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Introduction

Following Nicolas Maduro’s removal from power in Venezuela and the Trump administration’s
plans to develop the country’s energy resources, questions have emerged about the outlook for
the Venezuelan hydrocarbons sector and the prospects for potential investors.

Venezuela’s hydrocarbons sector presents a paradox: It combines one of the world’s largest
resource bases with a prolonged and severe decline in production. The country holds vast oil
and gas reserves — including significant heavy crude deposits and the largest natural gas
resources in Latin America — yet has consistently failed to translate this potential into sustained
output or investment.

This white paper examines the current state of Venezuela’s hydrocarbons sector, the structural
factors underlying its long-term decline, policy and regulatory developments in the aftermath
of Maduro’s removal, and the implications for potential investors.

|. Resource Potential and Production Trends

Venezuela possesses enormous oil and gas resource potential, despite differing estimates of
the extent of accessible reserves. Official estimates place resources (primarily heavy crude oil)
in eastern Venezuela’s Orinoco Oil Belt at approximately 270 billion barrels.! Although industry
estimates vary widely, even the most conservative — suggesting extractable resources as low as
one-fourth of official figures — would still rank these reserves among the world’s ten largest.?

Beyond these heavy oil resources, Venezuela also has traditional onshore fields of varying
quality that — despite a long production history — still contain sizable resources. It also possesses

1 See Petroleos de Venezuela (PDVSA)’s 2016 Annual Report, the most recent publicly available report.

2 The official estimate suggests that companies could recover at least 20% of the oil originally in place — 1.3

trillion barrels, according to the US Geological Service. See USGS, “An Estimate of Recoverable Heavy Qil
Resources of the Orinoco Oil Belt, Venezuela,” https://pubs.usgs.gov/fs/2009/3028/pdf/FS09-3028.pdf.
However, some studies have suggested that recovery factors for the Orinoco Oil Belt are approximately 56%.
See Sandrea, R. and Essenfeld, M. “The Future of Venezuela’s Qil Industry,” Energy Policy Research Foundation,
Inc., September 2021, https://eprinc.org/wp-content/uploads/2021/09/The-Future-of-
Venezuela%E2%80%99s-0il-Industry.pdf.
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the largest natural gas resources in Latin America, including undeveloped and unexplored

offshore areas.?

However, Venezuela has failed to meet production goals set more than 25 years ago and has
instead experienced a dramatic decline in investment and extraction of its resources, with this
stagnation accompanying a prolonged economic crisis. Government targets — set initially in
2005 to reach 5.8 million barrels per day (mmbd) in 2012,% and later revised in 2013 — aimed to
raise oil production to 6 million barrels per day (mmbd) within six years, with similar goals for
the refining and natural gas sectors.” Instead, as shown in Figure 1, production fell from more
than 3 mmbd in 2005 to approximately 1 mmbd by 2025.°

FIGURE 1: VENEZUELA OIL PRODUCTION
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Source: Ministry of Hydrocarbons, PDVSA, and OPEC.

Some recent estimates place these reserves at 5,500 billion cubic meters (BCM), the seventh largest in the
world. See “Venezuela’s Natural Gas: Opportunity Knocks?” Congressional Research Service, February 19, 2026,
https://www.congress.gov/crs-product/IF12448.

See “Plan Siembra Petrolera 2006-2012 (PDVSA),” https://www.slideshare.net/slideshow/plan-siembra-
petrolera-20062012-pdvsa/16063881.

For refining, the goal was to increase refining capacity from 1.3 mmbd in 2013 to 1.9 mmbd in 2019, and for
natural gas, the goal was to increase production from 7.4 billion cubic feet per day (bcf/d) in 2013 to 10.5 bcf/d
in 2019. See “Plan de la Patria: Segundo Plan de Desarrollo Econdmico y Social de la Nacion 2013-2019,”
https://sapi.gob.ve/wp-content/uploads/2015/06/leyes/Plan-de-la-Patria-libro.pdf.

Similarly, not only did nominal refining capacity stay the same, but utilization declined in the 2010s to less than
20% in 2024. See Venezuela Oil Sector: Context for Recent Developments, Congressional Research Service,
January 9, 2026, https://www.congress.gov/crs-product/IN12637. For natural gas, some estimates for 2024
indicate that production declined from 7.4 bcf in 2013 to 3.9 bcf/d in 2024. See “Venezuela flared 46% of its
3,895 MMcf/d of natural gas production in 2024,” Energy Analytics Institute, February 21, 2025, https://energy-
analytics-institute.org/2025/02/21/venezuela-flared-46-of-its-3895-mmcf-d-of-natural-gas-production-in-
2024/.
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As documented in previous work,” the decline in Venezuela’s hydrocarbons sector reflects a
combination of institutional, operational, and macroeconomic factors. Chief among these was
the politicization of Petrdleos de Venezuela, S.A. (PDVSA), the state-owned oil and gas company
and the country’s largest oil producer. This process, primarily started in 1999,2 eroded the
company’s autonomy, weakened governance and transparency, and redirected resources away
from core oil and gas investments toward government spending, extensive fuel subsidies, and
the creation of subsidiaries unrelated to the oil and gas business.

