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Venezuela: Tax Aspects of the OLH Regulatory Framework

The OLH Regulations and Administrative Rulings established key provisions regarding the assessment, filing, and payment
of the integrated hydrocarbons tax.
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In brief

On 7 July 2026, Decree No. 5,381 was published in Official Gazette No. 7,052
Extraordinary, enacting the Regulations of the Organic Law on Hydrocarbons (“OLH
Regulations”)! . The OLH Regulations govern the main aspects of the integrated
hydrocarbons tax established in Article 55 of the Organic Law on Hydrocarbons In detail
(OLH)?, as well as the payment of royalties, established in Article 51 thereof.
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Additionally, on the same date, the Ministry of the People’s Power for Hydrocarbons

(“Ministry”) published Administrative Ruling No. 002/2026, which established the

rules for the assessment, filing, and payment of the integrated hydrocarbons tax for public or private legal entities engaged in
upgrading, refining, industrial processing, and marketing activities, as well as specialized oil services (“Administrative Ruling
002")% ; and Administrative Ruling No. 024/2026, which established the rules for the assessment, filing, and payment of royalties
and the integrated hydrocarbons tax, applicable to public or private legal entities engaged in primary activities within the scope of
the OLH (“Administrative Ruling 024”)* (jointly, “Administrative Rulings”).

Finally, the OLH Regulations entered into force on 7 July 2026, as provided in their second final provision. Similarly, Administrative
Ruling 002 and Administrative Ruling 024 entered into force on the same date, in accordance with Articles 30 and 42, respectively.

In detail

Pursuant to Article 51 of the OLH, the State is entitled to up to 30% of the volumes of hydrocarbons extracted and not reinjected
from any oilfield, as a royalty. However, pursuant to the same provision, the royalty rates applicable to each project would be
established subsequently by the Ministry.

Similarly, Article 55 of the OLH established the creation of the integrated hydrocarbons tax, to which all public and private legal
entities engaged in activities regulated by the OLH are subject. The tax base is comprised of the total due and payable gross
revenue monthly by the taxpayers. However, as with royalties, the OLH stipulates that the tax rate, its assessment, and payment
would be regulated by the Ministry.

" Decree No. 5,381, enacting the Regulations of the Organic Law on Hydrocarbons, published in the Official Gazette No. 7,052
Extaordinary, of 7 July 2026.

2 Law Amending the Organic Law on Hydrocarbons, published in the Official Gazette No. 6,978 Extraordinary of 29 January 2026.
3 Administrative Ruling No. 002/2026, which establishes the rules for the assessment, filing, and payment of the Integrated
Hydrocarbons Tax, applicable to upgrading, refining, industrial processing, and marketing activities, as well as to specialized
petroleum services, published in the Official Gazette No. 43,410 of 7 July 2026.

4 Administrative Ruling No. 024/2026, which establishes the rules for the assessment, filing, and payment of the Royalty and the

Integrated Hydrocarbons Tax, applicable to public or private legal entities engaged in primary activities within the scope of the
Organic Law on Hydrocarbons, published in the Official Gazette No. 43,410 of 7 July 2026.
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Based on the abovementioned parameters, the OLH Regulations developed the detailed guidelines set forth in the OLH,
highlighting the following points:

. Taxpayers

Pursuant to Article 42, the OLH Regulations establish that operating companies engaged in primary liquid hydrocarbon activities, as
well as the extraction of associated gas, are subject to the payment of royalties and shall be taxpayers of the integrated
hydrocarbon tax.

. Tax rate

The OLH Regulations establish an aggregate tax rate that includes the royalty and the integrated hydrocarbons tax. In this regard,
the establishment of the tax rate is subject to review by the Ministry of the business plan proposed by the operating company. This
approach entails certain complications, since, as it is a combined rate, the individual rates for royalties and the tax are not entirely
clear on a separate basis.

