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FINAL TERMSNO. 8
(To Offering Circular dated October 11, 2007)

% Pemex Project Funding Master Trust

Unconditionally Guaranteed by

PEiﬂEX Petroleos Mexicanos
U.S. $1,000,000,000 5.75% Notes due 2018

U.S. $500,000,000 6.625% Bonds due 2038
Issued Under U.S. $40,000,000,000 Medium-Term Notes Program, Series A

The payment of principal of and interest on the 5.75% Notes due 2018 (the “2018 Notes’) and the 6.625% Bonds due 2038 (the “2038
Bonds,” and, together with the 2018 Notes, the “Securities”) will be unconditionally and irrevocably guaranteed by Petréleos Mexicanos (the
“Guarantor”), a decentralized public entity of the Federa Government (the “Mexican Government”) of the United Mexican States
(“Mexico”). Petréleos Mexicanos obligations as Guarantor will be unconditionally and irrevocably guaranteed jointly and severally by
Pemex-Exploracion y Produccion, Pemex-Refinacion and Pemex-Gas'y Petroquimica Bésica (together, the “ Subsidiary Guarantors'), each of
which is a decentralized public entity of the Mexican Government. Neither the Securities nor the obligations of the Guarantor or Subsidiary
Guarantors constitute obligations of, or are guaranteed by, Mexico.

Pemex Project Funding Master Trust (the “Issuer” or the “Master Trust”) will pay interest on the 2018 Notes on March 1 and September
1 of each year, commencing on September 1, 2008, and will pay interest on the 2038 Bonds on June 15 and December 15 of each year,
commencing on December 15, 2008. Unless previously redeemed or purchased and cancelled, the 2018 Notes will mature at their principa
amount on March 1, 2018 and the 2038 Bonds will mature at their principal amount on June 15, 2038. The Securities are subject to
redemption in whole, at par, at the option of the Issuer, at any time, in the event of certain changes affecting Mexican taxes as described under
“Description of the Notes—Redemption—Tax Redemption” in the Offering Circular. In addition, the Issuer may redeem any of the Securities
in whole or in part, at any time, by paying the principal amount of the applicable Securities plus a “make-whole” amount plus, in each case,
accrued interest. See “Description of Securities—Redemption at the option of the Issuer (other than tax redemption)” in this Final Terms.
The Issuer will apply to list the Securities on the Luxembourg Stock Exchange and to have the Securities trade on the Euro MTF, the
alternative market of the Luxembourg Stock Exchange.

The Securities will contain provisions regarding acceleration and future modifications to their terms that differ from those applicable to
certain of the Issuer's and the Guarantor’s other outstanding public external indebtedness issued prior to October 2004. Under these
provisions, which are commonly referred to as “collective action clauses’ and are described under “Description of Notes—Modification and
Waiver” in the Offering Circular, in certain circumstances, the Issuer and the Guarantor may amend the payment and certain other provisions
of the Securities with the consent of the holders of 75% of the aggregate principal amount of the Securities.

The portion of the 2018 Notes that is offered and sold in compliance with Rule 144A will be consolidated to form a single series with,
and be fully fungible with, the Issuer’s outstanding 5.75% Notes due 2018 originally issued on October 22, 2007 as of the Issue Date and the
portion of the 2018 Notes that is offered and sold outside the United States in accordance with Regulation S under the Securities Act will be
consolidated to form a single series with, and be fully fungible with, the Issuer’s outstanding 5.75% Notes due 2018 originally issued on
October 22, 2007 as of the Consolidation Date.

The Issuer and the Guarantor have agreed to file an exchange offer registration statement or, under specified circumstances, a shelf
registration statement, pursuant to an exchange and registration rights agreement. If the Issuer and the Guarantor fail to comply with specified
obligations under the exchange and registration rights agreement, the Issuer will pay additional interest to the holders of the Securities.

Investing in the Securitiesinvolvesrisks. See“Risk Factors’ beginning on page 13 of the Offering Circular.

The Securities have not been registered under the Securities Act of 1933, as amended (the “ Securities Act”), or any state
securities laws and are being offered and sold only (a) to “Qualified Institutional Buyers' (as defined in Rule 144A under the
Securities Act) in compliance with Rule 144A and (b) outside the United States in accordance with Regulation S (“Regulation S”)
under the Securities Act. For a description of certain restrictions on resale and transfer of the Securities, see “Plan of Digribution”
in thisFinal Termsand “Noticeto Investors’ and “ Offering and Sale” in the Offering Circular.

The information contained herein or in the Offering Circular is the exclusive responsibility of the Issuer, the Guarantor and the
Subsidiary Guarantors (and not the Managing Trustee of the Issuer) and has not been reviewed or authorized by the Comisién
Nacional Bancaria y de Valores (the National Banking and Securities Commission or “CNBV”) of Mexico. The characteristics of the
offering will be notified to the CNBV solely for informative purposes and do not imply any certification asto the investment quality of
the Securities, or the solvency of the Issuer, the Guarantor or the Subsidiary Guarantors. The Securities may not be offered or sold
in Mexico except through a private offering in accordance with article 8 (or any successor provision) of the Mexican Securities
Market Law.

Issue Price of the 2018 Notes: 99.835% .
Issue Price of the 2038 Bonds: 99.699% plus any accrued interest from and including June 4, 2008, the expected delivery date.

(1) Plus accrued interest totaling US$14,854,166.67 or US$14.85 per $1,000 principal amount of 2018 Notes for the period from and including March 1, 2008
to, but excluding, June 4, 2008, plus any additional accrued interest from and including June 4, 2008, the expected delivery date.

The Managers expect to deliver the Securities on or about June 4, 2008.

Joint Lead Managers and Joint Bookrunners

HSBC JP Morgan Lehman Brothers
May 28, 2008
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Y ou should rely only on the information contained in thisFinal Terms and the Offering Circular.
None of the I ssuer, the Guarantor or the Subsidiary Guarantors have authorized anyone to provide you with
different information. None of the I ssuer, the Guarantor, the Subsidiary Guarantorsor the Managers (as
defined below) are making an offer of these Securitiesin any state where the offer isnot permitted. You
should not assume that the information contained in this Final Termsand the Offering Circular isaccurate
asof any date other than the date on the front of this Final Termsand the Offering Circular.

TABLE OF CONTENTS

Final TermsNo. 8 Page
DESCIILION OF SECUITIES ...ttt ettt et s b et ae e e e e e bese e s b e s aeeheeae e e eneeseeebesbesbesbeeneenseneabeseesrens S3
Exchange Offers; ReQIStration RIGNES ......c..ciiiiiiie e e e e sttt st a e e saeste s aesresbeennenaeseenseseesrens S9
RS w = B L= Y= o o) 1= 01 C S S11
PLaN Of DISITTOULTON ..ottt bbbt b e et bt nb ettt e b S45
NOLtiCe t0 CaNaian RESIHENES......c..cueieiieiiriree ettt et b et b et b ettt e b st et sbe e S49
GENErAl INFOMMELION ......ocueiitiecteeceee ettt ettt e et e et e et e et besaeesheesbeesbeeasesaeesaeesaeenbeenbeenbesatesseesbaesbeesbennsennnas S50
PEMEX Consolidated Financial Statements as of December 31, 2007 and December 31, 2006 and for the three years
ended DECEMIET 31, 2007 ......ccevuerirerieieierietesteseetesteseesesaeeetesteseeseseeseasessaseasessaseasesaeseateseeseatesensessesensesteseesessesensessenens F-1
PEMEX Unaudited Condensed Consolidated Financial Statements as of March 31, 2008 and December 31, 2007 and
for the three-month periods ended March 31, 2008 and March 31, 2007 ..........cccoueceeieriereriesesese e ees e see e seesnens F-55

Offering Circular
AVEIHADIE TNFOMMBLION. ...ttt ettt s b et st bt s b e s et e st e st e bt et e seebesbeseebenbeneebenbeneas 5
Documents INcorporated DY REFEIENCE.........ooiiiiie bbbt 5
Lol Lo (o T V7= (o = TSROSO 6
O N4 o o == 01 o] o [ USRI 7
Presentation of FinanCial INFOIMELION .........oouiiiiieeee bttt e e bbb st se et e b e e 7
FOrward-LOOKING SLAEEMENES .....cceiiiieiieieitestese st e st etee e e ste e stestesresresse e e esaessebeseeebesteeseeseessentessestessesaeeseessenseseenseneenns 8
SUMMANY Of thE OFfEITNG....ecue et te e e et e st e s be s tesreeteeaeeseeseesteseesaeeseeneeseesseteseesnens 9
s N = (TSRS 13
USE OF PIOCEEOS ...ttt ettt sttt skt b et s b e e st b e e e s b e £ e Rt e b e e e R e bt s A e n e e bt s e e n e e beseen e ebenbensebenbensenenean 20
SElECLEA FINANCIAI DA .....cveecveeiiciecie ettt ettt et e e e s beesbeesbeesbeeabeeaaesaeesaeesbe e beenbeenbeestesaeesaeesaeesreesseennes 21
Pemex Project FUNCING IMASEEN TTUSL .......ccoiiiiiieiesiere ettt sttt sttt et b e et b e et bese bt sb e seebe s b e snenenbeneas 24
ST oo = g A U= = 0] = USRI 26
(DS o T o iTe] g e i NN (o] =TSR 28
Limitations 0N [SSUBNCE Of BEAIEr INOLES........c.ccirieiirierieiesie st sie et sie sttt st e be st s beseesesbeseesesbeseesesbeseesenteneas 54
Important CUrrenCY INfOMMIBEION..........ccieieieie et e et e e e e s resbesbesreeteeseessesesbeseesseeseenseneeseenreseesrens 54
Currency Risks and Risks Associated With INdeXed NOLES .........cccccieeerere e e 55
(O L= T To Iz 10 = 1= 0= | S 58
JLIE= G 1 o o DO OSSO U RSP 63
OFfEIING @NO SAI......eeeeeiitiee bbb s bt e h bR bt s e Rt b e b e st b e b e aeeb e b e st e b et et eb e be e eb et et e s 71
ValIAItY OF TNEINOLES........ceiee ettt e b ettt e e e b e bt ehe e bt e aeemeeseeabesbeeheeae e e enbeseenbeseesbeeneennan 76
Public Official DOCUMENES @NA SEALEIMENLS .......cueiteiteieeee ettt et b b e e e et s besbe e st e e e e e beseesbenaas 76
ANNEX A — RECENT DEVEIOPIMENES ...ttt sttt e e s e e be s eestesseeseesee e esteseesbesresneeneensenteseens A-1
ANNEX B — GENEral INFOMMBLION ..o.vivieiiiieieieiese ettt sttt st et st et e s be e enesbe e e B-1
ANNEX C — FOIM Of FINAL TEIMMS. ...ttt bbb bt b e et be s ne s be e C-1

ThisFinal Termsand the Offering Circular have been prepared by the Issuer and the Guarantor
solely for usein connection with the proposed offering of the Securities. ThisFinal Termsand the Offering
Circular are personal to each offereeand do not constitute an offer to any other person or to the public
generally to subscribe for or otherwise acquirethe Securities. Distribution of thisFinal Termsand the
Offering Circular to any other person other than the offeree and any person retained to advise such offeree
with respect to its purchaseis unauthorized, and any disclosure of any of its contents, without the prior
written consent of the I ssuer and the Guarantor, is prohibited. Each prospectiveinvestor, by accepting
delivery of thisFinal Termsand the Offering Circular, agreesto the foregoing and to make no photocopies of
thisFinal Termsand the Offering Circular or any documentsreferred to herein.
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The Managers make no representation or warranty, expressor implied, asto the accuracy or the
completeness of the infor mation contained in this Final Terms and the Offering Circular. Nothing in this
Final Termsor the Offering Circular is, or shall berelied upon as, a promise or representation by the
Managersasto the past or future. Thelssuer and the Guarantor have furnished the information contained
in thisFinal Termsand in the Offering Circular.

Neither the Securities and Exchange Commission (the“ Commission”), any state securities
commission, nor any other U.S. regulatory authority, has approved or disapproved the Securitiesnor have
any of the foregoing authorities passed upon or endor sed the meritsof thisFinal Termsor the Offering
Circular. Any representation to the contrary isa criminal offense.

In making an investment decision, prospective investors must rely on their own examination of the
I ssuer, the Guarantor, the Subsidiary Guarantors and the terms of the offering, including the merits and
risksinvolved. Prospectiveinvestors should not construe anything in thisFinal Termsor the Offering
Circular aslegal, businessor tax advice. Each prospective investor should consult its own advisors as needed
to makeitsinvestment decision and to deter mine whether it islegally permitted to purchase the Securities
under applicablelegal investment or similar lawsor regulations. Investors should be awarethat they may be
required to bear thefinancial risks of thisinvestment for an indefinite period of time.

ThisFinal Termsand the Offering Circular contain summaries believed to be accur ate with respect
to certain documents, but referenceis made to the actual documentsfor complete information. All such
summaries are qualified in their entirety by such references. Copies of documentsreferred to herein will be
made availableto prospective investor s upon request to the I ssuer or the Managers.

NOTICE TO NEW HAMPSHIRE RESIDENTSONLY

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A
LICENSE HASBEEN FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE REVISED
STATUTESWITH THE STATE OF NEW HAMPSHIRE NOR THE FACT THAT A SECURITY IS
EFFECTIVELY REGISTERED OR A PERSON ISLICENSED IN THE STATE OF NEW HAMPSHIRE
CONSTITUTESA FINDING BY THE SECRETARY OF STATE OF NEW HAMPSHIRE THAT ANY
DOCUMENT FILED UNDER RSA 421-B ISTRUE, COMPLETE AND NOT MISLEADING. NEITHER
ANY SUCH FACT NOR THE FACT THAT AN EXEMPTION OR EXCEPTION ISAVAILABLE FOR A
SECURITY OR A TRANSACTION MEANS THAT THE SECRETARY OF STATE HASPASSED IN ANY
WAY UPON THE MERITSOR QUALIFICATIONS OF, OR RECOMMENDED OR GIVEN APPROVAL
TO, ANY PERSON, SECURITY OR TRANSACTION. IT ISUNLAWFUL TO MAKE, OR CAUSE TO BE
MADE, TO ANY PROSPECTIVE PURCHASER, CUSTOMER OR CLIENT ANY REPRESENTATION
INCONSISTENT WITH THE PROVISIONS OF THIS PARAGRAPH.
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1.

3.

DESCRIPTION OF SECURITIES

The following items under this heading “Description of Securities’ are the particular terms which relate to
the tranches of the Securities that are the subject of this Final Terms.

Series No.:

Principal Amount:

Fungibility with other Notes:

Issue Price:

Issue Date:

Form of Securities:

Authorized Denomination(s):

Specified Currency:

Stated Maturity Date:

For the 2018 Notes: 23A.
For the 2038 Bonds: 30.

For the 2018 Notes: U.S. $1,000,000,000
For the 2038 Bonds: U.S. $500,000,000

The portion of the 2018 Notesthat is offered and sold in
compliance with Rule 144A will be consolidated to form asingle
series with, and be fully fungible with, the Issuer’ s outstanding
5.75% Notes due 2018 originally issued on October 22, 2007 and
represented by a Restricted Global Note (CUSIP No. 70645JBD3
and ISIN No. US70645JBD37). On or after the 40th day after the
later of the commencement of this offering and the issue date (the
“Regulation S Consolidation Date"), the portion of the 2018
Notes that is offered and sold outside the United Statesin
accordance with Regulation S under the Securities Act will be
consolidated to form a single series with, and be fully fungible
with, the Issuer’ s outstanding 5.75% Notes due 2018 originally
issued on October 22, 2007 and originally represented by a
Regulation S Global Note (CUSIP No. 70645KBDO0 and ISIN

No. US70645KBD00). After the consolidation, atotal principal
amount of U.S. $2,500,000,000 of 5.75% Notes due 2018 will be
outstanding.

In addition, the Exchange Notes (as defined below) issued
pursuant to the Exchange Offer (or a shelf registration statement
in lieu thereof) will be consolidated to form a single series with,
and be fully fungible with, any new notes registered with the U.S.
Securities and Exchange Commission (the “Commission”) issued
in exchange for the original 5.75% Notes due 2018 (previously
sold on October 22, 2007) pursuant to the registration rights
agreement entered into by the Issuer on October 22, 2007 (such

new notes, the “Original Exchange Notes').

For the 2018 Notes. 99.835% plus accrued interest from March 1,
2008, plus any additional accrued interest from, and including,
June 4, 2008, the expected delivery date.

For the 2038 Bonds: 99.699%, plus any accrued interest from,
and including, June 4, 2008, the expected delivery date.

June 4, 2008.

Registered Securities.

U.S. $10,000 and integral multiples of U.S. $1,000 in excess
thereof.

U.S. dollars(“U.S. $" or “$").

For the 2018 Notes: March 1, 2018.
For the 2038 Bonds: June 15, 2038.
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10.

11.

12.

13.

14.

Interest Basis:

Interest Commencement Date (if
different from the I ssue Date):

Fixed Rate Securities:

@ Interest Rate:

(b) Interest Payment Date(s):

(©) Fixed Rate Day Count
Fraction:

Discount Securities:

Redemption at the option of the I ssuer
(other than tax redemption):

Fixed Rate Securities.

For the 2018 Notes: March 1, 2008.
For the 2038 Bonds. N/A.

For the 2018 Notes. 5.75% per annum, payable semi-annually in
arrears.

For the 2038 Bonds: 6.625% per annum, payable semi-annually
inarrears.

For the 2018 Notes: March 1 and September 1 of each year,
commencing on September 1, 2008.

For the 2038 Bonds: June 15 and December 15 of each year,
commencing on December 15, 2008.

30/360.

No.

The Issuer will have theright at its option to redeem any of the
Securities, in whole or in part, at any time or from time to time
prior to their maturity, at a redemption price equal to the principal
amount thereof, plus the Make-Whole Amount (as defined
below), plus accrued interest on the principal amount of the
Securities to the date of redemption. “Make-Whole Amount”
means the excess of (i) the sum of the present values of each
remaining scheduled payment of principal and interest on the
applicable Securities (exclusive of interest accrued to the date of
redemption), discounted to the redemption date on a semi-annual
basis (assuming a 360-day year consisting of twelve 30-day
months) at the Treasury Rate plus 37.5 basis points (in the case of
the 2018 Notes) or 30 basis points (in the case of the 2038 Bonds)
over (ii) the principal amount of such Securities.

“Treasury Rate” means, with respect to any redemption date, the
rate per annum equal to the semi-annual equivalent yield to
maturity or interpolated maturity of the Comparable Treasury
Issue, assuming a price for the Comparable Treasury Issue
(expressed as a percentage of its principal amount) equal to the
Comparable Treasury Price for such redemption date.

“Comparable Treasury Issue€” means the United States Treasury
security or securities selected by an Independent Investment
Banker (as defined below) as having an actual or interpolated
maturity comparable to the remaining term of the Securitiesto be
redeemed that would be utilized, at the time of selection and in
accordance with customary financial practice, in pricing new
issues of corporate debt securities of a comparable maturity to the
remaining term of such Securities.

“Independent Investment Banker” means one of the Reference

Treasury Dedlers (as defined below) appointed by either the
Issuer or the Guarantor.
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15.

16.

17.

Repayment at the option of the
holders:

Indexed Securities:

Registration Rights; Exchange Offers:

“Comparable Treasury Price” means, with respect to any
redemption date (i) the average of the Reference Treasury Dealer
Quotations for such redemption date, after excluding the highest
and lowest such Reference Treasury Dealer Quotation or (ii) if
the Trustee obtains fewer than four such Reference Treasury
Dealer Quotations, the average of all such quotations.

“Reference Treasury Dealer” means any of Credit Suisse
Securities (USA) LLC, Lehman BrothersInc., UBS Securities
LLC, Barclays Capital Inc., Deutsche Bank Securities Inc. and
J.P. Morgan Securities Inc. or their affiliates which are primary
United States government securities dealers, and their respective
successors; provided that if any of the foregoing shall ceaseto be
aprimary United States government securities dealer in the City
of New York (a“Primary Treasury Dealer”), the I ssuer or the
Guarantor will substitute therefor another Primary Treasury
Deder.

“Reference Treasury Dealer Quotation” means, with respect to
each Reference Treasury Dealer and any redemption date, the
average, as determined by the Trustee, of the bid and asked prices
for the Comparable Treasury Issue (expressed in each case asa
percentage of its principal amount) quoted in writing to the
Trustee by such Reference Treasury Dealer at 3:30 pm New Y ork
time on the third business day preceding such redemption date.

No.
No.

Pursuant to an exchange and registration rights agreement to be
entered into among the I ssuer, the Guarantor and the Managers
(the “Registration Rights Agreement”), the Issuer will agree to
use its best effortsto (a) file with the Commission aregistration
statement (an “Exchange Offer Registration Statement”) on an
appropriate form under the Securities Act, with respect to offers
to exchange (“ Exchange Offers”) the 2018 Notes and the 2038
Bonds, for new notes or bonds of the I ssuer, as the case may be
(the “Exchange Notes’ and the “ Exchange Bonds,” respectively,
and, together, the “ Exchange Securities’) with terms substantially
identical to the 2018 Notes or the 2038 Bonds, as the case may be
(subject to certain exceptions), on or before August 31, 2008, (b)
have such registration statement declared effective under the
Securities Act on or before March 1, 2009 and (c) consummate
the Exchange Offers on or before April 5, 2009. The Exchange
Offersfor the 2018 Notes and the 2038 Bonds will be conducted
simultaneously with the Issuer’ s exchange offer for its
outstanding 5.75% Notes due 2018 originally issued on October
22, 2007. Inthe event that applicable law, regulation or policy of
the Commission does not alow the consummation of the
Exchange Offers, or upon the occurrence of certain other
conditions, the Issuer will useits best effortsto file a*“ shelf”
registration statement covering resales of the 2018 Notes and the
2038 Bonds by the holders thereof; provided that the Issuer shall
not be required to file a*“shelf” registration statement during any
period prior to August 1 or after September 30 of any calendar
year. With respect to any 2018 Notes or 2038 Bonds, if a
Registration Default (as defined herein) relating to the filing or
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18.

19.

20.

21.

22.

23.

Additional provisionsrelating to the
Securities:

Other Relevant Terms

Listing/Trading:

Syndicated:
If Syndicated:

(a) Lead Managers.

(b) Stabilizing Manager:

Identity of Managers:

Listing Agent:

declaration of effectiveness of aregistration statement or the
related Exchange Offer occurs, the per annum interest rate on all
outstanding 2018 Notes or 2038 Bonds (as the case may be) or, in
the case of al other Registration Defaults, the per annum interest
rate on the 2018 Notes or 2038 Bonds to which such Registration
Default relates, will increase by 0.25% per annum with respect to
each 90-day period during the existence of such failure, until al
Registration Defaults are cured, up to an aggregate maximum of
1.00% per annum over the relevant rate shown on the cover page
of this Final Terms; provided that any such additional interest on
the 2038 Bonds will cease to accrue at the later of (i) the date on
which the 2038 Bonds become freely transferable pursuant to
Rule 144 under the Securities Act and (ii) the date on which the
Lehman Brothers U.S. Aggregate Bond Index is modified to
permit the inclusion of freely transferable securities that have not
been registered with the Commission. See “Exchange Offers;
Registration Rights’ below.

The Exchange Notes will be consolidated to form asingle series
with, and be fully fungible with, the Original Exchange Notes.

The Issuer reserves the right to increase the size of the issue of
either the 2018 Notes or the 2038 Bonds, or from time to time,
without the consent of the holders of either the 2018 Notes or the
2038 Bonds, create and issue further securities having
substantially the same terms and conditions thereof, except for
the Issue Price, Issue Date and amount of the first payment of
interest, which additional securities may be consolidated and
form a single series with the 2018 Notes or the 2038 Bonds, as
the case may be; provided that such additional securities do not
have, for purposes of U.S. federal income taxation, a greater
amount of original issue discount than the 2018 Notes or the 2038
Bonds, as the case may be, have on the date of issue of such
additional securities.

Listing: Luxembourg Stock Exchange.

Trading: Euro MTF, the alternative market of the Luxembourg
Stock Exchange.

Yes.

HSBC Securities (USA) Inc.

J.P. Morgan Securities Inc.

L ehman Brothers Inc.

For the 2018 Notes: HSBC Securities (USA) Inc.
For the 2038 Bonds: Lehman Brothers Inc.

See “Plan of Distribution” below.

KBL European Private Bankers SA.
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24,

25.

Provisions for Securities:
@ Rule 144A €ligible:

(b Regulation S Global Note and
Regulation S Global Bond
deposited with or on behalf of
DTC:

(c) Restricted Global Note and
Restricted Global Bond
deposited with or on behalf of
DTC:

(d) Regulation S Global Note and
Regulation S Global Bond
deposited with Common
Depositary:

Codes:

@ Common Code:

()  ISIN:

(c) CUSIP:

Yes.

Yes.

Yes.

No.

For the 2018 Notes:
032736882 (Restricted Globa Note)

036811200 (Regulation S Global Note—Before the
Consolidation Date)

032736912 (Regulation S Global Note—After the Consolidation

Date)
For the 2038 Bonds:

36835869 (Restricted Global Bond)

36835877 (Regulation S Global Bond)

For the 2018 Notes:

US70645JBD37 (Restricted Global Note)

US70645K BN81 (Regulation S Global Note—Before the
Consolidation Date)

US70645K BD0O0 (Regulation S Global Note—After the
Consolidation Date)

For the 2038 Bonds:

US70645JBM 36 (Restricted Global Bond)

US70645K BM09 (Regulation S Global Bond)

For the 2018 Notes:

70645IBD3 (Restricted Globa Note)

70645K BN8 (Regulation S Global Note—Before the
Consolidation Date)
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26.

27.

Use of Proceeds (if different from
Offering Circular):

Further Information:

70645K BDO (Regulation S Global Note—After the
Consolidation Date)

For the 2038 Bonds:
70645JBM 3 (Restricted Global Bond)
70645KBMO (Regulation S Globa Bond)

N/A.

For purposes of this Final Terms, all referencesin the Offering
Circular to “Notes’ shall be deemed to include, where applicable,
the 2018 Notes and the 2038 Bonds described herein, and the
terms “ Fixed Rate Security,” “Discount Securities,” “Indexed
Securities,” “Registered Securities,” “ Restricted Global Bond”
and “Regulation S Global Bond” shall have the respective
meanings assigned to the terms “ Fixed Rate Note,” “Discount
Notes,” “Indexed Notes,” “Registered Notes,” “Restricted Global
Note” and “Regulation S Global Note,” respectively, in the
Offering Circular.
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EXCHANGE OFFERS; REGISTRATION RIGHTS

Pursuant to the Registration Rights Agreement, the Issuer will agree to use its best efforts to file with the
Commission the Exchange Offer Registration Statement on an appropriate form under the Securities Act with
respect to its offers to exchange any of the 2018 Notes and the 2038 Bonds, for Exchange Notes and Exchange
Bonds. The Exchange Offers for the 2018 Notes and the 2038 Bonds will be conducted simultaneously with the
Issuer’ s exchange offers for its outstanding 5.75% Notes due 2018 originally issued on October 22, 2007. Upon the
effectiveness of the Exchange Offer Registration Statement, the Issuer will offer to the holders of such 2018 Notes
and 2038 Bonds who are able to make certain representations the opportunity to exchange their Securities for
Exchange Securities. The Exchange Securities will have terms identical to the applicable Securities, except that the
Exchange Securities (1) will not contain the restrictions on transfer that are applicable to the Securities and (2) will
not contain any provisions for additional interest.

The Exchange Notes will be consolidated to form a single series with, and be fully fungible with, the Original
Exchange Notes.

The Registration Rights Agreement will provide that: (i) unlessthe related Exchange Offer would not be
permitted by applicable law or Commission policy, the Issuer will useits best efforts (a) to file an Exchange Offer
Registration Statement with the Commission on or before August 31, 2008, (b) to have the Exchange Offer
Registration Statement declared effective by the Commission on or before March 1, 2009, and (c) to commence
promptly such Exchange Offer after such declaration of effectiveness and to issue, on or before April 5, 2009,
Exchange Securities in exchange for all Securities tendered prior to the expiration of such Exchange Offer, and (ii) if
obligated to file the Shelf Registration Statement (as defined below), the Issuer will use its best effortsto file the
Shelf Registration Statement prior to the later of March 1, 2009 or 30 days after such filing obligation arises (but in
no event prior to August 1 or after September 30 of any calendar year) and the Issuer will useits best efforts to have
such Shelf Registration Statement declared effective by the Commission on or prior to the 60th day after such filing
was required to be made (but in no event prior to August 1 or after September 30 of any calendar year), provided
that if the Issuer has not consummated such Exchange Offer on or before April 5, 2009, then the I ssuer will file the
Shelf Registration Statement with the Commission on or before April 5, 2009 (but in no event prior to August 1 or
after September 30 of any calendar year). The Issuer will use its best efforts to keep such Shelf Registration
Statement continuously effective, supplemented and amended until the first anniversary of the effective date of the
Shelf Registration Statement or such shorter period that will terminate when all the Registrable Securities (as
defined below) covered by the Shelf Registration Statement have been sold pursuant thereto or may be sold pursuant
to Rule 144(d) under the Securities Act if held by a non-affiliate of the Issuer; provided that the Issuer shall not be
obligated to keep the Shelf Registration Statement effective, supplemented or amended during any period prior to
August 1 or after September 30 of any calendar year.

If (i) the Issuer is not permitted to file the Exchange Offer Registration Statement or to consummate such
Exchange Offer because such Exchange Offer is not permitted by applicable law or Commission policy, (ii) such
Exchange Offer is not consummated by April 5, 2009, or (iii) any holder of Securities notifies the Issuer within a
specified time period that (a) due to a change in law or Commission policy it may not resell the Exchange Securities
acquired by it in such Exchange Offer to the public without delivering a prospectus and the prospectus contained in
the Exchange Offer Registration Statement is not appropriate or available for such resales by such holder, (b) itisa
Manager and owns Securities acquired directly from the Issuer or an affiliate of the Issuer or (c) the holders of a
majority in aggregate principal amount of the Securities may not resell the Exchange Securities acquired by them in
such Exchange Offer to the public without restriction under applicable blue sky or state securities laws, then the
Issuer will useits best efforts (1) to file with the Commission a shelf registration statement (the “ Shelf Registration
Statement”) to cover resales of all Registrable Securities (as defined below) by the holders thereof and (2) to have
the applicable registration statement declared effective by the Commission on or prior to 60 days after such filing
was required to be made; provided that the Issuer shall not be obligated to file a Shelf Registration Statement, or to
cause a Shelf Registration Statement to remain effective, during any period prior to August 1 or after September 30
of any calendar year. For purposes of the foregoing, “ Registrable Securities” means each Security until (i) the date
on which such Security is exchanged by a person other than a broker-dealer for an Exchange Security in an
Exchange Offer, (ii) following the exchange by a broker-dealer in an Exchange Offer of a Security for an Exchange
Security, the date on which such Exchange Security is sold to a purchaser who receives from such broker-dealer on
or prior to the date of such sale a copy of a prospectus, (iii) the date on which such Security is effectively registered
under the Securities Act and disposed of in accordance with a Shelf Registration Statement, (iv) the date on which
such Security isfreely transferable pursuant to Rule 144 under the Securities Act (or any similar provision then in
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force, but not Rule 144A), (v) the date on which such Security is otherwise transferred by the holder thereof and a
new Security not bearing alegend restricting further transfer is delivered by the Issuer in exchange therefor or (vi)
the date on which such Security ceases to be outstanding.

Under existing Commission interpretations, the Exchange Securities would, in general, be freely transferable
after the Exchange Offer without further registration under the Securities Act; provided that any broker-dealer
participating in an Exchange Offer must deliver a prospectus meeting the requirements of the Securities Act upon
any resale of Exchange Securities. Subject to certain exceptions, the Issuer has agreed, for a period of 180 days after
consummation of an Exchange Offer, to make avail able a prospectus meeting the requirements of the Securities Act
to any such broker-dealer for use in connection with any resale of any Exchange Security acquired in an Exchange
Offer. A broker-dedler that delivers such a prospectus to purchasers in connection with such resales will be subject
to certain of the civil liability provisions under the Securities Act and will be bound by the provisions of the
applicable Registration Rights Agreement, including certain indemnification obligations.

Each holder of Securities that wishes to exchange Securities for Exchange Securities in an Exchange Offer will
be required to make certain representations, including representations that (i) any Exchange Securities to be received
by it will be acquired in the ordinary course of its business, (ii) it has no arrangement with any person to participate
in adistribution of the Exchange Securities and it does not intend to participate in any such distribution and (iii) it is
not an “affiliate,” as defined in Rule 405 of the Securities Act, of the Issuer, or if it isan affiliate, it will comply (at
its own expense) with the registration and prospectus delivery requirements of the Securities Act to the extent
applicable.

If the holder is a broker-dealer that will receive Exchange Securities for its own account in exchange for
Securities that were acquired as a result of market-making activities or other trading activities, it will be required to
acknowledge that it will deliver a prospectus in connection with any resale of such Exchange Securities.

If (i) the Exchange Offer Registration Statement (or a Shelf Registration Statement in lieu thereof) is not filed
on or before August 31, 2008, (ii) the Exchange Offer Registration Statement (or a Shelf Registration Statement in
lieu thereof) is not declared effective by the Commission on or before March 1, 2009, (iii) an Exchange Offer is not
consummated on or before April 5, 2009, (iv) a Shelf Registration Statement required to be filed is not filed on or
before the date specified above for such filing, (v) a Shelf Registration Statement otherwise required to be filed is
not declared effective on or before the date specified above for effectiveness thereof or (vi) a Shelf Registration
Statement is declared effective but thereafter, subject to certain exceptions, ceases to be effective or usablein
connection with resales of Registrable Securities during the periods specified in the Registration Rights Agreement
(each such event referred to in clauses (i) through (vi) above, a“Registration Default”), then, with respect to any
Securities, in the case of a Registration Default referred to in clause (i), (ii) or (iii) above, the interest rate on all
Securities or, in the case of a Registration Default referred to in clause (iv), (v) or (vi) above, the interest rate on the
2018 Notes or 2038 Bonds, as the case may be, to which such Registration Default relates, will increase by 0.25%
per annum with respect to each 90-day period that passes until al such Registration Defaults have been cured, up to
amaximum amount of 1.00% per annum; provided that any such additional interest on the 2038 Bonds will cease to
accrue at the later of (i) the date on which the 2038 Bonds become freely transferable pursuant to Rule 144 under the
Securities Act and (ii) the date on which the Lehman Brothers U.S. Aggregate Bond Index is modified to permit the
inclusion of freely transferable securities that have not been registered with the Commission. Following the cure of
any Registration Default, the accrual of such additional interest related to such Registration Default will cease, and
the interest rate applicable to the affected 2018 Notes or 2038 Bonds will revert to the original rate.
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RECENT DEVELOPMENTS

The following discussion of PEMEX’ s recent results should be read in conjunction with the Form 20-F of
PEMEX for the fiscal year ended December 31, 2006 (the “ Form 20-F"), in particular, “ Item 4—Information on
the Company” and “ Item 5—Operating and Financial Review and Prospectus’ in the Form 20-F and the financial
statements and notes included in this Final Terms beginning on page F-1. In this document, “ PEMEX” refersto
Petrdleos Mexicanos, the Subsidiary Guarantors, Pemex-Petroquimica and the subsidiary entities, including the
Issuer, listed in note 2 to the audited financial statementsincluded in this Final Terms.

Exchange Rates

On May 19, 2008, the noon buying rate for cable transfersin New Y ork reported by the Federal Reserve
Bank of New Y ork was Ps. 10.3750 = U.S. $1.00.

Change of Auditors

PEMEX’sfinancia statements as of and for the four years ended December 31, 2006 were audited by
PricewaterhouseCoopers, S.C. PEMEX’sfinancial statements as of and for the year ended December 31, 2007 were
audited by KPMG Cérdenas Dosal, S.C. The Secretaria de la Funcién Publica (the Ministry of Public Auditing, or
“SFP"), is responsible for appointing the external auditors of Petréleos Mexicanos and its Subsidiary Entities
through a selection process among interested external auditors. The Board of Directors of Petrdleos Mexicanos
reviews and ratifies the engagement of the externa auditors by the SFP. PricewaterhouseCoopers, S.C. served as
PEMEX’s external auditor for the maximum time period allowed for an external auditor to render servicesto a
Mexican Government entity, pursuant to Mexican regulations.

Cessation of Inflation Accounting under Mexican FRS

As aresult of an accounting change in Mexican Normas de Informacion Financiera (Mexican Financial
Reporting Standards or “Mexican FRS’ or “NIFs”) inflation accounting rules, commencing January 1, 2008,
PEMEX will no longer use inflation accounting, unless the economic environment in which it operates qualifies as
“inflationary,” as defined by Mexican FRS. Because the economic environment in the three-month period ended
March 31, 2008 did not qualify asinflationary, PEMEX did not use inflation accounting to prepare its unaudited
condensed consolidated interim financial information as of and for the three-month period ended March 31, 2008.

Selected Financial Data

The selected financial data below as of and for the five years ended December 31, 2007 have been derived
from PEMEX’s consolidated financial statements. The selected financial data as of and for the three-month periods
ended March 31, 2007 and 2008 have been derived from the unaudited condensed consolidated interim financial
data of PEMEX for the three-month periods ended March 31, 2007 and 2008. The unaudited condensed
consolidated financial statements as of March 31, 2008 and for the three-month periods ended March 31, 2008 and
2007 were prepared in accordance with Mexican FRS, except for the statement of changesin financial position for
the three-month period ended March 31, 2008 which was not prepared on a cash flow basis as required by Mexican
FRS since January 1, 2008. PEMEX has historically prepared a statement of changesin financial position and
expects to include cash-flow statementsin the financial statements for the second quarter of 2008.

PEMEX’s consolidated financia statements for the years ended December 31, 2003, 2004 and 2005 were
prepared in accordance with Mexican Generally Accepted Accounting Principles (“Mexican GAAP"). PEMEX’s
financial statements for the years ended December 31, 2006 and 2007 and for the three-month periods ended March
31, 2007 and 2008 were prepared in accordance with Mexican FRS, which replaced Mexican GAAP. In thisFinal
Terms, unless otherwise stated, the term Mexican FRS means (1) Mexican GAAP for periods ending prior to
January 1, 2006 and (2) Mexican FRS for periods ending on or after January 1, 2006.

PEMEX has restated its consolidated financial statements for the years ended December 31, 2003, 2004,
2005 and 2006, in order to present them in pesos of purchasing power as of December 31, 2007 with respect to the
recognition of the effects of inflation. Conseguently, the amounts shown in PEMEX’s consolidated financial
statements for these periods are expressed in thousands of constant Mexican pesos as of December 31, 2007.
PEMEX’s unaudited condensed consolidated interim financial information as of and for the three-month periods
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ended March 31, 2007 and 2008 is expressed in pesos of purchasing power as of December 31, 2007 and nominal
pesos, respectively.

Mexican FRS differsin certain significant respects from United States Generally Accepted Accounting
Principles (which we refer to as“U.S. GAAP”). Thefinancial data as of and for the year ended December 31, 2007
and the interim financial data has not yet been reconciled to U.S. GAAP; however, the results of operations under
U.S. GAAP will be different from those under Mexican FRS.
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Selected Financial Data of PEMEX

Year Ended December 31,9¢) March 31,0
2003 2004 2005 2006 2007 2007 2008
(millions of constant pesos as of (millions of
December 31, 2007)® current pesos)
Income Statement Data
Amounts in accordance
with Mexican FRS:
Net sales® .........ooocooeveene. 733964 863,035 1,002,607 1,102,434 1,134,975 242,533 321,178
Total revenues® ................ 737,440 875,480 1,015,387 1,174,797 1,136,035 242,803 321,463
Total revenues net of
the IEPStaX.......ccveeveennen. 627,037 814,449 993,562 1,174,797 1,136,035 242,803 321,463
Operating income............... 431,353 507,835 538,478 603,201 590,431 133,579 170,175
Comprehensive financing
(=5 U] | 36,077 7,863 4,836 23,847 20,047 10,512 895
Net income (loss) for the
PEriod....cccceeereereee e (47,698) (28,443) (82,358) 46,953 (18,308) (10,429) 3,253
Balance Sheet Data (end of
period)
Amounts in accordance
with Mexican FRS:
Cash and cash equivalents.. 86,063 94,686 130,450 195,777 170,997 na 118,178
Total assets......ccccceveeeneee. 992,193 1,057,088 1,125,596 1,250,020 1,330,281 na 1,247,181
Long-term debt ................... 356,302 452,761 541,543 524,475 424,828 na 413,590
Total long-term liabilities... 777,698 863,164 977,030 1,032,251 990,908 na 899,317
Equity (deficit) .oovvvvnnnnnenee. 53,820 37,199 (29,010) 41,456 49,908 na 112,666
Amounts in accordance
with U.S. GAAP:
Total revenues net of |IEPS
| 2= G 627,037 809,634 993,559 1,171,801 n.a n.a n.a
Operating income net of
IEPStaX......ccoovevieeeeiieeens 289,698 451,514 535,422 679,768 n.a n.a. n.a
Comprehensive financing
(cost) income........ccoeerunene (31,465) 2,323 (11,767)  (18,152) n.a n.a n.a
Net income (loss) for the
PEriod......cooeveiereeeeeeee (77,816) (14,516) (79,791) 56,722 n.a n.a n.a
Total assets......cceeveveeecneenns 956,988 1,018,574 1,079,745 1,224,272 n.a n.a n.a
Equity (deficit) .ooovvvnnnnnenee. (52,129) (54,505) (120,943) (22,883) n.a n.a n.a
Other Financial Data
Amounts in accordance
with Mexican FRS:
Depreciation and
Amortization...........cccueeue... 47,580 46,744 56,996 65,672 72,592 15,614 20,959
Investmentsin fixed
assetsat cost® ..o, 79,641 83,742 89,855 104,647 155121 23,563 39,142
(1) Includes PEMEX, the subsidiary entities and the subsidiary companies. For Mexican FRS purposes, beginning with the year ended
December 31, 2005, we include the financial position and results of Pemex Finance, Ltd.
(2) Mexican FRS differsfrom U.S. GAAP. For the most significant differences between U.S. GAAP and Mexican FRS affecting PEMEX's
consolidated financial statements, see “Item 5—Operating and Financial Review and Prospects—U.S. GAAP Reconciliation” in PEMEX's
Form 20-F for the fiscal year ended December 31, 2006.
(3) PEMEX'sconsolidated financia statementsfor each of the five years ended December 31, 2007 were prepared in accordance with
Mexican FRS, including the recognition of the effects of inflation in accordance with Bulletin B-10.
(4)  Unaudited.
(5)  Includesthe Special Tax on Production and Servicesin 2003, 2004 and 2005, which we refer to asthe “|EPStax” as part of the sales price
of the products sold.
(6) Includesinvestmentsin fixed assets and capitalized interest. For 2003, it excludes certain expenditures charged to the il field exploration

and depletion reserve. See Note 3eto PEMEX’ s audited financial statements included herein.

Source: PEMEX'sfinancial statements.
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Capitalization of PEMEX

The following table sets forth the capitalization of PEMEX at March 31, 2008, as calculated in accordance
with Mexican FRS.

At March 31, 2008"@
(millions of current pesos or

U.S. dallars)

Long-term external debt..............ccceeee. Ps. 320,503 U.S$ 30,100
Long-term domestic debt.............cc......... 93,087 8,741

Total long-term debt®...................... 413,590 38,841
Certificates of Contribution*A” @ ......... 96,958 9,106
Mexican Government increase in equity

of Subsidiary Entities®...................... 147,264 13,830

Surplus in the restatement of equity ....... - -
Effect on equity from labor obligations.. - -
Effect of derivative financial
iNStruments® ... 3,241 304
Accumulated [0SSES.......ccovvevrereeinien (138,051) (12,965)
Net income (loss) for the period............. 3,253 305

Total eqUILY «..cvevereeireee e 112,665 10,581
Total capitalization..........cccceeeeveereienens Ps. 526,255 U.S$ 49,422

Notes: Numbers may not total due to rounding.

(1) Unaudited. Convenience translationsinto U.S. dollars of amountsin pesos have been made at the established exchange rate of Ps. 10.6482
=U.S. $1.00 at March 31, 2008. Such trandations should not be construed as a representation that the peso amounts have been or could be
converted into U.S. dollar amounts at the foregoing or any other rate.

(2)  Asof thedate of this Final Terms, there has been no material change in the capitalization of PEMEX since March 31, 2008, except for
PEMEX's undertaking of new financings as disclosed under “Liquidity and Capital Resources—Financing Activities’ in this Final Terms.

(3) Total long-term debt does not include short-term indebtedness of Ps. 90.6 billion (U.S.$8.5 hillion) at March 31, 2008. See “Liquidity and
Capital Resources’.

(4  Equity instruments held by the Mexican Government.
(5)  In December 2007, the Mexican Government increased PEMEX’ s equity by Ps. 11.2 billion.
Source: PEMEX' s financial statements. Unaudited.

Management’s Discussion and Analysis of Financial Condition and Results of Operations

Results of Operations of PEMEX, its Subsidiary Entities and Subsidiary Companies— First Three Months of
2008 Compared to First Three Months of 2007

The unaudited condensed consolidated interim financial information set forth below was prepared in
accordance with Mexican FRS, except for the statement of changesin financial position for the three-month period
ended March 31, 2008 which was not prepared on a cash flow basis as required by Mexican FRS since January 1,
2008. Theinterim financial statements should be read in conjunction with the consolidated financial statements as of
and for the years ended December 31, 2007 and 2006, included in this Final Terms beginning on page F-1. This
unaudited condensed consolidated interim financial information was not reconciled to U.S. GAAP.

S14



Three months ended March 31,

2007 20080 @

(millions of current pesosor U.S. dollars)

Net sales
DOMESLIC ...ttt Ps. 135,916 Ps. 163,483 U.S$ 15353
EXPOIT ..t s 106,617 157,695 14,809
SEIVICES INCOME.....ceiiiirieeeerteeeie e 270 285 27
TOtal ............................................................... 242,803 321’463 30’189
COSES Of SAES.....oeccvvieiriecrei e 90,550 123,582 11,606
GENeral EXPENSES .....c.evviieerieerie e 18,673 27,706 2,602
Other revenues™® (Net).......c.cceerveeeeeeeeereeeeeeeeeeesseeeseeeneas 5,243 35,873 3,369
Comprehensive financing result®..............cccccocooeeucene. (10,512) (895) (84)
Participation in results of subsidiaries and affiliates...... (980) (260) (29)
Income before taxes and duties............ccceeeeeveeeeecreenens 127,330 204,894 19,242
TaxeS and AULIES .........coererueeirrieeeee e 137,759 201,642 18,937
Net (loss) incomefor the pefiod.........ccoovveevvincrieene, Ps. (10,429) Ps. 3253 USS$ 305

(1)  Unaudited.

(2) Trandationsinto U.S. dollars of amountsin pesos have been made at the established exchange rate of Ps. 10.6482 = U.S. $1.00 at March
31, 2008 for purposes of convenience only. Such translations should not be construed as a representation that the peso amounts have been
or could be converted into U.S. dollars at the foregoing or any other rate.

(3)  Includesthe |IEPS tax in 2007 and 2008, when the |EPS tax rate was negative.

(4)  Includes exchange rate losses in the amount of Ps. 8,058 million in the first three months of 2007 and exchange rate gainsin the amount of
Ps. 4,526 million in the first three months of 2008.

Source: PEMEX'sfinancial statements.
Sales

Total salesincreased by 32.4%, to Ps. 321.5 billion, in the first three months of 2008 from Ps. 242.8 hillion
in the first three months of 2007. The increase in total sales resulted primarily from the increase in prices for crude
oil exports.

Domestic Sales

Domestic salesincreased by 20.3% in the first three months of 2008, from Ps. 135.9 billion in the first three
months of 2007 to Ps. 163.5 billion in the first three months of 2008, primarily due to a 16.9% increase in sales of
petroleum products, a 38.8% increase in natural gas sales and a 36.7% increase in petrochemical products. Sales of
natural gas increased by 38.8% in the first three months of 2008, from Ps. 19.4 hillion in the first three months of
2007 to Ps. 26.1 hillion in the first three months of 2008, due to a 14.4% increase in the volume of salesand a21.1%
average increase in price. Domestic sales of petroleum products increased by 16.9% in the first three months of
2008, from Ps. 110.5 billion in the first three months of 2007 to Ps. 129.2 billion in the first three months of 2008,
primarily due to a 1.4% increase in sales volumes, caused by the increased demand for gasoline and diesel.
Domestic petrochemical sales (including sales of certain by-products of the petrochemical production process)
increased by 36.7%, from Ps. 6.0 hillion in the first three months of 2007 to Ps. 8.2 billion in the first three months
of 2008, due to a 43.0% increase in the volume of petrochemical product sales, which was partially offset by a5.3%
average decrease in price.

Export Sales

Total export sales (with dollar-denominated export revenues translated to pesos at the exchange rate on the
date on which the export sale was made) increased by 47.9%, from Ps. 106.6 billion in the first three months of 2007
to Ps. 157.7 billion in the first three months of 2008. Excluding the trading activities of the subsidiaries of Petréleos
Mexicanos P.M.l. Comercio Internacional, S.A. de C.V., P.M.I. Trading, Ltd. and their affiliates (the “PMI Group”),
export sales by the Subsidiary Entities to the PMI Group and third parties increased by 47.0%, from Ps. 93.8 hillion
in the first three months of 2007 to Ps. 137.9 billion in the first three months of 2008. In dollar terms, excluding the
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trading activities of the PMI Group, total export sales increased by 54.2%, from U.S. $8.3 hillion in thefirst three
months of 2007 to U.S. $12.8 billion in the first three months of 2008.

Crude oil and condensate export sales accounted for 88.7% of export sales (excluding the trading activities
of the PMI Group) in the first three months of 2008, as compared to 87.0% in the first three months of 2007. Crude
oil and condensate export sales increased in peso terms by 47.0%, from Ps. 93.8 billion in the first three months of
2007 to Ps. 137.9 hillion in the first three months of 2008, primarily due to a 74.2% increase in the weighted average
price of crude oil exports (from U.S. $47.7 per barrel in the first three months of 2007 to U.S. $83.1 per barrel in the
first three months of 2008), which was partially offset by a 12.4% decrease in the volume of crude oil exports
mainly due to a decline of production in the Cantarell field.

Export sales of petroleum products represented 11.0% of export sales (excluding the trading activities of
the PMI Group) in the first three months of 2008, as compared to 10.6% in the first three months of 2007. Export
sales of petroleum products increased by 41.7%, from Ps. 10.3 billion in the first three months of 2007 to Ps. 14.6
billion in the first three months of 2008, primarily due to an increase in prices and volumes of exports of Pemex’s
main petroleum products, including naphtas and diesel.

Export sales of natural gas represented 0.2% of total export sales (excluding the trading activities of the
PMI Group) in the first three months of 2008, as compared to 1.4% in the first three months of 2007. Export sales
of natural gas decreased by 83.1%, from Ps. 1.3 billion in the first three months of 2007 to Ps. 0.2 hillion in the first
three months of 2008, due to an increase in domestic demand for natural gas.

Petrochemical products accounted for the remainder of export sales (excluding the trading activities of the
PMI Group) in the first three months of 2007 and 2008 (0.7% and 0.54%, respectively). Export sales of
petrochemical products (including certain by-products of the petrochemical process) increased by 33.3%, from
Ps. 0.6 billion in the first three months of 2007 to Ps. 0.8 billion in the first three months of 2008 due to a 90.4%
increase in sales volume mainly related to an increase in the sale of sulfur.

Services Income

Services income relates, mainly, to revenues obtained by Kot Insurance Ltd. from reinsurance premiums.
In the first three months of 2008 and 2007, services income amounted to Ps. 0.3 billion. There was no meaningful
change of servicesincome in the first three months of 2008 compared to the first three months of 2007.

Costs of Sales

Costs of salesincreased by 36.5%, from Ps. 90.6 billion in the first three months of 2007 to Ps. 123.6
billion in the first three months of 2008. This increase was primarily due to a Ps. 26.5 billion increase in product
purchases, a Ps. 5.3 billion increase in depreciation and amortization expense and a Ps. 4.2 billion increase in costs
associated with the labor provision for pension and other post-retirement obligations.

General Expenses

General expensesincreased by 48.4%, from Ps. 18.7 billion in the first three months of 2007 to Ps. 27.7
billion in the first three months of 2008. This increase was primarily due to a 57.8% increase in administrative
expenses and a 28.8% increase in distribution expenses related to an increase in costs associated with the labor
provision for pension and other post-retirement obligations.

Other Revenue, net

Other revenues, net, increased by Ps. 30.7 billion, from anet revenue of Ps. 5.2 billion in the first three
months of 2007 to a net revenue of Ps. 35.9 billion in the first three months of 2008, primarily due to an increase in
the amount of the credit attributable to the negative rate of the Special Tax on Production and Services (Impuesto
Especial sobre Producciony Servicios, or “ |[EPS’) amounting approximately to Ps. 30.0 hillion.

Comprehensive Financing Result
Under Mexican FRS, comprehensive financing result reflects interest income (including gains and losses

on certain derivative instruments), interest expense, foreign exchange gain or loss and, for periods ending prior to
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January 1, 2008, the gain or loss attributabl e to the effects of inflation on monetary liahilities and assets minus any
portion of the comprehensive financing result capitalized during the period. A substantial portion of PEMEX’s
indebtedness (76.6% at March 31, 2008) is denominated in U.S. dollars, so a depreciation of the peso against the
U.S. dollar resultsin foreign exchange loss and higher peso-denominated interest expense.

Our comprehensive financing result decreased from aloss of Ps. 10.5 billion in the first three months of
2007 to aloss of Ps. 0.9 billion in the first three months of 2008, primarily as aresult of the following:

e The appreciation of the peso against the U.S. dollar in the first three months of 2008 in comparison to a
depreciation of the peso in the same period of 2007 resulted in aPs. 12.6 billion increase in net foreign
exchange gains, from a net loss of Ps. 8.1 billion in the first three months of 2007 to a net gain of
Ps. 4.5 billion in the first three months of 2008.

o Inthefirst three months of 2007, PEMEX’s average monetary liabilities exceeded its average
monetary assets, resulting in anet gain in monetary position of Ps. 3.0 billion. Beginning with the first
quarter of 2008, as aresult of the changes introduced by the adoption of Mexican FRS B-10 “Effects
of Inflation”, which superseded Bulletin B-10, PEMEX no longer recognizes the effects of inflation in
its financial statements during periods when inflation is below certain thresholds. Asaresult, PEMEX
did not recognize any gain or loss in monetary position in the first three months of 2008.

e Net interest expense decreased by Ps. 70.7 million in the first three months of 2008 as compared to the
first three months of 2007.

Taxes and Duties

Hydrocarbon extraction duties and other duties and taxes increased by 46.4%, from Ps. 137.8 billion in the
first three months of 2007 to Ps. 201.6 billion in the first three months of 2008, largely due to the increasesin total
sales and other revenues. Taxes and duties represented 62.8% of total salesin the first three months of 2008, as
compared to 56.8% in the first three months of 2007, because PEMEX’ s effective rate of taxes and duties rises as ail
pricesincrease.

Net (Loss)/Income

In the first three months of 2008, PEMEX reported net income of Ps. 3.3 billion on Ps. 321.5 billion in total
revenues, as compared with anet loss of Ps. 10.4 hillion on Ps. 242.8 billion in total revenuesin the first three
months of 2007. The increase in net income from the first three months of 2007 to the first three months of 2008
resulted primarily from (i) aPs. 36.6 billion increase in operating profit due to general price increases in crude ail,
natural gas and petroleum products, (ii) aPs. 30.6 billion increase in other net revenues caused primarily by the
increase in the amount of the |EPS tax credit, and (iii) a Ps. 9.6 billion improvement in comprehensive financing
result primarily due to foreign exchange gains, which more than offset a Ps. 63.9 billion increase in taxes and duties,
in each case as compared to the first three months of 2007.

Results of Operations of PEMEX, its Subsidiary Entities and Subsidiary Companies— Year Ended December
31, 2007 Compared to Year Ended December 31, 2006

The financial information set forth below has been derived from the audited consolidated financial

statements of PEMEX for the years ended December 31, 2006 and 2007. The consolidated financial information set
forth below was prepared in accordance with Mexican FRS.
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Year ended December 31,

2006 2007 2007
(millions of constant pesos (millions of
as of December 31, 2007) U.S. dollars)
Net sales
D01 1= (o PERSSSN Ps. 567,290 Ps. 592,048 U.S$ 54,485
T 010 SNSRI 535,144 542,927 49,965
SEIVICES INCOME...... ittt e e s eare e s saaeeas 1,075 1,061 98
TOtal .............................................................. 1,103,509 1,136,036 $ 104,548
COSES Of SAES.....oeecvviecieeccrei ettt 418,258 460,666 42,394
General EXPENSES ......oiveerie et 80,974 84,939 7,817
Other revenUESP(NEt) ........c..eveeeeeeeeeereeeeeeseeeeeeesieenieees 61,214 83,019 7,640
Comprehensive financing result®.............cccccooeevunne. (23,847) (20,047) (1,845)
Participation in results of subsidiaries and affiliates..... 10,074 5,545 510
Income before taxes and duties..........coceeeveeeveeveeecnenen, 651,718 658,948 60,642
Taxes and duties
Hydrocarbon extraction duties and other ................... 587,021 667,999 61,475
EXCESS gaiNS AULY .....cccecvevievieciecie e 8,224 0 0
Hydrocarbon income tax.........ceceevevevenenennsesiennenn 4915 6,030 555
INCOMETAX ...vveeeeiiie e et 4,605 3,226 297
TOtE oo 604,765 677,256 62,327
Net income (loss) for the period..........ccoccvvieiiicccnnnne Ps. 46,953 Ps. (18,308) U.S$ (1,685

(1) Conveniencetranslationsinto U.S. dollars of amountsin pesos have been made at the established exchange rate of Ps. 10.8662
= U.S. $1.00 at December 31, 2007. Such translations should not be construed as a representation that the peso amounts have been or
could be converted into U.S. dollars at the foregoing or any other rate.

(2)  Includesthe IEPS tax in 2006 and 2007, when the |EPS tax rate was negative.
(3)  Includes exchange rate losses in the amount of Ps. 2.56 billion in 2006 and Ps. 1.4 billion in 2007.
Source: Petrdleos Mexicanos.

Sales

Total salesincreased by 3.0%, from Ps. 1,103.5 billion in 2006 to Ps. 1,136.0 billion in 2007. Thisincrease
resulted primarily from a4.4% increase in domestic sales, from Ps. 567.3 billion in 2006 to Ps. 592.0 hillion in
2007, due to increased unit prices and higher volumes of sales, mainly of petroleum products. In addition, total sales
also increased due to a 1.5% increase in export sales, from Ps. 535.1 billion in 2006 to Ps. 542.9 billion in 2007, due
to higher crude oil prices.

Domestic Sales

Domestic salesincreased by 4.4% in 2007, from Ps. 567.3 billion in 2006 to Ps. 592.0 billion in 2007, due
to increased prices and volumes of sales of principal petroleum and petrochemicals products. Domestic sales of
petroleum products increased by 5.0% in 2007, from Ps. 460.8 billion in 2006 to Ps.484.1 billion in 2007, primarily
due to increases in the average domestic sales prices and a 3.0% increase in the sales volumes of petroleum
products. The 3.0% increase in the sales volumes of petroleum products, from 1,763 thousand barrels per day in
2006 to 1,816 thousand barrels per day in 2007, was primarily due to the increase in sales of gasoline and diesel.
Domestic petrochemical sales (including sales of certain by-products of the petrochemical production process)
increased by 0.3%, from Ps. 25.5 billion in 2006 to Ps. 25.6 billion in 2007, due to an increase in the domestic sales
of some of the products manufactured by Pemex-Petrochemicals, such as polyethylenes and monoethylene glycol.
Sales of natural gasincreased by 1.7% in 2007, from Ps. 80.9 billion in 2006 to Ps. 82.3 hillion in 2007, as aresult
of anincrease in average prices.
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Export Sales

Export salesincreased by 1.5% in peso termsin 2007, from Ps. 535.1 billion in 2006 to Ps. 542.9 billion in
2007. Excluding the trading activities of the PMI Group (in order to show only the amount of export sales related to
the subsidiary entities), export sales by the subsidiary entities to the PMI Group and third parties increased by 5.3%
in peso terms, from Ps. 449.8 hillion in 2006 to Ps. 473.7 billion in 2007. In dollar terms, excluding the trading
activities of the PMI Group, export sales (which are dollar-denominated) increased by 9.8% in 2007, from U.S.
$38.8 billion in 2006 to U.S. $42.6 billion in 2007. Thisincrease was mainly aresult of increased oil export prices.
The trading and export activities of the PMI Group generated additional marginal revenues of Ps. 69.2 hillionin
2007, 18.9% lower in peso terms than the Ps. 85.3 hillion of additional revenues generated in 2006, mainly dueto a
6.0% decrease in the volume of exports due to a decline in production of the Cantarell field and the closing of some
facilities due to adverse weather conditions. The weighted average price per barrel of crude oil that the PM1 Group
sold to third partiesin 2007 was U.S. $61.57, 16.1% higher than the weighted average price of U.S. $53.04 in 2006.

Export crude oil sales by Pemex-Exploration and Production to PMI accounted for 89.0% of export sales
(excluding the trading activities of the PMI Group) in 2007, as compared to 89.8% in 2006. These crude oil sales
increased in peso terms by 4.4% in 2007, from Ps. 404.0 billion in 2006 to Ps. 421.7 billion in 2007, and increased
in dollar terms by 8.9% in 2007, from U.S. $34.8 hillion in 2006 to U.S. $37.9 billion in 2007. The weighted
average price per barrel of crude oil that Pemex-Exploration and Production sold to PMI for export in 2007 was
U.S. $61.57, 15.7% higher than the weighted average price of U.S. $53.20 in 2006. The volume of crude oil exports
decreased by 6.0%, from 1,793 thousand barrels per day in 2006 to 1,686 thousand barrels per day in 2007, asa
consequence of production shut downs due to adverse weather conditions.

Export sales of petroleum products by Pemex-Refining and Pemex-Gas and Basic Petrochemicalsto the
PMI Group and third parties, including natura gas liquids, increased from 9.4% of export sales (excluding the
trading activities of the PMI Group) in 2006 to 10.5% of those export salesin 2007. Export sales of petroleum
products, including natural gas liquids, increased by 16.7%, from Ps. 42.4 billion in 2006 to Ps. 49.5 billion in 2007,
primarily due to an increase in export prices of petroleum products and in sales volume. In dollar terms, export sales
of petroleum products, including natural gas liquids, increased by 22.2%, from U.S. $3.6 billion in 2006 to U.S. $4.4
billion in 2007.

Petrochemical products accounted for the remainder of export salesin 2006 and 2007. Export sales of
petrochemical products (including certain by-products of the petrochemical process) decreased by 23.5%, from
Ps. 3.4 billion in 2006 to Ps. 2.6 billion in 2007, primarily due to a 68.7% decrease in the sales volume of benzene
and ethylene exports. This decrease was primarily dueto (i) in the case of ethylene, the end of the obligation to
fulfill export deliveries, and (ii) in the case of benzene, the styrene plant (which uses benzene for its production
process) being partially out of operation. In dollar terms, export sales of petrochemical products (including certain
by-products of the petrochemical process) decreased by 24.6% in 2007, from U.S. $288.5 million in 2006 to
U.S. $217.4 million in 2007.