Over time, PDVSA was also required to implement government-directed energy agreements —
such as subsidized exports and oil-for-debt arrangements — that reduced export revenues and
cash flow. These changes were accompanied by a deterioration in human capital, including
large-scale layoffs of experienced personnel and their replacement with political or military
appointees lacking industry expertise.

At the same time, increasing state participation in project revenues and the imposition of new
contractual conditions reduced the role and incentives of private partners, culminating in the
expropriation of major projects initiated in the 1990s, as well as critical service providers.
Together, these dynamics centralized decision-making within PDVSA while significantly
increasing its financial and operational burdens.

More broadly, the sector operated within a challenging macroeconomic environment
characterized by high inflation, exchange rate distortions, and deteriorating infrastructure —
including the electric grid and port systems —which further constrained investment and
production.

The persistent decline in oil production and other performance indicators across the industry
occurred even before sanctions were imposed (primarily by the US government). The first stage

See, for example, Corrales, J., Hernandez, G. and Salgado, J. (2020), “Oil and regime type in Latin America:
Reversing the line of causality,” Energy Policy 142; Monaldi, F. Hernandez, |. and La Rosa, J. (2021), “The
collapse of the Venezuelan oil industry: The role of above-ground risks limiting foreign investment,” Resources
Policy, 72; Hernandez, I. and Monaldi, F. (2016), “Weathering Collapse: an Assessment of the Financial and
Operational Situation of the Venezuelan Oil Industry,” Working Paper 327, Center for International
Development at Harvard University; Hernandez, J. (2024), “La Privatizacion de Facto de PDVSA y la Destruccién
del Petro-Estado Venezolano,” Colecciéon Cuadernos de la Catedra Fundacional Allan R. Brewer-Carias de
Derecho Publico de la Universidad Catdlica Andrés Bello, No. 51.

Corrales, J., Hernandez, G. and Salgado, J. (2020), “Oil and regime type in Latin America: Reversing the line of
causality,” Energy Policy 142.
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of US sanctions was in 2015, targeting persons involved in human rights and political freedoms
violations in Venezuela, some of them with connections with PDVSA.°

The most significant sanctions began in August 2017, restricting United States persons or
entities within the United States from financing PDVSA’s activities, which effectively
constrained the company’s ability to incur any new liabilities with suppliers and partners in
JVs.2%1n January 2019, the US designated PDVSA and several other government entities —
including individuals and entities in defense and security, gold mining, and the financial sector —
as subject to sanctions. Overall, these sanctions effectively prevented foreign companies from
making new investments or any meaningful operations in the country.*!

In the years leading up to 2026, the US Treasury’s Office of Foreign Assets Control (OFAC) only
issued temporary licenses to select foreign companies with receivables from PDVSA,*? allowing
them to continue operating and collect export revenues to recover some of PDVSA’s
outstanding debts. In some cases, these licenses were conditioned to honor political
agreements aimed at supporting democracy and elections in the country.3 As a result, the
sanctions regime kept foreign investment extremely limited and focused on mitigating losses
from past — often underperforming — investments.

Previously, PDVSA was sanctioned in 2011 under the Comprehensive Iran Sanctions, Accountability, and
Divestment Act (CISADA) of 2010, for its activities in support of Iran’s energy sector. However, these sanctions
only prohibited PDVSA from competing for US government procurement contracts, from securing financing
from the Export-Import Bank of the United States, and from obtaining US export licenses.

10 See Executive Order 13808, “Imposing Additional Sanctions With Respect to the Situation in Venezuela,” 82

Fed. Reg. 41155 (August 24, 2017), https://ofac.treasury.gov/media/5476/download?inline). Executive Order
13850 authorized the US government to block operations with Venezuelan persons (individuals or entities); see
Executive Order 13850, “Blocking Property of Additional Persons Contributing to the Situation in Venezuela,”
83 Fed. Reg. 55243, November 1, 2018, https://ofac.treasury.gov/media/5516/download?inline.