Notwithstanding the foregoing, Article 43 of the OLH Regulations sets forth a table with the aggregate tax rate by project type,
as follows:

Project type Aggregate rate (royalty + IIH)
Undeveloped Fields (Greenfield) 20%
Extra_-heavy oil fields (Diluted Crude Oil (DCO)/Supplementary 25%
Floating Market Exchange Rate System (DICOM)/Enhanced)
Developed (Brownfield) fields not in production 30%
Developed (Brownfield) fields in production 35%

In addition, the OLH Regulations determine that, for offshore projects, the rate will be up to five percentage points lower than the
rates set forth in the table, depending on the project; furthermore, they specify that if the project requires the construction or
expansion of crude oil processing, upgrading, or refining plants, the rate will also be up to five percentage points lower, depending
on the project.

Article 44 of the OLH Regulations establishes that the specific royalty and integrated tax rates will be set following a favorable
opinion from the competent Ministry of Finance and incorporated into the contract, decree, or Administrative Ruling setting forth the
terms, as applicable.

The OLH Regulations also include that the established rates may be modified in the event of legal, fiscal, regulatory, or contractual
changes that affect the project’'s economic balance. To that end, the operating company must submit a request to the Ministry,
along with a technical-economic assessment supporting said request.

. Income tax

Article 45 of the OLH Regulations provides that, where it is evidenced that the project’s economic balance requires a reduction of
the applicable income tax rate, the Ministry must submit a formal request to the ministry responsible for finance for its processing.
Such request must specify the nature of the project, the assigned royalty and integrated hydrocarbons tax rates, and the supporting
calculations.

In addition to the above, greenfield projects will have an assigned corporate income tax rate of 34% — instead of the 50%
established in the Income Tax Law® — and will also have the option to apply accelerated depreciation methods for up to seven
years.

. Methods of payment

Hydrocarbon royalties and the integrated tax may be paid in kind or in cash, in whole or in part. When advance payments or
payments under the relevant returns are made in cash, they must be made within five business days following notification, and the
corresponding amount must be stated in legal tender (i.e., VEB) and its equivalent in the functional currency. Conversely, if the
Ministry decides to collect advance payments or payments under the relevant returns, in whole or in part, in kind for a specified

5 Law on the Partial Reform of the Decree with the Force of Law on Income Tax, published in the Official Gazette No. 6,210
(Extraordinary Edition) of December 30 2015.
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period, it must notify the operating company in writing when approving the Annual Marketing Plan to be submitted by the company.
In such cases, the value of the product delivered in kind must be determined based on the price applicable in the month in which
the obligation arose, using the monthly royalty settlement price as a reference.

. Penalties

Pursuant to Article 118 of the OLH Regulations, the Ministry may revoke an operating company’s authorization to conduct primary
activities on several grounds, including the failure to pay tax obligations or special benefits within the prescribed period.

Against this background, the most relevant aspects of the Administrative Rulings are summarized below:

. Scope of application

Pursuant to Article 1, Administrative Ruling 002 regulates the assessment, filing, and payment of the integrated tax for public and
private legal entities engaged in upgrading, refining, industrial processing, and marketing activities authorized by the Ministry, as
well as for public and private legal entities providing specialized oil services. It is important to note that, pursuant to Article 4,
operating companies engaged in primary activities that include upgrading or refining projects in their business plans are exempt
from the application of Administrative Ruling 002 to avoid double taxation.

Article 1 of Administrative Ruling 024 establishes that its provisions apply to public or private legal entities that carry out primary
activities established in accordance with the provisions of the OLH, under the terms defined above.

. Royalties

In accordance with Article 4 of Administrative Ruling 024, the State shall receive a royalty of up to 30%, applicable to the volumes
of extracted hydrocarbons, as well as associated gas that has not been reinjected, reiterating the terms of the OLH. In addition,
Administrative Ruling 024 establishes the “calculation basis” for the royalty, which is obtained by multiplying the volume of extracted
hydrocarbons and associated gas that has not been reinjected — as reported in the monthly audited production records — by the
settlement prices.

The royalty must be assessed and settled monthly by the Ministry’s division responsible for petroleum taxes and royalties. It must
be settled in the functional currency (i.e., legal tender or foreign currency), based on the settlement price for the relevant month and
the exchange rate published by the Central Bank of Venezuela.