Services Income

In 2006 and 2007, services income amounted to Ps. 1.1 hillion. Servicesincome relates, mainly, to
revenues obtained by Kot Insurance Ltd, from reinsurance premiums. There was no meaningful change of services
income in 2007 compared to 2006.

Other Revenues, net

Other revenues, net, increased by 35.6%, from Ps. 61.2 hillion in 2006 to Ps. 83.0 billion in 2007, primarily
due to an increase in revenues resulting from the application of the negative rate of the IEPS tax in 2007.

Costs of Sales and General Expenses

Costs of sales, transportation, distribution expenses and administrative expenses increased by 9.3%, from
Ps. 499.2 billion in 2006 to Ps. 545.6 billion in 2007. Thisincrease was mainly due to greater product purchases,
principally petroleum products such as gasoline, diesel and liquefied gas, and an increase in the charges to income
associated with labor obligations, partially offset by adecreasein PEMEX subsidiary companies cost of sales and
the inventory products favorable fluctuation.
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Due to existing price controlsimposed by the Mexican Government on gasoline, diesel and L PG products
sold in the domestic market, in 2007 PEMEX was not able to pass on all of the increases in the prices of our product
purchases to our retail customersin Mexico.

Comprehensive Financing Result

Under Mexican FRS, comprehensive financing result reflects interest income (including gains and losses
on certain derivative instruments), interest expense, foreign exchange gain or loss and the gain or loss attributable to
the effects of inflation on monetary liabilities and assets. A substantial portion of PEMEX indebtedness (77.8% at
December 31, 2007) is denominated in foreign currencies, so a depreciation of the peso resultsin foreign exchange
loss and higher interest expense in peso terms.

In 2007, comprehensive financing result improved by 15.9%, from aloss of Ps. 23.8 billionin 2006 to a
loss of Ps. 20.0 billion in 2007, primarily as aresult of the following:

Financial cost — (net). The decrease of Ps. 4.7 billion in financial cost was mainly due to anet gain of Ps.
5.9 hillion resulting from foreign currency embedded derivatives. This effect was partially offset by the cost
generated by the repurchase of certain debt instruments and to the increase of the non-capitalized interests of the
Master Trust.

Exchangerateloss. The decrease of Ps. 1.1 billion in exchange rate loss, from aloss of Ps. 2.5 hillion in
2006 to aloss of Ps. 1.4 hillion in 2007, was primarily aresult of the smaller peso depreciation against the U.S.
dollar in 2007, as compared to 2006. The peso/dollar exchange rate appreciated by 0.1% in dollar terms from
January 1 to December 31, 2007, from 10.8810 to 10.8662, while in 2006, the exchange rate depreciated by 1.0%,
from 10.7777 to 10.8810.

Monetary position result. The decrease of Ps. 2.0 billion in monetary gain was primarily due to the fact
that the inflation in 2007 (3.7590%) was less than inflation in 2006 (4.0533%).

Taxes and Duties

Hydrocarbon extraction duties and other duties and taxes (including the IEPS tax) increased by 12.0%,
from Ps. 604.8 billion in 2006 to Ps. 677.3 billion in 2007, largely due to the increase of the hydrocarbon extraction
duty, from Ps. 587.0 billion in 2006 to Ps. 663.1 billion in 2007. Thisincrease was partially offset by areduction of
the excess gains duties and of the hydrocarbon income tax. In 2007, duties and taxes represented 59.6% of total
sales and in 2006, they represented 54.8% of total sales, because PEMEX' s effective rate of taxes and duties rises as
oil pricesincrease.

Net |ncome/(Loss)

In 2007, PEMEX had aloss of Ps. 18.3 billion from Ps. 1,136.0 billion in total revenues, as compared to net
income of Ps. 47.0 billion from Ps. 1,103.5 billion in total revenues in 2006. This change resulted from the various
factors described above.

Liquidity and Capital Resour ces

A number of our financing agreements contain restrictions on () PEMEX’ s ability to create liens on its
assets to secure external indebtedness, subject to certain exceptions, (b) PEMEX's ability to enter into forward sales
of crude oil or natural gas, receivables financings and advance payment arrangements, subject to certain baskets, and
(c) PEMEX’ s ability to merge or consolidate with other entities or sell al or substantially all of itsassets. In
addition, a number of our financing agreements, including the 2018 Notes, contain events of default, including an
event of default if the Mexican Government ceases to control Petrdleos Mexicanos or Petrdleos Mexicanos or any of
the Subsidiary Guarantors ceases to have the exclusive right and authority to develop the petroleum industry on
behalf of Mexico. At April 30, 2008, PEMEX was not in default on any of its financing agreements.
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The Master Trust

PEMEX makes decisions to draw-down funds under PIDIREGA S-related financings on the basis of the
short-term obligations of the Master Trust under PIDIREGAS contracts. The Master Trust invests any excess
liquidity in short-term investments, including interest-bearing deposits at Banco de México and other foreign banks.

At December 31, 2007, cash and cash equivalents of the Master Trust totaled U.S. $1.8 hillion, its total
assets were U.S. $52.2 hillion, its long-term indebtedness totaled U.S. $44.3 hillion, its short-term indebtedness
(including interest payable of U.S. $0.40 billion) totaled U.S. $6.2 billion and its other liabilitiestotaled U.S. $1.6
billion (including accounts payable to contractors of U.S. $1.2 hillion and other accounts payable of U.S. $0.4
billion), of which short-term liabilities totaled U.S. $7.8 billion.

At March 31, 2008, cash and cash equivalents of the Master Trust totaled U.S. $2.1 hillion, its total assets
were U.S. $54.4 billion, its long-term indebtedness totaled U.S. $47.6 billion, its short-term indebtedness (including
interest payable of U.S. $0.5 billion) totaled U.S. $5.3 billion and its other liabilitiestotaled U.S. $1.0 billion
(including accounts payable to contractors of U.S. $0.8 billion and other accounts payable of U.S. $0.22 billion)of
which short-term liabilities totaled U.S. $6.3 billion.

The assets of the Master Trust consist primarily of the funds it receives through various PIDIREGAS
financings incurred directly or indirectly by the Master Trust, earnings from the short-term investment of its excess
liquidity and itsrights to receive payment from PEMEX and the Subsidiary Guarantors.

Future amortization of the Master Trust’s outstanding indebtedness of U.S. $52.4 billion at March 31, 2008
is scheduled as follows:

| ssuer
Indebtedness Amortization Schedule
Maturities
Over
2008 2009 2010 2011 2012 5Syears Total

(in millions of U.S. dollars)
US$21798 U.S$6,0403 U.S$44927 U.S$3809.7 U.S$7,1171 U.S$288056 U.S$52,4453

Financing Activities

2008 Financing Activities. During the period from January 1 to May 1, 2008, the Master Trust obtained
U.S. $268.4 million in nominal terms in loans from export credit agencies for use in financing PIDIREGAS. In
addition, PEMEX participated in the following activities:

On January 16, 2008, the Master Trust issued, through an inter-company private placement, U.S.
$2,000,000,000 of its Floating Rate Notes due in 2015; the notes were issued under the Pemex Project Funding
Master Trust's Medium-Term Note Program, Series A; all of the notes were purchased by Petr6leos Mexicanos.

On February 7, 2008, Fideicomiso F/163 issued, through a private placement in Mexico,
Ps. 10,000,000,000 of notes due in 2013; the notes bear interest at the 91-day Cetes rate plus 34 basis points; the
notes are guaranteed by Petréleos Mexicanos and the Subsidiary Guarantors.

On February 15, 2008, the Master Trust issued, through an inter-company private placement, U.S.
$1,500,000,000 of Floating Rate Notes due in 2017, under its Medium-Term Note Program, Series A; al of the
notes were purchased by Petréleos Mexicanos.

On February 29, 2008, Petréleos Mexicanos borrowed U.S.$1,000,000,000 from its syndicated revolving
facility of U.S.$2,500,000,000 entered into with a group of financial institutions on September 14, 2007. Under this
agreement, borrowings may be made by either the Master Trust or Petr6leos Mexicanos. Borrowings by the Master
Trust are guaranteed by Petréleos Mexicanos and the Subsidiary Guarantors.
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On March 28, 2008, Petréleos Mexicanos obtained, in the Mexican domestic market, a bank loan for atotal
of Ps. 10,000,000,000 at the 28-day TIIE rate plus 12 basis points; the loan matures in December 2008 and is
guaranteed by the Subsidiary Guarantors.

On March 28, 2008, Petréleos Mexicanos obtained, in the Mexican domestic market, a bank loan for atotal
of Ps. 4,000,000,000 at TIIE 28 days plus 0 basis points, due in June 2008; the loan is guaranteed by the Subsidiary
Guarantors.

On March 28, 2008, Petrdleos Mexicanos obtained, in the Mexican domestic market, a bank loan for a total
of Ps. 3,500,000,000 at the 28-day TIIE rate plus 0.075%; the loan matures in December 2008; the loan is
guaranteed by the Subsidiary Guarantors.

On May 13, 2008, the Master Trust issued, through an inter-company private placement, U.S.
$500,000,000 of Floating Rate Notes due in 2021, under its Medium-Term Note Program, Series A; al of the notes
were purchased by Petrdleos Mexicanos.

On May 19, 2008, the Master Trust issued, through an inter-company private placement, U.S.
$500,000,000 of Floating Rate Notes due in 2021, under its Medium-Term Note Program, Series A; al of the notes
were purchased by Petr6leos Mexicanos.

The inter-company private placements described above did not increase PEMEX’ s consolidated net
indebtedness.

2007 Financing Activities. During the period from January 1 to December 31, 2007, PEMEX obtained
U.S. $7.3 million in nominal termsin loans from export credit agencies and the Master Trust obtained U.S. $1,002.6
million in nominal termsin loans from export credit agencies for usein financing PIDIREGAS. In addition,
PEMEX participated in the following activities:

The Master Trust issued, through inter-company private placements, nine series of floating rate notes under
its Medium-Term Note Program, Series A; all of the notes were purchased by Petréleos Mexicanos; the details of
each series are described below:

Issue Date Principal Amount Maturity Date
February 2, 2007 U.S. $2,000,000,000 December 17, 2012
March 16, 2007 U.S. $2,500,000,000 December 16, 2016
May 4, 2007 U.S. $1,500,000,000 December 15, 2014
June 22, 2007 U.S. $2,000,000,000 December 15, 2020
July 27, 2007 U.S. $1,000,000,000 December 15, 2023

August 24, 2007
October 12, 2007
October 26, 2007
November 26, 2007

U.S. $1,000,000,000
U.S. $1,000,000,000
U.S. $1,000,000,000
U.S. $1,697,000,000

December 15, 2023
December 15, 2017
December 15, 2017
December 15, 2015

On December 13, 2007, Fideicomiso F/163 issued, through an inter-company private placement,
Ps. 10,000,000,000 of floating rate debt securities due in 2013, all of which were purchased by Petréleos Mexicanos.

The intercompany private placements described above did not increase PEMEX’ s consolidated net
indebtedness.

On October 18, 2007, the Master Trust utilized the full amount of its syndicated revolving credit facility of
U.S. $2,500,000,000 entered into on September 7, 2007; under this agreement, borrowings may be made by either
the Master Trust or PEMEX; the facility bearsinterest at arate per annum of London Interbank Offered Rate
(“LIBOR”) plus 0.20% (tranche A) and 0.25% (tranche B); the facility maturesin 2010 and 2012 and each of the
tranches can be extended twice for a period of one year. Thisfacility replaced the two previous syndicated
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revolving credit facilities, each in the amount of U.S. $1,250,000,000. Borrowings by the Master Trust under the
facility are guaranteed by Petréleos Mexicanos and the Subsidiary Guarantors.

On October 22, 2007, the Master Trust issued U.S. $1,500,000,000 of 5.75% Notes due 2018 and
U.S. $500,000,000 of 6.625% Bonds due 2035 under its Medium-Term Note Program, Series A; the notes and
bonds are guaranteed by Petréleos Mexicanos and the Subsidiary Guarantors.

During the second quarter of 2007, the Master Trust repurchased in the open market a certain amount of its
outstanding U.S. dollar-denominated debt securities with maturities between 2008 and 2027, aswell as a certain
amount of its U.S. dollar-denominated perpetua notes. The total principal amount repurchased was equal to U.S.
$1,139.7 million in the aggregate. The table below sets forth the results of the open market transactions:

Aggregate Principal

Amount
Aggregate Principal Repurchased in Aggregate Principal
Amount Outstanding Open Market Amount Outstanding
Title of Purchased Securities ISIN before Repur chases Transactions after Repurchases
8.50% Notes due 2008 US706451AA95 U.S$ 984,674,000 U.S$ 54,595,000 U.S$ 930,079,000
6.125% Notes due 2008 US70645KAK51 33,742,000 9,911,000 23,831,000
6.125% Notes due 2008 US706451AM 34 716,258,000 6,414,000 709,844,000
9.375% Notes due 2008 US706451BA 86 487,600,000 18,999,000 468,601,000
7.875% Notes due 2009 US706451AE18 995,449,000 87,846,000 907,603,000
Floating Rate Notes due 2009 USU70577AG35 424,550,000 40,000,000 384,550,000
Floating Rate Notes due 2010 USU70577AJ73 847,676,000 95,505,000 752,171,000
Floating Rate Notes due 2010 US706451AP64 652,324,000 8,000,000 644,324,000
9.125% Notes due 2010 US706451AB78 998,206,000 70,382,000 927,824,000
8.000% Notes due 2011 US706451AF82 743,614,000 12,566,000 731,048,000
Floating Rate Notes due 2012 US70645K AR05 496,410,000 62,859,000 433,551,000
7.375% Notes due 2014 US706451AH49 1,747,650,000 196,591,000 1,551,059,000
5.750% Notes due 2015 US706451BF73 1,749,457,000 28,510,000 1,720,947,000
9.250% Notes due 2018 US706451BB69 339,915,000 5,000,000 334,915,000
8.625% Notes due 2022 US706451AG65 969,990,000 215,756,000 754,234,000
9.500% Notes due 2027 US706451BD26 790,497,000 217,164,000 573,333,000
7.75% Perpetual Notes XS0201926663 1,750,000,000 9,598,000 1,740,402,000

On October 10, 2007, the Master Trust launched two sets of tender offers. In thefirst, the Master Trust
offered to purchase for cash any and all of the outstanding principal amounts of certain debt securitiesissued by the
Master Trust (the “Any and All Tender Offers’). The Master Trust purchased the following securitiesin its Any and
All Tender Offers, which closed in October 2007.
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Aggregate

Principal
Outstanding Aggregate Principal Amount
Principal Amount Amount Tendered Outstanding
Before and Not After
Series of Securities ISIN Tender Offers Withdrawn Tender Offers
5.750% Notes due 2015 ..........cccoverenennee US706451BF73 U.S$ 1,720,947,000 U.S.$1,486,575,000 U.S.$ 234,372,000
7.375% Notes due 2014 ...........c.ccceeeenenne. US706451AH49 1,551,059,000 1,188,064,000 362,995,000
7.375% Notesdue 2014 ...........cccceeeereenne US70645KAM 18 210,000 210,000 0
8.000% Notes due 2011 ... US706451AF82 731,048,000 548,874,000 182,174,000
8.000% Notes due 2011 ..........ccccevvnnenee US70645K AE9L 6,386,000 820,000 5,566,000
8.625% Bonds due 2022..............coounee. US706451AG65 754,234,000 593,989,000 160,245,000
8.625% Bonds due 2022..............ccccoenee. US70645JAH59 20,000,000 20,000,000 0
8.625% Bonds due 2022..............cccccveunn US70645K AH23 10,010,000 10,010,000 0
8.625% Guaranteed Bonds due 2023....... US706451BC43 225,395,000 118,888,000 106,507,000
8.625% Guaranteed Bonds due 2023....... US70577AR99 109,000 109,000 0
9Y4% Guaranteed Bonds due 2018.......... US706451BB69 334,915,000 227,806,000 107,109,000
9Y4% Guaranteed Bonds due 2018.......... USU70577AQ17 457,000 350,000 107,000
9.50% Guaranteed Bonds due 2027 ........ US706451BD26 573,333,000 354,116,000 219,217,000
9.50% Guaranteed Bonds due 2027 ........ US706451AW16 385,000 100,000 285,000
9.50% Guaranteed Bonds due 2027 ........ USU70577A572 6,440,000 150,000 6,290,000

In a second tender offer, the Master Trust offered to purchase for cash a portion of the outstanding principal
amounts of certain debt securities issued by the Master Trust (the “Partial Tender Offers”), on the terms and subject
to the conditions set forth in its offer to purchase dated October 10, 2007 and the accompanying letter of transmittal.
The Master Trust purchased the following securitiesin its Partial Tender Offersin November 2007.

Agoregate
Outstanding Agoregate Principal
Principal Principal Final Amount
Amount Amount Principal Outstanding
Before Tendered and Purchase Final After
Series of Securities ISIN Tender Offers Not Withdrawn Amount Factor Tender Offers

8.50% Notes due 2008.... US706451AA95 U.S.$ 930,079,000 U.S$585,957,000 U.S.$ 113,084,000 19.4226% U.S$ 816,995,000
US70645JAC62 30,000 30,000 10,000 20,000
US70645K AC36 15,296,000 958,000 180,000 15,116,000
6.125% Notes due 2008.. US706541AM34 709,933,000 438,750,000 423,533,000 96.5586% 286,400,000
US70645K AK51 23,742,000 16,932,000 16,342,000 7,400,000
9.375% Guaranteed US706541BA86 468,601,000 350,928,000 173,826,000 49.5679% 294,775,000
Notes due 2008............... USU70577AP34 5,267,000 2,123,000 1,049,000 4,218,000
7.875% Notes due 2009.. US70645JAK88 907,603,000 578,202,000 109,876,000 18.9736% 797,727,000
US70645K AG40 4,451,000 1,550,000 293,000 4,158,000
9.125% Notes due 2010.. US706451AB78 927,824,000 477,445,000 374,969,000 78.7345% 552,855,000
US70645K AB52 1,594,000 140,000 110,000 1,484,000

The open market purchases and tender offers described above were part of PEMEX’s ongoing efforts to
manage its external liabilities.

Financing Activities of Pemex Finance, Ltd.

Commencing on December 1, 1998, PEMEX, Pemex-Exploration and Production, P.M.I Comercio
International, S A.deC.V., or PMI, and P.M.I. Services, B.V. have entered into several agreements with Pemex
Finance, Ltd. Under these contracts, Pemex Finance, Ltd. purchases certain existing PMI accounts receivable for
crude oil aswell as certain accounts receivable to be generated in the future by PMI related to crude oil. The
receivables sold are those generated by the sale of Maya crude oil to designated customers in the United States,
Canadaand Aruba. The net proceeds obtained by Pemex-Exploration and Production from the sale of such

S24



receivables under the agreements are utilized for PIDIREGAS expenditures. Pemex Finance, Ltd. obtains resources
for the acquisition of such accounts receivable through the placement of debt instruments in the international
markets.

As of December 31, 2007, the outstanding debt of Pemex Finance, Ltd. was composed of U.S. $1.53 billion
aggregate principal amount of notes with maturities ranging from 2008 to 2018 and interest rates ranging between
8.875% and 10.61%, as well as two series of floating rate notes.

2008 Financing Activities. On each of February 15 and May 15, 2008, Pemex Finance, Ltd. made
payments of U.S. $83.3 millionin principal of its notes. Pemex Finance, Ltd. has not incurred any additional
indebtedness during 2008.

2007 Financing Activities. During 2007, Pemex Finance, Ltd. made payments of U.S. $387.0 millionin
principal onits notes. Pemex Finance, Ltd. did not incur any additional indebtedness during 2007.

Funds from Operating, Financing and Investing Activities

During 2007, under Mexican FRS, net funds provided by operating activities were Ps. 217.0 billion, a
33.0% increase from Ps. 163.1 billion provided in 2006. Funds from net loss, which were Ps. 18.3 billion in 2007,
(as contrasted with a net income of Ps. 47.0 billion in 2006) plus items that did not require cash outlays totaled
Ps. 147.1 billion in 2007, as compared to Ps. 198.8 billion in 2006. Reductions in net indebtedness and payments of
pensions, seniority benefits and other post retirement obligations resulted in a net outflow of funds totaling Ps. 106.7
billion in 2007, as contrasted with Ps. 25.5 billion of funds provided by financing activities in 2006. During 2007,
PEMEX applied net funds of Ps. 129.2 billion for net investments at cost in fixed assets (Ps. 134.7 billion of new
investments and capitalized interest, Ps. 4.5 hillion of other inflation effects, less Ps. 10.0 billion in dispositions of
fixed assets), and Ps. 11.2 billion in equity investments, as compared to Ps. 109.1 billion for net investments at cost
in fixed assets (Ps. 104.6 billion of new investments and capitalized interest, Ps. 7.8 billion of other inflation
effects, less Ps. 3.2 billion in dispositions of fixed assets) in 2006 and Ps. 48.7 hillion in equity investments.

At December 31, 2007, PEMEX’ s cash and cash equivalents totaled Ps. 171.0 billion, as compared to
Ps. 195.8 billion at December 31, 2006. Based on past experience, PEMEX expects to generate sufficient working
capital through:

e cash flow generated from operations;

e theissuance of certificados bursatiles (peso-denominated publicly-traded notes) in the domestic
market;

e theissuance of other debt securitiesin the international capital markets;

o therenewal of existing and the entering into of new lines of credit from international and local
commercial banks; and

e other additional financing activities.
On September 7, 2007, PEMEX established a new syndicated revolving credit facility for U.S.$2,500
million. As of December 31, 2007, the outstanding balance of this facility used by the Master Trust was U.S. $2,500

million and as of March 31, 2008, the outstanding balance of this facility was U.S. $1,500 million used by the
Master Trust and U.S. $1,000 million used by Petrdleos Mexicanos.

Indebtedness

The following table sets forth the analysis of PEMEX’ s total indebtedness as of December 31, 2007 based
on short- and long-term debt and fixed or floating rates:
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In millions
of U.S. dollars

Short-term debt
Lines of credit with variable interest rates established under
committed credit facilities with various international

(601001001= (O L= 072181 TRR TR Uss$ 4,377
Lines of credit with fixed iNterest rates.........oovveeveevivee e 2,614
Total Short-term deDt ... Uuss$ 6,991

Long-term debt
Instruments with fixed annual interest rates ranging from 3.23%

to 10.61% and maturities ranging from 2008 t0 2035 .........ccccceevereenne. US.$ 20932
Variablerateinstruments
Drawings under lines of credit based on LIBOR and other

variable rates with maturities ranging from 2008 to 2018...................... UsS$ 10,651
Floating rate notes with maturities ranging from 2008 to 2014 ................ 7,513
Total variablerateinstrUments........cccoeerrenrneenseeesee s 18,164
Total [ong-term debt ..o US$ 39,096
Total INAEDLEANESS™.......oooorrrreerereeesesees s US.$ 46,087

(1)  Excludes accrued interest and includes notes payable to contractors.

Asof March 31, 2008, PEMEX’s total indebtedness was U.S. $47,350 million, U.S. $38,841 million of
which was long-term debt and U.S. $8,509 million of which was short-term debt. 49.0% of PEMEX’s total
indebtedness as of March 31, 2008 accrues interest at variable rates.
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The portion of our total debt at December 31, 2007 corresponding to borrowings of the Master Trust and
the Fideicomiso F/163 was U.S. $41.1 billion, composed as follows:

In millions
of U.S. dollars

Master Trust
L ong-term debt
Instruments with fixed annual interest rates ranging from 3.23% to

9.5% maturities ranging from 2008 to 2035.........ccccccvevrereeerenenns U.S$ 14,592
Drawings under lines of credit based on LIBOR and other variable

rates maturities ranging from 2008 t0 2018 ............cccooeververeennne. 9,528
Floating rate notes with maturities ranging from 2008 to 2012 ..... 2,543
Obligation to Pemex-Exploration and Production in respect of

funds allocated to the Master Trust relating to the sale of

accounts receivables by PMI to Pemex Finance, Ltd............... 1,166
Intercompany private placements at fixed rate® ...........cccccoovvuenn.
Intercompany private placements at variablerate” ................. 16,697
Short-term debt
Lines of credit with variable interest rates established under

committed credit facilities with various international

commercial banks .......ccccvveevericeciseee e UsS$ 3676
Lines of credit with fixed interest rates.........cocevvvevereneienerenennen. 1,779
Obligation to Pemex-Exploration and Production in respect of

funds allocated to the Master Trust relating to the sale of

accounts receivable by PMI to Pemex Finance, Ltd. % ............... 325
Total Master Trust’sindebtedness.......cccecvvvreeveneienenie s 50,306
Total Master Trust’s Intercompany debt..........cccceeveveeevnenenee. 18,188
Total Consolidated borrowings of the Master Trust................. 32,118
Fideicomiso F/163
L ong-term debt
Instruments with fixed annual interest rates ranging from 8.38% to

11% and maturities ranging from 2008 to 2019............ccccceruenee. Uss$ 2937
Drawings under lines of credit based on LIBOR and other variable

rates and maturities ranging from 2008 to 2014 ..........c.ccceeuennee. 5,655
Intercompany private placements at floating rates? .................... 2,945
Short-term debt
Lines of credit with variable interest rates established under

committed credit facilities with various national commercial

DANKS ...t Uu.s$ 309
Lines of credit with fixed interest rates.........ccocvvvvvivvvvivvcenerceeene 95
Total Fideicomiso F/163 sindebtedness..........ccccoceieveicncnnenne. 11,941
Total Fideicomiso F/163's Intercompany debt ..........ccccceveeneee. 2,945
Total Consolidated borrowings of the Fideicomiso F/163......... US$ 899%
Total INter company dEDL ............ovveeeeeeeeeereeeeeeseeeseseeeseeeseseee US$ 21133
Total Consolidated Indebtedness of Pemex Project Funding

Master Trust and Fideicomiso F/163...........ccoocourmmmrvviennninns US$ 41114

Note: Numbers may not total due to rounding.

(1) Thisamount is not reflected in our consolidated financial statements due to the offsetting effects of the consolidation of the results
of Pemex-Exploration and Production, the Master Trust and Pemex Finance, Ltd. (i.e., the effects of intercompany indebtedness are
eliminated).

(2)  Intercompany private placements do not increase PEMEX' s total indebtedness, since their balances are eliminated in the
consolidation.

(3)  Excludes accrued interest and notes payable to contractors.
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The table below sets forth PEMEX’ s total indebtedness as of December 31 for each of the five years from

2003 to 2007.

Total |ndebtedness of PEM EX
Year Ended December 31, @

2003 2004 2005 2006 2007

(in millions of U.S. dollars)®

Domestic Debt in Various Currencies....... US$ 2900 U.S$ 6530 U.S$ 10,416 U.S.$10,885 U.S.$ 9,227
External Debt®

MYRA® et US$ 153 US$ 77 USS 38 -
Other direct bank 10anS®...........cocvvun.... 2,769 1,789 1,186 686 3,013
Securities
BONAS™ ... 16,285 22,133 25,931 27,583 20,766
Commercial Paper......cccceeeverivreereenn 432 - - - -

Total SECUritieS ......covveveeercrereens 16,717 22,133 25,931 27,583 20,766

Trade financing®
Acceptance liNeS.......cccvvvveererenennn. 540 - - - -
Advances from commercia 3,323 2,409 4,370 4,310 4,250
DANKSD ...,

Tota trade financing.................. 3,863 2,409 4,370 4,310 4,250
Purchasing 10ans™...........ccoocomveereinrines 387 366 309 257 171
Financial 1€ases.........ccovvvveeevveivceeee e 254 197 153 70 —
Export credit agency loans
(project finance) ™ .........ccoovveevereeeen. 4,636 5,471 6,322 7,439 7,434
Notes payable to contractors.................... 1,195 1,186 1,068 952 1,227

Total external debt .......oeevvveveeeeeeann, U.S$ 29974 U.S$33,628 U.S$ 39,377 U.S.$41,297 U.S.$36,861
Total Indebtedness®.........coveeeveeereceerenne. U.S$ 32,874 U.S$40,158 U.S$ 49,793 U.S.$52,183 U.S.$46,087

Note: Numbers may not total due to rounding.

@
@

©)

O]

®
(6)
U]

®
©

(10)
(1

Figures do not include accrued interest. Accrued interest was U.S. $459 million, U.S. $231 million, U.S. $95 million, U.S. $139 million
and U.S.$ 5.4 million at December 31, 2003, 2004, 2005, 2006 and 2007, respectively.

Includes U.S. $22.5 billion, U.S. $26.0 billion, U.S. $32.9 billion, U.S. $35.5 billion and U.S. $ 32.1 of indebtedness of the Master Trust as
of December 31, 2003, 2004, 2005, 2006 and 2007, respectively, and U.S. $1.4 hillion, U.S. $5.5 billion, U.S. $9.9 hillion, U.S. $10.6
billion and U.S. $ 8.9 hillion of indebtedness of Fideicomiso F/163 as of December 31, 2003, 2004, 2005, 2006 and 2007, respectively.
Indebtedness payable in currencies other than U.S. dollars was first converted into pesos for accounting purposes at the exchange rates set
by Banco de México and then converted from pesosto U.S. dollars at the following exchange rates: Ps. 11.236 = U.S. $1.00 for 2003,

Ps. 11.2648 = U.S. $1.00 for 2004, Ps. 10.7777 = U.S. $1.00 for 2005, Ps. 10.8810 = U.S. $1.00 for 2006 and Ps. 10.8662 = U.S. $1.00 for
2007. See Notes4 and 10 to our consolidated financial statementsincluded herein.

Indebtedness payabl e other than in pesos and owed to persons or institutions having its head office or chief place of business outside
Mexico, and payable outside the territory of Mexico.

Multi-Y ear Restructuring Agreement.
Includes U.S. $2.5 hillion of revolving credit in 2007.

Includes, in 2004, 2005, 2006 and 2007, issuance by RepCon Lux, S.A. of U.S. $1.37 billion of its 4.5% Guaranteed Exchangeable Bonds
due 2011 and in 2005, 2006 and 2007, U.S. $2.3 hillion, U.S. $1.9 billion and U.S. $ 1.5 hillion, respectively, of bondsissued by Pemex
Finance, Ltd. See“—Financing Activities of Pemex Finance, Ltd.”

To finance external trade of crude oil and derivatives.

Includes indebtedness of the Master Trust in trade financing advances from commercial banks of U.S. $3.2 hillion as of December 31,
2003, U.S. $2.4 hillion as of December 31, 2004, U.S. $4.4 billion as of December 31, 2005, U.S. $4.3 billion as of December 31, 2006
and U.S. $ 4.25 hillion as of December 31, 2007.

To finance imports of equipment and spare parts.

Includes U.S. $4,529 million, U.S. $5,428 million, U.S. $6,285 million, U.S. $7,409 million and U.S.$ 7,411 million of indebtedness of the
Master Trust as of December 31, 2003, 2004, 2005, 2006 and 2007, respectively.

Source: Petrdleos Mexicanos.
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Capital Expendituresand Investments
Overview

PEMEX must make significant capital expenditures to maintain its current production levels and increase
Mexico’s hydrocarbon reserves, which have declined in recent years. PEMEX funds its annual budget (not including
its long-term productive infrastructure projects, referred to as PIDIREGAS) through revenue generated by
PEMEX’s own operations and financing activities. Capital expenditures are undertaken by PEMEX and the
subsidiary entities. Capital expenditures and operating expenses must be authorized in PEMEX's annual budget,
which is approved by the Mexican Congress. PIDIREGAS are long-term productive infrastructure projects funded
through financing activities of the Master Trust and the Fideicomiso F/163 or directly by a contractor and must also
be authorized in a budget approved by the Mexican Congress. Thus, each year, PEMEX submits proposals to and
negotiates with the Mexican Government regarding how PEMEX’ s after-tax funds should be allocated. Mexican
Government budget cuts, reductions in PEMEX’ sincome and inability to obtain financing may limit PEMEX’s
ability to make capital expenditures. See “Risk Factors—Risks Factors Related to the Operation of PEMEX—
PEMEX must make significant capital expenditures to maintain its current production levels and increase Mexico's
hydrocarbon reserves. Mexican Government budget cuts, reductions in PEMEX’s income and inability to obtain
financing may limit PEMEX’ s ability to make capital expenditures’ in the Offering Circular.

PIDIREGAS. Animportant component of PEMEX’s capital expenditures are PIDIREGAS. Because of
federal budgetary constraints, the Mexican Government has sought private sector participation in the building and
financing of PIDIREGAS. The Mexican Government approves the designation of certain infrastructure projects as
PIDIREGAS. Thisdesignation means that these projects are treated as off-balance sheet items for annual budgetary
purposes and under governmental standards, until delivery of the completed project to PEMEX or until PEMEX’s
payment obligations begin under the contract. For Mexican FRS purposes, all PIDIREGAS financings and assets
areincluded in PEMEX’ s balance sheet.

In recent years, PIDIREGAS have represented a significant portion of PEMEX’ stotal annual capital
expenditures. PIDIREGAS capital expenditures alone totaled, in nominal terms, Ps. 124.3 billion in 2007 (83.6% of
PEMEX’s total capital expenditures), Ps. 106.1 billion in 2006 (86.5% of its total capital expenditures) and Ps. 86.6
billion in 2005 (82.8% of itstotal capital expenditures). For 2008, PEMEX has budgeted, in nominal terms,

Ps. 130.8 billion for PIDIREGAS capital expenditures (or approximately 84.3% of its total budgeted capital
expenditures).

The following table sets forth PEMEX’ s capital expenditures for PIDIREGAS for the five years ended
December 31, 2007, and the budget for such expenditures for 2008.
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PIDIREGAS Expenditures

Year ended December 31, ¥@

Budget
2003 2004 2005 2006 2007 20089
(millions of nominal pesos) (millions of
constant 2008
pesos)
Pemex-Exploration and Ps. 79,435 Ps. 109,638 Ps. 101,823 Ps. 121,929 Ps. 141,769 Ps. 174,962
Production........cccccceveeveeinnnnnns
Pemex-Refining.......cccccoeevvevenene 14,134 445 2,459 7,861 8,855 9,282
Pemex-Gas and Basic 1,105 537 1,270 477 1,696 1,529
Petrochemicals.........ccccceevenen.
Pemex-Petrochemicals................. — — — — 217 748
Total PIDIREGAS.........ccccouu.ee. 94,674 110,620 105,552 130,267 152,538 186,520
Maintenance by Pemex-
Exploration and Production
included in PIDIREGAS
Expenditures™ ..........c.ccoone.n.. 21,749 19,802 18,942 24,209 28,227 95,675
Total PIDIREGAS Capital
EXpenditures........cooeveeeeeeeeenne. Ps. 72,925 Ps. 90,818 Ps. 86,610 Ps.106,058 Ps.124,311 Ps.130,845

Note: Numbers may not total due to rounding.

(1)  Includes capitalized interest during construction period.

(2)  Amounts based on cash basis method of accounting.

(3) Approved budget.

(4  Maintenance expenditures are not capitalized in accordance with Mexican FRS.
Source: Petrdleos Mexicanos.

The following table sets forth PEMEX’ s approved capital expenditures budget for PIDIREGAS projects for
2008 through 2011.

PIDIREGAS Approved Budget Expenditures

Year ended December 31, D@

2008 2009 2010 2011
(millions of constant 2008 pesos)

Pemex-Eprqration and Production..........ccceeeveeviecennenen, Ps. 174,962 Ps. 155,951 Ps. 147,171 Ps. 131,375
PeEMEX-REFINING ... 9,282 13,584 31,792 12,768
Pemex-Gas and Basic Petrochemicals.........c.ccocvcvvienniniennn 1,529 92 — —
Pemex-PetroChemiCals.........covvvireninennie e 748 1,631 3,015 1,405
Total PIDIREGAS Expenditures Budget .........cccccvenenene 186,520 171,259 181,979 145,548

Produdion naluded i PTOTREGAS Expend

oductjon included in enditures

Buagey o uded In PIDIREGAS = P . 55675 35308 33348 20,807

Total PIDIREGAS Capital Expenditures Budget ........... Ps. 130,845 Ps. 135951 Ps. 148,631 Ps. 115741

Note: Numbers may not total due to rounding.

(1)  Amounts based on cash basis method of accounting.

(2)  Includes capitalized interest during the construction period.

(3) Maintenance expenditures are not capitalized in accordance with Mexican FRS.
Source: Petrdleos Mexicanos.
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Non-PIDIREGAS Capital Expenditures. In addition to the Ps. 124.3 billion spent on PIDIREGAS in 2007,
in nominal terms PEMEX spent Ps. 12.6 billion in 2007 on other capital expenditures excluding PIDIREGAS
(which PEMEX refersto as non-PIDIREGAS capital expenditures), which represents a 24.1% decrease from the
Ps. 16.6 billion in nominal terms of non-PIDIREGAS capital expendituresin 2006. Of the Ps. 12.6 billion in non-
PIDIREGAS capital expenditures during 2007, PEMEX allocated Ps. 2.0 billion (or 15.9% of total non-
PIDIREGAS capital expenditures) to exploration and production programs.

PEMEX has budgeted atotal of Ps. 24.3 billion in nominal terms for non-PIDIREGAS capital expenditures
in 2008. PEMEX expectsto direct Ps. 2.7 hillion (or 11.1% of total non-PIDIREGAS capital expenditures) to
exploration and production programs in 2008. In addition to PEMEX’ s budgeted capital expenditures, the Mexican
Congress alocates money in PEMEX’ s budget to make principal payments on PEMEX’s PIDIREGAS debt. These
payments are expected to total Ps. 48.6 hillion in 2008. The amounts allocated by the Mexican Congress to make
payments on PEMEX's PIDIREGAS debt are not included in any of the tables or discussions of capital expenditures
herein, as these amounts do not reflect actual capital expenditures.

PEMEX’s non-PIDIREGAS capital expenditures for the five years ended December 31, 2007 and budgeted
for 2008 and 2009 were distributed and budgeted among the subsidiary entities as follows:

Non-PIDIREGAS Capital Expenditures®

Y ear ended December 31,

Budget
2003 2004 2005 2006 2007 2008 @®
(millions of nominal pesos)

Pemex-Exploration and

Production™ ... Ps 3305 Ps 957 Ps 7566  Ps 4631  Ps 2021  Ps 2705  Ps
Pemex-Refining.........cccceveirenenee 5,744 4,647 6,542 7,369 7,124 12,564
Pemex-Gas and Basic

Petrochemicals...........ccccocu..... 2,148 1,961 1,936 2,845 2,308 5,097
Pemex-Petrochemicals.... 1,627 1,598 1,530 1,426 922 3,057
Petrdleos Mexicanos.................... 549 343 388 349 227 896
Total Non-PIDIREGAS Capital
EXPENGItUrES v Ps. 13,373 Ps. 9506  Ps. 17962  Ps 16,619 Ps. 12,602 Ps. 24319  Ps 26,063

Note: Numbers may not total due to rounding.

(1) Thereareno capital expenditures at the subsidiary company level.

(2)  Amended capital budget for 2008, which includes resources provided by Article 25 of the Federal Budget Law.
(3) The 2008 non-PIDIREGAS budget is subject to revision if our revenues increase.

(4)  Subject to approval by the Mexican Congress during the 2009 budgetary process.

(5) Maintenance expenditures are not capitalized in accordance with Mexican FRS and, consequently, have been excluded from the Non-
PIDIREGAS capital expenditures.

Source: Petréleos Mexicanos.

PEMEX expects to obtain the required approvals to increase its capital expenditures budget for the years
2009 through 2011, including PIDIREGAS and Non-PIDIREGA S expenditures, but PEMEX cannot assure you that
these additional expenditureswill be approved.

Commitments for Capital Expenditures and Sources of Funding

PEMEX’s current aggregate commitments for capital expenditures, including both PIDIREGAS and non-
PIDIREGAS capital expenditures, total approximately Ps. 155.2 hillion for 2008. PEMEX’s ability to make capital
expenditures is limited by the substantial taxes and duties that it pays, and cyclical decreasesin its revenues
primarily related to oil prices. In addition, budget cuts imposed by the Mexican Government and the availability of
financing may also limit PEMEX’ s ability to make capital expenditures. See “ Risk Factors—Risks Factors Related
to the Operation of PEMEX— PEMEX must make significant capital expenditures to maintain its current
production levels and increase Mexico' s hydrocarbon reserves. Mexican Government budget cuts, reductionsin
PEMEX’s income and inability to obtain financing may limit PEMEX’ s ability to make capital expenditures’ in the
Offering Circular.
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PEMEX’s current commitments for capital expenditures have increased in recent years as compared to
previous years. PEMEX plans to fund these expenditures through the financing activitiesin which PEMEX has
engaged in the past as well as new sources. PEMEX has funded and it expects to continue to fund its commitments
for PIDIREGAS capital expenditures primarily through the issuance of debt securitiesin capital markets
transactions, inter-company private placements, commercial bank syndicated loans, bilateral loans from commercial
banks and guaranteed loans from export credit agencies. To alesser extent, PEMEX may decide to use Pemex
Finance, Ltd. to fund some PIDIREGAS if PEMEX considersit advisablein light of market conditions. The
securities that PEMEX issues vary in tenor, amount, currency and type of interest rate. PEMEX may issue debt
securitiesin U.S. dollars, Japanese yen, euros, pounds sterling or pesos, among others; these securities may be
issued with fixed or floating rates and with maturities of one or more years including perpetual debt securities,
depending on market conditions and funding requirements. Commercia bank syndicated loans may be established
with single or multiple tranches with varying maturities. Bilateral loans may vary in tenor and range. See also “—
Liquidity and Capital Resources — Financing Activities’.

Since 2003, PEMEX has from time to time issued debt securities denominated in pesos or certificados
bursétiles (publicly-traded notes) in the domestic market. Because the domestic market has demonstrated
significant growth over the past few years, PEMEX believes that this market represents a good aternative source of
PIDIREGAS funding, offering competitive conditionsin terms of tenor, amount and type of interest rates, and as a
result PEMEX plans to continue issuing such securities in the Mexican domestic market. Additionally, we may
fund some PIDIREGAS through commercial bank loans denominated in pesos.

Inter-company private placements are debt securities issued by the Master Trust or by Fideicomiso F/163
and purchased by PEMEX at prevailing market conditions. Under this program, which allows PEMEX to invest
part of its cash position in debt securities for usein PIDIREGAS, PEMEX has been able to obtain significant
benefits because the interest rate paid by these entities to PEMEX exceeds the average return onits cash
investments. Additionally, the inter-company private placements do not increase PEMEX’ s total indebtedness on a
consolidated basis since they are eliminated as part of the consolidation process. PEMEX obtained all the required
legal and corporate authorizations to establish this program. As described in “—Financing Activities’, as of the date
of this Final Terms PEMEX has issued U.S. $4.5 billion in debt securities through inter-company private placements
by the Master Trust or Fideicomiso F/163 to Petréleos Mexicanos, and it expectsto issue additional securities under
this program over the rest of the year.

Non-PIDIREGAS investments are funded mainly through PEMEX’ s operating revenues, and, to alesser
degree, financing activities. These financing activities consist primarily of loans from export credit agencies. These
loans are usualy structured with maturities ranging between five and ten years.

In order to be able to carry out its planned capital expenditure program, PEMEX will need to seek
financing from a variety of sources, and it cannot guarantee that it will be able to obtain financing on terms that
would be acceptable to it. PEMEX’sinahility to obtain additional financing could have an adverse effect on its
planned capital expenditure program and result in its being required to limit or defer this program.
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Business Overview

Set forth below is selected summary operating datarelating to PEMEX.

Year ended Three months ended
December 31, March 31,
2006 2007 2007 2008
Operating Highlights
Production
Crude oil (tbpd) ...cccovveveereeeeerereveeiens 3,256 3,082 3,158 2,911
Natural gas (mmcfpd)......cccceevvrevenennnnn, 5,356 6,058 5,816 6,586
Refined products (thpd) ........cccceevveennns, 1,546 1,511 1,585 1,497
Petrochemical S (Mt) ....o.ovveveveeeeereen, 10,961 11,756 2,954 3,043
Monthly average crude oil exports (tbpd)
(0] 171 o= 1S 231 173 225 141
[SEAMUS ...t 68 41 27 37
YNz S 1,494 1,472 1,459 1,321
TOtaAl.oeeeec e, 1,793 1,686 1,710 1,499
Value of crude oil exports
(valuein millions of U.S dollars) ............ 34,707 37,932 7,368 11,337
Monthly average PEMEX crude oil export
prices per barrel®
(01141 o= S US$ 6467 US$ 708 USS$S 577 USS$S 9810
IStMUS ..., 57.29 69.92 52.3 96.57
Y7 51.10 60.37 46.2 81.21
Weighted average price™ ..........ccccouvune... 53.04 61.64 47.7 83.13

Monthly average West Texas Intermediate

crude oil average price per barrel®......... US$ 6604 US$S 7220 US$ 5805 USS$

Notes: Numbers may not total due to rounding.

@
@
®
4
®)

tbpd = thousands of barrels per day; mmcfpd = millions of cubic feet per day; mtpy = thousands of tons per year
Excludes ethane and butane gases.

Subject to adjustment to reflect the percentage of water in each shipment.

Average price during period indicated based on billed amounts.

On May 19, 2008 the weighted average price of PEMEX’s crude oil export mix was U.S. $106.26 per barrel.

On May 19, 2008, the West Texas Intermediate crude oil spot price was U.S. $127.07 per barrel.

Sources. Petr6leos Mexicanos.

97.86

Crude oil production decreased 7.8% to 2,911 thousands of barrels per day in the first quarter of 2008 from
3,158 thousands of barrels per day in the first quarter of 2007 and decreased 5.3% to 3,082 thousands of barrels per
day in 2007 from 3,256 thousands of barrels per day in 2006. These decreases are largely due to adeclinein
production of heavy crude oil of 9.9% and 16.7% in the Cantarell field in the first quarter of 2008 and in 2007,
respectively as aresult of the natural and expected decline of the Cantarell field.

Natural gas production increased 13.2% to 6,586 millions of cubic feet per day in the first quarter of 2008
from 5,816 millions of cubic feet per day in the first quarter of 2007 and increased 13.1% to 6,058 millions of cubic
feet per day in 2007 from 5,356 millions of cubic feet per day in 2006. The increase in natural gas production from
the first quarter of 2008 as compared to the first quarter of 2007 was aresult of gas extraction from wells near the
transition zone at the Cantarell project and greater volumes from the Ku-Maloob-Zaap and Crudo Ligero Marino
projects, aswell as from the Burgos and Veracruz projects. The increase in onshore natural gas production in 2007
as compared to 2006, was due to greater production from the Burgos Basin.
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Refined products production decreased 5.6% to 1,497 thousands of barrels per day in the first quarter of
2008 from 1,585 thousands of barrels per day in the first quarter of 2007 and decreased 2.3% to 1,511 thousands of
barrels per day in 2007 from 1,546 thousands of barrels per day in 2006. The decrease in refined products in the first
quarter of 2008 as compared to the first quarter of 2007 was aresult of areduced whole crude oil process, due to
programmed maintenance cyclesin plants and due to an earthquake occurred on February 12, 2008, which affected
the operation at the Salina Cruz refinery. The decreasein refined productsin 2007 as compared to 2006, was a
result of adecrease in the whole crude oil processin 2007, mainly due to explosions that occurred in PEMEX's
pipelinesin July and September, 2007 and to adverse weather conditions.

Petrochemicals production increased 3.0% to 3,043 thousands of tonsin the first quarter of 2008 from
2,954 thousands of tonsin thefirst quarter of 2007 and increased 7.3% to 11,756 thousands of tonsin 2007 from
10,961 thousands of tonsin 2006. The increase in petrochemicals production in the first quarter of 2008 as
compared to the first quarter of 2007 was aresult of (i) an increase in ethane derivatives production, due to greater
production of linear low density polyethylene because of the Swing operation, (ii) an increase in the methane
derivatives production, due to greater ammonia production since there has been a greater demand for urea, and (iii)
higher methanol production, which was temporarily reactivated to take advantage of favorable market conditions.
The increase in petrochemical s production in 2007 as compared to 2006, was due to an increase in the production of
other products and sub-products such as hexane and hydrochloric acid.

Energy reform

On April 8, 2008, Mexico's President Calderon sent to Congress an energy reform bill. The bill isaimed at
strengthening PEM EX's managerial, financial, and operative capabilities and to allow greater private participation in
the oil sector. The bill would permit PEMEX and its subsidiaries to contract third parties for refining services and
would also alow the private sector to carry out the transportation, storage and distribution of petroleum products,
natural gas and basic petrochemicals. The hill also contemplates that PEMEX would be able to sign contracts with
third parties that contain incentives for the private sector. These incentives would depend on the performance of the
third-party contractor, would have to be paid in cash, and would be established at the beginning or during the life of
the contract. If approved, the bill would also affect the structure of PEMEX's Board of Directors; four new
independent professional members, appointed by the president, would join the Board. In addition, PEMEX would
be able to issue “ citizen bonds” with returns linked to PEMEX’ s performance. We cannot currently estimate the
impact that these proposed changes would have on PEMEX’ s business, results of operations and financial condition.

The Mexican Congressiis currently reviewing the proposed energy reform bill. We cannot assure you as to
whether such bill will be passed or, if passed, what will beits final terms.

Directors, Senior Management and Employees

On December 5, 2007, the Board of Directors of Petréleos Mexicanos appointed Mr. Jorge Borja Navarrete
as Corporate Director of Engineering and Project Devel opment.

In March 2008, the SFP appointed Mr. Felipe Mellado Flores as President, and Mr. Ricardo Samaniego
Breach and Mr. Fernando Vilchis Plata as members, of the Independent Audit Committee of Petrdleos Mexicanos,
pursuant to Mexican regulations.

Environmental Regulation

PEMEX is subject to the provisions of the Ley General del Equilibrio Ecoldgicoy la Proteccion 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 Procuraduria
Federal de Proteccion al Ambiente (Federal Attorney of Environmental Protection, or “PROFEPA”) to implement
environmental remediation and improve environmental plans. Such plans contemplate remediation for
environmental damages, as well asrelated investments for the improvement of equipment, maintenance, labor and
materials.

As of December 31, 2007 and 2006, the reserve for environmental remediation expenses totaled
Ps. 2,093,440,000 and Ps. 2,398,258,000, respectively. Thisreserveisincluded in long-term liabilitiesin the
balance sheet.
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Legal Proceedings

In the ordinary course of business, PEMEX is named in a number of lawsuits of various types. PEMEX
evaluates the merit of each claim and assesses the likely outcome, accruing a contingent liability when an
unfavorable decision is probable and the amount is reasonably estimable. Such contingent liabilities are described

below.

As of December 31, 2007, PEMEX wasinvolved in various civil, tax, criminal, administrative, labor,
commercia lawsuits and arbitration proceedings. The amount claimed in connection with these lawsuits totaled
approximately Ps. 39.2 billion. At December 31, 2007, PEMEX had accrued areserve of Ps. 10.5 billion for these
contingent liabilities. Among these lawsuits are the following:

Pemex-Refining is a party to an arbitration proceeding (No. 11760/KGA) filed by CONPROCA,
S.A.deC.V. ("“CONPROCA") before the International Chamber of Commerce, in which
CONPROCA is seeking payment of U.S. $633.1 million related to construction and maintenance
services in the Cadereytarefinery. Pemex-Refining filed a counterclaim against CONPROCA in
the amount of U.S. $907.0 million (which includes value added tax). The arbitration panel
notified the parties that it would issue an award on this matter on March 31, 2008. As of the date
of this Final Terms, such award has not been issued. Once it isissued, a hearing on damages will
be held.

In April 2004, Construcciones Industriales del Golfo, S.A. de C.V. filed acivil claim against
Pemex-Exploration and Production (exp. 40/2004-V11), for atotal amount of Ps. 15.2 million plus
U.S. $219.6 million for the removal of depositsin the Salamancarefinery. On September 28,
2007, ajudgment was issued in favor of Pemex-Exploration and Production. The plaintiff filed an
appeal against this judgment, which was denied on January 21, 2008. The plaintiff then filed a
constitutional relief known as amparo, which is still pending.

In December 2003, Union de Sistemas Industriales, S.A. filed acivil claim against Pemex-
Refining (exp. 202/2003), seeking Ps. 393.1 million. Thetrial isin the evidentiary stages; expert
evidenceis till pending.

In December 2004, Corporacion Mexicana de Mantenimiento Integral, S. deR. L. deC.V.
(“COMMISA™) filed an arbitration claim before the International Court of Arbitration of the
International Chamber of Commerce (the “ICA”") against Pemex-Exploration and Production
(IPC-01) for breach of a construction agreement in connection with two platformsin the Cantarell
complex. On January 26, 2007, COMMISA filed its detailed claim seeking U.S. $292 million and
Ps. 37.5 million and Pemex-Exploration and Production filed its detailed counterclaim seeking
U.S. $125.9 million and Ps. 41.5 million. On August 10, 2007, each party filed their responses to
the claim and counterclaim, respectively. On September 10, 2007, both parties filed their replies,
in which COMMISA modified its claim and is, as of the date of this Final Terms, seeking

U.S. $319.9 million and Ps. 37.2 million in damages. On October 10, 2007, the partiesfiled their
rejoinders. A hearing was held during which each party presented its case to the panel and filed its
evidence. On February 15, 2008, the partiesfiled their pleadings. The final award is expected to
be issued before May 31, 2008 in accordance with a resolution issued by the ICA on February 14,
2008.

COMBISA S.deR.L.deC.V. (“COMBISA") filed an arbitration proceeding before the ICA
against Pemex-Exploration and Production (IPC-22) seeking U.S. $235.8 million for the alleged
breach of a construction agreement in connection with three platforms in the Cantarell complex.
Pemex-Exploration and Production responded to the claim and filed a counterclaim against
COMBISA. On July 23, 2007, afinal award was granted, pursuant to which COMBISA was
ordered to pay U.S. $4.6 million and Pemex-Exploration and Production was ordered to pay
U.S. $61.3 million aswell as financia expenses and the corresponding value added tax. Both
parties requested an additional decision to clarify the July 23 award. On November 16, 2007, the
ICA modified the award such that under this additional award the total amount owed to
COMBI SA was corrected and Pemex-Exploration and Production was ordered to pay U.S. $61.6
million aswell as financial expenses and the corresponding value added tax. The total amount
owed to Pemex-Exploration and Production was ratified. On January 30, 2008, Pemex-
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Exploration and Production and COMBISA executed a settlement agreement under which Pemex-
Exploration and Production agreed to pay U.S. $84.6 million (plus value added tax) and
COMBISA agreed to pay U.S.$4.6 million (plus value added tax). This claim, which was initially
for atotal amount of U.S.$235.8 million, concluded with a payment of U.S.$92.0 million to
COMBISA.

COMMISA filed aclaim before the ICA against Pemex-Exploration and Production (1PC-28)
seeking approximately U.S. $142.4 million and Ps. 40.2 million for, among other things, the
alleged breach of a contract (PEP-O-1T-136/08) related to two vessels named Bar Protector and
Castoro 10 in the Cantarell complex. Pemex-Exploration and Production filed a counterclaim. On
February 11, 2008, Pemex-Exploration and Production was notified of an award under which
Pemex-Exploration and Production was ordered to pay Ps. $10.9 million and U.S.$75.1 million,
the associated value added tax and U.S.$200,000 for arbitration expenses. COMMISA filed a
request to execute this award, which was notified to Pemex-Exploration and Production on

March 24, 2008. As of this date, Pemex-Exploration and Production has not yet filed its answer to
this request.

On December 7, 2005, acivil claim was filed by Asociacién de Transportistas a Servicio de
Petréleos Mexicanos Clientes 0 Empresas Sustitutos, A. C. against Pemex-Refining (exp.
262/2005-11) seeking approximately Ps. 1.6 billion for damages in connection with the alleged
breach of atank truck transportation agreement. On March 7, 2008, afinal hearing was held in
which both parties filed their allegations. A final judgment is still pending.

A civil claim wasfiled by Asociacion de Transportistas a Servicio de Petr6leos M exicanos,
Clientes 0 Empresas Sustitutos, A.C. against Pemex-Refining (exp. 271/2005-1) asserting that
Pemex-Refining should authorize the plaintiff to replace tank trucks older than ten yearsin
accordance with the tank truck transportation agreement mentioned in the preceding paragraph.
On January 23, 2008, afinal hearing was held in which both partiesfiled their allegations. A final
judgment is still pending.

A civil claim was filed by Asociacién de Transportistas a Servicio de Petrdleos Mexicanos,
Clientes 0 Empresas Sustitutos, A. C. against Pemex-Refining (exp. 295/2007), seeking ajudicial
judgment declaring the breach of a services agreement dated March 26, 1993 and damages, among
others. On October 31, 2007, Pemex-Refining was summoned and a precautionary measure was
granted to the plaintiff requesting Pemex-Refining to replace tank trucks and grant the appropiate
authorizations. On November 5, 2007, Pemex-Refining filed a motion stating that the court lacked
jurisdiction, this motion was granted and the trial suspended. An amparo was filed by Pemex-
Refining against the precautionary measure, which was accepted by the Juzgado Quinto de
Distrito en Materia Civil (Fifth Civil District Court).

An amparo was filed by Minera Carbonifera Rio Escondido, S.A. de C.V. and Minerales
Monclova, SAA. de C.V. for the alleged violation of its constitutional rights due to the execution of
development, infrastructure and manteinance works in non-associated gas fields under apublic
works contract (No. 414105826) and a modification of the Ley Reglamentaria del Articulo 27
Constitucional en el Ramo del Petroleo (the Regulatory Law to Article 27 of the Political
Constitution Concerning Petroleum Affairs). The purpose of this contract isto explore for non-
associated gas in the same fields where the plaintiffs have their mining concessions. The plaintiffs
argue they have the right to exploit natural gas found in the fields located under their mining
concessions. As of the date of this Final Terms, afinal judgment is still pending. A third expert’s
opinion on geology and a constitutional hearing are still pending.

An arbitration proceeding before the ICA wasfiled by Tejas Gasde Toluca, S. deR.L. de C.V.
against Gas Natural México, S.A. de C.V. (“GNM") and Pemex-Gas and Basic Petrochemicals
seeking, among other things, compliance with a transportation agreement and its amendments
dated February 2001 and November 2001. This agreement was entered into for the operation of
the Palmillas-Toluca pipeline. In February 2008, several hearings were held in which the claims
and counterclaims were presented to the arbitration panel. On February 26, 2008, the initial
arbitration report was executed and a provisional arbitration calendar was agreed.
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In connection with the claims filed by a group of Congressmen from the LIXth Legislature against
Pemex-Exploration and Production related to the Financed Public Works Contracts program
(“FPWC"), as of this date only one claim remains pending, because Pemex-Exploration and
Production obtained favorable judgment in the other similar claims filed by these plaintiffs. The
remaining claim relates to the FPWC entered into between Pemex-Exploration and Production and
PTD ServiciosMlltiples, S. de R.L. de C.V. (“PTD") for the Cuervito natural gas production
block before the Juzgado Noveno de Distrito en Materia Civil del Distrito Federal (Ninth Civil
District Court) in Mexico City. On December 12, 2007, Pemex-Exploration and Production was
summoned after an appeal filed by PTD was denied. Pemex-Exploration and Production filed a
motion arguing the lack of standing of the plaintiffs due to the termination of their positions as
Congressmen. As of this date, the trial isin the evidentiary stages.

In August 2007, acivil claim (12/2007) was filed by Leoba Rueda Nava against Petroleos
Mexicanos and Pemex-Refining before the Juzgado Decimocuarto de Distrito del Décimo
Circuito (Fourteenth District Court of the Tenth Circuit) in Coatzacoal cos, Veracruz for, among
other things, civil liability and damages resulting from the pollution of land used to store oil waste
in accordance with an agreement entered into by and among L eoba Rueda Nava, Petroleos
Mexicanos and Pemex-Refining. Asof thisdate, the trial isin the evidentiary stages. Judicia
inspection, confession and testimonial evidence have been filed. As of this date, the experts
opinions are still pending.

Administrative proceedings before the Federal Competition Commission (the “ Competition
Commission” ). On December 7, 2007, the Competition Commission issued aresolution
prohibiting Pemex-Refining from engaging in anti-competitive practicesin trading and
distributing greases and lubricantsin service stations, without specifically requesting a
modification or termination of any license agreement. Pemex-Refining filed an amparo against
this resolution, which is still pending. In January 2008, the Competition Commission requested
Pemex-Refining to provide evidence in connection with its compliance with a resolution issued by
the Competition Commission in 2003 in connection with this same subject. Pemex-Refining
informed the Competition Commission that a suspension was granted to Bardahl de México, S.A.
deC. V. (“Bardahl”), a competitor in the lubricants business, in several amparos to maintain the
exclusivity right of the Mexlub trademark until afinal resolution isissued.

Claimsfiled by Impulsora Jalisciense, S. A. de C. V. and Mexicana de Lubricantes, S A. de C.V.

»  Anamparo (1519/2005) was filed by Impulsora Jalisciense, S.A. de C.V., before the
Juzgado Quinto de Distrito en Materia Administrativa (Fifth Administrative District Court)
in the State of Jalisco in December 2005 in connection with a proposed model of franchise
agreement to be executed by Pemex-Refining. This proceeding has been joined with a
pending proceeding filed by Bardahl against the execution of any resolution eliminating the
obligation of service stationsto sell lubricants manufactured by Bardahl. These amparos are
suspended due to severa objectionsfiled by Bardahl. A constitutional hearing is still
pending.

» A civil claim (28/2007) wasfiled by Mexicana de Lubricantes, S. A. deC. V. (“Mexlub”)
against Pemex-Refining on March 28, 2008 seeking, among other things, ajudicial judgment
declaring null and void any advance termination or cancellation of the following agreements
executed between Mexlub and Pemex-Refining: (1) alicense and trademark contract; (2) a
basic greases supply contract; and (3) a contract for the manufacture of |ubricants and
greases for Petrdleos Mexicanos and the Subsidiary Entities. Pemex-Refining filed its
response to this claim on April 10, 2008. Mexlub filed a motion arguing that the authorized
representative of Pemex-Refining did not have the authority to represent Pemex-Refining.
As of the date of this Final Terms, aresolution is still pending.
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UNITED MEXICAN STATES

The information in this section with regard to Mexico has been included due to Petréleos Mexicanos and
the subsidiary entities’ relationship with the Mexican Government and has been reviewed by the Ministry of Finance
and Public Credit.

The Economy
Gross Domestic Product

According to preliminary figures, Mexico's gross domestic product (“GDP”) grew by 3.3% in real terms
during 2007, as compared with 2006. The transportation, storage and communications sector grew by 8.7%; the
financial services, insurance and real estate sector grew by 5.0%; the electricity, gas and water sector grew by 3.9%;
the commerce, hotels and restaurants sector grew by 2.7%; the community, social and personal services sector grew
by 2.4%; the construction sector grew by 2.1%; the agriculture, livestock, fishing and forestry sector grew by 2.0%;
the manufacturing sector grew by 1.0%; and the mining, petroleum and gas sector grew by 0.2%, each in real terms
as compared to 2006.

Prices and Wages

Inflation (as measured by the change in the national consumer price index) during 2007 was 3.8%, 0.8
percentage points higher than the official inflation target for the year and 0.3 percentage points lower than inflation
for 2006. Inflation for the four months ended April 30, 2008 was 1.72%, 0.8 percentage points higher than during
the same period of 2007.

Interest Rates

During 2007, interest rates on 28-day Treasury bills (Cetes) averaged 7.19% and interest rates on 91-day
Cetes averaged 7.35%, as compared with average rates on 28-day Cetes of 7.19% and on 91-day Cetes of 7.30%
during 2006.