See Office of Foreign Assets Control, “Issuance of a New Venezuela-related Executive Order and General
Licenses; Venezuela-related Designation,” January 28, 2019, https://ofac.treasury.gov/recent-
actions/20190128, and Bartlett, J. and Ophel, M. (2021), “Sanctions by the Numbers: Spotlight on Venezuela,”
Center for a New American Security, https://www.cnas.org/publications/reports/sanctions-by-the-numbers-3.

11

12 This included partners in joint ventures (JVs), or “Empresas Mixtas” (MEs) in Spanish, to whom PDVSA failed to

pay their share of dividends from operations.

13 The most significant attempt at relaxing sanctions occurred in October 2023 with the issuance of General

License 44 by the Office of Foreign Assets Control (OFAC). This license broadly authorized transactions related
to the oil and gas sector for a six-month period, permitting new investments, production, and exports (see
OFAC, Venezuela Sanctions Regulation, October 18, 2023,
https://ofac.treasury.gov/media/932231/download?inline). However, the US Treasury maintained that renewal
was contingent on the implementation of the Barbados Agreement’s electoral roadmap, which, among other
dispositions, contemplated lifting bans on opposition candidates’ participation in elections. See US Embassy
Caracas, “Venezuela: Sanctions Actions and Supporting Democracy,” January 30, 2024,
https://ve.usembassy.gov/venezuela-sanctions-actions-and-supporting-democracy/.
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Il. Recent Developments

Since January 2026, following the US military intervention that led to the detention of Maduro
—who had been in power since 2013 — several developments have emerged that raise
important questions for potential investors and energy market analysts.

In response to the January events, the US Treasury’s OFAC started issuing licenses aimed not
only at allowing US entities to engage in commercial relations with PDVSA across different
segments, but also at establishing a basic structure for the management of oil revenues
(primarily, export revenues).

These licenses allow specific companies to engage in a range of activities, including downstream
operations,** the sales of diluents relevant for Orinoco Oil Belt operations,!> and the provision
of technology and services to support the oil, gas, and petrochemical sectors, as well as
electricity generation, transmission, and distribution.*® They also permit the negotiation of
contingent contracts to facilitate due diligence,” allow US companies to engage in transactions
with PDVSA (including those related to new investments),® and enable companies with existing
operations in Venezuela to pursue further exploration, development, and production
activities.®®

Additional licenses allow companies to engage in commercial-related negotiations of
contingent contracts directly with the government of Venezuela, potentially enabling
negotiations for electricity agreements.?° Beyond these sector-specific licenses, OFAC recently
authorized transactions related to the provision of legal, financial advisory, and consulting
services in connection with a potential restructuring of Venezuela debt (including that of PDVSA
and related entities), thus opening the door to at least initial conversations about a possible
debt restructuring in the future.?!

4 OFAC, Venezuela Sanctions Regulation, General License 46A, February 10, 2026,
https://ofac.treasury.gov/media/935001/download?inline.

15 OFAC, General License 47, February 3, 2026, https://ofac.treasury.gov/media/934891/download?inline.
16 OFAC, General License 48, February 10, 2026, https://ofac.treasury.gov/media/934986/download?inline.
17" OFAC, General License 49, February 13, 2026, https://ofac.treasury.gov/media/935011/download?inline.
18 OFAC, General License 52, March 18, 2026, https://ofac.treasury.gov/media/935356/download?inline.

1% OFAC, General License 50, February 13, 2026, https://ofac.treasury.gov/media/935016/download?inline.
20 OFAC, General License 56, April 14, 2026, https://ofac.treasury.gov/media/935401/download?inline.

21 OFAC, General License 58, May 5, 2026, https://ofac.treasury.gov/media/935566/download?inline.
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It is worth noting that the sequence in which these authorizations — and subsequent
clarifications — have been issued has effectively shaped the scope of what can be negotiated
under current conditions. In practice, this has created a phased framework in which incumbent
players can resume upstream activities, for example, while allowing other participants to begin
negotiating contingent contracts and conducting due diligence before deploying investments.
Importantly, these general licenses include a provision contemplating that any contracts
entered into pursuant to the licenses must be governed by US law (or the law of a US
jurisdiction), with any dispute resolution taking place in the United States.

Beyond the licensing framework, Executive Order 14373 created a Foreign Government Deposit
Funds mechanism (FGDF), under which payments to blocked persons or entities — including
PDVSA — under the general licenses would be directed to designated US Treasury-controlled
accounts and distributed by the US Secretary of State.?? This order effectively places
Venezuelan oil export revenues under US control, shaping how these revenues enter the
Venezuelan economy.

