bonds between
DTC participants will trade in DTC's Same-Day Funds Settlement System and will therefore settle in same-day
funds.

Trading between Clearstream, Luxembourg and/or Euroclear participants. Secondary market trading between
Clearstream, L uxembourg participants and/or Euroclear participants will be settled using the procedures applicable
to conventional eurobonds in same-day funds.

Trading between DTC seller and Clearstream, Luxembourg or Euroclear purchaser. When interests are to be
transferred from the account of a DTC Participant to the account of a Clearstream, Luxembourg participant or a
Euroclear participant, the purchaser will send instructionsto Clearstream, Luxembourg or Euroclear through a
Clearstream, Luxembourg or Euroclear participant, as the case may be, at |east one business day prior to settlement.
Clearstream, Luxembourg or Euroclear will instruct its respective depositary to receive such interest against
payment. Payment will include interest accrued on such beneficial interest in the Global Bond from and including
the last interest payment date to and excluding the settlement date. Payment will then be made by the depositary to
the DTC Participant’ s account against delivery of the interest in the Global Bond. After settlement has been
completed, the interest will be credited to the respective clearing system, and by the clearing system, in accordance
with its usual procedures, to the Clearstream, Luxembourg participant’s or Euroclear participant’s account. The
securities credit will appear the next day (European time) and the cash debit will be back-valued to, and the interest
on the Global Bond will accrue from, the value date (which would be the preceding day when settlement occurred in
New York). If settlement is not completed on the intended value date (i.e., the trade fails), the Clearstream,
Luxembourg or Euroclear cash debit will be valued instead as of the actual settlement date.

Clearstream, L uxembourg participants and Euroclear participants will need to make available to the respective
clearing system the funds necessary to process same-day funds settlement. The most direct means of doing so isto
preposition funds for settlement either from cash on-hand or existing lines of credit, as such participants would for
any settlement occurring within Clearstream, Luxembourg or Euroclear. Under this approach, such participants may
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take on credit exposure to Clearstream, Luxembourg or Euroclear until the interests in the Global Bond are credited
to their accounts one day later.

Asan dternative, if Clearstream, Luxembourg or Euroclear has extended a line of credit to a Clearstream,
Luxembourg or Euroclear participant, as the case may be, such participant may elect not to preposition funds and
allow that credit line to be drawn upon to finance settlement. Under this procedure, Clearstream, L uxembourg
participants or Euroclear participants purchasing interestsin a Global Bond would incur overdraft charges for one
day, assuming they cleared the overdraft when the interests in the Global Bond were credited to their accounts.
However, interest on the Global Bond would accrue from the value date. Therefore, in many cases the investment
income on the interest in the Global Bond earned during that one-day period may substantially reduce or offset the
amount of such overdraft charges, although this result will depend on each participant’s particular cost of funds.

Since the settlement is taking place during New Y ork business hours, DTC Participants can employ their usual
procedures for transferring interestsin the Global Bond to the respective depositaries of Clearstream, Luxembourg
or Euroclear for the benefit of Clearstream, L uxembourg participants or Euroclear participants. The sale proceeds
will be available to the DTC seller on the settlement date. Thus, to the DTC Participants, a cross-market sale
transaction will settle no differently than a trade between two DTC participants.

Trading between Clearstream, Luxembourg or Euroclear seller and DTC purchaser. Due to time zone differences
in their favor, Clearstream, Luxembourg and Euroclear participants may employ their customary procedures for
transactionsin which interests in a Global Bond are to be transferred by the respective clearing system, through its
respective depositary, to a DTC Participant at least one business day prior to settlement. In these cases, Clearstream,
Luxembourg or Euroclear will instruct its respective depositary to deliver the interest in the Global Bond to the DTC
Participant’ s account against payment. Payment will include interest accrued on such beneficial interest in the
Globa Bond from and including the last interest payment date to and excluding the settlement date. The payment
will then be reflected in the account of the Clearstream, L uxembourg participant or Euroclear participant the
following day, and receipt of the cash proceeds in the Clearstream, L uxembourg or Euroclear participant’s account
would be back-valued to the value date (which would be the preceding day, when settlement occurred in New
York). Should the Clearstream, L uxembourg or Euroclear participant have aline of credit in its respective clearing
system and elect to be in debit in anticipation of receipt of the sale proceeds in its account, the back-valuation may
substantially reduce or offset any overdraft charges incurred over that one-day period. If settlement is not completed
on the intended value date (i.e., the trade fails), receipt of the cash proceeds in the Clearstream, L uxembourg or
Euroclear participant’s account would instead be valued as of the actual settlement date.

Theinformation in this section concerning DTC, Euroclear and Clearstream, Luxembourg and their book-entry
system has been obtained from sources the Republic believes to be reliable, and the Republic makes no
representation or warranty with respect thereto, other than that such information has been accurately extracted
and/or summarized from such sources.