Administrative Ruling 024 also reflects the OLH Regulations’ provisions on the methods and timing of royalty payments.
Accordingly, royalties may be required in kind or in cash, in whole or in part; cash payments must be made within five business
days following notification; and, if the Ministry decides to collect the advance or royalty payment, in whole or in part, in kind for a
specified period, it must notify the operating company in writing when approving the Annual Marketing Plan to be submitted by the
company. In addition, the Ministry must announce, by 30 November of the preceding year, the terms under which royalties will be
payable for the following year.

. Calculation of the integrated hydrocarbons tax and definition of gross revenue in primary activities

Pursuant to Article 3 of Administrative Ruling 002 and Article 11 of Administrative Ruling 024, the integrated hydrocarbons tax is
calculated by applying the applicable tax rate to the tax base. Such rate may be either the general 15% rate or the rate assigned to
the relevant project based on its specific characteristics.

For companies engaged in primary activities, Administrative Ruling 024 provides that the tax base consists of gross revenue from
hydrocarbon and associated gas extraction activities, together with gross revenue from the sale of hydrocarbons, coke, sulfur,
asphalt, and natural gas liquids condensed at the production site, as well as gross revenue from other sales and the provision of
goods and services falling within the scope of the activities regulated by the OLH. For these purposes, gross revenue is defined as
the total value of the economic benefits derived from the relevant activity during the taxable fiscal year, as reflected in the
company’s sales ledger.

Gross revenue from primary activities must be determined monthly and cumulatively for the taxable fiscal year. The amount is
calculated by multiplying (i) the total volume of hydrocarbons extracted during each month, as reflected in the monthly audited
production reports, by (ii) the monthly royalty settlement price applicable to each type of crude oil.

For associated gas extraction activities, gross revenue must also be calculated on a cumulative basis for the relevant period, by
multiplying (i) the total volume of associated gas extracted and not reinjected during each month, as reflected in the monthly
audited production reports, by (ii) the applicable associated gas royalty settlement price. Likewise, “other” gross revenue includes
total sales of hydrocarbons, coke, sulfur, asphalt, and natural gas liquids condensed at the production site, as well as revenue from
other sales and the provision of goods and services falling within the scope of the activities regulated by the OLH.
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. Calculation of the integrated hydrocarbons tax and definition of gross revenue from other activities

Administrative Ruling 002 establishes that legal entities engaged in upgrading, refining, industrial processing, and marketing
activities, as well as specialized petroleum services, are taxpayers subject to the integrated hydrocarbons tax. As a general rule,
gross revenue shall be determined in accordance with the amounts reflected in the taxpayer’s financial statements. These records
must be maintained in the functional currency and must also comply with the requirement to report information in the legal tender.
The General Directorate responsible for petroleum taxes and royalties within the Ministry will perform the calculations for tax
assessment based on the functional currency.

In the case of public and private legal entities engaged in upgrading and refining activities, the tax base for calculating the tax shall
be the gross revenue from the collection of fees for crude oil upgrading and refining services. The applicable tax rate for upgrading
and refining activities is 5%, in accordance with Article 6 of Administrative Ruling 002.

For legal entities engaged in the industrial processing of hydrocarbon derivatives, the tax base shall consist of the gross revenue
from the sale of products resulting from the industrial processing activity. In accordance with Article 9 of Administrative Ruling 002,
the applicable tax rate for these taxpayers is 3%.

Similarly, legal entities that engage in domestic trade of hydrocarbon-derived products, are duly licensed, and receive a markup or
marketing fee approved by the Ministry for the provision of their services will be subject to a 0% tax rate. However, taxpayers are
required to record the relevant information and report their gross revenue. Hence, the tax base for the integrated tax will consist of
the gross revenue from the sale of such products, as reflected in their sales ledger for hydrocarbon derivatives in legal tender.

On the other hand, for legal entities whose business activities consist of 70% or more of services to the oil sector — including
specialized services, construction of infrastructure related to production, or the supply of goods in the various phases of the value
chain and in core industry processes — the tax base will consist of the gross revenue as reflected in their corresponding sales
ledgers, in legal tender. The tax rate established for this activity, in accordance with Article 15 of Administrative Ruling 002, is 5%.

