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Here is our monthly summary of recent economic developments in Venezuela:

The Nicolas Maduro government is preparing to once again slash zeros from the national
currency in an attempt to simplify daily transactions, which sometimes barely fit on a calculator
or require swiping a debit card several times to complete a purchase. The Central Bank of
Venezuela (BCV) plans to cut six zeros from the bolivar as early as August. That means that
one U.S. dollar would trade for $3.2 million bolivares soberanos instead of the current
$3,246,320 holivares soberanos.

With this new reconversion in a little more than a decade, the BCV will have eliminated 14 zeros
from the bolivar soberano, which means that one bolivar soberano in 2008 would have been
equal to $100 quintillion, as of August 2021. Companies have desperately awaited this due

to the severe operational consequences derived from the digit overflow in the system.

On the other hand, the Superintendency of Banking Sector Institutions of Venezuela
(SUDEBAN) published in Resolution No. 001-21 in Official Gazette No. 42,151, dated June 17,
2021, establishing the "Norms That Regulate Financial Technology Services (FinTech)". The
purpose of this Resolution is to regulate financial services provided through new technologies
offered by the Financial Technology Institutions (FinTech), which are aimed at delivering
technology-enabled financial solutions, involving all financial services companies that use
advanced technological processes and systems to be able to offer innovative products and
services under business models. See related article, "SUDEBAN Issues Rules Regulating
Financial Technology Services (FinTech)."

Financing activities of economic activity continue to lag, both in the banking and capital markets.
At the same time, the BCV is still trapped in the dilemma of mitigating inflation without
aggravating the recession. The liquidity stringency has affected both bank credit and private
fixed-income securities market to the detriment of economic activity financing. According to
SUDEBAN's monthly bulletins, the credit intermediation ratio gave way to a sustained fall since
January 2021 and it worsened through the first half of June. This reflects the disincentive that
the indexation of bank credit to changes in the dollar price represents banks and debtors. It also
demonstrates the detour of part of the demand for credit toward foreign currency indebtedness
by a small number of companies with access to this source of financing. The limitations faced
by the Venezuelan banking system when lending, and the cost environment in which domestic
banks operate, make bolivar loans more onerous than dollar loans granted by foreign banks.

In this regard, the private fixed-income market has grown appreciably since 2019, although its
size is still very small, equivalent to barely 1 percent of the banking credit portfolio. In addition,
the notable streamlining of authorizations by the National Securities Superintendency
(SUNAVAL) has served to attract funds to companies and small and medium-sized enterprises
(SMEs), patrticularly this year. However, beyond any consideration on the issuer risk ratings,
the evolution of this market also shows that liquidity in the economy is insufficient to achieve the
rapid placement of securities once they go public. Proof of this was a recent performance when
only 49 percent of the securities offered were placed.
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¢ In the oil sector, OPEC's monthly report for June revealed that the absence of official
information on Venezuelan oil production in April was due to a delay in delivering the figures.
The situation reflected in the figures according to direct communications (official statement) is
that Venezuelan production fell to 452,000 barrels per day or bpd (down 22 percent) in April and
rose in May to 582,000 bpd (up 29 percent). A secondary source attests to a much less intense
drop in April, with a production of 485,000 bpd (down 8 percent in the month), and also a less
pronounced recovery in May to 531,000 bpd (up 9 percent). In summary, according to the
Venezuelan government, April-May production averaged 517,000 bpd, and according to
secondary sources, it averaged 508,000 bpd.

o Regarding the vaccination process, the government detailed that more than 2 million
Venezuelans have been vaccinated, representing 11 percent of the population. However, on
July 4, 2021, the president publicly denounced the delay in delivering the vaccine doses already
paid for by the COVAX program. In response, the GAVI Foundation, which coordinates with the
World Health Organization (WHO) the distribution of antivirus vaccines in the COVAX program,
assured that it is trying to solve the delivery of doses to Venezuela. In April, the government had
announced that it would acquire more than 11 million vaccines through this mechanism to
immunize the Venezuelan population.

e OnJune 18, 2021, Bloomberg journalist Erik Schatzker interviewed President Nicolas Maduro
at the Miraflores Palace, the first interview granted by the Venezuelan president to a U.S.
media outlet since Democrat Joe Biden assumed the presidency of the United States. The
most important topics of the interview revolved around the new Biden government, the dialogue
process supported by Norway, the economic evolution of the country in recent years, and
United States' policy of unilateral "sanctions," which has caused the forced interruption
of the Venezuelan state's social coverage in strategic areas such as food and health.