Although DTC, Euroclear and Clearstream, L uxembourg have agreed to the foregoing procedures to facilitate
transfers of interests in the Global Bonds among participantsin DTC, Euroclear and Clearstream, Luxembourg, they
are under no obligation to perform or to continue to perform such procedures and such procedures may be
discontinued at any time. Neither the Republic nor the Fiscal Agent will have any responsibilities for the
performance by DTC, Euroclear or Clearstream, Luxembourg or their respective participants or indirect participants
of their respective obligations under the rules and procedures governing their operations.
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VENEZUELAN TAXATION
The following is a general description of certain Venezuelan tax aspects of the Bonds and does not purport to be a
comprehensive description of the tax aspects of the Bonds. Prospective purchasers should consult their tax advisors
as to the tax laws and the specific tax consequences of acquiring, holding and disposing of the Bonds.

Purchasers of Bonds may be required to pay stamp taxes and other charges in accordance with the laws and practices
of the country of purchase other than Venezuela.

Under existing laws and regulations in Venezuela, interest payments made in respect of the Bonds by the Republic
will not be subject to VVenezuelan income tax or other Venezuelan taxes.

Capital gains resulting from the sale or other disposition of the Bonds will not be subject to Venezuelan income or
other VVenezuelan taxes.
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NOTICE TO VENEZUELAN INVESTORS
General

The Republic has made the regulatory adjustments described in this section prior to the issuance of the Bondsin
order to facilitate the purchase of the Bonds by Venezuelan investors.

The Republic, through the Ministry of Finance and Banco Central, enacted Foreign Exchange Agreement No. 4,
dated July 22, 2003 (Convenio Cambiario No. 4), to allow the purchase in Venezuela of the Bonds in exchange for
Bolivares at the official exchange rate, currently at Bs.4.30 = U.S.$1.00. Foreign Exchange Agreement No. 4
authorized the primary purchase of Public External Indebtedness of the Republic by payment in Bolivares. In
accordance with the provisions of Article 3 of Foreign Exchange Agreement No. 4, secondary market sales and
purchases of Bonds in Bolivares may not take place without the authorization of Banco Central, which it may grant
at its discretion.

The Republic, through the Ministry of Finance and Banco Central, enacted Foreign Exchange Agreement No. 18,
dated June 1, 2010 (Convenio Cambiario No. 18), under which Banco Central is vested with the authority to regulate
the transaction in Bolivares of securities denominated in foreign currency issued or to be issued by the Republic and
other entities owned directly or indirectly by the Republic.

On June 10, 2010, Banco Central’s Board of Directors enacted Resolution 10-06-02, which created Banco Central’s
SICOTME (System for the Placement of Bonds Denominated in Foreign Currency), pursuant to which theinitial
placement of the Republic’s securities in exchange for Bolivares must be made.

Pursuant to the Convocatoria published by the Ministry of Finance on August 9, 2010, up to 50% of the aggregate
principal amount of the Bonds will beinitially allocated by the Ministry of Finance to productive entitiesin
Venezuelain the food and health sectors and those that are engaged in the importation of capital goods.

Payment for the Bondson Initial Issuance

Investorsin Venezuela may purchase and pay for Bonds in Bolivares at the official exchange rate of Bs.4.30 =
U.S.$1.00. Purchases must be made by or through afinancial institution that is regulated by the Venezuelan
Banking Superintendent (Superintendencia de Bancos y Otras Instituciones Financieras) or financial institutions
that have been established by the Republic, that has an account at Banco Central by instructing Banco Central to
debit the institution’s account in Bolivares in an amount equal to the purchase price of the Bonds at the official
exchange rate.
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DEALER MANAGERS

The Republic has entered into a Dealer Manager Agreement dated as of August 9, 2010 with Credit Suisse
Securities (Europe) Limited and Deutsche Bank Securities Inc. (collectively, the “Dealer Managers') pursuant to
which the Republic (a) has retained the Dealer Managers to act on behalf of the Republic as dealer managersin
connection with the offering of the Bonds, (b) has paid the Dealer Managers a fee equal to 0.25% of the aggregate
principal amount of the Bonds, and (c) has agreed to indemnify the Dealer Managers against certain liabilities,
including liabilities under the Securities Act.

The Bonds have not been, and will not be, registered under the Securities Act and may not be offered or sold in the
United States or to, or for the account or benefit of, U.S. persons unless an exemption from the registration
requirements of the Securities Act is available. The Dealer Managers have agreed to solicit offers for the Bonds only
in offshore transactions in reliance on Regulation S under the Securities Act. Each of the Dealer Managers has
agreed that neither it nor any of its affiliates nor any person acting on its behalf would make any directed selling
effortsin the United States. Terms used in this paragraph have the meanings given to them by Regulation S.