. Information reporting requirements

Pursuant to Article 18 of Administrative Ruling 024, taxpayers must file their returns with the competent General Directorate within
the first 15 consecutive days of each month, reporting the gross revenue accrued during the immediately preceding month, using
the form established by the Ministry. The return must be accompanied by a detailed report and supporting documentation for such
revenue, including copies of the monthly audited production records; sales ledgers for crude oil, condensate and/or associated gas,
coke, sulfur, asphalt, and other hydrocarbon derivatives; and any other information that may affect the gross revenue. Failure to
provide this information will be deemed a breach of the substantive obligations governed by Administrative Ruling 024.

Entities subject to Administrative Ruling 002 must file their returns within the first 10 consecutive days of each month, in
accordance with Article 16 thereof. The returns must be accompanied by a detailed report and a breakdown of the revenue during
the preceding month, itemized by product, together with a copy of the relevant sales ledgers or financial statements and any
additional information that may affect gross revenue. Failure to submit this information will result in the estimation of gross revenue
based on the production reflected in the business plan for the corresponding period, which will then be deemed the applicable

tax base.

. Filing, estimated payment, and payment of the integrated hydrocarbons tax

In accordance with the Administrative Rulings, the integrated tax must be reported, paid in advance, and settled by taxpayers in
accordance with the guidelines issued by the Ministry. Similarly, the tax must be calculated and paid in advance on a monthly
basis, and settled in full annually, at the end of the taxable fiscal year and no later than 30 April of the following year.

For taxpayers governed by Administrative Ruling 002, the tax will be settled in the functional currency or legal tender, based on the
prices, rates, or settlement margins as of the effective settlement date. In the case of taxpayers governed by Administrative Ruling
024, the amount payable will also reflect the equivalent barrels of oil, based on the settlement price for the month corresponding to
the effective settlement date.

In both cases, when the advance payment or payment of the tax returns is made in cash, it must be made within five business days
following notification, while adhering to the same rules set forth above regarding payments in kind. Finally, late payment will result
in the accrual of late-payment interest, under the terms established in the Organic Tax Code.

The General Directorate responsible for taxes and oil royalties within the Ministry will be responsible for the assessment,
calculation, and collection of the integrated hydrocarbons tax. Additionally, for the first year taxpayers will not file returns or make
advance payments for the integrated tax; rather, the tax for that period must be assessed, filed and paid by 30 April 2027 under
Article 27 of Administrative Ruling 002.
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. Parameters for setting tax rates

Article 33 of Administrative Ruling 024 sets out the parameters to be considered when evaluating each project and determining the
applicable tax rate:

The first parameter is the nature of the project. This assessment considers the project’s susceptibility to external factors that may
affect its geographic, logistical, or infrastructure conditions, as well as any project- or reservoir-specific conditions that negatively
affect the estimated recovery factor as of the effective date of the administrative act setting forth the terms for the development of
primary activities (“Administrative Act”) or the execution date of the contract entered into with companies wholly owned by the
Republic or its subsidiaries (“Contract”), as applicable.

The second parameter is capital investment, which requires an assessment of: (i) any deviation in the required investment amount
exceeding 15% of the amount projected in the evaluation made when the Administrative Act became effective or the Contract was
executed; (ii) any variation in capital intensity relative to expected production, provided that such variation does not arise from a
breach; and (iii) risks associated with the execution and recovery of the established investment.

With respect to the project’'s economic viability, the assessment must consider: (i) any deviation of more than five percentage points
from the internal rate of return, or any deviation resulting in a negative estimated net present value, based on the evaluations made
when the Administrative Act became effective or the Contract was executed; and (ii) any deviation from the break-even point
exceeding 50% of the estimate made at that time.

Finally, with respect to international competitiveness, the assessment must consider any sustained deviation of more than 30% in
the average annual price over a three-year period, compared with the reference price used in the evaluations made when the
Administrative Act became effective or the Contract was executed.

. Modification of tax rates

In addition to the matters outlined above, Administrative Ruling 024 establishes several relevant provisions for companies engaged
in primary activities under the OLH. In particular, besides incorporating the table for calculating the aggregate rate set forth in the
OLH Regulations, it provides further detail on the parameters used to determine the rate applicable to each project and the
circumstances that may give rise to its modification.