More recently, General License 57 expanded this framework, authorizing the Central Bank and
other state-owned financial institutions (which, before this license, were subject to sanctions)
to provide financial services, representing a first step toward allowing the Central Bank to
distribute revenues from oil and gas exports in the local economy.

However, PDVSA — which is still the largest producer in the country —is still subject to sanctions,
and the current framework does not yet contemplate how the company would be able to
receive its share of export revenues or finance its investments and operating expenses,
including those corresponding to the fields where it is the only operator.

Separately, on January 29, 2026, Venezuela’s National Assembly approved several reforms to
the 2006 Hydrocarbons Law.??

Some of the main changes within the reforms include allowing private companies domiciled in
Venezuela to carry out upstream activities through contracts with state-owned entities such as
PDVSA or the MEs. Previously, only PDVSA and the MEs could participate in exploration and
production activities, but PDVSA can now contract a private company to operate a field.

22 Executive Order 14373, “Safeguarding Venezuelan Oil Revenue for the Good of the American and Venezuelan
People,” January 9, 2026, https://www.federalregister.gov/documents/2026/01/15/2026-00831/safeguarding-
venezuelan-oil-revenue-for-the-good-of-the-american-and-venezuelan-people.

23 It is worth noting that, before 2026, the current National Assembly was not recognized by the US and several
other countries, which raises questions regarding the stability of the contracts signed under these recent
reforms.
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Through this change, the National Assembly formalized a type of contract — a Productive
Participation Contract (CPP in Spanish) — that, in practice since 2024, the government
frequently awarded to several companies, but was not contemplated in the previous law. These
contracts effectively delegate control of joint ventures (JVs) to private partners and create
more favorable fiscal conditions for companies.

In parallel, the fiscal regime has been simplified through the removal of several taxes
introduced in previous decades, such as oil windfall taxes (to be paid if oil prices exceeded a
threshold) and a “special advantage” tax (to ensure a minimum share of income that the
government should receive), among others. The new regime would consist primarily of royalties
on gross production, an integrated tax on gross revenue, and the income tax set by the Ministry
of Finance.

The reforms also describe the available dispute resolution options, including arbitration.
However, under these reforms, the Ministry of Hydrocarbons would determine whether a
dispute could go to arbitration. This may create a conflict with contracts signed under the
general licenses discussed above, as those licenses explicitly state that such contracts are
subject to US law.

lll. Types of Projects

Given these developments, there are some aspects to consider about the speed and scale of a
potential recovery of the oil and gas industry in Venezuela, as well as the risks and
opportunities for companies considering investment in the sector.

While most of Venezuela’s resources are in heavy and extra-heavy oil, concentrated in the
Orinoco Oil Belt, the country also has substantial light and medium reserves (typically referred
to as traditional oil?*) in the eastern and western areas of the country. Additionally, it has the
largest concentration of natural gas reserves in Latin America, with potential for increased
offshore exploration to identify additional resources.

Very broadly, these three categories of projects — Orinoco Belt oil, traditional oil, and natural
gas, shown in Figure 2 — present different risk and opportunity profiles to investors. Some
companies may favor short-term cycle projects in areas with existing infrastructure, while
others may be willing to take on greater risk and make larger investments in areas with

24 See, for example, Sandrea and Essenfeld (2021), who make a distinction between traditional oil and the

Orinoco Qil Belt operations.
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abundant resources. Each segment presents distinct operational characteristics, infrastructure
constraints, and investment dynamics.

FIGURE 2: TYPES OF PROJECTS IN VENEZUELA

Il Traditional Oil

B Gas
[ Orinoco Qil Belt

Source: Provita, https://geoportal.provita.org.ve/.

A. Orinoco Belt Oil

Heavy and extra-heavy crude oil — primarily located in the Orinoco Belt — could serve as
a convenient feedstock for some complex refineries along the US Gulf Coast.?”
Compared to Canadian heavy grades, these crudes contain less sulfur and are less acidic,
making them easier to refine.?® While exports of crude oil to the US averaged 200
thousand barrels per day (kb/d) in January 2026,%” some estimates from that same

25 Processing the heavy Venezuelan crude grades requires refineries to have deep-conversion capabilities. See
Lindquist, J., “When Love Comes to Town — Venezuelan Rebound Would Test Gulf Coast Refiners’ Affection for
Canadian Crude,” RBN Energy, January 28, 2026, https://rbnenergy.com/daily-posts/blog/venezuelan-rebound-
would-test-gulf-coast-refiners-affection-canadian-crude.

% See Lindquist, J. “When Love Comes to Town.”