Learn more about our Venezuela Focus Team.

Information contained in this newsletter is for the general education and knowledge of our readers. It is not designed to be, and should
not be used as, the sole source of information when analyzing and resolving a legal problem, and it should not be substituted for legal
advice, which relies on a specific factual analysis. Moreover, the laws of each jurisdiction are different and are constantly changing.
This information is not intended to create, and receipt of it does not constitute, an attorney-client relationship. If you have specific
questions regarding a particular fact situation, we urge you to consult the authors of this publication, your Holland & Knight
representative or other competent legal counsel.
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SUDEBAN Issues Rules Regulating Financial Technology
Services (FinTech)

By Tinoco Travieso Planchart & Nuiiez and Holland & Knight

The Superintendency of Banking Sector Institutions (SUDEBAN) issued in Resolution No. 001-21
of the Official Gazette No. 42,151 of the Bolivarian Republic of Venezuela of June 17, 2021, the
"Rules that regulate financial technology services (FinTech)." As follows, its most relevant aspects:

Purpose: To regulate the financial services provided through new technologies offered by Financial
Technology Institutions in any of their modalities to banking sector institutions, as well as their
organization, operation and functioning.

End: To promote the principles of financial inclusion and innovation, promotion of competition,
protection of bank users, preservation of financial stability, prevention of money laundering operations,
financing of terrorism and the proliferation of weapons of mass destruction.

Organization and Operation: To operate, Financial Technology Institutions of the Banking Sector
(ITFB) must request authorization issued by SUDEBAN, subject to the binding opinion of the Higher
National Financial System Body (OSFIN). These institutions must comply with the following
requirements:

e constitute as joint stock corporations with registered shares of the same class and include
in their corporate name the initials: ITFB

e be constituted by a minimum of five shareholders

e ts corporate purpose must be linked to the performance of financial services provided through
new technologies

e be domiciled in the national territory

e comply with the minimum equity established by SUDEBAN, which must be paid in full in cash
and adjusted annually

Start of Operations: ITFBs that have been authorized must commence operations within 120 banking
business days following their authorization. If necessary, before the expiration of said term, they may
request a single extension of 90 additional business days, which SUDEBAN will evaluate. Failure to
comply with the established term will result in the termination of the operating authorization.

Authorized Activities: The authorization will state the activities that the ITFB may carry out. However,
a new authorization may be requested if approval is needed for other types of activities. Provided that
the activities are in line with the bylaws, and they have a suitable corporate structure, necessary
infrastructure and internal controls to carry out the intended activities.

Approved Financial Services: ITFBs may offer the following financial services:
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1. Payment and Money Storage Products: These services include automated savings services
from user accounts to a new account; automated savings in social networks from user accounts
to a peer-to-peer (P2P) platform; mobile payments; credit card payments through application
programming interfaces (APIs); prepaid virtual cards; payment gateways, among others.

2. Products Within Banking Institutions: These services include bank account openings
through new technologies; multiplatform banking solutions; use of free domain statistical
data for financial purposes; FinTech and banking institution connection platforms; user voice
authentication; automated interaction of financial users; compliance software; and risk
management solutions.

3. New Business Models: These services include a) integration of social networks-payments-
finance-retail; and b) banking.

Additional Duties of ITFBs: ITFBs shall develop and maintain:

1. Organization manuals and function descriptions of the risk control, internal control, policies
and procedures for the warranty, treasury, commissions, investments, technology, information
confidentiality, human resources departments and positions, among others.

