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In brief

What happened?

A reform of the Venezuelan Master Hydrocarbons Law was published in Extraordinary Official Gazette No. 6,978
on January 29, 2026 (the Reform). The Reform was approved by the Venezuelan National Assembly, and signed
into law by Interim President Delcy Rodriguez, thereby adopting changes to the regulatory and operational
framework for the hydrocarbons sector, along with selected tax changes.

As interest increases, investors are revisiting Venezuela’s legal and tax framework to better understand the
applicable tax burden, compliance obligations, cash repatriation considerations, and structuring alternatives.

Why is it relevant?

Venezuela historically has applied a complex, multi-layered tax system, characterized by high statutory rates,
industry-specific regimes, and extensive production- and price-based levies. The cumulative effect of income tax,
royalties, windfall taxes, and indirect taxes could materially affect project economics and cash flows in the oil sector.
The Reform is expected to affect how investments are structured and operated, as well as project economics.

Actions to consider

Multinational groups considering investments or transactions involving Venezuela should reevaluate their potential
structures and assumptions in light of the revised tax framework. Companies should continue to monitor legislative
and regulatory developments, as business associations pursue additional tax changes. Given the potential impact of
tax costs, tax functions should seek early alignment with C-suite stakeholders to support informed investment
decisions.
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In detail

Changes for hydrocarbons activities

The Reform increased operational flexibility and private-sector participation, while preserving strategic state
control. Key measures include expanded contractual participation of private Venezuelan companies in primary
hydrocarbons activities (including the introduction of Production Sharing Contracts), greater operational flexibility
for minority shareholders of oil joint ventures (JVs), the ability to open and manage bank accounts in any currency
and jurisdiction, streamlined approval processes, enhanced dispute-resolution mechanisms, and the ability for
operators to directly commercialize output under certain circumstances.

The Reform also introduced select changes to the tax legal framework applicable to oil activities, as described below.
No other tax measures were incorporated. For instance, the Reform does not change the Value Added Tax (VAT)
regime applicable to the importation of equipment and services and the sale of goods and services. As exports of
hydrocarbons and related products are subject to a 0% rate (including JV oil sales to the state-owned national
company), VAT still constitutes a cost, i.e., the input VAT is not recoverable.

Royalties

Under the Reform, the state retains the right to receive royalties based on volume of hydrocarbons extracted and
not reinjected, subject to a cap of 30%. The applicable rate will be determined by the Executive Branch for each
project, based on project-specific economic considerations.

Integrated hydrocarbons tax

The Reform introduced an integrated hydrocarbons tax (production tax), calculated on gross monthly revenue at a
rate of up to 15%. The rate may be adjusted on a project-specific basis at the discretion of the National Government.
This tax replaces and eliminates several taxes contained in the previous law, as follows:

e Surface tax - imposed on undeveloped concession areas at 100 Tax Units (approximately USD 12) per
square kilometer per year (or fraction thereof) not under development, increasing by 2% annually during
the first five years and 5% thereafter.

e  Self-consumption tax — levied at a 10% rate on the value of hydrocarbon by-products produced and
consumed as fuel in wholly owned operations, based on the end-consumer price.

e Extraction tax - equal to one-third of the value of hydrocarbons extracted, based on a statutory tax base.

e Export registration tax — imposed at a 0.1% rate on the value of exported liquid hydrocarbons based on
their sale price.

e Special contribution for extraordinary and exorbitant prices in the international hydrocarbon market —
applied at progressive marginal rates, which could reach up to approximately 95% on pricing exceeding
specified thresholds.

Tax and contribution exemptions

The Reform exempts public and private oil field operators from state and municipal taxes, as well as from the social
responsibility contribution contained in the Public Procurement Law. These taxpayers now also are exempt from
the following taxes and contributions:
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e  Wealth Tax — levied at a 0.25% rate on net worth. A tax exemption could be provided to oil JVs by special
law.

e Special contribution under the Master Law on Science, Technology and Innovation —imposed at up to 1% of
gross income from hydrocarbon activities.

e Special contribution under the Master Law on Sport, Physical Activity and Physical Education — imposed at
1% of net or accounting profit, subject to statutory thresholds.

e Special contribution under the Master Law on Drugs — imposed at a 1% rate on operating profit of entities
with 50 or more employees.

e Contribution under the Law on the Protection of Social Security Pensions — imposed at a 9% rate on total
employee remuneration.

