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Management commentary

Management commentary

In addition to this docunnent, the Company is providing a report to publish its preliminary ~nanczal and
operational results for the first quarter of 2016. The Company encourages the reader to analyze this
document together with the information provided in said report a.nd annexes in addition to the transcript
of its conference call announcing its quarterly results. All comparisons axe made against the same period
of the previous year unless otherwise specified. This call took place on April 28, 2016. Annexes,
transcripts and re~evar~t documents related to this call can be found at www.pemex.com/en/investors.

Quarterly Inforbnation Summary

Total sales net of IEPS (Special Tax on Production.and Services, Impuesto Especial Sobr-e Production
y Servicios} during the f rst quarter of 2016 amounted to MXN 225.0 billion, a 19.6% decrease as
compared to the same period of 201 S.

Operating income recorded during the period amounted to MXN 31.1 billion, a 16.5% decrease as
compared to the first quarter of 2015.

Total hydrocarbons production averaged 3.2 MMboed, ar~d crude oii production decreased by 3.0%

The average price of the Mexican czude oil basket decreased by 43.0%, from USD 45.38 to USD 25.85.

EBITDA totaled MXN 87.1 billion or USD 5.0 billion.

Disclosure of nature of business

Petroleos Mexicanos, its Productive State-owned Subsidiaries, its Affiliates, and its Subsidiary Entities
(PEMEX), comprise the ozl and gas Productive State-Owned Company of the United Mexicans States.
Petr6leos Mexicanos is a Productive State-owned Company of the Federal Goveznment of Mexico, with
legal personality and equity, with technical, operational and managerial autonomy, as established on the
Law of Petroleos Mexicanos.

Disclosure of management's objectives and ifis strategies•for meeting those objectives

Petroleos Mexicanos is Mexico's oil and gas Productive State-owned Company, whose objective is to
compete in an open market and maintain a leadership position in the energy sector, and to generate
economic value in all of its business lines, from the exploration and extraction of hydrocarbons in
Mexico and abroad, ref ning, indusiria.I transformation, processing and commercialization of
hydrocarbons and its derivatives.
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Disclosure of entity's most significant resources, risks and relationships

When evaluating the potential acquisition of securities from tie Company, potential inves
tors must

consider all the information included in the Company's Annual Report, and specially, the ris
k factors

hereby mentioned. These risks could significantly affect PEMEX's performaxice and profitability, 
but are

not the only risks the Company faces. Risks described in this document are the ones PEMEX is 
currently

aware of and that it considers xelevant.

In addition, other risks may exist or emerge in the future, and influence the price of the Co
mpany's

securities.

Risk Factors Related to PEMEX's Operations

Crude oil and natural gas prices are volatile and low crude oil and natural gas prices ad
versely affect

our income and cash flows and the amount of hydrocarbon reserves that we have the right to 
extract and

sell

International crude oil and natural gas prices are subject to global supply and demand and 
fluctuate due to

many factors beyond our control. These factors include competition within the oil and natural gas 
industzy,

the prices and availability of alternative sources of energy, international economic trends, 
exchange rate

fluctuatzons, expectations of inflation, domestic and foreign government regulations ox 
international laws,

political and other events in major oil and natural gas producing and consuming nations and acti
ons taken

by oil exporting countries, trading activity in oil and natural gas and transactions in derivative 
financial

instruments related to oil and gas.

When international crude oil, petroleum product andlor natural gas prices are low, PEMEX gene
rally earns

lessrevenue and, therefore, generates lower cash flows and earns' less income before taxes 
and duties

because its costs remain roughly constant. Conversely, when crude oil, petroleum product and na
tural gas

prices are high, PEMEX earns more revenue and its income before taxes and duties increases. 
During the

first eight nnonths of 2414, the Mexican crude oiI export price rose to more than USD 100.00 
per barrel,

and the weighted average price for the year was USD 86.00 per barrel. However, beginning in 
September

2014, crude oil prices experienced a sharp decline, and in December 2Q14, the weighted average 
Mexican

crude oil export price fell to a low of USD 45.45 per barrel. During 2015, the weighted average 
Mexican

crude oil export price was approximately USD 44.17 per barrel and it fell to USD 26.54 per b
arrel by the

end of December 2015, the lowest price recorded in 201 S, and to USD 20.70 per barrel on Ja
nuary 15,

2016. These sharp declines of crude oiI prices had a dzrect effect on PEMEX's results of operat
ions for the

years ended December 31, 2014 and 2015 and its financial condition as of December 31, 2014 
and 2015.

The continuation of prices at or around these levels or future declines in international crude oil 
and natuxal

gas prices will have similar effects. These fluctuations may also affect estimates of the amount 
of Mexiea's

hydrocarbon reserves that we have the right to extract and sell.

PEMEX is an integrated oil and gas company and is exposed to production, 
equipment and

transportation risks, criminal acts and deCiberate acts of terror.

PEMEX is subject to several risks that are common among oil and gas companies. These 
risks include

production risks {fluctuations in production due to operational hazards, natural disasters 
or weather,

acciderits, etc.), equipment risks (relating to the adequacy and condition of our facilities and 
equipment)
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and transportation risks (relating to the condition and vulnerability of pipelines and other modes of
transportation). More specifically, PEMEX's business is subject to the risks of explosions in pipelines,
refineries, plants, drilling wells and other facilities, oil spills, hurricanes in the Gulf o£ Mexico and other
natural or geological disasters and accidents, fires and mechaxucal failures. Criminal attempts to divert
PEMEX's crude oil, natural gas or refined products from its pipeline network and facilities for illegal sale
have resulted in explosions, property and environmental damage, injuries and Ioss of life.

PEMEX's facilities are also subject to the risk of sabotage, terrorism and cyber-attacks. In July 2007, two
of the company's pipelines were attacked. In September 2007, six. different sites were attacked and 12 of its
pipelines were affected. The occurrence of these incidents related to the production, processing and
transportation of oiI and oil products could result in personal injuries, loss of life, environmental damage
from the subsequent containment, clean-up and repair expenses, equipment damage and damage to
PEMEX's facilities. A shutdown of the affected facilities could disrupt production axid increase production
costs. Although PEMEX has established an information security program, which includes cybersecurity
systems and procedures to protect its information technology, and have not yet suffered a cyber-attack, if
the integrity of its information technology were ever compromised due to a cyber-attack, its business
operations could be disrupted and its proprietary information could be lost or stolen.

Although PEMEX purchases comprehensive insurance policies covering most of these risks, these policies
may not cover all liabilities, and insurance may not be available for some of the consequential risks. There
caa~ be no assurance that accidents or acts of terror will not occur in the future, that insurance will
adequately cover the entire scope or extent of the Company's losses or that PEMEX may not be found
directly liable in connection with claims arising from accidents or other similar events.

PEMEX has a substa~tiat amount of indebtedness and other liabilities, which could affect its financial
condition and results of operations.

PEMEX has a substantial amount of debt. As of December 3 i, 2015, its total indebtedness was
approximately USD 8b.8 billion, in nominal terms, which represents a 30.6% increase compared to the
total indebtedness of approximately USD 77.7 billion as of December 31, 2014. 26.7% of PEMEX's
existing debt as of December 31, 2015, ar USD 23..1 billion, is scheduled to mature in the next three
years. PEMEX's level of debt may increase further in the short or medium term and may have an adverse
effect on its financial condition and results of operations. To service its debt, PEMEX has relied axed may
continue to rely on a combination of cash flows provided by operations, drawdowns under its available
credit facilities and the incurrence o£ additional indebtedness. Tn addition, PEMEX has taken recent actions
to improve its f nanciai condition, such as the implementation of the Austerity and Rational Use of
Resources Program.

Certain zating agencies have expressed concerns regarding PEMEX's: (I) total amount of debt; (2)
significant increase in indebtedness over the Iast several years; (3) negative free cash flow during 2015,
primarily resulting from our significant capital investment projects and the declining price of oil; (4)
substantial unfunded reserve for retirement pensions and seniority premiums, which was equal to MXN
1.3 trillion as of December 31, 2015; and (S} the resilience of its operating expenses notwithstanding the
sharp decline in oil prices that began in late 2014.
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Any further lowering of its credit ratings may have adverse consequences on the company's ability to
access the financial markets andlor its cost of financing. If PEMEX were unable to obtain financing on
favorable terms, this could hamper its ability to (1) obtain further financing and {2} invest in projects
financed through debt and impaix its ability to meet its principal and interest payment obligations with its
creditors. As a result, PEMEX may be exposed to liquidity constraints and may not be. able to service i#s
debt or make the capital expenditures required to maintain its current production levels and to maintain,
and increase, the proved l~ydrocaxbon xeserves assigned to it by the Mexican Government, which may
adversely affect its financial condition and results of operations.

If such constraints occur at a time when PEMEX's cash flow from operations is Iess than the resources
necessary to fiznd its capital expenditures or to meet its debt service obligations, in order to provide
additional Liquidity to its operations, the Company could be forced to further reduce its planned capital
expenditures, implement further austerity measures and/or sell additional non-strategic assets in order to
raise funds. A reduction.in the Company's capital expenditure program could adversely affect its financial
condition and results of operations. Additionally, such measures may not be sufficient to permit it to meet
its obligations.

Developments in the oil and gas industry and other factors may result in substantial write-downs of the
carrying amount of certain of'the Company's assets, which could adversely affect its operating results
and financial condition.

PEMEX evaluates on an axnnual basis, or more frequently where the circurustances require, the ca~ying
amount of its assets for possible. impairment. Its impaizment tests are performed by a comparison of the
carrying amount of an individual asset or acash-generating unit with its recoverable amount. Whenever
the recoverable amount of an individual asset ox cash-generating unit is less than its carrying amount, an
impairment loss is recognized to reduce the carrying amount to the recoverable a~x~.oux~t.

Changes in ~Iie economic, regulatory, business or political environment in Mexico or other markets where
PEMEX operates, such as the recent significant decline in international crude oil and gas prices and the
devaluation of the peso, among other factors, may result in the recognition of impairment charges i:n certain
of the Company's assets. Due to the continuing decline in oil prices, PEMEX has performed impairment
tests of its non-financial assets (other than inventories and deferred taxes} at the end of each quarter. As of
December 31, 2015, the Company recognized an impairment charge of MXN 477,945 million.

Future developments in the economic enviroz~rnent, in tl~e oil and gas industry and other factors could
result in further substantial impairment charges, adversely affecting the Company's operating results and
financial condition.

PEMEX is subject fo Mexican and international anti corruption, anti bribery and anli-money

laundering laws. TI'ie company's, failure to comply with these laws could result in penalties, which could
harm its reputation and have an adverse effect on its results of operations and fcnancial condition.

PEMEX is subject to Mexican and international anti-corruption, anti-bribery and anti-money Laundering

laws. Although the Company maintains policies and processes intended to comply with these laws,
including the review of its internal control over financial reporting, it cannot ensure that these compliance
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policies and processes will prevent intentional, reckless or negligent acts committed by its officers or
employees.

If PEMEX fails to comply with any applicable anticorruption, anti-bribezy or anti-money laundering laws,
the company and its officers and employees may be subject to criminal, administrative or civil penalties
and other remedial measuxes, which could have material adverse effects on its business, financial condition
and results of operations. Any investigation of potential violations of anti-corruption, anti-bribery or
anti-money laundering laws by governmental authorities in Mexico or other jurisdictions could result in an
inability to prepare PEMEX's consolidated financial statements in a timely nnanner. This could adversely
impact the company's reputation, ability to access the financial markets and ability to obtain contracts,
assignments, permits and other government aut]iorizations necessary to participate in the industry, which,
in turn, could have adverse effects on the company's results of operations and financial condition.

PEMEX's compliance with environmental regulations in Mexico could result in material adverse
effects on its results of operations.

A wide range of general and industry-specific Mexican federal and state environmental laws and
regulations apply to the company's operations; these Iaws and regulations axe often difficult and costly to
comply with and carry substantial. penalties for non-compliance. This regulatory burden increases
PEMEX's costs because it requires the Company to make significant capital expenditures and limits its
ability to extract hydrocarbons, resulting in lower revenues. In addition, the Company .has agreed with
other companies to make investments to reduce its carbon dioxide emissions.

Risk Factors Related to Mexico

The effects of the implementation of the new. legal framework applicable to the energy sector in Mexico
are uncertain but likely to be material, and may have a negative impact on us in the short a~ad r~nedium
term..

The enactment of the Secondary Legislation, which refers to the aYticulos transitorios (transitional
articles} that set forth the general framework for the implementing laws that are required to give effect to
the Decreto por el que se refoYman y adicionan diversas disposiciones de la Constitucion Politico de los
Estados Unidos Mexicanos, en Materia de Energia (the "Energy Refozxn Decree"}, has had a significant
effect on PEMEX, and these effects could be adverse to its interests in the short and medium term, as
further described below.

As part of the implementation of the Energy Reform Decree, the Mexican Government announced the
results of the Round Zero process in August 2014; through which PEMEX was assigned oil and gas
exploration and extraction rights in certain areas in Mexico. PEMEX is required to comply with the
exploration plans and development plans for the extraction of hydrocarbons that it submitted to the
Secretaria de Energia (Ministry of Energy) in connection with its assigtzments. If the Company fails to
comply with its exploration and development for extraction plans within the specified time period
authorized by the Ministry of Energy, its xights to continue exploring and developing the underlying areas
may be revoked, which may adversely affect its operating results and financial condition: PEMEX must
make significant capital expenditures to maintain its current production levels, and to maintain, as.well as
increase, the proved hydrocaz~bon reserves assigned to it by the Mexican Government. Reductions in its
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incoxz~.e, adjustments to its capital expenditures budget and its inability to obtain financing may limit i#s
ability to make capital investments.

The Constitution Politica de los Estados Unidos Mexicanos (Political Constitution of the United Mexican
States, or the Mexican Constitution) and the Secondary Legislation a11ow the Mexican Government to enter
into agreements with PEMEX and other oil and gas companies to conduct oil and gas industzy
activities. As a result, the Company faces competition for the right to explore and develop new oil and gas
reserves in Mexico and any joint venture it becomes party to may not prove successful. As of the date of
this docurrzent, the Mexican Government has entered into production shaxing contracts with other oil and
gas companies following t11e competitive bidding processes held in 3uly and September 2015 for shallow
water blocks and in Decembex 2015 for exploratory blocks and discovered'fields in onshore areas.

While the participation of other oiI and gas companies in the Mexican energy sector is intended to provide
a new source of revenues for the Mexican Government and thereby reduce its reliance on PEMEX's
revenues, the Company cannot provide assurances that the amount of our payments to the Mexican
Government will significantly decrease in the near futuxe.

As of the date of #his. document, certain provisions of the Secondary Legislation, including some
provisions of the Ley de Petr6leos Mexicanos (Petrbleos Mexicanos Law), are not yet
effective. Accordingly, the effects of the implementation remain uncer~aitn. However, these effects are
likely to be material and may have a negative effect on the Company's financial condition, results of
operation and pxospects in the short and rn.edium term.

Political conditions in Mexico could materially and adversely affect Mexican economic policy and, in
turn, PENfEX's operations.

Deterioration in Mexico's economic condition, social instability, political unrest or other adverse social
developments iii Mexico could adversely affect PEMEX's business and financial condition. Those events
could also lead #o increased volatility in the foreign exchange and financial markets, thereby affecting the
Cornpazry's ability to attain ne~v financing and service its debt.

Additionally, the Mexican Government announced budget cuts in November 2015 and February 2016 in
response to the recent decline in international crude oil prices, and it may cut spending in the future. These
cuts could adversely affect the Mexican economy and, consequently, PEMEX's business, financial
condition, operating results and prospects.

In the past, Mexico has experienced several periods of slow or negative economic growth, high inflation,
high interest ra#es, currency devaluation. and other economic problems. These problems may worsen or
reemerge, as applicable, in the future and could adversely affect PEMEX's business and ability to service
its debt. A worsening of international financial or economic conditions, such as a slowdown in growth or
recessionary conditions. in Mexico's trading partners, including the United States, ox the emergence of a
new financial crisis, could have adverse effects on the Mexican econaxny, and in the company's financial
condition and ability to service its debt.

Changes in Mexico's exchange control laws may hamper PEMEX's abzliry to service its foreign
currency debt.
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The Mexican Government does not currently restrict the ability of Mexican companies or individuals to
convert pesos into other currencies. However, PEMEX cannot provide assurances that the Mexican
Government will maintain its current policies with regard to the peso. In the future, the Mexican
Government could impose a restrictive exchange control policy, as it has done in the past. Mexican
Government policies preventing PEMEX from exchanging pesos into U.S. dollars could hamper the
company's ability to service its foreign currency obligations, including its debt, the majority of which zs
denominated in currencies other than pesos.

Political conditions inMexico could malerzally and adversely affect Mexican economic policy and, in
turn, PEMEX's operations.

Political events in Mexico may significantly affect Mexican economic policy and, consequently, our
operations. On December 1, 2012, Mr. Enrique Pena Nieto, a member of the Partido Revolucrona~io
Institutional (Institutional Revolutionary Party, or PRI), formally assumed office for a six-year term as the
President of Mexzco. As of the date of this document, no political party holds a simple majority in either
house of the Mexican. Congress.

Mexico has experienced a period of increasing criminal activity, wliich could affect PEMEX's
operations.

In recent years, Mexico has experienced a period of increasing criminal activity, primarily due to the
activities of drizg cartels and related criminal organizations. In addition, the development of the illicit
market in fuels in Mexico has led to increases in theft and illegal trade in the fuels that PEMEX produces.
In response, the Mexican Government has implemented various security measuxes and has strengthened its
military anal police forces, and PEMEX has also established various strategic measures aimed at decreasing
incidents of theft and other criminal activity directed at its facilities and products.

Despite these efforts, criminal activity continues to exist in Mexico, some of which may target PEMEX's
facilities and products. These activities, their possible escalation and the violence associated with them,. in
an extreme case, may have a negative impact on the Company's financial condition and results of
operations.

Risk Factors Related to PEMEX's Relationship with the Mexican Government

The Mexican Government controls ~EMEX, whzch could limit the Company's ability to satisfy its
external debt obCigations or could reorganize or transfer its assets.

PEMEX is controlled by the Mexican Government and its annual budget, which is appxoved by the
Camara de 1?iputados (Chamber of Deputies), may be adjusted by the Mexican Government in certain
respects. Pursuant to ,the Petroleos Mexicanos Law, Petroleos Mexicanos was transfozmed from a
decentralized public entity to a productive state-owned company on October 7, 2014. The Petr6leos
Mexicanos .Law establishes a special regime governing, among other things, the Company's budget, debt
Levels and administrative liabilities. Certain provisions of the special. regime took effect on December- 2,
2014, and on June 10, 2015, the remaining provisions of the special regime governing acquisitions, leases,
services and public works matters became effective. This special regime provides Petroleos Mexicanos
with additional technical and managerial autonomy and, subject to certain restrictions, with additional
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autonomy with respect to its budget. Notwithstanding this increased autonomy, the Mexican Government
still controls PEMEX and has the power to adjust its financial balance goal, which represents the
Company's targeted net cash flow fox the fiscal year based on its projected revenues and expenses, and,
subject to the approval of the Chamber of Deputies, the ceiling on the Company's annual wage and salary
expenditures. The Mexican Government's authority to adjust PEMEX's annual budget may compromise
the Company's ability to develop the reserves assigned to it by the Mexican Government and to
successfully compete with other oil and gas companies that enter the Mexican energy sector. In addition,
the Mexican Government's control over the Company could adversely a.Ffect its ability to make payments
under any securities issued by Petroleos Mexicanos. Although Petroleos Mexicanos is wholly owned by the
Mexican Government, its financing obligations do not constitute obligations of and are not guaranteed by
the Mexican Government.

The Mexican Government's agreements with international creditors may affect the Company's external
debt obligations. In certain past debt restructurings of the Mexican Gavemment, Pefiroleos Mexicanos'
external indebtedness was treated on the same teems as the debt of the Mexican Government and other
public-sector entities, and it may be treated on similar terms in any fiiture debt restructuring. In addition,
Mexico has entered into agreements with official bilateral creditors to reschedule public-sector external
debt. Mexico has not requested restructuring of bonds or debt owed #o multilateral agencies.

The Mexican Government has the power, if the Mexican Constitution and federal Iaw were further
amended, to further reorganize the Company's corporate structure, including a transfer of all or a portion of
its assets to an entity not controlled, directly ox indirectly, by the Mexican Government. The reorganization
and transfer of assets contemplated by the Energy Reform Decree axed the Secondary Legislation, or oily
other reorganization or transfer that the Mexican Government may effect, could adversely affect the
Company's production, disrupt its workforce and operations and cause it to default on certain obligations.

PEMEX pays significant speciaC taxes and duties to the Mexican Government, which may limit the

company's capacity to expand its investment program or negatively impact its financial condition
generalCy.

PEMEX is required to make significant payments to the Mexican Government, including in the form of
tomes and duties, which may Iimit -its ability to male capital investments. In 2015, approximately 28% of
our sales revenues were used fox payments to the Mexican Govez7nxnent in the form of taxes and duties,
which constituted a substantial portion of the Mexican Government's revenues.

The Secondazy Legislation includes cha~n.ges to the f seal regime applicable to PEMEX, particularly with
respect to the exploration and production activities that the company carries out in Mexico. Beginning in
2Q16, PEMEX has the obligation, subject to the conditions set forth in the Petroleos Mexicanos Law, to
pay a state dividend in lieu of certain payments that it paaid at the discretion of the Mexican- Government.

This state dividend will be calculated by the Ministry of Finance and Public Credit as a percentage of the
net income that tine Company generates through activities subject to the Ley de Ingresos sobre
Hidrocarburos (Hydrocarbons Revenue Law) on an annual basis and approved by the Mexican Congress in
accordance with the terms of the Petxoleos Mexicanos Law.
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Although the changes to the fiscal regime applicable to PEMEX are designed in part to reduce the
Mexican Government's reliance on payments made by the Company, it cannot provide assurances that it
will not be required to continue to pay a Large proportion of its sales revenue to the Mexican Government.

As of the date o£this document, PEMEX is assessing the impact that these changes may have on it.

The Mexican Government has unposed price controls in the dorraestic market on our products.

The Mexican Government has from time to tune imposed price controls on the sales of natural gas,
liquefied petroleum gas, gasoline, diesel, gas oil intended for domestic use, fuel oil and other products.

As a result of these price controls, PEMEX has not been able to pass on all of the increases in the prices of
its product purchases to its customers in the domestic market. PEMEX does not control the Mexican
Government's domestic policies and the Mexican Government could impose additional price controls on
the domestic market in the future. The imposition of such price controls would adversely affec# the
Company's results of operations..

The Mexican nation, not PEMEX, owns the I:ydrocarbon reserves located in Mexico and PEMEX's
right to continue to extract these reserves is subject to the approval of the Ministry of Energy.

The Mexican Constitution provides that the Mexican nation, not PEMEX, owns all petroleum and other
hydrocarbon reserves Located in Mexico.

.A.rticle 27 of the Mexican Constitution provides that the Mexican Government will carry out exploration
and e~ctraction activities through agreements with third parties and through assignments to and agreements
with PEMEX. The Secondary Legislation allows PEMEX and other oil and gas compazues to explore and
extract the petroleum and other hydrocarbon reserves located in Mexico, subject to assignment of rights by
the IVlinistry of Energy and entry into agreements pursuant to a competitive bidding process.

Access to crude oil and natural gas reserves is essential to an oil and gas company's sustained production
and generation of income, and PEMEX's ability to generate income would be materially and adversely
affected if the Mexican Government were to restrict or prevent it from exploring or extracting any of the
crude oil and natural gas reserves that it has assigned to the Company or if PEMEX were unable to
compete effectively with other oil and gas companies in future bzdding rounds for additional exploration
and extraction rights in Mexico.

The information on oil, gas and other reserves is based on estimates. Reserves valuation is a subjective
process of estimating underground accumulations of czude oil and natural gas that cannot be measured in
an exact manner; the accwracy of any_ reserves estimate depends on the quality and reliability of available
data, engineering anal geological interpretation and subjective judgment. Additionally, estimates may be
revised based on subsequent results of drilling, testing and production. These estimates are also subject to
certain adjustments based on changes in variables, including crude oil prices. Therefore, proved resezves
estimates m.ay differ materially from the ultimately recoverable quantities of crude oil and natural gas.

PEMEX revises annually its estimates of hydrocarbon reserves that it is entitled to extract and se11, which
may result in material revisions to these estimates. The Company's ability to maintain its long-term growth
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objectives for oil production depends on its ability to successfully develop its reserves, and failure to do so
could prevent it from achieving its long-term goals for growth in production.

PEMEX must make significant capitat expenditures to maintain its current production levels, and to
maintain, as well as increase, the droved hydrocarbon reserves assigned to it by the Mexican
Government. Reductions in the company's income, adjustments to its capital 'expenditures budget and
PEMEX's inability to obtain financing may limit zts ability to make capital investments.

Because PEMEX's ability to maintain, as well as increase, its oiI production levels is highly dependent
upon the Corr~pany's ability to successfully develop existing hydrocarbon reserves and, in the long term,
upon its ability to obtain the right to develop additional reserves, PEMEX continually invests capital to
enhance its hydrocarbon recovery ratio and improve the reliability and productivity of its infrastructure.

PEMEX's crude oil production decreased by 0.2% fronr~ 2011 to 2dI2, by 1.0% from 2012 to 2013, by
3.7% from 2013 to 2014, and 6.7% froze 2014 to 2015, primarily as a result of the decline of production in
the Cantarell, Aceite Terciario del Golfo (ATG}, Delta del Grijalva, Crudo Lzgero Marino and Ixta1-Manik
projects.