27 “y.S. Imports by Country of Origin,” Energy Information Administration,
https://www.eia.gov/dnav/pet/pet move impcus a2 nus ep00 im0 mbblpd m.htm.
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month indicated that PADD 3 refiners?® could absorb an additional 300-400 kb/d
relative to 2024 levels.?®

Heavy/extra-heavy oil crude projects include early production stages in which the
extracted oil is blended with diluent for transport and commercialization, due to its
viscosity. In this sense, the commercial relationship with the US provides access to
naphtha/condensate from the Gulf Coast for use as a diluent. Project expansion would
eventually involve the construction and operation of upgraders, from which synthetic
crude oil (SCO) would be obtained and exported.3°

In the 1990s, large international oil companies that were awarded fields in the Orinoco
Oil Belt built four upgraders, of which only one was still operating at low levels by the
end of 2025. Unlike the traditional areas, the infrastructure for the Orinoco Belt has not
developed at the same scale.

B. Traditional Oil

28

29

30

31

32
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At a general level, the traditional oil production fields in the eastern and western areas
of the country have infrastructure in place that, despite ongoing natural production
declines, enables interconnectivity with ports and downstream facilities such as

refineries and petrochemical plants.3!

The primary challenges in these areas involve addressing declining extraction rates
through workover activities, repairs, and short-cycle upstream investments.3?> However,
since these are brownfield areas with existing production and infrastructure, investment

The Petroleum Administration for Defense Districts (PADDs), used to analyze patterns of crude oil and
petroleum product movements throughout the US, divides the 50 US states and the District of Columbia into
five geographic regions.

McGurty, J.“US Gulf Coast refiners seen benefiting from increased use of heavy Venezuelan crude,” S&P Global,
January 21, 2026, https://www.spglobal.com/energy/en/news-research/latest-news/crude-o0il/012126-us-gulf-
coast-refiners-seen-benefiting-from-increased-use-of-heavy-venezuelan-crude.

These upgraders process raw extra heavy (< 10 °APl) crude with a diluent (naphtha) to bring the crude up to a
lighter and sweeter (26—32°API, 0.07%S), synthetic oil known as syncrude, which is then sent to the refineries.
See Sandrea and Essenfeld (2021). The American Petroleum Institute (API) defines a scale to express the gravity
or density of crude oil. The higher the API gravity, the lighter the compound. See Energy Information
Administration (EIA), “Definitions, Sources and Explanatory Notes,”

https://www.eia.gov/dnav/pet/tbldefs/pet pnp crq_tbldef2.asp.

These fields produce light, medium, and heavy oil grades.

In mature fields, such as in these locations, companies need to invest in technologies to increase recovery
factors, especially in places where abrupt stops in production led some of these wells to be sealed.
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in these traditional fields can provide short-term gains with immediate midstream
access. Importantly, critical investments in compression plants could not only enable
higher reinjection (and recovery rates) but also mitigate serious issues with flaring and
venting in the eastern fields.>3

C. Natural Gas

While most of Venezuela’s natural gas reserves comprise associated gas, which is
produced during the extraction of crude oil, there are large-scale projects for offshore
gas along both its eastern and northwestern coasts. Eastern seaboard projects could
potentially access liquefied natural gas (LNG) infrastructure in Trinidad,3* while
northwestern projects — which currently supply the domestic market — could develop
connections for pipeline exports to Colombia.

However, further development of some of these projects — such as the Perla-Cardon IV
offshore field in the northwestern region of the country — has been constrained by debts
incurred by PDVSA, which signed a long-term supply agreement with the operators of
Cardon IV.** These conditions have weakened incentives for further investment.

Reforms that allow private investors to export natural gas or that create proper market
price signals could generate an additional revenue stream for the country while also

33 According to industry estimates, 46% percent of the gas produced in Venezuela in 2024 was flared. See

“Venezuela flared 46% of its 3,895 MMcf/d of natural gas production in 2024,” Energy Analytics Institute,
February 21, 2025, https://energy-analytics-institute.org/2025/02/21/venezuela-flared-46-of-its-3895-mmcf-d-
of-natural-gas-production-in-2024/. Just in the period 2020-2024, Venezuela flared 21.5 m3 of natural gas per
barrel of oil equivalent, while the global average was approximately 2.7 m3 per barrel of oil equivalent. See
Payne Institute, “Global Gas Flaring Observed from Space,”

https://eogdata.mines.edu/products/vnf/global gas flare.html#data download and

34 According to Palacios and Rivera Rivota (2026), the seemingly most realistic option would be a pipeline

connecting the Shell-operated Dragon Field in Venezuela to a terminal in Trinidad, to be later exported through
Atlantic’s currently underutilized LNG export complex. See Palacios, L., and Rivera Rivota, D., “The War in Iran
and Closure of the Strait of Hormuz Could Focus Greater Attention on Latin America’s Energy Prospects,”
Center on Global Energy Policy, Columbia University, March 31, 2026,
https://www.energypolicy.columbia.edu/the-war-in-iran-and-closure-of-the-strait-of-hormuz-could-focus-
greater-attention-on-latin-americas-energy-prospects/.