During the first four months of 2008, interest rates on 28-day and 91-day Cetes averaged 7.43% and 7.53%,
respectively, as compared with average rates on 28-day Cetes and 91-day Cetes of 7.03% and 7.19%, respectively,
during the same period of 2007. On May 13, 2008, the 28-day Cetes rate was 7.44% and the 91-day Cetes rate was
7.60%.

Financial System
Central Bank and Monetary Policy

During 2007, the M1 money supply (defined as bills and coins held by the public, plus checking accounts
denominated in pesos and foreign currency, plus interest-bearing deposits denominated in pesos and operated by
debit cards) increased by 6.8% in real terms, as compared to 2006. In addition, checking account deposits
denominated in pesos increased by 9.4% in real termsin 2007, as compared to 2006.

During 2007, financial savingsincreased by 6.3% in real terms, as compared to 2006. Savings generated
by Mexican residentsincreased by 4.7% in real terms, while savings generated by non-residents increased by 48.6%
in real termsin 2007, each as compared to 2006.

At December 28, 2007, the monetary base totaled Ps. 502.2 billion, an 11.6% nominal increase from the
level of Ps. 449.8 billion at December 29, 2006.

At March 31, 2008, the M1 money supply was 3.7% greater in real termsthan the level at March 31, 2007.

In addition, the aggregate amount of checking account deposits denominated in pesos at March 31, 2008 was 6.0%
greater in real terms than at March 31, 2007.
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At March 31, 2008, financial savings were 8.4% greater in real terms than financial savings at March 31,
2007. Savings generated by Mexican residents were 6.0% greater in real terms and savings generated by non-
residents were 69.2% greater in real terms than their respective levels at March 31, 2007.

At May 15, 2008, the monetary base totaled Ps. 449.7 hillion, 2 9.1% nominal decrease from the level of
Ps. 494.7 billion at December 31, 2007. Banco de México estimates that the monetary base will total approximately
Ps. 548.3 billion at December 31, 2008.

In October 2007, Banco de México announced that as of January 21, 2008, it would use the overnight
funding rate, rather than its other monetary policy instrument, the “corto” or “short,” asits primary monetary policy
instrument. The minimum overnight funding rate has remained at 7.5% since October 26, 2007. The corto has
remained unchanged at Ps. 79.0 million, alevel set on March 23, 2005.

The Securities Market

At December 31, 2007, the Stock Market Index stood at 29,536.83 points, representing an 11.68% nominal
increase from the level at December 29, 2006. At May 16, 2008, the Stock Market Index stood at 31,486.95 points,
representing a 6.6% nominal increase from the level at December 31, 2007.

External Sector of the Economy
Foreign Trade

According to preliminary figures, in 2007, Mexico registered atrade deficit of U.S. $11.1 billion, as
compared with a deficit of U.S. $6.1 billion for 2006. Merchandise exports increased by 8.8% during 2007, to U.S.
$271.9 billion, as compared to U.S. $249.9 billion for 2006. 1n 2007, petroleum exports increased by 10.2%, while
non-petroleum exports increased by 8.5%, in each case as compared to 2006.

According to preliminary figures, in 2007, total imports grew by 10.5% to U.S. $283.0 hillion, as compared
with U.S. $256.1 billion for 2006. Imports of intermediate goods increased by 8.8%, imports of capital goods
increased by 13.4% and imports of consumer goods increased by 16.7%, each as compared with 2006.

During the first three months of 2008, according to preliminary figures, Mexico registered atrade deficit of
U.S. $3.5 hillion, as compared with a deficit of U.S. $2.5 billion for the same period of 2007. Merchandise exports
increased by 16.4% during the first three months of 2008, to U.S. $70.1 billion, as compared to U.S. $60.3 billion
for the same period of 2007. During the first three months of 2008, petroleum exports increased by 50.3%, while
non-petroleum exports increased by 10.7%, each as compared with the same period of 2007.

During the first three months of 2008, according to preliminary figures, total imports grew by 17.5% to
U.S. $73.7 billion, as compared with U.S. $62.7 hillion for the same period of 2007. During the first three months
of 2008, imports of intermediate goods increased by 13.7%, imports of capital goods increased by 35.0% and
imports of consumer goods increased by 22.1%, each as compared with the first three months of 2007.

Balance of International Payments

According to preliminary figures, Mexico's current account registered adeficit of U.S. $7.3 billion during
2007, as compared to adeficit of U.S. $2.2 billion during 2006. The capital account registered a surplus of
U.S. $19.6 billion in 2007, as compared to a deficit of U.S. $2.0 billion for 2006. Foreign investment in Mexico, as
recorded in the balance of payments, totaled U.S. $38.0 billion during 2007 and was composed of direct foreign
investment inflowstotaling U.S. $23.2 hillion and foreign portfolio investment (including securities placed abroad)
inflowstotaling U.S. $14.8 hillion.

At December 28, 2007, Mexico’ s international reservestotaled U.S. $77.9 billion, an increase of U.S. $10.2
billion from the level at December 29, 2006. The net international assets of Banco de México totaled U.S. $86.7
billion at December 28, 2007, an increase of U.S. $10.4 billion from the level at December 29, 2006.

At May 9, 2008, Mexico's international reservestotaled U.S. $84.8 billion, an increase of U.S. $6.8 billion
from the level at December 28, 2007. The net international assets of Banco de México totaled U.S. $92.6 billion at
May 9, 2008, an increase of U.S. $5.4 billion from the level at December 28, 2007.
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Direct Foreign Investment in Mexico

During 2007, direct foreign investment in Mexico, as recorded in the balance of payments, totaled
U.S. $23.2 billion. Direct foreign investment notified to the National Foreign Investment Commission totaled
approximately U.S. $19.7 billion during 2007. Of that amount, 49.7% of direct foreign investment was directed at
manufacturing, 24.3% was directed at financial services, 5.8% was directed at mining, 5.3% was directed at
commerce and 14.9% was directed at other sectors of the economy. By country of origin, 47.3% of the direct
foreign investment during 2007 came from the United States, 15.1% came from Holland, 9.6% came from Spain,
7.2% came from France and 20.8% came from other countries.

Exchange Controls and Foreign Exchange Rates

The peso/U.S. dollar exchange rate closed at Ps. 10.9157 = U.S. $1.00 on December 31, 2007, a0.95%
depreciation in dollar terms from the rate at the end of 2006. During 2007, the monthly average peso/U.S. dollar
exchange rate was Ps. 10.9288 = U.S. $1.00.

The peso/U.S. dollar exchange rate closed at Ps. 10.5095 = U.S. $1.00 on April 30, 2008, a 3.7%
appreciation in dollar terms from the rate at December 31, 2007. During the first four months of 2008, the monthly
average peso/U.S. dollar exchange rate was Ps. 10.7308 = U.S. $1.00.

The peso/U.S. dollar exchange rate announced by Banco de México on May 16, 2008 (to take effect on the
second business day thereafter) was Ps. 10.4266 = U.S. $1.00.

Public Finance
2007 Budget and Fiscal Results

According to preliminary figures, public sector budgetary revenues in 2007 were greater than public sector
budgetary expenditures (excluding off-budget revenues and expenditures of the public sector) by approximately Ps.
2.7 hillionin nominal terms. Public sector budgetary revenues increased by 5.6% in real terms as compared to
budgetary revenues for 2006. Within budgetary revenues, non-oil tax revenues increased by 10.1% in real terms,
while oil-related revenues decreased at ared rate of 1.7%.

According to preliminary figures, during 2007, the public sector overall balance registered a surplus of
Ps. 1.0 billion, 89.9% lower in real terms than the Ps. 9.9 billion surplus registered during 2006. The primary
surplus, defined astotal public sector revenues less expenditures other than interest payments on public debt, was
Ps. 245.0 billion for 2007, 9.5% lower in real terms as compared to the Ps. 260.3 hillion surplus registered during
2006.

2008 Budget and Fiscal Package
On October 30, 2007, the Congress approved the Federal Annua Revenue Law for 2008 and the Federal
Expenditure Decree for 2008 (together with the Federal Annual Revenue Law for 2008, the “ 2008 Budget”). The
2008 Budget maintains fiscal discipline as the cornerstone of the economic program, and contemplates a public
sector deficit of 0.0% of GDP for 2008.

The 2008 Budget is based upon an estimated weighted average price of Mexico' s oil exports of U.S. $49.0
per barrel and an estimated volume of oil exports of 1.7 million barrels per day.

The preliminary results for 2006 and 2007, the revised budget assumptions and targets for 2007 and the
budget assumptions and targets for 2008 are presented below.
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2006 and 2007 Results
2007 and 2008 Budget Assumptionsand Targets

2007 2008

2006 Budget 2007 Budget
Real GDP growth (%0) ........ccovveeeereeeeeresecieseenen. 4.8%" 3.6% 3.3% 3.7%
Increase in the national consumer price index (%) .. 4.1% 3.0% 3.8% 3.0%
Average export price of Mexican oil mix
(U.S. S/DAITEN oo, $53.04 $42.80 $61.66 $49.00
Current account deficit as % of GDP....................... 0.2% 2.3% 0.8% 1.0%
Average exchange rate (Ps./$1.00) ........ccccvererennen. 109 11.2 109 11.2
Average rate on 28-day CeteS (%0).....coovvvrerererennne 7.2% 6.8% 7.2% 7.0%
Public sector balance as % of GDP.............c.......... 0.1 0.0% 0.01% 0.0%
Primary balance as % of GDP...........ccccc.eeureueene. 2.9% 2.7% 2.5% na

n.a = Not available.
(1) Preliminary.
Source: Ministry of Finance and Public Credit.

Under the 2008 Budget, the Mexican Government estimates that it will devote Ps. 173.5 billion (6.8% of
total budgetary programmable expenditures) to education and Ps. 142.7 billion (5.6% of total budgetary
programmabl e expenditures) to health and social security.

According to preliminary figures, during the first three months of 2008, the public sector overall balance
registered a surplus of Ps. 100.8 billion, 5.3% less in real terms than the Ps. 102.4 billion surplus registered for the
same period of 2007. The primary surplus, defined as total public sector revenues less expenditures other than
interest payments on public debt, was Ps. 140.3 billion for the first three months of 2008, 13.5% lessin rea terms as
compared to the Ps. 156.1 billion surplus registered for the same period of 2007.

Public Debt
Internal Public Debt

Mexico’sinternal debt is presented herein on a“net” basis, and includes only the internal portion of
indebtedness incurred directly by the Mexican Government, Banco de México's general account balance (which was
positive at December 28, 2007, indicating monies owed to the Mexican Government) and the assets of the Fondo del
Sstema de Ahorro Para el Retiro (the Retirement Savings System Fund). Net internal debt includes Cetes and other
securities sold to the public in primary auctions, but not such debt allocated to Banco de México for itsusein
regulating liquidity (Regulacion Monetaria). See footnote 1 to the table “Internal Debt of theMexican Government”
below. Internal debt does not include the debt of the IPAB or the debt of budget-controlled or administratively
controlled agencies. See“—Financial System—Banking Supervision and Support.”

According to preliminary figures, at December 31, 2007, the net internal debt of the Mexican Government
totaled Ps. 1,788.3 billion, as compared to the Ps. 1,547.1 billion outstanding at December 31, 2006. At December
31, 2007, the gross internal debt of the Mexican Government totaled Ps. 1,896.3 billion, as compared to Ps. 1,672.8
billion at December 31, 2006. The Mexican Government’s financing costs on internal debt totaled Ps. 141.3 billion
for 2007, an increase in nominal terms of 17.6% as compared to 2006.

According to preliminary figures, at December 31, 2007, the net internal debt of the public sector totaled
Ps. 1,687.6 billion, as compared with Ps. 1,471.6 billion outstanding at December 31, 2006. At December 31, 2007,
the gross internal debt of the public sector totaled Ps. 1,958.0 billion, as compared with Ps. 1,741.4 billion
outstanding at December 31, 2006. For these purposes and for the purposes of the following section, public sector
debt consists of the portion of the long-term indebtedness incurred directly by the Mexican Government, the long-
term indebtedness incurred by budget-controlled agencies, the long-term indebtedness incurred directly or
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guaranteed by administratively controlled agencies (including, but not limited to, national development banks), and
the short-term debt of the public sector. Private sector debt guaranteed by the Mexican Government is not included
unless and until the Mexican Government is called upon to make payment under its guaranty. For purposes hereof,
long-term debt includes all debt with maturities of one year or more from the date of issue.

According to preliminary figures, at March 31, 2008, the net internal debt of the Mexican Government
totaled Ps. 1,714.4 billion, as compared with Ps. 1,788.3 billion outstanding at December 31, 2007. At March 31,
2008, according to preliminary figures, the gross internal debt of the Mexican Government totaled Ps. 1,960.8
billion, as compared to Ps. 1,896.3 billion at December 31, 2007. The Mexican Government’s financing costs on
internal debt totaled Ps. 17.5 billion for the first three months of 2008, a 3.8% decrease in nominal terms as
compared to the same period of 2007.

The following table summarizes the net internal public debt of the Mexican Government at each of the
datesindicated.

Internal Debt of the M exican Gover nment®

December 31, March 31,
2007 2008
Gross Debt
Government SECUrities........occeeeeeeveeennes, Ps. 1,795.8 94.7% Ps.1,846.4 94.2%
(O (- 340.5 18.0 324.2 165
Floating-Rate Bonds...........ccccceeeveees 325.0 171 299.7 153
Inflation-Linked
BONAS......ccvevviiiie e, 235.3 12.4 258.2 13.2
Fixed-Rate Bonds...........ccccoveereerennn, 895.1 47.2 964.4 49.2
(@111 SRR 100.6 53 114.5 5.8
Total GrossDEDL ......ccveveeveeiieeeeeeceeeens 1,896.3 100% 1,960.8 100%
Net Debt
Financial Assets® ..........ccccovveeeueeeunnen (107.9) (246.4)
Total Net Debit ......cocveveeieceees, 1,788.3 1,714.4
Gross DELt/GDP..........cocceveveiieiieeiieenns 18.3% 18.6%
Net DEBt/GDP.......coccovvieiee e, 17.3% 16.3%

Note: Totals may differ due to rounding.

@

@
®

Internal debt figures do not include securities sold by Banco de México in open-market operations pursuant to Regulacién Monetaria, which amounted
to approximately Ps. 13.8 billion at December 31, 2007. Regulacion Monetaria does not increase the Government’s overall level of internal debt,
because Banco de México must reimburse the Government for any allocated debt that Banco de México sells into the secondary market and that is
presented to the Government for payment. If Banco de México undertakes extensive sales of allocated debt in the secondary market, however,
Regulacion Monetaria can result in a situation in which the level of outstanding internal debt is higher than the Government’s figure for net internal

Preliminary.
Includes the net balance denominated in pesos of the General Account of the Federal Treasury with Banco de México.

Source: Ministry of Finance and Public Credit.

External Public Debt

According to preliminary figures, outstanding public sector gross external debt increased by U.S. 3.9
billion in 2007, from U.S. $54.8 billion at December 31, 2006 to U.S. $58.7 billion at December 31, 2007. Of the
amount outstanding at December 31, 2007, U.S. $54.8 hillion represented long-term debt and U.S. $3.9 billion
represented short-term debt. Public sector external debt financing costs totaled U.S. $6.7 billion in 2007, a 7.6%
decrease in nominal terms as compared to 2006.

According to preliminary figures, at December 31, 2007, commercial banks held approximately 5.8% of
Mexico'stotal public sector external debt, multilateral and bilateral creditors (excluding the IMF) held 18.9%,
bondholders (including commercial banks holding bonds issued in debt exchange transactions) held approximately
66.8% and others held the remaining 8.6%.
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According to preliminary figures, total public debt (gross external debt plus net internal debt) at December
31, 2007 represented approximately 44.6% of nominal GDP, 1.5 percentage points less than at the end of 2006.

According to preliminary figures, outstanding public sector gross external debt increased by approximately
U.S. $40.9 billion during the first quarter of 2008, from U.S. $58.7 billion at December 31, 2007 to U.S. $59.6
billion at March 31, 2008. Of thisamount, U.S. $56.0 billion represented long-term debt and U.S. $3.6 billion
represented short-term debt.

According to preliminary figures, total public debt (gross external debt plus net internal debt) at March 31,
2008 represented approximately 21.9% of nominal GDP, 0.5 percentage points lower than at March 31, 2007.

The following table sets forth a summary of the external public debt of Mexico, which includes the external
debt of the Mexican Government, budget controlled agencies and administratively controlled agencies and a
breakdown of such debt by currency. External public debt as used in this section does not include, among other
things, repurchase obligations of Banco de México with the International Monetary Fund or the debt of IPAB. See
“—Financial System—Banking Supervision and Support” and footnote 1 to the table “ Summary of External Public
Debt” below.

Summary of External Public Debt®

By Type
Long-Term
Long-Term Debt of
Direct Debt of Budget Other Long- Total Long-
the Mexican Controlled  Term Public Total Long- Total Short-  and Short-
Gover nment Agencies Debt®@ TermDebt  TermDebt  Term Debt
December 31, 2007............... $40,114 $7,745 $6,576 $54,435 $920 $55,355
March 31, 2008“.................. 39,664 10,175 6,136 55,975 3,603 59,578
By Currency®
December 31, 2007 March 31, 2008
(in millions of (in millions of
dollars) (%) dollars) (%)
U.S. DOllars....ccooveeereneisenneseneseee 44,309 80.0 48,687 817
JapaNESE Y €N ... 1,157 21 1,123 19
Pounds Sterling.......cccocevvveveevenieienennne. 1,040 1.9 1,039 1.7
SWISS Francs......ccccvvvveeeieeieee e 423 0.8 481 0.8
(@107 £ 8,426 15.2 8,248 13.9
TOtal oo 95,355 100.0 59,578 100.0

Note: Totals may differ due to rounding.

)

@
®
Q)

External debt denominated in foreign currencies other than dollars has been trandlated into dollars at exchange rates as of each of the dates indicated.
External public debt does not include (a) repurchase obligations of Banco de México with the IMF (none of these were outstanding at March 31,
2008), (b) external borrowings by the public sector after March 31, 2008 and (c) loans from the Commaodity Credit Corporation to public sector
Mexican banks. External debt is presented herein on a*“gross’ basis, and includes external obligations of the public sector at their full outstanding
face or principal amount. For certain informational and statistical purposes, Mexico sometimes reports its external public sector debt on a“net” or
“economic” basis, which is calculated as the gross debt net of certain financial assets held abroad. These financial assets include the value of
principal and interest collateral on restructured debt and Mexican public sector external debt that is held by public sector entities but that has not been
canceled.

Includes debt of development banks and other administratively controlled agencies whose finances are consolidated with the Mexican Government.
Adjusted to reflect the effect of currency swaps.
Preliminary.

Source: Ministry of Finance and Public Credit.
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Subsequent to December 31, 2007:

On January 11, 2008, Mexico issued U.S. $1,500,000,000 of its 6.05% Global Notes due 2040.

During the first quarter of 2008, Mexico repurchased in open market transactions certain of its outstanding U.S.
dollar-denominated bonds with maturities between 2009 and 2034, totaling U.S. $714 million. The table below
shows the results of the open market transactions.

Aggregate Principal Aggregate Principal
Amount Aggregate Principal Amount
Outstanding before Amount Outstanding after
Repurchases (in Repurchased (in Repurchases (in
millions of U.S. millions of U.S. millions of U.S.
Title of Purchased Securities ISIN dollars) dollars) dollars)
10.375% Global Bonds due 2009 US593048BG58 $970 $20 $950
8.375% Notes due 2011 US91086QAF54 $1,711 $171 $1,540
5.875% Global Notes due 2014 US91086QAQ10 $1.296 $5 $1.291
6.625% Global Notes due 2015 US91086QAL23 $1,392 $48 $1,344
11 3/8% Global Bonds due September
15, 2016 USE93048BA88 $1,771 $80 $1,601
8.125% Globa Bonds due December
30, 2019 US593048BN00 $1,483 $131 $1,352
8.00% Global Notes due 2022 US91086QAJ76 $743 $30 $714
8.30% Global Notes due 2031 US91086QAG38 $1,819 $45 $1,774
7.500% Global Notes due 2033 US91086QANS8 $1,271 $2 $1,269
6.75% Global Notes due 2034 US91086QAS75 $4,267 $183 $4,084

On April 8, 2008, Mexico issued 1,000,000 Series XWA08 Warrants and 250,000 Series X\WB08 Warrants.
XWAO08 Warrants and Series XWB08 Warrants entitle the holders to exchange, on October 9, 2008 (unless
extended, at Mexico’s sole discretion), up to approximately $1.25 billion of various series of outstanding U.S.
dollar, euro, Italian liraand Deutsche-mark denominated bonds issued by Mexico for, in the case of the XWAQ08
Warrants, peso-denominated M Bonos issued by the Mexican Government maturing in 2014, 2017 or 2036 or, in
the case of the XWBO08 Warrants, UDI-denominated (i.e., inflation indexed), peso-payable Udibonos issued by
the Mexican Government maturing in 2017 or 2035. The Series XWEQ7, XWDAOQ7 and XWDBO07 Warrants
entitle the holders to exchange, on September 19, October 11, and November 7, 2007, respectively, up to
approximately $2.7 billion of various series of outstanding U.S. dollar, euro, Italian lira and Deutsche mark-
denominated bonds issued by Mexico for peso-denominated bonds issued by the Mexican Government
maturing in either 2014 or 2024.
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PLAN OF DISTRIBUTION

Subject to the terms and conditions stated in the terms agreement dated as of May 28, 2008, which
incorporates by reference a distribution agreement with respect to the Securities, HSBC Securities (USA) Inc., J.P.
Morgan Securities Inc. and Lehman Brothers Inc. (collectively, the “Managers’) have severally agreed to purchase,
and the Issuer has agreed to sell to the Managers, the principal amount of the 2018 Notes or the 2038 Bonds set forth
opposite such Manager’s name in the following tables.

Managers 2018 Notes 2038 Bonds
Principal Amount Principal Amount
HSBC Securities (USA) INC. ....ccceevvvveeennnne, U.S.$ 333,334,000 U.S. $166,668,000
J.P. Morgan SecuritiesINc........ccccevvevrenne 333,333,000 166,666,000
Lehman BrothersInc.. .....ccoovevceeeveeevveecenee 333,333,000 166,666,000
Total .o, U.S. $ 1,000,000,000 U.S. $500,000,000

The terms agreement and distribution agreement provide that the obligations of the Managers to purchase
the Securities are subject to various conditions. The Managers must purchase all the Securitiesif they purchase any
of the Securities.

The Issuer has been advised that the Managers propose to resell the Securitiesinitially at the issue price set
forth on the cover page of this Final Terms. After the Securities are released for sale, the offering price and other
selling terms may from time to time be varied by the Managers.

The Securities have not been registered under the Securities Act or any state securities laws and may not be
offered or sold within the United States or to, or for the account or benefit of, U.S. persons (as defined in Regulation
S) except in certain transactions exempt from, or not subject to, the registration requirements of the Securities Act.

The Issuer has been advised by the Managers that the Managers propose to resell the Securities, directly or
through their selling agents, only (i) to qualified institutional buyers (as such termis defined in Rule 144A under the
Securities Act) in reliance on Rule 144A and (ii) outside the United States in offshore transactions in reliance on
Regulations S under the Securities Act. See“Notice to Investors’ and “Offering and Sale” in the Offering Circular.

Accordingly, in connection with Securities offered outside the United States in offshore transactions, each
Manager has agreed that, except as permitted by the terms agreement and the distribution agreement and as set forth
in “Noticeto Investors’ in the Offering Circular, it will not offer, sell or deliver any Securities within the United
States or to, or for the account or benefit of, U.S. persons (i) as part of its distribution at any time or (ii) otherwise
until 40 days after the later of the commencement of this offering and the original issue date for the Securities, and
that it will send to each dealer to which it sells Securities during the distribution compliance period a confirmation or
other notice setting forth the restrictions on offers and sales of the Securities within the United States or to, or for the
account or benefit of, U.S. persons.

In addition, until 40 days after the commencement of this offering, an offer or sale of the Securities within
the United States by a dealer that is not participating in this offering may violate the registration requirements of the
Securities Act if that offer or sale is made otherwise than in accordance with Rule 144A.

Terms used in the four preceding paragraphs have the meanings given to them by Regulation S and Rule
144A under the Securities Act.

The 2038 Bonds will constitute new issues of securities with no established trading market. The 5.75%
Notes due 2018 previously sold on October 22, 2007 trade on the Euro MTF. We will apply to list the Securities on
the Luxembourg Stock Exchange and to have the Securities trade on the Euro MTF, the aternative market of the
Luxembourg Stock Exchange. However, PEMEX cannot assure you that the prices at which the Securities will sell
in the market after this offering will not be lower than theinitial offering price or that an active trading market for
the Securities will develop and continue after this offering. The Managers have advised the Issuer that they
currently intend to make a market in the Securities. However, they are not obligated to do so and they may
discontinue any market-making activities with respect to the Securities at any time without notice. Accordingly, no
assurance can be given as to the liquidity of the trading market for the Securities.
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In connection with the offering, the Managers (or, in the United Kingdom, with respect to the 2018 Notes,
HSBC Securities (USA) Inc. and, with respect to the 2038 Bonds, Lehman Brothers Inc.) may purchase and sell the
Securitiesin the open market. These transactions may include over-allotment, covering transactions and stabilizing
transactions. Over-allotment involves sales of Securities in excess of the principal amount of the Securities to be
purchased by the Managers in this offering, which creates a short position for the Managers. Covering transactions
involve purchases of the Securities in the open market after the distribution has been completed in order to cover
short positions. Stabilizing transactions consist of certain bids or purchases of Securities made for the purpose of
preventing or retarding a decline in the market price of the Securities while the offering isin progress. Any of these
activities may have the effect of preventing or retarding a decline in the market price of the Securities. They may
also cause the price of the Securities to be higher than the price that otherwise would exist in the open market in the
absence of these transactions. The Managers may conduct these transactions in the over-the-counter market or
otherwise. If the Managers commence any of these transactions, they may discontinue them at any time.

The net proceeds to the Issuer from the sale of the 2018 Notes will be approximately U.S. $995,630,000
excluding accrued interest and after the deduction of the underwriting discount and the Issuer’ s share of expensesin
connection with the sale of the 2018 Notes. The net proceeds to the I ssuer from the sale of the 2038 Bonds will be
approximately U.S. $496,885,000 after the deduction of the underwriting discount and the I ssuer’ s share of expenses
in connection with the sale of the 2038 Bonds. See “Use of Proceeds’ in the Offering Circular.

Certain of the Managers or their affiliates have performed, and may in the future perform, from timeto
time various investment banking, commercia banking, advisory and/or other services for the I ssuer, the Guarantor
or one or more of the Subsidiary Guarantors in the ordinary course of their respective businesses and have received
separate fees for the provision of such services.

The Issuer, the Guarantor and the Subsidiary Guarantors have agreed to indemnify the Managers against
certain liabilities, including liabilities under the Securities Act. The Managers have agreed to reimburse the | ssuer
for certain of its expenses in connection with the offering of the Securities.

The Securities are offered for salein those jurisdictions in the United States, Canada, Europe, Asia and
elsewhere where it islawful to make such offers.

Each of the Managers has represented and agreed that it has not offered, sold or delivered and will not
offer, sell or deliver any Securities, directly or indirectly, or distribute this Final Terms, the Offering Circular or any
other offering material relating to the Securitiesin or from any jurisdiction, except under circumstances that will
result in compliance with the applicable laws and regulations thereof and that will not impose any obligations on us
except as set forth in the terms agreement and the distribution agreement.

European Economic Area

In relation to each Member State of the European Economic Areawhich has implemented the Prospectus
Directive (each, a“Relevant Member State”), each Manager has represented and agreed that with effect from and
including the date on which the Prospectus Directive is implemented in that Relevant Member State (the “ Relevant
Implementation Date”) it has not made and will not make an offer of Securities which are the subject of the offering
contemplated by this Final Termsto the public in that Relevant Member State other than:

(a) to legal entities which are authorised or regulated to operate in the financial markets or, if not
so authorised or regulated, whose corporate purpose is solely to invest in securities,

(b) to any legal entity which hastwo or more of (1) an average of at least 250 employees during
thelast financial year; (2) atotal balance sheet of more than €43,000,000; and (3) an annual net turnover of
more than €50,000,000, as shown in itslast annual or consolidated accounts;

(c) to fewer than 100 natural or legal persons (other than qualified investors as defined in the
Prospectus Directive) subject to obtaining the prior consent of the Lead Managers; or

(d) in any other circumstances falling within Article 3(2) of the Prospectus Directive,
provided that no such offer of Securities shall require the Issuer, the Guarantor or any Manager to publish a

prospectus pursuant to Article 3 of the Prospectus Directive.
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For the purposes of this provision, the expression an “offer of Securitiesto the public” in relation to any
Securitiesin any Relevant Member State means the communication in any form and by any means of sufficient
information on the terms of the offer and the Securities to be offered so as to enable an investor to decideto
purchase or subscribe the Securities, as the same may be varied in that Member State by any measure implementing
the Prospectus Directive in that Member State and the expression “Prospectus Directive” means Directive
2003/71/EC and includes any relevant implementing measure in each Relevant Member State.

United Kingdom
Each Manager has represented and agreed that:

(8) it has only communicated or caused to be communicated and will only communicate or cause to be
communicated an invitation or inducement to engage in investment activity (within the meaning of Section 21 of the
FSMA) received by it in connection with the issue or sale of the Securitiesin circumstances in which Section 21(1)
of the FSMA does not apply to the Issuer; and

(b) it has complied and will comply with all applicable provisions of the FSMA with respect to anything
done by it in relation to the Securitiesin, from or otherwise involving the United Kingdom.

Hong Kong

Each Manager has represented and agreed that it and each of its affiliates have not (i) offered or sold, and
will not offer or sell, in Hong Kong, by means of any document, the Securities other than (&) to “ professional
investors’ as defined in the Securities and Futures Ordinance (Cap. 571) of Hong Kong and any rules made under
that Ordinance or (b) in other circumstances which do not result in the document being a* prospectus’ as defined in
the Companies Ordinance (Cap. 32) of Hong Kong or which do not constitute an offer to the public within the
meaning of that Ordinance or (ii) issued or had in its possession for the purposes of issue, and will not issue or have
in its possession for the purposes of issue, whether in Hong Kong or elsewhere any advertisement, invitation or
document relating to the Securities which is directed at, or the contents of which are likely to be accessed or read by,
the public in Hong Kong (except if permitted to do so under the securities laws of Hong Kong) other than with
respect to the Securities which are or are intended to be disposed of only to persons outside Hong Kong or only to
“professional investors,” as defined in the Securities and Futures Ordinance and any rules made under that
Ordinance. The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You
are advised to exercise caution in relation to the offer. If you are in any doubt about any of the contents of this
document, you should obtain independent professional advice.

Singapore

Each Manager has represented and agreed that this Final Terms or any other offering material relating to
the Securities has not been and will not be registered as a prospectus with the Monetary Authority of Singapore, and
the Securities will be offered in Singapore pursuant to exemptions under Section 274 and Section 275 of the
Securities and Futures Act, Chapter 289, of Singapore (the “ Securities and Futures Act”). Accordingly, the
Securities may not be offered or sold, or be the subject of an invitation for subscription or purchase, nor may this
offering circular or any other offering material relating to the Securities be circulated or distributed, whether directly
or indirectly, to the public or any member of the public in Singapore other than (a) to an institutional investor or
other person specified in Section 274 of the Securities and Futures Act, (b) to a sophisticated investor and in
accordance with the conditions specified in Section 275 of the Securities and Futures Act or (c) otherwise pursuant
to, and in accordance with the conditions of, any other applicable provision of the Securities and Futures Act.

Where the Securities are subscribed or purchased under Section 275 by arelevant person whichis: (a) a
corporation (which is not an accredited investor) the sole business of which isto hold investments and the entire
share capital of which isowned by one or more individuals, each of whom is an accredited investor; or (b) atrust
(where the trustee is not an accredited investor) whose sole purposeis to hold investments and each beneficiary isan
accredited investor, shares, debentures and units of shares and debentures of that corporation or the beneficiaries
rights and interest in that trust shall not be transferable for 6 months after that corporation or that trust has acquired
the Securities under Section 275 except: (1) to an ingtitutional investor under Section 274 of the SFA or to arelevant
person, or any person pursuant to Section 275(1A), and in accordance with the conditions, specified in Section 275
of the SFA; (2) where no consideration is given for the transfer; or (3) by operation of law.
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France

Each Manager has represented and agreed that the Securities are being issued and sold outside the Republic
of France and that, in connection with their initia distribution, it has not offered or sold and will not offer or sell,
directly or indirectly, any Securities to the public in the Republic of France, and that it has not distributed and will
not distribute or cause to be distributed to the public in the Republic of France this offering circular or any other
offering material relating to the Securities, and that such offers, sales and distributions have been and will be made
in the Republic of France only to qualified investors (investisseurs qualifiés) in accordance with Article L.411-2 and
D.411-1 of the Monetary and Financial Code.

Certain of the Managers will make the Securities available for distribution on the Internet through a
proprietary Web site and/or athird-party system operated by MarketAxess Corporation, an Internet-based
communications technology provider. MarketAxess Corporation is providing the system as a conduit for
communications between certain of the Managers and their customers and is not a party to any transactions.
MarketAxess Corporation, aregistered broker-dealer, will receive compensation from certain of the Managers based
on transactions conducted through the system. Certain of the Managers will make the Securities available to their
customers through the Internet distributions, whether made through a proprietary or third-party system, on the same
terms as distributions made through other channels.

See “Offering and Sale€” in the Offering Circular for additional restrictions on the offer and sale of the
Securitiesin certain jurisdictions.
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NOTICE TO CANADIAN RESIDENTS

Resale Restrictions

The distribution of the Securities in Canadais being made only on a private placement basis exempt from
the requirement that we prepare and file a prospectus with the securities regulatory authorities in each province
where trades of the Securities are made. Any resale of the Securities in Canada must be made under applicable
securities laws which will vary depending on the relevant jurisdiction, and which may require resales to be made
under available statutory exemptions or under a discretionary exemption granted by the applicable Canadian
securities regulatory authority. Purchasers are advised to seek legal advice prior to any resale of the Securities.

Representations of Purchasers

By purchasing the Securities in Canada and accepting a purchase confirmation a purchaser is representing
to us and the dealer from whom the purchase confirmation is received that:

the purchaser is entitled under applicable provincial securities laws to purchase the Securities without the
benefit of a prospectus qualified under those securities laws,

where required by law, that the purchaser is purchasing as principal and not as agent, and
the purchaser has reviewed the text above under Resale Restrictions.

Rights of Action — Ontario Purchasers Only

Under Ontario securities legislation, a purchaser who purchases a security offered by this Final Terms
during the period of distribution will have a statutory right of action for damages, or while still the owner of the
Securities, for rescission against us in the event that this Final Terms contains a misrepresentation. A purchaser will
be deemed to have relied on the misrepresentation. The right of action for damages is exercisable not later than the
earlier of 180 days from the date the purchaser first had knowledge of the facts giving rise to the cause of action and
three years from the date on which payment is made for the Securities. The right of action for rescission is
exercisable not later than 180 days from the date on which payment is made for the Securities. If a purchaser elects
to exercise theright of action for rescission, the purchaser will have no right of action for damages against us. In no
case will the amount recoverable in any action exceed the price at which the Securities were offered to the purchaser
and if the purchaser is shown to have purchased the Securities with knowledge of the misrepresentation, we will
have no liability. Inthe case of an action for damages, we will not be liable for al or any portion of the damages
that are proven to not represent the depreciation in value of the Securities as a result of the misrepresentation relied
upon. These rights are in addition to, and without derogation from, any other rights or remedies available at law to
an Ontario purchaser. The foregoing is asummary of the rights available to an Ontario purchaser. Ontario
purchasers should refer to the complete text of the relevant statutory provisions.

Enforcement of Legal Rights

All of our directors and officers as well as the experts named herein may be located outside of Canada and,
asaresult, it may not be possible for Canadian purchasers to effect service of process within Canada upon us or
those persons. All or asubstantial portion of our assets and the assets of those persons may be located outside of
Canada and, as aresult, it may not be possible to satisfy ajudgment against us or those personsin Canada or to
enforce ajudgment obtained in Canadian courts against us or those persons outside of Canada.

Taxation and Eligibility for Investment
Canadian purchasers of the Securities should consult their own legal and tax advisors with respect to the tax

consequences of an investment in the Securitiesin their particular circumstances and about the eligibility of the
Securities for investment by the purchaser under relevant Canadian legidation.
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GENERAL INFORMATION

1 The Ministry of Finance and Public Credit authorized the Guarantor to guaranty the Securities and
issued such authorization in an Official Communication dated May 28, 2008.

2. Except as disclosed herein, there has been no material adverse change in the consolidated financial
position of the Guarantor and its subsidiaries, including the Subsidiary Guarantors and the Issuer, since March 31,
2008.

3. Except as disclosed herein, none of the Issuer, the Guarantor or any of the Subsidiary Guarantors
isinvolved in any litigation or arbitration proceedings relating to claims or amounts which are materia in the
context of the issue of the Securities. None of the Issuer, the Guarantor or any of the Subsidiary Guarantorsis aware
of any such litigation or arbitration proceeding pending or threatened.

4. The Issuer accepts responsibility for the information it has provided in this Final Terms.

5. We will apply to list the Securities on the Luxembourg Stock Exchange and to have the Securities
trade on the Euro M TF, the alternative market of the Luxembourg Stock Exchange. The Securities are issued under
the U.S. $40,000,000,000 Medium-Term Notes Program, Series A, of the Issuer. The date of the origina
commencement of the Medium-Term Note program was July 31, 2000, and these Securities are being offered
pursuant to the recommencement and update of such program on October 11, 2007.

6. This Final Termsis supplementary to, and should be read in conjunction with, the Offering

Circular dated October 11, 2007. Terms used but not defined herein have the same meanings as in the Offering
Circular.

S50



PETROLEOSMEXICANOS, SUBSIDIARY ENTITIES
AND SUBSIDIARY COMPANIES

CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2007, 2006 AND 2005



PETROLEOSMEXICANOS, SUBSIDIARY ENTITIES
AND SUBSIDIARY COMPANIES

CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2007, 2006 AND 2005

INDEX
Contents Page
Report of KPMG Cérdenas Dosal, S.C., Independent Auditor ..................... F-1
Report of PricewaterhouseCoopers, Registered Public Accounting Firm..... F-2
Consolidated financial statements
Consolidated balance ShEELS .........ocviieiiie i F-4
Consolidated statement Of OPEratioNS..........c.coeererererieeiierere e F-5
Consolidated statements of changesin equity ........cccoceveeveceececceceee. F-6
Consolidated statements of changesin financial position....................... F-7

Notes to the consolidated financial statements..........ccccceeveeveevevieesecce s, F-8 through F-54



INDEPENDENT AUDITOR’S REPORT

Mexico City, Mexico, April 11, 2008

To the General Comptroller’s Office
and the Board of Directors of
Petroleos M exicanos:

We have audited the accompanying consolidated balance sheet of Petréleos Mexicanos,
Subsidiary Entities and Subsidiary Companies (“PEMEX") as of December 31, 2007, and the
related consolidated statements of operations, changes in equity and changes in financial position
for the year ended December 31, 2007. These financial statements are the responsibility of the
management of PEMEX. Our responsibility is to express an opinion on these financial
statements based on our audit. The financial statements of PEMEX as of December 31, 2006
and 2005, and for the years then ended, were audited by other independent accountants whose
report dated April 20, 2007, expressed an unqualified opinion on those statements.

We conducted our audit in accordance with auditing standards generally accepted in Mexico.
Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free of material misstatement and are prepared
according with Mexican Financial Reporting Standards. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures contained in the consolidated financial
statements. An audit also includes assessing the standards of financials information used and
significant estimates made by management, as well as evaluating the overall financia statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in al
material respects, the consolidated financial position of PEMEX at December 31, 2007 and the
consolidated results of their operations, changes in equity and changes in financial position for
the year ended December 31, 2007, in conformity with Mexican Financial Reporting Standards.

Our audit was made for the purpose of forming an opinion expressed in the paragraph above.
The supplementary information related to the conversion of Mexican pesos to U.S. dollars,
included in the financial statements as described in Note 3(z) and prepared under the
responsibility of the PEMEX’ s management, is presented only for convenience of the reader, and
is not required for the interpretation of the financial statements. In our opinion such additional
information isfairly stated in all material respects.

KPMG Cérdenas Dosdl, S. C.

/s/ Eduardo Palomino
Eduardo Palomino
Certified Public Accountant




REPORT OF INDEPENDENT PUBLIC ACCOUNTING FIRM

Mexico City, Mexico, June 29, 2007

To the General Comptroller’s Office
and the Board of Directors of
Petroleos M exicanos:

We have audited the accompanying consolidated balance sheets of Petréleos Mexicanos,
Subsidiary Entities and Subsidiary Companies (collectively, “PEMEX") as of December 31,
2006 and 2005, and the related consolidated statements of operations, changes in equity and
changes in financial position for each of the two yearsin the period ended December 31, 2006.
These financial statements are the responsibility of the management of PEMEX. Our
responsibility isto express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in
Mexico. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free of material misstatement.
An audit includes examining, on atest basis, evidence supporting the amounts and disclosures
contained in the consolidated financial statements. An audit also includes assessing the
standards of financials information used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

Asdescribed in Note 3. to the consolidated financia statements, effective January 1,
2005, PEMEX adopted the amendments to Bulletin D-3, “Labor Obligations”, issued by the
Mexican Institute of Public Accountants (“MIPA”), which establishes the rules for valuation and
recording of liabilities arising from other severance payments paid to employees upon dismissal.
As of January 1, 2005, the adoption of these amendments resulted in a charge of
Ps. 1,427,872,000, which is presented in the consolidated statement of operations as a cumulative
effect of adoption of new accounting standards.

As described in Note 3m. to the consolidated financial statements, effective January 1,
2005, PEMEX adopted the provisions of Bulletin C-10, “Derivative Financial Instruments and
Hedging Operations’, issued by the MIPA, which establishes the criteriafor valuation, recording
and disclosure applicable to derivative financial instruments for hedging and to embedded
derivatives. Asof January 1, 2005, the adoption of these provisions resulted in the recognition
of aninitial cumulative charge of Ps. 477,996,000, recognized in the consolidated statement of
operations as a cumulative effect of adoption of new accounting standards.



In our opinion, the consolidated financial statements referred to above present fairly, in
all material respects, the consolidated financial position of PEMEX at December 31, 2006 and
the consolidated results of their operations, changes in equity and changesin financial position
for each of the two years in the period ended December 31, 2006, in conformity with Mexican
Financial Reporting Standards.

PricewaterhouseCoopers

/s/ Ariadna L. Muniz Patifio
Ariadna L. Mufiz Patifio
Public Accountant




PETROLEOSMEXICANOS, SUBSIDIARY ENTITIES

AND SUBSIDIARY COMPANIES
CONSOLIDATED BALANCE SHEETS

(In thousands of Mexican pesos as of December 31, 2007, purchasing power and in thousands of U.S. dollars)

2007 2007 2006
(Unaudited)
ASSETS:
Current assets:
Cash and cash equivalentS (NOLE D) .......c.covirreeieeieieece e Uss$ 15,736,617 Ps. 170,997,240 Ps. 195,776,457
Accounts, notes receivable and other—Net (NOtE 6) ..........ovreveeurecierirnnrnrccees 13,943,286 151,510,543 137,163,105
Inventories—Net (Note 7) 8,571,822 93,143,136 62,063,798
Derivative financial instruments (NOtE 11) .......ccouvurueueiinerinieeeeerireeeeeseseseeie s 1,188,075 12,909,868 4,389,836
23,703,183 257,563,547 203,616,739
TOtal CUITENE @SSELS......cecviectiieiiitesi ettt b e sa e b et nes 39,439,800 428,560,787 399,393,196
Investments in shares of non consolidated subsidiaries and affiliates (Note 8)........ 3,042,770 33,063,354 32,760,946
Properties, plant and equipment—Net (NOte 9) ........coovvviiiiciceiniccrceeie 73,056,399 793,845,453 737,195,457
Intangible asset derived from the actuarial computation 6.626.864 72.008.835 76.495.133
Of 18b0r ObligatioNS (NOIE 12) .......ueveeererereereeieee et sses s snnes e T T
257,880 2,802,177 4,175,692
QL0 = = S = £ Uss$ 122,423,713  Ps. 1,330,280,606 Ps. 1,250,020,424
LIABILITIES:
Current liabilities:
Current portion of long-term debt (NOte 10) ......c.cuvuvvreriirececieirnrereeiceieeese e Uss$ 6,998,778 Ps. 76,050,128 Ps. 66,240,278
SUPPHIENS...eeeeeceee s 3,233,728 35,138,344 37,102,983
Accounts and accrued expenses payable.. 1,665,488 18,097,530 14,592,081
Taxes payable......ccccovveerienreseeesessieens 13,490,765 146,593,355 45,006,644
Derivative financial instruments (Note 11) . 1,250,160 13,584,495 13,372,143
Total current [1abilitieS ........ceeveviieeciccecee e 26,638,919 289,463,852 176,314,129
Long-term liabilities:
Long-term debt (NOLE 10) ....c.cvoireeeeeeerieiseeeee sttt es 39,096,323 424,828,472 524,475,242
Reserve for sundry creditors and others .. 2,895,883 31,467,252 31,513,072
Reserve for labor obligations (Note 12) ... 48,609,566 528,201,272 471,665,183
Deferred taxes (Note 19i. ).....ceevvvnnnne 590,077 6,411,897 4,597,172
Total HabilITIES.....ccueieiecece e e e 117,830,768 1,280,372,745 1,208,564,798
EQUITY (Note 14):
Certificates of CoONtribULION “A” .....c.oouiieircieees e 8,922,897 96,957,993 96,957,993
Mexican Government increase in equity of Subsidiary Entities..........ccocvveeienne. 13,294,217 144,457,629 133,296,805
Surplusin the restatement of €QUILY .........ccoeovrerrerreeiirnenenns 16,430,011 178,531,795 159,893,393
Effect on equity from labor obligations (Note 12) . (4,763,352) (51,759,539) (48,326,747)
Derivative financial instruments (NOtE 11) .......ccceeueuririririeiieieieinissesiseseeereieieseas (101,749) (1,105,629) (1,762,328)
33,782,024 367,082,249 340,059,116
Accumulated losses:
From prior YEarS ..o s (27,504,262) (298,866,819) (345,556,695)
Net income (10SS) fOr the VAN ... (1,684,817) (18,307,569) 46,953,205
(29,189,079) (317,174,388) (298,603,490)
TOtAl BOUILY ovevieiiiiecceee ettt nas 4,592,945 49,907,861 41,455,626
Commitments and contingencies (Notes 15 and 16) - - -
Total liabilities and EQUILY ....ccvovveeeeerirree et Uss$ 122,423,713  Ps. 1,330,280,606 Ps. 1,250,020,424

The accompanying notes are an integra part of these consolidated financial statements.
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PETROLEOSMEXICANOS, SUBSIDIARY ENTITIES
AND SUBSIDIARY COMPANIES

CONSOLIDATED STATEMENT OF OPERATIONS

(In thousands of Mexican pesos as of December 31, 2007, purchasing power and in thousands of U.S. dollars)

GIOSSINCOIMIE.......ceeveeeeeireseeeereesesestessseesesesassese e s seseseesessnsesenesensnsnes
General expenses:
Transportation and distribution EXPENSES..........coovrvrereceeceeerenns
Administrative expenses
Total general EXPENSES ........ccveceiueieieirirr e
OPErating iINCOIME ......c.cotiirireeieieriresieeeie et
Other revenues (principally |EPS benefit)—Net (Note 19h.)............
Comprehensive financing result:
INEEIESE—NEL......eoeieiecc e
Exchange (loss) gain—Net
Gain 0N MONEtary POSITION. .......cueverireririeieereeirieie et

Profit sharing in non-consolidated subsidiaries and affiliates (Note

Hydrocarbon extraction duties and others (Note 19)...........cccccverunene.
Excessgain duties (Note 19d.) .......ccccevvrrrrerrecnene
Hydrocarbon income tax (NOte 19i.) ......ccoccerrvvnniniccrieieessnees
INCOME taX (NOLE LIK.)....vuieireeieieieirree et
Specia tax on production and services (IEPS Tax) (Note 19h.) .......

Cumulative effect of adoption of new accounting standards
(NOtES 1. AN 3M.) .ot

Net (l0ss) income for the Year ...

2007 2007 2006 2005
(Unaudited)

Uss 54,485,281 Ps. 592,047,961 Ps. 567,289,873 Ps. 545,339,433
49,964,740 542,926,858 535,144,048 457,266,832
97,606 1,060,609 1,075,947 1,224,808
104,547,627 1,136,035,428 1,103,509,868 1,003,831,073
42,394,374 460,665,742 418,258,210 389,943,899
62,153,253 675,369,686 685,251,658 613,887,174
2,282,172 24,798,539 24,921,656 23,655,910
5,534,636 60,140,465 56,052,773 50,527,884
7,816,808 84,939,004 80,974,429 74,183,794
54,336,446 590,430,682 604,277,229 539,703,380
7,640,114 83,019,010 61,213,533 2,896,394
(2,896,873) (31,478,006) (36,195,263) (41,500,949)
(132,048) (1,434,868) (2,470,584) 19,031,585
1,184,064 12,866,287 14,819,222 17,633,273
(1,844,857) (20,046,587) (23,846,625) (4,836,091)
510,303 5,545,054 10,073,577 8,658,665
60,642,006 658,948,159 651,717,714 546,422,348
61,474,951 667,999,120 587,020,786 538,063,741
- - 8,223,820 60,869,738
554,965 6,030,367 4,914,859 2,135,245
296,906 3,226,241 4,605,044 3,981,678
- - - 21,824,060
62,326,822 677,255,728 604,764,509 626,874,462
- - - (1,905,868)
uss (1,684,816) Ps. (18,307,569) Ps. 46,953,205 Ps.(82,357,982)

The accompanying notes are an integral part of these consolidated financial statements.



PETROLEOSMEXICANOS, SUBSIDIARY ENTITIESAND SUBSIDIARY COMP

CONSOLIDATED STATEMENTS OF CHANGESIN EQUITY FOR THE YEA

ENDED DECEMBER 31, 2007, 2006 AND 2005
(In thousands of M exican pesos as of December 31, 2007, purchasing power and in thousands of U.S.

Balances as of December 31, 2004
Transfer to prior years' accumulated |osses.

Minimum guaranteed dividends paid to the
Mexican Government approved by the Board of
Directors on June 10, 2006 (NOte 14) ........cccvueerrererrerieenns

Increase in equity of the Subsidiary Entities
made by the Mexican Government (Note 14)

Comprehensive loss for the year (Note 13).........ccveevecnenee
Balances at of December 31, 2005..........ccccveveveeeeriereiernnrennns

Transfer to prior years' accumulated 10SSeS.........c.cocveueenns

Minimum guaranteed dividends paid to the
Mexican Government approved by the
Board of Directors on May 18", 2005 (Note 14)

Increase in equity of the Subsidiary Entities
made by the Mexican GOvernment ...........cooceneereneeeenens

Comprehensive income for the year (Note 13)............cc.......
Balances at December 31, 2006 .........ccceveeveeereereeeeeereereenenens

Transfer to prior years' accumulated |0SSes..........coovveevrinene

Minimum guaranteed dividends paid to
the Mexican Government approved by
the Board of Directors on August 29, 2007 (Note 14).......

Increase in equity of the Subsidiary Entities made by the
Mexican Government (Note 14) .........ccovvvvvriecrneininniennes

Comprehensive loss for the year (Note 13).........ccvvevereenenes

Balances at December 31, 2007 ........cccoevvveeeverieeiereeerennnns
UNAUAITET ...

Mexican
Government
increase
Surplusin the Effect on equity
Certificates of in equity of restatement Derivative financial from labor From
Contribution “A” Subsidiary Entities of equity instruments obligations yea
Ps. 96,957,993  Ps. 36,411,340  Ps. 147,644,457  Ps. - Ps (7,782,166) Ps. (207
- - - - (28
- - - - - (1
48,157,553
8,184,288 (7,036,437) (21,672,659) -
96,957,993 84,568,893 155,828,745 (7,036,437) (29,454,825) (24
- - - - - (8
- - - - - (16
48,727,912

4,064,648 5,274,109 (18,871,922)
96,957,993 133,296,805 159,893,393 (1,762,328) (48,326,747) (34¢
- - - - - 4

- 11,160,824 - - -

- - 18,638,402 656,699 (3,432,792)
Ps. 96,957,993  Ps. 144,457,629  Ps. 178,531,795  (Ps. 1,105,629) (Ps. 51,759,539) (Ps. 29
US$ 8,922,897 US$ 13,294,217  US$ 16,430,011 US$ (101,749) US$ 4,763,352 US$ (2

The accompanying notes are an integral part of these consolidated financial statements.



PETROLEOSMEXICANOS, SUBSIDIARY ENTITIES
AND SUBSIDIARY COMPANIES
CONSOLIDATED STATEMENTS OF CHANGESIN FINANCIAL POSITION

(In thousands of M exican pesos as of December 31, 2007, pur chasing power and in thousands of U.S. dollar s)

2007 2007 2006 2005
(Unaudited)
Operating activities:

Net (loss) income for the Year ..........ccveveceenenenenenenenenens, uUss (1,684,817) Ps.(18,307,569) Ps. 46,953,205 Ps. (82,357,982)

Charges to operations not requiring the use of funds:

Depreciation and amortization...........coeeeeverecerenererinnene, 6,680,506 72,591,718 65,672,189 56,995,357
Reserve for |abor obligations Cost .........cccecvveveeeererieennen, 7,850,662 85,306,866 74,493,349 63,787,616
Profit sharing in non-consolidated subsidiaries and

AFIlIAEES .. 510,302 5,545,054 10,073,577 8,658,665
Deferred taxes. 177,417 1,927,847 904,162 2,135,247
Impairment on fixed assetsS.........coeveieeeeeeeerereresseeeen, - - 703,247 1,432,691

13,534,070 147,063,916 198,799,729
Funds generated (used) in operation activities:

Accounts, notes receivable and other ..........c.coovvvrreenns, (1,320,373) (14,347,438) (37,177,837) 9,930,406

INVENEONES. c...oorvveoreves e sssess s ss s sssnnssen (1,155,331) (12,554,059) (2,678,038) (6,527,714)

Intangible asset derived from the actuarial computation

of 1abor ObligationS .........ccoevrirerrrce e, - - 23,316,114 (14,672,035)

Other assats........c....... 126,403 1,373,515 (576,898) -

SUPPHENS vvooveeeeeeeeeeeeeeeeeeeeeeeree e (180,803) (1,964,639) 3,676,529 6,291,447

Accounts payable and accrued expenses..... 365,779 3,974,633 3,382,644 (14,317,686)

Taxespayable.........covvveeeeeieieccccccees 9,348,872 101,586,711 (26,857,283) 24,181,434

Reserve for sundry creditors and others .. (4,217) (45,820) 3,744,807 (1,203,805)

Derivative financial instruments.............. (747,287) (8,120,165) (2,541,921) 16,798,338

Funds provided by operating activities..........ccccevevrvrennnen. 19,967,113 216,966,654 163,087,846 71,131,979
Financing activities:

Minimum guaranteed dividends paid to the Mexican

GOVEIMNMENE. ...ttt seeeeeeeeens (24,234) (263,329) (16,392,606) (11,482,869)

(Decrease) Increase in Debt—NEL ........c.cocereeenenenenenenenens, (8,267,556) (89,836,920) 10,202,873 65,892,138

Increase in equity of Subsidiary Entities..........ccccevvveinennnns 1,027,114 11,160,824 48,727,912 48,157,553

Retirement, seniority premiums and other post

retirements benefits payments. ........cccocvveveivrceneeseneenns (2,550,779) (27,717,270) (17,042,349) -

Sale of future accounts recaivable..........courrenerrreeerersenenen, - - - (40,871,801)
Funds (used in) provided by financing activities....................... (9,815,455) (106,656,695) 25,495,830 61,695,021
Investing activities:

INVESIMENE iN SNAIES .......vveoeeeece s, (538,133) (5,847,462) (14,153,450) (7,485,420)
Increase in fixed assets—NEL.........cocorirrnnrrnrrrreen, (11,893,920) (129,241,714) (109,103,789) (89,577,399)
Funds used in investing actiVities ..........ccceeeeereeenererrrisesennn, (12,432,053) (135,089,176) (123,257,239) (97,062,819)
Net (decrease) increase in cash and cash equivalents................ (2,280,395) (24,779,217) 65,326,437 35,764,181
Cash and cash equivalents at beginning of theyear ................. 18,017,012 195,776,457 130,450,020 94,685,839
Cash and cash equivalents at end of the year .........ccccoveeeeenenns US$ 15,736,617 Ps 170,997,240 Ps. 195,776,457  Ps. 130,450,020

The accompanying notes are an integral part of these consolidated financial statements.



PETROLEOSMEXICANOS, SUBSIDIARY ENTITIES AND SUBSIDIARY COMPANIES
NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2007, 2006 AND 2005
(Figures stated in thousands of M exican pesos as of December 31, 2007 at purchasing power
and in thousands of U.S. dollarsor other currency units, except exchange ratesand oil prices per barrel)

These financia statements have been translated from the Spanish language for the convenience
of the reader.

NOTE 1—APPROVAL:

On April 11, 2008, the attached consolidated financial statements and the notes
thereto were authorized by the following officers: Public Accountant Victor M. Camara Pedn,
Deputy Director of Financial Information Systems and Public Accountant Enrique Diaz
Escalante, Associate Managing Director of Accounting.

These consolidated financial statements and the notes thereto will be submitted
for approval to the Board of Directors of Petrdleos Mexicanos in a meeting scheduled for April
29, 2008, where it is expected that the Board will approve such statements pursuant to the terms
Article 104 Fraction |11, paragraph a, of the Mexican Securities Market Law, of Article 33
Fraction |, paragraph a section 3 and of Article 78 of the general provisions applicableto
Mexican securities issuers and other participants of the securities market.

NOTE 2—STRUCTURE AND BUSINESS OPERATIONS OF PETROLEOS
MEXICANQOS, SUBSIDIARY ENTITIESAND SUBSIDIARY COMPANIES:

Petroleos M exicanos was created on June 7, 1938, and began operations on July
20, 1938. A decree of the Mexican Congress stated the foreign-owned oil companiesin
operation at that time in the United States of Mexico (Mexico) were thereby nationalized.
Petrdleos Mexicanos and its four Subsidiary Entities (as defined below) are decentralized public
entities of the Federal Government of Mexico (the “Mexican Government”) and together
comprise the Mexican state oil and gas company.

The operations of Petréleos Mexicanos and the Subsidiary Entities are regul ated
by the Constitucién Politica de los Estados Unidos Mexicanos (Political Constitution of the
United Mexican States, or the “Mexican Constitution™), the Ley Reglamentaria del Articulo 27
Constitucional en el Ramo del Petréleo (Regulatory Law to Article 27 of the Political
Constitution of the United Mexican States concerning Petroleum affairs, or the “Regulatory
Law”), effective on November 30, 1958, as amended effective on May 12, 1995, November 14,
1996 and January 13, 2006, and the Ley Organica de Petroleos Mexicanos y Organismos
Subsidiarios (the Organic Law of Petréleos Mexicanos and Subsidiary Entities, or the “Organic
Law”), effective on July 17, 1992, as amended effective on January 1, 1994, January 16, 2002
and January 13, 2006. Under the Organic Law and related regulations, Petrleos Mexicanos is
entrusted with the central planning activities and the strategic management of Mexico's
petroleum industry. For purposes of these financia statements, capitalized words carry the
meanings attributed to them herein or the meanings as defined in the Mexican Constitution or the
Organic Law.

The Organic Law establishes a structure that consists of decentralized legal
entities of atechnical, industrial and commercial nature, with their own corporate identity and
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PETROLEOSMEXICANOS, SUBSIDIARY ENTITIESAND SUBSIDIARY COMPANIES
NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
FOR THE YEARS ENDED DECEMBER 31, 2007, 2006 AND 2005
(Figures stated in thousands of M exican pesos as of December 31, 2007 at purchasing power
and in thousands of U.S. dollars or other currency units, except exchange ratesand oil prices per barrel)

equity and with the legal authority to own property and conduct businessin their own names.
The Subsidiary Entities are controlled by and have characteristics of subsidiaries of Petréleos
Mexicanos. The Subsidiary Entities are:

Pemex-Exploracion y Produccion (“ Pemex-Exploration and Production”);
Pemex-Refinacion (“ Pemex-Refining”);

Pemex-Gas 'y Petroquimica Basica (“ Pemex-Gas and Basic Petrochemicals’); and
Pemex-Petroguimica (“ Pemex-Petrochemicals’).

The strategic activities entrusted to Petroleos Mexicanos and the Subsidiary
Entities by the Organic Law, other than those entrusted to Pemex-Petrochemicals, can be
performed only by Petréleos Mexicanos and the Subsidiary Entities and cannot be delegated or
subcontracted. Pemex-Petrochemicals is an exception and may delegate and/or subcontract
certain activities.

The principal objectives of the Subsidiary Entities are as follows:

I.  Pemex-Exploration and Production explores for and produces crude oil and
natural gas; additionally, this entity transports, stores and markets such
products;

1.  Pemex-Refining refines petroleum products and derivatives thereof that may
be used as basic industrial raw materials; additionally, this entity stores,
transports, distributes and markets such products and derivatives;

[1l.  Pemex-Gas and Basic Petrochemicals processes natural gas, natural gas
liquids and derivatives thereof that may be used as basic industrial raw
materials, and stores, transports, distributes and markets such products;
additionally, this entity stores, transports, distributes and markets Basic
Petrochemicals; and

V. Pemex-Petrochemicals engagesin industrial petrochemical processing and
stores, distributes and markets Secondary Petrochemicals.

At its formation, Petr6leos Mexicanos assigned to the Subsidiary Entities all the
assets and liabilities needed to carry out these activities; these assets and liabilities were
incorporated into the Subsidiary Entities' initial capital contribution. Additionally, Petréleos
Mexicanos assigned to the Subsidiary Entities all the personnel needed for their operations, and
the Subsidiary Entities assumed all the related labor liabilities. There were no changesin the
carrying value of assets and liabilities upon their contribution by Petrdleos Mexicanos to the
Subsidiary Entities.

The principal distinction between the Subsidiary Entities and the Subsidiary
Companies (as defined below) is that the Subsidiary Entities are decentralized public entities



PETROLEOSMEXICANOS, SUBSIDIARY ENTITIESAND SUBSIDIARY COMPANIES
NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
FOR THE YEARS ENDED DECEMBER 31, 2007, 2006 AND 2005
(Figures stated in thousands of M exican pesos as of December 31, 2007 at purchasing power
and in thousands of U.S. dollars or other currency units, except exchange ratesand oil prices per barrel)

created by Article 3 of the Organic Law, whereas the Subsidiary Companies are companies that
have been formed in accordance with the general corporations law of each of the respective
jurisdictions in which they are incorporated, and are managed as any other private corporations
subject to the general corporations law in their respective jurisdictions.