The transitional articles of the Energy Reform Decree outline a process, commonly referred to as Round
Zero, fox the determination of PEMEX's initial allocation of rights to continue to carry out exploration and
extraction activities in 1Vlexico. On August 13, 2014, the Ministry of Energy granted PEMEX the right to
continue to explore and develop areas that together contain 95.9% of Mexico's estimated proved reserves
of crude oil and natural gas. The development of the reserves that were assigned to PEMEX pursuant to
Round Zero, particularly the reserves in the deep waters of the Gulf of Mexico and in shale oil and gas
fields in the Burgos basixz, will demand significant capital investments and will pose significant operational
challenges. PEMEX's right to develop the reserves assigzzed to it through Round Zero is conditioned on its
ability to develop such reserves in accordance with the company's development plans, which were based
on its technical, financial and operational capabilities at the time. PEMEX cannot provide assurances that it
will have or will be able to obtain, in the time frame that it expects, sufficient resources or the technical
capacity necessary to explore and extract the reserves that the Mexican Government assigned to it as part
of Round Zero, or that it may grant to PEMEX in the future. The Company would lose the right to continue
to extract these reserves if it fails to develop them in accordance with its development plans, which could
adversely affect PEMEX's operating results and financial condition. In additzon, inexeased compe#ition in
the oiI and gas sector in Mexico may increase the costs of obtaining additional acreage in bidding rounds
far the rights to new resezves.

The Company's ability to make capital expenditures is limited by the substantial tomes and duties that we
pay to the Mexican Government, the ability of the Mexican Government to adjust our annual budget -and
cyclical decreases in our revenues primarily related to lower_ oiI pxzces. The availability of financing may
Iimit our ability to make capital investments that are necessary to maintain current production levels and
increase the proved hydrocarbon reserves that we are entitled to extract.

Increased competition zn the energy sector dr~e to t{ae new legal framework in Mexico could adversely
affect PEMEX's business and financial performance.
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The Mexican Constitution and the Ley de Hidrocarburos (Hydrocarbons Law) allows other oil and gas
companies, in addition to PEMEX, to carry out certain activities related to the energy sector in Mexico,
including exploration and extraction activities.

The Mexican Government will carry out exploration and extraction activities through assignments to, or
agreements with, PEMEX and through agreements with other oil and gas companies. The oil and gas fields
that the Company did not request or were not assigned to pursuant to Round Zero (including the areas
assigned to it on a temporary basis} are subject to competitive bidding processes open to participation by
other oil and gas companies in which PEMEX will not have a preferential right. The Company will also
likely face competition in connection with certain refining, transportation and processing activities. ~ In
addition, increased competition could make it more difficult for the Company to hire and retain skilled
personnel. If the Company is unable to compete successfully with other oil and gas companies in the
energy sector in Mexico, its results of operations and financial condition may be adversely affected.

We may claim some immunity under the Foreign Sovereign Immunities Act and Mexican law, and your
abilzty to sue or recover mr~y be limited.

PEMEX is apublic-sector entity of the Mexican Government. Accordingly, no one maybe able to obtain a
judgment in a U.S. court against the Company unless. the U.S. court determines that PEMEX is not entitled
to sovereign immunity with respect to that action. Under certain circumstances, Mexican law may Iimit
others' ability to enforce judgments against PEMEX in the courts of Mexico. The Company also does not
know whether Mexican charts would enforce judgments . of U.S. courts based on the civil liability
provisions of the U.S. federal securities laws. Therefore, even if others were able to obtain a U.S. judgrxaent
against PEMEX, they might not be able to obtain a judgment in Mexico that is based on that U.S.
judgrrzent. Moreover, they may not be ab]e to enforce a judgment against the Company's property in the
United States except under the limited circumstances specif ed in the Foreign Sovereign Immunities Act of
1976, as amended (the "Foreign Sovereign Imrnuruties Act"}. Finally, if others were to bring an action in
Mexico seeking to enforce the Company's obligations ubder any securities issued by Petroleos Mexicanos,
satisfaction of those obligations maybe made in pesos, pursuant to the Iaws of Mexico.

PEMEX's directors and officers, as well as some of- the experts named in oux most recent Form 20-F,
reside outside the United States. Substantially all of the Company's assets and those of most of the
Company's directors, officers and experts are located outside the United States. As a result, investors may
not be able to effect service of process on the Company's directors or off cers or those experts within the
United States.

Rece~Yt U.S. federal court' decisions addressing the meaning of ranking provisions could potentially
reduce or hinder the ability of issuers such as us to restructure their debt.

As of the date of this document, PEMEX cannot be subject to a bankruptcy proceeding under the Ley de
Concursos Mercantiles {Commercial Bankruptcy Law of Mexico} because it is inapplicable to the
Company. Accordingly, any future debt restzucturing, to the extent it is not regulated otherwise as a result
of specific legislative action in Mexico ,{including legislative action approving its dissolution and
liquidation), will xequire the consent of the Company's creditors based on the consent provisions set forth
in PEMEX's financing instruments.
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In NML Capital, Ltd. v. Republic of Argentina, the U.S. Court of Appeals for the Second Circuit ruled that
the ranking clause in certain defaulted bonds issued by Argentina prevents Argentina from making
payments on certain of its performing debt unless it makes pro rata payments on defaulted debt that ranks
pari-passu with the performing debt. The ruling in NML Capital, Ltd. v. Republic of Argentina requiring
ratable payments could potentially hinder or impede a £afore debt restructuring or distressed debt
management in which the debtor is not subject to a bankruptcy regime, unless the debtor can obtain the
requisite creditor consents, including pursuant to any applicable collective action clauses contained in the
Company's debt securities. PEMEX cannot predict how this decision may impact any future debt
restructuring of an issuer such as PEMEX.

Risk factors related to the Certificados Bursatile.~

Seco~tdary Market for the Certificados Bursritiles

Currently, Certificados Bursatiles (peso-denominated publicly traded notes) present love operation Ievels
in the secondary zx~axket and the Company cannot provzde assurances that there wi11 be a sustained
development of said market. These notes have been registered in the Registro National de Yalores
(Mexican National Securities Registry, RNV} and are traded in the Bolsa Mexicana de Valores {Mexican
Stock Exchange). Notwithstanding, the Company cannot provide assurances that theze will be an active
market to trade -these Ce~tificados Bursatiles, ox that they will be Traded at par or above its initial offering.
The previous could linnzt the holders' capacity to sell them at the price, moment and amount that they may
wish to. Therefore, potential investors must be prepared to assume the risk in investing in Certificados
Bursktiles until their maturity.

To promote liquidity to Certificados Bursatiles, in November 2013, the Company established a Market-
Makers Program for its peso-denominated Certificados Bursatiles at fixed and floating rates, and for the
Certificados Bursatiles in the form of Global Depositary Notes. This program is directed to financial
institutions under applicable laws and with regard to the operating rules set forth by the Company in. its
website.

All of the Company's ee~•tificados Bursatiles are registered in the RNV, and the Company has no other
type of securities in said Registry..

The Company considers it has fulfilled its obligations as a securities issuer, and it has met the payment of
principal and interests derived from the issuance of its notes.

Use of Proceeds

The total amount of resources obtained from the Company's issuance of Certificados Bursatiles have
entered tYze Company's treasury and have been allocated regaxding its investment program, and for tine
payment of loans or other liabilities the Company may have, accordingly.

Public Domain Documents

Any public informatzorz that the Company has delivered to national and foreign securities regulators under
the Ley del Mercado de Ilalo~es {Securities Market Law) and other applicable normativity can be accessed
at the Company's website, wvv~v.pemex.coin and be obtained as per request of any investor through a
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written request to the Company, located at Avenida Marina National No. 329, Torre Ejecutiva, Piso 38,
Colonia Veronica Anzures, C.P. 11311, Ciudad de Mexico, Mexico, Telephone No.: +52 (55)1944-9700,
E-mail: ri ci,pesnex.com.

Disclosure of results of operations and prospects

Exploration & Pxoduction 1Q15

Crude Oil Production

During the first quarter of 2016, total crude oil production averaged 2,230 Mbd, a 3.0% decrease as
compared to the same period of 2015. This variation was primarily due to:

a 4.1 %decrease in the production of heavy crude oil, as a result of the natural decline in production
and an increase in the fractional water flow of we11s in highly fractured deposits of the Cantarell
business unit in the Northeastern Marine region; and

• a 4.5% decrease in the production of light crude oil, primarily due to (i) a natural decline in
production at the Tsimin field of the Litoral de Tabasco business unit and at Ixtal of the Abkatun-Pol-
Chuc business unit, (ii) production deferrals at frelds of the Abktatun-Poi-Chuc business unit, as a
result of the incident that occurred at the Abkatun-A platform in February 2016. This deczease was
partially offset by a 42% incxease in light crude oil production at the Xanab, Chuhulc and Onel fields
in the Southwestern Maxine region. Altogether, these fields reached an average production of 202
Mbd by the end of the first quarter of 2016,.

These decreases were partially offset by a b.2% increase in extra-light crude oil production, mainly due to
a 50% increase in production at the Xu~c field in the Southwestern Marine region that began production in
June 2014. The increase in production at the Xux field contributed an average of 63 Mbd to total crude oil
production during this quarter.

Natural Gas Production

Durzng the first quarter of 201.6, total natural gas production (without considering nitrogen) decreased by
10.1 % announting to 5,174 MMcfd, mainly as a result of:

a 6.3%decline in associated gas production, primarily due to (i) the natural decline in production of
crude oil and closing of wells with hzgher gas-oil ratios at the Aka1 field of the Cantarell business
unit, (ii) praductzon deferrals at fields of the Abkatun-Pol-Chuc business unit, as a result of the
incident that occurred at the Abkatun-A platform in February 2016; and
an 18.7% reduction in non-associated gas production during this period, mainly due to a natural
decline in production at the Burgos and Veracruz business units of the Northern region.

Gas Flaring

During the first quarter of 2016, gas flaring increased by 264 MMcfd, primarily as a result of the incident
that occurred at the Abkatun-A platform in Febn.iary 20I6.

As a result, natural gas use as a percentage of production during the period amounted to 91.4%.
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Operating Wells and Completion of Wells

During the first quarter of 2016, the average number of operating wells totaled 9,209, a 3.1% decrease as
compared to the sazx~.e period of 2015.

The completion of wells decreased by 16.7%, a decrease of 14 wells, due to a decrease in the completion

of development wells. The previous was primarily the result of a scheduled reduction of development

activities at the Burgos, Samaria Luna and Macuspana-Muspac business units, due to the budget

adjustments approved by the Board of Directors at the beginning of 2016. Despite this increase, six

exploration wells were completed during the quarter, which is equivalent to the number of wells completed

during the same period of ZO15.

Seismic Information

No additional 2D or 3D seismic data, was acquired during the first quarter of 2016.

Additional Information Related to E&P Activities

Abkatun—A Incident

On February 7, 2016, a fire broke out in the compression area of the Abkatun — A platform, in the

Campeche Sound. As a xesult of the incident, three people lost their lives and six were injured. PEMEX

deeply regrets the deaths and injuries suffered by workers from the incident.

Industrial Transformation 1 Q 16

Crude Oil Processing

During the first quarter of 2016, total crude oil processing increased by 2.3%, to 1,081 Mbd, primarily due

to an increase in light crude oil processing, as a result of a reduction in non-scheduled shutdowns at the

Salamanca and Tula refineries. As a result, PEMEX's usage of its primary distillation capacity increased

by 1.4 percentage points.

The ratio of heavy crude oil to total crude oil processed by the National Refinimg System (NRS) decreased

by 3.6 percentage points. However, the ratio increased by 4.8 percentage points at the three revamped

refineries (Minatitlan, Cadereyta and Madero), as part of an effort to take advantage of highly specialized

equipment to convert residuals and maximize the output of middle distillates.

Production of Petroleum Products

Total petroleum products output decreased by 1.3%, as compared to the same period of 2015, primarily

due to a decrease in production of liquefied petroleum gas (LPG} at gas processing centers, as a result of a

reduction in the supply of natural gas.

Variable Refining Margin
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PEMEX's NRS recorded a positive variable refzning margin of USD 2.31 per barrel, a USD 2.44 per
barrel increase, as compared to the fzrst quarter of 2015. This increase was prixr~arily due to the recovery of
internationa.I refining mazgins during the period.

Natural Gas Processing and Production

Natural gas processing decreased'by 10.5%, in response to the decreased availability of sour and sweet
wet gas from both the offshore and onshore regions. As a result, dry gas and natural gas liquids production
decxeased by 9.5%and 12.3%, respectively.

Condensates processing decreased by 5.6%, during the first quarter of 20 i 6, as compaxed to the same
period of 2015; primarily due to a decrease in the supply of sweet condensates from Burgos.

Petrochemicals Production

During the first quarter of 2016, the production of petrochemical products decreased by 9.2%, or 117 Mt,
as compared to the same period of 2015, primarily due to the fallowing:

-a 72 Mt decrease in production in the methane derivatives chain, due to decreased output of carbon
dioxide and ammonia, in response to a reduction in the supply of natural gas;

-a 29 Mt decrease in production in the ethane derivatives chain, due to a reduction in the supply of ethane
in response to (i) non-scheduled shutdowns at the Morelos petrochemical complex, and (ii) the start of
operations of the Braskem-Idesa ethane cracker; and

-a 58 Mt decrease in 'production in the aromatics and derivatives chain, largely due to a decrease in
production of high octane hydrocarbons, in order to increase octane. gasoline output.

PEMEX Gas Stations

As of March 31, 2016, a total of 11,281 PEMEX gas stations were recorded, a 3.4% increase as compared
to the number recorded as of March 31, 2015.

Other Information Related to Industrial Transformation

Accident at PMV plant

On April 20, 2016 an explosion occurred at the Clorados 3 plant of Petroquitx~ica Me~icana de Vinilo
(PMV) in Coatzacoalcos, Veracruz, operated by Mexichem S.A.B. de C.V. and co-owned by PEMEX. As
of the date of this report, 32 people died and 136 were injured as a result of the incident, of which 18
remain hospitalized, 13 of them in critical state. Continuous monitoring of air quality is being carried out
to determine the existence of any substance that could represent a health risk. In addition, investigations
are being conducted to determine the cause of the accident. PEMEX deeply regrets the loss of human lives
andrnjuxies sustained by the workers due to this incident.

Industrial Safety 1T16
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Frequency Index

During the first quarter of 2016, the accuanulated frequency index foz PEMEX personnel was 0.47 injuries
per million xnan-hours worked (MMhh), which represents a 2% increase as compared to the same period of
2015.

The frequency index refers to the number of accidents witk~ incapacitating injuries per million man-hours
worked {MMhh) with risk exposure during the relevant period of time. An incapacitating injuzy is an
injuzy, functional damage or death that is caused, either immediately or subsequently, by a sudden event at
work or during work-related activities. Man-hours worked with risk exposure represent the number of
hours worked by all personnel, includzng overtime hours.

Severity Index

By the end of the first quarter of 2015, the accumulated severity index was 19 days lost per MMhh, a 36%
decrease as compared to the carne period of 2015.

To reverse the trend observed in severe accidents, Petroleos Mexicanos has (i) implemented new mandates
and programs outlined by the Safety, Health arzd Environmental Protection and operational Reliability
Systems (SSPA for. its acronym in Spanish), (ii} reinforced the policies implemented by all personnel in
safety departments and (iii) worked towards the fizlfillment of alI 13 guidelines stated by the SSPA.
Additionally, a new SSPA audit and advisory services program has been implemented in key working
centers of Pemex Exploration and Production and Pernex Industrial Transformation, hospitals, warehouses
and child development centers.

Additionally,.awareness campaigns aimed to increase safety and reduce accidents at work were carried out
to address incidences of minor and non-severe accidents.

The severity index refers to the total number of days lost per million. man-hours worked with risk exposure
during the relevant period of time. The number of days lost is based on medical leaves of absence for
injuries stemming from accidents at work, plus the number of corresponding days on which compensation
is paid for partial or total disability or death.

Environmental Protection 1T16

Sulfur Oxide Emissions

During the first quarter of 2016, sulfur oxide emissions increased by 54.2% as compared to the same
period of 2015, due to emissions produced as a result of the decline in wells that use nitrogen to increase
its production, which resulted in an increase in the generation of sour gas with a high nitrogen content that
is burnt at the Abkatun—A Complex and at the Akal C7/C8 Gas Processing Center (GPC). In addition, a
sulfur recuperation unit from the Cactus GPC was removed for maintenance, which also contributed to the
increase in sulfizr oxide emissions during the first quarter of 2016.

Water Reuse
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The reuse of water increased by 10% as corrxpared to the same period of 2015, primarily due to an increase
in the utilization rates of residual water treatment plants at the Minatitlan, Cadereyta and Tula refineries.

Financial position, liquidity, and capital resources

QUARTERLY FINANCIAL RESULTS 1Q16

During the first quarter of 2016, PEMEX continued to opexate in an adverse price environment as a
res#ructured company under the new fiscal regime. During this period, PEMEX has taken advantage of the
new tools and instruments provided by the Energy Reform to navigate the volatility of the financial
markets.

The factoxs that have had a significant impact on the company's f nancial results in the f rst quarter of
2016 are: (i) low hydrocarbon prices, (ii) the depreciation of the Mexican peso against the U.S. dollar, {iii}
the National Hydrocarbon Commission's reduction of the econorrzi.c horizon of oil reserves to 20 years,
(iv) changes in the interest rates of Mexican Government bonds, and (v) changes to PEMEX's pension
sys#em•.

Total Sales

During the first quarter of 2016, total sales decreased by 19.5%, as compared to the same period of 2015,
primarily as a xesult o£

-a 35.7% decrease in exports of cxude oil and condensates, largely due to the steep decline in oil prices.
The price effect an exports of oiI and condensates had a negative impact of MXN 18.8 billion, and the
sales volume decreased by MXN 7.2 billion. The price of the Mexican crude oil basket decreased by USD
19.53, from USD 45.38 per barrel during the first quarter of 2015 to USD 25.85 per barrel during the first
quarter of 20 ~ 6;

-a 12.6% decrease in domestic sales of gasoline and diesel, primarily as a result of negative price
variations, in spite of a slight increase in sales volurrie. The price effect on the domestic sales of gasoline
and diesel had a negative impact of MXN 18.3 billion, while sales vaiurne increased by MXN 3.2 billion;

-a 32.8% decrease in exports of petroleum products, primarily as a result o£ lower prices. The price effect
on the reduction of petroleum products'. exports had a negative impact of MXN 6.2 billion, and sales
volume decreased by MXN 4.4 billion; and

a 5.5% oz MXN 1.1 billion decrease in domestic sales of LPG.

Gross &Operating Income

During the first quarter of 2016, gross income decreased by 153% or MXN 11.3 billion, as compared to
the same period o£ 2015. This decline was due in part to modifications to PEMEX's tax regime, which
came into effect on January 1, 2015, in'accardance with the Hydrocarbons Revenue Law. This law requires
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direct taxes and duties to be recorded as a line item titled Hydrocarbon Exploration~and Extraction Taxes
and Duties under the cost of sales line item.

In addition, operating income decreased by 16.5%, as compared to the same period of 2015, prirnaxily as a
result of Lower reference prices for refined products and its negative impact on sales, despite reductions of
21.0% in cost of sales, 32.6% in transportation and distribution expenses, and 6.1% in administrative
expenses.

The cost of sales vas positively affected by a MXN 14.0 billion decrease in inventory variation, a n~
10.0 billion reduction in depreciation and amortization, and a MXN 6.0 billion decrease on the impairment
of fixed assets. Additiozaally, the net cost of employee benefits of the period decreased by MXN 3.9
billion, resulting from changes to the company's pension system.

Composition of Net Income (Loss)

During the first quarter of 2416, PEMEX's net lass decreased by 38.3%, to MXN 62.4 billion, pzimarily as
a result of

-operating income o£ MXN 31.1 billion;

-net interest expense of MXN 17.8 billion;

-income associated with financial derivatives of MXN 8.9 billion;

-a foreign exchange loss of MXN 19.0 billion; and

-taxes and duties of MXN b5.0 billion

Beginning in 2015, PEMEX became subject to a new fiscal regime that is more in line with the rest of the
oil ~ and gas industry. However, PEMEX, unlike other companies, is still not able to deduct all of its
operating costs and expenses from its calculation of taxes and duties.' As a result, taxes and duties paid
have consistently been greater than. income before taxes and duties and operating income since 1998, other
than in 2006, when the cap on permitted deductions was updated.

To reduce the impact of this tax regime, on April 18, 2016, the Federal Government published in the
Off cial Gazette of the Federation a decree that grants certain, forms of tax relief to assignment operators.
These benefits will be applicable through 2Q16, and will be applied retroactively far the first months of
2016. The new decree is expected to reduce PEMEX's payments on the Prof t Sharing Duty and to
improve its financial condition.

Evolution of Net Income (Loss)

The decrease in net loss during the first quarter of 2016 is primarily explained by:

-a 16.5% deczease in opezating income;

-a MXN 4.4 billzon increase in net interest expense;
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-a MXN 25.1 billion increase in income associated with financial derivatives, mainly due to the
appreciation of the U.S. dollar against currencies in which Petroleos Mexicaiios has entered into cross
currency swaps other than. the Mexican peso;

-an increase of MXN 2.4 billion in foreign exchange Tosses, as a result of the depreciation of the Mexican
peso relative to the U.S. dollar during the first quarter, from N~1J.5.1542 per U.S. dollar in 2015, to
MXN 17.4015 per U.S. dollar in 2016; and

-a 29.1 %decrease in taxes and duties, due to a decline in the price of the Mexican crude ail basket and to a
lower crude oil production.

As a result, PEMEX recorded a net loss of NCI 62.0 billion during the first quarter of 2016, as compared
to a net loss of MXN 100.5 billion during the same period of 2015.

Comprehensive Income (Loss)

Other comprehensive results decreased by MXN 6.7 billion, primarily as a result of an_ increase of MXN
6.8 billion in currency transla#ion effects. As a result, the comprehensive Ioss for the first quarter totaled
MXN 62.8 billion.

.FINANCIAL INFORMATION AS OF MARCH 31, 2416

Working Capital

As of March 31, 2016, working capital totaled MXN (82.7) billion, primarily as a result of a MXN 6.6
billion increase in tomes and duties payable, a MXN 5.5 billion increase in accounts and accrued expenses
payable, and a MXN 2.1 billion increase in short-term financial debt. In addition, accounts payable to
suppliers decreased by MXN 433 billion.

Debt

Total f nancial debt increased by 8.7%, primarily due to additional financing activities carried out during
the first quarter of 2016. Total financial debt amounted to IVIXN 1,622.9 billion or USD 93.3 billion.

During the first quarter o£ 2016, Petroleos Mexicanos and PMI (refers to P.M.I. Holdings, B.V., P.M.I.
Norteamerica, S.A. de C.V., Pemex Finance Ltd. and Pro-Agroindustria, S.A. de C.V.) total financing
activities amounted to MXN 2I I.0 billion or USD 12.1 billion. Total debt payments made during the
period amounted to MXN 95.9 billion or USD 5.5 billion.

PEMEX's financing strategy is intended to take advantage of financial markets with increased liquidity,
maximize efficiencies with respect to reference curves, seize opportunities in select markets and maintain a
diversified debt maturity profile.

Investment Activities
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The Mexican Congress originally approved a 2016 investment budget for PEMEX of MXN 293.1 billion
(USD 18.E billion, at the average exchange rate established in the Economic Package Fiscal Year 201b of
MXN 15.94 = USD 1.00).

In order to meet the financial balance goal of MXN (149.2) billion established by the Mexican Congress
for 2016, the Board of Director of PEMEX approved a MXN 100.1 billion cut to the company's budget.
This adjustment is intended to reposition PEMEX to embrace its new role as astate-owned productive
company under the Energy Reform framework.

As a result of this adjustment, PEMEX now expects to invest approximately MXN 204.4 billion (USD
11.7 billion, at the exchange rateestablished in the Budget Adjustment Plan of MXN 17.40 = USD 1 AO} j
during 201b:

-MXN 169.8 billion to Pemex Exploration and Production (includes maintenance expenditures), MXN
26.3 billion of which are allocated to exploration;

-MXN 21.4 billion to Pemex Industrial Transformation;

-MXN 3.9 billion to Petroleos Mexicanos Corporate;

-MXN 4.5 billion to Pemex Logistics;

-MXN 2.7 billion to Pernex Drilling and Servzces;

-MXN i .8 billion to Pemex Ethylene; and

-n~i 0.4 billion to Pemex Fertilizers.

During the first quarter of 2016, PEMEX spent MXN 76.4 billion (USD 4.2 billion) on izavestment
activities, which represents 373% of the total investment budget of MXN 204.4 billion that was
programmecl for the year. These investments were allocated as follows:

-MXN 67.0 billion to Pemex Exploration and Piroduction (includes maintenance expenditures}, MXN 13.2
billion of which were allocated to exploration;

-MXN 7.3 billion to Pemex Industrial Transformation;

-MXN 0.2 billion to Petroleos Mexicanos Corporate;

-MXN 1.6 billion to Pemex Logistics;

-MXN 0.44 billion to Pemex Drilling and Services;

-MXN 0.2 billion to Pemex Ethylene; and

-MXN 0.1 billron to Pemex Fertilizers.

Financing Activities
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Capital Markets

On March 15, 2016, Petroleos Mexicanos issued the following series of securities for an aggregate amount
of EUR 2.5 billion:

-EUR 1,350.0 million 3.75% Notes due 2019; and

-EUR 904.0 million 5.125% Notes due 2023.

On March 23, 2016, Petroleos Mexicanos issued MXN 5.0 billion of Certificados Bursatiles due October
2019, at a floating rate of TIIE 28 + 135 basis points.

Bank Loans

During the first quarter of 201b, Petroleos Mexicanos entered into bank loans with Mexican development
banks for an aggregate amount of MXN 15.0 billion:

-On March 17, 2016, PEMEX entered into a credit facility for MXN 2.0 billion at a floating rate of TIIE 28
+ 52 basis points, due 2017;

-On March 17, 201b, PEMEX entered into a credit facility for MXN 33 billion at a floating rate of TIIE 28
+ 52 basis points, due 2017; and

-On March 28, 2016, PEMEX entered into a credit facility for MXN 9.7 billion at a floating rate of TIIE 28
+ 31 basis points, due 2017.