Pursuant to Article 28 of Administrative Ruling 024, joint ventures and companies that entered into production-sharing agreements
before the OLH entered into force may request the modification of the originally agreed contractual terms to apply the rates
described above, as provided in the OLH Regulations and Administrative Ruling 024, provided that they submit business plans
contemplating investments capable of generating production potential.

Article 29 of Administrative Ruling 024 further provides that all Contracts and Administrative Acts must include specific parameters,
referred to as milestones, to verify compliance with the investment commitments set forth in the applicable business plan.
Compliance with these milestones will be assessed for purposes of maintaining the assigned rates. Accordingly, failure to meet the
relevant milestones could result in a modification of the initially assigned rates.

Taxpayers may also request an adjustment of the applicable rates to restore the project’'s economic balance by submitting a
reasoned request to the Ministry, duly supported by considerations relating to capital investment requirements, the project’s
economic viability, and international competitiveness. Under Article 32 of Administrative Ruling 024, such request may be submitted
only once every five years from the date of the most recent adjustment and no more than three times during the project’s life cycle.

The applicable rates must be reflected in the corresponding Contracts or Administrative Acts. If a taxpayer develops multiple
projects, the rate applicable to its tax base will be the weighted average of the applicable rates, calculated based on the volumes of
hydrocarbons and associated gas produced, in accordance with Article 31 of Administrative Ruling 024.

. Tax benefits

Finally, Administrative Ruling 024 provides that companies may request tax benefits consisting of an adjustment to the royalty rate,
the integrated hydrocarbons tax rate, or both. Such request is subject to the Ministry’s evaluation and the preparation of a technical-
economic report determining the proposed new rate. These benefits may be available where the relevant project: (i) improves the
recovery of active hydrocarbons, thereby increasing the recovery factor; (ii) involves secondary recovery of active hydrocarbons
that increases the recovery factor; (iii) includes heavy or extra-heavy crude oil enhancers from the start of operations; (iv) has
complied with the approved business plan and achieved a production profile of 90% or higher; or (v) is operated by a company with
a track record of compliance with approved business plans in other areas, with production profiles of 90% or higher.

Please do not hesitate to contact us if you require further details or clarification regarding the general aspects highlighted in this
alert, or for any related inquiries.

©2026 Baker & McKenzie | 5



Contact us

Ronald Evans Serviliano Abache Carvajal David Mongiovi

Partner Partner Associate

Caracas Caracas Caracas
ronald.evans@bakermckenzie.com serviliano.abache@bakermckenzie.com david.mongiovi@bakermckenzie.com

©2026 Baker & McKenzie. Ownership: This site (the “Site”) is a proprietary resource owned exclusively by Baker McKenzie (meaning Baker & McKenzie International and its member firms,
including Baker & McKenzie LLP). Use of this Site does not in and of itself create a contractual relationship or any attorney-client relationship between Baker McKenzie and any person. Disclaimer
and Exclusion: All information on this Site is provided as general commentary and for informational purposes only and may not reflect the most current legal and regulatory developments. All
summaries of laws, regulations, and legal practice are subject to change. The information on this Site is not offered as legal or any other advice on any particular matter, whether legal, procedural,
or otherwise. It is not intended to serve as a substitute for consulting (and complying with) the detailed provisions of applicable laws, rules, regulations, or forms. Legal advice should always be
sought before taking any action or refraining from taking any action based on any information provided on this Site. Baker McKenzie, the editors, and the contributing authors do not guarantee the
accuracy of the content and expressly disclaim any and all liability to any person with respect to the consequences of any action taken, permitted to be taken, or omitted to be taken—in whole or in
part—in reliance on the whole or any part of the content of this Site. Attorney Advertising: This Site may qualify as “Attorney Advertising,” which may require disclosure in some jurisdictions. To the
extent that this Site may qualify as Attorney Advertising, PAST RESULTS DO NOT GUARANTEE A SIMILAR OUTCOME. All rights reserved. The content of this Site is protected under international
copyright conventions. Reproduction of the content of this Site without express written authorization is strictly prohibited.

m X ©



http://www.linkedin.com/company/bakermckenzievz
https://x.com/bakermckenzievz
https://www.instagram.com/bakermckenzievz/

	In detail