Asused herein, “ Subsidiary Companies’ are defined as (a) those companies
which are not Subsidiary Entities but in which Petroleos M exicanos has more than 50%
ownership investment and effective control, (b) the Pemex Project Funding Master Trust (the
“Master Trust”), a Delaware statutory trust, (c) Fideicomiso Irrevocable de Administracion No.
F/163 (“Fideicomiso F/163"), a Mexican statutory trust incorporated in 2003 in Mexico (both the
Master Trust and Fideicomiso F/163 are controlled by Petréleos Mexicanos) (d) RepCon Lux,
S.A., aLuxembourg finance vehicle whose debt is guaranteed by Petréleos Mexicanos (“ RepCon
Lux") and (e) Pemex Finance, Ltd.

“Non-consolidated subsidiary companies,” as used herein, means (@) those non-
material subsidiary companies which are not Subsidiary Entities or Subsidiary Companies, as
defined above in this note and (b) those companiesin which PEMEX has 50% or less does
ownership investment and not have effective control.

Petrdleos Mexicanos, the Subsidiary Entities and the Subsidiary Companies are
referred to as “PEMEX.”

On September 14, 2004, the authorities authorized the procedures to merge
Pemex-Petrochemicals and its subsidiaries. At the extraordinary Board of Directors meeting
held on February 9, 2006, the merger was formalized with Pemex-Petrochemicals as the
surviving company, which acquired the rights and obligations of its merged subsidiaries on April
30, 2006, while the subsidiary companies became petrochemical complexes operating as part of
the surviving entity. The foregoing had no effect on the preparation of these consolidated
financia statements.

NOTE 3—SIGNIFICANT ACCOUNTING POLICIES:

The preparation of the financial statements 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 well as the recorded amounts
of income and expenses during the year. The important items subject to such estimates and
assumptions include the book value of properties, plant and equipment; the valuation of the
allowance for doubtful accounts, inventories and work in progress and the valuation of financial
instruments and of the assets and liabilities related to labor obligations. Actual results could
differ from those estimates.

Referencesin these financial statements and related notes to “pesos’ or “Ps.”
refers to Mexican pesos and “dollars” or “US$” refersto dollars of the United States of America.
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PETROLEOSMEXICANOS, SUBSIDIARY ENTITIESAND SUBSIDIARY COMPANIES
NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
FOR THE YEARS ENDED DECEMBER 31, 2007, 2006 AND 2005
(Figures stated in thousands of M exican pesos as of December 31, 2007 at purchasing power
and in thousands of U.S. dollars or other currency units, except exchange ratesand oil prices per barrel)

For accounting purposes the functional currency of PEMEX isthe Mexican peso.

Below isasummary of the principal accounting policies followed by PEMEX in
the preparation of these consolidated financia statements, including the concepts, methods and
criteria pertaining to the effects of inflation on the financial information, are summarized below:

a. Effects of inflation on the financial information

PEMEX recognizes the effects of inflation in accordance with Bulletin B-10 of
Normas de Informacion Financiera (Mexican Financial Reporting Standards or “Mexican FRS’
or “NIF's"), “Effects of Inflation” (“Bulletin B-10"). All periods presented herein are presented
in accordance with Bulletin B-10.

The amounts shown in the accompanying consolidated financial statements
include the effects of inflation in the financial information and are expressed in thousands of
constant Mexican pesos as of December 31, 2007, based on the Mexican National Consumer
Price Index (“NCPI"). The indexes used for the recognition of inflation were as follows:

Inflation
December 31, NCPI for the year
2007 125.5640 3.76%
2006 121.0150 4.05%
2005 116.3010 3.33%

b. Consolidation

The consolidated financial statements include the accounts of Petréleos
Mexicanos, the Subsidiary Entities and the Subsidiary Companies. All significant intercompany
balances and transactions have been eliminated in the consolidation.

The consolidated Subsidiary Companies are as follows. P.M.l. Comercio
Internacional, SA.deC.V. (“PMI CIM”); P.M.I. Trading Ltd. (“PMI Trading”); P.M.l. Holdings
North America, Inc. (“PMI HNA”); P.M.I. Holdings Petréleos Espafia (“HPE”); P.M.I. Holdings
B.V. (“PMI HBV"); P.M.Il. Norteamérica, SA. de C.V. (“PMI NASA”); Kot Insurance
Company AG (“KOT"); Integrated Trade Systems, Inc. (“ITS’); P.M.l. Marine Ltd (“PMI
Mar”); P.M.l. Services, B.V. (“PMI-SHQO"); Pemex Internacional Espafia, S.A. (“PMI-SES’);
Pemex Services Europe Ltd. (“PMI-SUK”); P.M.I. Services North America, Inc. (“PMI-SUS");
Mex Gas International, Ltd. (“MGAS’); the Master Trust; Fideicomiso F/163; RepCon Lux and
Pemex Finance, Ltd..

The financia statements of foreign Subsidiary Companies classified asintegrated

foreign operations, as defined by Mexican FRS, are trandated into Mexican pesos on the
following basis: @) monetary items, at the rate of exchange in effect at the end of the period;
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b) non-monetary items, at the historical exchange rate; ¢) income and expense items, at the
average exchange rate for each month in the year; and d) the effect of changes in exchange rates
isrecorded in equity. Thefinancia statementsin pesos are restated at the close of the period in
accordance with the provisions of Bulletin B-10.

The financial statements of other foreign Subsidiary Companies are translated
using the exchange rate effective at year end for monetary assets and liabilities, the historical
exchange rate for non-monetary items and the average exchange rate for the statements of
operations items. The effects of changes in the applicable exchange rates are included directly in
stockholders' equity as “ Surplusin restatement of equity.”

Investment in non-consolidated subsidiary companies and affiliates are accounted
for in accordance with paragraph (h) of this note. Other non-material subsidiary companies and
affiliates are valued at cost and, based upon their relative importance to the total assets and
income of PEMEX, were not consolidated and are accounted for under the equity method.

c. Long-term productive infrastructure projects (PIDIREGAS

The investment in long-term productive infrastructure projects (“PIDIREGAS’)
and related liabilities are initially recorded in accordance with NG-09-B, applicable to Entidades
Paraestatales de la Administracion Publica Federal (“ State-owned Entities of the Federal Public
Administration™), which reguires recording only those liabilities maturing in less than two years.

For the purposes of these consolidated financial statements and in accordance
with Mexican FRS, all accounts related to PIDIREGAS were incorporated into the consolidated
financial statements for the years ended December 31, 2007, 2006 and 2005. All effects of NG-
09-B are therefore eliminated.

The main objective of the Master Trust and Fideicomiso F/163 is to administer
financial resources related to PIDIREGAS that have been designated by PEMEX for that
purpose.

d. Exploration and drilling costs and specific oil-field exploration and depletion reserve

PEMEX uses the successful efforts method of accounting for oil and gas
exploration costs. Exploration costs are charged to income when incurred, except that
exploratory drilling costs are included in fixed assets, pending determination of proven reserves.
Exploration wells more than 12 months old are expensed unless (@) (i) they arein an area
requiring major capital expenditure before production can begin, (ii) commercially productive
guantities of reserves have been found, and (iii) they are subject to further exploration or
appraisal activity in that either drilling of additional exploratory wellsis under way or firmly
planned for the near future, or (b) proved reserves are recorded within 12 months following the
completion of exploratory drilling. Expenses pertaining to the drilling of development wells are
capitalized, whether or not successful.
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Management makes semi-annual assessments of the amounts included within
fixed assets to determine whether capitalization isinitially appropriate and can continue.
Exploration wells capitalized beyond 12 months are subject to additional scrutiny as to whether
the facts and circumstances have changed and therefore whether the conditions described in
clauses (a) and (b) of the preceding paragraph no longer apply.

e. Reservefor abandonment cost of wells

The reserve for abandonment cost of wells (plugging and dismantling), as of
December 31, 2007 and 2006 was Ps.17,148,400 and Ps.16,027,307, respectively, and is
included as operative reserve in long-term liabilities.

The carrying value of these assets is subject to an annual impairment assessment.
(see Note 9).

f. Cash and cash equivalents

Cash and cash equivalents consist of checking accounts, foreign currency and
other highly liquid instruments. As of the date of these consolidated financial statements, earned
interest income and foreign exchange gains or losses are included in the results of operations,
under comprehensive financing result.

g. Inventory and cost of sales
Inventories are valued as follows:

l. Crude oil and its derivatives for export: at realizable value, determined on
the basis of average export prices at year end.

I. Crude ail, natural gas and their derivatives for domestic sale: at realizable
value, in accordance with international market prices at year end.

[I. The refined products inventories. at their acquisition or production cost
calculated in accordance with crude oil costs and auxiliary materials.

V. Gas and petrochemicals: at direct standard cost of such products without
exceeding their market value.

V. Materials spare parts fittings: at the last purchase price without exceeding
their market value.

VL. Materialsin trangit: at acquisition cost.
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PEMEX records the necessary allowances for inventory impairment arising from
obsolescence, slow moving inventory and other factors that may indicate that the realization
value of inventory may be lower than the recorded value.

Cost of salesis determined by adding to inventories at the beginning of the year
the operating cost of ail fields, refineries and plants (including internally-consumed products),
the cost of refined and other products, and deducting the value of inventories at the end of the
year. Theresulting amount is adjusted for inflation based on factors derived from the NCPI.
Cost of sales also includes the depreciation and amortization expense associated with assets used
in operations as well as the expense associated with the reserve for abandonment cost of wells.

h. Investment in shares of non-consolidated subsidiary companies affiliates companies

Certain non-material non-consolidated subsidiary companies are accounted for
under the equity method (see Note 2)

Investments in shares in which PEMEX holds 50% or less of the issuer’s capital
stock are recorded at cost and adjusted for inflation using factors derived from the NCPI.

i. Properties, plant and equipment

Properties, plant and equipment are initially recorded at acquisition cost and
adjusted using factors derived from the NCPI. The restated amounts must not exceed the asset
market value or replacement cost (see Note 9).

Beginning January 1, 2007, assets acquired during the construction or installation
phase of a project include the comprehensive financing result associated with assets as part of the
value of assets. Until 2006, interest and foreign exchange losses or gains associated with these
assets were also included. (see paragraph (y) of this Note).

Depreciation is calculated using the straight-line method of accounting based on
the expected useful lives of the assets, based on calculations from independent appraisals. The
depreciation rates used by PEMEX are as follows:

% Years
BUITAINGS.. ..ottt see 3 33
Plants and drilling equUipMENt ..........ccceveiereeceeie s 35 20-33
Furniture and fIXIUIES .......cooveeiireeree e 10-25 4-10
Offshore platforms. ..o 4 25
Transportation EQUIPMENT .......cccov e 4-20 5-25
PIPEITINES ... 4 25
SOftWar€/COMPULETS.......cveueeeireeceeeriee ettt 10-25 4-10

Related gains or losses from the sale or disposal of fixed assets are recognized in
income for the period in which they are incurred. PEMEX amortizesits well assets using the
units-of-production (“UOP”) method. The amount to be recognized as amortization expenseis
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calculated based upon the number of equivalent barrels of crude oil extracted from each specific
field as compared to the field’ s total proved developed reserves.

The Reglamento de Trabajos Petroleros (“ Petroleum Works Law™) provides that
once awell turns out to be dry, isinvaded with salt water, is abandoned due to mechanical failure
or when the well’ s production has been depleted such that abandonment is necessary due to
economic unfeasibility of production, it must be plugged to ensure the maintenance of sanitary
and safe conditions and to prevent the seepage of hydrocarbons to the surface. All activities
required for plugging awell are undertaken for the purpose of properly and definitively isolating
the cross formations in the perforation that contains oil, gas or water, in order to ensure that
hydrocarbons do not seep to the surface. Thislaw also requires that PEMEX obtain approval
from the Ministry of Energy for the dismantlement of hydrocarbon installations, either for the
purpose of replacing them with new installations or for permanent retirement.

The costs related to wells subject to abandonment and dismantlement are recorded
at their present values as liabilities on a discounted basis when incurred, which istypicaly at the
time the wellsfirst start drilling. The amounts recorded for these obligations are initially
recorded by capitalizing the respective costs. Over time the liabilities will be accreted by the
change in their present value during each period and the initial capitalized costs will be
depreciated over the useful lives of the related assets based on the UOP method. In the case of
non-producing wells subject to abandonment and dismantlement, the full dismantlement and
abandonment cost is recognized at the end of each period.

The carrying value of these long-lived assets is subject to an annual impairment
assessment (see Notes 3j. and 9).

. Impairment of the value of long-lived assets

PEMEX evaluates periodically the values of long-lived assets to determine
whether there is any indication of potential impairment. Recoverability of assetsto be held and
used is measured by a comparison of the carrying amount of an asset to future net revenues
expected to be generated by the asset. If the carrying amount of an asset exceeds its estimated
net revenues, an impairment charge is recognized in the amount by which the carrying amount of
the asset exceeds the fair value of theasset. During 2007, no impairment charge was
recognized by PEMEX. At December 31, 2006 and 2005, PEMEX recorded an impairment
charge related to long-lived assets of Ps. 703,247 and Ps. 1,432,691, respectively. (see Note 9d.).

k. Accruals

PEMEX recognizes, based on management estimates, accruals for those present
obligations for which the transfer of assets or the rendering of servicesis probable and arisesas a
consequence of past events, primarily the payment of salaries and other employee payments as
well as environmental liabilities, in certain cases, such amounts are recorded at their present
value.
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[. Labor obligations

The accumulated benefits related to pensions, seniority premiums, other post-
retirement benefits, and employment termination for causes other than restructuring, to which all
employees are entitled are recorded in the income statement for the year in which employees
rendered services in accordance with actuarial valuations, using the projected unit-credit method
(see Note 12). The amortization of the prior service cost of such services, which has not been
recognized, is based on the employees remaining average years of services. As of December 31,
2007, the remaining average years of services of PEMEX’s employees participating in the plan
was approximately 11 years.

The plan for other post-retirement benefits includes cash to retired personnel and
their dependents for gas, gasoline and necessities, as well as medical services that are provided
using PEMEX’ sinfrastructure. (See Note 12).

Effective on January 1, 2005, PEMEX adopted the amendments of Bulletin D-3,
which provide additional valuation and disclosure requirements for recognizing severance
payments paid to employees upon dismissal. The adoption of these provisions resulted in the
recognition of aninitial liability related to prior service costs in the amount of Ps. 1,427,872 and
a charge to income upon adoption in the same amount, which is presented in the consolidated
statement of operations as part of the cumulative effect of adoption of new accounting standards.

m. Derivative financial instruments and hedging operations

Asof January 1, 2005, PEMEX adopted the provisions of Bulletin C-10,
“Derivative Financia Instruments and Hedging Operations’ (“Bulletin C-10") issued by the
Mexican Institute of Public Accountants, which provide expanded guidance for the recognition,
valuation and disclosure applicable to derivative financia instruments designed as hedges and
embedded derivatives. The adoption of these provisions resulted in the recognition of an initial
cumulative effect to the comprehensive loss in equity of Ps. 6,824,799 and a charge to income
for the year of Ps. 477,996, which is presented in the consolidated statement of operations as part
of the cumulative effect of adoption of new accounting standards (see Note 11).

As of December 31, 2007 and 2006, derivative financial instruments shown in the
balance sheet are recorded at their fair value in accordance with the provisions of Bulletin C-10
(see Note 11).

n. Financial instruments with characteristics of liability, equity or both

Financial instruments issued by PEMEX with characteristics of equity or
liabilities, or both, are recorded at the time of issuance as aliability, equity or both, depending on
the componentsinvolved. Initia costsincurred in the issuance of those instruments are assigned
to liabilities and equity in the same proportion as the amounts of their components. Gains or
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losses related to the components of financial instruments classified as liabilities are recorded as
part of comprehensive financing result. The distribution of profits to the owners of the
components of financial instruments classified as equity is charged to equity.

0. Restatement of equity, other contributions and retained earnings

The restatement of equity, other contributions and accumulated lossesis
determined by applying factors derived from the NCPI from the dates of contributions to the
most recent year end.

p. Cumulative effect of the Hydrocarbon tax

The cumulative effect from the hydrocarbon reserve tax represents the effect from
theinitial recognition of cumulative deferred taxes.

g. Surplusin the restatement of equity

The surplus in the restatement of equity is related to the cumulative results from
theinitial net monetary position and the results from holding non-monetary assets (mainly
inventories and properties and equipment), restated in Mexican pesos with purchasing power as
of the most recent balance sheet date.

r. Taxesand federal duties

Petrdleos Mexicanos and the Subsidiary Entities are subject to special tax laws,
which are based mainly on petroleum production, price forecasts and revenues from oil and
refined products. Petrdleos Mexicanos and the Subsidiary Entities are not subject to the Ley del
Impuesto Sobre la Renta (“Income Tax Law”), the Ley del Impuesto al Activo (“Asset Tax Law™)
or the Ley del Impuesto Empresarial a Tasa Unica (“Flat Rate Business Tax”) (see Note 19).

s. Special Tax on Production and Services (IEPS Tax)

The |EPS Tax charged to customersis atax 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.

t. Revenue recognition

For all export products, risk of loss and ownership title is transferred upon
shipment, and thus PEMEX records sales revenue upon shipment to customers abroad. In the
case of certain domestic sales in which the customer takes product delivery at a PEMEX facility,
sales revenues are recorded at the time delivery istaken. For domestic salesin which PEMEX is
responsible for product delivery, risk of loss and ownership is transferred at the delivery point,
and PEMEX records sales revenue upon delivery.
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u. Comprehensive result

Comprehensive result represents the sum of net income (loss) for the period plus
the effect of inflation restatement, the net effect of exchange rate fluctuations, the effect of
valuation of financial instruments designated as cash flow hedges, the equity effect of labor
reserve and items required by specific accounting standards to be reflected in equity but which
do not constitute equity contributions, reductions or distributions, and is restated on the basis of
NCPI factors (see Note 13).

v. Comprehensive financing result

Comprehensive financing result includes interest income and expense, foreign
exchange gains and losses, monetary position gains and losses and valuation effects of financial
instruments, reduced by the amounts capitalized.

Transactionsin foreign currency are recorded at the exchange rate prevailing on
the date of execution or settlement. Foreign currency assets and liabilities are trandated at the
exchange rate in effect at the balance sheet date. Exchange differences arising from assets and
liabilities denominated in foreign currencies are recorded in operations for the year.

Monetary position gains and losses are determined by multiplying the difference
between monetary assets and liabilities at the beginning of each month, including deferred taxes,
by inflation rates through year end. The aggregate of these results represents the monetary gain
or lossfor the year arising from inflation, which is reported in operations for the year.

w. 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 areasonable
estimation cannot be made, qualitative disclosure is provided in the notes to the consolidated
financial statements. Contingent revenues, earnings or assets are not recognized until realization
is assured (see Note 16).

X. Deferred taxes

Deferred taxes are recorded based on the assets and liabilities comprehensive
approach method, which consists of the recognition of deferred taxes by applying the tax rate to
the temporary differences between accounting and the tax basis of assets and liabilities. Based
on the new fiscal regime enacted in 2005 and applicable to Petrdleos Mexicanos and the
Subsidiary Entities effective January 1, 2006, Pemex-Gas and Basic Petrochemical s established a
deferred tax liability primarily as the result of temporary differences related to advances from
customers, accruals and fixed assets. In addition, certain Subsidiary Companies have historically
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recorded deferred tax liabilities based on concepts similar to those discussed above (see Note
19).

y. Accounting changes

The FRS B-3, Satement of Income, issued by the Mexican Board for Research
and Development of Financial Reporting Standards (Consgjo Mexicano para la Investigacion y
Desarrollo de Normas de Informacion Financiera or “CINIF’) became effective beginning
January 1, 2007. Accordingly, the accompanying statement of income for 2006, has been
modified for reporting as provided under this FRS, which, together with the Interpretacion a las
Normas de Informacion Financiera (Interpretation of Financial Reporting Standards or “INIF")
4, modified the general guidelines for the presentation and structure of the statement of income,
eliminating the special and extraordinary items classifications.

In addition, this FRS requires that ordinary costs and expenses be classified based
on their purpose, function, or acombination of both. Since PEMEX isan industrial entity,
ordinary costs and expenses are classified in order to present the gross income margin.

o FRS D-6, Capitalization of Comprehensive Financial Results (“CFR”) issued
by the CINIF, became effective beginning January 1, 2007. This FRS
establishes the requirement to capitalize CFR attributable to certain assets
having an extended acquisition period prior to being put into use (see Note 9a.)

Certain line items in the consolidated financia statements as of December 31,
2006 have been reclassified in order to make the presentation comparable to the corresponding
lineitemsin the consolidated financial statements as of December 31, 2007.

In addition certain reclassifications have been made to 2006 and 2005 amounts
presented in the consolidated financial statements and related notes to conform such amounts and
disclosures to the December 31, 2007 consolidated financial statement presentation.

z. Convenience trandation

U.S. dollars shown in the balance sheets, the statements of operations, the
statements of changes in equity and statements of changesin financial position have been
included solely for the convenience of the reader. Such amounts are translated from pesos, as a
matter of arithmetic computation only, at the exchange rate for the settlement of obligationsin
foreign currencies provided by Banco de México and the SHCP at December 31, 2007 of
10.8662 pesos per one U.S. dollar. Trandations herein should not be construed as a
representation that the peso amounts have been or could be converted into U.S. dollars at the
foregoing rate or any other rate.
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NOTE 4—FOREIGN CURRENCY EXPOSURE:

As of December 31, 2007 and 2006, the consolidated financial statements of PEMEX
included the following assets and liabilities denominated in foreign currencies were as follow:

Amountsin foreign currency

(Thousands)
Net liability Y ear-end Amountsin
Assets Liabilities position Exchangerate pesos
2007:
U.S. dollars.....ccccovvvniniicinieieieienns 16,950,060 (30,083,877) (13,133,817) 10.8662 (Ps. 142,714,682)
- (142,217,370) (142,217,370) 0.0973 (13,837,750)
230 (402,411) (402,181) 21.6074 (8,690,086)
9,371 (5,932,198) (5,922,827) 15.8766 (94,034,355)
- (260) (260) 9.5957 (2,495)
Currency Danish crowns................. - (250) (250) 2.0075 (502)
Total liability position, before foreign -
currency hedging ........ccceveeeenee. (Ps. 259,279,870)
Amountsin foreign currency
(Thousands)
Net liability Year-end Amountsin
Assets Liabilities position Exchangerate nominal pesos
2006:®
U.S. dollars....cccovveeeeeenirenneeiennens 20,872,208 (46,944,810) (26,072,603) 10.8810 (Ps. 283,695,982)
- (150,040,948) (150,040,948) 0.0913 (13,698,739)
711 (401,812) (401,101) 21.3061 (8,545,898)
23,635 (4,201,854) (4,178,219) 14.3248 (59,852,152)
562,443 (443,338) 119,105 8.9064 1,060,797
Total liability position, before foreign
currency hedging ......c.coeeeevnenne (Ps. 364,731,974)

@ The figures of December 31, 2006 in pesos are stated in thousands of Mexican pesos as of December 31, 2006 purchasing power (nominal
value). Furthermore, as of December 31, 2007 and 2006, PEMEX had foreign exchange hedging instruments, which are discussed in Note 11.

NOTE 5—CASH AND CASH EQUIVALENTS:
At December 31, cash and cash equivalents were as follows:

2007 2006
Cash on hand and n bankS ..................... PS. 64,578,352 PS 95,760,432
Marketable securities..........cocceeeeverereneen. 106,418,888 100,016,025

Ps. 170,997,240 Ps. 195,776,457
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NOTE 6—ACCOUNTS, NOTESRECEIVABLE AND OTHER:

prices per barrel)

At December 31, accounts, notes receivable and other receivables were as

follows:
2007 2006
DOMESLIC CUSLOMEN'S .....cevvveieririiieresieseeseseeeeseneas Ps. 40,506,098  Ps. 34,729,334
EXPOrt CUSIOMETS.....cviveeirievieisieneeie e 25,430,178 19,625,463
Negative |EPS Tax pending to be credited
(NOtE 19)....ceeeceee e 32,943,613 13,372,968
Advance payments to Mexican Government of
minimum guaranteed dividends (Note 14) ..... 4,270,225 268,990
Specific funds (Note 14) 11,858,575 35,589,790
Employees and of ficers......ccccevvvevenenenninnnn, 3,648,372 3,174,902
TaX CreditS.....ooveieeecece e 4,035,632 1,505,183
Other accountsreceivable...........cccvevvivneneieennene. 30,308,784 31,570,645
153,001,477 139,837,275
Less allowance for doubtful accounts................. (1,490,934) (2,674,170)

Ps. 151,510,543 Ps. 137,163,105

NOTE 7—INVENTORIES:

At December 31, inventories were as follows:

2007 2006
Crude oil, refined products, derivatives and petrochemical products ps. 87,971,050 Ps. 56,796,075
Materials and suppliesS in StOCK........cccoverirenenenerereee e 6,370,017 6,673,156
Materials and productS in tranSit ..........ccccevevererenenieneeseeseee s 148,376 300,123
94,489,443 63,769,354

Less alowance for slow-moving and obsolete inventory..............
(1,346,307) (1,705,556)

Ps. 93,143,136

Ps. 62,063,798
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NOTE 8—INVESTMENT IN SHARES OF NON-CONSOL IDATED SUBSIDIARIES

AND ASOCCIATED:

The investments in shares of non-consolidated subsidiaries affiliates and others

were as follows;

Subsidiaries and affiliates shares.
Repsol YPF, SAD .o,
Deer Park Refining Limited® ...........ccccocoonee..e.
Instalaciones Inmobiliarias para Industrias,
SA.deECV. e,
Servicios Aéreos Especializados M exicanos,
SA.dECV. e
Other- NEL....coeeeee e
Total iNVestMENtS.........ccccceeveeveccecee e

Profit sharing in non-subsidiaries and
affiliates:

Repsol YPF, SA.D e,
Deer Park Refining Limited® .........cc.ccooovvvene.

Instalaciones Inmabiliarias para Industrias,

SA.deCV.
Total profit Sharing ..o

Carrying value at December 31,

Per centage of
Investment 2007 2006
5.00% Ps. 23,146,258 Ps. 23,192,819
50.00% 7,113,824 5,924,890
100.00% 1,122,215 1,110,643
49.00% 5,147 5,147
1,675,910 2,527,447
Ps. 33,063,354 Ps. 32,760,946
For theyear ended December 31,
2007 2006 2005
Ps. 588,729 Ps. 3,621,872 Ps. 2,610,657
4,944,329 6,419,178 6,004,199
11,996 32,527 43,809
Ps. 5545054 Ps. 10,073,577 Ps. 8,658,665

(1) PEMEX owned 59,884,453 and 59,404,128 shares of Repsol YPF, SA. at December 31, 2007 and 2006, respectively.

(2) PMI NASA has a50% joint venture with Shell Oil Company, through which it owns a 50% interest in a petroleum refinery located
in Deer Park, Texas. The investment is accounted for under the equity method. During 2007, 2006 and 2005, PEMEX recorded
Ps. 4,944,329, Ps. 6,419,178 and Ps. 6,004,199 of profits, respectively, related to its equity in the results of the joint venture, which
has been recorded under “ profit sharing in non-consolidated subsidiaries and affiliates’ in the statement of operations. In 2006 and
2005, PEMEX paid thejoint venture Ps. 11,078,973 and Ps. 10,742,295, respectively, for the processing of crude oil. As of
December 31, 2006 the contract between PMI1 NASA and Pemex-Refining, was concluded and it was not renewed.
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NOTE 9—PROPERTIES, PLANT AND EQUIPMENT:
At December 31, components of properties, plant and equipment were as follows:

2007 2006
PlantS.......oo i s Ps. 379,268,733 Ps. 357,366,268
PIPEIINES......ooeiece e 296,304,941 278.873,434
WEIIS .o 466,157,259 412,518,087
Drilling eqUIPMENt ........ccveeeeeererere e e seens 22,226,019 22.363.980
BUITAINGS....coiiiieiecece e 47,681,968 42210278
Offshore platforms.........coceeeeeeienesese e 160,543,843 139,223,391
Furniture and eqUIPMENt .........cccoeieverenere e 36,440,294 34,809,700
Transportation eqUIPMEN ........ccocvvevenereneeee e 14,146,501 14,008,239

1,422,769,558 1,301,373,377
Less:
Accumulated depreciation and amortization...................... (760,177,709) (693,295,137)
NEL VBIUE ...t e 662,501,849 608,078,240
LaNd .o e e e 39,842,669 42,164,885
CoNStruction iN ProgreSS .......ooeererereseesiesesesseeseeseeseeseas 90,720,481 86,150,194
Fixed assetsto be disposed Of .........ccccvivvvveveccecierine s 690,454 802,138
TOtAl oo e Ps. 793845453  Ps. 737,195,457

a PEMEX capitalized interest associated with the construction or installation of property,
plant and equipment, totaling Ps. 6,996,305 and Ps. 5,541,036, as of December 31, 2007
and 2006, respectively. Starting in 2007, as part of the adoption of NIF-6, PEMEX
capitalized Ps 5,350,849 of comprehensive financing costs related to qualified fixed
assets, as these costs were directly related to investments during the acquisition phase of
aproject.

b) Total depreciation of fixed assets and amortization of wells for the years ended December
31, 2007, 2006 and 2005 were Ps. 72,591,718, Ps. 65,672,189 and Ps.56,995,357,
respectively, which includes amortization costs related to dismantlement and
abandonment cost for the years ended December 31, 2007, 2006 and 2005 of
Ps. 2,554,062, Ps. 508,361 and Ps. 1,370,730, respectively.

c) Asof December 31, 2007 and 2006, the capitalized portion related to dismantlement and
abandonment costs, net of accumulated amortization, and determined based on the
present value (discounted) of the project cost, was Ps. 17,148,400 and Ps. 16,027,307,
respectively.

d) During 2007 PEMEX performed itsimpairment review of the value of long-live assets
and concluded that there was no impairment for the year. Asof December 31, 2006 and
2005, PEMEX recognized cumulative impairment charges in the value of the long-lived
assets amounting to Ps. 14,593,955 and Ps. 13,890,780, respectively. (see Note 3j.).
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NOTE 10—DEBT:

Under the Ley General de Deuda Publica (“ General Law of Public Debt”), the
Secretaria de Hacienda y Crédito Pablico ( Ministry of Finance and Public Credit or “SHCP’
authorizes the Mexican Government entities, in this case Petréleos Mexicanos and the Subsidiary
Entities, to negotiate and execute external financing agreements, defining the requirements that
must observed in each case.

In addition, PEMEX is authorized to enter into and manage public debt of the
Mexican Government and to guarantee these transactions to international organizations of which
Mexico is part of and to national and international public and private entities

In 2007, significant financing activities of Petroleos Mexicanos were as follows:

Petroleos Mexicanos obtained US$ 7,310 under lines of credit granted by export
credit agencies. These loans bear interest at fixed and variable rates with various maturity dates
through 2012.

During 2007, the Master Trust undertook the following financing activities for
PIDIREGAS:

a. TheMaster Trust obtained credit lines from export credit agencies totaling
US$ 1,002,629.

b. During the second quarter of 2007, the Master Trust repurchased, in the open
market certain amount of its outstanding U.S. dollar-denominated debt
securities with maturities between 2008 and 2027. The total principal amount
repurchased in this program was equal to US$ 1,139,696. These securities
were cancelled after their repurchase.

c. On October 18, 2007, the Master Trust utilized the full amount of its
syndicated revolving credit facility in the amount of US$ 2,500,000. This credit
line was signed on September 14, 2007; it may be used either by Petroleos
Mexicanos or the Master Trust; the credit line consists of two tranches, A and
B, with terms of three and five years, respectively and bears interest at rates of
LIBOR plus 20 basis points for tranche A and 25 basis points for tranche B;
and maturesin 2010 and 2012, respectively; and each of the tranches may be
extended twice, by oneyear. This credit line replaces the two previously
syndicated revolving credit lines, each in the amount of US$ 1,250,000.

d. On October 22, 2007, the Master Trust issued notes for the amount of
US$ 2,000,000, of which US$ 1,500,000 notes were issued at a coupon rate of
5.75% due in 2018 and US$ 500,000 bonds at a coupon rate of 6.625%, duein
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2035. Thisissuance was a second reopening of an issuance which took place
on June 8, 2005.

e. During the fourth quarter of 2007, the Master Trust repurchased in the open
market US$ 5,763,333, of notes, which represent a part of its own debt in notes
with maturities between 2008 and 2027, as well as certain amount of its U.S.
dollar-denominated perpetual notes. These securities were cancelled after their
repurchase.

In 2006, significant financing activities of Petrdleos Mexicanos were as follows:

a. Petroleos Mexicanos obtained credit lines from export credit agencies totaling
US$ 56,241. These loans bear interest at fixed and variable rates with various
maturity dates through 2012.

b. Petréleos Mexicanos drew atotal amount of US$ 3,300,000 of under its
revolving credit lines. These credit lines may be utilized by Petroleos
Mexicanos and the Master Trust.

c. OnFebruary 13, 2006, the Master Trust completed an exchange offer pursuant
to which the Master Trust issued notes with a principal amount totaling
US$ 185,310 in exchange for an equal principal amount of notes previously
issued by Petrdleos Mexicanos, through a reopening of an original exchange
offer made in December 2004. Asaresult of this second exchange, the Master
Trust issued new notes and subsequently received cash payments from
Petroleos M exicanos upon the cancellation of the Petrdleos Mexicanos notes
acquired by the Master Trust.

Cash payments were made on the following dates and in the following amounts:

JUNE L, 2006.........ccoeireriierereereeeeeee e US$ 41,254
JUNE 2, 2006........ccieuereiiiireeeeie s 54,011
AUGUSE 3, 2006 ......oocverviririiirinee e 90,045

TOE .o US$ 185,310

During 2006, the Master Trust undertook the following financing activities for
PIDIREGAS:

a. The Master Trust obtained credit lines from export credit agencies totaling
US$ 1,914,184 and US$ 4,250,000 by refinancing a syndicated loan in two
tranches of US$ 1,500,000 and US$ 2,750,000 due in five and seven years,
respectively.
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b. On February 2, 2006, the Master Trust reopened two series of notes issued on

C.

June 8, 2005 under its Medium-Term Notes Program Series A in two
tranches; US$ 750,000 of 5.75% Notes due in 2015, and US$ 750,000 of
6.625% Notes due in 2035, both of which are guaranteed by Petréleos

M exicanos.

The Master Trust drew atotal aggregate amount of US$ 2,250,000 of its
revolving credit lines guaranteed by Petrdleos Mexicanos. These credit lines
may be utilized by Petrdleos Mexicanos and the Master Trust.

During 2006, the Fideicomiso F/163 undertook the following financing activity:

On June 16, 2006, the Fideicomiso F/163 issued publicly-traded notes
(certificados bursatiles) in the amount of Ps. 10,000,000 (in nominal terms),
duein seven years, with amonthly interest rate of Tasa de Interés
Interbancaria de Equilibrio (the Mexican Interbank Interest Rate or “TIIE”)
less 0.07% and guaranteed by Petroleos Mexicanos.

Various credit facilities require compliance with various operating covenants
which, among other things, place restrictions on the following types of transactions:

The sale of substantial assets essential for the continued operations of the
business;

Liens against its assets; and
Transfers, sales or assignments of rights to payment under contracts for the

sale of crude oil or gas not yet earned, accounts receivable or other negotiable
instruments.

As of December 31, 2007 and 2006, PEMEX was in compliance with the
operating covenants described above.
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As of December 31, 2007 and 2006, long-term debt was as follows:

December 31, 2007

Pesos Foreign currency Pe
Rate of Interest® Maturity (thousands) (thousands) (thous
U.S. dollars:
Bonds Fixed from 4.75% to 9.5% and Variousto
LIBOR plus 0.425% to 1.8% 2035 Ps. 163,225,526 12,119,761 Ps.  2C
Financing assigned to Fixed from 3.23% to 7.69% and Variousto
PIDIREGAS LIBOR plus 0.02% to 2.25% 2017 72,163,251 6,641,075 7
Purchasing loans and project  Fixed from 3.32% to 5.04% and Variousto
financing LIBOR plus 0.0625% to 2% 2014 2,108,662 194,057
Leasing contracts Fixed from 8.05% to0 9.91% Variousto
2012 - _
Credit lines LIBOR plus 0.20% and 0.25% Variousto
2023 27,165,500 2,500,000
External trade loans LIBOR plus 0.325% to 0.475% Variousto
2013 46,181,350 4,250,000 4
Bank loans Fixed from 5.44% to 5.58% and Variousto
LIBOR plus 0.7% to 1.9% 2013 5,107,114 470,000
Total financing in U.S. dollars 315,951,403 26,174,893 37
Euros:
Bonds Fixed from 5.5% to 6.62%, and Variousto
floating of 8.21467% 2025 50,857,376 3,203,291 6
Unsecured loans, banks and Fixed from 2% 2016
project financing 5,544 349
Total financing in Euros 50,862,920 3,203,640 €
Japanese yen:
Direct loans Fixed from 4.2% 2009 468,081 4,810,695
Bonds Fixed from 3.5% 2023 2,919,000 30,000,000
Prime 2.9081% and Fixed from 1%  Variousto
Project financing t0 2.4% 2017 10,871,232 111,729,003
Total fi inginY
ot finanaing In Yen 14,258,313 146,539,698 1
Sterling pound:
Bonds Fixed 7.5% 2013 8,642,960 400,000
Pesos:
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December 31, 2007

Pesos Foreign currency Pe
Rate of Interest® Maturity (thousands) (thousands) (thous
Certificates TIE less 0.07% and CETES plus Variousto
0.35% to 0.65% 2019 81,918,416 9
Syndicated bank loans TIE plus 0.35% and fixed from
8.4% 2008 3,500,000
Project financing and Fixed from 11% and TIE plus0.4% Variousto
syndicated bank loans t0 0.48% 2012 12,333,333 1
Total financing in pesos 97,751,749 12
Total principal in pesos” 487,467,345 57
Plus: Accrued interest 58,565
Notes payable to contractors 13,352,690 1
Total principal and interest 500,878,600 59
Less: Short-term maturities 71,499,353 6
Current portion of notes
payable to contractors 4,550,775
Total short-term debt 76,050,128 6
Long-term debt Ps. 424,828,472 Ps. 52
2008 2009 2010 2011 2012 -
Maturity of the principal outstanding for each
of the years ending December 31, Ps. 76,050,128 Ps. 67453662 Ps. 70,150,790 Ps. 56261413 Ps. 38928853

Notes to table:

(1) Includes financing from foreign banks of Ps. 355,682,481 and Ps. 418,347,126 as of December 31, 2007 and 2006, respectively.

(2) Asof December 31, 2007 and 2006 the rates were as follows: LIBOR, 4.59625% and 5.37%, respectively; the Prime rate in Japanese yen, 1.875% a
rate, 7.62% for 91 days and 7.71% for 182 days and 7.17% for 91 days and 7.20% for 182 days, respectively; TIIE 7.37% and 8.95%, respectively.
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The total amount of notes payable to contractors at December 31, 2007 and

December 31, 2006 are as follows:

2007 2006
Total notes payable to contractors @@ ... Ps. 13352,690 Ps. 10,753,711
Less: Current portion of notes payable to contractors........ 4,550,775 3,494,990
Notes payable to contractors (long-term) ..........ccceeeeeeneenee. Ps. 8,801,915  Ps. 7,258,721

@

@

©)

Q)

On November 26, 1997, Petroleos Mexicanos and Pemex-Refining entered into a financed public works contract and a unit-price

public works contract with Consorcio Proyecto Cadereyta Conproca, S.A. de C.V. The related contracts are for the reconfiguration
and modernization of the Ing. Héctor R. Lara Sosarefinery in Cadereyta, N.L. The original amount of the financed public works
contract was US$ 1,618,352, plus a financing cost of US$ 805,648 , due in twenty semi-annual payments of US$ 121,200. The
origina amount of the unit-price public works contract was US$ 80,000, including afinancing cost of US$ 47,600 payable monthly
based on the percentage of completion. At December 31, 2007 and 2006, the outstanding balances of the respective contracts were
Ps. 5,854,295 and Ps. 8,186,797, respectively.

On June 25, 1997, PEMEX entered into a 10-year service agreement with a contractor for adaily fee of US$ 82.50 for the storage
and loading of stabilized petroleum by means of afloating system (“FSO”). At December 31, 2007 and 2006, the outstanding
balances were Ps. 242,888 and Ps. 531,296, respectively.

PEMEX has Financed Public Works Contracts (*FPWC”) (formerly known as Multiple Services Contracts or “MSCs") pursuant to
which the hydrocarbons and construction in progress are property of PEMEX. Pursuant to the FPWC, the contractors manage the
work in progress, classified as development, infrastructure and maintenance. As of December 31, 2007 and 2006, PEMEX has an
outstanding payable amount of Ps. 3,228,735 and Ps. 2,035,618, respectively.

During 2007, a Floating Production Storage and Offloading (“FPSO”) vessel was purchased. The investment in the vessel totaled
US$ 723,575, of which US$ 352,996 were paid in 2007 and the remaining amount of US$ 370,579 (Ps.4,026,772) as of December
31, 2007, will be paid over a period of 15 years.

NOTE 11—FINANCIAL INSTRUMENTS:

PEMEX’s cash flows arising from its commercial and financial activities are

exposed to the volatility of interest rates, currency exchange rates and hydrocarbon pricesin the
national and international markets.

In order to supervise and mitigate the potential deviations of its cash flows,

PEMEX has adopted a General Risk Management framework, which includes the regulation of
derivative financia instruments.

Within this framework, the General Risk Management Policies and Guidelines are

proposed by the Risk Management Committee and approved by the Board of Directors.

Functions for the Risk Management Committee (the “Committee”) include the

authorization of the general strategies of risk management. The committee is comprised of
representatives of PEMEX, the Central Bank of Mexico, the SHCP and PMI CIM.

Additionally the Risk Management Deputy Director designs and proposes to the

Committee the institutional regulations and risk management strategies for managing financial
market risk.
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(1) Counterparty risk from the use of derivative financial instruments

PEMEX is exposed to credit risk (or repayment risk) when the market value of
these instruments is positive (favorable for PEMEX) since it faces arepayment risk if the
counterparty failsto fulfill its performance obligations. When the fair value of a derivative
contract is negative, the risk belongs to the counterparty.

In order to minimize thisrisk, PEMEX only entersinto transactions with high
credit quality counterparties based on credit ratings from rating agencies such as Standard &
Poors and Moodys.

PEMEX’ s derivative transactions are generally executed on the basis of standard
agreements and in general, collateral for financia derivative transactionsis neither provided nor
received.

(i) Interest rate risk management

PEMEX is exposed to fluctuations in the interest rates applicable to different
currencies. The predominant exposureisto LIBOR in U.S. dollars, due to the fact that most of
its debt is denominated in U.S. dollars or hedged to U.S. dollars through currency swaps. The
use of derivative financia instruments allows PEMEX to obtain an acceptable composition of
fixed and variable rates in the debt portfolio.

The derivative financia instruments used in PEMEX’ s hedging transactions
consist principally of fixed-floating interest rate swaps, and under these instruments PEMEX has
the right to receive payments based on LIBOR or Mexican interest rates (TI1E) and is entitled to
pay afixed rate.

(i) Exchange rate risk management

Since asignificant amount of PEMEX’s revenuesis denominated in U.S. dollars,
PEMEX generally obtainsloansin U.S. dollars. However, PEMEX also borrows in currencies
other than U.S. dollar in order to take advantage of existing financing conditions of these foreign
currencies.

PEMEX has entered into currency swaps transactions as a hedging strategy
against exchange fluctuations of debt issued in currencies other than U.S. dollars.

(iv) Commodity price risk management
Natural gas:

PEMEX offersto its customers derivative financial instruments as a value added
service and PEMEX provides various hedging contracts to its customers in order to give them
the option of protecting themselves against fluctuations in the price of its products. The risk that
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PEMEX acquires under these contractsis transferred to financial counterparties through its MGl
Supply Ltd. Subsidiary.

Crudeoil:

Duetoitsfiscal regime, PEMEX transfers most of itsrisk related to crude oil
prices to the Mexican Government. As a consequence, PEMEX generally does not enter into
long-term hedging transactions against fluctuations in crude oil prices. During 2007 and 2006,
PEMEX did not enter into any crude oil price hedging transactions.

(v) Fair value of derivative financial instruments

The fair value of derivative financia instrumentsis sensitive to movementsin the
underlying market rates and variables. PEMEX monitors the fair value of derivative financial
instruments on aperiodic basis. Fair values are calculated for each derivative financial
instrument, and represent the price at which one party would assume the rights and duties of
another party. Fair values of financia derivatives have been calculated using common market
valuation methods with reference to available market data as of the balance sheet date.

e Thefair valuefor interest rate, exchange rate and hydrocarbon derivative
instruments is determined by discounting future cash flows as of the
balance sheet date, using market quotations for the instrument’s remaining
life.

e Pricesfor options are calculated using standard option-pricing models
commonly used in the international financial market.

e Exchange-traded energy futures contracts are valued individually at daily
settlement prices quoted on the futures markets.
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(vi) Embedded derivatives

As of December 31, 2007, PEMEX recognized anet gain of Ps. 5,990,399
recorded in comprehensive financial result, as aresult of the foreign currency embedded
derivatives detected from contracts denominated in currencies other than the functional currency
of PEMEX and its counterparties. These embedded derivatives have been modeled and valued as
multiple currency forwards, by using models and inputs commonly used in the market and based
on the expected exchange rates between Mexican pesos and the currency of each contract. If
expected exchange rates as of the balance sheet date appreciate with respect to those observed at
the signing date of each contract, the positive effects will increase.

(vii) Operations with derivative financial instruments

PEMEX entersinto derivative financials transactions with the sole purpose of
hedging financial risks related to its operations, assets, or liabilities. Nonetheless, some of these
transactions do not qualify for hedge accounting and therefore are recorded in the financial
statements as non-hedges, despite the fact that their cash flows are offset by the cash flows of the
positions to which they relate.

PEMEX seeks to mitigate the impact of market risk in its financial s statements,
through the establishment of aliability structure consistent with its expected operative cash
flows.

Asaresult, PEMEX seeksto eliminate exchange rate risk of the debt issued in
currencies other than pesos or U.S. dollars by entering derivative financial instruments contracts.

Likewise, the applicable accounting rules for derivative financial instruments,
establish that a derivative cannot be designated as a hedge of another derivative; therefore, the
derivatives offered by PEMEX to its clients, as a value added service, as well as those entered
into with the opposite position in order to offset that effect, are treated for accounting purposes
as non-hedges.

As of December 31, 2007 and 2006, the fair value of the derivative instruments
was (Ps. 6,665,027) and (Ps. 8,982,308), respectively. These amounts include the derivative
instruments designated as cash flow hedges and their fair value of (Ps. 977,664) and
(Ps. 1,705,290), respectively, that were recorded under other comprehensive loss.

The following table shows the fair value and the notional amount of the over-the-
counter derivative instruments, outstanding as of December 31, 2007 and 2006, which are
designated as cash flow hedges:
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2007 2006
Notional Value Fair Value Notional Vaue Fair Vaue
Interest rate swaps:
Pay fixed/ receive variable......... Ps. 14,211,489 Ps. (1,267,432) Ps. 17,741,995 Ps. (1,877,925)
Cross-currency swaps.
Pay Mexican Peso / receive
(U] ] Ps. 11,901,650 Ps. 221,101  Ps. - Ps. -

Derivative instruments designated as cash flow hedges that have the same critical
characteristics as the item being hedged are considered to be highly effective.

In light of the foregoing, these instruments do not have an impact in earnings due
to hedge inefficiency, and their fair value is recognized in its entirety as part of equity through
other comprehensive income. The fair value of these instrumentsis reclassified into earnings at
the same time as the hedged item cash flows affect earnings.

If aderivative instrument designated as a cash flow hedge is not effective, the
ineffectiveness portion of itsfair value has an impact on earnings and the effective portion is
recorded as part of equity through other comprehensive income and is reclassified into earnings,
while the hedged items cash flows affect earnings

When a cash flow hedge is no longer effective, the accumulated gains or losses
that were recorded in other comprehensive income have to remain in this account and be
reclassified into earnings at the same time as the hedge item cash flows affect earnings; however,
from that date forward, the derivative instrument will lose the hedge accounting treatment. As of
December 31, 2007, only one interest rate swap designated as a cash flow hedge had lost its
effectiveness.

As of December 31, 2007, anet loss of Ps. 1,479,284 was reclassified from other
comprehensive income into earnings and it is estimated that in 2008 a net loss of Ps. 812,620
will be reclassified from other comprehensive income into earnings.

The following table shows the fair value and the notional amount of over-the-
counter derivative instruments as of December 31, 2007 and 2006 that were treated for
accounting purposes as non-hedges:
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Interest rate swaps pay fixed / receive
Vaabl €.
Cross-currency swaps:

Pay U.S. Dollar / receive Euros

Pay U.S. Dollar / receive Japanese Y en.

Pay U.S. Dollar / receive Ponds Sterling

Natural gas swaps:

Pay fixed / receive variable
Pay variable/ receive fixed......
Pay variable/ receive variable

Natural gas options:

2007 2006
Notional Value Fair Value Notiona Vaue Fair Vaue

Ps. 5,000,000 Ps. (185719) Ps. 5,187,950 Ps. (381,586)
44,730,188 3,549,308 59,713,915 1,796,741
13,549,835 (355,956) 13,310,235 (968,825)
7,417,159 1,120,775 7,706,453 1,294,656

Ps. 5,163,787 Ps. 202 Ps. 5,683,033 Ps. 11,916,029
5,185,476 16,882 6,668,063 (11,883,888)

472 470 2,493 (3,747)

Ps. 73,261 Ps. 31,953

(74,064) 384

361,510 117,280

(361,300) (116,576)

Note: The exchange rates as of December 31, 2007 and 2006 were Ps. 10.8662 and 10.8810 per U.S. dollar, respectively.

hedges.

As of December 31, 2007 and 2006, PEMEX recognized a net (loss) and a net
profit of (Ps. 514,893) and Ps. 916,790, respectively, in the comprehensive financing cost related
to operations with derivative financial instruments treated for accounting purposes as non-

As of December 31, 2007, PEMEX recognized anet loss of Ps. 702,173, in other
revenues related to operations with derivative financia instruments treated for accounting
purposes as non-hedges.

The estimated fair value of financial instruments other than derivatives for which
it is practicable to estimate their value, as of December 31, 2007 and 2006, in nominal terms, is

asfollows:
2007 2006
Carrying value Fair value Carrying value Fair value

Assets:
Cash and cash equivalents...........cccoeecrerenne Ps. 170,997,240 Ps. 170,997,240 Ps. 195,776,457 Ps. 195,776,457
Accounts receivable, notes and other... 151,510,543 151,510,543 137,163,105 137,163,105
Derivative financial instruments.................... 12,909,868 12,909,868 4,389,836 4,389,836
Liabilities:
SUPPHES...vivereieirisiiieeee et 35,138,344 35,138,344 37,102,983 37,102,983
Accounts and accumul ated expenses
PAYADIE....c.ceiii e 18,097,530 18,097,530 14,592,081 14,592,081
Taxes payable........coueereeeviesesceee e 146,593,355 146,593,355 45,006,644 45,006,644
Derivative financial instruments.................... 13,584,495 13,584,495 13,372,143 13,372,143
Current portion of long-term debt.................. 76,050,128 76,050,128 66,240,278 66,240,278

424,828,472 442,731,344 524,475,242 556,153,282

Long-term debt ..o
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The fair value of the financial instruments presented in the previous table appears
for informative purposes.

The nominal value of financial instruments such as cash equivalents, accounts
receivable and payable, taxes payable and current portion of long-term debt approximate their
fair value because of their short maturities.

The fair value of long-term debt is determined by reference to market quotes, and,
where quotes are not available, is based on discounted cash flow analyses. Because assumptions
significantly affect the derived fair value and they are inherently subjective in nature, the
estimated fair values may not necessarily be realized in a sale or settlement of the instrument.

NOTE 12—LABOR OBLIGATIONS:

PEMEX has established employee non-contributory retirement plansin
accordance with the Ley Federal del Trabajo (“Federal Labor Law”) and under collective
bargaining agreements. Benefits are determined based on years of service and final salary at
retirement. Liabilities and costs of such plans, including those related to the seniority premium
benefit, to which every employee is entitled upon termination of employment, are recorded in
accordance with actuarial valuations performed by independent actuaries.

PEMEX partially fundsits labor obligations through a Mexican trust structure, the
resources of which come from the seniority premium item of the Governmental Budget, or any
other item that substitutes or could be connected to this item, or that is associated to the same
item and the interests, dividends and capital gains obtained from the investments of the trusts.

PEMEX has also established plans for other post-retirement benefit obligations
whose actuarial amounts are determined by independent actuaries. Such plans include the
following benefits: cash provided to the retired personnel and their dependents for gas
consumption, gasoline and other basic necessities, as well as, medical services which are
provided using PEMEX’ s infrastructure.

Cash Flow:

Plan contributions and benefit paid were as follows:

Retirement remuner ations, seniority

premiums, pension and indemnity Other post-retirement benefits
2007 2006 2007 2006
Contribution to the pension plan assets......... Ps. 19,357,177  Ps. 13,221,734 Ps. 5,750,386  Ps. 5,207,690
Payments charged to the plan assets............. 13,449,831 11,839,880 5,750,386 5,207,690

Payments related to medical services provided to retired personnel were
Ps. 2,609,707 and Ps. 2,574,209, during 2007 and 2006, respectively.
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The cost, obligations and other elements of the pension plan, seniority premium
plan and other post-retirement benefits plans different from restructuring, mentioned in Note 3I.
of these financial statements, were determined, based on calcul ations prepared by independent
actuaries as of December 31, 2007, 2006 and 2005.

The components of net periodic cost for the years ended December 31, 2007,

2006 and 2005 are as follows:

Retirement remuner ations, seniority premiums,
pension and indemnity

Other post-retirement benefits

2007 2006 2005 2007 2006 2005
Net periodic cost:
Service CoSt.....ouvviiriiiicrciae, Ps. 9,167,594 Ps. 7507356 Ps. 6513609 Ps. 6,405902 Ps. 5881745 Ps. 4,163,849
Financial cost.......cccoevvrvnneninene, 27,246,555 24,571,208 20,983,951 21,795,906 18,562,492 15,479,140
Return on plan assets................... (26,007) (51,860) (185,989) - -
Amortization of prior services
cost and plan amendments........... 677,353 663,036 364,519 4,483,931 4,447,357 4,478,314
Variances in assumptions and
experience adjustments............... 1,319,028 671,355 (168,555) (1,352,970) (3,131,317) (3,811,680)
Amortization of transition
@Dty ..o, 6,133,654 6,114,252 6,157,546 6,407,047 6,357,929 6,402,163
Inflation adjustment ................... 1,650,858 1,598,629 1,118,730 1,398,004 1,301,166 889,879
Total periodic COst ......covvuenneee. 46,169,035 41,073,976 34,783,811 39,137,820 33,419,372 27,601,665
Recognition of severance
PAYMENLS.....oeiriieeiireeresiesee - - 1,402,142 - -
Net periodic CoSt ......coveverenenenee. Ps. 46,169,035 Ps. 41,073,976 Ps. 36,185953 Ps. 39,137,820 Ps. 33,419,372 Ps. 27,601,665

The actuarial present value of benefit obligationsis as follows:

Retirement remunerations, seniority

premiums, pension and indemnity

Other post retirement benefits

2007 2006 2007 2006
Vested benefit obligation value:
Vested benefit obligation ..........ccccocrrirernenns Ps. 206,364,293 Ps. 191,557,538 Ps. - Ps. -
Accumulated benefit obligation (ABO)/ Ps. 357,768,687 Ps. 330,616,544 Ps - Ps. -
ODlIGaLION. ...
Projected benefit obligation (PBO)/ Ps. 367,485,744 Ps. 336,758,891 Ps. 300,396,198 266,481,493
Plan assets at fair value..........ccoocecvvccrnennne, (7,664,407) (2,118,402) - -
Projected benefit obligation over plan 359,821,337 334,640,489 300,396,198 266,481,493
BSSELS. ...t
Items to be amortized:
Prior services cost and plan amendments...... (6,449,919) (7,080,185) (58,102,534) (62,590,753)
Variances in assumptions and experience (54,196,339) (49,016,755) 743,034 14,811,311
AJUSEMENTS.......ecveeeeercces e
Unamortized transition liability ...........c......... (66,631,947) (72,807,858) (71,146,932) (77,594,439)
Project liability Net.........ocovveeceinnrnee 232,543,132 205,735,691 171,889,766 141,107,612
Additional liability .... 123,768,374 124,821,880 - -
Total liability ....cveeeeeeeeirrr e Ps. 356,311,506 Ps. 330,557,571 Ps. 171,889,766  Ps. 141,107,612
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Significant assumptions used in determining the net periodic cost of plans are as

follows:
Retirement remunerations, seniority
premiums, pension and indemnity Other post-retirement benefits
2007 2006 2007 2006
DiSCOUNt FALE .......cocvrviiriiicceee s 4.25% 4.25% 4.25% 4.25%
Rate of compensation increase.............c.c...... 0.50% 0.50% 0.50% 0.50%
Expected long term rate of the return on
Plan @SSELS.......cooviicc s 4.25% 4.25%
Employees’ average remaining labor life
over which pending amortization items are
AMOTiZEH ... 11 years 12 years 11 years 12 years

Plan assets

The Plan assets are included into two trusts, Fondo Laboral Pemex (*FOLAPE”)
and Fideicomiso de Cobertura Laboral y de Vivienda (“FICOLAV1”), which are managed by
BBV A Bancomer, S. A. and a Technical Committee, which is composed of personnel from
Petroleos M exicanos and the trusts.

The weighted-average asset allocation of retirement benefits, for seniority
premiums, pensions and other benefits are as follows:

Retirement remuner ations, Seniority

Typeof investment premiums, Pension and indemnity Other post-retirement benefits
2007 2006 2007 2006
Governmental SECUNties........ccocovvreevevceenerenn 84.2% 71.0% 84.2% 71.0%
Fixed rate securities 15.8% 29.0% 15.8% 29.0%
TOtAl .o 100.0% 100.0% 100.0% 100.0%

NOTE 13—COMPREHENSIVE (LOSS) INCOME:

Comprehensive (loss) income for the years ended December 31, 2007, 2006 and
2005 was as follows:

2007 2006 2005
Net (10SS) INCOME ...ooveeeeeeeireeee e Ps. (18,307,569) Ps. 46,953,205 Ps. (82,357,982)
Surplus in restatement of equity........ 18,638,402 4,064,648 8,184,288
Derivative financial instruments................ 656,699 5,274,109 (7,036,437)
Effect on equity from labor obligations..... (3,432,792) (18,871,922) (21,672,659)
OLNES <o - 710,094 -
Comprehensive (loss) income for the year ....... Ps. (2,445,260) Ps. 38,130,134 Ps. (102,882,790)

NOTE 14—EQUITY:
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On December 31, 1990, certain debt owed by Petrdleos Mexicanos to the
Mexican Government was capitalized as equity. This capitalization amounted to Ps. 22,334,195
in nominal terms (US$ 7,577,000) and was authorized by the Board of Directors. The
capitalization agreement between Petrdéleos Mexicanos and the Mexican Government states that
the Certificates of Contribution “A” constitute permanent capital. As aresult, the Certificates of
Contribution “A” are asfollows:

Amount
Certificates of Contribution “A” (nominal value)..........cceeeeevevervnvvenennenn Ps. 10,222,463
Inflation restateMENt INCIEASE.........ceeivee ettt eee b 86,735,530
Certificates of Contribution “A” in Mexican pesos of December 31, 2007
PUICNBSING POWES ...t esessssseesseseessesssssessesssssessssssssssssssessens Ps. 96,957,993

Asacondition of this capitalization, Petroleos Mexicanos agreed to pay a
minimum guaranteed dividend to the Mexican Government equal to the debt service for the
capitalized debt in December 1990. The minimum guaranteed dividend consisted of the payment
of principa and interest on the same terms and conditions as those originally agreed upon with
international creditors through 2006, at the exchange rates on the date that such payments are
made. Such payments must be approved annually by the Board of Directors. This minimum
guaranteed dividend was extended until 2007, by the CA-164/2007 agreement.

During 2007 and 2006, Petrdleos Mexicanos paid Ps. 4,270,225 and Ps. 268,990,
(Ps. 263,329 nominal value) respectively, to the Mexican Government in advance for the
minimum guaranteed dividend. These payments will be applied to final amount that the Board
of Directors approves as the total annual dividend, which usually occursin the following fiscal
year.

In 2006, Board of Directors of Petréleos Mexicanos approved the capitalization
(i.e., transfer to equity) of Ps. 621,009 (Ps. 594,987 nominal value) for infrastructure works,
corresponding to resources from the Mexican Government in accordance with the Federal
Revenue Law for 2004.

During 2006, in compliance with the agreement CA399/2004, the Board of
Directors of Petréleos Mexicanos approved the capitalization of Ps. 652,310 (Ps. 608,068
nominal terms) of revenues at December 31, 2005, from the Mexican Government for
infrastructure works in accordance with the Federal Income Law for 2004.

In December 2006, the Mexican Government made a payment in the amount of
Ps. 47,454,593 (Ps. 45,735,400 nominal value) to Petréleos Mexicanos derived from excess
revenues that were paid in accordance with the Federal Expenditure Budget for the 2006 fiscal
year. This payment increased the equity of Petréleos Mexicanos and the Subsidiary Entities.

In December 2007, the Mexican Government made payments in the amount of
Ps. 11,160,824, to Petrdleos Mexicanos, which was capitalized in equity. Thistotal includes two
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payments in the amount of Ps. 11,131,800 and Ps. 19,700, which were additionally received from
the Fondo sobre Ingresos Excedentes (“FIEX”). PEMEX also capitalized interest in the amount
of Ps. 9,324 which was related to these payments. This payment derived from excess revenues
that were paid in accordance with the Ley de Presupuesto y Responsabilidad Hacendaria,
(“Federal Budget and Fiscal Responsibility Law”) article 19, fraction IV, clauses b) and ¢).
Additionally, in February 2008, the Mexican Government made another payment in the amount
of Ps. 2,806,200, to Petréleos Mexicanos.

In 2004, Petroleos Mexicanos signed an agency agreement (Funds for Specific
Purposes-Trade Commission) with Banco Santader Serfin, S.A. as an agent in order to manage
the funds transferred by the Mexican Government to Petréleos Mexicanos and Subsidiary
Entities. According to the Ley de Ingresos de la Federacion (“Federal Revenue Law”), these
funds are to be utilized only for infrastructure works related to exploration, refining, gas and
petrochemicals. Payments made by the Mexican Government that increase the equity of
Petroleos M exicanos and the Subsidiary Entities are deposited into the Fund for Specific
Purposes — Trade Commission. As of December 31, 2007 and 2006, the balance of this account
was Ps. 11,858,575 and Ps. 35,589,790, respectively (see Note 6).

NOTE 15—COMMITMENTS:

a. During 2007, PEMEX purchased a Floating Production Storage and Offloading
(“FPSO”) vessel. The basic function of this new vessdl is the reception and
processing of crude oil from marine wells. The tanker treats and separates oil and gas,
in order to meet international API guidelines for exploration. Upon completion of this
process, the tanker stores the product and distributesit to foreign clients’ shiPs. The
tanker has a storage capacity of 2 million barrels and a distribution capacity of 1.2
million barrels per day.

Total investment in the vessel was US$ 723,575, of which US$ 352,996 was paid in
2007 and the balance will be due over a period of 15 years.