Liquidity Management

As of April 28, 2016, Petr6leos Mexicanos holds syndicated revolving credit lines for liquidity
management in the amounts of USD 4.5 billion and MXN 23.5 billion, of which USD 1.63 billion and
MXN 9.1 billion are available.

Disclosure of critical performance measures and indicators that management uses to
evaluate entity's perFormance against stated objectives

Ratios
Financial Ratios

2016 2015

Liquidity 0.8 0.6

Acid ratio 0.64 0.5
LIQUIDITY

Working capital -82,746.80 -176,207.20

Working capital to assets -0.05 -0.1

SOLVENCY 
Debt to equity ratio -2.31 -233

Debt to assets ratio 1.76 1.75
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Coverage ratio

Liability-equity ratio

Short-term debt ratio

Return on equity

Net profit on total assets

Earnings Before Interests and Takes and duties
(EBIT)

EBIT an sales
PROFITABILITY 

Earnings Before Interests, Taxes an duties,
Depreciation and Amortization (EBITDA)

EBITDA on sales

Gross margin on profits

• Total assets tum over

I.59 2.46

-2.02 -2

O.I3 0.14

0.04 0.12

-0.03 -0.05

31,099.3G 37,265.30

0.14 0.13

47,857.00 57,533.50

0.21 0.2I

0.28 0.26

0.12 0.13
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[210000] Sfiatement of financial position, currentlnon-current

. ...
~.
~.~

..

Cash and cash equivalents 141,013,714 109,368,880
Trade and other current receivables 100,432,457 79,245,821

Current tax assets, current o p

Othercurcentfinancial assets 5,120,336 7,601,106

Current inventories 44,736,214 43,770,928

Current biological assets 0 p

Other current non-financial assets 0 0

Total current assets other than non-current assets or disposal groups classified as held for sale or as held for 291;302,721 233,986,735
distribution to owners

Non-current assets or disposal groups classified as held for sale or as held for distribution to owners 33,213,762 33,213,762

Total current assets 324,516,483 267,200,497

Trede and other non-current receivables 0 0

Current tax assets, non-current 0 0

Non-current inventories 0 0

Non-current biological assets o p

ether non-current financial assets 13,635,963 13,191,0.68

Investments accounted for using equity method 0 0

Investments in subsidiaries, jointventures and associates 24,217,304 24,165,599

Property, plant and equipment 1,344,075,331 1,344,483,631

Investment property 0 0

Goodwill 0 0

Intangible assets other than goodwill 63,025,579 7T,712,621

Deferred tax assets 55,346,554 54,900,384

other non-current non-financial assets o 0

Total non-currentassefs 1,500,300,73 1,58,453,703

Total assets 1,824,817,214 1,775,634,200

.~ ..

Trade and other current payables 124,046,754 167,31b,243

Current tax liabilities, current 49,fi99,282 43,046,716

OthefCurrentfinancialliabflities 214,758,867 219,809,355

Other current non-financial liabilities 18,758,360 13,237,407

Current provisions for employee benefits 0 0

Other current provisions 0 0

Total current provisions D 0

Total Currert liabilities other than liabilities included in disposal groups classified as held for sale 407,263,283 443,407,721

Liabilities included in disposal groups dassifed as held for sale 0 0

Total current liabilities 407,263,263 443,407,721

..

Trade and ocher rron-current payables 0 0

Current tax liabilities, non-current 0 0

Other non-current financial liabilities 1,428,260,917 1,300,873,167



PEMEX Consolidated

Ticker: PEMEX Quarter: 1 Year: 2016

,~

Other non-current non-financial Iiabiiities 9 846,260 8,288,139

.. . ..

Non-current provisions for employee benefits 1,295,588,917 1,279,385,441

ether non-current provisions 76,955,086 73,191,786

Tofal non-Curzent provisions 1,372,544,03 1,352,577,237

DeferredtaXiiabilities 1,393,685 2,163,834

Total non-current liabilities 2,812,Q44,865 2,663,922,377

Total liabilities 3,219,308,128 3,1d7,33o,096

,~

Issued capital 238,335,42fi 238,335,426

Share premium o 0

Treasury shares 0 0

Retained earnings -1,326,288,655 -1,264,241,629

Oiher reserves -306,629,034 -306,022,973

Total equity attributable to owners of parent -1,394,782,263 -1,331,929,176

Non-controlling interests 291,349 253,278

Total equity -1,394,490,914 -1,331,675,898

Total equity and liabilities 1,624,617,214 1,775,854,2QD



PEMEX Con~ol9dated

Ticker: PEMEX ~ Quarter: 1 Year: 2016

[310000] Statement of comprehensive income, profit or loss, by #unction of
expense

..

~., ~ ,.

Revenue 224,989,240 279,499,247

Cost of sales 162,445,996 194,53,004,777

Gross profit 62,543,242 84,996,242

Distribution costs 8,225,708 9,234,693,804

Administrative expenses 26,923,004 28,667,317,906

Other income 204,345 4,136,847,156

Other expense -1,499,845 2,796,328,088

Profit (loss) from opereting activities ~ 31,098,320 48,432,749

Finance income 11,357,523 4,044,028

Finance Cosfs 39,243,963 50,237,232

Share of profit (loss) of associates and joint ventures accounted for using equity method -215,051 39,299

Profit (loss) before tax 2,997,829 2,278,844

Tax income (expense) 65;010,343 102,825,130

Profit {lass) from continuing operations -62,012,514 -100,546,286

Profit (loss) from discontinued operations 0 0

Profit (loss) -62,012,5'f4 -100,546,286

-. . , .. .~

Profit {loss), attributable to owners of parent -62,047,026 -100,478,302

Profit (loss), attributable to non-controlling interests 34,512 -67,984

Earnings per share [text block]

Basin earnin s loss er share from continuin o erations 0 0
Basic earnin s loss ershare from disconfinued o erations 0 0
Total basic earnin s loss er share 0 0
~ ~• ..

Diluted earnin s loss rshare from continuin o erations 0 0
Diluted earnin s loss er share from discontinued o erations 0 0
Total diluted earnin s loss er share 0 0



PEMEX Consolidated

Ticker: PEMEX Quarter: 1 Year: 2016

[410000] Statement of comprehensive income, OCI components presented net

of tax

. -.. ~,

,., ~.

. ...
Profit (loss) -62,0',2,514 -100,546,286

• . . .

Other comprehensive income, net of tax, gains (losses) from investments in equity instruments 0 p

Other comprehensive income, net of tax, gains (losses) on revaluation 0 0

Ofher comprehensive income, net of tax, gains (losses) on remeasurements of defined benefit plans 8,687 0

Other comprehensive income, net of tax, change in fair value of financial liability attributable to change in credit risk of D p

liability

Other comprehensive income, net of tax, gains (losses) on hedging instruments that hedge investments in equity 0 6

instruments

Share of other comprehensive income of associates and joint ventures accounted for using equity method that will not 0 0

be reclassified to profit or loss, net of tax

Total other comprehensive income that will not be reclassified to profit or loss, net of tax 8,687 Q

. . . . ~ .

.~

Gains (losses) on exchange differences on translation, net of tax -799,116 5,958,302

Reclassification adjustments on exchange differences on translation, net of fax 0 0

Other comprehensive income, net of tax, exchange differences on translation -799,115 5,958,302

Gains (fosses) on remeasur+ng available-for-sale financial assets, net of tax -12,073 -54,589

Reclassification adjustments on available-for-sale financial assets, net of tax 0 0

Other comprehensive income, net of tax, available-for-sale financial assets -12,073 -54,589

Gains (losses) on cash flow hedges, net of tax 0 0

Reclassification adjustments on cash Flow hedges, net of tax D 0

Amounts removed from equity and included in carrying amount of non-financial asset {liability) whose acquisition or 0 0

incurrence was hedged highly probable forecast Uansaction, net of tax

Other comprehensive income, net of tax, cash flow hedges 0 . 0

Gains (losses) on hedges of net investments in foreign operations, net of tax 0 0

Reclassification adjustments on hedges of net investments in foreign operations, net of tax 0 0

Other comprehensive income, net of tax, hedges of net investments in foreign operations 0 0

.. .

Gains (losses) on change in value of time value of options, net of tax 0 0

Reclassification adjustments on change in value of time value of options, net of tax 0 0

Other comprehensive income, net of tax, change in value of time value of options 0 0

• . ~ • ~

Gains (losses) on change in value of forward elements of forward contracts, net of tax 0 0

Reclassifrcation adjustments on change in value of forward elements of forward contracts, net of tax 0 0

Other comprehensive income, net of tax, change in value of fonxard elements of forward contracts 0 0

.• ~ • .. ..

Gains (losses) on change in value of foreign currency basis spreads, net of tax 0 D

Reclassification adjustments on change in value of foreign currency basis spreads, net of tax D 0

Other comprehensive income, net of tax,- change in value of foreign currency basis spreads 0 0

Share of other comprehensive income of associates and joint ventures accounted for using equity method that will be 0 0

reclassified to profit or loss, net of tax



P~MEX Consolidated

Ticker: PEMEX Quarter: 1 Year:.2016

-~

Total other comprehensive income that will be reclassified to profit or loss, net of tax -811,189 5,903,713

Total other comprehensive income -802,502 5,903,713

Total comprehensive income -62,815,016 -94,642,573

..

Comprehensive income, attributable to owners of parent -62,853,087 -94,575,895

Comprehensive income, attributable to non-controlling interests 38,071 -66,878



PEMEX Consolidated

Ticker: PEMEX Quarter: 1 Year: 2016

[520000] Statement of cash flows, indirect method

-,
.,

,,.
Profit (loss} -62,012,514 -100,546,286

• ~ . .~

Discontinued operations o 0

Adjustments for income tax expense 0 0

Adjustments for finance costs 0 p

Adjustments for depreciation and amortisation expense 27,004,730 38,971,061

Adjustments for impairment loss {reversal of impairment loss) recognised in proft or loss 0 6,053,915

Adjustments for provisions 558,292 304,639

;4djusiments for unrealised foreign exchange losses {gains) 16,611,Q41 18,723,183

Adjustments for share-based payments 0 0

Adjustments for fair value losses (gains) 0 0

Adjusiments for undistributed profits of associates 0 0

Adjustments for losses (gains) on disposal ofnon-current assets 0 0

Participaf+on in associates and joint ventures 215,051 -39,299

Adjustments for decrease (increase) in inventories -965,286 5,009;886

Adjustments for decrease (increase) in trade accounts receivable -21,331,747 -10,113,04'f

Adjustments for decrease (increase) in other operating receivables -8,279,581 4,795,30'!

Adjustments for increase (decrease) in trade accounts payable -43,267,489 -64,153,75'f

Adjustments for increase (decrease} in other operating payables 5,520,953 5,041,136

Other adjustments for non-cash items 0 0

Other adjustments for which cash effects are investing or financing cash Flow 23,090,278 24,585,748

Straight-line rent adjustment Q o

Amortization of lease fees o 0

Setting property values 0 0

Ocher adjustments to reconcile profit (loss) 0 0

Total adjustments to reconcile profit (loss) -863,758 27,178,780

Net cash flows from (used in) operations -62,878,272 -73,367,506

Dividends paid 0 0

Dividends received 0 0

interest paid -4,793,859 -14,377,986

Interest received 0 0

Income taxes refund (paid) -6,632,566 3,777,721

Other inflows (outflows) of cash 0 0

Net cash flows from (used in) operating activities -51,429,847 -Bz,767,261

• .,

Cash Flows from losing control of subsidiaries or other businesses 0 9

Cash flows used in obtaining control of subsidiaries or other businesses 0 3D,329

Other cash receipts from sales of equity or debt instruments of other entities D 0

Other cash payments to acquire equity or debt insirumenfs of other entities 0 0

Other cash receipts from sales of interests in joint ventures 0 0

Othercash payments to acquire interests in joint ventures 0 0

Proceeds from sales of property, plant and equipment D 0

Purchase of properly, plant and equipment 25,276,718 40,969,350

Proceeds from saes of intangible assets 0 0

Purchase of intangible assets 0 0

Proceeds from sales of other long-term assets 0 0



PEMEX Consolidated

Ticker: PEMEX Quarter: 1 Year: 2016

..

~., ~ ~ ~ ~

Purchase of other long-term assets 0 D .

Proceeds from government grants D 0

Cash advances and loans made to other parties 0 p

Cash receipts from repayment of advances and loans made to other parties 0 p

Cash payments for future contracts, forward contracts, option contracts and swap contracts 0 p

Cash receipts from future contracts, fornard coniracts,.option contracts and swap contracts 0 p

Dividends received p Q

Interest paid 0 0

Interest received o 0

Income faxes refund {paid) 0 0

Other inflows {outflows) of cash 191,304 15,524

Net cash flows from (used in) investing activities -25,085,414 -40,984,155

..-

Proceeds from changes in ownership interests in subsidiaries that da not result in loss of control 0 p

Payments from changes in ownership interests in subsidiaries that do not result in loss of control 0 0

Proceeds from issuing shares 0 0

Proceeds from issuing other equity instruments 0 0

Payments to acquire or redeem entitys shares 0 0

Payments of other equity instruments 0 0

Proceeds from borrowings 210,969,220 170,152,712

Repayments of borrowings 95,901,882 55,524,652

Payments of finance tease liabilities 0 0

Proceeds from gav~rnment grants D 10

Divbends paid p p

Interest paid 5,745,500 15,562,166

Income taxes refund (paid) 0 0

Other inflows (outFlows) of cash 0 0

Net cash flows from {used in) fipancing activities 'f 09,321,838 109,065,834

Net incrsase (decrease) in cash and cash equivalents before effect of exchange rate changes 32,806,577 5,34,478

•.

Effect of exchange rafe changes on cash and cash equivalents -1,161,743 5,303,782

Nei increase (decrease) in cash and cash equivalents 31,644,834 10,618,260

Cash and cash equivalenfs at beginning of period 109,368,680 117,988,527

Cash- and cash equivalents at end of period 141,013,714 128,606,787
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PEMEX Consolidated

Ticker: PEMEX Quarter: 1 Year: 2096

[700000] Informative data about the Statement of financial position

~~ ,

Capital stock (nominal} 238,335,426 238,335,426

Restatement of capiial stock ~ 0

Plan assets for pensions and senioriiy premiums 3,572,913 5,226,909

Number of executives 0 0

Number of employees 135430 138391

Number of workers D 0

Outstanding shares 0 p

Repurchased shares 0 0

Restricted cash 9,411,886 9,246,772

Guaranteed debt of associated companies 0 0



PEMEX Consolidated

Ticker: PEMEX Quarter: 1 Year: 2016

[700002] Informative data about the Income statement



PEMEX Consolidated

Ticker: PEMEX Quarter: 1 Year: 2016

[700003] Informative data -Income statement for 12 months
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PEMEX Conso#idated

Ticker: PEMEX Quarter: 1 Year: 2016

j800003] Annex -Monetary foreign currency position

~ ~• ~

~.

~~ ~

Current monetary assets 4,185,349,202 72,834,83A,439 3,484,109 60,628,723 72,89b,463,182

Non-current monetary assets 343 5,959 48 835 6,BD4

Total monetary assets 4,185,549,545 72,834,840,408 3,484,157 60,629,558 72,895,469,986

.. ~

Current 1 iabif hies 58,112,960, 568 1,01 ~ , 252,6 83, 323 112, 369, 488,432 197, 238, 569,111 1,208,491,252,434

Non-current liabifi{ies 650,565 11,320,806 11,416,177 198,658,610 209,979,416

Total liabilities 58,113,611,133 1,011,284,004,129 i12,38D,914,609 197,437,227,721 1,208,701,231,850

Net monetary assets (liabilities) -53,928,061,588 -938,429,163,721 -112,377,430,452 -197,378,598,163 -1,135,805,761,884



P~MEX

l"icker: PEMEX

[800005] Annex -Distribution of income by product

Consolidated

Quarter: 1 Year: 2016

.. ..
.. ..

.• ,. ,.

-. -.
COMBUSTOLEO 2,223,857 d 0 2,223,637

DIESEL 28,424,291 0 0 28,424,291

GAS L.P. 19,729,191 0 0 19,729,191

GASOLINA MAGNA SIN 53,842,457 0 0 53,642,437

GASaLINA PREMIUM 18,Q36,182 0 0 18,638,182

OTROS REFINADOS 5,512,001 0 0 5,512,001

TURBOSIPIA 2,444,973 0 0 2,444,973

PETR6LEd CRUDO 0 46,809,49Q 0 46,809,490

?RODUCTOS REFINADOS 0 3,650,327 0 3,650,327

PRODUCTOS PETROQUIMICOS 0 2,72'f,796 D 2,724,796

EFECTO MARGINALVENTAS DE CIAS. SUBSIDIARIAS 0 15,351,815 0 15,351,915

DiSM(NUCIbN POR MERMAS 37 0 D 37

•~~ •

AROMATICOS Y DERIVADOS 1,470,238 0 0 1,470,238

DERIVADOS DEL ETANO 3,859,602 0 0 3,859,6Q2

DERIVADOS DEL METANO 819,940 0 0 819,940

OTROS PETROQUIMICOS 845,430 D 0 845,430

PROPILENO Y OERIVAQOS 1,259,170 0 0 1,259,170

GAS SECO 14,4D2,023 0 0 'I4,402,023

INGRESOS POR SERVICIOS 3,186,520 0 0 3,'I88,52~

TOTAL 156,455,712 66,533,528 0 224,989,240



PEMEX Cansoiidafied

Ticker: PEMEX Quarter: 1 Year: 2016

Financial derivate instruments

Management discussion about the policy uses of financial derivate instruments,
explaining if these policies are allowed just for coverage or for other uses like trading

PEMEX faces market risk caused by the volatility of hydrocarbon prices, exchange rates and interest
rates, credit risk associated with investments and financial derivatives, as well as liquidity risk. In order
to monitor and manage these risks, PEMEX has approved general provisions relating to financial risk
management, which are comprised of policies and guidelines that promote an integrated scheme for risk
management, regulate the use of derivative financial instruments (DFIs) and guide the development of
risk mitigation strategies.

This regulatory framework establishes that DFIs should generally be used only for the purpose of
mitigating financial risk. The use of DFIs for any other purpose must be approved in accordance. with
PEMEX's current internal regulation. PEMEX has a Financial Risk Committee, which is a collegial
body for consnttation, opinion and decision on financial risk exposure, financial risk mitigation schemes
and DFIs' negotiation.

Approved DFIs are mainly traded on the OTC (Over the Counter) market, however exchange traded
instruments may also be used. In the case of PMI-TRD, the DFIs are traded on CME-Clearport. The
different types of DFIs that PEMEX trades are described below, in the subsections corresponding to
each type of risk and related to the applicable markets defined above.

One of PEMEX's policies is to contribute minin:~izing the impact that unfavorable changes in financial
risk factors have on its financial results by promoting an adequate balance between expected incoming
cash flows from operations and outcoming cash flows related to its liabilities.

As part of the regulatory framework for financial risk management, PEMEX has established in its
internal normativity the counterparties that are eligible to trading DFIs and other financial instruments.

In addition, the PMI Group has implemented a regulatory framework for risk management with respect
to its activities, which COII51StS of policies, guidelines and procedures to manage the ,market risk
associated with its commodity trading activities in accordance with industry best practices, such as: the
use of DFIs for financial risk mitigation purposes; the segregation of duties; valuation and monitoring
mechanisms, such as the generation of a daily portfolio risk report, value at risk (VaR) computation; and
VaR limits, both at a global and business unit level and the implementation of stop loss mechanisms. In
addition, PMI Trading also has its own risk management subcornrnittee which supervises the trading of
DFIs.

Given that outstanding DFIs of Petroleos Mexicanos have been entered into for risk mitigation purposes,
namely, with economic hedging purpose, thexe is no need to establish and monitor market risk limits.

For those portfolios with an open market risk exposuxe, our financial risk management regulatory
framework establishes the implementation and monitoring o£nnarket risk limits such as VaR and Capital
at Risk (CAR} Limits:



PEMEX Consolidated

Ticker' PEMEX Quarter: 1 Year: 2016

PEMEX has credit guidelines for DFIs that Pemex Industrial Transforrriation, now instead o£ Pemex-
Gas and Basic Petrochemicals offers to its donnestic customers, which establish the use of guarantees as
well as the determination of credit lines. For exchange traded DFIs, PEMEX trades under the margin
requirements of the corresponding exchange market, thereby PEMEX does not have an internal policies
for these latter cases.

DFI Contracts held with financial countezparties do not consider collateral exchange. Notwithstanding,
PEMEXs regulatory framework establishes the promotion of credit risk mitigation strategies such as
collateral exchange.

PEMEX does not have an independent third party to verify the compliance of the aforementioned
normativity; however, PEMEX has internal control procedures that certify the compliance of existing
policies and guidelines.

General description about valuation techniques, standing out the instruments valuated
at cost or fair value, just like methods and valuation techniques

Fair Value of DFIs

PEMEX monitors the fair value of our DFIs portfolio an a periodic basis. The farr value represents the
price at which one party would assume the rights and obligations of the other, and is calculated for DFIs
through models commonly used in the in#ernational financial markets, based on inputs obtained from
major market information systems and price providers.

PEMEX's DFIs portfolio is composed primarily of swaps, tl~e prices of which are estimated by
discounting flows using the appropriate factors, and contains no exotic instruments that require
numerical approximations for their valuation.

PEMEX values its DFIs under standard methodologies commonly applied in the financial markets,
thereby PEMEX does not have an independent thud party to value its DFIs. Nonetheless, PEMEX
calculates the faix value of its DFIs though the tools developed by its market information providers such
as Bloomberg. PEMEX has no policies to designate a calculation or valuation agent.

Given that PEMEX's hedges are cash flow hedges, their effectiveness is preserved regardless the
variations in the underlying assets or reference variables, in this sense, asset flows are fully offset by
liabilities flows. Therefore, is not necessary to measure or monitor the hedge effectiveness.

Fair value hierarchy

Assumptions fall under Level 1 and 2 of the faix value hierarchy fox maxket participant assumptions, as
described below.

The fair values determined by Level 1 inputs utilize quoted prices in active markets for identical assets
or liabilities. Fair values determined by Level 2 inputs are based on quoted prices for similar assets or
liabilities in active markets, and inputs other than quoted prices that are obsezved for assets or liabilities.
Leve13 inputs are usiobservable inputs for the assets ox liabilities, and include situations where there is
little, if any, market activity for the assets or liabilities. Management uses appropriate valuation



PEMEX Consolidated

Ticker: PEMEX Quarter: 1 Year: 2016

techniques based on the available inputs to measure the.fair values of PEMEX's applicable assets and
liabilities.

When available, PEMEX measures fair value using Level 1 inputs, because they generally provide the
most reliable evidence of fair value.

Management discussion about intern and extern sources of liquidity that could be Wsed
for attending requirements related to financial derivate instruments

Liquidity Risk

The main internal source of liquidity comes from PEMEX operations. Additionally, through its debt
planning and U.S. dollar selling operations, PEMEX currently preserves cash balance at a level of
liquidity in domestic cuzxency and U.S. dollars that is considered adequate to cover its investment and
operating expenses, as well as other payment obligations such as those related to DFI's. In addition,
PEMEX has acquired committed revolving credit lines in order to mitigate liquidity risk.

Finally, the investament strategies of PEMEX's portfolios are structured by selecting horizons that
consider each currency's cash flow requirements in order to preserve liquidity.

The PMI Crroup mitigates the liquidity risk within its companies through several mechanisms, the most
important of which is the centralized treasury or "in-house bank". In addition, the companies in the PMI
Group have access to bilateral credzt lines from financial institutions.

The companies in the PMI Gxoup monitor their cash flow on a daily basis and protect their
creditworthiness in the financial markets.

Changes and management explanation in principal risk exposures identified, as
contingencies and events known bythe administration that could affect future reports

Market Risk

i. Interest Rate Risk

PEMEX is exposed to fluctuations in floating interest rate liabilities. PEMEX is exposed to London
Interbank Offered Rate (LIBOR} and to Mexican peso TIIE.

Occasionally, for strategic reasons or in order to offset the expected inflows and outflows, PEMEX has
entered into interest rate swaps. Under its interest rate swap agreements, PEMEX acquires the obligation,
to make payments based on a fixed interest rate and is entitled to receive floating interest rate payments
based on LIBOR, TIIE or a rate referenced to or calculated from TIIE.



PEMEX Consolidated

Ticker: PEMEX Quarter: 1 .Year: 2016

Similarly, in order to eliminate the volatility associated with variable interest rates of long-term

financing operations, PMI NASA has executed interest rate swap agreements denominated in U.S.

dollars.

Moreover, PEMEX invests in pesos and U.S. dollars in compliance with applicable internal regulations

through portfolios that have different puzposes that seek an adequate return subject to risk parameters

that reduce the probability of capital losses. The objective of the investments made through these

portfolios is to meet PEMEX's obligations payable in pesos and U.S. dollars.

The investrnents made through PEMEX's portfolios axe exposed to domestic and international interest

rate risk and credit spread risk derived from government .and corporate securities; and inflation risk

arising from the relationship between UDIs and pesos. However, these risks are mitigated by established

limzts on exposure to market risk. During the fourth quarter of 2015 no interest rate swap expixed.

ii. Exchange Rate Risk

A signif cant amount of PEMEX's revenues is derived from exports of crude oil and petroleum

products, which are priced and payable in U.S. dollars. Moreover, PEMEX's revenues froze domestic

sales of gasolixae and diesel -net of the IEPS Tax-, tax duties, incentives, and other related taxes,

petrochemicals, and natural gas and our byproducts are related to international U.S. dollar-denominated

prices, except for donnestic sales of liquefied petroleum gas (LPG), which are priced in pesos and

represent less than 5% of PEMEX's revenues.

PEMEX's expenses related to hydrocarbon duties are calculated based on international U.S. dollar-

denominated prices and the cost of hydrocarbon imports that PEMEX acquires for resale in Mexico or

use in its facilities are indexed to international U.S. dollar-denominated prices. By contrast, PEMEX's

capital expenditure and operating expenses are established in pesos.