35 According to ENI, one of the operators of Cardon IV, credit exposure to PDVSA amounted to approximately

$3.3 billion (including interest, see ENI Annual Report 2025, page 126,
https://www.eni.com/content/dam/enicom/documents/eng/reports/2025/ar-2025/Annual-Report-2025.pdf).
According to news reports, the recently issued OFAC licenses allowed ENI to get crude oil as payment in kind
for the gas produced in the country. See “Eni restarted Venezuela oil lifting in April as payment-in-kind for gas,”
Reuters, May 4, 2026, https://www.reuters.com/business/energy/eni-restarted-venezuela-oil-lifting-april-
payment-in-kind-gas-2026-05-04/.
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providing a more reliable natural gas supply for the domestic economy.3® The proper
incentives for developing natural gas infrastructure could not only allow greater access
to energy for the population and key industries such as petrochemicals, but would also
help address the significant adverse impacts of flaring and venting.

Recent changes have created new opportunities for foreign companies to explore their
involvement in Venezuela’s hydrocarbons sector. For example, Shell — previously active in
traditional oil operations in the country, as well as efforts to develop offshore gas near Trinidad
— signed several oil agreements with the Venezuelan government; these span offshore natural
gas and onshore oil and gas opportunities, as well as technical and commercial agreements
with local and foreign services firms.3’ Similarly, Chevron recently acquired a neighboring block
to its Petropiar project in the Orinoco Qil Belt (with an operating upgrader), which suggests the
possibility of leveraging the upgrading infrastructure to increase production.3?

Recent disruptions to oil flows through the Strait of Hormuz — one of the world’s most critical
energy transit routes — have tightened global supply and prompted buyers to seek alternative
sources, thus providing opportunities to accommodate increases in Venezuelan crude oil
production. For example, some analysts suggest that certain refineries on the US West Coast
could substitute some of their medium-sour grades from the Persian Gulf with production from
Latin America (including Venezuela).?°

36 Such policies could also allow for greater development of infrastructure for the domestic market, thus

increasing access to affordable energy. For example, according to some estimates, 90% of the population relies
on propane for cooking, but years of underinvestment have led to chronic shortages. As a result, there were
reports in 2021 of black-market prices of $10 per 10-kilogram cannister, while the official price was just $0.02
per cannister. See Otis, John, “Venezuelans are cooking over wood fires because of a shortage of propane,”
NPR, January 8, 2022, https://www.npr.org/2022/01/08/1071542908/venezuelans-are-cooking-over-wood-
fires-because-of-a-shortage-of-propane and “Venezuela breaks up LPG black market scheme,” Argus Media,
February 16, 2021, https://www.argusmedia.com/en/news-and-insights/latest-market-news/2187417-
venezuela-breaks-up-lpg-black-market-scheme. Building pipeline infrastructure could allow secure access to
methane gas for domestic use, while allowing to use the propane in sectors that could return greater value,
such as petrochemicals.

37 “Shell signs oil and gas, exploration agreements with Venezuela,” Reuters, March 5, 2026,

https://www.reuters.com/business/energy/venezuelan-govt-shell-sign-oil-deals-state-television-says-2026-03-
05/.

“Chevron agrees to asset swap in Venezuela to focus on heavy oil projects,” Reuters, April 13, 2026,
https://www.reuters.com/business/energy/chevron-shell-sign-agreements-oil-gas-areas-venezuela-sources-
say-2026-04-13/.

Carr. H., Auers, J. and Auers, R., “How Am | Supposed to Live Without You — U.S. Refiners Using Persian Gulf
Crude Seek Alternatives,” RBN Energy, January 13, https://rbnenergy.com/daily-posts/blog/us-refiners-using-
persian-gulf-crude-seek-alternatives.

38

39
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While the discussion has focused on upstream activities, it is worth noting that, while the
refining and petrochemical sectors possess substantial nameplate capacity, significant
investments are required to increase utilization rates.