2. Standards, policies and procedure manuals for the treasury, investment, technology, information
confidentiality, human resources, accounting, administration y user protection departments,
among others.

3. Manuals for the prevention of money laundering, financing of terrorism and financing of the
proliferation of weapons of mass destruction.

The ITFBs authorized to carry out activities termed payment and money storage products and new
business models must have a Comprehensive Risk Management Unit, as well as a unit for preventing
money laundering, financing of terrorism and financing of the proliferation of weapons mass
destruction.

Constitution of Surety Bond: The institutions must constitute and maintain a surety bond for faithful
compliance that may not be less than the equivalent of 20,000 euros (approximately $23,700) under
the exchange rate published by the Central Bank of Venezuela (BCV) at that date, issued by a banking
institution or an insurance company as determined by SUDEBAN through general rules, to guarantee
the activities it performs. SUDEBAN will periodically review the amount of the aforementioned
guarantee and will require, if necessary, its substitution and extension.

Obligations of ITFBs: Some of the obligations to be fulfilled by ITFBs, without prejudice to the other
responsibilities and obligations established throughout the regulations, are the following:

1. Perform permanent monitoring activities and availability of services provided to customers.
2. Maintain a chronological record of the transactions or operations carried out through its

technological platform, allowing the identification of the origin and destination of the funds,
date, time, internet protocol (IP) address and user.
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3. Maintain technological contingency plans that ensure the continuity of operations supported
by the technological platform in the event of severe service interruptions, which are periodically
reviewed, updated and tested, among others.

Regulation, Inspection and Surveillance: The ITFBs must make the corresponding adjustments to
comply with the regulations issued by SUDEBAN that apply to them according to the type of activities
they carry out. In this sense, they must comply with the regulations related to the adequate risk
administration, in regard to the establishment of mechanisms for the evaluation, management and
mitigation of both implicit and eventual risks.

Cessation of Activities: In case of cessation of activities, the ITFB must request authorization at least
90 continuous days before the date it intends to carry out the definitive cessation, and must indicate in
the request the estimated closure date, justification for the closure, plan for disposal of its assets and
liabilities, number of clients it maintains, means of communication to be adopted by the ITFB, among
others. SUDEBAN will have 30 banking business days to issue its response (extendable for 30 more
days). On the other hand, the SUDEBAN will approve suspension or revocation cases after being
analyzed by the OSFIN in the cases mentioned in Articles 39 and 40 of the Resolution.

Suspension and Revocation of Authorization: SUDEBAN may suspend, subject to the binding
opinion of the OSFIN, the ITFB authorization in the following cases:

a. failure to submit the documentation and/or information requested by SUDEBAN within the
indicated term

b. failure to comply with the necessary requirements to carry out the authorized operations

or activities

false information is submitted in connection with its registration or activities

putting at risk customer resources or operation of the financial system

a suspension order or partial limitation of its activities

unauthorized activities are carried out

failure to comply with the provisions set forth in the Resolution and other regulations governing

the matter

@mooao

Effective Date: These Rules regulating financial technology services (FinTech) were enforced as
of June 17, 2021, with the publication of Resolution SUDEBAN No. 001-21. The publication of the
rules also established the transitory provision that companies that carry out the activities indicated
in this Resolution must adapt to these rules within a term of 90 continuous banking days as of the
aforementioned date.

Learn more about our Venezuela Focus Team.

Information contained in this newsletter is for the general education and knowledge of our readers. It is not designed to be, and should
not be used as, the sole source of information when analyzing and resolving a legal problem, and it should not be substituted for legal
advice, which relies on a specific factual analysis. Moreover, the laws of each jurisdiction are different and are constantly changing.
This information is not intended to create, and receipt of it does not constitute, an attorney-client relationship. If you have specific
questions regarding a particular fact situation, we urge you to consult the authors of this publication, your Holland & Knight
representative or other competent legal counsel..
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