As .a result of this cash flow stn~cture, the depreciation of the peso against the U.S. dollax increases

PEMEX's financial balance. The appreciation of the peso relative to the U.S. dollar has the opposite

effect. PEMEX manages this xisk without the need fox hedging instzu~ments, because the impact on

PEMEX's revenues of fluctuations in the exchange rate between the U.S. dollar and the peso is offset in

whole or in part by its impact on its obligations.

Most of PEMEX's debt is denominated in U.S. dollars ox pesos. Although PEMEX seeks to issue debt

either in U.S. dollars or pesos, this is not always achievable. As a consequence of the cash flow structure

described above, fluctuations in non-U.S. dollar currencies {other than pesos) may increase PEMEX's

cost of funding due to the exposure to foreign exchange risk.

Since 1991, for non-U.S. dollar or peso issuances, PEMEX has, as a risk mitigation strategy, used DFIs

to swap this debt into U.S. dollars_ In order to hedge inflation risk associated with debt denominated in

UDIs, PEMEX swaps this debt into pesos, depending on market conditions. As a result of this strategy,

PEMEX holds a debt portfolio with negligible sensitivity to currency risk other than pesos and U.S.

dollars.



P~MEX Consolidated
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The currencies underlying these DFIs are the euro, Swiss franc, Japanese yep, Sterling pound and
Australian dollar, which are each swapped against the U.S. dollar, and UDIs which are swapped against
the peso. During the fourth quarter of 2015 one cross currency swap expired with a gain (loss) of $
(44,184), recognized under the concept of Derivative financial instruments (cost) income—net.

The PMI Group also faces market risks generated by fluctuations in foreign exchange rates. In oxder to
mitigate tkzese risks, the boards of directors of several of the companies that form the PMI Group have
authorized a policy which stipulates that no more than 5% of a company's total financial assets may be
denominated in a currency othex than its functional currency, unless the company owes a duty or
expected payment in a currency other than its functional one. Accordingly, the companies in the PMI
Group wi11 from time to time enter into DFIs in order to mitigate the risk associated with financing
operations denominated in currencies other than a company's functional currency.

Fznally, a significant amount of PMI Trading's income and expenses, including the cost of sales and
related sales costs, is derived from the trade of refined products, petrochemicals and gas liquids to
PEMEX subsidiaries and third parties, whose prices are determined and axe payable in U.S. dollars. PMI
Trading's exposure to foreign currency risk results primarily ,from the need to fund tax payments
denominated in domestic currency and secondarily from the need to purchase products in domestic
currency for sale in U.S. dollars in the international market, as well as certain related sales costs
denominated in domestic currency.

PMI Trading believes it can adequately manage the risk created by the payment of taxes. in domestic
currency without the need to enter into hedging instruments because the exposure to this risk is marginal
relative to the total flows of U.S. dollar. In addition, in the event that a potential foreign exchange risk
arises in connection with a commercial transaction, PMI Trading may implement risk mitigation
measwres by entering into DFIs.

iii. HydYocarbon Price Risk

PEMEX periodically assesses its revenues and expenditures structure in order to identify the main
market risk factors that PEMEX's cash flows. are exposed to in connection with international
hydrocarbon prices. Based on this assessment, PEMEX monitors its exposure to the most significant
risk factors and quantifies their impact on PEMEX's f nancial balance.

PEMEX continuously evaluates the implementation of risk mitigation strategies, including those
involving the use of DFIs, while taking into account operational and economic constraints.

In 2015, PEMEX entered into various swaps in order to hedge the risk arising from the variations of the
propane i~xzport price. These DFIs were held over a percentage of the total volume of importation and
with maturity dates in 2015

In addition to supplying natural gas, Pemex Industrial Transformation offers DFIs to its domestic
customers in order to provide them with support to mitigate the risk associated with the volatility of
natural gas prices. Pemex Industrial Transformation enters into DFIs with Mex Gas Supply, S.L: under
the opposite position to those DFIs offered to its customers in order to mitigate the maxket risk it bears
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under such offered DFIs. Mex Gas Supply, S.L. then transfers the related price risk derived from the
DFI position held with Pemex Industrial Transformation to international financial counterparties by
entering into these opposite position DFIs with such patties. Through the above mechanism, Pemex
Industrial Transformation maintains a negligible or even null exposure to market risk. These portfolios
have VaR and CaR limits in order to bound market risk exposure. During the fourth quarter of 2015, the
expired DFIs were twenty three swaps and eleven options with dozxzestic customers, while with fnancial

counterparties were twenty three swaps and eleven options, with a gain of $ 5,153 recognized under the
concept of Derivative financial instruments {cost) income—net.

PMI Trading faces market risk generated by the terms of the purchase and sale of refined products and

natural gas liquids, as well as the volatility of oil prices. Accordingly, it frequently enters into DFIs in

order to mitigate this risk, thereby reducing the volatility of its financial results. During the fourth
quarter of 2015,- PMI 'Trading closed twenty two DFTs positions listed in CME-Clearport related to

commodities, with a profit of Ps. 1,298,619 recognized under the concept o£ Dexivative financial

instruments {cost) income net. During the fourth quarter of 2015, PMI had twenty-seven margin calls,

which accounted for a net flow of Ps. 732,221.

In accordance with the risk management regulatory framework that PMI Trading has implemented,

VaR and the change in profit and loss by portfolio are calculated daily and compared to the maximum

applicable limits in order to implement risk mitigation mechatusms as necessary.

iv. Risk Relating to the Portfolio of Thrrd-Party Shares

As of December 31, 2015, PMI-HBV owned 20,724,331 Repsol, S.A. shares and P.M.I. Holdings

Petrbleos Espana, S.L. held one for a total of 20,724,332 shares. These have no related DFIs.

Counterparty or Credit Risk

When the fair value of a DFI is favorable to PEMEX, PEMEX faces the risk that the caunterparty will

not be able to meet its obligations. PEMEX monitors its counterparties' creditworthiness and calculate

the credit risk exposure for its DFIs. As a risk mitigation strategy, PEMEX only enters into DFIs with

major financial institutions with a minimum credit rating of BBB-. These ratings are issued and revised

periodically by risk rating agencies. Furthermore, PEMEX seeks to maintain a diversified portfolio of

counterparties.

In order to estimate the credit risk exposure to each financial counterparty, the potential future exposure

is calculated by projecting the risk factors used in the valuation of each DFI in order to estimate the

MtM value for different periods, taking into account any credzt risk mitigation provisions.

Moreover, PEMEX ha.s entered into various long-term cross-currency swaps agreements with

"recouponing" provisions (pursuant to which the payments on the swaps are adjusted when the mark-to-

market ("MtM") exceeds the relevant threshold specif ed in the swap), thereby limiting the exposure

with its counterparties to a specific threshold amount. The specified thresholds were reached in nine

cross-currency swaps from the first to the fourth quarter of 2015, these were used to hedge the exchange
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rate exposure to the euro and to the Australian dollar. This resulted in the cash settlement of such swaps
and the resetting of swap terms to return their mark-to-market value to zero.

According to IFRS 13, "Fair Value Measurement", the fair value or MtM value of DFIs must reflect the
creditv✓orthiness of the parties.- Consequently, the faix value of a DFI takes into account the risk that
either party may default on its obligation. In accordance with market best practices, P~MEX applies the
credit value adjustrrxent ("CVA") method to calculate the fair value of its DFIs. There were no defaults
during fihe fourth quarter of 2015.

For each DFI, the CVA is calculated by determining the difference between the MtM and the estimated
MtM adjusted for credit risk. In determining the credit risk, the CVA method takes into account the
current market perception about the credit risk of both counterparties, using the following inputs: a} the
MtM projection for each payzxzent date based on forward yield curves; b} the implied default probability
obtained from both, us anal the counterparty CDSs', at each payment date; and c) the default recovery
rates of each counterparty.

Furthermore, by means of its credit guidelines for DFI aperatrons, Pemex Industrial Transformation,
now instead of Pemex-Gas and Basic Petrochemicals, has significantly reducedrts credit risk exposure
related to the DFIs offered to its customers to assist them in mitigating the risk associated with the
volatility of natural gas pzices.

First in order to qualify for these DFIs, Peznex Industrial Transformations' customers must be party to a
current natural gas supply contract and sign a domestic master derivative agreement.

Additionally, beginning an October 2, 20Q9, DFIs with these customers must be initially secured by
cash deposits, letters of credit or other collateral provisions, as required. In accordance with these
guidelines, in the event that a client does not meet its payment obligations; DFIs related to this client are
terminated, exercising the rights to collateral, and if the collateral is insuffFcient to cover the fair value,
natural gas supply is suspended uzatil the payment is made

On August 20, 2014, certain a.rr~.endments to the credit guidelines were enacted, this allowed Pemex-
Gas and Petrochemicals, and now Pemex Industrial Transformation, to offer to its clients with an
adequate credit rating, based on an internal financial and credit assessment DFIs with an exemption
from collateral requirements up to certain amount through a credit line approved by the credit
committee. Moreover, if the credit line. is insufficient to cover each client's exposure, the client is
obligated to deposit collateral: If a client suffers an event o£ default, DFIs related to this client are
terminated early and natural gas supply is suspended until the payment is made.

PMI Trading's credit risk associated with DFI transactions is mitigated through the use of futures and
standardized instruments that are cleared through CME-Clearpart.

Accounting standards applied and the impact on results

PEMEX enters into derivatives transactions with the sale purpose of hedging financial risks related to
its operations, frm commitments, planned transactions and assets and liabilities recorded on its
statement of financial position. Nonetheless, some of these transactions do not qualify for hedge
accowating treatment, because they do not meet the requirements of IAS 39, "Financial Instruments
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Recognition and Measurement" ("IAS 39"} for designation as hedges. They are therefore recorded in the
financial statements as non-hedge instruments or as instruments entered into for trading puzposes,
despite the fact that their cash flows are offset by the cash flows of the positions to which they relate. As
a result, the changes zn their fair value are recognized in the "Derivative financial instruments {cost}
income, net" line item in the consolidated statement of comprehensive income. _

As of December 31, 2015 and 2014, the net fair value of PEMEX's DFIs was Ps. (25,b99,581) a.nd Ps.
(15,897,184), respectively. As of December 31, 2015 and 2014, PEMEX did not have any DFIs
designated as hedges.

As mentioned above, all of PEMEX's DFIs acre treated, for accounting purposes, as instruments entered
into :for tradzng purposes, therefore any change in their £air value, caused by any act ox event, impacts
directly in the "Derivative f nancial instruments {cost) incoxx~.e—zzet" line item.

Fox the years ended December 31, 2015 and 2014, PEMEX recognized a net gain (loss) of Ps.
(21,449,877) and Ps. (9,438,570), respectively, in the "Derivative financial instruments (cost) income,
net" line item wi~li respect to DFIs treated as instruments entered 'into for trading puxposes.

In accordance with established policies, PEMEX has analyzed the different contracts it has entexed into
and has determined that according to the terms thereof, none meet the criteria necessary to be classified
as embedded derivatives. Accordingly, as of December 31, 2015 and 2014, FEMEX did not recognize
any embedded derivatives (foreign currency or index).

SENSITIVITY .A.NALISIS

PEMEX DFIs are entered into have the purpose to mitigate completely the market risk for specific flows
or predetermined volumes associated to our operations. DFIs have the same characteristics (e.g.
underlying, payment dates, amounts, or volumes) as the hedged position, but with the opposite exposure
to the market risk factor. As a result of these mitigation strategies, PEMEX has a negligible sensitivity
to the hedged market risk factors.

Given that PEMEX's hedges are cash flow hedges, the effectiveness thereof is maintained regardless of
variations in the underlying assets oz reference variables, in this sense, since, through time, asset flows
are fully offset by the ones from liabilities flows. Therefore, is not necessary to measure or monitor the
hedge effectiveness.

Natural Gas DFIs that Pemex Industrial Transformation, now instead of Pemex-Gas and Basic
Petrochemicals, offers to its domestic customers are reported as transactions with, trading purposes.
However, such operations are fully compensated with the operations entered into with their financial
counterparts through Mex Gas Supply, SL. Through this mechanism (back-to-back), Pemex Industrial
Transformation, now instead of Pemex-Gas and Basic Petxachemicals, maintains a negligible or even
null market risk exposure, so a sensitivity analysis it's considered utulecessary, as well as to measure or
monitoz the hedge effectiveness.

Other DFIs seek to fx hydrocarbons prices, where the DFIs' underlying is the same as the -one involved
in the commercialization, so a sensitivity analysis it's considered unnecessary, as well as to measure or
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monitor the hedge effectiveness. It is noteworthy that the price fixing DFIs of PMI Trading (czude and
oil), are classified under cash and cash equivalents for accounting purposes due to its liquidity.

Quantitative information for disclosure
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Disclosure of notes and other explanatory information

(a) Statement of compCiance

PEMEX prepared its unaudited condensed consolidated interim financial statements as of March 31,
201b and December 31, 2015, and for the three-month periods ended March 31, 2016 and 2015, in
accordance with IAS 34, "Interim Financial Reporting" ("IAS 34") of the International Financial Reporting
Standards ("IFRS") as issued by the International Accounting Standards Board ("IASB").

'these unaudited condensed consolidated interim financial statements do not include all the
infozmation and disclosure required for full annual consolidated finat~.cial statements and should be read in
conjunction with PEMEX's audited consolidated financial statements for the year ended December 31, 2015.
PEMEX estizxzates that there is no significant impact on its unaudited condensed consolidated interim
financial statements due to the seasonality of operations.

These unaudited condensed consolidated interim financial statements follow the same accounting
policies and methods of computation as the most recent annual financial statements.

On April 28, 2016, these unaudited condensed consolidated interim financial statements zulder IFRS
and the notes hereto were authorized for issuance by the foliowang officers: Mr. Victor M. Camara Peon,
Deputy Director of Accounting and Fiscal Matters, and Mx. Francisco J. Torres Suarez, Associate Managing
Director of Accounting.

(b) Basis of measurement

These unaudited condensed consolidated interim financial statements have been prepared using the
historical cost basis method, except where it is indicated that certain items have been measured using the fair
value model,- amortized cost or present value. The principal items measured at fair value are derivative .
financial instruments ("DFIs"). The principal item measured at amortized cost is debt, while the principal
item measured at present value is the provision for employee benefits.

The unaudited condensed consolidated interim financial statements Izave been prepared on a going
concern basis, which assumes that PEMEX can meet its paynrzent obligations:

For the periods ended March 31, 2016. anti 2015, PEMEX recognized net losses of Ps. 62,012,514
and Ps. 100,546,286, respectively, caused mainly by the decrease in international oil prices which impacted
its sales and triggered the impairment of some of its assets an 2075, and the high tax burden applicable to. the
industry. Additionally, as of March 31, 2016 and December 31, 2015, PEMEX had a negative equity of Ps.
1,394,490,914 and Ps. 1,331,675,898 respectively, which resulted in a negative working capital of Ps.
82,746,780 and Ps: 176,207,224, respectively.

PEMEX's principal use of funds in the three-months period ended March 31, 2016 was capital
expenditures, including exploration expenditures (amounting to Ps. 25,085,414), which were met primarily
with cash provided by net cash flows from fnancing activities that totaled Ps. 109,321,838. For the period
ended March 31, 2016, PEMEX's net cash flow used in operating activities of Ps. (51,429,846} was less than
the resources needed to fund its net capital expenditures of Ps. 25,085,414. Total sales decreased by 19.5%
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izx the three months-period ended March 31, 2015, from Ps. 279,499,247 in the three months-period ended

March 31, 205 to Ps. 224,989,240 in the three months-period ended March 31, 2016.

PEMEX believes 'net cash flows from its operating and financing activities, including the

establishment of lines of credit with certain banks and new financing schemes, vv~ll be suff cient to meet its

working capital, debt service an capital expenditure requirements in 2016, due to the adjusted investment,

taxation and financing plans made jointly with Mexican Government, to address declining oil prices and

maintain its financial strength and flexibility.

Notwithstanding the negative results and adverse environment faced by PEMEX, PEMEX believes

that the benefits from the structural changes arising from the Energy Reform described in Note 1 and the

actions taken by the management are aimed at ensuring the continuity of PEMEX's operations, reducing

costs, generating more revenue ax~.d operating more efficiently. PEMEX received, among other things, the

following benefits from the Energy Reform:

• PEMEX maintained existing customer contracts with the possibility of extending these contracts, ;

thereby ensuring signz~cant revenue from the sale of products and services.

• As a result of the first bidding pxocess for exploration and production fields (referred to as Round

Zero), PEMEX retained 96% of proved reserves in the country. PEMEX also has the opportunity to

participate, either by itself or jointly with any other participant, in the auction processes that will

allocate the right to explore proved and possible reserves located in the.remaining fields. '

• The renegotiation of pension obligations resulted in a decrease in Iiabilitaes for employee benefits of

Ps. 194,703,087 and in an increase in profit of Ps. 184,272,433 for the year ended December 31,

2015. In addition, the Mexican Government may assume a portion of PEMEX's pension liabilities

in an amownt equivalent to the decrease in liabilities for employee benefits mentioned above, once

that amount is reviewed by an independent expert. Any resources that PEMEX may receive from

the Mexican Government arising from the Mexican Government's assunnption of its. pension

liabilities will be used exclusively for pension liability payments. PEMEX has already received a

contribution of Ps. 50 from the Mexican Government.

• During the ,year ended December 31, 201 S, PEMEX received contributions ,from the federal

government for an amount of Ps. 60.

In order to ensure compliance with its obligations and operate competitively and efficiently, PEMEX

is being redefined by implementing, among other actions, the following actions:

• Reduction in the annual budget for 2016 in the amount of Ps. 100 to partially offset the decline in

income and budgeted expenses without significantly affecting production targets for oil and gas.

Identification of opportunities for joint arrangements that can generate additional income and

savings in investment casts.



PEMI~X Consolidated

Ticker: PEMEX Quarter: 1 Year: 2016

Disclosure of notes and other explanatory information

Migration of existing assignments of reserves to other companies, which will improve the tax
regime applicable to PEMEX.

• Adjustments to investment and financing plans, including the establishment of lines of credit with
certain banks and new financing schemes (such as trusts that hold assets primarily related to the
transportation and storage of hydrocarbons, commonly known as "FIBRA. E").

As of January 1, 2016, new employees receive a defined contribution plan instead of a defined
benefit plan. Additionally, PEMEX wi11 provide existing employees with the option to migrate from
a def ned benefit plan to a defined contribution plan.

• Sale ofnon-essential assets to obtain working capital.

PEMEX is not subject to the Ley de Concursos Mezcantiles (the Bankruptcy Law) and none of
PEMEX's existing financing agreements include any clause that would lead to the demand fox immediate
payment of the respective debt due to having negative equity.

As a result of the foregoing factors and of the additional financial support announced by the
Secretaria de Hacienda y Credito Publico (Ministry of Finance and Public Credit, or the "SHOP") on April
13, .2016, which will provide PEMEX with a total cash flow injection of Ps. 73,SOQ comprised of (1)' a
capital contribution of Ps. 26,500, which PEMEX received on April 21, 2016 and {2) Ps. 47 of short-term
Mexican Government debt securities, which PEMEX will receive Iater this year in exchange fox the Ps. 50
promissory note issued to PEMEX by the Mexican Government, and because,. in accordance with IFRS 1,
"Financial Reporting Standards" ("IFRS 1 "), Management does not intend to liquidate PEMEX or to cease
trading, PEMEX prepared its unaudited condensed consolidated interim financial statements as of March 31,
2416 and December 31, 2015 on a going concern basis. However, PEMEX has load recurring net losses from
its operations, negative working ̀capital and negative equity, which cast signif cant doubt upon the entity's
ability to continue as a going concern. PEMEX has disclosed the circumstances that have caused these
negative trends and the actions it is taking to face them. These financial statements do not contain any
adjustments that would be required if they were not prepared on a going concezn basis.

(c) Functional and reporting currency and translation of foreign currency operations

These unaudited condensed consolidated interirri financial statements are presented in Mexican
pesos, which is both PEMEX's functional currency and reporting currency, due to the following:

i. the economic environment in which PEMEX operates is Mexico, where the legal currency is the
Mexican peso;

ii. PEMEX is an entity owned by the Federal Government. Petroleos Mexicanos and its subsidiary
entities have budgetary autonomy, subject to maintaining fnancial balance (the difference
between income and tota,I net spending, including the financial cost of the public debt of the
Mexican Government and the entities directly controlled by the Mexican Government), the
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spending cap azxd personnel service proposed by SHCP and approved by the Mexican Congress,
in Mexican pesos.

iii. benefits to employees were approximately 40% of PEMEX's total liabilities as of March 31,
2016 and 41% of PEMEX's total liabilities as of December 31, 2015. The reserve ixzaintained to
meet these obligations is computed, denominated and payable in Mexican pesos; and

iv. cash flows for payment of general expenses, taxes and duties are realized in Mexican pesos.

Although the prices of several products are based on international U.S. dollar-indices, domestic
selling prices are governed by the economic and financial policies established by the Mexican Goverrunent.
Accordingly, cash flows from domestic sales are generated and recorded in Mexican pesos.

Mexico's monetary policy regulator, the Banco de Mexico, requires that Mexican Government
entities other than financial entities sell their foxeign currency to the Banco de Mexico in accordance with its
terms, receiving Mexican pesos in exchange, which is the legal currency in Mexico.

Translation of~nancial statements of foreign operations

The unaudited condensed consolidated interim financial statements of foreign subsidiaries and
associates are translated into the reporting currency by identifying if the functional currency is different from
the currency for recording the foreign operations. If the cuzrencies for a forei~ transaction are different,
then the currency for recording the foreign transaction is first translatedznto the functional currency and then
translated into the reporting currency using the period-end exchange rate for assets and liabilities reported in
the unaudited condensed •consolidated interim statements of financial position, the historical exchange rate at
the date of the transaction for equity items and the weighted average exchange rate for income and expenses
reported in the statement of connprehensive income of the period.

(d) Terms definition

References in these unaudited condensed consolidated interim financial statements and the related
notes to "pesos" or "Fs." refers to Mexican pesos, "U.S. dollars" or "U.S. $" refers to dollars of the United
States of America, "yen" or "¥" refers to Japanese yen, "euro" or "€" refers to the legal currency of the
European Economic and Monetary Union, "Pounds sterlinig" or "£" refers to the legal currency of the United
Kingdonr~; "Swiss francs" oz "CHF" refers to the -legal currency of tb.e Swiss Confederation, "Canadian
dollars" or "CAD" refers to the legal currency of Canada and "Australian dollars" or "AUD" refers to the
legal currency of Australia. Figures in all currencies are presented in thousands of the relevant currency
unit, except exchange rates and product and shaxe prices.
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NOTE 1. STRUCTURE AND BUSINESS OPERATIONS OF PETROLEOS
MEXICANS, SUBSIDIARY ENTITIES AND SUBSIDIARY COMPANIES

Petr6leos Me~canos was created by a decree issued by the Mexican ,Congress on June 7,
1938. The decree was published in the Diario Official de la Federation (Official Gazette of
the Federation) on July 20, 1938 and came into effect on that date.

On December 20, 2013, the Decreto por el que se reforman y adreionan diversas
disposiciones de la Constitution Politica de los Estados Unidos Mexicanos, en Materia de
Energia (Decree that amends and supplements various provisions of the Mexican
Constitution relating to energy matters), was published in the Official Gazette of the
Federation and came into effect on December 21, 2013 (the "Energy Refornn Decree"). In
accordance with the Energy Reform Decree, the Mexican Government will carry out the
exploration and extraction, of hydrocarbons in the United Mexican States ("Mexico")
through assignments to productive state-owned companies, as well as thxough agreements
with productive sfate-owned companies and with otizer companies in accordance with the
applicable regulatory Iaw.

The main aspects of the Energy Reform Decree related to Petroleos Mexicanos are:

• The Mexican Government will retain ownership and control of productive state-owned
companies and legislation issued pursuant to the Energy Reform Decree will contains
provisions regulating the managemen#, organization, operation, contracting procedures
and other Iegal actions to be undertaken by these productive state-owned companies. In
the case of Petroleos Mexicanos, the relevant legislation is the new Ley de Petrdleos
Mexicanos (Petroleos Mexicanos Law) described below.

• The Comision Reguladora de Energia (Energy Regulatory Commission) will have the
authority to grant permits to PEMEX and other companies~to engage in storage, transport
a.nd distribution pipeline of oil, gas, petroleum products and petrochemicals; regulating
thud pai~ty access to pipeline transportation and storage of hydxoca~•bons aid its
derivatives, and the regulation of first-hand sales of such products. '

~ The Comision National de Hidroca~buros {National Hydrocarbons Commission) wi11
have tine authority to carxy on biddings, assign their winners and execute the agreements
related to hydrocarbons exploration and extraction as well as regulate exploration and
extraction matters.

As part of the secondary legislation enacted in accordance with the Energy Reform Decree,
on August 11, 2014, the Ley de Petroleos Mexicanos (the Petroleos Mexicanos Law) was
published in the Official Gazette of the Federation: The Petx6leos Mexicanos Law became
effective on October 7, 2014, once the Board of Directors of Petroleos Mexicanos was
designated, except for certain provisions. On December 2, 2014, once the new Board of
Directors of Petroleos Mexicanos and the supervision, transparency and accountability
mechanisms for Petroleos Mexicanos began operating, the Secretaria de En.ergia (Ministry
of Energy) published in the Official Gazette of the Federation the declaration specifed in
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Transitional Article 10~' of the Petroleos Mexicanos Law, pursuant to which the special
regime governing Petrbleos Mexicanos' activities relating to productive state=owned
subsidiaries, affiliates, compensation, assets, administrative liabilities, state dividend, budget
and debt levels came into effect. On June 10, 2415 the. Disposiciones Generales de
Contratacion para Petr6leos Mexicanos y sus Empresas Productivas Subsidiarias {General
Contracting Provisions for Petxoleos Mexicanos and its productive state-owned subsidiaries)
was published in fine Official Gazette of the Federation and thereafter the special regime for
acquisitions, leases, services and public works matters came into effect.