Future estimated payments are as follows:

2008.....cicieieieeireee s US$ 25,267
2009.....cceieee s 25,267
2010 .t 25,267
0 1 25,267
2012 s 25,267
2013 and thereafter ...........cceu.. 244,244
Total ..o Uss$ 370,579

b. PEMEX has entered into a nitrogen supply contract for the pressure maintenance
program at the Cantarell field. During 2007, an additional contract was incorporated,
also with the purpose of supplying nitrogen to the Ku-Maloob-Zap field, extending
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the original contract until 2027. At December 31, 2007 and 2006, the value of the
nitrogen to be supplied during the term of the contract was approximately

Ps. 18,314,382 and Ps. 13,377,497, respectively. In the event of the annulment of the
contract and depending on the circumstances, PEMEX has the right and obligation to
acquiring the vendor’ s nitrogen plant, under the terms of the contract.

Future estimated payments are as follows:

Ps. 1,969,805
1,695,836
1,717,418
1,721,866
1,742,658
9,466,799
Ps. 18,314,382

c. During 2003, 2004 and 2005, PEMEX entered into Financed Public Work Contracts
(“FPWCs") (formerly known as Multiple Services Contracts or “MSCs’). In
connection with these contracts, the contractor, at its own cost, has to administer and
support the execution of the works in connection with the FPWCs, which are
classified into categories of development, infrastructure and maintenance. The
estimated value of the FPWCs as of December 31, isasfollows:

Date of contract Block 2007 2006
February 9, 2004 Olmos USs$ 343574 US$ 343,574
November 21, 2003 Cuervito 260,072 260,072
November 28, 2003 Misién 1,035,580 1,035,580
November 14, 2003 Reynosa-Monterrey 2,437,196 2,437,196
December 8, 2003 Fronterizo 264,977 264,977
December 9, 2004 Pandura-Anahuac 900,392 900,392
March 23, 2005 Pirineo 645,295 645,295
April 3, 2007 Nejo 911,509 -
April 20, 2007 Monclava 433,501 -
Total Us$ 7,232,096 US$ 5,887,086

d. PEMEX, through PMI, entersinto sale contracts for crude oil with foreign companies
in international markets. The terms and conditions of these contracts are specific to
each customer, and the contract durations vary, including evergreen contracts and
long term contracts.

NOTE 16 - CONTINGENCIES:

In the ordinary course of business, PEMEX is named in a number of lawsuits of
various types. PEMEX evaluates the merit of each claim and assesses the likely outcome,
accruing a contingent liability when an unfavorable decision is probable and the amount is
reasonably estimable. Such contingent liabilities are discussed below.
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(@ PEMEX issubject to the provisions of the Ley General del Equilibrio Ecolégicoy la
Proteccién al Ambiente (“General Law on Ecological Equilibrium and Environmental
Protection”). To comply with thislaw, 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 Procuraduria Federal de Proteccion al Ambiente (Federal Attorney of
Environmental Protection, or “PROFEPA™) to implement environmental remediation
and improve environmental plans. Such plans contemplate remediation for
environmental damages, as well asrelated investments for the improvement of
egui pment, maintenance, labor and materials.

As of December 31, 2007 and 2006, the reserve for environmental remediation
expenses totaled Ps. 2,093,440 and Ps. 2,398,258, respectively. Thisreserveis
included in long-term liabilities in the balance sheet.

(b) Asof December 31, 2007, PEMEX was involved in various civil, commercia, tax,
criminal, administrative, labor and arbitration lawsuits. Based on the information
available, the amount claimed in connection with these lawsuits totaled
approximately Ps. 39,209,855. At December 31, 2007, PEMEX had accrued a
reserve of Ps. 10,453,830 for these contingent liabilities. Among these lawsuits, are
the following:

i. Pemex-Refining is a party to an arbitration proceeding (No. 11760/KGA) filed by
CONPROCA, S.A. deC.V. (“CONPROCA") before the International Chamber of
Commerce, in which CONPROCA is seeking payment of US$ 633,100 related to
construction and maintenance services in the Cadereyta refinery. Pemex-Refining
filed a counterclaim against CONPROCA in the amount of US$ 907,000 (which
includes the value added tax).

The arbitration panel notified the partiesthat it will issue an award on this matter
on March 31, 2008. As of the date of these financial statements, such award has
not been issued. Once it isissued, a hearing on damages will be held.

ii. In April 2004, Construcciones Industriales del Golfo, S A. de C.V. filed acivil
claim against Pemex-Exploration and Production, (exp. 40/2004-V 1), for atotal
amount of Ps. 15,237 plus US$ 219,584 for the removal of depositsin the
Salamancarefinery. On September 28, 2007, ajudgment was issued in favor of
Pemex-Exploration and Production. The plaintiff filed an appeal against this
judgment, which was denied on January 21, 2008. The plaintiff then filed a
congtitutional relief known as amparo, which is still pending.
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In December 2003, Union de Sistemas Industriales, S. A. filed acivil claim
against Pemex-Refining (exp. 202/2003), seeking Ps. 393,095. Thetrial isinthe
evidentiary stages,; expert evidenceis still pending.

In December 2004, Corporacion Mexicana de Mantenimiento Integral S. deR. L.
deC. V. (*“COMMISA") filed an arbitration claim before the International Court
of Arbitration of the International Chamber of Commerce (the “1CA”) against
Pemex-Exploration and Production (IPC-01) for breach of a construction
agreement in connection with two platformsin the Cantarell complex.

On January 26, 2007, COMMISA filed a claim seeking US$ 292,043 and

Ps. 37,537; and Pemex-Exploration and Production filed a counterclaim seeking
US$ 125,897 and Ps. 41,513. On August 10, 2007, each party filed their
responses to the claim and counterclaim, respectively. On September 10, 2007,
both parties filed their replies, in which COMMISA modified itsclaim and is, as
of the date of these financial statements, seeking US$ 319,900 and Ps. 37,200 in
damages. On October 10, 2007, the partiesfiled their rgjoinders. A hearing was
held during which each party presented its case to the panel and filed its evidence.
On February 15, 2008, the parties filed their pleadings.

The final award is expected to be issued before May 31, 2008 in accordance with
aresolution issued by the ICA on February 14, 2008.

An arbitration proceeding before the ICA was filed by COMBISA, S.deR. L. de
C. V. (“COMBISA”) against Pemex-Exploration and Production (1PC-22)
seeking US$ 235,770 for the aleged breach of a construction agreement in
connection with three platforms in the Cantarell complex. Pemex-Exploration
and Production responded to the claim and filed a counterclaim against
COMBISA. On July 23, 2007, afinal award was granted, pursuant to which
COMBISA was ordered to pay US$ 4,600 and Pemex-Exploration and Production
was ordered to pay US$ 61,300 as well as financial expenses and the
corresponding value added tax. Both parties requested an additional decision to
clarify thisfina award on November 16, 2007. The FCA modified the award such
that total amount owed to COMBISA was corrected and Pemex-Exploration and
Production was ordered to pay US$ 61,600 as well as financial expenses and the
corresponding value added tax. The total amount owed to Pemex-Exploration and
Production was ratified.

On January 30, 2008, Pemex-Exploration and Production and COMBISA
executed a settlement agreement under which Pemex-Exploration and Production
agreed to pay US$ 84,579 (plus the value added tax) and COMBISA agreed to
pay US$ 4,594 plus the value added tax). This claim, which was initialy for a
total amount of US$ 235,770, concluded with a payment of US$ 91,983 to
COMBISA.
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Vi.

Vii.

viil.

COMMISA filed aclaim before the ICA against Pemex-Exploration and
Production (1PC-28) seeking approximately US$ 142,400 and Ps. 40,199 for,
among other things, the alleged breach of a contract (PEP-O-1T-136/08) related to
two vessels, the Bar Protector and Castoro 10, both of which are located in the
Cantarell complex. Pemex-Exploration and Production filed a counterclaim. On
February 11, 2008, Pemex-Exploration and Production was notified of an award
pursuant which Pemex-Exploration and Production was ordered to pay Ps. 10,928
and US$ 75,075, plus the value added tax and US$ 200 related to arbitration
expenses.

COMMISA filed a request to execute this award, which was notified to Pemex-
Exploration and Production on March 24, 2008. As of the date of these financial
statements, an answer to this request will be filed by Pemex-Exploration and
Production.

A civil claim wasfiled by Asociacion de Transportistas al Servicio de Petroleos
Mexicanos Clientes 0 Empresas Sustitutos, A. C. against Pemex-Refining (exp.
262/2005-11) seeking approximately Ps. 1,647,629 for damages in connection with
the alleged breach of atank truck transportation agreement. On March 7, 2008 a
final hearing was held in which both paritesfiled their allegations. A final
judgement is still pending.

A civil claim wasfiled by Asociacion de Transportistas al Servicio de Petroleos
Mexicanos, Clientes 0 Empresas Sugtitutos, A. C. against Pemex-Refining (exp.
271/2005-1) asserting that Pemex-Refining should authorize the plaintiff to
replace tank trucks older than ten years in accordance with the tank truck
transportation agreement mentioned in paragraph vii above. On January 23, 2008,
afinal hearing was held in which both parites filed their alegations. A final
judgement is still pending.

A civil claim was filed by Asociacién de Transportistas a Servicio de Petrdleos
Mexicanos, Clientes 0 Empresas Sustitutos, A. C. against Pemex-Refining,
(295/2007), seeking ajudicia judgment declaring the breach of a services
agreement dated March 26, 1993 and damages, among other expenses.

On October 31, 2007, Pemex-Refining was summoned and a precautionary
measure was granted to the plaintiff requesting Pemex-Refining to replace tank
trucks and grant the appropiate authorizations. On November 5, 2007, Pemex-
Refining filed a motion stating that the judge lacked jurisdiction, which was
granted and the trial suspended. The resolution of this motion is still pending. A
request for constitutional relief known as an amparo was filed by Pemex-Refining
against the precautionary measure, which was accepted by the Juzgado Quinto de
Distrito en Materia Civil (*Fifth Civil District Court”).
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Xi.

Xii.

A reguest for Constitutional relief known as an amparo was filed by Minera
Carbonifera Rio Escondido, S.A. de C.V. and MineralesMonclova, S.A. deC.V.
for alleged violation of its mining concesions and for the excecution of
development, infrastructure and manteinance works in non-associated gas fields
under a public works contract (No. 414105826) and a modification of the Ley
Reglamentaria del Articulo 27 Constitucional en el Ramo del Petroleo
(“Regulatory Law to Article 27 of the Political Constitution Concerning
Petroleum Affairs’). The purpose of this contract was to explore non-associated
gasin the same fields where the plaintiffs have their mining concessions.

The plaintiffs argue they have aright to exploit gas found in the fields located
under their mining concessions. As of the date of these financial statements, a
final judgment is still pending. A third arbitrator expert’ s opinion on Geology and
aconstitutional hearing are still pending.

An arbitration proceeding before the ICA was filed by Tejas Gas de Toluca, S. de
R.L. de C.V. against Gas Natural México S.A. de C.V. (“GNM") and Pemex-Gas
and Basic Petrochemicals seeking, among other things, compliance with a
transportation agreement and its amendments as agreed in February, 2001 and
November, 2001. This agreement was executed for the operation of the Palmillas-
Toluca pipeline.

In February 2008, severa hearings were held with the arbitration panel and the
part involved, during which a summary of claims and counterclaims were
presented. On February 26, 2008, the initial arbitration report was executed and a
provisional arbitration calendar was agreed.

In connection with the claims filed by a group of Congressmen from the L1Xth
L egislature against Pemex-Exploration and Production related to the Financed
Public Works Contracts program (“FPWC”), as of the date of these financial
statemets only one claim remains open since Pemex-Exploration and Production
obtained a favorable judgement in the other similar claimsfiled by these
plaintiffs.

The remaining claim relates to the FPWC entered into between Pemex-
Exploration and Production and PTD Servicios Mdltiples, S. deR.L. de C.V.
(“PTD?”) for the Cuervito natural gas production block before the Juzgado Noveno
de Distrito en Materia Civil del Distrito Federal (“Ninth Civil District Court”) in
Mexico City. On December 12, 2007, Pemex-Exploration and Production was
summoned after an appeal filed by PTD was denied. Pemex-Exploration and
Production filed amotion arguing the lack of capacity of the plaintiffs due to the
termination of their positions as Congressmen. the trial isin the evidenciary stage.
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Xiii.

Xiv.

XV.

XVi.

In August 2007, acivil clam (12/2007) was filed by L eoba Rueda Nava against
Petroleos M exicanos and Pemex-Refining. This claim was presented to the
Juzgado Decimocuarto de Distrito del Décimo Circuito (“ Fourteenth District
Court of the Tenth Circuit”) in Coatzacoal cos, Veracruz. Plainiffs seek, among
other things, civil liability and damages resulting from the pollution of land used
to store oil waste in accordance with an agreement entered into by and among

L eoba Rueda Nava, Petroleos Mexicanos and Pemex-Refining. Thetrial isin the
evidenciary stage. Judicia inspection, confesional and testimonial evidences have
been filed. As of the date of these financial statemets expert opinions are still
pending.

Administrative proceedings were initiated by the Federal Competition
Commission (the “Commission”). On December 7, 2007, the Commission issued
aresolution prohibiting Pemex-Refining from engaging in anti-competitive
practicesin trading and distributing greases and lubricants in service stations,
without specifically requesting a modification or termination of alicense
agreement. Pemex-Refining filed an amparo against this resolution, which is till
pending.

In January 2008, the Commission requested Pemex-Refining to provide evidence
related to the compliance of a resolution issued by the Commission in 2003 in
connection with this same subject. Pemex-Refining informed the Commission that
a suspension was granted to Bardahl de México, S. A. de C. V. (“Bardahl”) in
several amparos to maintain the exclusivity right of the Mexlub trademark until a
final resolution was issued.

Severa claims have been filed by Impulsora Jaisciense, S. A. de C. V. and
Mexicanade Lubricantes, S. A. deC. V.

An amparo (1519/2005) was filed by Impulsora Jalisciense, SA. de C.V., before
the Juzgado Quinto de Distrito en Materia Administrativa (“ Fifth Administrative
District Court”) in the State of Jalisco. This proceeding has been joined with a
pending proceeding filed by Bardahl against the execution of any resolutions
[ubricants manufactured by Bardahl.

These amparos are suspended due to several objectionsfiled by Bardahl. A
constitutional hearing is still pending.

A civil claim (28/2007) was filed by Mexicana de Lubricantes, S. A. de C. V.
against Pemex-Refining seeking, among other things, ajudicial judgment
declaring null and void any advance termination or cancellation of the following
agreements executed between Mexicana de Lubricantes, S. A. deC. V. and
Pemex-Refining: 1) License and Trademark contract; 2) Basic greases supply
contract; and 3) Manufacture contract of lubricants and greases for Petréleos
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Mexicanos and the Subsidiary Entities. The claim was summoned and Pemex-
Refining was required to fileits response in April.

The result of these proceedings is uncertain since their fina resolution will be
issued by the appropriate authorities.

NOTE 17— HYDROCARBON RESERVES (Unaudited)

Under the Mexican Constitution and the Organic Law of Petrdleos Mexicanos and
the Subsidiary Entities, al oil and other hydrocarbons reserves are property of the Mexican
Nation. Under the Organic Law, PEMEX has the exclusive rights to extract and exploit Mexico's
petroleum reserves. However, given that such reserves are not PEMEX’ s property, they are not
recorded on PEMEX’s accounting records. Beginning in 1997, PEMEX reviewed the
procedures to calculate such reserves in accordance with the regulations of the U.S. Securities
and Exchange Commission, established in Rule 4-10(a) of Regulation S-X of the United States
Securities Act of 1934 (“Rule 4-10(a)”). Based on technical studiesinternally performed in
accordance with Rule 4-10(a), the estimated crude oil and gas reserves were 14.7 billion of
barrels of crude oil as of December 31, 2007 and 15.5 billions as of December 31, 2006. These
reserves may be increased based on adjustment by reviewing engineers, increases and
developments and decreased based on production of the year. The estimate of such reserves
could vary from one analyst to another. In addition, the results of drilling, testing and production
subsequent to the date of the estimate are used for future reviews of these reserves.

NOTE 18—SEGMENT FINANCIAL INFORMATION:

PEMEX’ s primary business is the exploration and production of crude oil and
natural gas and refining and marketing of petroleum products, conducted through four business
segments. Pemex-Exploration and Production, Pemex-Refining, Pemex-Gas and Basic
Petrochemicals and Pemex-Petrochemicals. Management makes decisions related to the
operations of the consolidated business along these four strategic lines.

The primary sources of revenue for the segments are as described below:

e Pemex-Exploration and Production earns revenues from domestic crude oil
sales, aswell as from the export of crude oil, through PMI Group, to
international markets. Export sales are made through PMI Group to
approximately 25 magjor customers in various foreign markets. Less than half
of PEMEX crude oil is sold domestically; however, these amounts are in large
part sufficient to satisfy Mexican domestic demand.

e Pemex-Refining earns revenues from sales of refined petroleum products and

derivatives. Most of Pemex-Refining’ s sales are to third parties and occur
within the domestic market. The entity supplies the Comision Federal de
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Electricidad (“CFE”) with asignificant portion of itsfuel oil production.
Pemex-Refining’ s most important products are different types of gasoline.

e Pemex-Gas and Basic Petrochemicals earns revenues primarily from domestic
sources. Pemex-Gas and Basic Petrochemicals also consumes high levels of
itsown natural gas production. Most revenues of this entity are obtained from
the sale of ethane and butane gas.

e Pemex-Petrochemical is engaged in the sale of petrochemical products to the
domestic market. Pemex-Petrochemicals offers a wide range of products that
generate large revenues, the majority of which come from methane
derivatives, ethane derivatives and aromatics and derivatives.

In making performance analyses for the entities, PEMEX’ s management focuses
on sales volumes and gross revenues as primary indicators of the performance analyses.

Income (loss) and identifiable assets for each segment have been determined
before intersegment adjustments. Sales between segments are made at internal transfer prices
established by PEMEX, which reflect international market prices.
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Following is the condensed financial information of these segments:

Y ear ended December 31, 2007
Sales-

Trade.

Intersegment

Servicesincome..
Total net sales.
Gross income..
Operating income (l0ss)
Comprehensive financing cost .
Net income (10S9).........cceuee
Depreciation and amortization .
Labor cost reserve ...
Taxes and duties
Acquisition of fixed assets....

Current assets . .
Investmentsin shares............ccccceunrennee.
Fixed assets.

Current liabilities.....
Labor reserve..
Total liability ..
Equity

Y ear ended December 31, 2006
Sales-

Trade.

Intersegment ...

Servicesincome..
Total net sales,
Gross income.
Operating income (l0ss)
Comprehensive financing cost .
Net income (loss)
Depreciation and amortization .
Labor cost reserve
Taxes and duties
Acquisition of fixed assets....

Current assets .
Investmentsin shares...
Fixed assets.

Current liabilities.
Labor reserve
Total liability .....ceerereeerreerieeeirereirerii
Equity

Y ear ended December 31, 2005
Sales-

Trade.

Intersegment

Servicesincome..
Total net sales.
Grossincome..
Operating income (l0ss) ...
Comprehensive financing cost .
Net income (loss)
Depreciation and amortization .
Labor cost reserve....
Taxes and duties
Acquisition of fixed assets ...

Corporate and
Exploration and Gasand Basic Subsidiary Inter segment

Production Refining Petrochemicals  Petrochemicals ~ Companies Eliminations Total
Ps. - 430,382,930 Ps. 139,963,302 Ps. 21,701,729  Ps. 542,926,858 Ps. - 1,134,974,819
912,295,482 42,229,528 82,940,711 35,942,074 247,993,773 (1,321,401,568) -
- - - - 1,880,032 (819,423) 1,060,609
912,295,482 472,612,458 222,904,013 57,643,803 792,800,663 (1,322,220,991) 1,136,035,428
740,811,644 (81,024,508) 15,816,747 (6,559,693) 41,180,144 (34,854,648) 675,369,686
707,401,828 (114,306,785) 7,335,910 (14,115,424) 5,850,043 (1,734,890) 590,430,682
(25,561,647) (5,764,552) 1,071,281 (1,181,167) 10,097,224 1,292,274 (20,046,587)
19,966,387 (45,653,619) 4,958,173 (16,085,945) (11,473,248) 29,980,683 (18,307,569)
57,262,960 10,159,674 3,437,370 1,091,848 639,866 - 72,591,718
29,124,816 28,579,131 6,491,464 8,215,002 12,896,453 - 85,306,866
663,549,438 3,846,738 5,537,391 257,203 4,064,958 - 677,255,728
99,252,970 22,912,301 5,871,320 998,725 324,582 - 129,359,898
1,237,968,403 417,393,498 133,970,702 79,872,062 2,331,376,672 (2,870,300,731) 1,330,280,606
630,760,334 229,536,695 85,311,492 58,650,943 495,164,854 (1,070,863,531) 428,560,787
342,538 157,094 1,095,666 - 612,696,004 (581,227,948) 33,063,354
565,433,958 162,585,821 42,005,574 15,569,956 8,250,144 - 793,845,453
191,867,210 148,709,748 33,463,623 8,896,698 929,478,616 (1,022,952,043) 289,463,852
180,931,471 178,386,606 40,791,915 49,058,100 79,033,180 - 528,201,272
998,713,758 377,308,387 85,452,634 59,275,500 2,262,119,197 (2,502,496,731) 1,280,372,745
239,254,644 40,085,112 48,518,068 20,596,562 69,257,475 (367,804,000) 49,907,861
Ps. - 406,963,236 Ps. 138,687,862 Ps. 21,638,776  Ps. 535,144,047 Ps. - 1,102,433,921
890,012,141 46,242,429 83,058,212 9,654,394 171,981,054 (1,200,948,230) -
- - - - 1,707,386 (631,439) 1,075,947
890,012,141 453,205,665 221,746,074 31,293,170 708,832,487 (1,201,579,669) 1,103,509,868
718,463,139 (52,193,884) 18,030,329 (4,925,440) 31,717,998 (25,840,484) 685,251,658
690,607,335 (82,910,431) 10,720,768 (11,854,541) (1,720,065) (565,837) 604,277,229
(24,174,018) (9,026,219) 1,134,603 (4,173,330) 12,659,001 (266,662) (23,846,625)
75,888,386 (35,325,390) 6,311,661 (18,029,704) 54,656,089 (36,547,837) 46,953,205
51,819,623 8,723,393 3,529,726 902,845 696,602 - 65,672,189
25,562,500 24,775,200 5,637,100 6,972,400 11,546,149 - 74,493,349
591,866,238 3,165,413 4,703,707 394,529 4,634,622 - 604,764,509
61,906,641 13,231,096 5,132,529 1,712,598 15,667,903 - 97,650,767
1,096,349,650 356,909,402 133,753,202 72,279,723 2,038,713,342 (2,447,984,895) 1,250,020,424
533,417,998 173,292,736 84,553,543 50,300,628 457,242,716 (899,414,425) 399,393,196
330,752 157,094 1,967,913 - 491,078,954 (460,773,767) 32,760,946
514,467,528 156,937,920 41,253,162 15,908,016 8,628,831 - 737,195,457
84,578,731 113,869,248 38,595,497 11,677,253 787,977,256 (860,383,856) 176,314,129
162,516,165 160,501,772 36,305,067 43,602,148 68,740,031 - 471,665,183
805,563,141 322,204,631 84,445,277 55,768,854 1,984,483,183 (2,043,900,288) 1,208,564,798
290,786,509 34,704,770 49,307,958 16,510,869 54,230,161 (404,084,641) 41,455,626
Ps. - 381,355,382 Ps. 144,987,328 Ps. 21,826,900 Ps. 454,436,655 Ps. - 1,002,606,265
773,336,701 41,307,675 89,170,404 9,518,438 131,997,076 (1,045,330,294) -
- - - - 1,875,001 (650,193) 1,224,808
773,336,701 422,663,057 234,157,732 31,345,338 588,308,732 (1,045,980,487) 1,003,831,073
594,226,368 3,088,433 20,740,515 (5,601,679) 7,885,280 (6,451,743) 613,887,174
567,556,903 (28,902,246) 10,678,648 (9,781,605) (20,166,208) 20,317,888 539,703,380
8,683,177 (3,859,422) 2,598,710 (3,550,361) (13,145,650) 4,437,455 (4,836,091)
(19,701,797) (57,508,914) 7,213,898 (17,851,654) (76,533,529) 82,024,014 (82,357,982)
42,648,709 8,662,918 3,857,966 1,075,044 750,720 - 56,995,357
22,739,043 21,067,212 4,782,355 5,742,055 9,336,373 - 63,667,038
595,838,203 24,443,717 2,412,419 262,157 3,917,966 - 626,874,462
29,498,613 6,537,813 1,936,748 2,511,707 43,829,686 - 84,314,567
910,762,474 320,419,181 104,721,683 55,842,991 1,624,736,468 (1,890,886,536) 1,125,596,261
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Corporate and

Exploration and Gasand Basic Subsidiary I nter ssgment
Production Refining Petrochemicals  Petrochemicals Companies Eliminations Total
Current assets .......... 379,304,272 138,951,636 56,041,394 33,282,845 429,691,461 (721,191,173) 316,080,435
Investments in shares, 227,313 157,094 1,276,801 R 231,359,791 (204,339,923) 28,681,076
Fixed assets. 475,493,308 152,858,631 40,924,037 15,850,726 9,340,494 R 694,467,196
Current liabilities. ... 123,657,961 114,490,526 21,971,433 53,748,694 554,475,788 (690,761,619) 177,582,783
LEDOT FESEIVE....oocousvuussmsisssssasssssssssessnas 142,000,010 137,607,036 30,508,286 36,672,374 58,796,102 N 405,583,808
Total 1iability ... 747,717,710 303,672,915 59,003,711 90,957,975 1,639,794,045 (1,686,540,129) 1,154,606,227
Equity 163,044,885 16,746,308 45,717,987 (35,114,975) (15,057,361) (204,346,661) (29,009,817)

NOTE 19—FISCAL REGIME:

On December 21, 2005, the Mexican Congress approved a new fiscal regime for
PEMEX, which was published in the Official Gazette of the Federation, effective January 1,
2006.

Under this new fiscal regime, PEMEX’ s contributions remain established by the
Ley Federal de Derechos (“Federal Duties Law”), except for the Excess Gain Duties (Crude Oil
Gain Tax), which is established by the Federal Income Law. The fiscal regime for PEMEX
applicable for 2006 and 2007 contemplated the following duties:

a. The Ordinary Hydrocarbons Duty - In 2006 and 2007, this duty applied a
variable rate that depended on the price of Mexican crude oil for export. In 2006 and 2007, the
rate ranged from 78.68% to 87.81% (depending on the price of Mexican crude oil).

The method of calculating this duty is the value of the extracted total production
of crude oil and natural gas during the year minus certain permitted deductions (including
investments, plus some costs, expenses and duties). During 2007, PEMEX made daily and
weekly advance payments to the account of this duty, in the amount of Ps. 464,837,848
(Ps. 231,326,765 daily and Ps. 233,511,083 weekly). During 2006, PEMEX made daily and
weekly advance payments to the account of this duty, in the amount of Ps. 541,916,001
(Ps. 269,596,338 daily and Ps. 272,319,663 weekly).

b. Hydrocarbon Duty for the Oil Revenues Sabilization Fund — This duty was
applied at arate between 1% and 10% of the value of the extracted crude oil production where
the yearly weighted average crude oil export price for a certain year exceeds between US$ 22.00
and US$ 30.00 per barrel.

c. Extraordinary Duty on Crude Oil Exports— This duty was applied at arate of
13.1% on the difference between the value realized for crude oil exports and the budgeted crude
oil price of US$ 42.80, times the annual export volume. This duty isto be credited against the
Hydrocarbon Duty for the Oil Revenues Stabilization Fund. The income from thisduty is
designated to the states of Mexico viathe Income of the Federative Entities Stabilization Fund.
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d. Excess Gains Renevue Duty- This duty was derogated in 2007, however during
2006, applied arate of 6.5% to the difference between the realized value and the budgeted value
of crude oil exports of US$ 36.50. This duty is to be credited against the Hydrocarbon Duty to
Fund Stabilization and, where necessary, against the Ordinary Hydrocarbon Duty.

e. Duty for the Fund for Scientific and Technological Research on Energy — This
duty was applied at arate of 0.05% to the value of the extracted production of crude oil and
natural gasfor theyear. The revenues from thistax are designated for the Instituto Mexicano del
Petrdleo (“Mexican Petroleum Institute”) in accordance with the Presupuesto de Egresos de la
Federacion (“Federal Expenditure Budget”).

f. Duty for the Fiscal Monitoring of Oil Activities— This duty was applied at arate
of 0.003% to the value of extracted production of crude oil and natural gasfor theyear. The
revenues from this tax are designated for the Auditoria Superior de la Federacion (“ Supreme
Federal Audit”) in accordance with the Federal Expenditure Budget.

g. Additional Duty — Thisduty is applied if the actual production of crude oil in
the years 2006, 2007 and 2008 is less than the target production, but only when the shortfall is
not by reason of force majeure, act of god or energy policy.

h. Special Tax on Production and Services — In accordance with the regulationsin
effect, PEMEX is subject to the Special Tax on Production and Services (“1EPS”), which applies
to the import and sale of gasoline and diesel. The IEPSis paid to SHCP monthly, after deducting
the daily advance payments. The rates applicable to this tax depend on factors such as the type
of product, price of reference, the region where one sells, additional freight and applicable
commissions.

In 2005, increase in international prices of hydrocarbons and petroleum products
caused the rate of the IEPS tax to be negative, which was absorbed by PEMEX. On January 1,
2006, the Federal Revenue Law was amended, allowing to PEMEX to credit the negative |EPS
against other taxes and payments to which PEMEX isalso subject. Asaresult of this PEMEX
recognized in 2007 and 2006 revenue of approximately Ps. 72,137,000 and Ps. 57,330,998
(Ps. 55,256,000 nominal value), respectively, presented in the consolidated statement of
operations within “Other revenues’. Asof December 31, 2007, there was a negative balance of
|EPS tax credit of Ps. 32,943,613 (see Note 6).

i. Hydrocarbon Income Tax (“ IRP”) — Thistax is calculated by applying a 30%
rate on the excess of the total revenues minus the authorized deductions pursuant to the specific
rules expressed by the SHCP.

For the years ended December 31, 2007 and 2006 PEMEX generated an IRP as
follows:
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2007 2006
CUENt IRP.....eeeeeee e Ps. 4,070,364 Ps. 3,705,184
Deferred IRP........cooeieeceserese e 1,867,292 1,031,619
5,937,656 4,736,803
INFlation effeCt .....covveveiceere e 92,711 178,056
TOtAl IRP......ocveeteeeee e Ps. 6,030,367 Ps. 4,914,859

In accordance with Article 7 of the Federal Revenue Law from January |, 2007,
Petrdleos Mexicanos and the Subsidiary Entities, except Pemex-Exploration and Production,
were required to make daily payments (including non-working days) of Ps. 3,314 to the account
of the IRP during the fiscal year. On the first working day of every week of the fiscal year,
PEMEX would have to pay Ps. 23,262. Through December 31, 2007, the daily and weekly

payments made to the Federal Treasury totaled Ps. 2,442,496. As of December 31, 2007, Pemex
has caused Ps. 3,431,142 of IRP.

The principal concepts that cause the deferred IRP are the following:

2007 2006
Deferred asset IRP:
Advance from customers............ccoueueen, Ps. 491,424 Ps. 518,388
Provision for insurance....... 94,892 115,176
Provision for contingencies.... 19,918 11,831
Environmental reserve.........coeeeevenenn, 63,508 85,255
Allowance for uncollectible ................. 8,899 9,870
678,641 740,520
Deferred liability IRP:
Advanceinsurance............ccoveun. (2,692) (7,314)
Properties, plantsand properties (5,552,588) (3,855,675)
(5,555,280) (3,862,989)
Long term liability .......c.cooveeevinenirininnne, Ps. (4,876,639) Ps. (3,122,469)

J. Value Added Tax — For purposes of determining the Value Added Tax (“VAT”),
PEMEX follows the criterion for excluding only the interests paid for institutions of credit and
credit unions in accordance with the fraction V of the article 15 of the Regulation of Value
Added Tax.

k. Income and Assets Taxes - Certain Subsidiary Companies are subject to the
income tax law and the assets tax law.

For the years ended December 31, 2007, 2006 and 2005, the Subsidiary
Companiesincurred the following income tax:

2007 2006 2005
Current inCoME taX.......oeveveereevereereeinennns Ps. 3,253,655 Ps. 4,771,281 Ps. 3,487,273
Deferred inCOMe taX.........ovvevvevcinineeiennes (27,414) (166,237) 494,405
Ps. 3,226,241 Ps. 4,605,044 Ps. 3,981,678
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The principal concepts that cause the Deferred Income Taxes are the following:

2007 2006
Deferred asset income taxes:
Losses of prior years..........ccccceeeernenenene. Ps. 653 Ps. 8,359
Deferred liability income taxes:
Properties, plants and equipment .......... (1,535,911) (1,483,062)
Long term lighility ......cccocovvviviiiiciiinne, Ps. (1,535,258) Ps. (1,474,703)

On October 1, 2007, a modification to the Federal Duties Law was published in
the Official Gazette of the Federation. Effective January 1, 2008, the fiscal regime applicable to
Pemex-Exploration and Production was modified.

NOTE 20—NEW ACCOUNTING PRONOUNCEMENTS

The CINIF hasissued the following FRS, effective for years beginning after
December 31, 2007, and which do not provide for earlier application:

(a) FRS B-10 “Effects of inflation” - FRS B-10 supersedes Bulletin B-10 and its
five amendments, as well as the related circulars and INIF. The principal
guidelines established by this FRS are: (i) The use of unidades de inversion
(*UDIS’) to determine the inflation for a given period; (ii) the elimination of
inventory replacement costs as well as specific indexation for fixed assets,
(iii) the requirement to recognize the effects of inflation only when operating
in an inflationary economic environment (accumulated inflation equal to or
higher than 26% in the most recent three-year period); and (iv) reclassification
of the accounts of gain or loss from holding non-monetary assets
("RETANM”), monetary position gains or losses (“REPOMO”), and
deficit/excess in equity restatement, to retained earnings, when the unrealized
portion is not identified.

Management estimates that the initial effects of this new FRS will be acharge
to retained earnings and a credit to surplusin the restatement of equity in the
amount of Ps. 178,171,999, and will have no effect on assets, liabilities, equity
or net income.

(b) FRS D-3 “Employee benefits’- FRS supersedes Bulletin D-3, the portion
applicable to Employee Statutory Profit Sharing (“ESPS’) of Bulletin D-4 and
INIF  The principal guidelines established by this FRS are: (i) a maximum of
five years for amortizing unrecognized/unamortized items, with the option to
recognize immediately actuarial gains or losses in results of operations; (ii)
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(©)

the elimination of the recognition of an additional liability and related
intangible asset and any related item as a separate element of equity; (iii) the
inclusion severance benefits in results of operations; and (iv) the presentation
of ESPS, including deferred ESPS, in the statement of income as ordinary
operations. Additionally, FRS D-3 establishes that the asset and liability
method required by FRS D-4 should be used for determining deferred ESPS,
and that any effects arising from the change are to be recognized in retained
earnings, with no restatement of prior years financial statements.

As of date of these financia statements, management is till in the process of
determining the initial effects of this new FRS.

FRSD-4“Tax on earnings’ - FRS supersedes Bulletin D-4 and Circulars 53
and 54. The principal guidelines established by this FRS are: (i) the
reclassification of the cumulative income taxes effects resulting from the
initial adoption of Bulletin D-4 in 2000 to retained earnings; (ii) the
recognition of the Impuesto al Activo (“IMPAC”) as atax credit (benefit),
rather than as atax prepayment; and (iii) the transfer of accounting treatment
of ESPS incurred and deferred to FRS D-3, as discussed in paragraph (b)
above.

Management estimates that the initial effects of this new FRS will not be
material.

(d) FRS B-2 “ Statement of cash flows’ - FRS supersedes Bulletin B-12 and

paragraph 33 of Bulletin B-16. The principal guidelines established by this
FRS are: (i) the replacement of the statement of changesin financial position
with the statement of cash flows; (ii) the reporting of cash inflows and cash
outflows in nominal currency unitsi.e. the effects of inflation are not
included; (iii) the establishment of two alternative preparation methods (direct
and indirect), without stating preference for either method. In addition, cash
flows from operating activities are to be reported first, followed by cash flows
from investing activities and finally, cash flows from financing activities; (iv)
the reporting of captions of principal items as gross; and (V) the requirement
of disclosure of the composition of those items considered cash equivalents.

(e) FRSB-15“Trandation of foreign currencies’ - FRS B-15 supersedes

Bulletin B-15. The principal guidelines established by this FRS are: (i) the
substitution of the integrated foreign operation and foreign entity concepts for
determining recording currency, functional currency and reporting currency,
requiring that translation be made based on the economic environment in
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which the entity operates, regardless of its dependency on the holding
company; and (ii) theinclusion of trandation procedures for those instances
where the reporting currency is different from the functional currency.
NOTE 21 - SUBSEQUENT EVENTS:
On April 11, 2008, the average price of the crude oil for exportation was of
US$ 91.84 per barrel; this price increased by approximately 11.4 % as compared to the average
price as of December 28, 2007 which was US$ 82.44 per barrel.

On April 11, 2008, the exchange rate was Ps. 10.5503 per dollar, whichis 2.1 %
less than the exchange rate as of December 31, 2007, which was Ps.10.8662.

On April 8, 2008, the Mexican President sent to the Mexican Congress an Energy
Reform Initiative.

The Energy Reform includes five fundamental initiatives:

= A new Organic Law for Petroleos Mexicanos.

= Modifications to the Organic Law of the Public Federal Administration.

= Creation of an oil commission, which would be decentralized entity under the
Secretaria de Energia (Energy Ministry or “SENER”), with technical and
operative autonomy.

= Extensive modificationsto the Ley Reglamentaria, (* Regulatory Law”).

= Extensive modifications to the Ley de la Comisién Reguladora de Energia
(“Law of the Regulatory Commission of Energy”).
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PETROLEOSMEXICANOS, SUBSIDIARY ENTITIESAND SUBSIDIARY COMPANIES

CONDENSED CONSOLIDATED BALANCE SHEET ASOF

MARCH 31, 2008 AND DECEMBER 31, 2007

(in thousands of M exican pesos and in the case of December 31, 2007

at purchasing power as of December 31, 2007)

Current assets

Cash and cash equivalents (NOte 4)..........ccoerererereenieieeeniniens

Accountsreceivable, net (NOtES) ......ccevvevervce i,

INnventories, NEt (NOLE 6).......cccevrererererieereeres s
TOtal CUIMTENT @SSELS.....ecveieieeeeieseeerie e sae e e
INVeStMENtS N Shares.........ccoooiieeee e
Property, plant and equipment, net (NOtE 7) ......ceecvveeveveeveeseennnens
Intangible asset from labor obligations...........ccccveverirencnienieee
Oher @SSELS.....eeeiieee e e
TOAl ASSELS. .. .o ieeeeeeeeie ettt

Short-term liabilities:
Short-term debt ..o,
ST o] o [ = =
Other accounts payable ...,
TaxeS PAYabI@.......ccooiiiririre e
Total short-term liabilities.........cccoeeveeiiicece e,

Long-term liabilities:
Long-term debt (NOtE 8).......coververeriiirirerese s
Reserve for labor obligations............cccooereieieinincrccee
Reserve for abandonment and dismantling, provisions,
diverse credits and Others ..........oocev e
DEFEITEO tAXES. ... vviei ettt eraee s
Long-term lHabilities........ccevveiieie e
Total [HaDIITIES ... e

Equity:
Certificates of contributionS“ A" ........ccooiiiriereeeee e
Federal Government increase in equity of Subsidary Entities..
Surplusin restatement of €QUILY ........cceoveirerinereneeereseiens
Effect in equity from labor obligations.............ccocvvvininennne.
Derivative Financial instruments...........ccccoveveereneeneneeeeneenn
Accumulated Results:
From prior YEaIS........cceieieiiieeniese et
Net income (loss) for the three-month period and year .....
L0 = = o [0 R
Total liabilities and eQUITY.........cooeeeererene e

2008 2007
(unaudited) (audited)
118,177,716 170,997,240
172,976,742 164,420,411

99,070,126 93,143,136
390,224,584 428,560,787
30,945,873 33,063,354
815,380,527 793,845,453
- 72,008,835
10,629,496 2,802,177
1,247,180,480 1,330,280,606
90,602,440 76,050,128
26,484,387 35,138,344
34,986,303 31,682,025
83,124,674 146,593,355
235,197,804 289,463,852
413,589,621 424,828,472
425,621,513 528,201,272
53,626,110 31,467,252

6,479,922 6,411,897

899,317,166 990,908,893
1,134,514,970 1,280,372,745
96,957,993 96,957,993
147,264,289 144,457,629

- 178,531,795

- (51,759,539)

3,241,003 (1,105,629)
(138,050,524) (298,866,819)

3,252,749 (18,307,569)
112,665,510 49,907,861

1,247,180,480 1,330,280,606

The accompanying notes are an integral part of these condensed consolidated financial statements.
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PETROLEOSMEXICANOS, SUBSIDIARY ENTITIESAND SUBSIDIARY COMPANIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

FOR THE THREE-MONTH PERIODS ENDED MARCH 31, 2008 AND 2007
(in thousands of M exican pesos and in the case of March 31, 2007
at purchasing power asof December 31, 2007)

2008 2007
(unaudited) (unaudited)
Net sales:

(D011 1 TR 163,482,970 Ps. 135,915,618
EXPOITS ..ot 157,695,119 106,616,557
SEIVICES INCOME ..vveeeeee ettt e e e e e e e e e e e s eeeaaaeeereeseeaannrens 285,202 270,640
321,463,291 242,802,815
COSt Of SAIES......eeeeeiieeee e s 123,581,982 90,550,125
GIOSS INCOMIE....eveeeiieteeiesseeeeessereeesseraeeesseraeeesssreeeesessseeesasseees 197,881,309 152,252,690

General expenses.
Transportation and Distribution expenses..........ccccceeeennee, 7,808,633 6,060,496
AdMINIStrative EXPENSES ....cvevvieeeiecieeee e, 19,897,258 12,612,853
Total general expenses 27,705,891 18,673,349
Operating iNCOME .......ccviieeeerieceeie e ee e ee e e e 170,175,418 133,579,341
Other INCOME, NEL ...ttt e e e e e e e e (35,873,108) (5,243,412)
Comprehensive financing result, NEt ...........ccocovevereieienennn, 894,604 10,511,977
Participation in results of subsidiaries and associates........... 259,481 980,296
Income before taxes and dUties............cceveeveeeeeevceee s, 204,894,441 127,330,480
TaXES AN AULIES ...eeeeieeeee ettt e e 201,641,692 137,759,032
NEL INCOME (10SY) ..cvveeieieiee et e e e 3,252,749 Ps. (10,428,552)

The accompanying notes are an integral part of these condensed consolidated financial statements.
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PETROLEOSMEXICANOS, SUBSIDIARY ENTITIESAND SUBSIDIARY COMPANIES
CONDENSED CONSOLIDATED STATEMENTSOF CHANGESIN FINANCIAL POSITION
FOR THE THREE-MONTH PERIODS ENDED MARCH 31, 2008 AND 2007

(in thousands of M exican pesosand in the case of March 31, 2007 at purchasing power as of December 31, 2007)

2008
(unaudited)
Operating activities
NEL INCOME (I0SY) ...
Charges to operations not requiring the use of funds:

Ps. 3,252,749

2007
(unaudited)

Ps. (10,428,552)

Depreciation and amortization ..........c.ccocevererereenienereennns 20,958,810 15,613,549
Other NoN-cash fIOW ITEMS......eevviiiiecceeeeee e 148,708,825 20,448,690
Total charges to operations not requiring the use of funds..... 172,920,384 25,633,687
Funds from net income (l0ss)
Changes in working capital:
Accounts, notesreceivable and other ........ccceevveevvvvcveneen. (8,556,331) 4,606,788
[INVENTOTTES.....eeeiieeeeie e (5,926,990) 9,197,258
SUPPIIENS. . (8,653,957) (11,709,054)
Other accounts and taxes payable........c...ccecvvvcveceesieennen, (168,383,690) (17,684,809)
Total changes from working capital ............ccoceeeeeieninnns (191,520,968) (15,589,817)
Funds (used) in provided by operating activities................... (18,600,584) 10,043,870
Financing activities:
BanK [08NS.......ceeeiiiieiie ettt 28,258,967 -
SECUNTIES ..veviieeeetee ettt 2,876,041 6,059,267
Amortization of bank [0aNS.........c.eevveviiiieeeeeeee e (13,870,023) -
AMOrtization Of SECUNTIES ....ecvvcvveee i eeeee e (10,629,239) (4,380,233)
Other ITEIMS ... e (2,730,215) 2,767,629
Other equity transactions..........ccocecerivveevennseesese e 2,806,660 -
Funds provided by financing activities...........ccccccveceeieenne 6,712,191 4,446,663
Investing activities:
Acquisition of property, plants and equipment ................ (42,493,884) (27,765,400)
Sale of other permanent investments..........c.ccccevvieenenee. 1,562,753 1,854,606
Funds used in investing activities.........cccccovvvevcencieenien, (40,931,131) (25,910,794)
Net decrease in cash and cash equivalents............ccecevecveeinenne (52,819,524) (11,420,261)
Cash and cash equivalents at the beginning of theyear.......... 170,997,240 195,776,439

Cash and cash equivalents at the end of the three months-

periods ended..........cccevvieeiieie e Ps. 118,177,716

Ps. 184,356,178

The accompanying notes are an integral part of these condensed consolidated financial statements.
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PETROLEOSMEXICANOS, SUBSIDIARY ENTITIES AND SUBSIDIARY COMPANIES
NOTESTO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2008 AND DECEMBER 31, 2007
(Figures stated in thousands of M exican pesos and in the case of March 31, 2007 at pur chasing power as of
December 31, 2007 and in thousands of U.S. dollars)

1. Basis of presentation

The condensed consolidated financial statements of Petroleos Mexicanos, its Subsidiary Entities
and Subsidiary Companies (“PEMEX") as of and for the three-month period ended March 31,
2008, are unaudited, while the balance sheet as of December 31, 2007 is audited. In the opinion of
Management, all adjustments (mainly consisting in recurrent adjustments) that are necessary for a
fair presentation of the condensed consolidated financial statements have been included.

The interim results are not necessary indicative of results for the entire year.

For the purposes of these unaudited interim condensed consolidated financia statements, certain
information and disclosure that are usually included in the financial statements prepared under
Mexican Financial Reporting Standard (FRS), have been condensed or omitted. These unaudited
interim condensed consolidated financial statements should be read in conjunction with the audited
consolidated financial statements and their notes, as of and for the year ended December 31, 2007.

2. Significant accounting policies

The accompanying condensed consolidated financial statements have been prepared in conformity
with FRS as issued by the Consgjo Mexicano para la Investigacion y Desarrollo de Normas de
Informacion Financiera (“CINIF”). The recognition of inflation followed the Financial Reporting
Standard (“NIF”) 06-BIS “A” Section C, as issued by the Ministry of Finance and Public Credit
(“SHCP’) and by the General Comptroller’s Office (“SFP”), which required PEMEX to adopt the
Bulletin B-10, “Recognition of the inflation effects on the financial information” (“Bulletin B-10"),
which was superseded in January 1, 2008 by the new FRS B-10 “Effects of inflation”. FRS B-10
superseded Bulletin B-10 and its five amendments, as well as the related circulars and INIF
(Interpretation of Financial Reporting Standards) 2. The principal accounting principals set forth
by the FRS are: (i) the change in the value of the Investment Unit (UDI) may be used for
determining the inflation for a given period; (ii) the election to use inventory replacement costs as
well as specific indexation for fixed assets, is eliminated; (iii) an entity is only required to
recognize the effects of inflation when operating in an inflationary economic environment
(accumulated inflation equal to or higher than 26% in the most recent three-year period); and (iv)
the accounts of Gain or Loss from Holding Non-monetary Assets (RETANM-Spanish
abbreviation), Monetary Position Gains or Losses (REPOMO-Spanish abbreviation), and
Deficit/Excess in Equity Restatement, will be reclassified to retained earnings, when the unrealized
portion is not identified.

3. Foreign currency position

As of March 31, 2008 and December 31, 2007, the condensed consolidated financial statements of
PEMEX include monetary assets and liabilitiesin foreign currency as follows:
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Short Exchange Amountsin
Assets Liabilities position rate pesos

Asof March 31,
2008:
U.S. ddllars............... 15,813,768 (38,195,869) (22,382,101) 10.6482 (238,329,088)
Japanese Yen............. - (159,553,901) (159,553,901) 0.10659 (17,006,850)
Pounds Sterling......... 590 (409,242) (408,652) 21.13774 (8,637,980)
EUrOS....cccveverieieeene 1,280,058 (4,492,430) (3,212,372) 16.82416 (54,045,461)
Swiss Francs.............. 0 (93) (93) 8.3526 (777)
Net-short position

before Foreign-

currency hedging.... (318,020,156)
As of December 31,
2007:
U.S dollars............... 16,950,060 (30,083,877) (13,133,817) 10.8662 (142,714,682)
Japanese Y en............. - (142,217,370) (142,217,370) 0.09730 (13,837,750)
Pounds Sterling......... 230 (402,411) (402,181) 21.60740 (8,690,086)
EUroS.....ccovvveniene 9,371 (5,932,198) (5,922,827) 15.87660 (94,034,355)
Swiss Francs.............. - (260) (260) 9.59570 (2,495)
Currency Danish (250)

CrOWS...cuveeeeereeneens (250) 2.00750 (502)
Net-short position

before Foreign-

currency hedging ... (259,279,870)

4. Cash and Cash Equivaents

Asof March 31, 2008 and December 31, 2007 cash and cash equivalents are as follows:

Asof Asof
March 31, 2008 December 31, 2007

Cashin banks........cccoeveinennineiee e Ps. 37,503,529 Ps. 64,578,352
Other highly liquid instruments.................... 80,674,187 106,418,388

Ps. 118,177,716 Ps. 170,997,240

5. Accounts receivable, net

Asof March 31, 2008 and December 31, 2007 the accounts receivable are as follows:
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Asof March 31, As of December 31,

2008 2007

Trade-dOMESLIC ...cvevveeeeiriiieisieee et Ps. 57,984,457 Ps. 40,506,098
Trade-fOrQIgN ..o 40,761,572 25,430,178
Rate Negative [EPS ... - 32,943,613
Advance payments to Federal Government of minimum

guaranteed diVidends...........ccceererrenennienere e 4,270,225 4,270,225
Employees and OffiCErS.......cccevvvirieie i 3,804,559 3,648,372
SPECITIC FUNGS......eceeeecece e 12,274,241 11,858,575
Hydrocarbon excess extraction duties payment.............ccocveveveennene. 319,791 -
Other accounts reCaiVable........cuvcveeiieiccecce e 55,089,368 47,254,284
Less:
Allowance for doubtful aCCOUNLS .........cccvireeeriininirercserees (1,527,471) (1,490,934)
Total Ps. 172,976,742 Ps. 164,420,411

6. Inventories

As of March 31, 2008 and December 31, 2007 inventories are as follows:

Asof Asof
March 31, 2008 December 31, 2007

Crude oil, refined products, derivatives

and petrochemical ProduCES..........ccoerererevesereeeereere e Ps. 89,415,089 Ps. 87,971,050
Materials and suUpPlieS N SLOCK ......cccerveerereererieere e 5,530,933 6,370,017
Materials and productSin tranSit..........ccoeeeeeeeeeerenenie e 5,416,145 148,376
Less:

Allowance for slow moving and obsolete inventory............cccoeeeenee. (1,292,041) (1,346,307)
TOA .t Ps. 99,070,126 Ps. 93143136

7. Property, plant and equipment

As of March 31, 2008 and December 31, 2007 the balances of property, plant and equipment, net
accumulated depreciation and amortization, are as follows:
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Asof Asof
March 31, 2008 December 31, 2007
BUITAINGS......civciitiieciite ettt st s sre et s reneere Ps. 47,922,174 Ps. 47,681,968
WIS ..ottt ettt re e 484,477,630 466,157,259
PLANES. ...t ettt sttt 404,185,536 379,268,733
DrilliNg @QUIPMENT .......oiviieie ettt s 22,353,525 22,226,019
Furniture and eQUIPMENT ...........ooireieeere e et 36,437,611 36,440,294
Transportation EQUIPMENT ........cceiiieie ettt neens 13,642,693 14,146,501
OffShore PlatfOrMS......c.ecvece e e s 162,927,768 160,543,843
PIPEIINES....ccticiiceee et ettt sttt 300,878,923 296,304,941
1,472,825,860 1,422,769,558
AccUMUIELET EPIECIBHON. .........veereeeeeeeee e (787,103,826) (760,177,709)
685,722,034 662,591,849
LBNG .ttt 39,862,288 39,842,669
Fixed assetsto be disposed Of ... 725,675 690,454
CONSLIUCEION IN PrOGIESS ....uveuveieirecteste e ereee e saesre e sre e e ae e e e e e e sresresre e 89,070,530 90,720,481
TOA oot Ps. 815,380,527  Ps. 793845453

The depreciation of fixed assets and amortization of wells at March 31, 2008 and December 31,
2007, recognized in cost and operating expenses, was Ps. 20,917,100 and Ps. 72,591,718,
respectively.

8. Long-term debt

In the period from January 1 to March 31, 2008 and during 2007, the significant financing activities
of Petréleos Mexicanos were as follows:

The Master Trust obtained US$ 268,399 from credit lines guaranteed by export credit agencies to
PIDIREGAS financial projects.

On January 16, 2008, the Master Trust issued, through an inter-company private placement, bonds
in atotal amount of US$ 2,000,000 under the Medium Term Notes Program, Series A. These bonds
were issued at the 3 months Libor rate plus 117 basis points, with maturity date in 2015 and were
bought in their entirety by Petroleos Mexicanos.

On February 7, 2008, the F/163 Trust issued, through an inter-company private placement, bondsin
the Mexican market in an amount of Ps.10,000,000 at the 91 days Cetes rate plus 34 basis points,
with due date in 2013. These bonds are guaranteed by Petrdleos Mexicanos.

On February 15, 2008, the Master Trust issued, through an inter-company private placement, bonds
in atotal amount of US$ 1,500,000 under the Medium Term Notes Program, Series A. These bonds
were issued at the 3 months Libor rate plus 121 basis points, with due date in 2017 and were bought
in their entirety by Petrdleos Mexicanos.
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On March 28, 2008, Petréleos Mexicanos contracted a Ps.10,000,000 credit line with a banking

institution in the domestic market, at the 28 days TIIE rate, plus 12 basis points, with due date on
December 31, 2008.

On March 28, 2008, Petrdleos Mexicanos, contracted a Ps.4,000,000 credit line with a banking

institution in the domestic market, at the 28 days TIIE rate, plus zero basis points, with due date on
June 20, 2008.

On March 28, 2008, Petrdleos Mexicanos, contracted a Ps.3,500,000 credit line with a banking
institution in the domestic market, at the 28 days TIIE rate, plus 0.075%, with due date on
December 31, 2008.

During 2007, the Master Trust undertook the following financing activities for
PIDIREGAS:

a. TheMaster Trust obtained credit lines from export credit agencies totaling
US$ 1,002,629.

b. During the second quarter of 2007, the Master Trust repurchased US$ 1,139,696
of its debt securities with maturities between 2008 and 2027 in the open market.
These securities were cancelled after their repurchase.

c. On October 18, 2007, the Master Trust borrowed US$ 2,500,000, (the total
available amount) from its syndicated revolving credit facility dated September
14, 2007. This credit line may be used either by Petroleos Mexicanos or the
Master Trust. The credit line consists of two tranches, A and B, with terms of
three and five years, respectively, and bears interest at rates of LIBOR plus 20
basis points for tranche A and 25 basis points for tranche B; with maturities dates
in 2010 and 2012, respectively. Each of the tranches may be extended twice, for
aperiod of one year with the consent of the lender. Thisfacility credit replaces
the two previously syndicated revolving credit lines, each in the amount of
US$ 1,250,000.

d. On October 22, 2007, the Master Trust issued debt in the amount of
USS$ 2,000,000, of which US$ 1,500,000 consisted of notes due in 2018 with a
coupon rate of 5.75% and US$ 500,000 consisted of bonds due in 2035 with a
coupon rate of 6.625%,. The bond issuance was a second reopening of the Master
Trust June 8, 2005 bond issuance.

e. During the fourth quarter of 2007, the Master Trust repurchased US$ 5,763,333 of
notes in the open market, which represent part of its own outstanding U.S. dollar-
denominated debt securities with maturities between 2008 and 2027, as well as
certain amount of its U.S. dollar-denominated perpetua notes. These securities
were cancelled after their repurchase.

F-62



PETROLEOSMEXICANOS, SUBSIDIARY ENTITIES AND SUBSIDIARY COMPANIES
NOTESTO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2008 AND DECEMBER 31, 2007
(Figures stated in thousands of M exican pesos and in the case of March 31, 2007 at pur chasing power as of
December 31, 2007 and in thousands of U.S. dollars)

Various credit facilities require compliance with various operating covenants which,
among other things, place restrictions on the following types of transactions:

— Thesae of substantial assets essentia for the continued operations of the
business;

— Liensagaingt assets, and

— Transfers, sales or assignments of rights to payment under contracts for the sale
of crude oil or gas not yet earned, accounts receivable or other negotiable
instruments.

9. Comprehensive loss

The comprehensive loss as of and for the three month periods ended March 31, 2008
and as of and for the year ended December 31, 2007 is ser forth below:

2008 2007
Net income (loss) for the period Ps. 3,252,749 Ps. (18,307,569)
Effect of restatement as of the end of the period — net (178,531,795) 18,638,402
Derivative financia instruments 4,346,632 656,699
Labor reserve effect 51,759,539 (3,432,792)
Comprehensive loss as of the end of the period and
year Ps. (119,172,875) Ps.  (2,445,260)

10. Commitments;

a During 2007, PEMEX purchased a new tanker, the Floating Process Storage and
Offloading (FPSO) vessel. The basic function of this new vessel is providing for
receipt and processing of crude oil from marine wells. The tanker separates oil and
gas, in order to meet international API guidelines for exploration. Upon completion
of this process, the tanker stores the product and distributes it to foreign clients
ships. The tanker has a storage capacity of 2 million barrels and a distribution
capacity of 1.2 million barrels per day.

The investment in this vessel was US$ 723,575, from which US$ 6,317 was paid in
thefirst quarter of 2008 and US$ 352,996 was paid in 2007 and the remainder will
be paid within the next 15 years.
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According to the contract, the future payments are estimated as follows:

Asof March 31,

As of December 31,

2008 2007
2008’ s remaining quarters US$ 18,950 US$ 25,267
2009 25,267 25,267
2010 25,267 25,267
2011 25,267 25,267
2012 25,267 25,267
2013 and thereafter 244,244 244,244
Tota Uss$ 364,262 US$ 370,579
b. PEMEX has entered into a nitrogen supply contract for the pressure maintenance

program at the Cantarell field, during 2007; PEMEX entered an additional contract
to supply nitrogen to the Ku-Maloob-Zaap field, and the commitment to this
provider expiresin the year 2027. At March 31, 2008 and December 31, 2007, the
value of the nitrogen to be supplied during the term of the contract is approximately
Ps.17,314,698 and Ps.18,314,382, respectively. Inthe event of the rescission of the
contract and depending on the circumstances, PEMEX would be required to
purchase the nitrogen production plant in accordance with the terms of the contract.

The estimated future payments are as follows:

Asof March 31,

As of December

31, 2007

Ps. 1,969,805
1,695,836
1,717,418
1,721,866
1,742,658
9,466,799

2008
2008’ s remaining quarters Ps. 1,293,639
2009 1,662,412
2010 1,677,692
2011 1,687,932
2012 1,714,178
Over 5 years 9,278,845
Total Ps. 17,314,698

Ps. 18,314,382

c. During 2003 and thereafter, PEMEX entered into Financed Public Work Contracts
(“FPWCs") (formerly known as Multiple Services Contracts or “MSCs”). In connection
with these contracts, the contractor, at its own cost, has to administer and support the
execution of the work in connection with the FPWCs, which are classified into categories of

devel opment, infrastructure and maintenance.

The estimated value of the FPWCs, as of March 31, 2008 and as of December 31, 2007 isas

follows:
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December 31,

Contracting Date Block March 31, 2008 2007

February 9, 2004 Olmos US$ 343574 US$ 343,574
November 21, 2003 Cuervito 260,072 260,072
November 28, 2003 Mision 1,035,580 1,035,580
November 14, 2003 Reynosa-Monterrey 2,437,196 2,437,196
December 8, 2003 Fronterizo 264,977 264,977
December 9, 2004 Pandura-Anahuac 900,392 900,392
March 23, 2005 Pirineo 645,295 645,295
April 3, 2007 Neo 911,509 911,509
April 20, 2007 Monclova 433,501 433,501
Total Us$ 7,232,096 US$ 7,232,096

d. PEMEX, through PMI, entersinto sale contracts for crude oil with foreign companiesin
international markets. The terms and conditions of these contracts are specific to each
customer, and the contract durations vary, including evergreen contracts and long-term
contracts.

11. Contingencies

In the ordinary course of business, PEMEX is named in a number of lawsuits of various
types. PEMEX evaluates the merit of each clam and assesses the likely outcome, accruing a
contingent liability when an unfavorable decision is probable and the amount is reasonably
estimable. Such contingent liabilities are mentioned below.

@ PEMEX is subject to the provisions of the Ley General del Equilibrio Ecolégicoy la
Proteccion 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 Procuraduria Federal de Proteccion al Ambiente (Federal Attorney of
Environmenta Protection, or “PROFEPA™) 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.
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As of March 31, 2008 and as of December 31, 2007, the reserve for environmental
remediation expenses totaled Ps. 2,093,440. This reserve is included in long-term
liabilities in the condensed consolidated balance shest.

As of March 31, 2008, PEMEX was involved in various civil, tax, criminal,
administrative, labor, commercia and arbitration and lawsuits. Based on the
information available, the amount claimed in connection with these lawsuits totaled
approximately Ps. 37,512,783. At March 31, 2008, PEMEX had accrued a reserve of
Ps. 10,479,170, for these contingent liabilities. Among these lawsuits, are the
following:

Pemex-Refining is a party to an arbitration proceeding (No. 11760/KGA)
filed by CONPROCA, S.A. de C.V. (“CONPROCA") before the
International Chamber of Commerce, in which CONPROCA is seeking
payment of US$ 633,100 related to construction and maintenance servicesin
the Cadereyta refinery. Pemex-Refining filed a counterclaim against
CONPROCA in the amount of US$ 907,000 (which includes the value added
tax).

The arbitration panel notified the parties that it will issue an award on this
matter on March 31, 2008. As of the date of these financial statements, such
award has not been issued. Once it is issued, a hearing on damages will be
held.

In April 2004, Construcciones Industriales del Golfo, S.A. de C.V. filed a
civil claim against Pemex-Exploration and Production, (exp. 40/2004-V11),
for atotal amount of Ps. 15,237 plus US$ 219,584 for the removal of
deposits in the Salamanca refinery. On September 28, 2007, ajudgment was
issued in favor of Pemex-Exploration and Production. The plaintiff filed an
appeal against this judgment, which was denied on January 21, 2008. The
plaintiff then filed a constitutional relief known as amparo, which is still
pending.

In December 2003, Union de Sistemas Industriales, S. A. de C.V. filed a
civil claim against Pemex-Refining (exp. 202/2003), seeking Ps. 393,095.
Thetria isin the evidentiary stages; expert evidence is still pending.