V. Challenges Going Forward

Although Maduro has been removed from power, the current Venezuelan authorities remain
aligned with the same party that has ruled the country since Hugo Chavez’s election in 1998. At
the time of writing, the acting president, Delcy Rodriguez, and several senior officials were still
subject to sanctions.*® While US authorities have shown willingness to work with these
Venezuelan officials — and assuming continued recognition of their authority by the US
government — important questions remain for potential investors.

First, the framework developed with the US — under which most of the oil revenues accruing to
PDVSA and the Venezuelan government will now be controlled and distributed through the use
of the FGDF — creates uncertainty regarding how those revenues will flow through the
economy. For the hydrocarbons sector specifically, uncertainty remains around the timing of
repayments to suppliers and the funding of capital expenses that PDVSA is expected to cover.
Long term, key questions include how long this mechanism will remain in place and under what
conditions Venezuelan authorities would regain access to these resources.

The current framework, in conjunction with the reforms to the Hydrocarbons Law, could
provide an opportunity for private partners to control the commercialization and contracting
decisions for their projects, as well as project cash flows. This could mitigate some of the risks
associated with partnering with PDVSA and, for some of these companies, allow them to collect
payments for debts incurred by PDVSA.

Other developments that require attention include the implementation of the Hydrocarbons
Law reforms, which have been significant and aim to increase profitability for projects and open
new options for increased private participation. As currently structured, the reforms grant
broad discretion to the Ministry regulating the hydrocarbons sector to adjust fiscal conditions
on projects based on economic equilibrium considerations.

However, it remains unclear how these considerations would be defined or what criteria would
govern such fiscal adjustments, including whether they would depend on factors such as oil

40 see Office of Foreign Assets Control, Sanctions List Search, accessed on April 1, 2026,
https://sanctionssearch.ofac.treas.gov/Details.aspx?id=25077.
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prices, internal rates of return, or technical conditions of the reservoir, among other technical
and economic assumptions. As a result, companies continue to face uncertainty about what
taxes will apply to any given project.

The reforms also open the possibility for a minority partner in the JV to exercise operational
control of the project, but establish a cost benchmark “on comparable circumstances,” using
projects solely operated by PDVSA (which typically have lower extraction costs due to the
quality of the product and the infrastructure in place). Thus, it seems that the Ministry would
have a role in determining which comparable circumstances apply, and the question remains
whether such information would be available to operators.

Additionally, as discussed before, more information is needed to understand how parties could
resolve any potential conflicts under new or revised contracts, since the general licenses are
explicit in settling these disputes under US law, while the local laws indicate that the Ministry
regulating the hydrocarbons sector, together with the General Attorney’s office, will determine
how controversies will be solved.

The transitory provisions of this reform require the Ministry of Hydrocarbons to evaluate
existing contracts and authorize new terms under the new law within six months of the Law’s
enactment (that is, before the end of July). Additionally, the National Assembly is working on a
draft of further regulations intended to clarify the commercial or technical conditions required
for reductions in income tax or royalties, among other matters. The draft regulations also set
guidelines for determining when private companies are allowed to commercialize crude oil, as
well as the conditions under which minority partners in JVs may control operations.

At the time of publication, it is possible that the National Assembly will have approved these
secondary regulations (which changed some articles that have been in place since 1943 and
1969), although they may not yet have been officially announced. According to news and
market reports, the regulations — among other relevant changes — would confirm that the
Ministry of Hydrocarbons could exercise discretion when deciding whether to change taxes.*

41 Specifically, the regulations provisions by which the Ministry would review companies’ operational plans for

their projects, as well as technical and economic assumptions to determine whether the Ministry would reduce
taxes. See Petroguia, “Proyecto de reglamento de la LOH: ‘En caso excepcional’ se reducira la regalia” (in
Spanish), May 19, 2026, http://www.petroguia.com/pet/noticias/petr%sC3%B3leo/proyecto-de-reglamento-de-
la-loh-%E2%80%9Cen-caso-excepcional %E2%80%9D-se-reducir%C3%A1-la-regal%C3%ADa. Other provisions
seem to include requirements to implement enhanced recovery and secondary recovery in every project. See
Zerpa, F. “Venezuela Circulates Draft of Oil Law Regulations for Companies,” Bloomberg News, May 16, 2026,
https://www.bloomberg.com/news/articles/2026-05-16/venezuela-circulates-draft-of-oil-law-regulations-for-

companies.
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Another major question and source of concern for investors — not just in the hydrocarbons
sector but across the entire Venezuelan economy — is how the debt restructuring process will
be conducted.*’ The Venezuelan government and PDVSA have defaulted not only on bonds but
also on obligations to suppliers, including those in the oil sector. They also have outstanding
liabilities to China and face several litigation and arbitration cases, with awarded claims
estimated between $150 and $170 billion — far exceeding the value of Venezuela’s foreign
assets and PDVSA’s assets.*

A clear mapping of creditors, combined with an orderly and transparent restructuring process,
could signal a way for companies — including those with the capability to participate in the
energy sector — to receive payments while also opening pathways for new investment,
including through equity-like value recovery instruments.