The Ley de Hidrocarburos (Hydrocarbons Law) was published an August 11, 2014 in the
Official Gazette of the Federation and became effective the day following its publication.
The Hydrocarbons Law repealed the Ley Reglarytentaria del Articulo 27 Constitutional en el
Ramo del Petrdleo (Regulatory Law to Article 27 of the Political Constitution of the United
Mexican States Concerning Petroleum Affairs) that had been in effect prior to its
publication.

Once the Petroieos Mexicanos Law came into effect, Petroleos. Mexicanos was transformed
from a decentralized public entity to a productive state-owned company. Petroleos
Mexicanas is a legal entity empowered to own property and carry on business in its own
name with the purpose of developing business, economic, industrial and commercial
activities in order to cant' out exploration and extraction of crude oil and other bydroca~bons
in Mexico. In addition, Petroleos Mexicanos performs activities related to refrning, gas
processing and engineering and research projects to create economic value andzncrease the
income of the Mexican Government, as its owner, while adhering to principles of equity and
social and erivironznental responsibility.

In accordance with the special regime provided under the Petroleos Mexicanos Law,
Petroleos Mexicanos is able to perform the activities, operations or services necessary to
fulfill its purpose (i) by itself, (ii) with the support of the new productive state-owned
subsidiaries and affiliates or (iii) by entering into agreements, alliances, partnerships ox any
other legal arrangezxxent with Mexican or international entities in the private or public
sectors.

The Subsidiary Entities, Pemex Exploration y Production {Pemex Exploration and
Production), Pemex T~ansformacion Industrial (Pemex Industrial Transformation), Pemex
Perforation y ,Servicios (Pemex Drilling and Services), Pemex Logistica (Pemex Logistics},
Pemex Cogeneration y Servicios (Pemex Cogeneration and Services), Pemex
Fe~tilizantes (Pemex Fertilizers} and Pemex Etileno (Pemex Ethylene), are productive state-
owned subsidiaries empowered to awn property and carry on business in their awn name,
subject to the direction and coordination of Petroleos Mexicanos {the "Subsidiary Entities").

The Subsidiary Entities of Petroleos Mexicanos prior to the Corporate Reorganization
(defined below} were Pemex-Exploration y Produccidn, Pemex-Refinacion (Pemex-
Refining), Pemex-Gas and Petroquimica Bfsica (Pemex-Gas and Basic Petrochemicals) and
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Pemex-Petroquimica (Pemex-Petrochemicals), which were decentralized public entities with
a technical, industrial and commercial nature with their owrz corporate identity and equity,
with the Iega1 authority to own property and conduct business in their own names, and were
100% owned by Petrbleos Mexicanos and controlled by the Mexican Government; they had
been consolidated into and had the characteristics of subsidiaries of Petroleos Mexicanos.

Before the secondary legislation came into effect pursuant to the Energy Reform Decree, the
activities of Petro~eos Mexicanos and its Subsidiary Entities were regulated mainly by the
Constitution Politica de los Estados Unidos Mexicanos (Mexican Constitution), the
Regulatory Law to Article 27 of the Political Constitution of the United Mexican States
Concemzng Petroleum Affairs, tl~e Petr6leas Mexicanos Law published in the Official
Gazette of the Federation on November 28, 2408 and the Decreto que tiene por objeto
establecer la estructura, el funcionamiento y el control de los organismos subsidiarios de
Petroleos Mexicanos (Decree to establish the structure, operation, and control of the
subsidiary entities, ox the "Subsidiary Entities Decree") published in the Official Gazette of
the Federation on March 21, 2012.

In accordance with Transitional Article 8th of the Petroieos Mexicanos Law, the Board of
Directors of Petxoleos Mexicanos, in its meeting held an November 18, 2014, approved the
Corporate Reorganization (defined below) proposed by .the Director General of Petroleos
Mexicanos.

Pursuant to the approved reorganization proposal, the existing four Subsidiary Entities were
transfozmed into two new productive state-owned subsidiaries, which have assumed all of
the rights and obligations of the existing Subsidiary Entities (the "Corporate
Reorganization"). Pemex-Exploration and Production was transformed into Pemex
Exploration and Production, a productive state-owned subsidiary, and Pemex-Refining,
Pemex-Gas anal Basic Petrochemicals and Pemex-Petrochemicals were transformed in the
productive state-owned subsidiary Pemex Industrial Transformation.

The Board of Directors of Petrbleos Mexicanos also approved the creation of the following
new Subsidiary Entities: Pemex Drilling and Services, Pemex Logistics, Pemex
Cogenezation and Services, Pemex Fertilizers and Pemex Ethylene. Each of these
productive state-owned subsidiaries may be transfornned into an affiliate of Petroleos
Mexicanos if certain conditions set forth in the Petrbleos Mexicanos Law are rrxet,

On March 27, 2015, the Board of Directors of Petr6leos Mexicanos approved the Estatuto
Organico de Petroleos Mexicanos (Organic Statute of Petroleos Mexicanos) and the
acuerdos de creation (creation resolutions) of each productive state-owned subsidiary. The
Subsidiary Entities and their principal respective purposes are as follows:

Pemex Exploration and Production: This entity is in charge of exploration and extraction
of crude oil and solid, liquid or gaseous hydrocarbons in Mexico, in the exclusive
economic zone of Mexico and abroad.
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Pemex Industrial Transformation: This entity performs activities related to refining,
processing, import, export, trading and sale of hydrocarbons.

• Pemex Drilling and Services: This entity performs dxilling services and repair and
sezvzces of wells.

• Pemex Logistics: This entity provides transportation, storage and related services for
crude oil, petroleum products and petrochemicals to PEMEX and other companies,
through pipelines and maritime and terrestrial means, and provides guaxd and
management services.

• Pemex Cogeneration and Services: This entity generates, supplies and trades electric and
thermal energy, including but i~.ot limited #o the energy and thermal power produced in
power plants and cogeneration plants, as well as performing technical and management
services related to these activities to PEMEX and other companies, by itself ox through
companies in which it participates directly or indirectly.

• Pemex Fertilizers:. This entity produces, distributes and commercializes ammonia,
fertilizers and its derivatives, as well as provides related services.

• Pemex Ethylene: This entity commercializes, distributes and trades methane, ethane and
propylene, directly or through others.

The Organic Statute of Peiroleos Mexicanos was published, in the Official Gazette of the
Federation, on Apri128, 2015 and came into effect the day following its publication.

On April 28, 2015, the creation resolutions of the seven productive state-owned subsidiaries
were published in fihe Official Gazette of the Federation. Each creation resolution included a
provision establishing that the creation resolution would come into effect once the required
adnninistrative procedures to start operations were in place and the Board of Directozs of
Petroleos Mexicanos issued and published a statement related to each creation resolution in
the Official Gazette of the Federation.

On May 29, 2015, the statements related to the creation resolution of the productive state-
owned subsidiary Pemex Exploration az~d Production and the productive state-owned
subsidiary Pemex Cogeneration and Services issued by the Board of Directors of Petroleos
Mexicanos were published in the Official Gazette of the Federation and, accordingly, these
creation resolutions carne into effect on June 1, 2015.

On July 31, 2015, the statements related to the creation resolution of the productive state-
owned subsidiary Pemex Drilling and Services, the produc#ive state-owned subsidiary
Pemex Fertilizers and the productive state-owned subsidiary Pennex Ethylene issued by the
Board of Directors of Petroleos Mexicanos were published in the Official Gazette of the
Federation and, accordingly, these creation resolutions came into effect an August 1, 2015.

On October 1, 2015, the statement related to the creation resolution of the productive state-
owned subsidiary Pemex Logistics issued by the Board of Directors of Petroieos Mexicanos
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was published in the Official Gazette of the Federation and, accordingly, these creation
resolutions came into effect on October 1, 2015.

On October 6, 2015, the statement related to the creation resolution of the productive state-
owned subsidiary Pemex Industrial Transformation issued by the Board of Directors of
Petroleos Mexicanos was published in the Offcial Gazette of the Federation and,
accordingly, these creation resolutions came into effect on November 1, 2415.

As of the date of this report, all 0£ the creation resolutions of the productive state-owned
subsidiaries have come into effect.

The principal distinction between the Subsidiary Entities and the Subsidiary Companies {as
defined below) is that the Subsidiary Entities are productive state-owned entities, whereas
the Subsidiary Companies are affiliate companies that were formed in accordance with the
applicable laws of each of the respective jurisdictions in which they were incorporated. The
"Subsidiary Companies" are defined as those companies which are controlled, directly or
indirectly, by Petroieos Mexicanos (see Note 3{a}).

"Associates,"' as used herein, means those companies in which Petroleos Mexicanos does not
have effective control (see Note 3(a)).

Petroleos Mexicanos, the Subsidiary Entities and the Subsidiary Companies are referred to
collectively herein as "PEMEX."

PEMEX's address and its principal place of business is: Av. Marina Nacional No. 329, Col.
Veronica Anzures, Delegacion Nfiguel Hidalgo, 11300 Ciudad de Mexico, Mexico.

NOTE 2. SIGNIFICANT ACCOUNTING POLICIES

The preparation of the unaudited condensed consolidated interim financial statements in
accordance with IFRS requires the use of estimates and assumptions made by PEMEX's
management that affect the recorded amounts of assets and liabilities and the disclosures of
contingent assets and liabilities as of the date of these ~znaudzted condensed consolidated interim
financial statements, as well as the recorded amounts of income and expenses. during the period.

Signif cant es#imates and underlying assumptions are reviewed on an ongoing basis, and
revisions to accounting estimates are recognized in the period iri which any estimates are revised
and in any future periods affected by such revision.

In particular, information about assumptions, estimation uncertainties and critical
accounting policies that have the zxxost significant effect on the amounts recognized in the
unaudited condensed consolidated interim financial statements are described in the following
notes:
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• Note 2(d) Financial instruments

• Note 2(g} Wells, pipelines, properties, plant and equipment, net; Succesful efforts
accounting method

Note 2(i} Impairment ofnon-financial assets

• Note 2(k) Provisions

• Note 2(1) Employee benefits

• Note 2(zn) Taxes and federal duties

• Note 2(0} Contingencies

Actual results could differ from those estimates and assumptions,

Below is a summary of the principal accounting policies, which have been consistently
applied to each of the periods presented and followed by PEMEX in the preparation of its
unaudited condensed consolidatedznterizn financial statements:

(a) Basrs of consolidation

The unaudited condensed consolidated interim financial statements include those of
Petroleos Mexicanos, the Subsidiary Entities and the Subsidiary Companies. All intexcompany
balances and transactions have been eliminated in the preparation of the unaudited condensed
consolidated interim financial statements pursuant to IFRS 10, "Consolidated Financial
Statements" ("IFRS 10").

Unrealized gains arising froze transactions with entities whose investment is accounted
far using the equity method are eliminated against the investment to the extent of participation in
such entities. Unrealized losses are eliminated in the same way as unrealized gains but only to
the extent that there is no evidence of impairment.

Investment in subsidiaries

The .Subsidiary Entities and Subsidiary Companies are those controlled by Petroleos
Mexicanos. The Subsidiary Entities and Subsidiary Companies are consolidated from the date
that control commences until the date that control ceases.

Petroleos Mexicanos controls a subsidiary when it is exposed to or has rights to variable
returns from the company and has the ability to affect those returns through its power over the
company.
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The financial information of the Subsidiary Entities and Subsidiary Companies has been
prepared based on the same period of Petroleos Mexicanos' unaudited condensed consolidated
interim financial statements applying the same accounting policies.

For more information about Subsidiary Companies, see Note 4.

Permanent investments in associates and joint arrangements

Associates are those entities in which PEMEX has signif cant influence but not the power
to control fnancial and operational decisions. It is assumed that there is significant influence
when PEMEX owns directly or indirectly between 20% and 50% of voting rights in another
entity.

Joint arrangements are those azxangements whereby two or more parties have joint
control. A joint arrangement is eithez a joint operation or a joint ventuxe. The classification of a
joint arrangement as a joint operation oz a joint venture depends on the rights and obligations of
the parties to the arrangements. A joint venture is a j oint arrangement whereby the parties #hat.
have joint control of the arrangement have xights to the net assets of the arrangements. A joint
operation is a joint arrangement whereby the parties that have joint control of the arrangement
have rights to the assets, and. obligations for the liabilities, relating to the arrangement.

Investments in associates and joint ventures are recognized based on the equity method
and recorded initially at cost, including any goodwill identified on acquisition. ~Jifh respect to
joint operations, the assets, liabilities, income and expenses are recognized in relation to
participation in the arrangex~nent axzd in accordance with the applicable IFRS. The investment
cost includes transaction costs.

The unaudited condensed consolidated interim financial statements include the
proportion of gains, losses and other comprehensive income corresponding to PEMEX's share in
each investee, once these items are adjusted to align with the accounting policies of PEMEX,
from the date that significant influence anal joint control begins to the date that such influence or
joint control ceases.

When the value of the share of losses exceeds the value of PEMEX's investment in an
associate or joint venture, the carrying value of the investment, including any Iong-tei7m
investment, is reduced to zero and PEMEX ceases to recognize additional losses, except in cases
where PEMEX is jointly liable for obligations.incurred by those associates andlor joint ventures.

Fox more information about associates and joint arrangements, see Note 11.

Non-controlling interest

The interests of third parties who do not have a controlling interest in the equity or
comprehensive result of subsidiaries of PEMEX are presented in the unaudited condensed
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conso~dated interim statements of financial position, the unaudited condensed consolidated
interim statements of changes in equity (deficit) as "non-controlling interest" and as "net income
and c~zz~prehensive income for the period, attributable to non-controlling interests," in the
unaudited condensed consolidated interim staterxzents of comprehensive income.

Dividends. paid in cash and assets other than cash

A liability for distributions o1' dividends in cash azzd non-cash assets to third parties is
recognized when the distribution is authorized by the Board of Directors. The corresponding
amount is recognized directly in equity.

Distributions of non-cash assets are measured at the fair value of the assets to be
distributed. Changes relating to re-measurements of the fair value between the date on which the
distribution is declared and the time when the assets are transfezred are recognized directly in
equity.

When distributing non-cash assets, any difference between the dividend paid and the
carrying amount of the assets distributed is recognized in the unaudited condensed consolidated
interim statements of comprehensive incorr~e.

(b) Transactions ifa foreign currency

7n accordance with IAS 21, "The. Effects of Changes in Foreign Exchange Rates"
("IAS21"), transactions in foreign currencies are translated to the functional currency at
exchange rates at the dates of the transactions and of the presentation of financial information.

Exchange differences arising on the settlement of monetary items or on translating
monetary items at rates' different from those at whicY~ they were translated on initial recognition
during the period ox in previous financial statements are recognized in profit or loss in the period
in which they arise. When a gain ar loss on anon-monetary item is recognized in other
comprehensive results, any exchange component of that gain ox loss is recognized in other
comprehensive results. Conversely, when a gain or loss on anon-monetary item is recognized in
profit or loss,. any exchange component of that gain or loss shall be recognized in profit or loss
for the period.

(c) Fair value measurement

PEMEX measures certain financial instz~uments such as DFIs at fair value as of the
closiri~ date of the relevant reporting period.

Fair value is the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date. A measurement at
fair vatue assumes that the sale of the asset or transfer of a liability occurs:
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i. in the principal market for the asset or liability; or

ii. in the absence of a principal market, in the most advantageoi.~s market for the asset or
liability.

The principal market or the most advantageous market must be accessible for PEMEX.

The fair value ~f. a.n asset or liability is measured by using the same assumptions that
market participants would make when pricing the asset or liability under the premise that market
participants take into account highest and best use of the asset or liability.

(d) Financial instruments

Financial instruments are classified as: (i) financial instruments measured at fair value
through profit ox lass; (ii) financial instruments held to rnaturzty; (iii) available-for-sale financial
assets; (iv} investments in equity instn~ments; (v) loans and receivables; or {vi) DFIs. PEMEX
determines the classification of its financial instruments at the time of initial recognition.

PEMEX's financial instruments include cash anal short-term deposzts, available-for-sale
financial assets, accounts receivable, other receivables, loans, accounts payable to suppliers,
other accounts payable, borrowings and debts, as well as DFIs.

Below are descriptions of the financial instruments policies employed by PEMEX:

Financial instruments measured at fair value through profit or loss

A financial instrument is measured at fair value through profit or loss if it is classified as
held for trading or designated as such upon initial recognition. Financial assets are designated at
fair value through prof t or' loss if PEMEX manages such investments and makes purchase and
sale decisions based on their fair value in accordance with PEMEX's documented risk
management or investment strategy. In addition; directly attributable transaction costs are
recognized in the consolidated statements of comprehensive income for the period. These
financial instrusnerzts are recognized at faix value and corresponding changes relating to dividend
income are recognized in the .unaudited condensed consolidated interinn. financial statements of
connprehensive income.

Available fog-sale financial assets

Available-for-sale financial assets are non-DFIs that are designated asavailable-for-sale
or are not classified in any of the previous categories. PEMEX's investments in certain equity
securities and debt securities are classified as available-for-sale financial assets. Available-for-
sale financial assets axe recognizedznitially at fair value plus any directly attribu#able transaction
casts.
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Subsequent to initial recognition, available-for-sale financial -assets are measured at fait
value. In addition, any gains or losses associated with such instruments, as well as foreign
exchange differences axe recognized in other comprehensive. results and presented in the fair
value reserve in equity. When an investment is derecognized, any gains or losses accumulated in
the equity are reclassified to profit or loss.

Sales and purchases of financial assets that require the delivery of such. assets within a
period of time established by market practice are recognized as of the negotiation date (the date
on which PEMEX commits to purchase or sell fihe asset).

Loans and receivables

Loans anal receivables aze recognized initially at fair value. After initial recognition, loans
and debt securities that bear interest are measured at amortized cost using the effective interest
rate ("EIR") method, less impairment losses.

The amortized cost is calculated based on any discount or premium on acquisition and
fees and costs that are an integral part of the EIR method. Amortization of costs is included
under the heading of financing cost in the statement of comprehensive income.

Derivative financial instruments

DFIs presented in the consolidated statement of financial position axe carried at fair
value. In the case of DFIs held for trading, changes in fair value are recorded in profit or loss; in
the case of DFIs formally designated as and that qualify for hedging, changes in fair value are
recorded in the statement of comprehensive income using cash flow or fair value hedge
accounting, with gains or losses classified in accordance with the eaxz~.ings treatment of the hedge
transaction.

Embedded derivatives

PEMEX evaluates the potential existence of embedded derivatives, which may be found
in the terms of its contracts, or combined with other host contracts, which could be structured
financial instruments (debt or equity instruments with embedded derivatives}. Embedded
derivatives have terms that irnpiicitly or explicitly meet the characteristics of a DFI. In some
instances, these embedded derivatives must be segregated from the underlying contracts and
measured, recognized, presented ar~d disclosed as DFIs, such as when the economic risks and
terans of the embedded derivative are not clearly and closely related to the underlying contract.

Impairment of financial assets

At each reporting date, PEMEX evaluates whether there is objective evidence that a
financial asset or group of f nauciai assets is impaired, in which case the value of the recoverable
amount of the asset is calculated. A financial asset is impaired if objective evidence indicates that
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a loss event has occurred after the initial recognition of the asset, and that the loss event had a
negative effect on the estimated future cash flows of the financial asset.

Objective evidence that a financial asset or group of assets is impaired includes
significant financial difficulty of the issuer or obligor, a breach of contract, such as a default ox
delinquency in intexest or principal payments; the lender, for economic or legal reasons. relating
to the borrower's financial difficulty, granting to the borrower a concession that the lender would
not otherwise consider; it becoming probable that the borrowez will enter bankruptcy or other
financial reorganization; the disappearance of an active market for that financial asset because of
financial difficulties; or observable data indicating that there is a measurable decrease in the
estimated future cash flows. Impairments by asset are:

Impairment of financial assets carried at amortized cost

The impairment of financial assets carried at amortized cost is measured a.s the difference
between the assets carrying amount and the pxesent value of estimated future cash flows
(excluding futuxe credit losses that have not been uzcurred) discounted at the financial asset's
original effective interest rate. The amount of the loss shall be recognized in profit or loss.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease
can be related objectively to an event occurring after ttze impairment was recognuzed, the
impairment Toss previously recognized shall be reversed in the income result.

impairment in available for-sale financial assets

Additionally to the above mentioned, a significant or prolonged decline in the fair value
of an available—for—sale financial asset is also objective evidence of impairment.

When there is objective evidence of the impairment of an asset, the accumulated Loss
recognized in other comprehensive income shall be xeclassif`ied from equity to profit ox loss even
though the financial asset has not been derecognized.

If, zn a subsequent period, the impairrnenf Loss decreases and the reduction could be
objectively related to an event occurring after the impairment recognition, this impairment loss
previously recognized shall be reversed in the income result.

(e) Cash and cash equivalents

Cash and cash equivalents are comprised of cash balances on hand, deposits in bank
accounts, foreign currency reserves and instruments with maturities of thxee months or less. from
the acquisition date that are subject to an insignificant risk of changes in their fair value, which
are used in the management of PEMEX's short term commitments.
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Cash subject to restrictions or that cannot be exchanged or used to settle a liability within
twelve months is not considered part of this line rtem and is presented in non-current assets.

(~ Xnveiztories and Bost of sales

PEMEX's inventories are valued at the Iower of cost or net realizable value. Cost is
detern~ined based on the cost of production or acquisition of inventory and other costs incurred
in transporting such inventory to its present location and in its present condition, using the
average cost formula. Net realizable value is the estimated selling price in the ordinary course of
business less the estimated costs of completion and the estimated .selling costs. The estimate
takes into consideration, among other things, the decrease in the value of inventories due to
obsolescence.

Cost of sales represents the cost of production or acquisition of inventories at the time of
sale, increased, where appropriate, by declines in net realizable value of inventories daring the
period.

Advances to suppliers axe recognized as part of inventory when the risks and benefts of
the ownership of the inventory have been transferred to PEMEX. .

(g) We1Cs, pipelines, properties, plant and equipment, net

Wells, pipelines, properties, plant and equipment are recorded at acquisition or
constriction cost Less accumulated depreciation and accumulated impairment losses.

PEMEX uses the successful efforts method for the exploration and production of crude
oil and gas activities, considering the criteria mentioned in IFRS 6, "Exploration for and
Evaluation of Mineral Resources" in relation to the recognition of e~ploratzon and drilling assets.
Costs of development wells and related plant, property and equipment involved in the
exploi#ation of oil and gas are recorded as part of the cost of assets. The costs of exploratory
wells in areas that have not yet been designated as containing proved reserves axe recorded as
intangible assets until it is determined whether they are commercially vzable to capitalize as fixed
assets, otherwise they are recognized as exploration expenses. Other expenditures on exploration
are recognized as exploration expenses as they are incurred.

In accordance with IAS 16, "Property, Plant and Equipment" ("IAS 16"), initial. cost of
wells, pipelines, properties, plant and equipment are initially recorded at cost, which includes
their original purchase price or construction cost, any costs attributable, to bringing the assets to a
working condition for their intended use and the costs of dismantling and removing the items and
restoring the site on which they are located, including the estimated cost of plugging and
abandoning wells.

The cost- of financing projects that require large investments or financing zncurred for
projects, net of interest revenues from the temporary investment of these funds, is recognized as
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part of wells, pipelines, properties, plant and equipment when the cost is directly attributable to
the construction or acquisition of a qualifying asset. The capitalization of these costs is
suspended during periods in which the development of construction is interrupted, and its
capitalization ends when the. activities necessary fog the use of the qualifying asset are
substantially completed. All other financing costs are recognized in the unaudited condensed
consolidated interim financial statements of comprehensive income in the period in which they
are incurred.

The cost of self-constructed assets includes the cost of materials and direct labor interest
on financing and any other costs directly attributable to start up. In some cases the cost also
includes the cost of dismantling and removal.

Expenditures xelated to the construction of wells, pipelines, properties, plant and
equipment during the stage prior to commissioning are stated at cost as intangible assets or
construction in progress, in accordance with the characteristics of the asset. Once the assets are
ready foz use, the costs are transferred to the respective component of wells, pipelines,
properties, plant and equipment and depreciation or amortization begins.

The costs of major maintenance or replacemen# of a component of an item of wells,
pipelines, properties, plant and equipment are recognized in the carrying amount of the item if it
is probable that the future economic benefits embodied within the component will flow to
PEMEX and its cost can be measured reliably. The costs of recurring maintenance, repairs and
renovations carried out to maintain the facilities in normal operations of wells, pipelines,
properties, plant and equipment axe recognized in profit ox loss as incurred.

Depreciation a.nd amortization of capitalized costs in wells are determined based on the
estimated economic life of the field to which the wells belong; considering the relationship
between the production of barrels of oil equivalent for the period and proved developed reserves
of the f eld, as of the beginning of the period, with quarterly updates for new development
investments.

Depreciation of other elements of pipelines, properties, plant and equipment is
recognized in prof t or loss on a straight-line basis over the estimated useful life o£ the asset,
beginning a.s of the date that the asset is available for use, or in the case of construction, from the
date that the asset is completed and ready for use.

When parts of an item of wells, pipelines, properties and equipment have different useful
lives than such item and a cost that is sigrufcant relative to the total cost o£ the item, the part is
depreciated separately.

Estimated useful Lives of items of properties, plant and equipment are reviewed if
expectations differ from previous estimates.
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Pipelines, properties, and equipment received ftom customers are initially recognized at
fair value as revenue from ordinary operating activities if PEMEX has no future obligations to
the customer who transferred the item. In contrast, if PEMEX does have future obligations to
such a customer, the initial recognition is as a deferred liability relating to the period in which the
items wi11 provide PEMEX with a service.

