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Venezuela Economic Outlook

By Arca Analisis Econémico

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

The devastating earthquakes that struck on June 24, 2026, have drastically transformed Venezuela's
economic and institutional landscape, forcing the country to redirect national efforts toward emergency
response and reconstruction. Prior to the earthquakes, the country had reestablished formal ties with the
International Monetary Fund (IMF) with the objective of unlocking US$4.9 billion in special drawing rights
(SDRs) to stabilize the underlying economy. However, the scale of the emergency has led authorities to
prioritize the use of multilateral resources for humanitarian assistance and the recovery of critical
infrastructure, including the national power grid and water systems. The need to mobilize resources for relief
and repairs is expected to increase public spending, making it significantly harder to maintain economic
stabilization policies when there is limited room for cuts elsewhere.

To mitigate the immediate impact on the population, the national executive created a contingency bonus on
June 25, 2026, representing the first direct transfer of resources following the earthquakes. This extraordinary
subsidy, initially planned as a one-time payment, was extended on July 5 to cover a six-month period and
provides affected families with amounts ranging from US$150 to US$747, depending on the severity of the
damage to their homes. In addition to these transfers, authorities announced a broader policy aimed at
reactivating mortgage lending through an 80 percent subsidy. Combined with the restoration needs, this
measure is expected to drive increased demand for bank credit, a sector that had already been expanding
steadily throughout 2026.

Rising public expenditures and growing demand for credit represent a significant challenge for the Central
Bank of Venezuela (BCV), which must now contain monetary expansion in an environment where additional
financing is unavoidable. To address this, the BCV has implemented a foreign exchange policy aimed at
rapidly narrowing the gap between the official and parallel market exchange rates, seeking to reduce it to
between 3 percent and 6 percent by the end of July. The strategy relies on robust foreign exchange
intervention through the sale of hard currency, with the goal of absorbing approximately 80 percent of public
spending entering the monetary system and simultaneously allowing greater flexibility in the official exchange
rate so that it more accurately reflects the weighted average of transactions conducted through the banking
sector's foreign exchange trading desks.

Despite the emergency, several macroeconomic indicators showed signs of strengthening during the first half
of the year, supported by a new regulatory framework and international licenses that enabled a rebound in
crude oil production to 1.18 million barrels per day in June, as well as a 22.78 percent year-over-year increase
in bilateral trade with the United States during the first quarter. These oil exports have been critical in
supplying foreign currency to the BCV, which injected nearly US$5 billion into the foreign exchange market
between January and May to anchor the economy and help reduce monthly inflation to 10.6 percent by the
end of April and 6.3 percent by May.
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e Nonetheless, the post-earthquake emergency has made clear that current liquidity and recurring revenues will
not be sufficient to finance the massive reconstruction effort, accelerating the need to access external sources
of financing and international capital markets. To facilitate an inflow of investment and support multilateral
financing, the government has retained a leading independent investment banking and capital advisory firm to
assist in restructuring a portion of its outstanding external debt.

e The outcome of these negotiations will be critical to preventing a resurgence of inflationary pressures and
ensuring that resources are deployed effectively to essential infrastructure projects and Venezuelan families
most in need during this critical period.

Learn more about our Venezuela Strategic Advisory 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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Venezuela Updates Oil Regulatory
Framework

By Holland & Knight

On July 8, 2026, Venezuela's acting president, Delcy Rodriguez, issued the Regulation Under the
Organic Hydrocarbons Law (the Regulation) through Decree No. 5,381, published in the Extraordinary
Official Gazette No. 7,052. The Regulation implements legislative amendments approved by the
National Assembly on January 29, 2026, and establishes the technical, operational, tax and oversight
rules governing private-sector participation in Venezuela's oil and gas industry.

This is the first comprehensive regulation governing the sector in 83 years. The previous regulatory
framework dated back to 1943, when oil concessions operated under a technical, commercial and
regulatory reality substantially different from today's environment.

The Regulation defines three categories of operating companies: 1) companies wholly owned by the
Republic, 2) mixed companies in which the state holds more than 50 percent of the equity, and 3)
private companies domiciled in Venezuela that enter into contracts with state-owned entities to carry
out primary activities.

Article 107 of the Regulation introduces one of its most significant changes by incorporating arbitration
as a dispute resolution mechanism. It provides that disputes arising from the performance of contracts
may be submitted to mediation, conciliation, negotiation or arbitration in accordance with guidelines to
be jointly issued by the Ministry of Hydrocarbons and the Office of the Attorney General of the Republic.
This provision represents a significant legal certainty safeguard for foreign investors.

In addition, Article 5 of the Regulation sets forth the principle of economic and financial equilibrium,
pursuant to which any administrative action must seek to preserve the equilibrium of contracts and
avoid disrupting it. Accordingly, when legal, tax, regulatory or contractual changes adversely affect a
project's economic conditions, the necessary adjustments must be adopted to restore such equilibrium.
Article 46 complements this principle by allowing operating companies to request rate reductions when
changes to the regulatory framework compromise the project’s economic viability.

With respect to commercialization, the Regulation authorizes operating companies to export natural or
upgraded hydrocarbons, subject to the Ministry of Hydrocarbons' prior approval of an annual
commercialization plan, which must be submitted for approval 90 days before the start of each fiscal
year and reviewed monthly. Companies exporting diluted heavy or extra-heavy crude oil must procure
the diluent directly and enter into the relevant agreements for the use of the corresponding
infrastructure. The Ministry retains the authority to intervene in commercialization plans for reasons of
national interest without prejudice to any compensation that may be applicable.