In December 2004, Corporacion Mexicana de Mantenimiento Integral S. de
R.L.deC. V. (“COMMISA”) filed an arbitration claim before the
International Court of Arbitration of the International Chamber of Commerce
(the “ICA™) against Pemex-Exploration and Production (IPC-01) for breach
of a construction agreement in connection with two platformsin the
Cantarell complex.
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On January 26, 2007, COMMISA filed adetailed claim seeking

US$ 292,043 and Ps. 37,537; and Pemex-Exploration and Production filed a
detailed counterclaim seeking US$ 125,897 and Ps. 41,513. On August 10,
2007, each party filed their responsesto the claim and counterclaim,
respectively. On September 10, 2007, both parties filed their replies, in
which COMMISA modified its claim and is, as of the date of these financial
statements, seeking US$ 319,900 and Ps. 37,200 in damages. On October
10, 2007, the parties filed their rejoinders. A hearing was held during which
each party presented its case to the panel and filed its evidence. On February
15, 2008, the parties filed their pleadings.

The final award is expected to be issued before May 31, 2008 in accordance
with aresolution issued by the ICA on February 14, 2008.

An arbitration proceeding before the ICA was filed by COMBISA, S. deR.
L.deC. V. (“COMBISA™) against Pemex-Exploration and Production (IPC-
22) seeking US$ 235,770 for the alleged breach of a construction agreement
in connection with three platforms in the Cantarell complex. Pemex-
Exploration and Production responded to the claim and filed a counterclaim
against COMBISA. On July 23, 2007, afinal award was granted, pursuant to
which COMBISA was ordered to pay US$ 4,600 and Pemex-Exploration
and Production was ordered to pay US$ 61,300 as well as financia expenses
and the corresponding value added tax. Both parties requested an additional
decision to clarify thisfinal award, on November 16, 2007. The ICA
modified the award such that total amount owed to COMBISA was corrected
and Pemex-Exploration and Production was ordered to pay US$ 61,600 as
well as financial expenses and the corresponding value added tax. The total
amount owed to Pemex-Exploration and Production was ratified.

On January 30, 2008, Pemex-Exploration and Production and COMBISA
executed a settlement agreement under which Pemex-Exploration and
Production agreed to pay US$84,579 (plus the value added tax) and
COMBISA agreed to pay US$ 4,594 plus the value added tax). This claim,
which was initially for a total amount of US$ 235,770, concluded with a
payment of US$ 91,983 to COMBISA.

COMMISA filed a claim before the ICA against Pemex-Exploration and
Production (1PC-28) seeking approximately US$ 142,400 and Ps. 40,199 for,
among other things, the alleged breach of a contract (PEP-O-1T-136/08)
related to two vessels the Bar Protector and Castoro 10, both of which arein
the Cantarell complex.  Pemex-Exploration and Production filed a
counterclaim. On February 11, 2008, Pemex-Exploration and Production was
notified of an award pursuant which Pemex-Exploration and Production was
ordered to pay Ps. 10,928 and US$ 75,075, plus the value added tax and
USS$ 200 related to arbitration expenses.
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COMMISA filed a request to execute this award, which was notified to
Pemex-Exploration and Production on March 24, 2008. As of the date of
these financial statements, Pemex-Exploration and Production has not yet
filed its answer to this request.

A civil claim wasfiled by Asociacion de Transportistas al Servicio de
Petrdleos Mexicanos Clientes o Empresas Sustitutos, A. C. against Pemex-
Refining (exp. 262/2005-11) seeking approximately Ps. 1,647,629 for
damages in connection with the alleged breach of atank truck transportation
agreement. On March 7, 2008 afinal hearing was held in which both parties
filed their allegations. A final judgement is still pending.

A civil claim wasfiled by Asociacion de Transportistas al Servicio de
Petrdleos Mexicanos, Clientes 0 Empresas Sustitutos, A. C. against Pemex-
Refining (exp. 271/2005-1) asserting that Pemex-Refining should authorize
the plaintiff to replace tank trucks older than ten yearsin accordance with the
tank truck transportation agreement mentioned in paragraph vii above. On
January 23, 2008, afinal hearing was held in which both partiesfiled their
allegations. A final judgement is still pending.

A civil claim was filed by Asociacion de Transportistas al Servicio de
Petroleos Mexicanos, Clientes 0 Empresas Sustitutos, A. C. against Pemex-
Refining, (295/2007), seeking ajudicial judgment declaring the breach of a
services agreement dated March 26, 1993 and damages, among others
expenses.

On October 31, 2007, Pemex-Refining was summoned and a precautionary
measure was granted to the plaintiff requesting Pemex-Refining to replace
tank trucks and grant the appropiate authorizations. On November 5, 2007,
Pemex-Refining filed a motion stating that the judge lacked jurisdiction,
which was granted and the trial suspended. On March 5, 2008, a request for
constitutional relief known as an amparo was filed by Pemex-Refining
against the precautionary measure, which was accepted by the Juzgado
Quinto de Distrito en Materia Civil (Fifth Civil District Court).

A request for Constitutional relief known as an amparo was filed by Minera
Carbonifera Rio Escondido, S.A. de C.V. and Minerales Monclova, SA. de
C.V. for alleged violation of its constitutional rights due to the execution of
devel opment, infrastructure and maintenance works in non-associated gas
fields under a public works contract (No. 414105826) and a modification of
the Ley Reglamentaria del Articulo 27 Constitucional en el Ramo del
Petroéleo (the Regulatory Law to Article 27 of the Political Constitution
Concerning Petroleum Affairs). The purpose of this contract was to explore
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non-associated gas in the same fields where the plaintiffs have their mining
concessions.

The plaintiffs argue they have aright to exploit natural gas found in the
fields located under their mining concessions. As of the date of these
financial statements, afinal judgment isstill pending. Also athird arbitrator
expert’s opinion on Geology and a constitutional hearing are still pending.

An arbitration proceeding before the ICA wasfiled by Tejas Gas de Toluca,
S.deR.L.deC.V. against Gas Natural México S.A. deC.V. (“GNM") and
Pemex-Gas and Basic Petrochemicals seeking, among other things,
compliance with atransportation agreement and its amendments as agreed in
February, 2001 and November, 2001. This agreement was executed for the
operation of the Palmillas-Toluca pipeline.

In February 2008, several hearings were held with the arbitration panel and
the parties involved, during which areconciliation of claims and
counterclaims were presented. On February 26, 2008, the initial arbitration
report was executed and a provisional arbitration calendar was agreed.

In connection with the claims filed by a group of Congressmen from the
LIXth Legislature against Pemex-Exploration and Production related to the
Financed Public Works Contracts program (FPWC), as of the date of these
financial statemets only one claim remains pending since Pemex-Exploration
and Production obtained a favorable judgment in the other similar claims
filed by these plaintiffs.

The remaining claim relates to the FPWC celebrated between Pemex-
Exploration and Production and PTD Servicios Mdltiples, S. deR.L. de C.V.
(“PTD”) for the Cuervito natural gas production block before the Juzgado
Noveno de Distrito en Materia Civil del Distrito Federal (Ninth Civil
District Court) in Mexico City. On December 12, 2007, Pemex-Exploration
and Production was summoned after an appeal filed by PTD was denied.
Pemex-Exploration and Production filed a motion arguing the lack of
standing of the plaintiffs due to the termination of their positions as
Congressmen. As of the date of these financial statements, thetrial isin the
evidentiary stage.

In August 2007, acivil claim (12/2007) was filed by L eoba Rueda Nava
against Petroleos Mexicanos and Pemex-Refining before the Juzgado
Decimocuarto de Distrito del Décimo Circuito (Fourteenth District Court of
the Tenth Circuit) in Coatzacoal cos, Veracruz. It included, among other
things, civil liability and damages resulting from the pollution of land used to
store il waste in accordance with an agreement entered into by and among
Leoba Rueda Nava, Petréleos Mexicanos and Pemex-Refining. Thetrid is
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in the evidentiary stage. Judicial inspection, confession and testimonial
evidences have been filed. As of the date of these financial statements, the
experts opinions are still pending.

Administrative proceedings before the Federal Commission of Competition
(the “Commission”). On December 7, 2007, the Commission issued a
resolution prohibiting Pemex-Refining from engaging in monopolistic
practicesin trading and distributing greases and lubricants in service stations,
without specifically requesting a modification or termination of alicense
agreement. Pemex-Refining filed an amparo against this resolution, which is
still pending.

In January 2008, the Commission requested Pemex-Refining to provide
evidence related to the compliance of a resolution issued by the Commission
in 2003 in connection with this same subject. Pemex-Refining informed the
Commission that a suspension was granted to Bardahl de México, S. A. de
C. V. (“Bardahl”), acompetitor in the lubricants business, in several
amparos to maintain the exclusivity right of the Mexlub trademark until a
final resolution isissued.

Claimsfiled by Impulsora Jalisciense, S. A. de C. V. y Mexicanade
Lubricantes, S. A.deC. V.

An amparo (1519/2005) was filed by Impulsora Jalisciense, SA. de C.V.,
before the Juzgado Quinto de Distrito en Materia Administrativa (Fifth
Administrative District Court) in the State of Jalisco in December 2005, in
connection with a proposed model franchise agreement to be executed by
Pemex-Refining.  This proceeding has been joined with a pending
proceeding filed by Bardahl, which requested protection against the
execution of any resolutions ordering to stop the sale of lubricants
manufactured by Bardahl within all service stations.

These amparos are suspended due to severa objections filed by Bardahl. A
constitutional hearing is still pending.

A civil claim (28/2007) was filed by Mexicana de Lubricantes, S. A. de C.
V. against Pemex-Refining on March 28, 2008, seeking, among other things,
ajudicial judgment declaring null and void any advance termination or
cancellation of the following agreements executed between Mexicana de
Lubricantes, S. A. de C. V. and Pemex-Refining: 1) License and Trademark
contract; 2) Basic greases supply contract; and 3) Manufacture contract of
lubricants and greases for Petrdleos Mexicanos and the Subsidiary Entities.
Pemex-Refining filed its response to this claim on April 10, 2008. Mexlub
filed a motion arguing that the authorized representative of Pemex-Refining
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did not have the authority to represent Pemex-Refining. As of the date of
these financial statements, aresolution is still pending..

The result of these proceedings is uncertain since their fina resolution will be issued by the

appropriate authorities.

12. Business segment information

PEMEX operates in different activities, since it is devoted to the exploration and production of
crude oil and natural gas, as well as to the process and distribution of refined and petrochemical
products. The main business segment information without considering the eliminations for the
consolidated financial statements effects, is as follows:

As of March 31, 2008 and for the quarter

then ended
Trade Income:
External
Customers
Intersegments
Income services

Gain (loss) gross
Operating Gain
(loss)

Net gain (loss)
Comprehensive
financing result
Depreciation and
amortization

Cost of labor
reserve
Taxes and duties

Tota

Assets
Current assets
Investing

in

shares and
Values

Fixed assets
Acquisitions of
fixed assets
Short-term
liabilities
Labor reserve
Total Liability
Equity

Corporate and
Exploration and Gas and Basic Subsidiary

Production Refining Petrochemicals Petrochemicals Companies Eliminations Consolidated balance
Ps.- Ps. 115,609,751 Ps. 41,094,530 Ps. 6,778,687 Ps. 157,695,121 Ps. - Ps. 321,178,089
279,338,613 12,952,967 24,229,460 12,084,647 80,386,629 (408,992,316) -
- - - - 454,380 (169,178) 285,202
237,146,746 (42,928,444) 2,772,501 (1,327,507) 11,509,160 (9,291,147) 197,881,309
227,175,985 (53,775,565) 190,014 (5,006,985) 1,262,448 329,521 170,175,418
22,615,144 (21,274,231) 993,642 (4,655,372) 4,623,493 950,073 3,252,749
(5,966,680) (1,047,115) 854,764 153,147 5,048,489 62,791 (894,604)
17,168,300 2,402,500 903,800 287,600 154,900 20,917,100
10,575,498 11,132,973 2,373,174 3,179,994 4,883,379 32,145,018
199,177,191 1,063,428 484,035 66,725 850,313 201,641,692
Ps. 1,218,947,548 Ps 390,984,004 Ps. 131,309,231  Ps.74,252,951 .Ps.  2,436,590,320  Ps.(3,004,903,577) Ps.  1,247,180,477
608,452,652 227,395,225 88,001,792 58,582,644 503,876,475 (1,096,084,204) 390,224,584
342,538 157,094 1,092,639 - 693,092,373 (663,738,771) 30,945,873
587,146,357 162,884,861 41,886,644 15,373,790 8,088,875 - 815,380,527
37,129,700 2,420,200 635,300 183,300 1,300 40,369,800
165,830,391 163,231,235 31,808,592 11,057,639 956,364,681 (1,093,094,734) 235,197,804
150,347,622 143,406,343 35,035,639 40,349,173 56,482,736 - 425,621,513
944,322,800 354,181,083 78,127,110 52,799,890 2,303,301,889 (2,598,217,802) 1,134,514,970
274,624,747 36,802,921 53,182,124 21,453,061 133,288,432 (406,685,775) 112,665,510
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Asof March 31, 2007 and for the

quarter then ended

Trade Income:
External
Customers
Intersegments
Income services
Gain (loss) gross
Operating Gain
(loss)

Net gain (loss)
Comprehensive
financing result
Depreciation and
amortization
Cost of labor
reserve

Taxes and duties

As at December 31, 2007

Total

Assets
Acquisitions of
fixed assets
Current assets
Investing

in

shares and
Values

Fixed assets
Short-term
ligbilities
Labor reserve
Total Liabilities
Equity

Corporate and
Exploration and Gas and Basic Subsidiary Consolidated
Production Refining Petrochemicals Petrochemicals Companies Eliminations balance
Ps. - Ps. 96,416,832 Ps. 34,301,410 Ps. 5,197,375 Ps. 106,616,558 Ps. - Ps. 242,532,175
186,758,327 9,109,291 20,208,226 8,254,369 40,547,363 (264,877,576) -
- - - - 427,778 (157,138) 270,640
148,700,253 (3,809,508) 5,492,320 (1,450,136) 10,981,985 (7,662,224) 152,252,690
141,232,580 (11,525,191) 3,532,582 (2,936,824) 3,609,813 (333,619) 133,579,341
(3,009,533) (9,324,281) 2,678,586 (3,021,719) (17,668,040) 19,916,435 (10,428,552)
(9,041,140) (4,399,100) 218,758 (198,218) 2,907,723 - (10,511,977)
12,218,000 2,079,100 921,000 230,500 164,900 - 15,613,500
7,123,031 6,888,298 1,574,785 2,007,823 3,068,099 - 20,662,036
135,571,457 560,484 1,333,854 61,343 231,894 - 137,759,032
1,237,968,403 417,393,498 133,970,702 79,872,062 2,331,376,672 (2,870,300,731) 1,330,280,606
99,252,970 22,912,301 5,871,320 998,725 324,582 129,359,898
630,760,334 229,536,695 85,311,492 58,650,943 495,164,854 (1,070,863,530) 428,560,788
342,538 157,094 1,095,666 - 612,696,004 (581,227,948) 33,063,354
565,433,958 162,585,821 42,005,574 15,569,956 8,250,144 - 793,845,453
191,867,210 148,709,748 33,463,623 8,896,698 929,478,616 (1,022,952,043) 289,463,852
180,931,471 178,386,606 40,791,915 49,058,100 79,033,180 528,201,272
998,713,758 377,308,387 85,452,634 59,275,500 2,262,119,197 (2,502,496,731) 1,280,372,745
239,254,644 40,085,112 48,518,068 20,596,562 69,257,475 (367,804,000) 49,907,861
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U.S. $40,000,000,000
Pemex Project Funding Master Trust

Medium-Term Notes, Series A, Due 1 Year or More from Date of Issue
unconditionally and irrevocably guaranteed by

Petréleos Mexicanos P EM EX

(A Decentralized Public Entity of the Federal Government of the United Mexican States)

The Pemex Project Fundin{g Master Trust (the “Issuer” or the “Master Trustg, a statutory trust orfganized under the laws of the State of
Delaware, may offer from time to time its Medium-Term Notes, Series A, due 1 year or more from date of issue, as selected by the
purchaser and agreed to by the Issuer, in an aggregate initial offering price not to exceed U.S. $40,000,000,000 or its equivalent in other
currencies or currency units, subject to increase by the Issuer (the “Notes”). The currency or currency unit of denomination and
payment, form, interest rate, intérest payment dates, issue price (and the U.S. dollar equivalent thereof, in the case of Notes
denominated in other than U.S. dollars) and maturity date of any Note will be set forth in the related Final Terms (“Final Te.rms’?. See
“Description of Notes.” The payment of principal” of and premium (if any) and interest on the Notes will be unconditionally and
irevocably guaranteed by Petroleos Mexicanos (the “Guarantor”), a decentralized public entity of the Federal Government (the “Mexican
Government”) of the United Mexican States (‘Mexmoi::). Petréleos Mexicanos’ obligations as Guarantor are unconditionally and
irrevocably uaranteeddlomtlé and severally by Pemex-Exploracion y Produccion, Pemex-Refinacion and Pemex-Gas y Petroquimica
Basica (each, a “Subsidiary Guarantor” and, collectively, the “Subsidiary Guarantors”), each of which is a decentralized public entity of
the Mexican Government. The Notes are not obligations of, or guaranteed by, Mexico.

The principal amount pail]able_ at or prior to maturity, the amount of interest payable and any premium payable with respect to the Notes
m?yt %eFdetle[l_mlned by the difference in the price of crude oil on certain dates, or by some other index or indices, as set forth in the
related Final Terms.

Unless a Redemption Commencement Date is specified in the applicable Final Terms, the Notes will not be redeemable prior to their
Stated Maturity except in the event of certain changes in Mexican Withholding Taxes (as defined herein). If a Redemption
Commencement Date is so specified, the Notes will be redeemable at the option of the Issuer at any time after such date as described
herein. Unless otherwise specified in the applicable Final Terms, the Notes will not be subject to repayment at the option of the holder
prior to their Stated Maturity.

The Notes will contain provisions regarding acceleration and future modifications to their terms that differ from those applicable to
certain of the Issuer’s and the Guarantor’s other outstanding public external indebtedness issued prior to October 2004. Under these
provisions, which are commonly referred to as “collective action clauses” and are described under “Description of Notes—Modification
and Waiver,” in certain circumstances, the Issuer and the Guarantor may amend the payment and certain other provisions of an issue of
Notes with the consent of the holders of 75% of the aggregate principal amount of such Notes.

The Notes are being offered for sale in offshore transactions in reliance on Regulation S under the United States Securities Act of 1933,
as amended (the “Securities Act”). A portion of the Notes may also be offered for sale in the United States pursuant to an available
exemption from registration under the Securities Act. Unless otherwise specified in the applicable Final Terms, each Registered Note
as defined herein) offered hereby will be represented by one or more global Registered Notes without interest coupons (each, a “Global

ote”), which will be deposited with, or on behalf of, The Depository Trust Company (‘DTC”) or with a common depositary for Euroclear
Bank S.A./N.V. as operator of the Euroclear Clearance System plc (“Euroclear”) and Clearstream Banking, société anonyme
(“Clearstream, Luxembourg”). Unless otherwise specified in the applicable Final Terms, Bearer Notes (as defined herein) will initially be
represented by a temporary global Bearer Note, without interest coupons, which will be deposited with a common depositary for
Euroclear and Clearstream, uxembqu(rjg: Such temporaryr_global Bearer Note will be exchangeable for a permanent global Bearer Note
or definitive Bearer Notes, as specified in the applicable Final Terms, on or after the Exc_han%e Date therefor and after the_requisite
certifications as to non-U.S. beneficial ownership have been provided as described herein. See “Description of Notes—Form and
Denomination.” Except as described herein, Notes in definitive certificated form will not be issued in exchange for Global Notes or
Bearer Notes in global form or interests therein. See “Description of Notes—Certificated Notes and Definitive Bearer Notes.”

Application has been made to admit the Notes to listing on the Official List of the Luxembourg Stock Exchange and to trading on the
Euro MTF market (the "Euro MTF"). No assurance can be given that the Notes will be sold or that an active trading market for the Notes
will develop. This Offering Circular constitutes a Base Prospectus for the purposes of listing Notes on the Luxembourg Stock Exchange.
See “Risk Factors” on page 13 and “Currency Risks and Risks Associated with Indexed Notes” on page 55 for certain
considerations relevant to an investment in the Notes.

THE NOTES HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE SECURITIES ACT OR ANY STATE SECURITIES
LAWS AND MAY NOT BE OFFERED OR SOLD WITHIN THE UNITED STATES OR TO, OR FOR THE ACCOUNT OR BENEFIT OF,
U.S. PERSONS EXCEPT PURSUANT TO AN EXEMPTION FROM, OR IN A TRANSACTION NOT SUBJECT TO, THE
REGISTRATION REQUIREMENTS OF THE SECURITIES ACT AND APPLICABLE STATE SECURITIES LAWS. ACCORDINGLY,
THE NOTES MAY BE OFFERED AND SOLD ONLY (A) TO “QUALIFIED INSTITUTIONAL BUYERS” (AS DEFINED IN RULE 144A
UNDER THE SECURITIES ACT) IN COMPLIANCE WITH RULE 144A AND (B) PURSUANT TO OFFERS AND SALES THAT OCCUR
OUTSIDE THE UNITED STATES IN COMPLIANCE WITH REGULATION S UNDER THE SECURITIES ACT. FOR CERTAIN
RESTRICTIONS ON RESALE AND TRANSFER, SEE “OFFERING AND SALE” AND “NOTICE TO INVESTORS.”

The information contained herein or in the offering circular is the exclusive resCPonsibiIite( of the Issuer, the
Guarantor and the Subsidiary Guarantors (and not the Mana ing Trustee) and has not been reviewed or
authorized by the Comision Nacional Bancaria ¥ de Valores (“CNBV”) of Mexico. The characteristics of the
offering will be notified to the CNBV solely for informative purﬂoses and do not imply any certification as to the
investment quality of the Notes, the solvency of the Issuer, the Guarantor or the Subsidiary Guarantors. The
Notes may not be offered or sold in Mexico except through a private offering in accordance with article 8 (or any
successor provision) of the Securities Market Law.

Offers to purchase Notes are being solicited, on a reasonable efforts basis, from time to time by the Agents on behalf of the Issuer.
Notes may be sold to the Agents on their own behalf at negotiated discounts for resale as described above. The Issuer may also sell
Notes directly on its own behalf or to or through other brokers or dealers. The Issuer reserves the right to withdraw, cancel or modify the
offering contemplated hereby without notice. No termination date for the offering of the Notes has been established. The Issuer, or any
Agent if it solicits the offer, may reject any offer to purchase Notes as a whole or in part. See “Offering and Sale.”

Joint Arrangers
Citi Credit Suisse
Agents
Citi Credit Suisse
Goldman, Sachs & Co. Goldman Sachs International
JPMorgan Lehman Brothers

The Offering Circular is dated October 11, 2007. This Offerin% Circular may not be used for the purpose of listing the Notes on the Official List of the
Luxembourg Stock Exchange and to trading on the Euro MTF after October 11, 2008.



This Offering Circular does not constitute an offer of, or an invitation by or on behalf of the Issuer, the
Guarantor or the Subsidiary Guarantors to subscribe for or purchase any of the Notes. The distribution of
this Offering Circular and the offering of the Notes in certain jurisdictions may be restricted by law.
Persons into whose possession this Offering Circular comes are required by the Issuer, the Guarantor,
the Subsidiary Guarantors and the Agents to inform themselves about and to observe any such
restrictions. For a description of certain further restrictions on offers and sales of the Notes and
distribution of this Offering Circular, see “Offering and Sale” and “Notice to Investors.”

The Issuer is a Delaware statutory trust established by Petroleos Mexicanos pursuant to the terms of
a trust agreement dated as of November 10, 1998, as amended by Amendment No. 1 on November 17,
2004, Amendment No. 2 on December 22, 2004 and Amendment No. 3 on August 17, 2006, among The
Bank of New York, as Managing Trustee, The Bank of New York (Delaware), as Delaware Trustee, and
Petréleos Mexicanos, as sole beneficiary (the “Trust Agreement”). The Issuer was formed on November
10, 1998 by the filing of a certificate of trust with the Office of the Secretary of State of the State of
Delaware. The lIssuer is a financing vehicle for the long-term productive infrastructure projects of
Petréleos Mexicanos, which are referred to by Petréleos Mexicanos and the Mexican Government as
“‘PIDIREGAS.” The Delaware office of the Issuer is The Bank of New York (Delaware), White Clay
Center, Newark, DE 19711; the office of the Managing Trustee of the Issuer is The Bank of New York,
Corporate Trust, Global Structured Finance Unit, 101 Barclay Street, 21W, New York, NY 10286.

Petréleos Mexicanos was established by a decree of the Mexican Congress on June 7, 1938 as a
result of the nationalization of the foreign-owned oil companies then operating in Mexico. Petréleos
Mexicanos and its four subsidiary entities — Pemex-Exploracién y Produccién (Pemex-Exploration and
Production), Pemex-Refinacion (Pemex-Refining), Pemex-Gas y Petroquimica Basica (Pemex-Gas and
Basic Petrochemicals) and Pemex-Petroquimica (Pemex-Petrochemicals) (collectively, the “Subsidiary
Entities”) — comprise Mexico’s state oil and gas company. Each is a decentralized public entity of the
Mexican Government and is a legal entity empowered to own property and carry on business in its own
name. In addition, the results of a number of subsidiary companies that are listed in “Consolidated
Structure of PEMEX” in the Form 20-F (as defined below) (such companies, the “Subsidiary Companies”),
including the Issuer, are incorporated into the consolidated financial statements. Petrdleos Mexicanos,
the Subsidiary Entities and the consolidated Subsidiary Companies are collectively referred to as
‘“PEMEX.” PEMEX’s executive offices are located at Avenida Marina Nacional No. 329, Colonia
Huasteca, Mexico, D.F. 11311, Mexico. PEMEX’s telephone number is (5255) 1944-2500.

The lIssuer, the Guarantor and the Subsidiary Guarantors (and not the Managing Trustee), having
made all reasonable inquiries, confirm that (i) this Offering Circular contains all information in relation to
the Issuer, the Guarantor, the Subsidiary Guarantors, PEMEX, Mexico and the Notes which is material in
the context of the issue and offering of the Notes, (ii) there are no untrue statements of a material fact
contained in it in relation to the Issuer, the Guarantor, the Subsidiary Guarantors, PEMEX, Mexico or the
Notes, (iii) there is no omission to state a material fact which is necessary in order to make the statements
made in it in relation to the Issuer, the Guarantor, the Subsidiary Guarantors, PEMEX, Mexico or the
Notes, in light of the circumstances under which they were made, not misleading in any material respect,
(iv) the opinions and intentions expressed in this Offering Circular with regard to the Issuer, the
Guarantor, the Subsidiary Guarantors, PEMEX and Mexico are honestly held, have been reached after
considering all relevant circumstances and are based on reasonable assumptions, and (v) all reasonable
inquiries have been made by the Issuer, the Guarantor and the Subsidiary Guarantors to ascertain such
facts and to verify the accuracy of all such information and statements. The Issuer, the Guarantor and
the Subsidiary Guarantors (and not the Managing Trustee) accept responsibility accordingly.

The Notes have not been and will not be registered under the Securities Act and may include Notes
in bearer form that are subject to U.S. tax law requirements. Subject to certain exceptions, the Notes may
not be offered, sold or delivered within the United States or to U.S. persons.

No person has been authorized to give any information or to make any representations other than
those contained in this Offering Circular and, if given or made, such information or representations must
not be relied upon as having been authorized. This Offering Circular does not constitute an offer to sell or



the solicitation of an offer to buy any securities other than the securities to which it relates or any offer to
sell or the solicitation of an offer to buy such securities in any circumstances in which such offer or
solicitation is unlawful. Neither the delivery of this Offering Circular nor any sale made hereunder shall,
under any circumstances, create any implication that there has been no change in the affairs of the Issuer
or PEMEX since the date hereof or that the information contained herein is correct as of any time
subsequent to its date.

This Offering Circular has been prepared by the Issuer and the Guarantor solely for use in connection
with future offerings of the Notes, and the application to admit the Notes to listing on the Official List of the
Luxembourg Stock Exchange and to have the Notes trade on the Euro MTF. This Offering Circular is
personal to each offeree and does not constitute an offer to any other person or to the public generally to
subscribe for or otherwise acquire the Notes. Distribution of this Offering Circular to any other person
other than the offeree and any person retained to advise such offeree with respect to its purchase is
unauthorized, and any disclosure of any of its contents, without the prior written consent of the Issuer and
the Guarantor, is prohibited. Each prospective investor, by accepting delivery of this Offering Circular,
agrees to the foregoing and to make no photocopies of this Offering Circular or any documents referred to
herein.

PETROLEOS MEXICANOS, AS GUARANTOR, WILL FILE A NOTICE IN RESPECT OF THE
OFFERING OF THE NOTES WITH THE CNBV OF MEXICO, WHICH IS A REQUIREMENT UNDER THE
LEY DEL MERCADO DE VALORES, OR SECURITIES MARKET LAW, IN CONNECTION WITH AN
OFFERING OF SECURITIES OUTSIDE OF MEXICO BY A MEXICAN ISSUER. SUCH NOTICE IS
SOLELY FOR INFORMATIVE PURPOSES AND DOES NOT IMPLY ANY CERTIFICATION AS TO THE
INVESTMENT QUALITY OF THE NOTES, THE SOLVENCY OF THE ISSUER, THE GUARANTOR OR
THE SUBSIDIARY GUARANTORS OR THE ACCURACY OR COMPLETENESS OF THE
INFORMATION CONTAINED HEREIN. FURTHERMORE, THE INFORMATION CONTAINED HEREIN
IS THE EXCLUSIVE RESPONSIBILITY OF THE ISSUER, THE GUARANTOR AND THE SUBSIDIARY
GUARANTORS (AND NOT THE MANAGING TRUSTEE) AND HAS NOT BEEN REVIEWED OR
AUTHORIZED BY THE CNBV OF MEXICO. THE NOTES HAVE NOT BEEN REGISTERED IN THE
REGISTRO NACIONAL DE VALORES (THE “REGISTRY”) MAINTAINED BY THE CNBV AND,
CONSEQUENTLY, MAY NOT BE OFFERED OR SOLD IN MEXICO EXCEPT THROUGH A PRIVATE
OFFERING UNDER THE SECURITIES MARKET LAW. ANY MEXICAN INVESTOR WHO ACQUIRES
THESE NOTES FROM TIME TO TIME MUST RELY ON ITS OWN EXAMINATION OF THE ISSUER,
GUARANTOR AND SUBSIDIARY GUARANTORS.

IN CONNECTION WITH AN ISSUE OF NOTES OFFERED HEREBY, THE AGENT OR AGENTS
SPECIFIED IN THE APPLICABLE FINAL TERMS MAY ENGAGE IN TRANSACTIONS THAT
STABILIZE, MAINTAIN, OR OTHERWISE AFFECT THE PRICE OF THE NOTES, INCLUDING OVER-
ALLOTMENT, STABILIZING AND SHORT-COVERING TRANSACTIONS IN THE NOTES, AND THE
IMPOSITION OF A PENALTY BID, IN CONNECTION WITH SUCH ISSUANCE. FOR A DESCRIPTION
OF THESE ACTIVITIES, SEE “OFFERING AND SALE.”

IN CONNECTION WITH THE ISSUE OF ANY SERIES OF NOTES, THE AGENT (IF ANY)
DISCLOSED AS THE STABILIZING MANAGER IN THE APPLICABLE FINAL TERMS, OR ANY
PERSON ACTING FOR THE STABILIZING MANAGER, MAY OVER-ALLOT OR EFFECT
TRANSACTIONS WITH A VIEW TO SUPPORTING THE MARKET PRICE OF SUCH NOTES AT A
LEVEL HIGHER THAN THAT WHICH MIGHT OTHERWISE PREVAIL FOR A LIMITED TIME AFTER
THE ISSUE DATE. HOWEVER, THERE MAY BE NO OBLIGATION ON THE STABILIZING MANAGER
OR ANY AGENT OF THE STABILIZING MANAGER TO EFFECT THIS KIND OF TRANSACTION.
SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME AND MUST BE
BROUGHT TO AN END AFTER A LIMITED PERIOD. IN ADDITION, SUCH STABILIZING, IF
COMMENCED, SHALL BE CARRIED OUT IN ACCORDANCE WITH ALL APPLICABLE LAWS AND
REGULATIONS.

FOR NEW HAMPSHIRE RESIDENTS ONLY: NEITHER THE FACT THAT A REGISTRATION
STATEMENT OR AN APPLICATION FOR A LICENSE HAS BEEN FILED UNDER CHAPTER 421-B OF



THE NEW HAMPSHIRE REVISED STATUTES WITH THE STATE OF NEW HAMPSHIRE NOR THE
FACT THAT A SECURITY IS EFFECTIVELY REGISTERED OR A PERSON IS LICENSED IN THE
STATE OF NEW HAMPSHIRE CONSTITUTES A FINDING BY THE SECRETARY OF STATE OF NEW
HAMPSHIRE THAT ANY DOCUMENT FILED UNDER RSA 421-B IS TRUE, COMPLETE AND NOT
MISLEADING. NEITHER ANY SUCH FACT NOR THE FACT THAT AN EXEMPTION OR EXCEPTION
IS AVAILABLE FOR A SECURITY OR A TRANSACTION MEANS THAT THE SECRETARY OF STATE
HAS PASSED IN ANY WAY UPON THE MERITS OR QUALIFICATIONS OF, OR RECOMMENDED OR
GIVEN APPROVAL TO, ANY PERSON, SECURITY, OR TRANSACTION. IT IS UNLAWFUL TO MAKE,
OR CAUSE TO BE MADE, TO ANY PROSPECTIVE PURCHASER, CUSTOMER, OR CLIENT ANY
REPRESENTATION INCONSISTENT WITH THE PROVISIONS OF THIS PARAGRAPH.



AVAILABLE INFORMATION

Petréleos Mexicanos files periodic reports and other information with the United States Securities and
Exchange Commission (the “SEC”). These reports, including the attached exhibits, and any reports or
other information filed by Petréleos Mexicanos with the SEC are available at the SEC’s public reference
room in Washington, D.C. Copies of these SEC filings may also be obtained at prescribed rates from the
Public Reference Section of the SEC at Judiciary Plaza, 450 Fifth Street, N.W., Washington, D.C. 20549.
Please call the SEC at 1-800-SEC-0330 for further information regarding the operation of the public
reference rooms. In addition, electronic SEC filings of Petréleos Mexicanos are available to the public
over the Internet at the SEC’s website at http://www.sec.gov. So long as any of the Notes are
outstanding and are “restricted securities” within the meaning of Rule 144(a)(3) under the Securities Act
of 1933, as amended (the “Securities Act”), if at any time Petrdleos Mexicanos is neither a reporting
company under Section 13 or Section 15(d) of the U.S. Securities Exchange Act of 1934, as amended
(the “Exchange Act”), nor exempt from reporting pursuant to Rule 12g3-2(b) thereunder, Petréleos
Mexicanos will be required under the Indenture referred to under “Description of Notes—General” to
furnish to a holder of a Note and a prospective purchaser designated by such holder, upon the request of
such holder in connection with a transfer or proposed transfer of such Note pursuant to Rule 144A, the
information required to be delivered under Rule 144A(d)(4)(i) under the Securities Act.

DOCUMENTS INCORPORATED BY REFERENCE

The following documents filed by Petréleos Mexicanos with the SEC are incorporated by reference
into this Offering Circular:

e Petroleos Mexicanos’ Annual Report on Form 20-F for the year ended December 31, 2006, as
filed with the SEC on July 2, 2007 (the “Form 20-F”);

e Petréleos Mexicanos’ report relating to the unaudited condensed consolidated results of PEMEX
for the six months ended June 30, 2007, furnished to the SEC on Form 6-K on October 10, 2007;
and

e all of Petréleos Mexicanos' annual reports on Form 20-F, and all reports on Form 6-K that are
designated in such reports as being incorporated into this Offering Circular, filed with the SEC
pursuant to Section 13(a), 13(c) or 15(d) of the Exchange Act after the date of this Offering
Circular and prior to the termination of the offer of any issue of Notes hereunder.

The information incorporated by reference is considered to be part of this Offering Circular, and later
information filed with the SEC will update and supersede this information.

Copies of the most recent audited annual and unaudited interim consolidated financial statements of
PEMEX, as well as this Offering Circular (and any amendment or supplement hereto) and any Final
Terms relating to any issue of Notes admitted to be listed on the Official List of the Luxembourg Stock
Exchange and traded on the Euro MTF, will be available free of charge at the office of the Paying Agent
and the Transfer Agent in Luxembourg. Such documents will also be available free of charge at the office
of the Managing Trustee of the Issuer and at the principal executive office of the Trustee.



NOTICE TO INVESTORS

Because of the following restrictions, purchasers are advised to consult legal counsel prior to making
any offer, resale, pledge or other transfer of the Notes offered hereby.

Each purchaser of Notes offered and sold in reliance on Rule 144A (“Rule 144A”) will be deemed to
have represented and agreed as follows (terms used herein that are defined in Rule 144A, Regulation D
(“Regulation D”) or Regulation S (“Regulation S”) under the Securities Act, are used herein as defined

therein):

(@)

(b)

The purchaser (1) is a qualified institutional buyer; (2) is aware that the sale to it is being
made in reliance on Rule 144A; and (3) is acquiring such Notes for its own account or for the
account of a qualified institutional buyer;

The purchaser understands that the Notes have not been registered under the Securities Act
and may not be reoffered, resold, pledged or otherwise transferred except (A) (1) to a person
who such purchaser reasonably believes is a qualified institutional buyer in a transaction
meeting the requirements of Rule 144A; (2) in an offshore transaction meeting the
requirements of Rule 903 or Rule 904 of Regulation S; (3) pursuant to an exemption from
registration under the Securities Act provided by Rule 144 thereunder (if available); or (4)
pursuant to an effective registration statement under the Securities Act and (B) in accordance
with all other applicable securities laws;

Such Notes will bear a legend to the following effect unless the Issuer determines otherwise
in compliance with applicable law:

THIS NOTE HAS NOT BEEN REGISTERED UNDER THE UNITED STATES
SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”), AND MAY NOT
BE OFFERED, SOLD, PLEDGED OR OTHERWISE TRANSFERRED EXCEPT (A) TO A
PERSON WHO THE TRANSFEROR REASONABLY BELIEVES IS A QUALIFIED
INSTITUTIONAL BUYER WITHIN THE MEANING OF RULE 144A UNDER THE
SECURITIES ACT ACQUIRING THE NOTES FOR ITS OWN ACCOUNT OR THE
ACCOUNT OF A QUALIFIED INSTITUTIONAL BUYER IN A TRANSACTION MEETING
THE REQUIREMENTS OF RULE 144A; (B) IN AN OFFSHORE TRANSACTION IN
ACCORDANCE WITH RULE 903 OR RULE 904 OF REGULATION S UNDER THE
SECURITIES ACT; (C) PURSUANT TO AN EXEMPTION FROM REGISTRATION
PROVIDED BY RULE 144 UNDER THE SECURITIES ACT (IF AVAILABLE); OR (D)
PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT UNDER THE
SECURITIES ACT, IN EACH CASE IN ACCORDANCE WITH ANY APPLICABLE
SECURITIES LAWS OF ANY STATE OF THE UNITED STATES OR ANY OTHER
JURISDICTION;

The purchaser understands that such Notes will be represented by a Restricted Global Note
(as defined herein). Before any interest in a Restricted Global Note may be offered, sold,
pledged or otherwise transferred to a person who takes delivery in the form of an interest in a
Regulation S Global Note, the transferor will be required to provide the Trustee with a written
certification (in the form provided in the Indenture) as to compliance with the transfer
restrictions referred to in clause (b)(2) or (b)(3) above.

The Notes will constitute “restricted securities” within the meaning of Rule 144(a)(3)(iv) under the
Securities Act and any sale pursuant to Rule 144 will be subject to the requirements of that rule, including
the holding period requirements. Because affiliates of the Issuer and the Guarantor will not be prohibited
from purchasing and reselling the Notes, no representation can be made as to the availability of the
exemption provided by Rule 144 under the Securities Act for the resale of the Notes.



CURRENCY OF PRESENTATION

References herein to “U.S. dollars,” “U.S. $,” “dollars” or “$” are to the lawful currency of the United
States of America, references herein to “pesos” or “Ps.” are to the lawful currency of Mexico, references
herein to “£” are to British pounds, and references to “Euro” or “€” are to the currency introduced at the
start of the third stage of European Economic and Monetary Union pursuant to the treaty establishing the
European Communities, as amended by the Treaty on European Union. The term “billion” as used in this
Offering Circular means one thousand million.

This Offering Circular contains translations of certain peso amounts into U.S. dollars at specified rates
solely for the convenience of the reader. These translations should not be construed as representations
that the peso amounts actually represent the U.S. dollar amounts or could be converted into U.S. dollars
at the rate indicated. Unless otherwise indicated, such U.S. dollar amounts have been translated from
pesos at an exchange rate of Ps. 10.8810 = U.S. $1.00, which is the exchange rate that the Ministry of
Finance and Public Credit instructed Petroleos Mexicanos to use on December 31, 2006. On October 9,
2007, the noon buying rate for cable transfers in New York reported by the Federal Reserve Bank of New
York was Ps. 10.8281 = U.S. $1.00.

PRESENTATION OF FINANCIAL INFORMATION

The financial position and results of operation of the Issuer are consolidated with those of PEMEX,
which maintains its financial statements and records in pesos. The Issuer does not publish non-
consolidated financial statements. The Issuer, the Guarantor and the Subsidiary Guarantors believe that
separate financial statements of the Issuer would not be material to you because (i) the Guarantor is an
SEC reporting company and controls the Issuer, (ii) the Issuer has no independent operations, and (iii)
the Guarantor has fully and unconditionally guaranteed the Issuer’s obligations under the Notes and the
Subsidiary Guarantors have, jointly and severally, unconditionally guaranteed the Guarantor’s obligations
under the Guaranties and the Subsidiary Guaranties (as defined below).

The audited consolidated financial statements of PEMEX as of December 31, 2005 and 2006 and for
each of the three years in the period ended December 31, 2006 (the “Financial Statements”) are included
in Item 18 of the Form 20-F. These consolidated financial statements were prepared in accordance with
Normas de Informacién Financiera (Mexican Financial Reporting Standards or “Mexican FRS” or “NIFs”),
and are presented in constant pesos with purchasing power at December 31, 2006.

The Financial Statements were reconciled to United States generally accepted accounting principles
(“U.S. GAAP”). Mexican FRS differs in certain significant respects from U.S. GAAP; the differences that
are material to the Financial Statements are described in Note 20 to the Financial Statements.

Interim summary consolidated financial data of PEMEX as of and for the six months ended June 30,
2006 and 2007, which are not audited and were prepared in accordance with Mexican FRS, are also
included in Annex A to this Offering Circular. These unaudited interim consolidated data and all interim
financial information presented in this Offering Circular are stated in constant pesos with purchasing
power at June 30, 2007. As a result of Mexican inflation during the first six months of 2007, the
purchasing power of one peso at December 31, 2006 is equivalent to the purchasing power of
Ps. 1.005148 at June 30, 2007. Accordingly, the Financial Statements are not directly comparable to the
unaudited interim consolidated data presented in Annex A to this Offering Circular or any applicable Final
Terms, because they are stated in constant pesos as of different dates. In addition, no reconciliation of
the consolidated interim financial information to U.S. GAAP has been prepared.



This Offering Circular contains words, such as “believe,

FORWARD-LOOKING STATEMENTS

expect,” “anticipate” and similar expressions

that identify forward-looking statements, which reflect PEMEX’s views about future events and financial
performance. PEMEX has made forward-looking statements that address, among other things, its:

drilling and other exploration activities;
import and export activities;
projected and targeted capital expenditures and other costs, commitments and revenues; and

liquidity.

Actual results could differ materially from those projected in such forward-looking statements as a
result of various factors that may be beyond PEMEX’s control. These factors include, but are not limited

to:

changes in international crude oil and natural gas prices;

effects on PEMEX from competition;

limitations on PEMEX’s access to sources of financing on competitive terms;
significant economic or political developments in Mexico;

developments affecting the energy sector; and

changes in PEMEX’s regulatory environment.

Accordingly, you should not place undue reliance on these forward-looking statements. In any event,
these statements speak only as of their dates, and PEMEX undertakes no obligation to update or revise
any of them, whether as a result of new information, future events or otherwise.



Issuer:

Guarantor:

Subsidiary Guarantors:

Security:

Guaranties:

Subsidiary Guaranties:

Form of Notes; Denominations:

SUMMARY OF THE OFFERING

Pemex Project Funding Master Trust (the “Issuer”), a statutory
trust organized under the laws of Delaware.

Petréleos Mexicanos (the “Guarantor”), a decentralized public
entity of the Mexican Government.

Pemex-Exploracion 'y Produccion (Pemex-Exploration and
Production), Pemex-Refinacion (Pemex-Refining), and Pemex-
Gas y Petroquimica Basica (Pemex-Gas and Basic
Petrochemicals), each a decentralized public entity of the
Mexican Government (collectively, the “Subsidiary Guarantors”
and each, a “Subsidiary Guarantor”).

Medium-Term Notes, Series A, Due 1 Year or More from Date of
Issue (the “Notes”).

The unconditional guarantee by the Guarantor of the Issuer’s
obligation to pay principal of and premium (if any) and interest on
the Notes (the “Guaranties”).

The unconditional obligations of the Subsidiary Guarantors to be
jointly and severally liable for the Guarantor’s obligations with
respect to payment of principal of and premium (if any) and
interest on the Notes (the “Subsidiary Guaranties”).

Notes may be issued in registered form without interest coupons
(“Registered Notes”) or in bearer form with or without interest
coupons (“Bearer Notes”). Unless otherwise specified in the
applicable Final Terms, Registered Notes of the same tranche
and of like tenor sold in offshore transactions in reliance on
Regulation S will be represented by one or more Registered
Notes in global form (each, a “Regulation S Global Note”) which
will be deposited with, or on behalf of, The Depository Trust
Company (“DTC”) or with a common depositary, in each case for
the account of Euroclear Bank S.A./N.V., as operator of the
Euroclear Clearance System plc (“Euroclear”) and Clearstream
Banking, société anonyme (“Clearstream, Luxembourg”). Unless
otherwise specified in the applicable Final Terms, Registered
Notes initially sold within the United States and eligible for resale
in reliance on Rule 144A will be represented by one or more
Registered Notes in global form (each, a “Restricted Global Note”
and, together with any Regulation S Global Notes, the “Global
Notes”), which will be deposited with, or on behalf of, DTC.
Bearer Notes may only be sold in offshore transactions in
reliance on Regulation S. Unless otherwise specified in the
applicable Final Terms, Bearer Notes will initially be represented
by a temporary Bearer Note in global form, without interest
coupons, which will be deposited with a common depositary for
Euroclear and Clearstream, Luxembourg. Such temporary
Bearer Note in global form will be exchangeable for a permanent
Bearer Note in global form or definitive Bearer Notes, as specified
in the applicable Final Terms, on or after the 40" day after the
completion of the distribution of Notes constituting an identifiable
tranche (the “Exchange Date”) and after the requisite
certifications as to non-U.S. beneficial ownership have been
provided as described herein. See “Description of Notes—Form
and Denomination.” Except as described herein or as specified
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Amount of Notes
Outstanding at any Time:

Currency of Denomination and
Payment:

Maturities:

Interest Rate:

Interest Payments:

Interest Rate Computation:

Redemption:

in the applicable Final Terms, Notes in definitive certificated form
will not be issued in exchange for a Global Note or Bearer Notes
in global form or interests therein. Registered Notes may not be
exchanged for Bearer Notes and, unless otherwise specified in
the applicable Final Terms, Bearer Notes may not be exchanged
for Registered Notes. Unless otherwise specified in the
applicable Final Terms, Registered Notes will be issued in
denominations of U.S. $10,000 and integral multiples thereof and
Bearer Notes will be issued in denominations of U.S. $10,000
and U.S. $100,000 (or, in each case, the approximate equivalent
thereof in a specified currency or currency unit).

Not to exceed U.S. $40,000,000,000 (or its equivalent in other
currencies or currency units) in aggregate initial offering price,
subject to increase by the Issuer.

United States dollars or one or more foreign currencies or
currency units (each, a “Specified Currency”).

Maturities from 1 or more years from date of issue, as indicated in
each Note and the applicable Final Terms.

Notes may bear interest at a fixed rate (“Fixed Rate Notes”) or at
a floating rate (“Floating Rate Notes”) determined by reference to
one or more base rates, which may be adjusted by a Spread
and/or a Spread Multiplier (in each case, as defined herein), in
each case as indicated in the Note and the applicable Final
Terms.

Interest on the Notes will be payable on the dates specified
therein and in the applicable Final Terms.

Unless otherwise specified in the applicable Final Terms, interest
on Fixed Rate Notes will be calculated on the basis of a 360-day
year of twelve 30-day months (except as specified herein with
respect to Fixed Rate Notes denominated in currencies other
than U.S. dollars), and interest on Floating Rate Notes will be
calculated on the basis of a daily interest factor computed by
dividing the interest rate applicable to such day by 360 (or, in the
case of Treasury Rate Notes (as defined herein), by the actual
number of days in the year).

Except as described in “Tax Redemption” below, no Note will be
subject to redemption prior to its maturity at the option of the
Issuer unless so indicated in such Note and the applicable Final
Terms.
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Tax Redemption:

Early Repayment:
Assumption of Issuer’s

Obligations by the Guarantor:

Indexed Notes:

Offering Price:
Trustee:
Status of the Notes:

Status of the Guaranties:

Collective Action Clauses:

If, as a result of certain changes in Mexican law, the Issuer, the
Guarantor or any Subsidiary Guarantor becomes obligated to pay
Additional Amounts (as defined herein) in excess of the
Additional Amounts that any of them would be obligated to pay if
payments on any Notes or Guaranties were subject to
withholding tax in Mexico at a rate of 10%, then, at the Issuer’s
option, such Notes may be redeemed at any time in whole, but
not in part, at a price equal to 100% of the outstanding principal
amount thereof, except as specified in the applicable Final
Terms, plus accrued interest and any Additional Amounts due
thereon to the date of such redemption. See “Description of
Notes—Redemption—Tax Redemption.”

No Note will be subject to repayment at the option of the holder
prior to its maturity unless so indicated in such Note and the
applicable Final Terms.

The Guarantor may assume payment of the principal of, any
premium and any interest on the Notes and the performance of
the Issuer under every covenant of the Indenture and the Notes
without the consent of the holders of the Notes.

The principal amount payable at or prior to maturity, the amount
of interest payable and any premium payable with respect to
each Note may be determined by the difference in the price of
crude oil on certain dates, or by some other index or indices, if
and as indicated in such Note and the applicable Final Terms.

At par, unless otherwise indicated in the applicable Final Terms.
Deutsche Bank Trust Company Americas

The Notes will constitute direct, unsecured and unsubordinated
Public External Indebtedness (as defined under “Description of
Notes—Negative Pledge”) of the Issuer and will at all times rank
equally with each other and with all other present and future
unsecured and unsubordinated Public External Indebtedness of
the Issuer. See “Description of Notes—Ranking of Notes.”

The Guaranties and the Subsidiary Guaranties will constitute
direct, unsecured and unsubordinated Public External
Indebtedness of the Guarantor and each of the Subsidiary
Guarantors, respectively, and will rank equally with each other
and with all other present and future unsecured and
unsubordinated Public External Indebtedness of the Guarantor
and each of the Subsidiary Guarantors. The Guarantor currently
has outstanding certain financial leases which will, with respect to
the assets securing such financial leases, rank prior to the
Guaranties.

The Notes will contain provisions regarding acceleration and
future modifications to their terms that differ from those applicable
to certain of the Issuer’s and the Guarantor’s other outstanding
Public External Indebtedness issued prior to the date hereof.
Under these provisions, in certain circumstances, the Issuer and
the Guarantor may amend the payment and certain other
provisions of an issue of Notes with the consent of the holders of
75% of the aggregate principal amount of such Notes.
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Governing Law:

Agents:

Final Terms:

State of New York.

Citigroup Global Markets Inc.

Citigroup Global Markets Limited

Credit Suisse Securities (USA) LLC
Credit Suisse Securities (Europe) Limited
Goldman, Sachs & Co.

Goldman Sachs International

J.P. Morgan Securities Inc.

J.P. Morgan Securities Limited

Lehman Brothers Inc.

Lehman Brothers International (Europe)

The Issuer will prepare the Final Terms for each issuance of
Notes setting forth, among other things, certain information about
the terms of such Notes and the offering and sale thereof. Such
information may differ from that set forth herein and in all cases
will supplement and, to the extent inconsistent herewith,
supersede the information herein.
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RISK FACTORS

You should carefully consider the following factors as well as the other information in this Offering
Circular.

Risk Factors Related to the Operations of PEMEX

Crude oil and natural gas prices are volatile, and low crude oil and natural gas prices negatively
affect PEMEX’s income.

International crude oil and natural gas prices are subject to global supply and demand and fluctuate
due to many factors beyond PEMEX’s control. These factors include competition within the oil and
natural gas industry and with other industries in supplying clients with competing commodities,
international economic trends, exchange rate fluctuations, expectations of inflation, domestic and foreign
government regulations, political and other events in major crude oil and natural gas producing and
consuming nations and actions taken by Organization of the Petroleum Exporting Countries (OPEC)
members and other crude oil exporting countries.

When international crude oil and natural gas prices are low, PEMEX earns less export sales revenue,
and, therefore, earns less income because its costs remain roughly constant. Conversely, when crude oil
and natural gas prices are high, PEMEX earns more export sales revenue and its income increases. As
a result, future fluctuations in international crude oil and natural gas prices will directly affect PEMEX'’s
results of operations and financial condition.

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

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, accidents, etc.), equipment risks (relating to the adequacy and condition of PEMEX’s facilities
and equipment) 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, hurricanes in the Gulf of Mexico and other natural or geological
disasters and accidents, fires and mechanical failures. The occurrence of any of these events could
result in personal injuries, loss of life, equipment damage, and environmental damage and the resulting
clean-up and repair expenses.

Although PEMEX has purchased insurance policies covering some of these risks, these policies may
not cover all liabilities, and insurance may not be available for all risks. See “ltem 4—Information on the
Company—Business Overview—PEMEX Corporate Matters—Insurance” in the Form 20-F.

PEMEX has a substantial amount of debt that could adversely affect its financial health and
results of operations.

PEMEX has a substantial amount of debt. At December 31, 2006, the total indebtedness of PEMEX,
excluding accrued interest but including notes payable to contractors, was approximately U.S. $52.2
billion, which is a 4.8% increase over its total indebtedness, excluding accrued interest but including
notes payable to contractors, of U.S. $49.8 billion at December 31, 2005. PEMEX'’s level of debt may not
decrease in the near or medium term and may have an adverse effect on its financial condition and
results of operations.

To service its debt, PEMEX has relied and may continue to rely on a combination of cash flows
provided by operations, drawdowns under its available credit facilities and the incurrence of additional
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indebtedness. Certain rating agencies have expressed concern regarding both the total amount of debt
and the increase in the indebtedness of PEMEX over the last several years and its substantial unfunded
reserve for retirement pensions and seniority premiums. Due to its heavy tax burden, PEMEX has
resorted to financings to fund its capital investment projects. Any lowering of the credit ratings of PEMEX
may have adverse consequences on its ability to access the financial markets and/or its cost of financing.
Although since December 2006 PEMEX has financed its investment in PIDIREGAS capital expenditures
with its own resources through inter-company private placements (see “ltem 5—Operating and Financial
Review and Prospects—Liquidity and Capital Resources—Commitments for Capital Expenditures and
Sources of Funding” in the Form 20-F), it has relied and will continue to rely primarily on debt to finance
its investment in capital expenditures. If PEMEX is unable to obtain financing on terms that are favorable,
this may hamper its ability to obtain further financing, and, as a result, PEMEX may not be able to make
the capital expenditures needed to maintain its current production levels and increase Mexico’s
hydrocarbon reserves, which may adversely affect its financial health and results of operation. See “—
PEMEX must make significant capital expenditures to maintain its current production levels and increase
Mexico’s hydrocarbon reserves. Mexican Government budget cuts, reductions in PEMEX’s income and
inability to obtain financing may limit PEMEX’s ability to make capital investments” below and “ltem 5—
Operating and Financial Review and Prospects—Liquidity and Capital Resources—Financing Activities—
2006 Financing Activities” in the Form 20-F.

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 PEMEX’s operations. Numerous Mexican Government agencies and departments
issue rules and regulations which are often difficult and costly to comply with and which carry substantial
penalties for non-compliance. This regulatory burden increases PEMEX’s costs because it requires
PEMEX to make significant capital expenditures and limits PEMEX'’s ability to extract hydrocarbons,
resulting in lower revenues. For an estimate of PEMEX’s accrued environmental liabilities, see “Item 4—
Information on the Company—Environmental Regulation—Environmental Liabilities” in the Form 20-F.

PEMEX publishes less U.S. GAAP financial information than U.S. companies are required to file
with the U.S. Securities and Exchange Commission.

PEMEX prepares its financial statements according to Mexican FRS. Mexican FRS differs in certain
significant respects from U.S. GAAP. See “ltem 3—Key Information—Selected Financial Data” in the
Form 20-F and Note 20 to the Financial Statements. As a foreign issuer, PEMEX is not required to
prepare quarterly U.S. GAAP financial information, and it therefore generally prepares a reconciliation of
its net income and equity under Mexican FRS to U.S. GAAP as well as explanatory notes and additional
disclosure requirements under U.S. GAAP on a yearly basis only. As a result, there may be less or
different publicly available information about PEMEX than there is about U.S. issuers.

Risk Factors Related to the Relationship between PEMEX and the Mexican Government

The Mexican Government controls PEMEX; it could limit PEMEX’s ability to satisfy its external
debt obligations, and the Mexican Government could privatize PEMEX.

Petréleos Mexicanos is a decentralized public entity of the Mexican Government, and therefore the
Mexican Government controls PEMEX, as well as its annual budget, which is approved by the Mexican
Congress. However, the financing obligations of PEMEX do not constitute obligations of and are not
guaranteed by the Mexican Government. The Mexican Government has the power to intervene directly
or indirectly in PEMEX’s commercial and operational affairs. Intervention by the Mexican Government
could adversely affect PEMEX’s ability to make payments under any securities issued or guaranteed by
PEMEX, including the Notes.

The Mexican Government’s agreements with international creditors may affect PEMEX’s external
debt obligations, including the Guaranties and the Subsidiary Guaranties. In certain past debt
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restructurings of the Mexican Government, Petréleos Mexicanos’ external indebtedness was treated on
the same terms as the debt of the Mexican Government and other public sector entities. 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 to multilateral agencies.

The Mexican Government would have the power, if federal law and the Constitucion Politica de los
Estados Unidos Mexicanos (the Political Constitution of the United Mexican States) were amended, to
privatize or transfer all or a portion of Petroleos Mexicanos and the Subsidiary Entities or their assets. A
privatization could adversely affect production, cause a disruption in PEMEX’s workforce and its

operations, and cause PEMEX to default on certain obligations, including the Notes. See also “—
Considerations Related to Mexico” below.

Petréleos Mexicanos and the Subsidiary Entities pay special taxes, duties and dividends to the
Mexican Government.

The Mexican Government taxes Petroleos Mexicanos and the Subsidiary Entities heavily. In 2006,
approximately 55% of the sales revenues of Petréleos Mexicanos and the Subsidiary Entities were used
to pay taxes to the Mexican Government. The Mexican Congress determines the rates of taxes and
duties applicable to Petrdleos Mexicanos and the Subsidiary Entities from year to year depending on a
variety of factors. For further information, see “ltem 4—Information on the Company—Taxes and Duties”
and “ltem 5—Operating and Financial Review and Prospects—General—IEPS Tax, Excess Gains Duty,
Hydrocarbon Duties and Other Taxes” in the Form 20-F.

The Mexican Government has entered into agreements with other nations to limit production.

Although Mexico is not a member of OPEC, in the past it has entered into agreements with OPEC
and non-OPEC countries to reduce global crude oil supply. PEMEX does not control the Mexican
Government’s international affairs and the Mexican Government could agree with OPEC or other
countries to reduce PEMEX’s crude oil production or exports in the future. A reduction in PEMEX’s oll
production or exports could reduce its revenues. For more information, see “ltem 5—Operating and
Financial Review and Prospects—Export Agreements” in the Form 20-F.

The Mexican Government has imposed price controls in the domestic market on PEMEX’s
products.

Since 2003, the Mexican Government has imposed price controls on the sales of natural gas and
liquefied petroleum gas (“LPG”). In September 2005 and January 2007, the Mexican Government set a
ceiling price for sales of natural gas and LPG, respectively, sold by PEMEX in the domestic market and,
as a result, PEMEX was not 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 in the domestic market on
natural gas LPG or other petroleum products in the future. The imposition of such price controls would
reduce the revenues of PEMEX. For more information, see “ltem 4—Information on the Company—
Business Overview—Gas and Basic Petrochemicals—Pricing Decrees” in the Form 20-F.

The Mexican nation, not PEMEX, owns the hydrocarbon reserves in Mexico.

The Political Constitution of the United Mexican States provides that the Mexican nation, not PEMEX,
owns the petroleum and all hydrocarbon reserves located in Mexico. Although Mexican law gives
Pemex-Exploration and Production the exclusive right to exploit Mexico’s hydrocarbon reserves, it does
not preclude the Mexican Congress from changing current law and assigning some or all of these rights
to another company. Such an event would adversely affect PEMEX’s ability to generate income.
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Information on Mexico’s hydrocarbon reserves is based on estimates, which are uncertain and
subject to revisions.

The information on oil, gas and other reserves set forth in the Form 20-F is based on estimates.
Reserves valuation is a subjective process of estimating underground accumulations of crude oil and
natural gas that cannot be measured in an exact manner; the accuracy of any reserve estimate depends
on the quality and reliability of available data, engineering and geological interpretation and subjective
judgment. Additionally, estimates may be revised based on subsequent results of drilling, testing and
production. Therefore, proved reserve estimates may differ materially from the ultimately recoverable
quantities of crude oil and natural gas. Pemex-Exploration and Production revises its estimates of
Mexico’s hydrocarbon reserves annually, which may result in material revisions to PEMEX’s estimates of
Mexico’s hydrocarbon reserves.

PEMEX must make significant capital expenditures to maintain its current production levels and
increase Mexico’s hydrocarbon reserves. Mexican Government budget cuts, reductions in
PEMEX’s income and inability to obtain financing may limit PEMEX’s ability to make capital
investments.

PEMEX invests funds to increase the amount of extractable hydrocarbon reserves in Mexico.
PEMEX also continually invests capital to enhance its hydrocarbon recovery ratio and improve the
reliability and productivity of its infrastructure. PEMEX’s ability to make these capital expenditures is
limited by the substantial taxes that it pays and cyclical decreases in its revenues primarily related to
lower oil prices. In addition, budget cuts imposed by the Mexican Government and the availability of
financing may also limit PEMEX’s ability to make capital investments. For more information, see “ltem
4—Information on the Company—History and Development—Capital Expenditures and Investments” in
the Form 20-F.

PEMEX may claim some immunities under the Foreign Sovereign Immunities Act and Mexican
law, and your ability to sue or recover may be limited.