The capitalized value of finance leases is also included in the line item of wells,
pipelines, properties, plant and equipment. Properties, plant and equipment acquired through
financial leases are depreciated over the shorter of the lease term or the useful life of the asset.

Advance payments for the acquisition of pipelines, properties, plant and equipment are
also recognized in the line item of wells, pipelines, properties, plant and equipment when the
risks and benefits of the ownership have been transferred to PEMEX.

(h) Crude oil and naturaC gas reserves

Under Mexican law, all crude oil and other hydrocarbon reserves located in the subsoil of
Mexico are owned by the IVlexican nation and not by PEMEX. Under the Petroleos Mexicanos
Law and according with applicable accounting standards, as of the date of these unaudited
condensed consolidated interim financial statements, the reserves assigned to PEMEX by the
Mexican Government are not. registered for accounting purposes. Pemex Exploration and
Production estimates total proved oil and natural gas reserve volumes in accordance with Rule 4-
10(a} of Regulation S-X ("Rule 4-10(a)") of the U.S. Securities and Exchange Commission
{"SEC") as amended, and where necessary, in accordance with 'the Standards Pertaining to the
Estimating and Auditing of Oil and Gas Reserves Information promulgated by the Soczety of
Petroleum Engineers (the "SPE") as of February 19, 2007. These procedures axe consistent with.
international reserves reporting practice. The estimation of these reserves depends on
assumptions made and the interpretation of the data available, and may vary among analysts.
The results of drilling activities, test wells and production after the date of estimation are utilized
in future revisions of reserves estimates.

Although PEMEX does not own the oiI and other hydrocarbon reserves within Mexico,
these accounting procedures allow PEMEX to record the effects that such oil and other
hydrocarbon reserves have on its unaudited condensed consolidated interim financial statements,
including, for example, in the depreciation and amortization line item.

(i) Xmpair,~nenl of non-financial assets

The carrying amounts of PEMEX's non-financial assets, other than inventories and
deferred taxes, are assessed far indicators of impairment at the end of each reporting period. If
the net carrying value of the asset _exceeds the recoverable amount, PEMEX records an
impairment charge in its statement of comprehensive income.
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A cash-generating unit is the smallest identifiable group of assets which can generate
cash inflows independently from other assets or groups of assets.

The recoverable amount is defined as the higher of the fair value minus the cost of
disposal and the use value. Value in use is the discounted present value of the fixture cash flows
expected to arise from the continuing use of an asset, and from its disposal at the end of its useful
life. In measuring value in use, the discount rate applied is the pre-fax rate that reflects. current
market assessments of the time value of money and the risks specific to.the asset. Fair value is
calculated using discounted cash flows determined by the assumptions that market participants
would apply in order to estimate the price of an asset or cash generating unit if such participants
were acting in their best economic interest.

In the case of cash-generating assets or items dedicated to the exploration and evaluation
of hydrocarbons reserves, the recoverable amount is determined by adjusting the fair value,
which is based on tb.e proved reserves, for the risk factor associated with such'reserves.

Both impairment lasses and reversals are recognized in the statement of comprehensive
income in the costs and expenses Line items in which the depreciation and amortization of the
relevant assets are recognized. ~rnpairment losses may not be presented as part of the costs that
have been capitalized in the value of any asset. Impairment losses related to inventories are
recognized as part of cost of sales. Impairment losses on investments in associates, joint
ventures and other permanent investments are recognized as profit (loss) sharing in associates.

If an impaizment loss subsequently improves, and such improvennent is greater than the
carrying value of the asset and appeazs to be permanent, the impairment loss recorded previously
is reversed only up to the carrying amount of the item, as though no impairment had been
recognized.

(j) Leases

The determination of whether an agreement is or contains a lease is based on the content
of the agreement at the date of execution. An agreement contains a lease if performance under
the agreement depends upon the use of~a specific asset or assets, or if the agreement grants the
right-to use the asset.

Finance leases, which transfer to PEMEX substantially all the inherent benef is and risks
of the leased property, are capitalized at the date the Iease commences, and the value is recorded
as the lower of the fair value of the leased property and the present value of the minimum lease
payments. Payments on the lease are divided between the financial costs and the amortization of
the remaining debt principal in order to achieve a constant interest rate for the outstanding
liability. The financing costs are recognized in the statement of comprehensive income.

Operating lease. payments that do not transfer to PEMEX substantially all the risks and
benefits of ownership of the leased asset are recognized as expenses in the statement of
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comprehensive income on a straight line basis over the term of the lease. Operating lease
payments that do transfer to PEMEX substantially all the risks and benefits of ownership are
instead capitalized and treated as under the paragraph above.

(k) Provisions

1'EMEX recognizes provisions where, as a result of a past event, PEMEX has incurred a
present obligation for which a future disbursement and the value of such disbursements
reasonably estimable. In certain cases, such amounts are recorded at their present value,

Environmental liabil ities

In accordance with applicable Legal requirements and accounting practices, an
environmental liability is recognized when the cash outflows are probable and the amount is
reasonably estimable. Disbursements related to the conservation of the environment that are
linked to revenue from current or future operations are accounted for as costs or assets,
depending on the cizcumstances of each disbursement. Disbwrsements related to past operations,
which no longer contribute to current or future revenues, are accounted for as current period
costs.

The accrual of a liability for a future disbursement occurs when an obligation related to
environmental xe~cnediation, for which PEMEX has the infornnation necessary to determine a
reasonable estimated cost, is identified.

RetiYement of assets

The obligations associated with the future retirement of assets, including those related to
the retirement of wells, pipelines, properties, plant and equipment and their components, but
excluding those related to the retirement of wells, are recognized at the date that the retirement
obligation is incurred, based on the discounted cash flow method. The determination o£ the fair
value is based on existing technology and regulations. If a reliable estimation of fair value
cannot be made at the time the obligation is incurred, the acczual will be recognized when there
is sufficient information to estimate the fair value.

The obligations related to the costs of future retirement of assets associated with the
principal ref Wing processes for gas and petrochemicals are not recognized. These assets are
considered to have an indef rite useful life due to the potential for maintenance and repairs.

The abandonment costs related to wells currently in production and wells temporarily
closed are recorded in the statement of comprehensive income based on the units of pxoduction
method. Total cost of abandonment and plugging for non-producing we~Is is recognized in the
statement of comprehensive income at the end of each period. All estimations are based on the
useful lives of the wells, considering their discounted present value. Salvage values are not
considered, as these values commonly have not traditionally existed.
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(l) Employee benefits

PEMEX operates a defined benefit pension plan under which it makes contributions to a
fund that is administrated separately. PEMEX recognizes the cost for defined benefit plans based
on independent actuarial computations applying the projected unit credit method. Actuarial
goons and losses are recognized within othex comprehensive results for the period in which they
occur.

T`he costs of prior services are recognized within profit ar Ioss fox the period in which
they are incurred.

PEMEX's net obligation with respect to the defined benefit plan equals the present value
of the defined benefit obligation less the fair value of plan assets. The value o£ any asset is
Iimited to the present value of available reimbursements and reductions in future contributions to
the plan.

In addition, seniority premiums payable for disability, death and survivors benefits,
medical services anal gas and basic food basket for beneficiaries are recognized within other
long-term employee benefits.

Termination benefits are recognized in profit or loss for the period in which they are
incurred. .

(m) Taxes and, federal duties

Current income tax

Current income tax assets or liabilities for the current and prior years shall be measured at
the amount expected to be paid or recovered from the taxation authorities, using the tax rates that
have been enacted or substantively enacted by the end of the year.

Current taxes related with items that are recognized in equity shall be presented directly
in. other comprehensive income. At the end of each reporting period, Petrbleos Mexicanos
evaluates .the regulations that are subject to interpretation and creates corresponding prflvisions
when necessary.

Deferred taxes

Deferred taxes are recorded based on the assets and liabilities method, which consists of
the recognition of. deferred taxes by applying tax rates applicable to the income tax to the
temporary differences between the carrying value and tax values of assets and liabilities at the
date of these unaudited condensed consolidated interim financial statements.

De£ezxed tax liability shall be recognized for all taxable temporary differences, except to
the extent that the deferred tax liability arises from:
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• the initial recognition of goodwill or the znitial recognition of an asset or liability
in a transaction which is not a business combination and at the time of the
transaction, affects neither accounting profit nar table profit or tax loss; and

• for taxable temporary differences associated with investments in subsidiaries,
branches and associates, and interest in joint arrangements, a deferred tax liability
sha11 be recognized when the parent, investor, joint venture or joint operator is
able to control the timing of reversal o£ the temporazy difference and it is probable
that the temporary difference will not revexse in the foreseeable future.

Deferred ta~c assets are recognized for aII deductible temporary differences anal the carry
forward of unused tax credits and any tax losses to the extent that it is probable that taxable profit
will be available against deductible temporary differences and that the carry forward of unused
tax credits and unused tax losses can be utilized, unless:

the deferred tax asset relating to deductible temporary difference arises from the
initial recognition of asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects neither accounting profit
nor taxable pxofzt or tax loss; and

in respect of deductible temporary differences associated with investments in
subsidiaries, associates and interests in joint ventures, deferred tax assets are
recognized only to the extent that it is probable that the temporary differences will
reverse in the foreseeable future and taxable profit will be available, against
which the temporary differences can be utilized.

The carrying amount of a deferred tax asset shaJ.l be reviewed at the end o£ each reporting
period. An entity shall reduce the carrying amount of a deferred tax asset to the extent that it is
no longer probable that a sufficient table profit will be available to allow the benefit of that
deferred tax asset to be utzlized in whole or in part. Unrecognized deferred tax assets are
zevalued at each reporting date and will be recognized to the extent that it is probable that future
taxable income will be sufficient to allow for the recovery of the deferred tax asset.

. Deferred tax assets and liabilities shall be measured at the tax rates- that are expected to
apply to the period when the asset is realized or the liability is settled, based on tax rates (and t~
laws) that have been enacted or substantively enacted by the end of the reporting period.

Defezxed tax assets and deferred tax liabilities related with items that are recognized in
equity shall be presented directly in other compzehensive income.

An entity shall offset deferred tax assets and deferred tax liabilities, if and only if the
entity has a legal right to set off current tax assets against current tax liabilities and are levied. by
the same taxation authority or the same taxable entity.
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Federal taxes and duties

PEMEX is subject to certain special taxes and duties, which are based on the value of
hydrocarbons extracted, with certain deductions and established quotas set for the time spent and
surface exploration.

These taxes and duties are recognized in accordance with IAS 12, "Profit Tax" (IAS 12),
when they have the characteristics of income tom, which occurs whcn such taxes are set by a
government authority and are determined on a formula that considers the balance of income (or
extraction valued at a selling price) less expenses. Taxes an:d duties that meet this criteria should
be recognized for current and deferred income tax based on the above paragraphs. Taxes and
duties that do not meet this criteria are recognized as liabilities, affecting the costs and expenses
relating to the transactions that gave rise to them.

(n) Impuesto Especial sobre Produccz6n y Servieios (Special Tax on Production and
Services, or "IEPS Tax")

The IEPS Tax charged to customers is a tax on domestic sales of gasoline and diesel.
The applicable rates depend on, among other factors, the product, producer's price, freight costs,
commissions and the region in which the respective product is sold.

(o) Contingencies

Liabilities for loss contingencies are recorded when it is probable that a liability has been
incurred and the amount thereof can be reasonably estimated. When a reasonable estimation
cannot be made, qualitative disclosure is provided in the notes to the unaudited condensed
consolidated interim financial statements. Contingent revenues, earnings or assets are not
recognized until realization is assured.

(p) Revenue recognition

Sales revenue is recognized the moment at which the risks and benefits of ownership of
crude oil, ref ned products, natural gas, and derivative and petrochemical products are transferred
to the customers who acquire them, which occurs as follows:

• in accordance with contractual terms;

• the moment at which the customer picks up product at PEMEX's facziities; ox

• the moment at which PEMEX delivers the product to the delivery point.

PEMEX recognizes revenues for services at the time tl~e collection right on such services
arises.
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(c,~ Presentation of consolidated statements of comprehensive income

The costs and expenses shown in PEMEX's unauditeii condensed consolidated interim
statements of comprehensive income are presented based on their function, ~vvhich allows for a
better understanding of the components of PEMEX's operating income. This classification
allows for a comparison to the industry to which PEMEX belongs.

Cost of sales

Cost of sales represents the cost of inventories at the time of sale. Cost of sales zncludes
depreciation, amortization, salaries, wages and benefits, a portion of the cost of the reserve for
employee benefits and operating expenses related to the production process.

Other revenues and expenses, net

For the three months ended March 31, 2016 and 2Q15, other revenues a.nd expenses, net,
consisted primarily of sanctions, penalties and franchise fees.

TranspoYtation, distribution and sale expenses

Transportation, distribution and sale expenses are costs in connection to the storage, sale
and delivery o£ products, such as depreciation and operating expenses associated with these
activities.

Administt~ative expenses

Administrative expenses are costs related to 1'EMEX's adnniz~istrative personnel, which
include personnel-related expenses.

Financing income

Financing income is comprised of interest income, f nancial income and other income
from financial operations between PEMEX and third parties.

Financing cost

Financing cost is comprised of interest expenses, commissions and other expenses related
to financing operations minus any portion of the. financing cost that is capitalized.

DeY•ivative financial instruments income (cost), net

Derivative financial instruments income (cost), net, represents the net effect of the profit
or loss for the period associated with DFIs (see Note 3{d)}.
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Exchange (loss), net

Exchange rate variations relating to assets or liabilities governed by contracts
denominated in foxeign currencies are recorded in income of the period.

(r) Operating segments

Operating segments are identifiable components of PEMEX that pursue business
activities ftorn which PEMEX earns revenues and incurs expenses, including those revenues and
expenses from transactions with other segments of PEMEX, and for which information is
available to management on a segmented basis and is assessed by the Board of Directors in order
to allocate resources and assess the profitability of the segments.

(s) Non-current assets held for sale, non-current assets held for distribution to owners and
discontinued operations

Non-current asset held for sale

PEMEX classifies anon-current asset as held £or sale if its carrying amouazt will be
recovered principally through a sale transaction rather than through continuing use, the asset is
available fox immediate sale and the sale is expected to be completed within one year from the
date of classif cation, with certain exceptions.

Non-current assets classified as held for sale are measured at the lower of its carrying
amount, and fair value less cost of sale is presented in a separate line item in the unaudited,
condensed consolidated interim financial statements. Non-current assets classified as held for
sale aze not subject to depreciation or amortization after the classification as held for sale.

The liabilities of a disposal group classified as held for sale shall be presented separately
from other liabilities in the statement of financial position. Those assets and Liabilities sha11 not
be offset and presented as a single amount.

Non-current asset held for distribution to otivners

When anon-cuzxent asset is classified as held fox distribution to owners the assets must
be available for immediate distribution in their present conditions and the distribution must be
expected to be completed within one year from the date of classification, with certain exceptions.

Non-current assets classified as held for distribution are measured at the lower of its
carrying amount, and fair value Less cost of distribution is presented in a separate line item in the
consolidated financial statements. Non-current assets classified as held for distribution are not
subject to depreciation or amortization after the classification as held for distribution.
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The liabilities of a disposal group classified as held far distribution to owners shall be
presented separately from other liabilities in the statement of financial position. Those assets and
liabilifies sha11 not be offset and shall be presented as a single amount.

Discontinued opeYations

A discontinued operation is a component of an entity that either has been disposed of or
is classified as held for sale, and either:

• represents a separate major line of business or geographical area of operations;

• is part or a single coordinated plan to dispose of a separated major Iine of business or
geographical area of operations; or

• is a subsidiary acc}uired exclusively with a view to resale.

The revenue, expenses and pre-tax profit or loss of discontinued operations are only
presented in a specific line item in the unaudited condensed consolidatedznterim financial
statements of comprehensive income.

(t} Accou~zting changes

The IASB issued the new IFRS mentioned below, which are applicable to PEMEX and
axe effective for annual periods beginning 3anuary 1, 2016:

a} Amendments to IAS 16 and IAS 38 "Intangible Assets" ("IAS 3$")

• The amended IAS 16 prohibits entities from using revenue-based depreciation
methods for items in property, plant and equipment.

• The amended IAS 38 introduces a rebuttable presumption that revenue is not an
appropriate basis for amortization of an intangible asset. This presumption can
only be rebutted in two limited circumstances: a) the intangible asset is expressed
as a measure of revenue; or b) ordinary revenue and the life of the assets are
highly associated:

• The expected future reductions in selling prices could be indicative of a reduction
of the future economic benefits embodied in an asset.

These amendments will be applied prospectively for annual periods beginning on ox after
January 1,-2016, a.nd early application is permitted.

The amendments had no impact on these unaudited condensed consolidated interim
financial statements.



PEMEX Consolidated

Ticker: PEMEX Quarter: 1 Year: 2016

Disclosure of interim financial reporting

b} Amendments to IFRS 11, "Joint Arrangements" ("IFRS 11"}

• The amendments to IFRS 11 address how a joint operator should account far the
acquisition of an interest in a joint operation that constitutes a business. IFRS l l
now requires that .such transactions be accounted for using the related principles
to business combination accounting established in IFRS 3, "Business
Combinations" ("IFRS 3"), and additionally requires certain related disclosures.

• These amendments also apply when a business is contributed to the joint
operation upon its creation. The most significant impact of the amendments to
IFRS 11 wzll be the recognition of goodwill (when there is aai excess of the
transferred consideration aver the identifiable net asset) and the recognition of
deferred tax assets and liabilities.

• These amendments will be applied prospectively for annual periods beginning on
ox after January 1, 2016. Early application is permitted.

The amendments had no impact on these unaudited condensed consolidated interim
financial statements.

c} Amendments to IFRS 5, "Non-Current Assets Held-for-Sale at~d Discontinued
Operations" ("IFRS 5"}

The amendments to IFRS 5 introduce specific guidance~for the reclassification of an asset
from held-for-sale to held-for—distribution-to-owners (or vice versa) or the
discontinuation of held-for-distribution accounting.

The- amendments state that:

• Such reclassifications should not be considered changes to a plan of sale or a plan of
distribution to owners and that the classification, presentation and measurement
requirements applicable to the new method of disposal should be applied; and

• Assets that no longer meet the criteria for held-for-distribution-to-owners (and do not
meet the criteria for held-for-sale} should be treated in the same manner as assets that
cease to be classified as held-for-sale.

The amendments apply prospectively and are effective for periods beginning on or after
January 1, 2016.

The amendment had no impact on these unaudited condensed consolidated interim
financial statements.
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d} Amendments to IFRS 7, "Financial Instruments: Disclosures" ("TFRS 7")

The amendments to IFRS 7 provide additional guidance to clarify whether a servicing
contract constitutes continuing involvement in a transferred asset foz purposes of the
required disclosure ,relating to transferred assets.

The amendments apply retrospectively; however, to avoid the risk of hindsight affecting
the determination of the required fair value disclosure, an entity is not required to apply
the amendments to any period beginning prior to the annual pexiod during which the
amendments are first applied. The amendments also include an amendment to IFRS 1,
"First Time Adoption of International Financial Reporting Standards."

The amendzn.ents are effective for periods beginning on or after January 1, 2016.

Applicability of the Amendments to IFRS 7 on Offsetting Disclosure to Condensed
Interim Financial Statements

The amendments to IFRS 7 were made to eliminate uncertainty as to whether the
disclosure required for offsetting financial assets and financial liabilities (introducedzn
Decembex 2011 and effective for periods beginning on or after January I, 2013) should
be included in condensed interim financial statennents after January 1, 2013 or only in the
first year. The amendments clarify that such disclosure is not explicitly required fox all
interim periods. However, the disclosure may need to be included in condensed interim
financial statements to comply with IAS 34.

The amendments apply retrospectively in accordance with IAS 8, "Accounting Policies,
Changes in Accounting Estimates and Errors" ("IAS 8"} and are effective for periods
beganr~ing on or after January 1, 2016.

The amendments had no impact an tl~.ese unaudited condensed consolidated interim
financial statements.

e) .Amendments to IAS 19, "Employee Benefits" ("IAS 19"}

The amendments to IAS 19 clarify that investment-grade corporate bands used to
estimate the discount rate for post-employment benefits should be issued in the same
currency as the benefits to be paid. These amendments also provide for the assessment of
the depth of the market for investment-grade corporate bonds at the relevant currency
level.

The amendments apply retrospectively in accordaszce with SAS 8 and aze effective far
periods beginning after January 1, 2016, with earlier application permitted.
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The amendments had no impact on these unaudited condensed consolidated interim
financial statements.

f} Amendments to IAS 34, "Interim Financial Reporting" ("IAS 34")

The amendments to IAS 34 clarify the requirements relating to information required by
IAS 34 that is presented "elsewheze in the interim financial report" but is not included in
the interzm financial statements. The amendments require the .inclusion of a cross-
reference from the interim financial statements to the location of such information in the
interim financial report, which must be available to users on the sarme terms and at the
same time as the interim financial statements.

The amendments apply re#rospectively in .accordance with IAS 8 and are effective. for
periods beginning after January 1, 2016, with earlier application permitted.

The amendments had no impact on these unaudited condensed consolidated intexim
financial statements.

(u) New IFRS not yet adopted

The IASB issued the amendments and new IFRS mentioned below, which are effective
for the annual pexiods described therein. PEMEX is in the process of evaluating the impact that
these standards will have on its unaudited condensed consolidateduaterim financial statements.

Amendments that effective for periods beginning in 2417:

a) IAS 12 "Income Taxes: Recognition of Deferred Tax Assets for Unrealized Losses"
("IAS 12")

IASB issues amendments to IAS 12 to clarify the diversity of practices in the recognition
of deferred t~ assets for unrealized losses related to debt instruments measured at fair
value. The amendments to IAS 12 include sflme explanatory paragraphs and an
illustrative example.

The amendments clarify the following aspects:

• Unrealized losses on debt instruments measured at fair value for accounting purposes
at~d measured at cost for tax purposes give rise to deductible temporary differences
regardless of whether the debt instrument's holder expects to recover the carrying
amount of the debt instrument by sale oz by use.

• The carrying amount of an asset does not limit the estimation of probable future
taxable profits.
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• Estimates of future taxable profits exclude tax deductions resulting from the reversal
of deductible temporary differences.

• An entity assesses a deferred tax asset in combination with other deferred tax assets.
Where tax law restxicts the utilization of tax losses, an entity would assess a deferred
ta,~c asset in combination with other deferred tax assets of the same type.

The amendments are to be applied retrospectively and are effective for annual periods
beginning on or after January 1, 2017. Earlier application is permitted. PEMEX is in the
process of evaluating the impact that these standards will have on its financial statements.

b} Amendments to IAS 7 "Statement a£ Cash Flows" ("IAS 7")

The amendments to IAS 7. The amendments -are intended to clarify IAS 7 to unprove
information provided to financial statement user about an entity's financing activities.

Changes

The amendments in IAS 7 come with the objective that entities shall provide disclosures
that enable users of .financial statements to evaluate changes in liabilities arising from
f nancing activities.

To achieve this objective, the IASB requires that the following changes in liabilities
arising from financing activities are disclosed: (i) changes from financing cash flows; (ii)
changes arising from obtaining or losing control of subsidiaries or other businesses; (zii)
the effects of changes in foreign exchange rate; (iv) changes in fair values; and (v) other
changes.

The LA.SB defines liabilities arising from financing activities as liabilities "for which cash
flows were, or future cash flows will be, classified in the statements of cash flows as cash
flows from fmancin~ activities." It also stresses that the new disclosure requirements
also relate to changes in financial assets if they meet the same definition.

The amendments state that one way to fulfill the new disclosure requirements is to
provide a reconciliation between the opening and closing balances in the statement of
financial position for liabilities arising from financing activities.

Finally, the amendments state that changes in liabilities arising from financing activities
must be disclosed separately from changes in othex assets and liabilities.

The amendments are effective for annual periods beginning on or after 1 January 2017.
Earlier application is permitted. Entities need not provide comparative information when
they first apply the amendments.
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Amendments effective for periods beginning in 2018:

a) IFRS 9, "Financial Instruments" ("IFRS 9")

The IASB issued IFRS 9 (2009} and IFRS 9 (201 d}, which introduced new classification
and measurement requirements. In 2013, the IASB released a new model for hedge
accounting. The final version of IFRS 9, which was issued in July 2014 ("IFRS 9
{2014)"}, replaces the previous versions of IFRS 9 and completes the IASB's project to
replace IAS 39, "Financial Instruments."

The package of improvements introduced by IFRS 9 (2014) includes a logical model for
classification and measurement, a single, forward-looking "expected loss" impairment
model and a substantially reformed approach to hedge accounting.

IFRS 9; (2014} is effective for ,annual periods beginning on or .after January 1, 2x18.
Earlier application is permitted. Additionally, the new standards relating to credit risk
may be applied early and in isolation, without .adopting other modifications to the
recognition of financial instnunents.

Classification and Measurement

Classification under IFRS 9 (2014) determines how financial assets and liabilities are
recognized in fina~a.cial statements and, in particular, how they are measured an an
ongozng basis. IFRS 9 (2014) introduces a logical approach to the classification of
financial assets, which is based on the cash flow characteristics of the financial asset and
the entity's business model for managing the financial assets. This principle-based
approach replaces the existing classification and measurement requirements.

Impairment

As part of IFRS 9 (2014), the IASB introduced a new, szngle impairment model that is
applicable to all financial instruments and eliminates the connplexity associated with
multiple impairment models. The new impairment model requires an entity to recognize
expected credit losses on a. timelier basis and to update the amount of expected losses
throughout the useful lzfe of a financial instrument. Additional disclosure is required to
describe the basis for recognizing expected credit losses and any changes in the estimated
amount of expected credit losses.

Hedge Accounting

IFRS 9 (2014) includes significant changes to hedge accoun#ing, such as new disclosure
requirements that require a description of an entity's risk management activities. The
new model represents a comprehensive review of hedge accounting and aligns the
accounting with risk management in order to better reflect risk management activities in
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the financial statements. These changes az~e intended to provide better disclosure about
the risks that an entity faces and the impact of risk management activities on its fznancial
information.