Copyright © 2026 Holland & Knight LLP. All Rights Reserved.



Holland & Knight

These reforms, together with other relevant provisions of the Regulation, are being implemented within
the framework of general licenses issued by the U.S. Department of the Treasury's Office of Foreign
Assets Control (OFAC). General Licenses 46, 48, 49, 56 and 57 authorize — among other activities
related to the production and commercialization of oil and gas in Venezuela — the negotiation of
contingent contracts with the Venezuelan government, formation of joint ventures and provision of
certain financial services. In all cases, however, restrictions and conditions remain in force, requiring a
case-by-case analysis before commencing operations.

In conclusion, the Regulation under the Hydrocarbons Law constitutes the most significant
transformation of Venezuela's oil regulatory framework since the 1976 nationalization. It offers
international investors a project-based graduated fiscal system, access to arbitration, contractual
stability protections and the ability to manage operations and commercialize production directly.

However, the realization of these opportunities will continue to depend on the evolution of the U.S.
sanctions regime, institutional capacity of the venezuelan state and degree of confidence generated by
the effective fulfillment of the commitments undertaken under this new regulatory framework.

Learn more about our Venezuela Strategic Advisory 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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Legal and Institutional Updates in Venezuela

By Tinoco Travieso Planchart & Nuinez

Over the past few weeks, the implementation of reforms in the hydrocarbons and electricity sectors has
continued. Progress has also been made on institutional matters through the launch of a new political
dialogue process, and extraordinary measures have been adopted to address the emergency caused
by the earthquakes that occurred on June 24, 2026.

Development of New Legal and Fiscal Framework for the Hydrocarbons Sector

The National Executive published the Regulation of the Organic Hydrocarbons Law (the Regulation)
and the resolutions implementing the fiscal framework established by the law, thereby establishing the
main regulatory and fiscal aspects applicable to the sector's activities.

Among the main changes is the establishment of aggregate rates of state participation (royalty plus
integrated hydrocarbon tax), which are set at:

e 20 percent for projects in undeveloped fields (greenfield)

o 25 percent for extra-heavy oil projects

e 30 percent for developed fields (brownfield) without production
o 35 percent for developed fields (brownfield) with production

The Regulation also stipulates that offshore projects, as well as projects that incorporate processing,
upgrading or refining plants, may benefit from a reduction of up to five percentage points on these
rates. Furthermore, the Regulation establishes that greenfield projects will have an income tax rate of
34 percent, with the possibility of applying accelerated depreciation for up to seven years.

Finally, the Ministry of Hydrocarbons issued two resolutions that develop the tax regime established in
the law: one applicable to primary activities, which regulates the determination, declaration and
payment of the royalty tax and integrated hydrocarbon tax; and another applicable to upgrading,
refining, industrialization, marketing and specialized oil services activities, which regulates the
corresponding integrated hydrocarbon tax.

New Projects to Support Recovery of the National Electricity System

The National Executive announced the signing of a memorandum of understanding between
Corporacion Eléctrica Nacional (Corpoelec) and a U.S. based energy equipment and services company
for the repair, modernization and stabilization of the national electricity system, with the objective of
recovering approximately 1,000 megawatts (MW) during the first two years and more than 5,000 MW
over four to five years.
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The National Executive also announced the contracting of an Argentine engineering firm to complete
construction of the Manuel Piar Hydroelectric Power Plant (Tocoma), which had remained unfinished
for several years.

Agreement to Establish Government-Opposition Dialogue Mechanism

The National Assembly reported that its president, Jorge Rodriguez, who was designated to lead the
political dialogue process, held an initial working meeting with Dinorah Figuera, representing the
opposition elected for the 2015-2020 term.

At the meeting, it was agreed to establish a joint technical and political working group, with an agenda
that includes specific milestones and implementation timelines aimed at strengthening democracy,
consolidating peace and seeking agreements on matters of national interest.

State of Emergency Declared Following the June 24 Earthquakes

Through Decree No. 5,364, the National Executive declared a state of emergency throughout the
national territory to address the effects of the earthquakes that occurred on June 24, 2026.

The decree establishes a general staff for emergency response to coordinate relief efforts and
mandates the development of an Action Plan for the rehabilitation and reconstruction of the affected
areas. It also empowers the competent authorities to adopt extraordinary measures to guarantee the
continuity of public services, including, when necessary, the temporary occupation of property and
establishments and the requisition of goods and services essential to address the emergency.

Learn more about our VVenezuela Strategic Advisory 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.

Copyright © 2026 Holland & Knight LLP. All Rights Reserved.


https://www.hklaw.com/en/services/practices/latin-america/venezuela-strategic-advisory-team

	_ENG_ ARCA ARTICLE_ Panorama Economico en Venezuela - Venezuela Update - July 2026(542069189.1)
	_ENG_ H_K ARTICLE_ New Regulation under Venezuela’s Hydrocarbons Law - July 2026(542069252.1)
	_ENG_ TINOCO ARTICLE_ Legal and Institutional Updates in Venezuela - July 2026(542069350.1)