Beyond how a debt restructuring process could be conducted, a broader question is about
whether the Venezuelan government can credibly show companies and investors not only that
contracts can be enforced, but that it can be transparent in managing oil revenues, capable of
creating predictable fiscal and contractual conditions, and, in general, willing to mitigate above-
ground risks** to limit the amount of discretion the Venezuelan government can exercise over
project conditions.

The hydrocarbons sector will also depend on a coordinated effort to revamp infrastructure —
particularly in the electric sector® — to support any increase in economic activity, the growth of

42 0On May 13, the Venezuelan government announced the beginning of a restructuring process of its sovereign

and PDVSA debt, and while the government indicated it will present a macroeconomic framework and public
debt sustainability analysis in June, it is not clear what the timeline will be for the entire process. See Taylor, C.
“Venezuela embarks on $150 billion restructuring of debt amid political turmoil,” CNBC, May 14, 2026,
https://www.cnbc.com/2026/05/14/venezuela-bonds-debt-restructure-maduro-trump-oil.html.

4 Lyngaas, R., “China Could Play Spoiler in Venezuela’s Debt Restructuring,” RAND Corporation, January 29, 2026,

https://www.rand.org/pubs/commentary/2026/01/china-could-play-spoiler-in-venezuelas-debt-
restructuring.html.

4 For example, according to the Worldwide Governance Indicators from the World Bank, in 2024, Venezuela was

among the countries with the lowest scores for government effectiveness (209 out of 213 countries),
regulatory quality (210 out of 213 countries), and rule of law (214 out of 215 countries). See Worldwide
Governance Indicators, 2025 Revision, World Bank (www.govindicators.org), accessed on April 1, 2026.

4 For example, according to De Oliveira (2023), as of 2023, only 33% of the installed electric generation capacity

was available to meet the country’s demand and, as a result, a deficit of 2000 MW was accounted at peak
hours, while electricity production plummeted 43% between 2013 and 2020. See De Oliveira, P. (2023),
“Collapse of Venezuela's electricity system: Informing revitalization efforts through energy transition
opportunities,” The Electricity Journal, 36. The National Assembly is also working on legal reforms to the
electric sector, which will probably also aim to open the sector for private investment (currently the State
oversees the entire electricity supply chain and owns all of Venezuela’s major power companies), and possibly

Continued on next page
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a robust supply chain, and the development of a skilled workforce. Companies will also need to
consider the environmental impact of their operations, especially when working with PDVSA as
a partner, given the numerous reports of environmental crises associated with the company
over the years.*®

In general, the country requires a holistic approach to its energy policy, so that the goal is not
just increasing revenues from hydrocarbon exports, but to develop a system that can support
sustained growth (through reliable and affordable access to energy for its population and all
economic sectors).

Beyond the energy sector, the process of rebuilding the state and strong institutions will have
to address the challenge of creating an inclusive environment for long-term social and political
agreements that can support a shared vision for the country and, through it, aligned policy
goals that can foster the country’s development.

Taken together, recent developments have renewed focus both on the scale of the opportunity
and the complexity of the challenges facing Venezuela’s hydrocarbons sector. As the situation
continues to rapidly evolve, the pace and sustainability of any recovery will depend on the
credibility of institutional reforms, the clarity and stability of the regulatory framework, and the
resolution of broader macroeconomic and political questions, among other factors. For
investors, the approach to Venezuela will require careful calibration of risk, timing, and
engagement strategy.

include revisions to the tariffs. Another question will involve how companies will get the return on their
investments. See Parraga, M., Guanipa, M. and Nava, M. “Power suppliers hesitate as Venezuela seeks grid
repairs without payment guarantees,” Reuters, May 4, 2026, https://www.reuters.com/sustainability/climate-
energy/power-suppliers-hesitate-venezuela-seeks-grid-repairs-without-payment-guarantees-2026-05-04/.

4 For a discussion of some of these environmental impacts, see, for example, Berg, R., “The Role of the Oil Sector

in Venezuela’s Environmental Degradation and Economic Rebuilding,” Center for Strategic and International
Studies, October 12, 2021, https://www.csis.org/analysis/role-oil-sector-venezuelas-environmental-
degradation-and-economic-rebuilding.
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