Petréleos Mexicanos and the Subsidiary Entities are decentralized public entities of the Mexican
Government. Accordingly, you may not be able to obtain a judgment in a U.S. court against them unless
the U.S. court determines that they are not entitled to sovereign immunity with respect to that action.
However, the Guarantor and the Subsidiary Guarantors have irrevocably submitted to the jurisdiction of
the federal courts (or, if jurisdiction in federal courts is not available, to the jurisdiction of state courts)
located in the Borough of Manhattan in The City of New York and, to the extent permitted by law, waived
immunity from the jurisdiction of these courts in connection with any action based upon the Notes, the
Guaranties or the Subsidiary Guaranties brought by any holder of Notes.

You should know, however, that the Guarantor and the Subsidiary Guarantors have reserved the right
to plead immunity under the Foreign Sovereign Immunities Act of 1976 (the “Immunities Act”) in actions
brought against them under the U.S. federal securities laws or any state securities laws. Unless the
Guarantor and the Subsidiary Guarantors waive their immunity against such actions, you could obtain a
U.S. court judgment against one of them only if a U.S. court were to determine that they are not entitled to
sovereign immunity under the Immunities Act with respect to that action.

In addition, Mexican law does not allow attachment prior to judgment or attachment in aid of
execution upon a judgment by Mexican courts upon the assets of the Guarantor or any of the Subsidiary
Guarantors. As a result, your ability to enforce judgments against the Guarantor and the Subsidiary
Guarantors in the courts of Mexico may be limited. PEMEX also does not know whether Mexican courts
would enforce judgments of U.S. courts based on the civil liability provisions of the U.S. federal securities
laws. Therefore, even if you were able to obtain a U.S. judgment against the Guarantor or one or more of
the Subsidiary Guarantors, you might not be able to obtain a judgment in Mexico that is based on that
U.S. judgment. Moreover, you may not be able to enforce a judgment against the property of the
Guarantor or a Subsidiary Guarantor in the United States except under the limited circumstances
specified in the Foreign Sovereign Immunities Act. Finally, if you were to bring an action in Mexico

16



seeking to enforce the obligations of the Guarantor and the Subsidiary Guarantors under the Guaranties
or Subsidiary Guaranties, satisfaction of those obligations may be made in pesos, pursuant to the laws of
Mexico.

PEMEX’s directors and officers reside outside the United States. Substantially all of PEMEX’s assets
and those of its directors and officers are located outside the United States. As a result, you may not be
able to effect service of process on PEMEX’s directors or officers within the United States.

Considerations Related to Mexico

Economic conditions and government policies in Mexico may have a material impact on PEMEX’s
operations.

A deterioration in Mexico’'s economic condition, social instability, political unrest or other adverse
social developments in Mexico could adversely affect PEMEX’s business and financial condition. Those
events could also lead to increased volatility in the foreign exchange and financial markets, thereby
affecting PEMEX’s ability to obtain and service foreign debt. In addition, the Mexican Government may
cut spending in the future. These cuts could adversely affect PEMEX'’s business, financial condition and
prospects. In the past, Mexico has experienced several periods of slow or negative economic growth,
high inflation, high interest rates, currency devaluation and other economic problems. These problems
may reemerge in the future, and could adversely affect PEMEX’s business and its ability to service its
debt, including the Notes.

Changes in exchange rates or in Mexico’s exchange control laws may hamper the ability of
PEMEX to service its foreign currency debt.

While the Mexican Government does not currently restrict the ability of Mexican companies or
individuals to convert pesos into dollars or other currencies, in the future, the Mexican Government could
impose a restrictive exchange control policy, as it has done in the past. PEMEX cannot assure you that
the Mexican Government will maintain its current policies with regard to the peso or that the peso’s value
will not fluctuate significantly in the future. The peso has been subject to significant devaluations against
the U.S. dollar in the past and may be subject to significant fluctuations in the future. Mexican
Government policies affecting the value of the peso could prevent PEMEX from paying its foreign
currency obligations.

Most of PEMEX’s debt is denominated in U.S. dollars, as is all of the debt of Pemex Finance, Ltd., a
Cayman Islands company with limited liability established to issue securities backed by crude olil
receivables sold through PEMEX’s subsidiary P.M.l. Comercio Internacional, S.A. de C.V. (“PMI” and
together with P.M.I. Trading, Ltd. and their affiliates, the “PMI Group”) to provide financing for investments
in certain of PEMEX’s largest capital expenditures for PIDIREGAS. In the future, PEMEX may incur
additional indebtedness denominated in U.S. dollars or other currencies. Declines in the value of the
peso relative to the U.S. dollar or other currencies may increase PEMEX’s interest costs in pesos and
result in foreign exchange losses.

For information on historical peso/U.S. dollar exchange rates, see “ltem 3—Key Information—
Exchange Rates” in the Form 20-F.

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

Political events in Mexico may significantly affect Mexican economic policy and, consequently,
PEMEX’s operations. Presidential and federal congressional elections in Mexico were held on July 2,
2006. On December 1, 2006, Felipe de Jesus Calderon Hinojosa, a member of the National Action Party,
formally assumed office as the new President of Mexico. As a result of these elections, no political party
holds a simple majority in either house of the Mexican Congress. It is not certain how the policies of the
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new administration and a possible lack of alignment between the President of Mexico and the Mexican
Congress may affect PEMEX.

Other Risk Factors

If PEMEX is not able to adequately implement the requirements of Section 404 of the
Sarbanes-Oxley Act of 2002 and is the subject of sanctions or investigation, PEMEX’s results of
operations and its ability to provide timely and reliable financial information may be adversely
affected.

Changing laws, regulations and standards relating to corporate governance and public disclosure,
including the Sarbanes-Oxley Act of 2002 and related regulations implemented by the SEC and the
Public Company Accounting Oversight Board, or PCAOB, are creating uncertainty for public companies
and foreign issuers, increasing legal and financial compliance costs and making some activities more
time consuming. PEMEX will be evaluating its internal controls over financial reporting to allow
management to report on, and its registered independent public accounting firm to attest to, its internal
controls over financial reporting. PEMEX will be performing the system and process evaluation and
testing (and any necessary remediation) required to comply with the management certification and auditor
attestation requirements of Section 404 of the Sarbanes-Oxley Act of 2002, which for the management’s
report, PEMEX is required to comply within its annual report which PEMEX will file in 2008 for its 2007
fiscal year, and, for the auditor's attestation report, PEMEX is required to include in the annual report
which will be filed in 2009 for the 2008 fiscal year. As a result, PEMEX will incur substantial additional
expenses and diversion of management’s time. While PEMEX expects to be able to fully implement the
requirements relating to internal controls and all other aspects of Section 404 by its deadline, PEMEX
cannot be certain as to the timing of completion of its evaluation, testing and any remediation actions or
the impact of the same on its operations since there is presently no precedent available by which to
measure compliance adequacy. If PEMEX is not able to implement the requirements of Section 404 in a
timely manner or with adequate compliance, PEMEX might be subject to sanctions or investigation by
regulatory authorities such as the SEC or the PCAOB. Any such action could adversely affect PEMEX’s
financial results. In addition, if PEMEX fails to develop and maintain effective internal controls and
procedures, PEMEX may be unable to provide the financial information in a timely and reliable manner.

Considerations Related to the Notes
The Notes are subject to restrictions on resales and transfers.

The Notes have not been registered under the Securities Act or any state securities laws and may not
be offered or sold within the United States or to, or for the account or benefit of, U.S. persons except
pursuant to an exemption from, or in a transaction not subject to, the registration requirements of the
Securities Act and applicable state securities laws. Accordingly, the Notes may be offered and sold only
(a) to “Qualified Institutional Buyers” (as defined in Rule 144A under the Securities Act) in compliance
with Rule 144A; (b) pursuant to offers and sales that occur outside the United States in compliance with
Regulation S under the Securities Act; (c) pursuant to an exemption from registration provided by Rule
144 under the Securities Act (if available); or (d) pursuant to an effective registration statement under the
Securities Act, in each case in accordance with any applicable securities laws of any state of the United
States or any other jurisdiction. For certain restrictions on resale and transfer, see “Offering and Sale”
and “Notice to Investors.”

There is no prior market for the Notes; if one develops, it may not be liquid. In addition, a listing
of the Notes on a securities exchange cannot be guaranteed.

There currently is no market for the Notes. PEMEX cannot promise that such a market will develop
or if it does develop, that it will continue to exist. If a market for the Notes were to develop, prevailing
interest rates and general market conditions could affect the price of the Notes. This could cause the
Notes to trade at prices that may be lower than their principal amount or their initial offering price.
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In addition, although application has been made to admit the Notes to listing on the Official List of the
Luxembourg Stock Exchange and to trading on the Euro MTF, the Notes issued under this program may
not be so listed and traded. Moreover, even if a tranche of Notes is so listed and traded at the time of
issuance, the Issuer may decide to delist the Notes and/or seek an alternative listing for such Notes on
another stock exchange, although there can be no assurance that such alternative listing will be obtained.

The Notes will contain provisions that permit the Issuer to amend the payment terms of a series of
Notes without the consent of all holders.

The Notes will contain provisions regarding acceleration and voting on amendments, modifications
and waivers, which are commonly referred to as "collective action clauses." Under these provisions,
certain key terms of a series of the Notes may be amended, including the maturity date, interest rate and
other payment terms, without the consent of the holders. See “Description of Notes—Modification and
Waiver.”

The Notes provide a number of exceptions to the obligations to gross-up for Mexican withholding
taxes and do not include a gross-up provision for United States withholding taxes.

Payments under the Notes are subject to withholding or deduction for Mexican taxes. The Notes
currently provide that the Issuer or, as the case may be, the Guarantor or the relevant Subsidiary
Guarantor, will be required to pay such Additional Amounts as may be necessary in order to compensate
holders of the Notes for any such withholding or deduction, subject to certain conditions. These
conditions include, among others, the satisfaction by the holders of certain certification or similar
requirements necessary to demonstrate that they are eligible for a reduced rate of Mexican withholding
tax. If you are not able or willing to comply with one or more of these requirements or if you otherwise fit
into one of the Notes' exceptions to the obligation of the Issuer, the Guarantor or the relevant Subsidiary
Guarantor to pay such Additional Amounts, you may receive an amount which is less than the amount
stated to be due and payable on the Notes.

The Notes are the obligations of the Issuer, a Delaware statutory trust that acts as a financing vehicle
for the Guarantor. The Issuer and the Guarantor believe that payments on the Notes are not currently
subject to any such U.S. withholding tax or similar deduction. If such a tax were to be imposed, the Notes
do not require the Issuer to compensate holders of the Notes for any such withholding or deduction.
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USE OF PROCEEDS

Unless otherwise indicated in the applicable Final Terms, the net proceeds from the issuance of the
Notes offered hereby will be used by the Issuer to finance PEMEX’s investment program. For more
information on PEMEX's investment program, see “ltem 4—Information on the Company—Capital
Expenditures and Investments” in the Form 20-F.
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SELECTED FINANCIAL DATA

The selected financial data set forth below should be read in conjunction with, and are qualified in
their entirety by reference to the Financial Statements. The selected financial data set forth below as of
and for the five years ended December 31, 2006 have been derived from the Financial Statements, which
were audited by PricewaterhouseCoopers, S.C., an independent registered public accounting firm. The
selected financial data set forth below as of and for the six months ended June 30, 2006 and 2007 have
been derived from PEMEX’'s condensed consolidated interim financial statements, which were not
audited.

The Financial Statements for the years ended December 31, 2002, 2003, 2004 and 2005 were
prepared in accordance with Mexican Generally Accepted Accounting Principles (“Mexican GAAP”). The
Financial Statements for the year ended December 31, 2006 and the condensed consolidated interim
financial data were prepared in accordance with Mexican FRS, which replaced Mexican GAAP, although
this change had no accounting implications for PEMEX in 2006 or for the first six months of 2007. In this
document, unless otherwise stated, the term Mexican FRS means (1) Mexican GAAP for periods ending
prior to January 1, 2006 and (2) NIFs for periods ending on or after January 1, 2006. See “ltem 5—
Operating and Financial Review and Prospects—Recently Issued Accounting Standards” in the Form 20-
F. Beginning January 1, 2003, PEMEX recognized the effects of inflation in accordance with
Governmental Standard GS-06 BIS “A” Section C, which requires the adoption of Bulletin B-10,
“Recognition of the Effects of Inflation on Financial Information,” under Mexican FRS (“Bulletin B-10”). As
a result of the provisions of Bulletin B-10, PEMEX’s Financial Statements have been restated for the
years ended December 31, 2002, 2003, 2004 and 2005, in order to present its results for each of these
years on the same basis and purchasing power as its results for the year ended December 31, 2006 with
respect to the recognition of the effects of inflation. Consequently, the amounts shown in the Financial
Statements are expressed in thousands of constant Mexican pesos as of December 31, 2006. The
December 31, 2006 restatement factors applied to the financial statements at December 31, 2002, 2003,
2004 and 2005 were 1.1760, 1.1310, 1.0752 and 1.0405, respectively, which correspond to inflation from
January 1, 2002, 2003, 2004 and 2005 through December 31, 2006, respectively, based on the national
consumer price index, or “NCPI.” See Note 2b. to the Financial Statements in the Form 20-F for a
summary of the effects of adoption of Bulletin B-10 and Notes 2h., 2m., 2n., 20. and 2x. to the Financial
Statements in the Form 20-F for a discussion of the inflation accounting rules applied as a result of the
adoption of Bulletin B-10. As discussed above, the consolidated interim financial data set forth below is
stated in constant pesos with purchasing power as of June 30, 2007, and not as of December 31, 2006
as is the case with the information presented for the five years ended December 31, 2006. Accordingly,
the consolidated interim financial information presented below for the six months ended June 30, 2006
and 2007 is not directly comparable to the information presented for the five years ended December 31,
2006 or the Financial Statements because they are stated in constant pesos as of different dates. In
addition, no reconciliation of the consolidated interim financial information to U.S. GAAP has been
prepared.

Mexican FRS differs in certain significant respects from U.S. GAAP. The principal differences
between PEMEX’s net income and equity under U.S. and Mexican FRS are described in Note 20 to the
Financial Statements and “ltem 5—Operating and Financial Review and Prospects—U.S. GAAP
Reconciliation” in the Form 20-F.
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Selected Financial Data of PEMEX

Year Ended December 31,"®

2002 2003 2004 2005 2006 2006“
(in millions of constant pesos as of (in millions
December 31, 2006)® of U.S.
dollars)
Income Statement Data
Amounts in accordance with
Mexican FRS:
Netsales® .........cocovvrernrnnnn. Ps.582,306 Ps.707,374 Ps.831,769 Ps.966,284 Ps.1,062,495 $ 97,647
Total revenues® .........c..c......... 582,205 710,724 843,763 978,601 1,132,236 104,056
Total revenues net of the
IEPS TaX...oooooeeeeeeeeeeeeeeen 443,726 604,321 784,943 957,567 1,132,236 104,056
Operating income ..........c.......... 334,466 415,726 489,437 518,970 581,348 53,428
Comprehensive financing cost.. 7,057 34,770 7,578 4,661 22,983 2,112
Net income (loss) for the
PEriod ......ccovevuieieeieiee e (27,795) (45,970)  (27,413) (79,374) 45,252 4,159
Balance Sheet Data (end of
period)
Amounts in accordance
with Mexican FRS:
Cash and cash equivalents....... 51,598 82,945 91,256 125,724 188,684 17,341
Total assets ........cccoveeeveeeeeennnen, 868,309 956,248 1,018,792 1,084,818 1,204,734 110,719
Long-term debt 224,672 343,394 436,358 521,924 505,474 46,455
Total long-term liabilities ........... 616,968 749,523 831,893 941,634 994,854 91,430
Equity (deficit) .......cccooveeiiininn. 117,521 51,870 35,851 (27,959) 39,954 3,672
Amounts in accordance
with U.S. GAAP:
Total revenues net of IEPS
1= SR 443,726 604,321 780,302 957,564 1,129,349 103,791
Operating income net of IEPS
1= SR 189,472 279,203 435,156 516,025 655,141 60,210
Comprehensive financing
(cost) income .......ccccoevvirennenne. (9,557) (30,325) 2,239 (11,341) (17,494) (1,608)
Net income (loss) for the
PEriod .....c.ccveeeeeieieiee e (36,946) (74,997)  (13,990) (76,900) 54,667 5,024
Total assets .........ccoeeeveeereeennnns 860,435 922,318 981,673 1,040,628 1,179,919 108,438
Equity (deficit) ........ccooveeviinienn, 19,376 (50,240)  (52,530) (116,561) (22,054) (2,027)
Other Financial Data
Amounts in accordance with
Mexican FRS:
Depreciation and
Amortization............cccccceeeueennn. 38,245 45,856 45,051 54,931 63,293 5,817
Investments in fixed
assets at cost® ....................... 107,413 76,756 80,708 86,600 100,856 9,269

(1) Includes Petréleos Mexicanos, the Subsidiary Entities and the Subsidiary Companies (including the Issuer and, for U.S. GAAP
purposes, Pemex Finance, Ltd.). For Mexican FRS purposes, beginning with the year ended December 31, 2005, the financial position
and results of Pemex Finance, Ltd. is included. For Mexican FRS and U.S. GAAP purposes, beginning with the year ended December
31, 2003, the financial position and results of Fideicomiso F/163 and RepCon Lux, S.A. are included.

(2) Mexican FRS differs from U.S. GAAP. For the most significant differences between U.S. GAAP and Mexican FRS affecting the
Financial Statements, see Note 20 to the Financial Statements “ltem 5—Operating and Financial Review and Prospects—U.S. GAAP
Reconciliation” in the Form 20-F.

(3) The Financial Statements for each of the five years ended December 31, 2006 were prepared in accordance with Mexican FRS,
including the recognition of the effects of inflation in accordance with Bulletin B-10.

(4) Translations into U.S. dollars of amounts in pesos have been made at the established exchange rate for accounting purposes of
Ps. 10.8810 = U.S. $1.00 at December 31, 2006. Such translations should not be construed as a representation that the peso amounts
have been or could be converted into U.S. dollar amounts at the foregoing or any other rate.

(5) Includes the Special Tax on Production and Services, the “IEPS Tax” as part of the sales price of the products sold, except in 2006,
when the IEPS Tax was negative.

(6) Includes investments in fixed assets and capitalized interest. For 2003, it excludes certain expenditures charged to the oil field
exploration and depletion reserve. See Note 2e. to the Financial Statements included and “ltem 5—Operating and Financial Review
and Prospects—Liquidity and Capital Resources” in the Form 20-F.

Source: PEMEX'’s Financial Statements.

22



Selected Financial Data of PEMEX (continued)

Six Months Ended June 30,"®®

Income Statement Data
Amounts in accordance with

Mexican FRS:
(5)

Net sales™ ........cccoovvvvevveenninnnnn, Ps.

Total revenues® ........c.ccc..o......
Total revenues net of the
IEPS TaX....ooooiiiiiieiieeeee e
Operating income®
Comprehensive financing cost..
Net Income for the period .........
Balance Sheet Data (end of period)
Amounts in accordance
with Mexican FRS:

Cash and cash equivalents.......
Total assets.........ccocevcvveencnnnenne
Long-term debt™...........cocovee.n.
Total long-term liabilities ...........
EQUItY ..o
Other Financial Data
Depreciation and
Amortization ..........cccceeeeeiiiiinnns

(1) Unaudited.

2006 2007 2007
(in millions of constant pesos (in millions of
as of June 30, 2007) U.S. dollars)

543,192 Ps. 512,526 47,480
572,131 549,726 50,926
572,131 549,726 50,926
317,151 277,440 25,702
27,049 14,737 1,365
20,127 26,968 2,498
101,621 172,624 15,992
1,157,696 1,248,090 115,622
570,186 476,863 44,176
1,019,716 993,336 92,022
(10,610) 72,299 6,698
30,800 31,916 2,957

(2) Includes Petréleos Mexicanos, the Subsidiary Entities and the Subsidiary Companies (including the Issuer).

(3) The consolidated interim financial data were prepared in accordance with Mexican FRS, including the recognition of the effect of

inflation in accordance with Bulletin B-10.

(4) Convenience translations into U.S. dollars of amounts in pesos have been made at the established exchange rate of Ps. 10.7946
= U.S. $1.00 at June 30, 2007. Such translations should not be construed as a representation that the peso amounts have been or

could be converted into U.S. dollar amounts at the foregoing or any other rate.

(5) Includes the IEPS Tax, which is described in “Item 5— Operating and Financial Review and Prospects —IEPS Tax, Excess Gains Duty,

Hydrocarbon Duties and Other Taxes” in the Form 20-F, as part of the sales price of the products sold.
(6) Equal to net sales minus total costs and operating expenses.

(7) Includes maturities longer than twelve months of documented debt (Petréleos Mexicanos, the Issuer, the Mexican Trust F/163, Pemex

Finance, Ltd., and Repcon Lux, S.A.), notes payable to contractors.

Source: PEMEX'’s interim financial statements.
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THE ISSUER

The Issuer was organized as a statutory trust under Delaware law pursuant to the Trust Agreement.
The Bank of New York acts as Managing Trustee and The Bank of New York (Delaware) acts as
Delaware trustee of the Issuer. The Issuer’s purpose, as set forth in the Trust Agreement, is to administer
certain financial resources earmarked for PIDIREGAS, which are described below.

Petréleos Mexicanos is the sole beneficiary of the Issuer and controls the Issuer in all of its activities.
As set forth below, the Issuer is dependent on payments by the Guarantor and Subsidiary Guarantors in
respect of indebtedness incurred by the Issuer.

PIDIREGAS Projects

Under Mexico’s General Law of Public Debt, a PIDIREGAS must be a long-term productive
infrastructure project which is:

e related to an economic activity identified as a priority by the Mexican Government,
e expected to generate funds sufficient to repay the financing incurred for the project, and
e previously approved by the Mexican Government.

The Guarantor or a Subsidiary Guarantor negotiates and enters into turn-key and other contracts
including construction and acquisition contracts in connection with PIDIREGAS. PEMEX subsequently
delegates to the Issuer the payment obligations under the related project contracts and transfers any
funds obtained through related financing transactions. Accordingly, upon receipt by PEMEX of invoices
under the project contracts, the Guarantor instructs the Issuer to make payment to the appropriate
contractors.

Financings for PIDIREGAS are either entered into by the Guarantor and assigned to the Issuer or
arranged by the Guarantor and entered into directly by the Issuer, as is the case with the Notes. In either
case, funds obtained through these financings are transferred to The Bank of New York as Managing
Trustee, whose decisions are, in turn, dictated by Petroleos Mexicanos. All payments under financings
entered into by or assigned to the Issuer are unconditionally guaranteed by Petr6leos Mexicanos. The
Subsidiary Guarantors jointly and severally guarantee Petréleos Mexicanos’ payment obligations under
its guaranties of these financings.

The Issuer has been consolidated with PEMEX in the Financial Statements and in the unaudited
interim financial information set forth in Annex A to this Offering Circular.

Assignment and Indemnity Agreement

Under an Assignment and Indemnity Agreement dated November 10, 1998, as amended by
Amendment No. 1 on August 17, 2006, among Petroleos Mexicanos, The Bank of New York and the
Subsidiary Guarantors, Petroleos Mexicanos and the Subsidiary Guarantors have assumed certain
obligations of the Issuer with respect to the liabilities incurred or assumed by the Issuer in connection with
PIDIREGAS. These obligations include:

e the obligation of the Guarantor to guarantee the repayment of the debt obligations undertaken by
the Issuer to finance PIDIREGAS;

e the obligation of the Guarantor and the particular Subsidiary Guarantor that is sponsoring a
PIDIREGAS to make payments to the Issuer as may be necessary for the Issuer to fulfill its
payment obligations in respect of any financing that the Issuer has entered into in connection with
the PIDIREGAS; and
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e the joint and several obligations of the Guarantor and each of the Subsidiary Guarantors to
indemnify the Issuer with respect to any liability incurred by the Issuer in connection with
PIDIREGAS.

Liquidity and Capital Resources

Petréleos Mexicanos makes decisions to draw-down funds under PIDIREGAS-related financings on
the basis of the short-term obligations of the Issuer under PIDIREGAS contracts. The Issuer invests any
excess liquidity in short-term investments, including interest-bearing deposits at Banco de México and
other foreign banks.

At December 31, 2006, cash and cash equivalents of the Issuer totaled U.S. $2.01 billion, its total
assets were U.S. $42.07 billion, its long-term indebtedness totaled U.S. $37.54 billion, its short-term
indebtedness (including interest payable of U.S. $0.53 billion) totaled U.S. $3.39 billion and its other
liabilities totaled U.S. $1.14 billion (including accounts payable to contractors of U.S. $0.96 billion and
derivative instruments with a fair value of U.S. $0.03 billion), of which short-term liabilities totaled
U.S. $0.15 billion.

At June 30, 2007, cash and cash equivalents of the Issuer totaled U.S. $3.35 billion, its total assets
were U.S. $48.40 billion, its long-term indebtedness totaled U.S. $43.46 billion, its short-term
indebtedness (including interest payable of U.S. $0.54 billion) totaled U.S. $4.16 billion and its other
liabilities totaled U.S. $0.75 billion (including accounts payable to contractors of U.S. $0.62 billion and
derivative instruments with a fair value of U.S. $0.04 billion), of which short-term liabilities totaled U.S.
$0.09 billion.

The assets of the Issuer consist primarily of the funds it receives through various PIDIREGAS
financings incurred directly or indirectly by the Issuer, earnings from the short-term investment of its
excess liquidity and its rights to receive payment from the Guarantor and the Subsidiary Guarantors.

Future amortization of the Issuer’s outstanding indebtedness of U.S. $47.1 billion at June 30, 2007 is
scheduled as follows:

Issuer
Indebtedness Amortization Schedule
Maturities

Over
2007 2008 2009 2010 2011 5 years Total

(in millions of U.S. dollars)
U.S. $1,84242 US. $397843 U.S. $4,559.56 U.S. $4,61842 U.S. $4,295.15 U.S.$27,785.91 U.S. $47,079.89
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SUBSIDIARY GUARANTORS

The Subsidiary Guarantors—Pemex-Exploration and Production, Pemex-Refining and Pemex-Gas
and Basic Petrochemicals—are decentralized public entities of Mexico, which were created by the
Mexican Congress on July 17, 1992 out of operations that had previously been directly managed by
Petréleos Mexicanos. Each of the Subsidiary Guarantors is a legal entity empowered to own property
and carry on business in its own name. The executive offices of each of the Subsidiary Guarantors are
located at Avenida Marina Nacional No. 329, Colonia Huasteca, México, D.F. 11311, México.

The Ley Organica de Petréleos Mexicanos y Organismos Subsidiarios (the Organic Law of Petréleos
Mexicanos and Subsidiary Entities) allocates the operating functions of Petréleos Mexicanos among the
Subsidiary Entities, each of which is a 100% subsidiary of Petroleos Mexicanos. The principal objectives
of the Subsidiary Guarantors, as noted in Article 3 of the Organic Law of Petrdleos Mexicanos and
Subsidiary Entities, are as follows:

e Pemex-Exploration and Production explores for and exploits crude oil and natural gas and
transports, stores and markets these hydrocarbons;

e Pemex-Refining refines petroleum products and derivatives that may be used as basic industrial
raw materials and stores, transports, distributes and markets these products and derivatives; and

e Pemex-Gas and Basic Petrochemicals processes natural gas, natural gas liquid and artificial gas
derivatives and stores, transports, distributes and markets these hydrocarbons and derivatives
that may be used as basic industrial raw materials.

For further information about the legal framework governing the Subsidiary Guarantors, see “ltem
4—Information on the Company—Organizational Laws” in the Form 20-F. Copies of the Organic Law of
Petroleos Mexicanos and Subsidiary Entities will be available at the specified offices of Deutsche Bank
Trust Company Americas and the paying agent and transfer agent in Luxembourg.

The Subsidiary Guarantors have been consolidated with PEMEX in the Financial Statements and in
the interim financial information set forth in Annex A. See Note 21 to the Financial Statements for the
condensed balance sheets, statements of operations and statements of cash flow for the Subsidiary
Guarantors. None of the Subsidiary Guarantors publish their own financial statements.

The following is a brief description of each Subsidiary Guarantor.
Pemex-Exploration and Production

Pemex-Exploration and Production is entrusted with the exploration of crude oil and natural gas in
Mexican territory. Pemex-Exploration and Production explores for and produces crude oil and natural
gas, primarily in the northeastern and southeastern regions of Mexico and offshore in the Gulf of Mexico.
In nominal peso terms, PEMEX increased its capital investment in exploration and production activities by
15.2% in 2006, and PEMEX continued financing an array of programs to expand production capacity and
efficiency. As a result of its investments in previous years, PEMEX’s total hydrocarbon production
reached a level of approximately 4,434 thousand barrels of oil equivalent per day in 2006. Pemex-
Exploration and Production’s crude oil production decreased by 2.3% from 2005 to 2006, averaging 3,256
thousand barrels per day in 2006. Pemex-Exploration and Production’s natural gas production (excluding
natural gas liquids) decreased by 11.2% from 2005 to 2006, averaging 5,356 million cubic feet per day in
2006. Exploration drilling activity decreased by 6.8%, from 74 exploratory wells in 2005 to 69 exploratory
wells in 2006. Development drilling activity decreased by 12.1%, from 668 development wells in 2005 to
587 development wells in 2006. In 2006, PEMEX completed the drilling of 656 wells. PEMEX's drilling
activity in 2006 was focused on increasing the production of non-associated gas and light oil production in
the Burgos, Veracruz and Macuspana regions.

26



PEMEX’s offshore drilling efforts in 2006 led to significant discoveries of non-associated gas fields
and light and extra-light crude oil resources, particularly in the Southwestern Marine region. PEMEX’s
current challenge with respect to these discoveries is their development in the following years.

For further information regarding Pemex-Exploration and Production and its estimates of Mexico’s
reserves, see “ltem 4—Information on the Company—Exploration and Production” in the Form 20-F.

Pemex-Refining

Pemex-Refining converts crude oil into gasoline, jet fuel, diesel, fuel oil, asphalts and lubricants. It
also distributes and markets most of these products throughout Mexico, where it experiences a significant
demand for its refined products. Pemex-Refining’s atmospheric distillation refining capacity remained
constant at approximately 1,540 thousand barrels per day during 2006. In 2006, Pemex-Refining
produced 1,330 thousand barrels per day of refined products, as compared to 1,338 thousand barrels per
day of refined products in 2005.

For further information about Pemex-Refining, see “ltem 4—Information on the Company—Refining”
in the Form 20-F.

Pemex-Gas and Basic Petrochemicals

Pemex-Gas and Basic Petrochemicals processes wet natural gas in order to obtain dry natural gas,
LPG and other natural gas liquids. Furthermore, it transports, distributes and sells natural gas and LPG
throughout Mexico and produces and sells several basic petrochemical feedstocks, which are used by
Pemex-Refining or Pemex-Petrochemicals. In 2006, Pemex-Gas and Basic Petrochemicals’ total sour
natural gas processing capacity remained constant at approximately 4,503 million cubic feet per day.
Pemex-Gas and Basic Petrochemicals processed 3,203 million cubic feet per day of sour natural gas in
2006, a 1.6% increase from the 3,153 million cubic feet per day of sour natural gas processed in 2005. It
produced 436 thousand barrels per day of natural gas liquids in 2006, remaining constant from natural
gas liquid production in 2005. It also produced 3,445 million cubic feet per day of dry gas in 2006, a 9.5%
increase from the 3,147 million cubic feet per day produced in 2005. For further information about
Pemex-Gas and Basic Petrochemicals, see “ltem 4—Information on the Company—Gas and Basic
Petrochemicals” in the Form 20-F.
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DESCRIPTION OF NOTES
General

The Notes are to be issued under an Indenture (the “Indenture”), dated as of December 30, 2004,
among the Issuer, the Guarantor and Deutsche Bank Trust Company Americas, as trustee (the
“Trustee”). The following summaries of certain provisions of the Indenture and the Notes do not purport
to be complete and are subject to, and are qualified in their entirety by reference to, all of the provisions of
the Indenture and the Notes, including the definitions therein of certain terms. Wherever particular
defined terms of the Indenture are referred to, such defined terms are incorporated herein by reference.
Capitalized terms not otherwise defined herein shall have the meanings given to them in the Indenture or
the Notes.

The particular terms of each issue of Notes, including the purchase price, currency or currency unit of
denomination and payment, Stated Maturity (as defined below), form, interest rate, interest payment
dates, and, if applicable, redemption, repayment and index provisions, will be set forth for each such
issue in the Notes and the applicable Final Terms. With respect to any particular Note, the description of
the Notes herein is qualified in its entirety by reference to, and to the extent inconsistent therewith is
superseded by, such Notes and the applicable Final Terms.

The Notes are limited to an aggregate initial offering price of U.S. $40,000,000,000 or its equivalent in
other currencies or currency units. The foregoing limit, however, may be increased by the Issuer if in the
future it determines that it may wish to sell additional Notes.

The issuance of the Notes has been duly authorized by the managing trustee of the Issuer and the
board of directors of the Guarantor, provided that additional authorization of the board of directors of the
Guarantor will be necessary in order to issue Notes after December 31, 2007.

Unless previously redeemed, a Note will mature on the date (the “Stated Maturity”) from 1 or more
years from its date of issue that is specified on the face thereof and the applicable Final Terms.

Each Note will be denominated in U.S. dollars or in one or more foreign currencies or currency units
(each, a “Specified Currency”) as shall be specified in such Note and the applicable Final Terms. Unless
otherwise specified in the Notes and the applicable Final Terms, payments on the Notes will be made in
the applicable Specified Currency, except in the circumstances specified under “—Foreign Currency
Notes and Indexed Notes” below. The Final Terms for each issue of Foreign Currency Notes will include
additional information with respect to exchange rates applicable to the currency or currency unit specified
therein, any relevant foreign exchange controls and any relevant foreign currency risk.

Unless otherwise indicated in the applicable Final Terms, each Note, except any Indexed Note, will
bear interest at a fixed rate or at a rate determined by reference to LIBOR or the Treasury Rate, as
adjusted by the Spread and/or Spread Multiplier, if any, applicable to such Note. See “—Interest Rate”
below.

The Notes may be issued as Original Issue Discount Notes. “Original Issue Discount Note” means (i)
a Note, including any Note having an interest rate of zero, that has a stated redemption price at maturity
that exceeds its issue price (each as defined for U.S. federal income tax purposes) by at least 0.25% of
such stated redemption price at maturity, multiplied by the number of complete years from the issue date
to the Stated Maturity for such Note and (ii) any other Note designated by the Issuer as issued with
original issue discount for U.S. federal income tax purposes, as disclosed in the applicable Final Terms.

The Notes may be issued as Indexed Notes (as defined below), the principal amount of which

payable on or prior to Stated Maturity, the amount of interest payable on which and/or any premium
payable with respect to which will be determined by reference to the difference in the price of crude oil on
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certain specified dates or by some other index or indices. See “—Foreign Currency Notes and Indexed
Notes” below.

The Indenture does not limit the aggregate amount of debt securities that may be issued thereunder
and provides that debt securities may be issued thereunder from time to time in one or more series.

The Issuer has agreed to maintain Paying Agents and Transfer Agents in the Borough of Manhattan,
The City of New York, and in the City of London. The Issuer has initially appointed the Trustee at its
corporate trust office in New York as principal Paying Agent, Transfer Agent, Authenticating Agent and
Registrar for all Registered Notes and the Trustee at its corporate trust office in London as principal
Paying Agent and Authenticating Agent for all Bearer Notes. The Transfer Agent will keep a register in
which, subject to such reasonable regulations as the Issuer may prescribe, the Issuer will provide for the
registration of the Notes and the registration of transfers of the Notes. For so long as any Notes are
outstanding, the Issuer shall maintain a Paying Agent and a Transfer Agent for the Notes in a city in
Western Europe (which, for so long as any Notes are listed on the Official List of the Luxembourg Stock
Exchange and traded on the Euro MTF, and the rules of such Exchange so require, shall include a
Paying Agent and Transfer Agent in Luxembourg), and, for so long as any Registered Notes are
outstanding, the Issuer shall maintain a Paying Agent and Transfer Agent in The City of New York. See
“—Payment of Principal and Interest” below.

Ranking of Notes and Guaranties

The Notes will constitute direct, unsecured and unsubordinated Public External Indebtedness (as
defined under “—Negative Pledge” below) of the Issuer and will at all times rank equally with each other.
The payment obligations of the Issuer under the Notes will, except as may be provided by applicable law
and subject to “—Negative Pledge” below, at all times rank equally with all other present and future
unsecured and unsubordinated Public External Indebtedness of the Issuer. The payment of principal of
and interest on the Notes will be unconditionally guaranteed by the Guarantor pursuant to the Guaranties,
and the Guarantor’s payment obligations under the Guaranties will be guaranteed, jointly and severally,
by the Subsidiary Guarantors pursuant to the Subsidiary Guaranty Agreement and the Certificates of
Designation (as defined below) delivered by the Guarantor to each Subsidiary Guarantor designating the
Guaranties and the Indenture as subject to the Subsidiary Guaranty Agreement. See “—Guaranties”
below. The Guaranties and the Subsidiary Guaranties will constitute direct, unsecured and
unsubordinated Public External Indebtedness of the Guarantor and the Subsidiary Guarantors,
respectively, and will, except as may be provided by applicable law and subject to “—Negative Pledge”
below, at all times rank equally with each other and with all other present and future unsecured and
unsubordinated Public External Indebtedness of the Guarantor and the Subsidiary Guarantors,
respectively. The Notes are not obligations of, or guaranteed by, Mexico.

Form and Denomination

Notes may be issued in registered form without interest coupons (“Registered Notes”) or in bearer
form, with or without interest coupons (“Bearer Notes”), as specified in the applicable Final Terms and as
described below.

Unless otherwise specified in the applicable Final Terms, Registered Notes will be issued in
denominations of U.S. $10,000 and integral multiples thereof and Bearer Notes will be issued in
denominations of U.S. $10,000 and U.S. $100,000 (or, in each case, the approximate equivalent thereof
in a specified currency or currency unit).

Registered Notes will be issued in the forms described below, unless otherwise specified in the
applicable Final Terms.

Registered Notes of the same tranche and tenor initially sold outside the United States in compliance
with Regulation S will be represented by one or more Registered Notes in global form (collectively, a

29



“Regulation S Global Note”) which will be (a) deposited with the Trustee in New York as custodian for
DTC and will be registered in the name of a nominee of DTC, for the accounts of Euroclear and
Clearstream, Luxembourg or (b) deposited with a common depositary for Euroclear and Clearstream,
Luxembourg and registered in the name of such common depositary or its nominee, for the accounts of
Euroclear and Clearstream, Luxembourg (DTC or such other depositary, a “Depositary”).

Registered Notes of the same tranche or tenor initially sold within the United States and eligible for
resale in reliance on Rule 144A will be represented by one or more Registered Notes in global form
(collectively, a “Restricted Global Note” and, together with the Regulation S Global Note, the “Global
Notes”) which will be deposited upon issuance with the Trustee in New York as custodian for DTC and
will be registered in the name of DTC or a nominee of DTC for credit to an account of a direct or indirect
participant in DTC as described below. The Restricted Global Notes (and any Certificated Notes (as
defined herein) issued in exchange therefor) will be subject to certain restrictions on transfer set forth
under “Notice to Investors.”

On or prior to the 40" day after the completion of the distribution (as certified to the Trustee by the
relevant Agent) of all Notes of an identifiable tranche (the “Restricted Period”), a beneficial interest in a
Regulation S Global Note may be transferred to a person who takes delivery in the form of an interest in a
Restricted Global Note of the same tranche and like tenor, but only upon receipt by the Trustee of a
written certification from the transferor (in the form provided in the Indenture) to the effect that such
transfer is being made to a person whom the transferor reasonably believes is purchasing for its own
account or accounts as to which it exercises sole investment discretion and that such person and each
such account is a qualified institutional buyer within the meaning of Rule 144A, in each case in a
transaction meeting the requirements of Rule 144A and in accordance with all applicable securities laws
of the states of the United States (a “Restricted Global Note Certification”). After the last day of the
Restricted Period, such certification requirement will no longer apply to such transfers. Beneficial
interests in a Restricted Global Note may be transferred to a person in the form of an interest in a
Regulation S Global Note of the same tranche and of like tenor, whether before, on or after the end of the
Restricted Period, but only upon receipt by the Trustee of a written certification from the transferor (in the
form(s) provided in the Indenture) to the effect that such transfer is being made in accordance with Rule
903 or Rule 904 of Regulation S or (if available) Rule 144 under the Securities Act (a “Regulation S
Global Note Certification”). Any beneficial interest in a Global Note that is transferred to a person who
takes delivery in the form of an interest in another Global Note of the same tranche and of like tenor will,
upon transfer, cease to be an interest in such Global Note and become an interest in such other Global
Note and, accordingly, will thereafter be subject to all transfer restrictions and other procedures applicable
to beneficial interests in such other Global Note for as long as it remains such an interest.

Unless otherwise specified in the applicable Final Terms, Bearer Notes of the same tranche and tenor
will initially be represented by a temporary global Bearer Note, without interest coupons, which will be
deposited with a common depositary for Euroclear and Clearstream, Luxembourg. Such temporary
global Bearer Note will be exchangeable for a permanent global Bearer Note (such permanent global
Bearer Note, together with a temporary global Bearer Note, a “Global Bearer Note”), without interest
coupons, or definitive Bearer Notes, with coupons, as specified in the applicable Final Terms, on or after
the 40th day after the completion of the distribution (as certified to the Trustee by the relevant Agent) of
the identifiable tranche of which such Notes constitute a part (the “Exchange Date”), as notified to the
Trustee in writing by the relevant Agents, provided that with respect to each beneficial interest in the
portion of such temporary global Bearer Note to be exchanged, (i) the participant in Euroclear or
Clearstream, Luxembourg, as the case may be, through which such beneficial interest is held has
delivered to Euroclear or Clearstream, Luxembourg, as the case may be, an Owner Tax Certification (as
defined below), and (ii) Euroclear or Clearstream, Luxembourg, as the case may be, has delivered to the
Trustee a Depositary Tax Certification (as defined below) in the form required by the Indenture.

No interest or principal payable in respect of any beneficial interest in a temporary global Bearer Note
will be paid until the certification requirements described above have been satisfied with respect to such
beneficial interest. Delivery of an Owner Tax Certification by a participant in Euroclear or Clearstream,
Luxembourg shall constitute an irrevocable instruction by such participant to Euroclear or Clearstream,
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Luxembourg, as the case may be, to exchange on the applicable Exchange Date the beneficial interest
covered by such certificate for such definitive Bearer Notes or interest in a permanent global Bearer Note
as such participant may specify consistent with the Indenture and the applicable Final Terms.

As described above, no payment will be made on any temporary global Bearer Note and no
exchange of a beneficial interest in a temporary global Bearer Note for a definitive Bearer Note or an
interest in a permanent global Bearer Note may occur until (i) the person entitled to receive such interest
or Bearer Note furnishes Euroclear or Clearstream, Luxembourg, as the case may be, a written
certification (an “Owner Tax Certification”) and (ii) Euroclear or Clearstream, Luxembourg, as the case
may be, delivers to the Trustee a written certification (a “Depositary Tax Certification”), in each case in the
form required by the Indenture, to the effect that such person (1) is not a United States person (as defined
below under “Limitations on Issuance of Bearer Notes”), (2) is a foreign branch of a United States
financial institution purchasing for its own account or for resale, or is a United States person who acquired
the Note through such a financial institution and who holds the Note through such financial institution on
the date of certification, provided in either case that such financial institution certifies that it agrees to
comply with the requirements of Section 165(j)(3)(A), (B) or (C) of the Internal Revenue Code of 1986, as
amended (the “Code”), and the United States Treasury Regulations thereunder, or (3) is a financial
institution holding for purposes of resale during the restricted period (as defined in United States Treasury
Regulations Section 1.163-5(c)(2)(i)(D)(7)). A financial institution described in clause (3) of the preceding
sentence (whether or not also described in clause (1) or (2)) must certify that it has not acquired the Note
for purposes of resale directly or indirectly to a United States person or to a person within the United
States or its possessions.

The following legend will appear on all permanent global Bearer Notes and definitive Bearer Notes
and any coupons with respect thereto: “Any United States person who holds this obligation will be
subject to limitations under the United States income tax laws, including the limitations provided in
sections 165(j) and 1287(a) of the United States Internal Revenue Code of 1986, as amended.” The
sections referred to in the legend provide that, with certain exceptions, a United States taxpayer will not
be permitted to deduct any loss, and will not be eligible for capital gain treatment with respect to any gain,
realized on a sale, exchange or redemption of a Bearer Note or coupon.

Global Notes

A Global Note may not be transferred except as a whole by its Depositary to a nominee of such
Depositary or by a nominee of such Depositary to such Depositary or another nominee of such
Depositary or by such Depositary or any such nominee to a successor of such Depositary or a nominee
of such successor.

Upon the issuance of a Global Note or a Global Bearer Note, DTC, Euroclear or Clearstream,
Luxembourg, as the case may be, will credit, on its book-entry registration and transfer system, the
respective principal amounts of the Notes represented by such Global Note or such Global Bearer Note to
the accounts of institutions that have accounts with DTC, Euroclear or Clearstream, Luxembourg, as the
case may be (“participants”). The accounts to be credited shall be designated by the underwriters or
agents of such Notes or by the Issuer, if such Notes are offered and sold directly by the Issuer.
Ownership of beneficial interests in a Global Note or a Global Bearer Note will be limited to participants or
persons that may hold interests through participants. Ownership of beneficial interests in such Global
Note or such Global Bearer Note will be shown on, and the transfer of that ownership will be effected only
through, records maintained by DTC, Euroclear or Clearstream, Luxembourg, as the case may be (with
respect to interests of participants), or by participants or persons that hold through participants (with
respect to interests of persons other than participants). The laws of some states require that certain
purchasers of securities take physical delivery of such securities in definitive form. Such limits and such
laws may impair the ability to transfer beneficial interests in a Global Note or Global Bearer Note.

So long as a Depositary, or its nominee, is the holder of a Global Note or Global Bearer Note, such
Depositary or its nominee, as the case may be, will be considered the sole registered owner or holder of
the Notes represented by such Global Note or Global Bearer Note for all purposes under the Indenture.
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Except as set forth below under “—Certificated Notes and Definitive Bearer Notes,” owners of beneficial
interests in a Global Note or Global Bearer Note will not be entitled to have Notes represented by such
Global Note or such Global Bearer Note registered in their names, will not receive or be entitled to receive
physical delivery of Notes of such tranche in definitive form and will not be considered the owners or
holders thereof under the Indenture.

Payments of principal of and premium (if any) and interest on Notes registered in the name of or held
by a Depositary or its nominee will be made to such Depositary or its nominee, as the case may be, as
the registered owner or the holder of the Global Note or Global Bearer Note representing such Notes.
None of the Issuer, the Guarantor, the Subsidiary Guarantors or the Trustee will have any responsibility
or liability for any aspect of the records relating to or payments made on account of beneficial ownership
interests in a Global Note or Global Bearer Note or for maintaining, supervising or reviewing any records
relating to such beneficial ownership interests.

The Issuer expects that DTC, Euroclear or Clearstream, Luxembourg, as the case may be, upon
receipt of any payment of principal of or premium (if any) or interest in respect of a Global Note or Global
Bearer Note, will credit immediately participants’ accounts with payments in amounts proportionate to
their respective beneficial ownership interests in the principal amount of such Global Note or Global
Bearer Note as shown on the records of DTC, Euroclear or Clearstream, Luxembourg, as the case may
be. The Issuer also expects that payments by participants to owners of beneficial interests in such Global
Note or Global Bearer Note held through such participants will be governed by standing instructions and
customary practices, as is now the case with securities held for the accounts of customers in bearer form
or registered in “street name,” and will be the responsibility of such participants.

Certificated Notes and Definitive Bearer Notes

If DTC or any other Depositary is at any time unwilling or unable to continue as depositary and a
successor depositary is not appointed by the Issuer within 90 days after the Issuer receives notice from
such depositary to that effect, the Issuer will issue Notes in definitive, registered form (“Certificated
Notes”) in exchange for interests in the relevant Global Note or Notes. In addition, the Issuer may
determine that any Global Note will be exchanged for Certificated Notes, upon 10 days’ prior written
notice to the relevant Depositary. In the case of Certificated Notes issued in exchange for a Restricted
Global Note, such certificates will bear, and be subject to, the legend referred to under “Notice to
Investors.”

Neither the Trustee nor any Transfer Agent will be required to register the transfer or exchange of any
Certificated Notes for a period of 15 days preceding any interest payment date, or register the transfer or
exchange of any Certificated Notes previously called for redemption.

Certificated Notes may be presented for registration of transfer, or for exchange for new Certificated
Notes of authorized denominations, at the corporate trust office of the Trustee in the Borough of
Manhattan, The City of New York, or at the office of any Transfer Agent. Upon the transfer, exchange or
replacement of Certificated Notes bearing a restrictive legend, or upon specific request for removal of
such legend, the Issuer will deliver only Certificated Notes that bear such legend, or will refuse to remove
such legend, as the case may be, unless there is delivered to the Issuer such satisfactory evidence,
which may include an opinion of New York counsel, as may reasonably be required by the Issuer, that
neither the legend nor the restrictions on transfer set forth therein are required to ensure compliance with
the provisions of the Securities Act. In the case of a transfer of less than the principal amount of any
Certificated Note, a new Certificated Note will be issued to the transferee in respect of the amount
transferred and another Certificated Note will be issued to the transferor in respect of the portion not
transferred. Such new Notes will be available within three Business Days at the corporate trust office of
the Trustee in New York or at the office of any Transfer Agent.

No service charge will be made for any registration of transfer or exchange of Notes, but the Issuer or
the Trustee may require payment of a sum sufficient to cover any stamp tax or other governmental duty
payable in connection therewith.
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Unless otherwise specified in the applicable Final Terms, if either Euroclear or Clearstream,
Luxembourg is closed for a continuous period of 14 days (other than by reason of holidays, statutory or
otherwise) or announces an intention to cease business permanently, the Issuer will issue Bearer Notes
in definitive form, with interest coupons (“Definitive Bearer Notes”) in exchange for any Bearer Notes in
global form, subject to the certification requirements set forth in such Notes. Definitive Bearer Notes of
one denomination may be presented for exchange for definitive Bearer Notes of another authorized
denomination against surrender of the relevant definitive Bearer Notes at the office of any Transfer Agent
located outside the United States. New definitive Notes will be available for delivery within three
Business Days at the offices of such Transfer Agent outside the United States.

Replacement of Notes

Notes that become mutilated, destroyed, stolen or lost will be replaced upon delivery to the Trustee of
the Notes, or delivery to the Issuer, the Guarantor and the Trustee of evidence of the loss, theft or
destruction thereof satisfactory to the Issuer, the Guarantor and the Trustee. In the case of a lost, stolen
or destroyed Note, an indemnity satisfactory to the Trustee, the Issuer and the Guarantor may be
required at the expense of the holder of such Note before a replacement Note will be issued. Upon the
issuance of any new Note, the Issuer may require the payment of a sum sufficient to cover any tax or
other governmental charge that may be imposed in relation thereto and any other expenses (including the
fees and the expenses of the Trustee, its counsel and its agents) connected therewith.

Redemption
Redemption at the Option of the Issuer

Unless otherwise specified in the Notes and the applicable Final Terms, the Notes will not be subject
to any sinking fund. Unless a Redemption Commencement Date is specified in the Notes and the
applicable Final Terms, the Notes will not be redeemable prior to their Stated Maturity, except as
specified under “—Tax Redemption” below. If a Redemption Commencement Date is so specified with
respect to any Note, such Note and the applicable Final Terms will also specify one or more redemption
prices (expressed as a percentage of the principal or face amount of such Note) (“Redemption Prices”)
and the redemption period or periods (“Redemption Periods”) during which such Redemption Prices shall
apply. Unless otherwise specified in the Notes and the applicable Final Terms, any such Note shall be
redeemable at the option of the Issuer at any time in whole or from time to time in part in increments of
U.S. $10,000 (or the approximate equivalent thereof in a Specified Currency other than U.S. dollars) on or
after such specified Redemption Commencement Date at the specified Redemption Price applicable to
the Redemption Period during which such Note is to be redeemed, together with interest accrued to the
redemption date, on notice given not less than 60 days prior to the redemption date.

Tax Redemption

An issue of Notes may be redeemed at the option of the Issuer in whole, but not in part, at any time,
together, if applicable, with interest accrued to but excluding the date fixed for redemption, at par, except
as specified in the applicable Final Terms, or in the case of Notes issued with original issue discount, at
an amount to be specified in the applicable Final Terms, on giving not less than 30 nor more than 60
days’ notice to the holders of such Notes (which notice shall be irrevocable), if (i) the Issuer or the
Guarantor certifies to the Trustee immediately prior to the giving of such notice that it has or will become
obligated to pay Additional Amounts in excess of the Additional Amounts that it would be obligated to pay
if payments (including payments of interest) on such Notes (or payments under the Guaranties with
respect to interest on the Notes) were subject to a tax at a rate of 10%, as a result of any change in, or
amendment to, or lapse of, the laws, rules or regulations of Mexico or any political subdivision or any
taxing authority thereof or therein affecting taxation, or any change in, or amendment to, an official
interpretation or application of such laws, rules or regulations, which change or amendment becomes
effective on or after the date of issuance of such Notes and (ii) prior to the publication of any notice of
redemption, the Issuer shall deliver to the Trustee a certificate signed by the Issuer or the Guarantor
stating that the obligation referred to in (i) above cannot be avoided by the Issuer or the Guarantor, as the
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case may be, taking reasonable measures available to it, and the Trustee shall be entitled to accept such
certificate as sufficient evidence of the satisfaction of the condition precedent set out in (i) above in which
event it shall be conclusive and binding on the holders of such Notes; provided that no such notice of
redemption shall be given earlier than 90 days prior to the earliest date on which the Issuer or the
Guarantor, as the case may be, would be obligated but for such redemption to pay such Additional
Amounts were a payment in respect of such Notes or Guaranties then due and, at the time such notice is
given, such obligation to pay such Additional Amounts remains in effect.

Repayment at the Option of the Holder

Unless otherwise specified in the applicable Final Terms and Notes, the Notes will not be subject to
repayment at the option of the holder prior to the Stated Maturity. If so specified in the Final Terms
relating to any Note and such Note, such Note will be repayable at the option of the holder on a date or
dates specified prior to its Stated Maturity (each, an “Optional Repayment Date”) at the price or prices set
forth in such Note and in such Final Terms, if any, together with accrued interest to the Optional
Repayment Date. The Note and any applicable forms must be tendered to the Issuer at least 30 but not
more than 45 days prior to an Optional Repayment Date. Any such tender for repayment is irrevocable.
The repayment option may be exercised by the holder for less than the entire principal or face amount of
the Note provided that the amount outstanding after repayment is an authorized denomination.

Assumption of Issuer’s Obligations by the Guarantor

The Guarantor may at any time directly assume payment of the principal of, and any premium and
any interest on, any issue of the Notes and the performance of the Issuer of its obligations under such
Notes and every covenant of the Indenture with respect to such Notes without the consent of the holders
of the Notes, provided that after giving effect to such assumption, no Event of Default shall have occurred
and be continuing. Upon such an assumption, the Guarantor shall execute a supplemental indenture
evidencing such assumption, and the Issuer shall thereafter be released from its obligations under the
Indenture and under such Notes as obligor on such Notes.

Interest Rate

Unless otherwise specified in the applicable Final Terms and Note, each Note will bear interest from
its date of issue or from the most recent Interest Payment Date (or, if such Note is a Floating Rate Note
and the Interest Reset Period is daily or weekly, from the day following the most recent Regular Record
Date) to which interest on such Note has been paid or duly provided for at the fixed rate per annum, or at
the rate per annum determined pursuant to the interest rate formula stated therein and in the applicable
Final Terms, until the principal thereof is paid or made available for payment. Interest will be payable on
each Interest Payment Date and at maturity as specified under “Payment of Principal and Interest” below.

Unless otherwise specified in the applicable Final Terms and Note, each Note will bear interest at
either (a) a fixed rate (such Note, a “Fixed Rate Note”) or (b) a variable rate (such Note, a “Floating Rate
Note”) determined by reference to an interest rate basis, which may be adjusted by adding or subtracting
the Spread and/or multiplying by the Spread Multiplier. The “Spread” is the number of basis points
specified in the applicable Final Terms and Note as being applicable to the interest rate for such Note and
the “Spread Multiplier” is the percentage specified in the applicable Final Terms and Note as being
applicable to the interest rate for such Note. A Floating Rate Note may also have either or both of the
following: (a) a maximum numerical interest rate limitation, or ceiling, on the rate of interest which may
accrue during any interest period (a “Maximum Rate”); and (b) a minimum numerical interest rate
limitation, or floor, on the rate of interest which may accrue during any interest period (a “Minimum Rate”).
“Market Day” means (a) with respect to any Note (other than any LIBOR Note) denominated in U.S.
dollars, any Business Day in The City of New York, (b) with respect to any Note denominated in a
Specified Currency other than U.S. dollars, any day (i) that is a Business Day in the financial center of the
country issuing the Specified Currency or, in the case of euro, a day on which the Trans-European
Automated Real-Time Settlement Express Transfer (“TARGET”) System is operating and a day on which
commercial banks are open for dealings in euro deposits in the London interbank market, (ii) on which
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banking institutions in such financial center are carrying out transactions in such Specified Currency and
(ii) that is a London Banking Day (as defined below) and (c) with respect to any LIBOR Note, a London
Banking Day. “Business Day,” when used with respect to any particular location, means each Monday,
Tuesday, Wednesday, Thursday or Friday which is not a day on which banking institutions are authorized
or obligated by law to close in such location. “London Banking Day” means any day on which dealings in
deposits in U.S. dollars are transacted in the London interbank market. “Index Maturity” means, with
respect to a Floating Rate Note, the period to maturity of the instrument or obligation on which the interest
rate formula is based, as specified in the applicable Final Terms and Note. Unless otherwise specified in
the applicable Final Terms, Deutsche Bank Trust Company Americas will be the calculation agent (the
“Calculation Agent”) with respect to Floating Rate Notes.

The applicable Final Terms relating to a Fixed Rate Note will designate a fixed rate of interest per
annum payable on such Note and the Interest Payment Dates with respect to such Note.

The applicable Final Terms relating to a Floating Rate Note will designate an interest rate basis (the
“Interest Rate Basis”) for such Floating Rate Note. The Interest Rate Basis for each Floating Rate Note
will be: (a) LIBOR, in which case such Note will be a LIBOR Note; (b) the Treasury Rate, in which case
such Note will be a Treasury Rate Note; or (c) such other interest rate basis as is set forth in such Final
Terms. The Final Terms for a Floating Rate Note will also specify, if applicable, the Calculation Agent,
the Exchange Rate Agent, the Index Maturity, the Spread and/or Spread Multiplier, the Maximum Rate,
the Minimum Rate, the Initial Interest Rate, the Interest Payment Dates, the Regular Record Dates, the
Calculation Dates, the Interest Determination Dates, the Interest Reset Period and the Interest Reset
Dates with respect to such Note.

The rate of interest on each Floating Rate Note will be reset and become effective daily, weekly,
monthly, quarterly, semi-annually or annually or otherwise as specified in the applicable Final Terms and
Note (each, an “Interest Reset Period”); provided that (a) if so specified in the Note and applicable Final
Terms, the interest rate in effect from the date of issue to the first Interest Reset Date with respect to a
Floating Rate Note will be the Initial Interest Rate set forth in the Note and the applicable Final Terms and
(b) unless otherwise specified in the Note and the applicable Final Terms, the interest rate in effect for the
ten days immediately prior to maturity of a Note will be that in effect on the tenth day preceding such
maturity. Unless otherwise specified in the applicable Final Terms and Note, the interest reset date
(“Interest Reset Date”) will be, in the case of Floating Rate Notes which reset daily, each Market Day; in
the case of Floating Rate Notes (other than Treasury Rate Notes) which reset weekly, the Wednesday of
each week; in the case of Treasury Rate Notes which reset weekly, the Tuesday of each week; in the
case of Floating Rate Notes which reset monthly, the third Wednesday of each month; in the case of
Floating Rate Notes which reset quarterly, the third Wednesday of March, June, September and
December; in the case of Floating Rate Notes which reset semi-annually, the third Wednesday of two
months of each year as specified in the Note and the applicable Final Terms; and in the case of Floating
Rate Notes which reset annually, the third Wednesday of one month of each year as specified in the Note
and the applicable Final Terms. If any Interest Reset Date for any Floating Rate Note would otherwise be
a day that is not a Market Day with respect to such Floating Rate Note, the Interest Reset Date for such
Floating Rate Note shall be postponed to the next day that is a Market Day with respect to such Floating
Rate Note, except that, in the case of a LIBOR Note, if such Market Day is in the next succeeding
calendar month, such Interest Reset Date shall be the next preceding Market Day.

Unless otherwise specified in the applicable Final Terms, Interest Determination Dates will be as set
forth below. The Interest Determination Date pertaining to an Interest Reset Date for a LIBOR Note (the
“LIBOR Interest Determination Date”) will be the second Market Day preceding such Interest Reset Date.
The Interest Determination Date pertaining to an Interest Reset Date for a Treasury Rate Note (the
“Treasury Interest Determination Date”) will be the day of the week in which such Interest Reset Date falls
on which Treasury bills would normally be auctioned. Treasury bills are usually sold at auction on the
Monday of each week, unless that day is a legal holiday, in which case the auction is usually held on the
following Tuesday, except that such auction may be held on the preceding Friday. If, as the result of a
legal holiday, an auction is so held on the preceding Friday, such Friday will be the Treasury Interest
Determination Date pertaining to the Interest Reset Date occurring in the next succeeding week.
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All percentages resulting from any calculations referred to in this Offering Circular will be rounded, if
necessary, to the nearest one hundred-thousandth of a percentage point, with five one-millionths of a
percentage point rounded upward (e.g., 9.876545% (or .09876545) being rounded to 9.87655% (or
.0987655)), and all Specified Currency amounts used in or resulting from such calculations will be
rounded to the nearest cent (with one-half cent rounded upward) or approximate equivalent in Specified
Currencies other than U.S. dollars.

In addition to any Maximum Rate which may be applicable to any Floating Rate Note pursuant to the
above provisions, the interest rate on Floating Rate Notes will in no event be higher than the maximum
interest rate permitted by New York law, as the same may be modified by United States law of general
application. Under present New York law, the maximum rate of interest is 25% per annum on a simple
interest basis, with certain exceptions. The limit may not apply to Floating Rate Notes in which U.S.
$2,500,000 or more has been invested.

Upon the request of the holder of any Floating Rate Note, the Calculation Agent will provide the
interest rate then in effect, and, if determined, the interest rate that will become effective on the next
Interest Reset Date with respect to such Floating Rate Note. The Calculation Agent’s determination of
any interest rate will be final and binding in the absence of manifest error.

The Trustee shall notify the Luxembourg Stock Exchange of the Interest Payment Dates, the
applicable interest rate and the amount of interest payable on each Interest Payment Date for each issue
of Floating Rate Notes listed on such Exchange and traded on the Euro MTF by no later than the
beginning of the relevant Interest Reset Date relating to such Notes.

LIBOR Notes

LIBOR Notes will bear interest at the interest rates (calculated with reference to LIBOR and the
Spread and/or Spread Multiplier, if any), and will be payable on the dates, specified on the face of the
LIBOR Note and in the applicable Final Terms.

