January 2014

U.S. Embassy—Mexico City
Oil and Gas Factsheet

R Mexico is one of the top ten largest oil producers

e, Mexico is a major non-OPEC oil producer - jyy the world, but its position as a net oil exporter to
(9" in the world) and among the largest sources

of U.S. oil imports (3%). In2012, the United e United States has declined in recent years.

States imported 975,000 bbl/d of crude oil from o . ) .
Mexico, behind Canada and Saudi Arabia. Mexico is an important partner in the U.S. energy Top Ten Oil Producers,
trade. The energy relationship between Mexico and 2012

The United States is Mexico’s #1 supplier  the United States is key for both countries’ SR A 172
of gasoline and natural gas. economies. Mexico is the United States’ third- United States 11,120
e Mexico’s Congress has approved an largest oil supplier ar}d Mexi'co is a net impor.ter of  Russia 10,397
energy reform that ends the monopoly of natural gas, mostly via pipelines frorf)l the Unlted China 4,416
Petroleos Mexicanos (Pemex), the state-owned ~ States. Mexico also imports over 40% of its Canada 3,869
oil and gas company, and allows private gasoline from the United States.
; s Iran 3,538
companies to explore and drill oil and natural .
gas. Mexico is a large but declining net crude exporter United Arab 3,213
: and is a net importer of refined petroleum products. ~ Emirates
e With the recently approved energy reform,  p.;, .« cites 13.9 billion barrels of proven oil Iraq 2,987
Plelrgex, Whlcﬁ l:ly lawélas bee? responmb;e for reserves, while the Oil & Gas Journal notes Mexico =~ Mexico 2,936
et D had 10.3 billion barrels of proven oil reserves at the  Kuwait 2,797
production, will be restructured in order to end of 2012
compete and partner with private companies. ' Source: EIA
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Congress approves Energy Reform

e The energy reform includes the modernization of Pemex through restructuring and more autonomy.

e Mexico will maintain ownership of all hydrocarbons, but several new types of contracts are introduced to
create flexibility that will allow private sector participation.
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Mexican oil produqtlon has fallen by about 24% s1.nce Mexico's oil production and consumption, 2000-2011
2004 due to under-investment and natural production thousand barrels per day

declines from offshore fields (EIA). Earnings from the 4,600

4,000

oil industry (including taxes and direct payments from 2500 production
Pemex) accounted for 34% of total government 3000 /k

revenues in 2012. Declines in oil production have a 2,500 1 net exports
direct impact upon the country's economic output and 2000 —————
the government's fiscal health, particularly as refined 1,500 -

product consumption and import needs grow. In 1.000

response to this situation, Congress passed a 50

constitutional reform, which aims to increase B ’ 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
production by allowing private businesses to drill for €@ Source: U.S. Energy Information Admiisiration, Intemationsl Energy Statistics

oil and natural gas in partnership with the parastatal
company, Pemex, or on their own.


http://www.ri.pemex.com/files/content/Reservas%20al%201%20de%20enero%202013_1304151.pdf
http://www.eia.gov/cfapps/ipdbproject/IEDIndex3.cfm?tid=5&pid=57&aid=6
http://sie.energia.gob.mx/
http://www.eia.gov/cfapps/ipdbproject/iedindex3.cfm?tid=5&pid=53&aid=1&cid=regions&syid=2002&eyid=2012&unit=TBPD
http://www.eia.gov
http://www.eia.gov/dnav/pet/pet_move_impcus_a2_nus_epc0_im0_mbbl_a.htm
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Mexico's dry natural gas production and consumption, 2000-2011

Mexico is a net importer of natural gas, biancubic o

mostly via pipelines from the U.S., and its -
natural gas demand is rising due to greater m _——
use of the fuel for power generation. - —’/\/\——/\
According to the Oil and Gas Journal, Mexico had 17.2 -
a»

trillion cubic feet (Tcf) of proven natural gas reserves as of
the end of 2012. The southern region of the country 0
contains the largest share of proven reserves. However, the
northern region will likely be the center of future reserves
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growth, as it contains almost ten times as much probable .
. . 1 Petrochemical Complex
and possible natural gas reserves as the southern region. . . © Gas Processing Complex
@ Point of Sale

Challenges:

e Most of Mexico's electricity generation comes from
conventional thermal plants, the fuel source for which is
increasingly natural gas;

e Limited gas pipelines, though Mexico is building two major
cross-border pipelines and increasing compression to increase
natural gas imports by about 3 billion cubic feet by 2016;

e The current focus is to produce more oil than natural gas due
to low natural gas prices.

Mexico has one of the world's largest shale
gas resource basins, which could support

increased levels of natural gas reserves and : ‘
production. . W TN

Bacin s

According to an initial EIA assessment of world shale gas

resources, Mexico has an estimated 545 Tcf of technically

recoverable shale gas resources— the sixth largest of any

country examined in the study (see chart, EIA).

Recent events:

e SENER invested over USD240 million to determine potential
shale gas reserves.

e With the implementation of the energy reform, new acreage
will be identified and put up for bid by SENER and CNH for
private participation. This will presumably include

o o 9 Legend 1"-\.__ )
development of shale gas and non-associated liquids, such as . ce e
shale oil. However, it remains to be seen if the contracts offered - cvmene ver -
will be competitive enough to lure in private investment. —bteshinesdO =

Trans-boundary Agreement on Hydrocarbons in the Gulf of
Mexico

The Agreement recently received U.S. Congressional approval. Implementation of the
Agreement will enhance the bilateral relationship by enabling joint exploration of the boundary
area and facilitating commercial cooperation between U.S. companies and Pemex. It will also
strengthen collaboration between our environment and safety regulatory bodies.

PEMEX the great
potential that lies on conventionall
hydrocarbon reserves



http://www.eia.gov/analysis/studies/worldshalegas/pdf/fullreport.pdf
http://www.eia.gov/analysis/studies/worldshalegas/pdf/fullreport.pdf
http://www.eia.gov/analysis/studies/worldshalegas/