Reduction of rates or percentages

The Reform allows the Executive Branch, through the Ministry of Finance and in consultation with the Ministry of
Hydrocarbons, to reduce the 50% income tax rate, the 15% integrated hydrocarbons tax rate, and royalty rates
imposed on an oil project, provided that reduction is necessary to guarantee the project’s economic balance. Any
reduction of the income tax rate is expected to be aligned with a corresponding reduction of the dividend
withholding tax rate. Companies should closely monitor and analyze the rates being applied to projects.

State-owned companies as withholding or collecting agents

State-owned companies, or their subsidiaries, will act as withholding or collection agents for royalties and the
Integrated Hydrocarbons Tax arising from contracts for the development of primary activities.

Entry into force

The Reform is effective as of its publication in the Venezuelan Official Gazette.
The new royalty and tax regime will enter into force 60 days after enactment of the Reform.

Within 180 days of entry into force, the Ministry of Hydrocarbons will evaluate all oil joint venture entities
incorporated before the Reform and may approve measures to align them with the new framework. The previous
tax regime will continue to apply during this transition period. Likewise, and within this timeframe, all Production
Sharing Contracts entered into under provisions of the Anti-Blockade Law must adjust to the Reform. Under no
circumstance should this adjustment worsen previous contractual conditions.

Within 30 days of enactment, the Ministry of Hydrocarbons will issue all provisions regulating the assessment,
filing, compliance, and payment of the new Hydrocarbons Integrated Tax.

Tax enforcement

The Reform allows the use of mediation and arbitration to resolve disputes arising from contracts for regulated
activities, without prejudice to the parties’ right to resort to national courts. However, it is unclear whether these
changes apply to tax audit and controversy procedures. Note that the Office of Foreign Assets Control notice issued
by the United States related to Venezuela indicates that the United States will be the court of jurisdiction.

Treaty network

Venezuela has an existing tax treaty network with approximately 32 countries, including Spain, France, Italy,
Portugal, Netherlands, Switzerland, Canada, China, Russia, Mexico, Brazil, the United Kingdom, and the United
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States. These treaties may provide reduced withholding tax rates on dividends, interest, and royalties, subject to
satisfaction of treaty eligibility, beneficial ownership, and substance requirements.

In practice, treaty benefits are closely scrutinized by the Venezuelan tax authorities, and access to relief may be
limited by administrative and enforcement considerations.

Moreover, not all of Venezuela’s treaty partners have investment protection agreements in place. In particular, the
United States does not have a bilateral investment protection treaty with Venezuela.

As aresult, tax treaty protection and investment protection should be analyzed in parallel when considering
structuring investments and operations in Venezuela, as tax treaties alone do not provide protections against
expropriation, nationalization, or other non-tax investment risks. The Reform did not introduce changes in this
regard.

Pillar Two

Venezuela is not an OECD member and has not implemented any Pillar Two (global minimum tax) legislation.
While OECD concepts are sometimes applied in practice, particularly in transfer pricing and substance reviews,
there is currently no domestic framework adopting Pillar Two rules. The Reform did not introduce changes in this
regard.

Let’s talk

For a deeper discussion of how Venezuela’s tax changes might affect your business, please contact:

US Energy, Utilities & Resources

Bret Oliver, Houston Niloufar Molavi, Houston
US Energy, Utilities & Resources Tax Leader Global Oil & Gas Leader
(832) 724-2760 (713) 858-6521
bret.oliver@pwe.com niloufar.molavi@pwc.com

International Tax Services (Latin American Tax Group), New York

Maria Bel, New York Luis Vargas, New York Camila Silva, New York
Principal Principal Director

(646) 637-2461 (347) 325-4171 (646) 704-4849
maria.j.bel@pwec.com maximo.l.vargas@pwc.com camila.silva.jimenez@pwc.com

PwC Venezuela

Jose Javier Garcia, Caracas Anna Rita Restaino, Caracas
Tax and Legal Services Leading Partner Tax Acting Partner

+58 212 700 6083 +58 212 700 6217
jose.j.garcia@pwc.com anna.restaino@pwc.com
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