Credit Risk

IFRS 9 (2414) also aims to eliminate the volatility in financial results caused by changes
in the credit risk of liabilities that are measured at fair value. Undex IFRS 9 (2014},
earnings from the impairment credit rzsk of liabilities are recognized in other
comprehensive income rather than directly in profit or net loss.

PEMEX is in the process of evaluating the impact that these standards will have on its
financial statements.

b) IFRS 15, "Revenue from Contracts with Customers" ("IFRS Z 5")

IFRS 15 describes a single comprehensive rnadel for the accounting of revenue from
contracts with customers and replaces the current guidelines on revenue recognition.

The core principle o£ the new IFRS I S is that an entzty should recognize revenue to
represent the promised transfer of goods ox services to the customer, valued at the amount
that the entity expects to be entitled in exchanged for those goods or services.

Pursuant to IFRS 1 S, an entity should:

• identify customer contracts that fall within the scope of the new standard;

~ identify the separate performance obligations in the contract based on the following
criteria: a) sales of goods or services, separately, b) sales that are dependent or
interrelated with other products or services; and c) homogeneous and consistent
sales pattern;

• determine the price of the transaction by applying the following considerations: a)
variable consideration and constraining estimates of vaxiab~Ie consideration; b} the
existence of a significant financing component in the contract; c) any non-cash
consideration; and d) the consideration payable to the customer;

• allocate the transaction price to each separate performance obligation; and

recognize revenue when (or as) each performance obligation is satisfied either over
time or at a point in time.

The new IFRS 15 enhances disclosures o£ revenue. This standard must be applied for
periods beginning on or after January 1, 2018, and early application is permitted. Duxing
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the year of application, entities may apply the nzle retrospectively or use a modified
approach.

PEMEX is in the process of evaluating the impact that these standards will have on its
financial statements.

Amendments effective for periods beginning in 2019:

a) IFRS 16, "Leases" ("IFRS 16")

On January 201b, the IASB published a new accounting standard, IFRS I6 Leases (IFRS
16), which replaces IAS 17 Leases and Guide interpretation:

'The main changes from the previous standard are:

• IFRS 16 provides a comprehensive model for the identification of the lease ,
arrangements and their treatment in the f nancial statements of both lessees and
lessors;

• the new standard applies a control model to the identification of leases,
distinguishing between leases and service contracts on the basis of whether there is
an identified asset controlled by the customer;

• the distinction between financial and operating leasing is removed, therefore, assets
and liabilities are recognized in respect of all leases, with some exceptions for
short-term leases and leases of low value assets; and

• the standard does not include significant changes to the requirements for accounting
by lessors.

The standard is effective for annual periods beginning on ox after January 1, 2019, -with
earlier application permitted fox entities that have also adapted IFRS 15 Revenue from
Contracts with Customers. PEMEX is in the process of assessing the impact this new
standard will have on its f nancial statements.

NOTE 3. SUBSIDIARY ENTITIES AND SUBSIDIARY COMPANIES

As mentioned in Note 1, due to PEMEX's reorganization, as of March 31, 2016, -the
Subsidiary Entities consolidated in these financial statements include Pemex Exploration
and Production, Pemex Industrial Transformation, Pemex Cogeneration and Services,
Pemex Drilling and Services, Pemex Logistics, Pemex Fertilizers and Pemex Ethylene.

The consolidated Subsidiary Companies are as follows:
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P.M.I. Maxine, Ltd. (PMI Mar} ~'~
P.M.I. Services, B.V. (PMI SHO) t`~
P.M.T. Holdings, B,V. {PMI HBV} {`}

• P.M.I. Trading, Ltd. (PNII Trading) ~l~
• PEMEX Intexnacional Espaaia, S. A. {PMI SES) ~`~
• P.M.I. Holdings Petr6leos Espana, S.L. (HPE) ~`~
• ~ P.M.I. Services North America, Tnc. '(PMI SUS) t}̀
• P.M.I. Holdings North America, Inc. (PMI HNA) ~`?
• P.M.I. Norteam~rica, S. A. de C. V. (PMI NASA) {'}
• P.M.I. Comercio internacional, S. A. de C. V. (PMI CI1Vn {'~~"~
• PMI Field Management Resources, S.L. (FMR) {'~
• PMI Campos Maduros SANMA., S. de R. L. de C. V. {SANMA} ~'~
~ Pro-Agroindustria, S. A. de C. V. (AGRO) {i~ti~~}

PMI Azufre Industrial, S. A. de C. V. (PMI AZIND) (`)("'>
• PMI Jnfraeshuctura de Desarrollo, S. A. de C. V. (PMI ID} t'~~I"~

• PMI Cinturbn Transoceanico Gas Natural, S.A. de C.V. (PMI CT) ~'~~"'~
~ PMI Transoce~nico Gas LP, S.A. de C.V. (PMI TG} t'x °̀}
• PNII Servicios Portuarios Transoceanicos, S.A. de C.V. (PNII SP) {`~~~`~
• PMI Midstream del Centro, S.A. de C.V. (PMI MC) ~'~~"'~
• Pemex Procurement Interriatiorial, Inc. (PPi} ;
• Hijos de J.~Barreras, S. A. (HJ BARRERAS) ~"~
• Pemex Finance, Ltd. (FIN) ~i'}

• Mex Gas Internacional, S.L. {1VIGAS) ~"~
• Pemex Desarrollo e Inversion Inmobiliari.a; S.A. de C.V. (III)°'}
• Kot Insurance Company, AG. (KOT}
• PPQ Cadena Productiva, S.L. (PPQCP}
• .III Servicios, S. A. de C. V. (III Servicios)
• PMI Ducto de Juarez, S. de R.L. de C.V. (i}(vii}

i, Member Company of the "PMI Crtoup".
ii.

Non-controlling interest company.

ill' A.s of 2U14, these companies were included in the consolidated financial statements of PEME3C.

~~' As of 2015; these companies were included in the consolidated financial statements of PEMEX.

~~ Formerly Mex Gas International, Ltd.
vi. 

Formerly Pemex Desarrolla e Inversibrt Inmobiliaria, S.A. de C.V.
vii. ~ of 3anuary I, 201b, this company was included in the consolidated financial statements of PEMEX.

NOTE 4. SEGMENT FINANCIAL INFORMATION

PEMEX's primary business is the exploration and production of crude oil and natural gas
and the xefining and marketing of petroleum products, which prior to the Corporate
Reorganization was conducted through six business segments: exploration and production,
refining, gas and basic. petrochemicals, petxoohemucals, the Trading Companies {as defined
below) and Corporate and othex Subsicliaty Companies.. Aftex the Corporate Reorganizaxion
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PEMEX's operations are now conducted through eleven business segments: exploration and
production, refining, gas and basic petrochemicals, petrochemicals, cogeneration, drilling
and services, logistics, ethylene, fertilizers, the Trading Companies and Corporate and other
Subsidiary Companies.

Tn this Note 5, for the three-months period ended March 31, 2016, PEMEX (a) pxesents, for
comparison purposes, its business segments in accordance with the business segments it
utilized before the Cozporate Reorganization in accordaa~ce with IFRS 8, "Operating
Segments" ("IFRS 8") and {b} its business segments in accordance with the manner in which
it now defines its business segments following the Corporate Reorganization.

In each case, due to PEMEX's structure, there are significant quantities of inter-segment
sales among the reporting segments, which are made at internal transfer prices established by
PEMEX reflecting international market prices. The primary sources of revenue for PEMEX's
business segments following the Corporate Reorganization are as described below:

• The exploration and production segment earns revenues from sales of domestzc crude oiI
and natural gas, and from exporting crude oiI through the Trading Companies. Export
sales are made through PMI CIM to approximately 26 major customers in various foreign
markets. Approximately half of PEMEX's crude oil is sold to Pemex Industrial
Transformation to supply the refining segment.

• The refining segment earns revenues from sales of refined petroleum products and
derivatives, mainly to third parties within the domestic market. Pemex Industrial
Transformatzon sells a significant portion of the fuel oil produced to the Comision
FedeNal de Electricidad (Federal Electricity Commission, or "CFE"} and a significant
portion of jet fuel produced to Aeropuertos y Servicios Auxiliares (the Airports and
Auxiliary Services Agency). The refining segment's most important products are
different types of gasoline.

• The gas and basic petrochemicals segment earns revenues primarily from domestic
sources. The gas and basic petrocherimicals segment also consun~zes high levels of its owra
natural gas production. Most revenues generated by the gas and basic petrochemicals
segment axe obtained from the sale of natural gas, liquefied petroleum gas, naphtha,
butane and ethane.

• The petrocheznzcals segment is engaged in the sale of petrochemical products to the
c~omestzc market, offering a wide range of products. The majority of the revenues
generated by the petrochemica.Is segment comes fxonn the production and sale of methane
derivatives, ethane derivatives and aromatics and derivatives.

• The cogeneration segment receives income from the cogeneration, supply and sale of
electricity and thermal energy; zt also provides technical and management activities
associated with these services.
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• The drilling segment receives income from drilling services, and wells repair and
sexvices.

• The logistics segment, operated by Pemex Logistics, earns income from transportation,
storage and related services of crude oil, petroleum products and petrochemicals, through
strategies such as pipelines and maritime and terrestrial resources, and from the provision
of services related to the maintenance and handling of the products and guard and
management services.

The ethylene segment earns revenues from the distribution and trade of methane, ethane
and propylene in the domestzc market.

• The fertilizers segment earns revenues from trading ammonia, fertilizers anal its
derzvatives, mostly in the domestic market.

• The trading companies segment, which consist of PMI NASA, PMI CIM, MGAS and
PMI Trading (the "Trading Companies"), earn revenues from trading crude oil, natural
gas and petroleum and peirochemicai products within international markets.

• The segment related #o Corporate and other Subsidiary Companies provides
administrative, financing, cozasulting and logistical services, as well as economic, tax and
legal advice to PEMEX's entities and companies.
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NOTE 5. CASH, CASH EQUIVALENTS AND RESTRICTED CASH

As of Maxch 31, 2016 and December 31, 2015, cash and cash equivalents were as
follows:

March 31, December 31,
2016 2015

Cash on hand and in banks'~ ......................................................:.. Ps. 7U,8b0,522 Ps. 52,509,683
Marketable securiries .................................................................... 70,153,192 56,859,197

Ps. 14I,Q13,714 Ps. 109,368,880

{i} Cash on hand and in banks is primazily composed of cash in banks.

At March 31, 2016 and December 31, 2015, restricted cash was as follows:

March 31, December 31,
2016 2015

Restricted cash .............................................................................. Ps. 9,411,886 Ps. 9,246,772

Restricted cash as of March 31, 2016 and December 31, 2015 is primarily composed of
the deposit made by Pemex Exploration and Production in the amount of U.S. $465,060 as a
result of an arbitration claim before the International Court of Arbitration of the International
Chamber of Commerce (the "ICA"). At March 31, 2016 and December 31, 2015, this deposit,
including income interest, amounted to Ps. 8,102,1Q2 and Ps. 8,410,298 (see Note 18(b)).
Additionally, restricted cash as of March 31, 2016 primarily increased in the amount of U.S. $
71,861, due to the deposit made by PMI HBV in an account in Banco Santander, S.A. as
additional collateral £or a credit agreement in accordance with the terms of the agreement. The
credit agreement requires that PMI HBV maintain aloan-to-value ratio based on the ratio
between the principal amount of debt and the market value in U.S: dollars of the Repsol S. A.
("Repsol") shares owned by PMI HBV. Accordingly, PMI HBV depasiteci this amount in order
to maintain the loan-to-value ratio required under the credit agreement. As of Maxch 31, 2016
and December 31, 2Q15, this deposit, including income interest, amounted to Ps. 1,309,784 and
Ps.1,236,474 (see Note 9}.

NOTE 6. ACCOUNTS RECEIVABLE, NET

As of March 3 ~; 2016 and December 31, 2015, accounts receivable, net were as follows:

Domestic customers .....................................................................: Ps.
Tax credits ....................................................................:...............
Export customers ...........................................................................
Sundry debtors ..............................................................................
Employees and off`icers .................................................................

March 31, December 31,
2016 2015

32,909,743 Ps. 29,328,750
26,296, 897 I0,7I0,52 I
21,182,955 I 7,131,455
9,561,083 10,837,297
5,541,987 5,523,740
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Advances to suppiiers ................................................................... 4,861,825 5,634,114
Insurance claims ............................................................................ 43,402 43,490

Other accounts receivable .............................................................. 34,565 35,454

Ps. 100,432,457 Ps. 79,245,821

NOTE 7. INVENTORIES, NET

As of March 31, 2016 and December 31, 2015, inventories, net were as follows:

March 31,
2016

Refined and petrochemicals products ......................... Ps. 40,561,906

Crude oil ..................................................................... 11,065,726
Materials and products in stock .................................. 4,657,934

Products in transit ....................................................... 3,653,421
Materials in transit ...................................................... 90,372

Gas and condesate products ....................................: ... 95,919

December 31;
2015

Ps. 23,b73,427
11,4b1,I85
5,145,874
3,262,252
120,75Q
147,440

Ps. 44,736,214 Ps. 43,770,928

NOTE S. HELD-FOR-SALE NON-FINANCIAL ASSETS

In accordance with the Energy Reform Decree, Peixoleos Mexicanos and the Centro
National de. Control de Ga.s Natural (National Center of Natural Gas Control, or CENAGAS)
signed a framework agzeexnent on October 29, 2015 for the transfer to CENAGAS of assets,
currently owned by Pemex Logistics, associated with the Sistema National de Gasoductos
(National Gas Pipeline .System} and the distribution contract for the Naco-Hermosillo pipeline
system valued at approximately Ps. 33,213,762 as of March 31, 2016 and December 31, 2015.

PEMEX wi11 be compensated fox these assets pursuant to tezms set by the Energy Regulatory
Commision.

NOTE 9. AVAILABLE—FOR—SALE FINANCIAL ASSETS

On January i, 2015, PEMEX had a total of 19,557,003 shares of Repsol valued at

Ps. 3,944,696, which represented approximately 1.48% of Repsoi's share capital.

4n June 15, 2015, Repsol declared flexible dividends to its shareholders, of which PMI
HBV received 592,123 new Repsol shaxes in July 2015, valued at Ps. 171,451.

On August 4,.2015, PMI HBV obtained a Ioan for U.S. $250,000, which bears interest. at

a rate of 1.79% and is due in 2018. The loan is collateralized by 20,724,331 Repsol shares which

are presented as nan-current assets.
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On December 16, 2015, Repsol declared flexible dividends to its shareholders, £rom
which PMI HBV received 942,OI5 new Repsol shares as an in-kind dividend in Januaxy 2015.
This amount recognized as an account receivable of Ps.188,490 as of December 31, 2015.

On January 15, 2016 PMI HBV received 942,015 new Repsol shares as in-kind dividend

As of Maxch 31, 201b and December 31, 2015, the investments in 21,666,346 and.
20,724,331 shares of Repsol held by PMI HBV were valued at Ps. 4,224,077 and Ps. 3,944,696,
respectively. The effect of the valua#ion on the investment at fair value was recorded in other
comprehensive results in the statement of changes in equity (deficit) as losses of Ps. {12,073} at
March 31, 2016 and Ps. (3,206,316} at December 31, 2015.

As of March 31, 2016 and December 31, 2015, PEMEX's dixect holdings of Repsol
shares amounted to approximately 1.50% and 1.48%, respectively, of Repsol's total shares.

NOTE 10. PERMANENT INVESTMENTS IN ASSOCIATES

The permanent investments in associates as of March 31, 2016 and December 31, 2015
were as follows:

Deer Park Refining Limited .................................
Gasoductos de Chihuahua, S. de R.L. de C.V. ...
Petroquimica Mexicana de Vinilo, S.A. de C.V. .
Sierrita Gas Pipeline LLC ....................................
Compaifia Mexicans de Eacploraciones, S.A de C.V...
Frontera Brownsville, LLC ..................................
Other—net .............:.............................................

Total

Percentage of
investment

................... 49.99% Ps.

................... (i) 50.00%

................... 44.09%

................... 35.00%

........:.......... (ii) 60.00%

................... 50.00%

................... Various

March 3X, December 31,
2015 2015

10,427,963 Ps. 10,600,545
6,673,037 6,454,806
3,980,321 3,954,251
957,263 983,059
762,320 758,967
409,883 404,129

1,006,517 1,009,842

Ps. 24,217,304 Ps. 24,Ib5,599

(i) On July 31, 2015, PEMEX announced the divestiture of Pemex-Gas and Basic Petrochemicals' S0% ownership interest in the
Gasoductos de Chihuahua S. de R.L. de C.V. joint venture with Infraestructura Energ~tica Nova, S.A.B. de C.V. As of
December 31, 2015, the divestiture is sti[I in process to be completed.

{ii} Compar7fa Mexicans de Exploraciones, S. A. de C. V. is not controlled by PEMEX and is accounted for as a permanent
investment in an associate under the equity method (see Note 3(a)).
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Profit {loss) sharing in associates:

Deer Park Refining Limited ..........................................................
Gasoductos de Chihuahua, S. de R. L. de C. V ............................
Sierrita Gas Pipeline LLC .............................................................
Administracibn Porivarza Integral de Dos Bocas, S.A. de C.V.
CH4 Energia S.A. de C.V ............................................................
Compaf~fa Mexicana de Exploraciones, S. A. de C. V ...:.............
Petroquimica Mexicana de Vinilo, S. A. de C: V ........................
TAG Norte Holding, S. de RL. de C.V .......................................
TAG Pipelines Sur, S. de RL. de C.V. ........................................
Frontera Brownsville, LLC ...........................................................
Texas Frontera, LLC .....................................................................
Other—net .....................................................................................

As of March 3X
2076 2U15
$ 185,920 (228,498)

6,599 244,958
(20,093} 6,478
13,730 88,609
{5,856} 26,224
(3,352) 114,577
5,945 (89,280)
- {108,126)
- ~ (57,33Q}
- {74Q)
- (3,722)

32,158 46,049

Ps. 215,051 Ps. 39,299

Additional information about the significant permanent investments in associates is presented below:

Deer Park Refining Limited. On March 3I, 1993, PMI NASA acquired 50% of the Deer Park Refinery. In
its capacity as General Partner of Deer Park Refining Limited Partnership, Shell is responsible for the
operation and management of the Refinery, the purpose of which is to provide oil refinery services to PMI
NASA and Shell for a processing fee. Shell is responsble for deterinining the crude oil and producrian
materials requirements and both partners are required to provide such crude oil and production materials in
equal amounts; the Refnery returns to PMI NASA and Shell products in equal amounts. This investment
is recorded under the equity method.

Gasoductos de Chihuahua. On Febivary 6, 2011, Pemex Industrial Transformation entered into a joint
venture with Gasoductos Holding, S. de R.L de C.V., to own and operate companies related to gas
transportation and distribution, called Gasoductos de Chihua.I~ua. Decision~making requires the consent of
both partners during a meeting. The participation of each of the parhiers is 50% of the share capital. This
investment is recorded under the equity method.
Compar'~ta Mexicana de F,xploraciones S~. de C. Y., ("COMESA'). COMESA was founded on November
12, 1468 to support PEMEX's exploration programs. The operations of COMESA focus an designing
integral solutions for the energy sector, along the value chain for the exploration and production, refzning,
petrochemicals, power and geothermal sectors and other energy areas all over Mexico, South America and
the United States of America. COMESA'sprincipal activities are: gravimetric, magnetometric and
microseism.ic studies, land seismic data acquisition (2D,3D, 3C), marine seismic data acquisition, seismic
data processing, seismic data interpretation and integration, vertical Seismic Profile (VSP) 2D and 3D,
reservoir characterization and visualization, concepivalization ax►d definition for the e?tploration process.
This investment is recorded under the equity method.

• Petroquimica Mexrcana de [~inilo, 5.~4. de C.Y. On September 13, 2013, PEMEX and Mexichem Founded
Petroquimica Mexicana de. Vinilo, S.A. de C.V. (Mexicana de Vizulo). Mexicana de Vinilo's main
products are: chlorine, caustic soda, ethylene and petrochemical monomers and vinyl chloride. Mexichem
is responsible for operational and financial decisions for Mexicans de ViniIo. This investment is recorded
under the equity method.



PEMEX ConsoBidated

Ticker: PEMEX Quarter: 1 Year: 2016

Disclosure of interim financial reporting

• Frontera Brownsville, LLC. On April 15, 2011, PMI Services Norh America entered into a joint venture,
effective April 1, 2011, with TransMontaigne Operating Company L.P ("TransMontaigne"). Frontera
Brownsville, LLC was incorporated in Delaware, U. S., and has the corporate power to own and operate
certain facilities for the storage and treatment of clean petroleum products. PMI Services North America
acquired a 50% non-operating share in most of the assets in TransMontaigne's Terminal. This investment
is recorded under the equity method.

• Texas Frontera, LLC. On July 27, 2010, PMI Services North America, Inc. entered into a joint venture
with Magellan OLP, L.P. ("Magellan"} to build and own seven refned product storage tanks and certain
related facilities in Galena Park, Texas on an easement granted by Magellan Terminal Holdings, L.P.
("Magellan Holdings")., Texas Frontera, LLC is based in Delaware, U.S. Under the joint venture,
Magellan Holdings will be the responsible for Magellan's operation and will manage the construction of
tanks and related infrastructure assets. This investment is recorded under the equity method.

Additional information on other permanent investments in associates is presented below:

• Sierrita Gas Pipeline LLC. Develops projects related to the transport infrastructure of gas in the U.S.

• Administracidn Portuaria Integral de Dos Bocas, 5.,4. de C. Y. Coordinatees the development and
exploration of water and land in port azeas in Mexico's public domain; operates the use and development of
building sites and the installations built and to be built during the development of such port areas, including
maritime signaling and the construction, maintenance and operation of marine terminals and facilities in the
port area; and provides related port services.

• CH4 Energia, S.A. Engages in the purchase and sale o£ natural gas and in all ac#iviries related to the
marketing of the natural gas, such as transport, distribution and others.

• T~1G Norte Holding S de R L. de C. Y. Holding company of TAG Pipelines Norte, S. de R.L. de C.V.

• TtIG Pipelines Sur, S, de R. L. de C. Y. Coordinates the construction and future operation and maintenance
of the southern portion of the Ramones II project.
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I'EM~3( Cansalodated

Ticker: PEMEX T Quarter: 1 Year: 2016

Disclosure of interim financial reporting

a. The combined depreciation of fixed assets and amortization of wells as of March 31,
2016 and 2015, recognized mainly in operating costs, was Ps. 27,004,731 and
Ps. 36,971,061, respectively, which includes costs related to plugging and abandonment
of wells as of March 31, 2016 and 2015 of Ps. 494,624 and Ps. 254,884, respectively.

b. As of March 31, 2016 and December 31, 2015, provisions relating to future~plugging and.
abandonment costs amounted to Ps. 57,639,482 and Ps. 56,894,695, respectively, and are
presented in the "Provisions for sundry credits" line item.

c. As of December 3X, 2015, PEMEX recognized an impairment of fixed assets of a loss of
Ps. 477,944,688, mainly due to the decrease in cash flows as a "result of the steep decline
in crude oil prices as well as the condition of economic hydrocarbon reserves of Aceite
Terciario deI Golfo, Cantarell, Crudo Ligero Maxino y Buxgos projects.

d. As a result of tYae Energy Reforn~ Decree, the secondary legislation and the corresponding
initial adjudication of rights for the exploration and extraction of oil and solid
hydrocarbons mentioned in transitory article 6 of the Energy Reform Decree, certain
assignments that Pemex Exploration and Production received from the Mexican
government were affected. These investments will be compensated at their fair value
pursuant to the terms determined by Ministry of Energy. As of March 31, 2016; the
aggregate values of the asset blocks that were assigned to Petroleos Me~canos on a
temporary basis amounted Ps. 70,458,905.

NOTE 12.OTHER ASSETS

At March 31, 3016 and December 31, 2015, the balance of other assets was as follows:

Long-term notes receivable ................................................................
Wells unassigned to areserve .............................................................
Payments in advance ..........................................................................
Other....................................................................... . ...........................

NOTE 13. DEBT

Mara► 31, December 31,
201b 2415

Ps. SO,000,000 Ps. 50,000,000.
4,855,812 14,304,961
2,458,535 1,980,260
5,406,023 5,427,400

Ps. 63,625,579 Ps. 71,712,621

The Board of Directors approves the terms and conditions for the incurrence of
obligations that constitute public debt o£ Petroleos Mexicanos for each fiscal year, in accordance
with the Petroleos Mexicanos Law and the Reglamento de la Ley de Petr6leos Mexicanos
(Regulations to the Petr6leos Mexicanos Law). These terms and conditions are promulgated in
conformity with the guidelines approved- by the SHCP for Petroleos Mexicanos fox the respective
fiscal year.



PEMEX Consolidated

Ticker: ̀ PEMEX Quarter: 1 Year: 2016

Disclosure of interim financial reporting

During the period from January 1 to March 31, 2016, PEMEX participated in the
following financing activities

• On January 25, 2QI6, Petr8leos Mexicanos increased its Medium-Term Notes Program
from U.S. $52,000,000 to U.S. $62,OOQ,000 pursuant to authorization by the Board of
Directors of Penoleos Mexicanos on August 18, 2015.

• On January 28, 2016, subsidiaries of Pemex Fertilizers obtained loans for an aggregate
amount of U.S. $635,OQ0 in connection with the acquisition of Grupo Fertinal, S.A.

• On January 29, 2016, Petroleos Mexicanos obtained a loan from a line of credit for Ps.
7,000,000 bearing interest at a floating rate linked to the TIIE plus 0.55%, which matures
on January 27, 2017.