For the period of 40 days after the settlement date, any offer or sale of the Bonds within the United States by any
dealer (whether or not participating in the offering of the Bonds) may violate the registration requirements of the
Securities Act.

The Dealer Managers and certain of their affiliates have engaged in transactions with and performed various
banking and investment banking and other services for the Republic and may continue to do so from timeto timein
the future.

No action has been or will be taken in any jurisdiction by the Republic or either of the Dealer Managers that would

permit a public offering of the Bonds, or possession or distribution of this Listing Memorandum or any other
offering material, in any country or jurisdiction where action for that purpose is required.
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VALIDITY OF THE BONDS

The validity of the Bonds will be passed upon for Venezuela by Ramos Ferreiray Vera, S.C., Venezuelan counsdl to
the Republic, and by Arnold & Porter LLP, New York, New Y ork, United States counsel to Venezuela, and for the
Dealer Managers by Shearman & Sterling LLP, New Y ork, New Y ork, United States counsel to the Dealer
Managers, and by D’ Empaire Reyna Abogados, Venezuelan counsel to the Dealer Managers. Asto all matters of
Venezuelan law, Arnold & Porter LLP may rely on the opinion of Ramos Ferreiray Vera, S.C. and Shearman &
Sterling LLP may rely on the opinion of D’ Empaire Reyna Abogados. Asto all matters of United States law,
Ramos Ferreiray Vera, S.C. may rely on the opinion of Arnold & Porter LLP and D’ Empaire Reyna Abogados may
rely on the opinion of Shearman & Sterling LLP.

GENERAL INFORMATION
Due Authorization

The creation and issuance of the Bonds was authorized pursuant to the Organic Law of the Financial Administration
of the Public Sector, the approvals of the Permanent Finance Committee of the Venezuelan National Assembly N°
CPF-EXT- N° 1482 and CPF-EXT- N° 1479, dated March 3, 2010, the President of the Republic’'s Agenda Item
Approvals N° 062 and 063, dated March 18, 2010, the opinions of Banco Central N° VON/GOM-115 and N°
VON/GOM 113, dated March 2, 2010 and by the approvals of the President of the Republic in consultation with the
Council of Ministers (Consegjo de Ministros) N° 6272 and 6273, dated March 23, 2010. Banco Central’s
participation in the transaction has been authorized by the Board of Directors of Banco Central on August 17, 2010.

Listing and Listing Agent

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. For so long as the Bonds are listed on the Official List of the Exchange, notices will
be published in aleading newspaper having general circulation in Luxembourg (which is expected to be
Luxemburger Wort) or by publication on the website of the Exchange at http://www.bourse.lu.

The Luxembourg listing agent, from whom copies of the Listing Memorandum, the Fiscal Agency Agreement, the
Dealer Manager Agreement and the Banco Central Undertaking may be obtained in Luxembourg, is Deutsche Bank
Luxembourg S.A., 2 Boulevard Konrad Adenauer, 1115 Luxembourg.

Except as disclosed in this Listing Memorandum, there has been no material adverse change in the fiscal, economic
or political condition or affairs of the Republic since December 31, 2009 which is material in the context of the issue
of the Bonds.

Litigation

Except as described herein, neither the Republic nor any Governmental Agency of the Republic isinvolved in any
litigation or arbitration or administrative proceedings relative to claims or amounts that are material in the context of
the issuance of the Bonds and that would materially and adversely affect the Republic’s ability to meet its
obligations under the Bonds and the Fiscal Agency Agreement with respect to the Bonds. No such litigation or
arbitration or administrative proceedings are pending or, so far as the Republic is aware, threatened.

Documents Relating to the Bonds
Copies of the Fiscal Agency Agreement and the form of bond may be inspected during normal business hours on
any day, except Saturdays, Sundays and public holidays, at the offices of the Fiscal Agent and, if and so long as the

Bonds are listed on the Official List of the Exchange, the Luxembourg paying agent and transfer agent specified on
the inside back cover of this Listing Memorandum.
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Where You Can Find Additional I nfor mation

The Securities and Exchange Commission (“SEC”) maintains an Internet site (www.sec.gov) that contains reports
and other information regarding issuers that file electronically with the SEC. Copies of reports and information filed
with the SEC by the Republic, including its annual report on Form 18-K for the fiscal year ended December 31,
2008, will be available free of charge at the office of the Luxembourg Listing Agent. Copies of the Fiscal Agency
Agreement together with the form of global bond are also available free of charge at the office of the Luxembourg
Listing Agent.

Clearing

The Bonds have been accepted into DTC's book-entry settlement system. The Bonds have been accepted for
clearance through Euroclear and Clearstream, Luxembourg.

Cusip ISIN Common Code
P17625 AC1 USP17625AC16 053359132
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