• On February 4, 2016, Petroleos Mexicanos issued U.S. $S,aoa,000 of debt securities
under its Medium-Team Notes Program, Series C, in three tranches: {i) U.S. $750,000 of
its 5.504% Notes due 2Q19; (ii) U.S. $1,250,000 of its 6.375% Notes due 2021; and (iii)
U.S. $3,aoo,000 of its 6.875 %Notes due 202b. All debt securities issued under this
program are guaranteed by Pemex Exploration and Production, Pemex Industrial
Transformation, Pemex Drilling and Services, Pemex Logistics and Pemex Cogeneration
and Services.

On March 15, 2016, Petr6leos Mexicanos issued €2,250,000 of debt securities U.S.
$62,OQ0,000 Medium-Term Notes Program, Series C in two tranches: (i) €1,350,000 of
its 3.750% Notes due 2019 and (ii) €900,000 of its 5.125% Notes due 2023. All debt
securities issued under this program are guaranteed by Pemex Exploration and
Production, Peinex Industrial Transformation, Pemex Drilling and Services, Peme~
Logistics and Pemex Cogeneration and Services.

• On March 17, 2016, Petroleos Mexicanos borrowed Ps. 2,000,000 from a credit Line at a
floating rate linked to TIIE and matures in 2017.

• On March 17, 2016, Petr6leos Mexicanos borrowed Ps. 3,300,000 from a credit line at a
floating rate linked to TIIE and matures in 2Q17.

On March 22, 2016 PEMEX completed its exchange offers, resulting in the following
additional amounts of bonds issued and registered with the SEC:

Pending amount
of the principal

Debt titles Issuer Subsidiary Guarantors (U.S. $)
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Ticker: PEMEX Quar#er: 1 Year: 2016

Disclosure of interim financial reporting

Debt titles Issuer Subsidiary Guarantors
3.500% Notes due 2020 Petroleos Pemex Exploration and

Mexicanos Production, Pemex Industrial
Transformation, Pemex Drilling
and Services, Pemex Logistics and
Pemex Cogeneration and Services

4.250% Notes due 2025 Petroleos Pemex Exploration and
Mexicanos Production, Pemex Industrial

Transformation, Pemex Drilling
and Services, Peme~ Logistics and
Pemex Cogeneration and Services

4:500% Notes due 202b Petroleos Pemex Exploration and
Mexicanos Production, Pemex Industrial

Transformation, Pemex Drilling
and Services, Pemex Logistics and
Pemex Cogeneration and Services

5.500% Bonds due 2044{1~ Petrbleos Pemex Exploration and
Mexicanos Production, Pemex Industrial

Transformation, Pemex Drilling
and Services, Pe~nex Logistics and
Pemex Cogeneration and Services

5.625% Bonds due 2046 Petroleos Pemex Exploration and
Mexicanos Production, Pemex Industrial

Transformation, Pemex Drilling
and Services, Pemex Logistics and
Pemex Cogeneration and Services

(i )The aggregate amount of 5.50% Bonds due 2044 outstanding is U.S. $4,249,855.

Pending amount
of the principal

(U.S. $)
$ 1,454,967

997,333

1,486,725

1,504,855

2,992, 8b 1

• On March 23, 2016, Petroleos Mexicanos issued Ps. 5,000,000 of Certificados Bursatiles
due 2019 at a floating rate linked to TIIE.

• On March 28, 2Q16, Petroleos Me~canos borrowed Ps. 9,700,000 fxonn a credit line at a
floating rate linked to TIIE, which matures in 2017.

As. of March 31, 2016, P~troleos Mexicanos had U.S. $4,500,000 and Ps. 23,500,000 in
available lines of credit in order to ensure liquidity which axe available in U.S. $ 1,500,000 and
Ps. 9,100,000, respectively.

NOTE 14. DERIVATIVE FINANCIAL INSTRUMENTS

(a} Fair value hierarchy
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PEMEX vahies its financial instruments under standard methodologies commonly
applied in the financial markets. PEMEX's related assumptions therefore fall under Level ~ and
Level 2 of the fair value hierarchy for market participant assumptions, as c~escxibed below.

The fair values determined by Level 1 inputs utilize quoted prices i.n active markets for
identical assets or liabilities. Fair values detezxnined by Level 2 inputs are based on quoted prices
for similar assets or liabilities inactive markets, and inputs other than quoted prices that are
observed for assets or liabilities. Level 3 inputs are unobservable inputs for the assets or
liabilities, and include situations where there is little, if any, market activity for the assets or
liabilities.

Management uses appropriate valuation tecl~zxiques based on the available inputs to
measure the fair values of PEMEX's applicable assets and liabilities.

When available, PEMEX measures fair value using Level 1 inputs, because they
` generally provide the most reliable evidence of fair value.

The following tables present information about PEMEX's assets and liabilities measured
at fair value and indicate the fair value hieraxchy of the inputs utilized to determine the fair
values as of March 31, 2016 and December 31, 2Q15:

Total as of
Fair value hierarchy March 31,

Levell Level2 Level3 2016

Financial Assets:

Derivative financial instrumen#s .................. Ps. — Ps. 5,120,33b Ps. — Ps. 5,120,336

Available-for-sate financial assets ................ 4,224,477 — — 4,224,077
Financial Liabilities:
Derivative financial instruments .................. — {20,147,124} — (20,147,124)

Total as of
Fair value hierarchy December 31,

Level1 Leve12 Level3 2015

F►nancial Assets:
Derivative financial instruments .................. Ps. — Ps. 1,601,106 Ps. — Ps. 1,601,106
Available-for-sale fnancial assets .........:...... 3,944,b96 — — 3,944,696
Financial Liabilities:

Derivative financial instruments .................. — (27,300,b87) _ — {27,3Q0,687)

(a) Fair value of Derivative Financiallnstru►nents

PEMEX periodically evaluates its exposure to international hydrocarbon prices, interest
xates and foreign currencies and uses derivative instruments. as a mitigation mechanism when.
potential sources of rr~arket risk are identified.
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FEMEX monitors the fair value of its DFIs portfolio on a periodic basis. The fair value.
represents the price at which one party would assume the rights and obligations of the other, and
is calculated for DFIs through models commonly used in the international financial markets,
based on inputs obtained from major market information systems and price providers.

PEMEX's DFIs portfolio is composed primarily of swaps, the prices of which are
estimated by discounting flaws using the appropriate factors, and contains no exotic instruments
that require numerical approximations for their valuation.

PEMEX values its DFIs under standazd methodologies commonly applied in the f nancial
markets. PEMEX does not have an independent third party to value its DFIs. Nonetheless,
PEMEX calculates the fair value of its DFIs though the tools developed by its market
information providers such as Bloomberg. PEMEX has no policies to designate a calculation ox
valuation agent.

PEMEX's related assurriptions therefore fall under Leve12 of the fair value hierarchy for
market participant assumptions.

(b) Accounting treatment and DFIs' impact in the financial statements

PEMEX enters into derivatives transactions with the sole puzpose of hedging financial
risks related to its operations, firm commitments, planned transactions and assets and liabilities
recorded on its statement of financial position. Nonetheless, some of these firansactions do not
qualify for hedge accounting treatment because they do not meet the requirements of IAS 39,
"Financial Instruments Recognution and Measurement" ("IAS 39") for designation as hedges.
They are therefore recorded in the financial statements as non-hedge instruments or as
instruments entered into for txading purposes, despite the fact that their cash flows are offset by
the cash flows of the positions to which they relate. As a result, the changes in their fair value are
recognized in the "Derivative financial instruments (cost) income, net" line item in the
consolidated statement of comprehensive income.

All of PEMEX's DFIs axe treated, for accounting purposes, as instruments entered into
for trading purposes, therefore any change in their fair value, caused by any act or event, impacts
directly in the "Derivative financial instruments (cosh) income—net" line item.

As of Maxch 31, 2016 and December 31, 2015, the net £air value of PEMEX's DFIs,
current DPIs and unrealized positions, was Ps. (15,026,788) and Ps: (25,699,581), respectively.
As of March 31, 2016 and December 31, 2015, PEMEX did not have any DFis designated as
hedges.

F'or the periods ended March 31, 2016 and 2015, PEMEX recognized a net gain (loss) of
Ps. 8,944,084 and Ps. (16,185,405), respectively, in the "Derivative financial instruments. (cost}
income, net" Tine item with respect to DFIs treated as instnzments entered into for trading
purposes.
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In accordance with established policies, PEMEX has analyzed the different contracts it.
has entered into and has determined that according to the terms thereof, none meet the crzteria
necessary to be classified as embedded derivatives. Accordingly, as of March 31, 2016 and
December 31, 2015, PEMEX did not recognize any embedded derivatives (foreign currency or
index).

NOTE 1S. PROVISIONS FOR SUNDRY CREDITORS

At March 31, 2016 and December 31, 2015, the provisions for sundry creditors is as
follows:

March 31, December 31,
2016 2015

Provision for plugging of wells ..............:...............
Provision for litigation and claims in process..........

Provision for environmental costs ...........................

....................... Ps. 57,639,482

.........:............. 12,877,879

....................... 6,43 7,725

Ps. 76,955,086

Ps. 56,844,695
12,775,263
3,521,838

NOTE 16. CONTINGENCIES

Ps. 73,191,796

In the ordinary course of business, PEMEX is named in 'a number of lawsuits of various
types: PEMEX evaluates the merit of each clairza azxd assesses the likely outcome. PEMEX has
not recorded provisions related to ongoing legal proceedings due to the fact that an unfavorable
resolution is not expected in such proceedings ax~.d described in further detail in this Nate.

a. PEMEX is subject to the provisions of the Ley General del Equilib~io Ecoldgica y la
Pf~oteccidn al Ambiente (General Law on Ecological Equilibrium and Environmental
Protection}. To comply with this law, environmental audits of PEMEX's larger
operating, storage and transportation facilities have been or are being conducted.
Following the completion of such audits, PEMEX has signed various agreements with the
P~,ocuradu~ia Federal de Protection al Ambiente {Federal Attorney of Environmental
Protection) to implement environmental remediation and improve environmental plans.
Such plans contemplate remediation for environmental damages, as well as related
investments for the improvement of equipment, maintenance, labor and materials, As of
March 31, 2Q16 and December 31, 2Qi5, the reserve for environmental remediation
expenses totaled Ps. 6,437,725 arzd Ps. 3,521,838, respectively. This reserve ~s included
as part of the reserve for sundry creditors az~.d others as a long-term liability in the
statement of financial position.

b. PEMEX is involved in various civil, tax, criminal, administrative, labor and commercial
.lawsuits and arbitration proceedings. The results of these proceedings are uncertain as of
the date of these unaudited condensed consolidated interim financial statements. As of
March 31, 2016 and December 31, 2015, PEMEX had accrued a reserve of
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Ps. 12,87'7,879 -and Ps. 12,775,263, respectively, for these contingent liabilities. The
current status of the principal lawsuits in which PEMEX is involved is as follows:

In December 2004, Corporacibn Mexicana de Mantenimiento Integral, S. de R. L. de
C. V. {"COMMISA") filed an arbitration claim (No. 13613ICC0/JRF) before the
International Court of Arbitration of the International Chamber of Commerce against
Pemex-Exploration and Productzon for, among othex things, the breach of a
construction agreement in connection with two platforms in the Cantarell project
(Project No. IPCOI). On December 16, 2009, the International Court of Arbitration
issued an arbitration award requiring Penaex-Exploration and Production to pay
U.S. $293,646 and Ps. 34,459, plus interest. On September 25, 2013, the U.S.
District Court for the Southern District of New York issued a final judgment
confirming the arbitration award. Pemex-Exploration and Production was ordered to
pay COMMISA U.S. $465,060, which included Pemex-Exploration and Production's
U.S. $106,828 guarantee. Each party is to pay its value added tomes and interest
relating to the award. In November 2013, Pemex-Exploration and Production
deposited this amount in a bank account in New York as a condition to fling its
appeal with the U.S. Second Circuit Court of Appeals, which it did on January 28,
2014. On November 20, 2014, a hearing was held. On February 6, 2015, the U.S.
Department of Justice filed an amicus curiae brief before the U.S. Second Circuit
Court Qf Appeals to present the views of the U.S. Government with respect to the
case, which were favorable to Pernex-Exploration and Production's position. As of
the date of these financial statements, a final resolution is still pending. On January
22, 2013 COMMISA requested from the authorities in Luxembourg an execution of
the arbitration award and an attachment of assets of Pemex-Exploration and
Production and Petrbleos Mexicanos located in several financial institutions. On
November 15, 2013, Pemex-Exploration and Production filed a motion against the
execution of the arbitration award before the Supreme Court of Justice of
Lw~embourg. On January I5, 2014 COMMISA also filed a motion before this
Supreme Court. On March 25, 2014 Pernex-Exploxation and Production filed its
pleadings. In connection with the attachment of assets, COMMISA filed a motion
before the 'Court of Appeals of Luxembourg seeking that the Court recognizes the
arbitration award without considering that it was declared null and void by the
Mexicaxz courts A hearing is expected to beheld on May 2, 2016.

In February 2010, the Servicio de Administracidn Tributaria (the Tax Management
Service} notified Pernex-Exploration axzd Production of the results of its review of
Pemex-Exploration anal Production's financial statements for the fiscal year ended
December 31, 2006 with respect to federal taxes; the value added tax and the
Ordinary Duty on Hydrocarbons payable by it. On September 20, 2010, the Ta.x
Management Service determined that Pemex-Exploration and Production owed
additional taxes totaling Ps. 4,575,208 {of which Pemex-Exploration aiad Production
was notified on September 22, 2010). On November 30, 201 Q, Pemex-Exploration
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and Production f ted an administrative claim before the Tercera Sala Regional
Metropolitana {Third Regional Metropolitan Court) of the Tribunal Federal de
Justicia Fiscal y Administrativa {Ta~c and Administrative Federal Court) challenging
the assessment. On November 20, 2013, the Primes Seccidn de la Sala Superior
{First Section of the Superior Court) of the Tax and. Administrative Federal Court
requested. the docuax~entation related to this trial (file No.
28733/I017037/1838/13510504}: The First Section of the Superior Court ozdered the
file to be sent back to the Third Regional Metropolitan Court to correct any
procedural errors in order to issue a final judgment, which was sent back to the Fast
Section of the Superior Court when the procedural errors were corrected. On March
31, 201b, this matter was discussed and as of the date of these consolidated financial
statements a frnal judgment is still pending.

4n September 19, 2014, the Tai Management Service notified Petroleos Mexicanos
(motion No. 900-07-2014-52233 dated September 8, 2014) that it had determined that
Petr6leos Mexicanos owed Ps. 3,581,878 for allegedly failing to propexly withhold
income taxes on interest payments to foreign residents during 2008, which were
based on a 4.9% rate instead of a 28% .rate. On November 3, 2014, Petroleos
Mexicanos fled a motion to revoke the Tax Management Service's assessment,
which was granted. The Tax Management Service issued a new resolution stating it
had determined that Petroleos Mexicanos owed Ps. 23,261. Petroleos Mexicanos
filed an administrative claim which was admitted- on March 8, 2016 and the procedure
suspended, giving time to the Tax Management Service to response to this claim.

On June 11, 2015, the Segunda Sala Regional del Noreste (Second Regional
Northeast Court) notified Pemex-Refining of an administrative claim (file no.
2383/15-06-02-4) filed by Severn Granados Mendoza, Luciano Machorro Olvera and
Hilario Martinez Cerda, as President, Secretary and Txeasurer of the Ejido Tepehuaje
seeking Ps. 2,094,232 in damages due to hydrocarbons' spill in their land. Pemex-
Refining filed a response to this claim that among other tk~ings, argued that the
Second Regional Court lacked jurisdiction. The .Second Regional Court agreed with
Pemex-Refiningand the claim was sent to the Specialized Court related to
Environmental matters. {file No. 3568/15-EAR.-01-11}, which did not admit it. The
claim was sent to the First Section of the Superior Court, and as of the date of these
financial statements the claim is sti11 under review by the Court.

In Rebruary 2010, the Tax Management Service notified Pernex-Refining of the
results of its review of Pemex-Refining's financial statements for the fiscal year
ended December 31, 2006 with respect to federal contributions, the value added tax
and the Hydrocarbons Income Tax. On September 20, 2010, the Tax Management
Service notified Pezxzex-Refining that it owed approximately Ps. 1,553,372 (including
penalties acid interest). On November 30, 2010, Pemex-Refining filed an
administrative. claim before the Third Regional Metropolitan Court of the Tax and
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Administrative Federal Court challenging the assessment. On November 2Q, 20I3,
the Sala Superior (Superior Court) of the Tax and Administrative Federal Court
attracted the documentation related to this trial (file No.
28733/1017037/1838/13510504). The First Section of the Superior Court ordered the
file to be sent back to the Third Regional Metropolitan Court to correct any
procedural errors in order to issue a final judgment, which was sent back to the First
Section of the Superiox Court when the procedural errors were corrected. On March
31, 2016, this matter was discussed and as of the date of these consolidated- financial
statements a final judgment is still pending.

On April 14, 2010,_ Petroleos Mexicanos and Pemex-Gas and Basic Petrochemicals
were surrunoned before the Juzgado Septimo de Distrito (Seventh District Court) in
Reynosa, Tamaulipas, in connection with a civil claim filed by Irma Ayala Tijerina de
Banoso, et al., seeking approximately Ps. 1,49Q,873 in damages for the alleged
contamination of land adjacent to water treatment. A final judgment was issued in
favor of Pemex-Gas and Basic Petrochemicals and required that each party cover its
respective legal expenses, which the parties subsequently appealed. The plaintiffs
filed an appeal against this resolution. Pemex-Gas and Basic Petrochemicals aJ.so filed
an appeal requesting that the expenses related to these proceedings be paid by the
plaintiff. As of the date of these consolidated financial statements, a final resolution
is still pending.

In February 2011, EMS Energy Services de Mexico, S. de R.L. de C.V. and Energy
Maintenance Services Group I. LLC filed a claim against Pemex-Exploration and
Production before the Juzgado Tercero de Distrito (Third District Court) in
Villahermosa, Tabasco (No. 227/2010). The plaintiffs are seeking, among other
things, damages totaling U.S. $193,713 related to the termination of a public works
contract avid nonpayment by Pemex-Exploration and Production under the contract.
On December 31, 2014, a final judgment was issued in favor of Pemex-Exploration
and Production. The plaintiff subsequently filed an appeal, which was denied on
May 11, 2015. On June 3, 2015, the plaintifF filed an amparo (02/2015) against this
resolution, which as of the date of these consolidated financial statements is still
pending. In a concurrent administrative proceeding, Pemex-Exploration and
Production was summoned before the Septima Sala Regionat Metropolitana (Seventh'
Regional Metropolitan Court) of the Tax and Administrative Federal Court an April
4, 2011 in connection with an. administrative claim {No. 4957/1117071) filed by the
plaintiffs seeking that Pemex-Exploration and Pxoduction's termination of the public
works contract be declaxed null and void. On November 4, 2014, the Seventh
Regional Metropolitan Court ordered the Second Section of the Superior Court (file
No: 4957/11-17-07-1/1827/14-52-08-4} to issue a final judgment. As of the date of
these financial statements, a f nil resolution is still pending.
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On July 10, 2015, the Local Treasury of Minatitlan, Veracruz determined that Pemex-
Refining owed Ps. 2,531,044 for praperEy taxes from 2010 to 2015 related to the
"General Lazaro Cardenas" refinery. Pemex-Refining filed an ampat~o against this
determination (no. 863/2015-V) before the .Iuzgado Decimo de Distrito (Tenth
District Court} in Veracruz, which was granted. A hearing which was expected to be
held on February 2016 was suspended and a new date has not been notified. Pexnex-
Refining also filed an administrative claim against this determinafiion, which was
admitted by the Court on August 6, 2U 1 S and the trial was suspended. "I'he defendant
filed a motion seeking to dismiss the administrative claim due to the amparo filed by
Pemex-Refining. On September 9, 2015, the Court informed that this motion will be
analyzed when a judgment is to be issued. The defendant filed a review motion
against this resolution, which was denied on October 1, 2015 and the defendant ~vvas
notif ed about this. refusal on March 16, 201 b.. As of the date of these consolidated
financial statements, a final resolution is still pending.

On July 8, 2011, Pemex-Exploration and Production was summoned in connection
with an administrative claim {No. 4334/1111026} filed by Compania Petrolera La
Norma, S.A., against the Director General of Petroleos Mexrcanos and the Director
General of Pemex-Exploration and Production before the Segundo Sala Regional
Hidalgo-Mexico (Hidalgo-Mexico Second Regional Court) of the Tax and
Administrative Federal Court in T1alnepantla, State of Mexico. The plaintiff is
seeking compensation in connection with the cancellation of its alleged petroleum
rights concessions and damages for up to Ps. 1,552,730. On March 4, 2013, the Court
permitted an amendment to the claim. In addition, on Apri19, 2013 a new claim was
filed before the same Court (438/1211023) and the defendants requested that it be
joined with the previous. claim, which was granted on May 2, 2013. On August 20,
2014, these proceedings were sent to the Segundo Seccidn de la Sala S2f~72YZ0Y
(Second Section of the Superior Court) of the T~ and Administrative Federal Court
(4334/11-11-02-6/1337/14-52-07-04, which will issue a final judgment. On
Octobex 29, 2014, these proceedings were returned to the Second Regional Court to
correct a procedural error. The trial was suspended due to an arnparo filed by Pemex~
Exploration and Production, which was granted. The procedural error was corrected
and a new filing was made, which will be sent to the Superior Court for its resolution.
As of the date of these consolidated financial statements, a final judgment is still
pending.

• In connection with the arbitration proceeding filed by Conproca, S.A. de C.V.
("Canproca") on September 2001 before the International Court of Arbitration against
Petr6leos Mexicanos and Pemex Refining, with the prior authorization from their
respective boards of directors, on June 2015 Petroleos Mexicazlos and Conproca
signed a settlement agreement with Conproca, with the participation of its
shareholders SK Engineering and Construction Co. Ltd. anal Siemens A.G., in order
to resolve all disputes that arose from the reconfiguration of the refinery located in
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Cadereyta Nuevo Leon, including the arbitration and the judicial proceedings derived
therefrom. During the third quarter of 2015 all necessary actions were implemented
for the due performance of the settlement agreement, therefore as of the date of these
financial statements this matter is concluded.

The results of these proceedings are uncertain until their final resolutions are issued by
the appropriate authorities. PEMEX has recorded liabilities for loss contingencies when it is
probable that a liability has been incurred and the amount thereof can be reasonably estimated.
When a reasonable estimation could not be made, qualitative disclosure was provided in the
notes to these unaudited condensed consolidated interim financial statements.

PEMEX does not disclose amounts accrued for each individual claim because such
disclosure could adversely affect PEMEX's legal strategy, as well as the outcome o£ the related
litigation.

NOTE 17. SUBSEQUENT EVENTS

During the period from April I to April 27, 2016, PEMEX participated in the following
financing activities:

• 4n April 19; 2016, Petroleos Mexicanos borrowed €500,000 from a credit line at
fixed rate of 5.11 %, which matures in 2023.

On May April 27, 2016, the Mexican peso-U.S. dollar exchange rate was Ps. 17.5866 per
U.S. dollar, which represents a 1.06% depreciation of the value of the peso in U.S. dollar terms
as compared to the exchange rate as of Maxch 31, 2016, which was Ps. 15.1542 per U.S. dollar.

On Apri127, 2016, the weighted average price of the crude oil exported by PEMEX was
U.S. $3633 per barrel. This represents a price increase of approximately 18.14% as compared to
the average price as of March 31, 2016, which was U.S. $45.15 per barrel.

As of March 31, 2016, PEMEX has valued and recorded the 21,666,346 Repsol shares
acquired through PMI HBV as an available-for-sale financial asset. The market value of Repsol
shares has increased approximately 17.54%, frorx~ E17.34 pex share as of March 31, 2015 to
€11.66 per share as of April 27, 2016.

On April 20, 2016, an explosion occurred in the "Planta de Clorados 3" (Chlorinated
Plant 3) of the Petroquimica Mexicana de Virulo, a company operated by Mexichem. PEMEX
has a minority stake in Petroquimica Mexicana de Vinilo, which is recognized under the equity
method (see Note 11}. investigations were initiated to determine the causes of this accident and
any possible contingencies. As of the date of these unaudited condensed consolidated interim
financial statements, PEMEX cannot estimate the impact of the accident blast on its investment
in Fetroquimica Mexicana de Vinilo.
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On April 21,~ 2016,. the Mexican Government made an equity contribution to Petroleos
Mexicanos in the amount of Ps. 26,SOO,QOa following the guidelines established in the Federal
Budget and Fiscal Responsibzlzty. This contribution was recognized as an increase in Certificates
of Contribution "A."
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FORWARD-LOOKING STATEMENTS

This report contains words, such as "believe," "expect," "anticipate" and similar expressions that identify
forward-looking statements, which reflect our views about future events and financial performance. We have
made forward-looking statements that address, among other things, our:

• exploration and production activities, including drilling;

• activities relating to import, export, refining, petrochemicals and transportation, storage and distribution
of petroleum, natural gas and oil products;

• activities relating to our lines of business, including the generation of electricity;

• projected and targeted capital expenditures and other costs, commitments and revenues;

• liquidity and sources of funding, including our ability to continue operating as a going concern;

• strategic alliances with other companies; and

• the monetization of certain of our assets.

• Actual results could differ materially from those projected in such forward looking statements as a
result of various factors that may be beyond our control. These factors include, but are not limited to:

• changes in international crude oil and natural gas prices;

• effects on us from competition, including on our ability to hire and retain skilled personnel;

• limitations on our access to sources of financing on competitive terms;

• our ability to find, acquire or gain access to additional reserves and to develop the reserves that we
obtain successfully;

• uncertainties inherent in making estimates of oil and gas reserves, including recently discovered oil and
gas reserves;

• technical difficulties;

• significant developments in the global economy;

• significant economic or political developments in Mexico;

• developments affecting the energy sector; and

• changes in our legal regime or regulatory environment, including tax and environmental regulations.

Accordingly, you should not place undue reliance on these forward-looking statements. In any event, these
statements speak only as of their dates, and we undertake no obligation to update or revise any of them, whether as a
result of new information, future events or otherwise.