Unless otherwise indicated in the applicable Final Terms and Note, LIBOR with respect to any
Interest Reset Date will be determined by the Calculation Agent in accordance with the following
provisions:

(i) On the relevant LIBOR Interest Determination Date, LIBOR will be determined on the
basis of the offered rate for deposits in U.S. dollars having the specified Index Maturity,
commencing on the second Market Day immediately following such LIBOR Interest Determination
Date, that appears on the display designated as page “LIBOR01” on Reuters (or any successor
service) ("Reuters") (or such other page as may replace the LIBORO01 page on that service for the
purpose of displaying London interbank offered rates of major banks or such other service or
services as may be nominated by the British Bankers’ Association for the purpose of displaying
London interbank offered rates for U.S. dollar deposits) (the “Reuters Screen LIBOR01 Page”) as
of 11:00 a.m., London time, on such LIBOR Interest Determination Date.

(i) With respect to a LIBOR Interest Determination Date on which no offered rate for the
applicable Index Maturity appears on the Reuters Screen LIBOR01 Page as described in (i)
above, LIBOR will be determined on the basis of the rates at approximately 11:00 a.m., London
time, on such LIBOR Interest Determination Date at which deposits in U.S. dollars having the
specified Index Maturity are offered to prime banks in the London interbank market by four major
banks in the London interbank market selected by the Calculation Agent (after consultation with
the Issuer) commencing on the second Market Day immediately following such LIBOR Interest
Determination Date and in a principal amount of not less than U.S. $1,000,000 (or its approximate
equivalent in a Specified Currency other than U.S. dollars) that in the Issuer's judgment is
representative for a single transaction in such market at such time (a “Representative Amount”).
The Calculation Agent will request the principal London office of each of such banks to provide a
quotation of its rate. If at least two such quotations are provided, LIBOR with respect to such
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Interest Reset Date will be the arithmetic mean of such quotations. If fewer than two such
quotations are provided, LIBOR with respect to such Interest Reset Date will be the arithmetic
mean of the rates quoted at approximately 11:00 a.m., New York City time, on such LIBOR
Interest Determination Date by three major banks in The City of New York, selected by the
Calculation Agent (after consultation with the lIssuer), for loans in U.S. dollars to leading
European banks having the specified Index Maturity commencing on the Interest Reset Date and
in a Representative Amount; provided that if fewer than three banks selected as aforesaid by the
Calculation Agent are quoting as mentioned in this sentence, LIBOR with respect to such Interest
Reset Date will be the LIBOR in effect on such LIBOR Interest Determination Date.

Treasury Rate Notes

Treasury Rate Notes will bear interest at the interest rates (calculated with reference to the Treasury
Rate and the Spread and/or Spread Multiplier, if any) and will be payable on the dates specified on the
face of the Treasury Rate Note and in the applicable Final Terms. Unless otherwise specified in the
applicable Final Terms and Note, the “Calculation Date” with respect to a Treasury Interest Determination
Date will be the tenth day after such Treasury Interest Determination Date or, if such day is not a Market
Day, the next succeeding Market Day.

Unless otherwise indicated in the applicable Final Terms and Note, “Treasury Rate” means, with
respect to any Interest Reset Date, the rate for the auction on the relevant Treasury Interest
Determination Date of direct obligations of the United States (“Treasury Bills”) having the Index Maturity
specified on the face of such Note or in the applicable Final Terms, as such rate appears on Reuters
page USAUCTION10 (or any other page as may replace such page on such service) or page
USAUCTION11 (or any other page as may replace such page on such service). In the event that such
rate does not appear by 3:00 p.m., New York City time, on the Calculation Date pertaining to such
Treasury Interest Determination Date, then the Treasury Rate for such Interest Reset Date shall be the
“Investment Rate” (expressed as a bond equivalent yield, on the basis of a year of 365 or 366 days, as
applicable, and applied on a daily basis) as announced by the United States Department of the Treasury
for the auction held on such Treasury Interest Determination Date, currently available on the worldwide
web at: http://www.treasurydirect.gov/RI/OFBIlls. In the event that the results of the auction of Treasury
Bills having the Index Maturity specified on the face of the Note and in the applicable Final Terms are not
published or reported as provided above by 3:00 p.m., New York City time, on such Calculation Date or if
no such auction is held on such Treasury Interest Determination Date, then the Treasury Rate shall be
calculated by the Calculation Agent and shall be the rate for such Treasury Interest Determination Date
for the issue of Treasury Bills with a remaining maturity closest to the specified Index Maturity (expressed
as a bond equivalent yield, on the basis of a year of 365 or 366 days, as applicable, and applied on a
daily basis) as published in H.15(519), under the heading “U.S. government securities—Treasury bills
(secondary market).” In the event that the foregoing rates do not so appear or are not so published by
3:00 p.m., New York City time, on the Calculation Date pertaining to such Treasury Interest Determination
Date, then the Treasury Rate for such Interest Reset Date shall be the rate for such Treasury Interest
Determination Date for the issue of Treasury bills with a remaining maturity closest to the specified Index
Maturity, as published in H.15 Daily Update or another recognized electronic source used for the purpose
of displaying such rate, under the heading “U.S. government securities—Treasury bills (secondary
market).” In the event that the foregoing rates do not so appear or are not so published by 3:00 p.m.,
New York City time, on the Calculation Date pertaining to such Treasury Interest Determination Date,
then the Treasury Rate shall be calculated by the Calculation Agent and shall be a yield to maturity
(expressed as a bond equivalent yield, on the basis of a year of 365 or 366 days, as applicable, and
applied on a daily basis) of the arithmetic mean of the secondary market bid rates, at approximately 3:30
p.m., New York City time, on such Treasury Interest Determination Date, quoted by three leading primary
United States government securities dealers selected by the Calculation Agent with the approval of the
Issuer (such approval not to be unreasonably withheld) for the issue of Treasury Bills with a remaining
maturity closest to the specified Index Maturity; provided that if the dealers selected as aforesaid by the
Calculation Agent with the approval of the Issuer (such approval not to be unreasonably withheld) are not
quoting as mentioned in this sentence, the Treasury Rate for such Interest Reset Date shall be the
Treasury Rate in effect on such Treasury Interest Determination Date.
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Payment of Principal and Interest

Interest on Registered Notes will be payable to the person in whose name a Note is registered at the
close of business on the Regular Record Date next preceding each Interest Payment Date; provided that
interest payable at maturity will be payable to the person to whom principal shall be payable; and
provided, further, that any payment of interest on Global Notes shall be made to the applicable Depositary
or its nominee, as the registered owner of the Global Note representing such Notes. Unless otherwise
specified in the Note or the applicable Final Terms, the first payment of interest on any Note originally
issued between a Regular Record Date and an Interest Payment Date will be made on the Interest
Payment Date following the next succeeding Regular Record Date to the registered owner on such next
succeeding Regular Record Date. Unless otherwise indicated in the applicable Final Terms and Note,
the “Regular Record Date” with respect to any Note shall be the date 15 calendar days prior to each
Interest Payment Date, whether or not such date shall be a Business Day.

Payment of principal (and premium, if any) and any interest due with respect to any Registered Note
at Stated Maturity will be made in immediately available funds to the person in whose name such Note is
registered upon surrender of such Note at the corporate trust office of the Trustee in the Borough of
Manhattan, The City of New York, or at the specified office of any other Paying Agent, provided that the
Registered Note is presented to the Paying Agent in time for the Paying Agent to make such payments in
such funds in accordance with its normal procedures. Payments of principal (and premium, if any) and
any interest in respect of Registered Notes to be made other than at Stated Maturity or upon redemption
will be made by check mailed on or before the due date for such payments to the address of the person
entitled thereto as it appears in the Security Register; provided that (a) the applicable Depositary, as
holder of the Global Notes, shall be entitled to receive payments of interest by wire transfer of
immediately available funds, (b) a holder of U.S. $10,000,000 (or the approximate equivalent thereof in a
Specified Currency other than U.S. dollars) in aggregate principal or face amount of Notes having the
same Interest Payment Date shall be entitled to receive payments of interest by wire transfer to an
account maintained by such holder at a bank located in the United States as may have been
appropriately designated by such person to the Trustee in writing no later than the relevant Regular
Record Date and (c) to the extent that the holder of a Registered Note issued and denominated in a
Specified Currency other than U.S. dollars elects to receive payment of principal and interest at Stated
Maturity in such Specified Currency, such payment, except in circumstances described in the applicable
Final Terms, shall be made by wire transfer of immediately available funds to an account specified in
writing not less than 15 days prior to Stated Maturity by the holder to the Trustee. Unless such
designation is revoked, any such designation made by such holder with respect to such Notes shall
remain in effect with respect to any future payments with respect to such Notes payable to such holder.

Principal of (and premium, if any, on) a Bearer Note shall be payable by check or wire transfer upon
presentation and surrender of such Note at an office of a Paying Agent located outside the United States
and its possessions, as defined herein, or at such other offices or agencies located outside the United
States and its possessions as the Issuer shall have appointed for the purpose pursuant to the Indenture.
Such Paying Agents shall initially be Deutsche Bank AG, London Branch and Deutsche Bank
Luxembourg S.A. Interest on Bearer Notes shall be payable by check or wire transfer to the holder of
each coupon appertaining to such Note in the amount determined in accordance with such coupon, on or
after the due date of such payment as set forth in such coupon, upon presentation and surrender thereof
at the offices of the Paying Agents set forth on the reverse of such coupon or at such other offices or
agencies located outside the United States and its possessions as the Issuer shall have appointed
pursuant to the Indenture.

Unless otherwise indicated in the applicable Final Terms and Note, and except as provided below,
interest will be payable, in the case of Floating Rate Notes which reset daily, weekly or monthly, on the
third Wednesday of each month or on the third Wednesday of March, June, September and December of
each year (as indicated in the applicable Final Terms and Note); in the case of Floating Rate Notes which
reset quarterly, on the third Wednesday of March, June, September and December of each year; in the
case of Floating Rate Notes which reset semi-annually, on the third Wednesday of the two months of
each year specified in the applicable Final Terms and Note; and in the case of Floating Rate Notes which
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reset annually, on the third Wednesday of the month specified in the applicable Final Terms and Note
(each, an “Interest Payment Date”), and in each case, at maturity.

Payments of interest on any Fixed Rate Note or Floating Rate Note with respect to any Interest
Payment Date will include interest accrued to but excluding such Interest Payment Date; provided that,
unless otherwise specified in the applicable Final Terms and Note, if the Interest Reset Dates with
respect to any Floating Rate Note are daily or weekly, interest payable on such Note on any Interest
Payment Date, other than interest payable on the date on which principal on any such Note is payable,
will include interest accrued to but excluding the day following the next preceding Regular Record Date.

With respect to a Floating Rate Note, accrued interest from the date of issue or from the last date to
which interest has been paid is calculated by multiplying the principal or face amount of such Floating
Rate Note by an accrued interest factor. Such accrued interest factor is computed by adding the interest
factor calculated for each day from the date of issue, or from the last date to which interest has been paid,
to but excluding the date for which accrued interest is being calculated. Unless otherwise specified in the
applicable Final Terms and Note, the interest factor (expressed as a decimal) for each such day is
computed by dividing the interest rate (expressed as a decimal) applicable to such date by 360, in the
case of LIBOR Notes, or by the actual number of days in the year, in the case of Treasury Rate Notes.
Unless otherwise specified in the applicable Final Terms and Note, interest on Fixed Rate Notes
denominated in U.S. Dollars will be computed on the basis of a 360-day year of twelve 30-day months
and interest on Fixed Rate Notes denominated in all other currencies will be computed on the basis of the
actual number of days in the relevant period for which interest is being calculated (the “Calculation
Period”) from and including the date from which interest begins to accrue to but excluding the date on
which it falls due, divided by the product of the number of days in the interest period during which such
Calculation Period falls (including the first such day but excluding the last) and the number of interest
periods normally ending in any year.

If any Interest Payment Date (other than the Stated Maturity) for any Floating Rate Note would
otherwise be a day that is not a Market Day, such Interest Payment Date shall be the succeeding Market
Day, except that, in the case of a LIBOR Note, if such Market Day is in the next succeeding calendar
month, such Interest Payment Date shall be the next preceding Market Day. If the Stated Maturity for any
Fixed Rate Note or Floating Rate Note or the Interest Payment Date for any Fixed Rate Note falls on a
day which is not a Business Day in the place of payment, payment of principal (and premium, if any) and
interest with respect to such Note will be made on the next succeeding Business Day in the place of
payment with the same force and effect as if made on the due date and no interest on such payment will
accrue from and after such due date.

Foreign Currency Notes and Indexed Notes

If any Note is to be denominated in a Specified Currency other than U.S. dollars (each such Note, a
“Foreign Currency Note”), certain provisions with respect thereto will be set forth in the applicable Note
and in the related Final Terms, which will specify the foreign currency or currency unit in which the
principal, premium, if any, and interest with respect to such Note are to be paid, along with any other
terms relating to the non-U.S. dollar denomination.

If the principal of or premium (if any), interest, Additional Amounts or other amounts on any Note is
payable in a Specified Currency other than U.S. dollars and such Specified Currency is not available due
to the imposition of exchange controls or other circumstances beyond the control of the Issuer, or is no
longer used by the government of the country issuing such currency or for settlement of transactions by
public institutions of or within the international banking community, the Issuer will be entitled to satisfy its
obligations to the holder of such Notes by making such payment in U.S. dollars on the basis of the noon
buying rate in The City of New York for cable transfers in such Specified Currency as certified for customs
purposes by the Federal Reserve Bank of New York (the “Exchange Rate”) for such Specified Currency
on the second New York Business Day prior to the applicable payment date or, if the Exchange Rate is
not then available, on the basis of the most recently available Exchange Rate. In the event no Exchange
Rate is published for such currency, then the payment in U.S. dollars shall be made based on the rate
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given by the relevant central bank for buying such currency or, if no such rate is available, the rate shall
be the average of rates given to the Trustee by internationally recognized commercial banks selected by
the Trustee in consultation with the Issuer which regularly engage in foreign currency dealings for buying
such currency. The Exchange Rate, or the rate as so determined, is referred to herein as the “Market
Exchange Rate.” Any payment made under such circumstances in U.S. dollars where the required
payment is due in other than U.S. dollars will not constitute an Event of Default under the Notes.

Payments of principal and any premium, interest, Additional Amounts or other amounts to holders of
a Foreign Currency Note who hold the Note through DTC will be made in U.S. dollars. However, any
DTC holder of a Foreign Currency Note may elect to receive payments by wire transfer in the Specified
Currency other than U.S. dollars by delivering a written notice to the DTC participant through which it
holds its beneficial interest, not later than the record date, in the case of an interest payment, or at least
15 calendar days before the maturity date, specifying wire transfer instructions to an account
denominated in the specified currency. The DTC participant must notify DTC of the election and wire
transfer instructions on or before the twelfth New York business day before the applicable payment of the
principal.

If so specified in a Foreign Currency Note and the applicable Final Terms, and except as provided in
the next following paragraph, payments of principal and any premium, interest, Additional Amounts or
other amounts with respect to such Note will be made in U.S. dollars if the holder of such Note on the
relevant Regular Record Date or at Stated Maturity, as the case may be, has transmitted a written
request for such payment in U.S. dollars to the Trustee and the applicable Paying Agent on or prior to
such Regular Record Date or the date 15 days prior to Stated Maturity, as the case may be. Such
request may be in writing (mailed or hand delivered) or by facsimile transmission. Any such request
made with respect to any Registered

Note by a holder will remain in effect with respect to any further payments of principal and any
premium, interest, Additional Amounts or other amounts with respect to such Registered Note payable to
such holder, unless such request is revoked on or prior to the relevant Regular Record Date or the date
15 days prior to Stated Maturity, as the case may be. Holders of Foreign Currency Notes that are
registered in the name of a broker or nominee should contact such broker or nominee to determine
whether and how an election to receive payments in U.S. dollars may be made.

The U.S. dollar amount to be received by a holder of a Foreign Currency Note who elects to receive
payment in U.S. dollars will be based on the highest bid quotation in The City of New York received by
the Exchange Rate Agent (as defined below) as of 11:00 a.m., New York City time, on the second
Business Day in New York next preceding the applicable payment date from three recognized foreign
exchange dealers (one of which may be the Exchange Rate Agent) for the purchase by the quoting
dealer of the Specified Currency for U.S. dollars for settlement on such payment date in the aggregate
amount of the Specified Currency payable to all holders of Notes electing to receive dollar payments and
at which the applicable dealer commits to execute a contract. If three such bid quotations are not
available on the second Business Day in New York preceding the date of payment of principal or any
premium, interest, Additional Amounts or other amounts with respect to any Note, such payment will be
made in the Specified Currency. All currency exchange costs associated with any payment in U.S.
dollars on any such Foreign Currency Note will be borne by the holder thereof by deductions from such
payment of such currency exchange being effected on behalf of the holder by the Exchange Rate Agent.
Unless otherwise specified in the applicable Final Terms, the Trustee will be the exchange rate agent (the
“Exchange Rate Agent”) with respect to Foreign Currency Notes.

Unless otherwise specified in the applicable Final Terms, Foreign Currency Notes will provide that, in
the event of an official redenomination of the Specified Currency, the obligations of the Issuer with
respect to payments on such Notes shall, in all cases, be deemed immediately following such
redenomination to provide for payment of that amount of the redenominated Specified Currency
representing the amount of such obligations immediately before such redenomination.
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All determinations referred to above made by the Exchange Rate Agent shall, in the absence of
manifest error, be conclusive for all purposes and binding on holders of the Notes and the Issuer, and the
Exchange Rate Agent shall have no liability therefor.

The Issuer may from time to time offer Notes (“Indexed Notes”), the principal amount of which is
payable on or prior to Stated Maturity, the amount of interest payable on which and/or any premium
payment with respect to which will be determined with reference to an index or indices (e.g., the
difference in price of crude oil on certain dates or any other index or indices). The Final Terms relating to
such Indexed Notes and such Indexed Notes will set forth the method by and the terms on which the
amount of principal (payable on or prior to Stated Maturity), interest and/or any premium will be
determined, any additional tax consequences to the holder of such Note, a description of certain risks
associated with investment in such Note and other information relating to such Note.

Introduction of a Single European Currency

On January 1, 1999, the European Community introduced the single European currency known as
the euro in the 11 participating member states of the European Economic and Monetary Union (the
“‘EMU”). A participating member state is a member state of the European Community that has adopted
the euro as its legal currency according to the Treaty of Rome of March 25, 1957, as amended by the
Single European Act of 1986 and the Treaty on European Union, signed in Maastricht, The Netherlands
on February 1, 1992. During a transition period from January 1, 1999 to December 31, 2001, the former
national currencies of those 11 member states continued to be legal tender in their country of issue, at
rates irrevocably fixed on December 3, 1998.

The European Community completed the final stage of its economic and monetary union on January
1, 2002, when euro notes and coins became available and participating member states withdrew their
national currencies. It is not possible to predict how the EMU may affect the value of the Notes or the
rights of holders of such Notes. Each prospective investor in the Notes that may be affected by the EMU
is responsible for informing himself or herself about the EMU and the effects it may have on his or her
contemplated investment and assumes for himself or herself the associated investment risks.

If so specified in the applicable Final Terms, the Issuer may at its option, and without the consent of
the holders of such Notes or any coupons appertaining thereto or the need to amend the Notes or the
Indenture, redenominate the Notes issued in the currency of a country that subsequently participates in
the EMU in a manner with similar effect to the final stage of such EMU, into euro. The provisions relating
to any such redenomination will be contained in the applicable Final Terms.

Guaranties

Guaranty. Pursuant to the Indenture, the Guarantor has unconditionally guaranteed the due and
punctual payment of all amounts payable by the Issuer in respect of the Notes, as and when the same
shall become due and payable, whether at maturity, by declaration of acceleration or otherwise.

Subsidiary Guaranties. Pursuant to a guaranty agreement dated July 29, 1996 (the “Subsidiary
Guaranty Agreement”), among the Guarantor and the Subsidiary Guarantors, each of the Subsidiary
Guarantors will be jointly and severally liable with the Guarantor for all payment obligations incurred by
the Guarantor under any international financing agreement entered into by the Guarantor and designated
by the Guarantor as entitled to the benefit of the Subsidiary Guaranty Agreement in a certificate of
designation in accordance with the Subsidiary Guaranty Agreement. Each of the Indenture and the
Guaranties will be so designated by the Subsidiary Guarantors in certificates of designation (the
“Certificates of Designation”), to benefit from the Subsidiary Guaranty Agreement. Accordingly, each of
the Subsidiary Guarantors will be unconditionally liable for the Guarantor’s obligations under its guarantee
of all amounts payable by the Issuer in respect of the Notes, as and when the same shall become due
and payable, whether at maturity, by declaration of acceleration or otherwise. Under the terms of the
Subsidiary Guaranty Agreement, each Subsidiary Guarantor will be jointly and severally liable for the full
amount of each payment under the Guaranties. Although the Subsidiary Guaranty Agreement may be
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terminated in the future, the Subsidiary Guaranties will remain in effect with respect to all obligations
designated prior to such termination until all amounts payable with respect to such obligations have been
paid in full, including the entire principal of and interest and premium, if any, on the Notes. Any
amendment to the Subsidiary Guaranty Agreement which would affect the rights of any party to or
beneficiary of any designated international financing agreement (including the Guaranties and the
Indenture) will be valid only with the consent of each such party or beneficiary (or percentage of parties or
beneficiaries) as would be required to amend such agreement.

Additional Amounts

The Issuer, or in the case of a payment by the Guarantor or a Subsidiary Guarantor, such guarantor,
will pay to the holder of any Note such additional amounts (“Additional Amounts”) as may be necessary in
order that every net payment made by the Issuer, the Guarantor or a Subsidiary Guarantor in respect of
such Note, after deduction or withholding for or on account of any present or future tax, assessment or
other governmental charge imposed upon or as a result of such payment by Mexico or any political
subdivision or taxing authority thereof or therein (“Mexican Withholding Taxes”) will not be less than the
amount then due and payable on such Notes. The foregoing obligation to pay Additional Amounts,
however, will not apply to:

(a) any Mexican Withholding Taxes that would not have been imposed or levied on a
holder of Notes but for the existence of any present or former connection between the holder of
such Notes and Mexico or any political subdivision or territory or possession thereof or area
subject to its jurisdiction, including, without limitation, such holder of Notes (i) being or having
been a citizen or resident thereof, (ii) maintaining or having maintained an office, permanent
establishment or branch therein, or (iii) being or having been present or engaged in trade or
business therein, except for a connection solely arising from the mere ownership of, or receipt of
payment under, such Notes;

(b) except as otherwise provided, any estate, inheritance, gift, sales, transfer, or
personal property or similar tax, assessment or other governmental charge;

(c) any Mexican Withholding Taxes that are imposed or levied by reason of the failure by
the holder of Registered Notes to comply with any certification, identification, information,
documentation, declaration or other reporting requirement that is required or imposed by a
statute, treaty, regulation, general rule or administrative practice as a precondition to exemption
from, or reduction in the rate of, the imposition, withholding or deduction of any Mexican
Withholding Taxes; provided that at least 60 days prior to (i) the first payment date with respect to
which the Issuer, the Guarantor or any Subsidiary Guarantor shall apply this clause (c) and, (ii) in
the event of a change in such certification, identification, information, documentation, declaration
or other reporting requirement, the first payment date subsequent to such change, the Issuer, the
Guarantor or any Subsidiary Guarantor, as the case may be, shall have notified the Trustee in
writing that the holders of Registered Notes will be required to provide such certification,
identification, information or documentation, declaration or other reporting;

(d) any Mexican Withholding Taxes imposed at a rate in excess of 4.9%, in the event
that such holder has failed to provide on a timely basis, at the reasonable request of the Issuer,
information or documentation (not described in clause (c) above) concerning such holder’s
eligibility, if any, for benefits under an income tax treaty to which Mexico is a party that is in effect,
that is necessary to determine the appropriate rate of deduction or withholding of Mexican taxes
under any such treaty; provided this clause (d) shall not require holders of Bearer Notes to
identify themselves;

(e) any Mexican Withholding Taxes that would not have been so imposed but for the
presentation by the holder of such Note for payment on a date more than 15 days after the date
on which such payment became due and payable or the date on which payment thereof is duly
provided for, whichever occurs later;
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(f) any payment on such Note to any holder who is a fiduciary or partnership or other
than the sole beneficial owner of any such payment, to the extent that a beneficiary or settlor with
respect to such fiduciary, a member of such a partnership or the beneficial owner of such
payment would not have been entitled to the Additional Amounts had such beneficiary, settlor,
member or beneficial owner been the holder of such Note; or

(g) any withholding tax or deduction imposed on a payment to an individual pursuant to
European Council Directive 2003/48/EC or any other European Union directive implementing the
conclusions of the ECOFIN Council meeting of November 26-27, 2000 on the taxation of savings
income, or any law implementing or complying with, or introduced in order to conform to, such a
directive or presented for payment by or on behalf of a holder who would have been able to avoid
such withholding or deduction by presenting the relevant Note to another Paying Agent in a
Member State of the European Union.

All references herein to principal and interest in respect of Notes shall, unless the context otherwise
requires, be deemed to mean and include all Additional Amounts, if any, payable in respect thereof as set
forth in the first paragraph of this Additional Amounts section and in paragraphs (a) through (g) above.

Notwithstanding the foregoing, the limitations on the Issuer’s, the Guarantor's and the Subsidiary
Guarantors’ obligation to pay Additional Amounts set forth in clauses (c) and (d) above shall not apply if
the provision of the certification, identification, information, documentation, declaration or other evidence
described in such clauses (c) and (d) would be materially more onerous, in form, in procedure or in the
substance of information disclosed, to a holder or beneficial owner of a Note (taking into account any
relevant differences between United States and Mexican law, regulation or administrative practice) than
comparable information or other applicable reporting requirements imposed or provided for under U.S.
federal income tax law (including the Convention for the Avoidance of Double Taxation and the
Prevention of Fiscal Evasion with Respect to Taxes on Income, and a Protocol thereto, both signed on
September 18, 1992, as amended by Additional Protocols signed on September 8, 1994 and November
26, 2002), regulations (including proposed regulations) and administrative practice. In addition, the
limitations on the Issuer’s, the Guarantor's and the Subsidiary Guarantors’ obligation to pay Additional
Amounts set forth in clauses (c) and (d) above shall not apply if Article 195, Section II, paragraph a) of the
Mexican Income Tax Law (or a substantially similar successor of such provision) is in effect, unless (i) the
provision of the certification, identification, information, documentation, declaration or other evidence
described in clauses (c) and (d) is expressly required by statute, regulation, general rules or
administrative practice in order to apply Article 195, Section Il, paragraph a) (or a substantially similar
successor of such provision), the Issuer, the Guarantor or the Subsidiary Guarantors cannot obtain such
certification, identification, information, documentation, declaration or evidence, or satisfy any other
reporting requirements, on its own through reasonable diligence and the Issuer, the Guarantor or the
Subsidiary Guarantors otherwise would meet the requirements for application of Article 195, Section II,
paragraph a) (or such successor of such provision) or (ii) in the case of a holder or beneficial owner of a
Note that is a pension fund or other tax-exempt organization, such holder or beneficial owner would be
subject to Mexican Withholding Taxes at a rate less than that provided by Article 195, Section I,
paragraph a) if the information, documentation or other evidence required under clause (d) above were
provided. In addition, clause (c) or (d) above shall not be construed to require that a non-Mexican
pension or retirement fund, a non-Mexican tax-exempt organization or a non-Mexican financial institution
or any other holder or beneficial owner of a Note register with the Secretaria de Hacienda y Crédito
Pablico (the “Ministry of Finance and Public Credit”) for the purpose of establishing eligibility for an
exemption from or reduction of Mexican Withholding Taxes.

The Issuer, the Guarantor or the applicable Subsidiary Guarantor, as the case may be, will, upon
written request, provide the Trustee, the holders and the Paying Agents with a duly certified or
authenticated copy of an original receipt of the payment of Mexican Withholding Taxes which the Issuer,
the Guarantor or the Subsidiary Guarantor has withheld or deducted in respect of any payments made
under or with respect to the Notes or the Guaranties of the Notes, as the case may be.
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In the event that Additional Amounts actually paid with respect to any Notes pursuant to the
preceding paragraph are based on rates of deduction or withholding of Mexican Withholding Taxes in
excess of the appropriate rate applicable to the holder of such Notes, and, as a result thereof, such holder
is entitled to make a claim for a refund or credit of such excess, then such holder shall, by accepting such
Notes, be deemed to have assigned and transferred all right, title and interest to any such claim for a
refund or credit of such excess to the Issuer, the Guarantor or a Subsidiary Guarantor, as the case may
be. However, by making such assignment, the holder makes no representation or warranty that the
Issuer, the Guarantor or such Subsidiary Guarantor will be entitled to receive such claim for a refund or
credit and incurs no other obligation with respect thereto.

Negative Pledge

So long as any Note remains outstanding, the Guarantor will not create or permit to subsist, and will
not permit the Issuer, the Guarantor's Subsidiaries or the Subsidiary Guarantors or any of their respective
Subsidiaries to create or permit to subsist, any Security Interest upon the whole or any part of its or their
crude oil or receivables in respect of crude oil to secure (i) any of its or their Public External
Indebtedness; (ii) any of its or their Guarantees in respect of Public External Indebtedness; or (iii) the
Public External Indebtedness or Guarantees in respect of Public External Indebtedness of any other
person; without at the same time or prior thereto securing the Notes equally and ratably therewith or
providing such other Security Interest for the Notes as shall be approved by the holders of at least 66
2/3% in aggregate principal amount of the Outstanding (as defined in the Indenture) Notes; provided that
the Issuer, the Guarantor and its Subsidiaries, and the Subsidiary Guarantors and any of their respective
Subsidiaries, may create or permit to subsist a Security Interest upon its or their receivables in respect of
crude oil if (i) on the date of creation of such Security Interest the aggregate of (a) the amount of principal
and interest payments secured by Oil Receivables due during such calendar year in respect of
Receivables Financings entered into or before such date, (b) the total amount of revenues during such
calendar year from the sale of crude oil or natural gas transferred, sold, assigned or otherwise disposed
of in Forward Sales (other than Governmental Forward Sales) entered into on or before such date and (c)
the total amount of payments of the purchase price of crude oil, natural gas or Petroleum Products
foregone during such calendar year as a result of all Advance Payment Arrangements entered into on or
before such date, shall not exceed in such calendar year U.S. $4,000,000,000 (or its equivalent in other
currencies) less the amount of Governmental Forward Sales during that calendar year, (ii) the aggregate
amount outstanding in all currencies at any one time under all Receivables Financings, Forward Sales
(other than Governmental Forward Sales) and Advance Payment Arrangements shall not exceed
U.S. $12,000,000,000 (or its equivalent in other currencies) and (iii) the Guarantor has given a certificate
to the Trustee certifying that on the date of creation of such Security Interest there is no default under any
Financing Document (as defined in the Indenture) resulting from a failure to pay principal or interest.

For this purpose:

‘Advance Payment Arrangement” means any transaction involving the receipt by the Issuer, the
Guarantor, the Subsidiary Guarantors or any of their Subsidiaries of payment of the purchase price of
crude oil or gas or Petroleum Products not yet earned by performance.

“External Indebtedness” means Indebtedness which is payable, or at the option of its holder may be
paid, (i) in a currency or by reference to a currency other than the currency of Mexico, (ii) to a person
resident or having its head office or its principal place of business outside Mexico and (iii) outside the
territory of Mexico.

“Forward Sale” means any transaction involving the transfer, sale, assignment or other disposition by
the Issuer, the Guarantor, the Subsidiary Guarantors or any of their Subsidiaries of any right to payment
under a contract for the sale of crude oil or gas not yet earned by performance, or any interest therein,
whether in the form of an account receivable, negotiable instrument or otherwise.

44



“Governmental Forward Sale” means a Forward Sale to (i) Mexico or Banco de México or (ii) the
Bank for International Settlements or another multilateral monetary authority or central bank or treasury of
a sovereign state.

“Guarantee” means any obligation of a person to pay the Indebtedness of another person, including
without limitation:

(i) an obligation to pay or purchase such Indebtedness; or

(i) an obligation to lend money or to purchase or subscribe for shares or other securities or
to purchase assets or services in order to provide funds for the payment of such Indebtedness; or

(iii) any other agreement to be responsible for such Indebtedness.

“Indebtedness” means any obligation (whether present or future, actual or contingent) for the
payment or repayment of money which has been borrowed or raised (including money raised by
acceptances and leasing).

“Oil Receivables” means amounts payable to the Issuer, the Guarantor, the Subsidiary Guarantors or
any of their Subsidiaries in respect of the sale, lease or other provision of crude oil or gas, whether or not
yet earned by performance.

“Person” means any individual, company, corporation, firm, partnership, joint venture, association,
organization, state or agency of a state or other entity, whether or not having a separate legal personality.

“Petroleum Products” means the derivatives and by-products of crude oil and gas (including Basic
Petrochemicals).

“Public External Indebtedness” means any External Indebtedness which is in the form of, or
represented by, notes, bonds or other securities which are for the time being quoted, listed or ordinarily
dealt in on any stock exchange.

“Receivables Financings” means any transaction resulting in the creation of a Security Interest on Oil
Receivables to secure new External Indebtedness incurred by, or the proceeds of which are paid to or for
the benefit of, the Issuer, the Guarantor, any Subsidiary Guarantor or any of their Subsidiaries.

“Security Interest” means any mortgage, pledge, lien, hypothecation, security interest or other charge
or encumbrance, including without limitation any equivalent thereof created or arising under the laws of
Mexico.

“Subsidiary” means, in relation to any person, any other person (whether or not now existing) which is
controlled directly or indirectly by, or more than 50 percent of whose issued equity share capital (or
equivalent) is then held or beneficially owned by, the first person and/or any one or more of the first
person’s Subsidiaries, and “control” means the power to appoint the majority of the members of the
governing body or management of, or otherwise to control the affairs and policies of, that person.

The negative pledge does not restrict the creation of Security Interests over any assets of the Issuer,
the Guarantor or the Subsidiary Guarantors or any of their respective Subsidiaries other than crude oil
and receivables in respect of crude oil. Under Mexican law, all domestic reserves of crude oil belong to
Mexico and not to PEMEX, but the Guarantor and the Subsidiary Guarantors have been established with
the exclusive purpose of exploiting the Mexican petroleum and gas reserves, including the production of
oil and gas, oil products and basic petrochemicals. In addition, the negative pledge does not restrict the
creation of Security Interests to secure obligations of the Issuer, the Guarantor, the Subsidiary
Guarantors or their Subsidiaries payable in pesos. Further, the negative pledge does not restrict the
creation of Security Interests to secure any type of obligation (e.g., commercial bank borrowings)
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regardless of the currency in which it is denominated, other than obligations similar to the Notes (e.g.,
issuances of debt securities).

Events of Default; Waiver and Notice

If any of the following events (each, an “Event of Default”) occurs and is continuing with respect to an
issue of Notes, the Trustee, if so requested in writing by holders of at least one-fifth in principal amount of
the Notes of such issue then outstanding, shall give notice to the Issuer that such Notes are, and they
shall immediately become, due and payable at their principal amount together with accrued interest:

(a) Non-Payment: default is made in payment of principal (or any part thereof) of or
premium, if any, or any interest on, or any sinking fund payment with respect to, any of such
Notes when due and such failure continues, in the case of non-payment of principal or any
sinking fund payment for seven days, and of interest or premium for fourteen days after the due
date; or

(b) Breach of Other Obligations: the Issuer or Guarantor defaults in performance or
observance of or compliance with any of its other obligations set out in such Notes or Guaranties
or (insofar as it concerns such Notes or Guaranties) the Indenture which default is incapable of
remedy or, if capable of remedy, is not remedied within 30 days after written notice of such
default shall have been given to the Issuer, the Guarantor and the Subsidiary Guarantors by the
Trustee; or

(c) Cross-Default: default by the Issuer, the Guarantor or any of the Guarantor’s
Material Subsidiaries (as defined below) or the Subsidiary Guarantors or any of them or any of
their respective Material Subsidiaries in the payment of the principal of, or interest on, any Public
External Indebtedness (as defined under “—Negative Pledge” above) of, or guaranteed by, the
Issuer, the Guarantor or any of the Guarantor's Material Subsidiaries or the Subsidiary
Guarantors or any of them or any of their respective Material Subsidiaries, in an aggregate
principal amount exceeding U.S. $40,000,000 or its equivalent, when and as the same shall
become due and payable, if such default shall continue for more than the period of grace, if any,
originally applicable thereto; or

(d) Enforcement Proceedings: a distress or execution or other legal process is
levied or enforced or sued out upon or against any substantial part of the property, assets or
revenues of the Issuer, the Guarantor or any of the Guarantor's Material Subsidiaries or the
Subsidiary Guarantors or any of them or any of their respective Material Subsidiaries and is not
discharged or stayed within 60 days of having been so levied, enforced or sued out; or

(e) Security Enforced: an encumbrancer takes possession or a receiver, manager or
other similar officer is appointed of the whole or any substantial part of the undertaking, property,
assets or revenues of the Issuer, the Guarantor or any of the Guarantor’s Material Subsidiaries or
the Subsidiary Guarantors or any of them or any of their respective Material Subsidiaries; or

(f) Insolvency: the lIssuer, the Guarantor or any of the Guarantor's Material
Subsidiaries or the Subsidiary Guarantors or any of them or any of their respective Material
Subsidiaries becomes insolvent or is generally unable to pay its debts as they mature or applies
for or consents to or suffers the appointment of an administrator, liquidator, receiver or similar
officer of the Issuer, the Guarantor or any of the Guarantor's Material Subsidiaries or the
Subsidiary Guarantors or any of them or any of their respective Material Subsidiaries or the whole
or any substantial part of the undertaking, property, assets or revenues of the lIssuer, the
Guarantor or any of the Guarantor’'s Material Subsidiaries or the Subsidiary Guarantors or any of
them or any of their respective Material Subsidiaries or takes any proceeding under any law for a
readjustment or deferment of its obligations or any part of them for insolvency, bankruptcy,
reorganization, dissolution or liquidation or makes or enters into a general assignment or an
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arrangement or composition with or for the benefit of its creditors or stops or threatens to cease to
carry on its business or any substantial part of its business; or

(9) Winding-up: an order is made or an effective resolution passed for winding up
the Issuer, the Guarantor or any of the Guarantor's Material Subsidiaries or the Subsidiary
Guarantors or any of them or any of their respective Material Subsidiaries; or

(h) Moratorium: a general moratorium is agreed or declared in respect of any
External Indebtedness (as defined under “—Negative Pledge” above) of the Issuer, the Guarantor
or any of the Guarantor’'s Material Subsidiaries or the Subsidiary Guarantors or any of them or
any of their respective Material Subsidiaries; or

(i) Authorization and Consents: any action, condition or thing (including the
obtaining or effecting of any necessary consent, approval, authorization, exemption, filing,
license, order, recording or registration) at any time required to be taken, fulfilled or done in order
(i) to enable the Issuer lawfully to enter into, exercise its rights and perform and comply with its
obligations under such Notes or the Indenture, (ii) to enable the Guarantor lawfully to enter into,
exercise its rights and perform and comply with its obligations under the Guaranties relating to
such Notes, the Indenture or the Subsidiary Guaranty Agreement in relation to such Notes and
related Guaranties, (iii) to enable any of the Subsidiary Guarantors lawfully to enter into, perform
and comply with its obligations under the Subsidiary Guaranty Agreement in relation to such
Notes, the related Guaranties or the Indenture and (iv) to ensure that those obligations are legally
binding and enforceable, is not taken, fulfilled or done within 30 days of its being so required; or

)] lllegality: it is or becomes unlawful for (i) the Issuer to perform or comply with
one or more of its obligations under any of such Notes or the Indenture, (ii) the Guarantor to
perform or comply with any of its obligations under the Indenture, the Guaranties or the
Subsidiary Guaranty Agreement with respect to such Notes, the related Guaranties or the
Indenture, or (iii) the Subsidiary Guarantors or any of them to perform or comply with one or more
of its obligations under the Subsidiary Guaranty Agreement with respect to such Notes, the
related Guaranties or the Indenture; or

(k) Control: the Guarantor ceases to be a decentralized public entity of the Mexican
Government or the Mexican Government shall otherwise cease to control the Guarantor or any
Subsidiary Guarantor; or the lIssuer, the Guarantor or any of the Subsidiary Guarantors is
dissolved, disestablished or suspends its respective operations, and such dissolution,
disestablishment or suspension of operations is material in relation to the business of the Issuer,
the Guarantor and the Subsidiary Guarantors taken as a whole; or the Guarantor and the
Subsidiary Guarantors cease to be the entities which have the exclusive right and authority to
conduct on behalf of Mexico the activities of exploration, exploitation, refining, transportation,
storage, distribution and first-hand sale of crude oil and exploration, exploitation, production and
first-hand sale of gas, as well as the transportation and storage inextricably linked with such
exploitation and production; or the Issuer ceases to be controlled by the Guarantor; or

U] Disposals:

(i) the Guarantor ceases to carry on all or a substantial part of its business,
or sells, transfers or otherwise disposes (whether voluntarily or involuntarily) of all or
substantially all of its assets (whether by one transaction or a series of transactions
whether related or not) other than (A) solely in connection with the implementation of the
Organic Law of Petréleos Mexicanos and Subsidiary Entities or (B) to a Subsidiary
Guarantor; or

(i) any Subsidiary Guarantor ceases to carry on all or a substantial part of
its business, or sells, transfers or otherwise disposes (whether voluntarily or involuntarily)
of all or substantially all of its assets (whether by one transaction or a series of
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transactions whether related or not) and such cessation, sale, transfer or other disposal is
material in relation to the business of the Guarantor and the Subsidiary Guarantors taken
as a whole; or

(m) Analogous Events: any event occurs which under the laws of Mexico has an
analogous effect to any of the events referred to in paragraphs (d) to (g) above; or

(n) Guaranties: the Guaranties or the Subsidiary Guaranty Agreement is not (or is
claimed by the Guarantor or any of the Subsidiary Guarantors not to be) in full force and effect.

“Material Subsidiaries” means, at any time, (i) each of the Subsidiary Guarantors and (ii) any
Subsidiary of the Guarantor or any of the Subsidiary Guarantors having, as of the end of the most recent
fiscal quarter of the Guarantor, total assets greater than 12% of the total assets of the Guarantor, the
Subsidiary Guarantors and their Subsidiaries on a consolidated basis. As of the date of this Offering
Circular, there were no Material Subsidiaries other than the Subsidiary Guarantors and the Issuer.

After any such acceleration has been made, but before a judgment or decree for the payment of
money due based on acceleration has been obtained by the Trustee, the holders of a majority in
aggregate principal amount of the Notes of such issue then outstanding may rescind and annul such
acceleration in writing if all Events of Default, other than the non-payment of the principal of such Notes
that have become due solely by such declaration of acceleration, have been cured or waived as provided
in the Indenture.

The holders of a majority in principal amount of the Outstanding Notes of any issue may on behalf of
the holders of such Notes waive any past default and any Event of Default arising therefrom, provided
that a default not theretofore cured in the payment of the principal of or premium or interest on such
Notes or in respect of a covenant or provision in the Indenture the modification of which would constitute
a Reserved Matter (as defined below), may be waived only by a percentage of holders of Outstanding
Notes of such issue that would be sufficient to effect a modification, amendment, supplement or wavier of
such matter.

Purchase of Notes

The Issuer, the Guarantor or any of the Subsidiary Guarantors may at any time purchase Notes at
any price in the open market, in privately negotiated transactions or otherwise. Notes so purchased by
the Issuer, the Guarantor or any Subsidiary Guarantor may be held, resold or surrendered to the Trustee
for cancellation.

Modification and Waiver

The Issuer and the Trustee may modify, amend or supplement the terms of the Notes of any issue or
the Indenture in any way, and the holders of a majority in aggregate principal amount of the Notes of any
issue may make, take or give any request, demand, authorization, direction, notice, consent, waiver or
other action that the Indenture or the Notes allow a holder to make, take or give, when authorized: (1) at
a meeting of holders that is properly called and held by the affirmative vote, in person or by proxy
(authorized in writing), of the holders of a majority in aggregate principal or face amount of the
Outstanding Notes of that issue that are represented at the meeting; or (2) with the written consent of the
holders of the majority (or of such other percentage as stated in the text of the Notes of that issue with
respect to the action being taken) in aggregate principal amount of the Outstanding Notes of that issue.

However, under provisions which are commonly referred to as “collective action clauses,” without the
consent of the holders of not less than 75% in aggregate principal amount of the Outstanding Notes of
each issue affected thereby, no action may: (1) change the governing law with respect to the Indenture,
the Guaranty, the Subsidiary Guaranties or the Notes of that issue; (2) change the submission to
jurisdiction of New York courts, the obligation to appoint and maintain an Authorized Agent in the Borough
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of Manhattan, The City of New York or the waiver of immunity provisions in the Notes of that issue; (3)
amend the Events of Default in connection with an exchange offer for the Notes of that issue; (4) change
the ranking of the Notes of that issue; or (5) change the definition of “Outstanding” with respect to the
Notes of that issue.

Further, without (A) the consent of each holder of Outstanding Notes of each issue affected thereby
or (B) the consent of the holders of not less than 75% in aggregate principal amount of the Outstanding
Notes of each issue affected thereby, and (in the case of this clause (B) only) the certification by the
Guarantor or the Issuer to the Trustee that the modification, amendment, supplement or waiver is sought
in connection with a General Restructuring (as defined below) by Mexico, no such modification,
amendment or supplement may: (1) change the due date for any payment of, principal (if any) of or
premium (if any) or interest on Notes of that issue; (2) reduce the principal or face amount of Notes of that
issue, the portion of the principal or face amount that is payable upon acceleration of the maturity of
Notes of that issue, the interest rate on the Notes of that issue or the premium (if any) payable upon
redemption of the Notes of that issue; (3) shorten the period during which the Issuer is not permitted to
redeem the Notes of that issue or permit the Issuer to redeem Notes of that issue prior to maturity, if, prior
to such action, the Issuer is not permitted to do so except as permitted in each case under “—Tax
Redemption” above; (4) change the coin or currency in which, or the required places at which, any
principal of or premium or interest on Notes of that issue is payable; (5) modify the Guaranty of the Notes
of that issue or the Subsidiary Guaranty Agreement in any manner adverse to the holder of any of the
Notes of that issue; (6) change the obligation of the Issuer, the Guarantor or any Subsidiary Guarantor to
pay Additional Amounts with respect to the Notes of that issue; (7) reduce the percentage of the principal
amount of the Notes of that issue, the vote or consent of the holders of which is necessary to modify,
amend or supplement the Indenture or the Notes of that issue or the related Guaranties or to take other
action provided therein, or (8) modify the provisions in the Indenture relating to waiver of compliance with
certain provisions thereof or waiver of certain defaults, or to change the quorum requirements for a
meeting of holders of the Notes, in each case except to increase any related percentage or to provide that
certain other provisions of the Indenture cannot be modified or waived without the consent of the holder of
each Outstanding Note of that issue affected by such action.

A “General Restructuring” by Mexico means a request made by Mexico for one or more amendments
or one or more exchange offers by Mexico, each of which affects a matter that would (if made to a term or
condition of the Notes) constitute any of the matters described in clauses (1) through (8) in the
immediately preceding paragraph or clauses (1) through (5) of the paragraph next preceding such
paragraph (each, a “Reserved Matter”), and that applies to either (1) at least 75% of the aggregate
principal amount of outstanding External Market Debt of Mexico that will become due and payable within
a period of five years following the date of such request or exchange offer or (2) at least 50% of the
aggregate principal amount of External Market Debt of Mexico outstanding at the time of such request or
exchange offer. For the purposes of determining the existence of a General Restructuring, the principal
amount of External Market Debt that is the subject of any such request for amendment by Mexico shall be
added to the principal amount of External Market Debt that is the subject of a substantially
contemporaneous exchange offer by Mexico. As used herein, “External Market Debt” means
Indebtedness of the Mexican Government (including debt securities issued by the Mexican Government)
which is payable or at the option of its holder may be paid in a currency other than the currency of
Mexico, excluding any such Indebtedness that is owed to or guaranteed by multilateral creditors, export
credit agencies and other international or governmental institutions.

In determining whether the holders of the requisite principal amount of the Outstanding Notes of an
issue have consented to any amendment, modification, supplement or waiver, whether a quorum is
present at a meeting of holders of the Outstanding Notes of an issue or the number of votes entitled to be
cast by each holder of a Note in respect of such Note at any such meeting, Notes owned, directly or
indirectly, by Mexico or any public sector instrumentality of Mexico (including the Issuer, the Guarantor or
any Subsidiary Guarantor) shall be disregarded and deemed not to be Outstanding, except that, in
determining whether the Trustee shall be protected in relying upon any such consent, amendment,
modification, supplement or waiver, only Notes which a responsible officer of the Trustee actually knows
to be so owned shall be so disregarded. As used in this paragraph, “public sector instrumentality” means
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Banco de México, any department, ministry or agency of the federal government of Mexico or any
corporation, trust, financial institution or other entity owned or controlled by the federal government of
Mexico or any of the foregoing, and “control” means the power, directly or indirectly, through the
ownership of voting securities or other ownership interests or otherwise, to direct the management of or
elect or appoint a majority of the board of directors or other persons performing similar functions in lieu of,
or in addition to, the board of directors of a corporation, trust, financial institution or other entity.

If and for so long as Notes of an issue are listed on the Official List of the Luxembourg Stock
Exchange and traded on the Euro MTF, and the rules of such Exchange so require, in the case of any
such amendment, modification or waiver in respect of such Notes effected pursuant to the terms of the
Indenture (excluding amendments or modifications with respect to the curing of any ambiguity or curing,
correcting or supplementing any defective provision of the Indenture or the Notes of all issues) the Issuer
will prepare a supplement to this Offering Circular. In addition, a notice regarding any such amendment,
modification or waiver will be published in a newspaper of general circulation in Luxembourg or on the
website of the Luxembourg Stock Exchange.

The Issuer and the Trustee may, without the vote or consent of any holder of the Notes of an issue,
modify or amend the Indenture or the Notes of that issue for the purpose of: (1) adding to the covenants
of the Issuer or the Guarantor for the benefit of the holders of the Notes of that issue; (2) surrendering any
right or power conferred upon the Issuer or the Guarantor; (3) securing the Notes of that issue pursuant to
the requirements of the Indenture or otherwise; (4) curing any ambiguity or curing, correcting or
supplementing any defective provision of the Indenture or the Notes of that issue or the Guaranties; (5)
amending the Indenture or the Notes of that issue in any manner which the Issuer and the Trustee may
determine and that will not adversely affect the rights of any holder of the Notes of that issue in any
material respect; (6) reflecting the succession of another corporation to the Issuer or the Guarantor and
the successor corporation’s assumption of the covenants and obligations of the Issuer or the Guarantor,
as the case may be, under the Notes of that issue and the Indenture; or (7) modifying, eliminating or
adding to the provisions of the Indenture to the extent necessary to qualify the Indenture under the Trust
Indenture Act or under any similar U.S. federal statute enacted in the future or adding to the Indenture
other provisions that are expressly permitted by the Trust Indenture Act.

The consent of the holders is not necessary under the Indenture to approve the particular form of any
proposed amendment, modification, supplement or waiver. It is sufficient if the consent approves the
substance of the proposed amendment, modification, supplement or waiver. After an amendment,
modification or waiver under the Indenture becomes effective, the Issuer or the Guarantor will mail to the
holders a notice briefly describing the amendment, modification or waiver. However, the failure to give
this notice to all the holders, or any defect in the notice, will not impair or affect the validity of the
amendment, modification, supplement or waiver.

Meetings

The Indenture has provisions for calling a meeting of the holders of the Notes. Under the Indenture,
the Trustee may call a meeting of the holders of any issue of Notes at any time. The Issuer, the
Guarantor or holders of at least 10% of the aggregate principal amount of any issue of Notes may also
request a meeting of the holders of such Notes by sending a written request to the Trustee detailing the
proposed action to be taken at the meeting.

At any meeting of the holders of the Notes to act on a matter that is not a Reserved Matter, a quorum
exists if the holders of a majority of the aggregate principal amount Outstanding of any issue of Notes are
present or represented. At any meeting of the holders of the Notes to act on a matter that is a Reserved
Matter, a quorum exists if the holders of 75% of the aggregate principal amount Outstanding of that issue
of Notes are present or represented, provided that if the consent of each such holder is required to act on
such Reserved Matter, then a quorum exists only if the holders of 100% of the aggregate principal
amount Outstanding of that issue of Notes are present or represented.
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Any holders’ meeting that has properly been called and that has a quorum can be adjourned from
time to time by those who are entitled to vote a majority of the aggregate principal amount Outstanding of
that issue of Notes represented at the meeting. The adjourned meeting may be held without further
notice.

Any resolution passed, or decision made, at a holders’ meeting that has been properly held in
accordance with the Indenture is binding on all holders of the Notes.

Further Issues

The Issuer may from time to time without the consent of any holder of the Notes of any issue create
and issue additional Notes having the same terms and conditions as Notes previously issued (or the
same except for the issue date, the first payment of interest or the issue price), which additional Notes
may be consolidated to form a single series with the Outstanding Notes of that issue, provided that such
additional Notes do not have, for purposes of U.S. federal income taxation, a greater amount of original
issue discount than the original Notes of such issue have as of the date of the issue of such additional
Notes.

Repayment of Monies; Prescription

Any monies paid by the Issuer, the Guarantor or any Subsidiary Guarantor to the Trustee for the
payment of the principal of or premium, if any, or interest on any Notes and remaining unclaimed at the
end of two years after such principal or interest shall have become due and payable and shall have been
paid to the Trustee by the Issuer, the Guarantor or any Subsidiary Guarantor, shall then be repaid to the
Issuer upon its written request, and the holders of such Notes will thereafter look only to the Issuer, the
Guarantor and the Subsidiary Guarantors for payment thereof. Unless otherwise required by applicable
law, the right to receive principal of any Notes or premium, if any, or interest thereon will become void at
the end of five years after the due date thereof.

Governing Law, Jurisdiction and Waiver of Inmunity

The Indenture and the Notes will be governed by and construed in accordance with the laws of the
State of New York, except that the authorization and execution of such documentation by the Guarantor
shall be governed by the laws of Mexico. The payment obligations of the Guarantor under the Guaranties
and the payment obligations of the Subsidiary Guarantors under the Subsidiary Guaranties will be
governed by and construed in accordance with the laws of the State of New York.

The Guarantor and each of the Subsidiary Guarantors will appoint the Consul General of Mexico in
New York City and his successors as their authorized agent (the “Authorized Agent”) upon whom process
may be served in any action based upon the Notes, the Guaranties, the Subsidiary Guaranties or the
Indenture which may be instituted in any federal court (or, if jurisdiction in federal court is not available,
state court) in the Borough of Manhattan, The City of New York, by the holder of any Note, and the
Issuer, the Guarantor, each Subsidiary Guarantor and the Trustee will each irrevocably submit to the
jurisdiction of any such court in respect of any such action and will irrevocably waive any objection which
it may now or hereafter have to the laying of venue of any such action in any such court, and the
Guarantor and each of the Subsidiary Guarantors will waive any right to which it may be entitled on
account of residence or domicile. The Guarantor and each of the Subsidiary Guarantors reserve the right
to plead sovereign immunity under the Immunities Act with respect to actions brought against them under
U.S. federal securities laws or any state securities laws, and the Guarantor’s and each of the Subsidiary
Guarantors’ appointment of the Consul General as its agent for service of process will not extend to such
actions. In the absence of a waiver of immunity by the Guarantor and each of the Subsidiary Guarantors
with respect to such actions, it would not be possible to obtain a United States judgment in such an action
against the Guarantor or such Subsidiary Guarantor unless a U.S. court were to determine that the
Guarantor or such Subsidiary Guarantor is not entitled under the Immunities Act to sovereign immunity
with respect to such action. However, even if a United States judgment could be obtained in any such
action under the Immunities Act, it may not be possible to obtain in Mexico a judgment based on such a
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United States judgment. Moreover, execution upon property of the Guarantor or a Subsidiary Guarantor
located in the United States to enforce a judgment obtained under the Immunities Act may not be
possible except under the limited circumstances specified in the Immunities Act.

Article 27 of the Political Constitution of the United Mexican States, Articles 6 and 13 of the General
Law on National Patrimony (and other related articles), Articles 1, 2, 3, 4 (and related articles) of the
Regulatory Law, Articles 15, 16 and 19 of the Regulations to the Regulatory Law, Articles 1, 2, 3, 4 (and
other related articles) of the Organic Law of Petréleos Mexicanos and Subsidiary Entities and Article 4 of
the Federal Code of Civil Procedure of Mexico provide, inter alia, that (i) attachment prior to judgment,
attachment in aid of execution or execution of a final judgment may not be ordered by Mexican courts
against property of the Guarantor or any Subsidiary Guarantor, (ii) all domestic petroleum and
hydrocarbon resources (whether solid, liquid, gas or intermediate form) are permanently and inalienably
vested in Mexico (and, to that extent, subject to immunity); (iii) (a) the exploration, exploitation, refining,
transportation, storage, distribution and first-hand sale of crude oil, (b) the exploration, exploitation,
production and first-hand sale of gas, as well as the transportation and storage inextricably linked with
such exploitation and production, and (c) the production, storage, transportation, distribution and first-
hand sale of the derivatives of petroleum (including petroleum products) and of gas used as basic
industrial raw materials and that constitute “basic petrochemicals” (the “Petroleum Industry”) are reserved
exclusively to Mexico (and, to that extent, assets related thereto are entitled to immunity); and (iv) the
public entities created and appointed by the Federal Congress of Mexico to conduct, control, develop and
operate the Petroleum Industry of Mexico are the Guarantor and the Subsidiary Guarantors (and,
therefore, they are entitled to immunity with respect to such exclusive rights and powers). As a result,
notwithstanding the Guarantor’s and the Subsidiary Guarantors’ waiver of immunity described in the
preceding paragraph, Mexican law specifies that attachment in aid of execution may not be ordered
against the Guarantor, the Subsidiary Guarantors and their assets and, as a result, may restrict the ability
to enforce judgments against them.

Trustee, Paying Agent and Transfer Agent

Deutsche Bank Trust Company Americas will be the Trustee under the Indenture. The corporate
trust office of the Trustee is located at 60 Wall Street, 27" Floor, New York, New York 10005. Deutsche
Bank Trust Company Americas has also been appointed as Paying Agent and Transfer Agent under the
Indenture, at its offices specified above. Paying Agents and Transfer Agents are agents of the Issuer and
do not have the duties of a trustee with respect to the holders of the Notes. For so long as any notes are
listed on the Official List of the Luxembourg Stock Exchange and traded on the Euro MTF, the Issuer will
maintain a Paying Agent and a Transfer Agent in Luxembourg.

The Trustee may resign at any time or may be removed by the Issuer at any time. If the Trustee
resigns, is removed or becomes incapable of acting as Trustee or if a vacancy occurs in the office of the
Trustee for any cause, a successor Trustee shall be appointed in accordance with the provisions of the
Indenture.

In the ordinary course of their respective businesses, Deutsche Bank Trust Company Americas and
its affiliates have engaged, and may in the future engage, in investment banking activities and
commercial banking activities with the Issuer and PEMEX, and have provided, and may in the future
provide, investment advisory and corporate trust services to the Issuer and PEMEX.

Notices

Notices to holders of Registered Notes will be sent by mail to their respective addresses appearing in
the register maintained by the Trustee. In addition, if and for so long as the Notes are listed on the
Official List of the Luxembourg Stock Exchange and traded on the Euro MTF, and the rules of such
Exchange so require, such notices will be published either in a daily newspaper of general circulation in
Luxembourg (expected to be the D'Wort), or on the website of such Exchange (www.bourse.lu). If
publication as aforesaid is not practicable, notice will be validly given if made in accordance with the rules
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of the Luxembourg Stock Exchange. Any such notice shall be deemed to have been given on the later of
the date of such publication and the fourth calendar day after the date of mailing.

Notices to holders of Bearer Notes will be valid if published in a daily newspaper having general
circulation in London (expected to be the Financial Times) or, if publication in such newspaper is not
practicable, in another leading daily English language newspaper having general circulation in Europe
approved by the Trustee. In addition, if and so long as the Notes are listed on the Official List of the
Luxembourg Stock Exchange and traded on the Euro MTF, and the rules of such Exchange so require,
notices to holders of Bearer Notes will be published either in a leading newspaper having general
circulation in Luxembourg (expected to be the D'Wort) or on the website of such Exchange
(www.bourse.lu). Notices will, if published more than once or on different dates, be deemed to have been
given on the date of the first publication in either both of such newspapers or in the first such newspaper
and the Luxembourg Stock Exchange website as provided above. Holders of coupons shall be deemed
for all purposes to have notice of the contents of any notice to the holders of the related Bearer Notes.
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LIMITATIONS ON ISSUANCE OF BEARER NOTES

In compliance with United States federal tax laws and regulations, Bearer Notes (including temporary
global Bearer Notes), other than Bearer Notes with a maturity not exceeding one year from the date of
issue, may not be offered or sold during the restricted period (as defined in United States Treasury
Regulations Section 1.163-5(c)(2)(i)(D)(7)) within the United States or its possessions or to United States
persons (each as defined below) other than to an office located outside the United States or its
possessions of a U.S. financial institution (as defined in Section 1.165-12(c)(1) of the U.S. Treasury
regulations), purchasing for its own account, that provides a certificate stating that it agrees to comply
with the requirements of Section 165(j)(3)(A), (B) or (C) of the Code, and the U.S. Treasury regulations
thereunder, or to certain other persons described in Section 1.163-5(c)(2)(i)(D)(1)(iii)(B) of the U.S.
Treasury regulations. Moreover, such Bearer Notes may not be delivered within the United States or its
possessions in connection with their sale during the restricted period. No Bearer Note (other than a
temporary global Bearer Note) may be delivered, nor may interest be paid on any Bearer Note, until
receipt by the Issuer of (i) a Depositary Tax Certification in the case of temporary global Bearer Notes or
(i) an Owner Tax Certification in all other cases as described above under “Description of Notes—Form
and Denomination.”

For purposes of the limitations on the issuance of Bearer Notes, “United States Person” means any
citizen or resident of the United States, any corporation, partnership or other entity created or organized
in or under the laws of the United States, any estate the income of which is subject to U.S. federal income
taxation regardless of its source, or any trust if (i) a U.S. court is able to exercise primary supervision over
the trust’s administration and (ii) one or more United States Persons have the authority to control all of the
trust’s substantial decisions. “United States” means the United States of America (including the States
thereof and the District of Columbia) and “possessions” of the United States include Puerto Rico, the U.S.
Virgin Islands, Guam, American Samoa, Wake Island and the Northern Mariana Islands.

IMPORTANT CURRENCY INFORMATION

Unless otherwise specified in the applicable Final Terms, purchasers are required to pay for Notes in
the Specified Currency in immediately available funds. Currently, there are limited facilities in the United
States for conversion of U.S. dollars into foreign currencies or currency units and vice versa, and it is
believed that only a limited number of U.S. banks offer foreign currency checking or savings account
facilities in the United States. However, if requested by a prospective purchaser of Notes denominated in
a Specified Currency other than U.S. dollars, an Agent soliciting the offer to purchase may at its discretion
arrange for the conversion of U.S. dollars into such Specified Currency to enable the purchaser to pay for
such Notes. Any request must be made by the date determined by such Agent. Each such conversion
will be made by such Agent on such terms and subject to such conditions, limitations and charges as
such Agent may from time to time establish in accordance with its regular foreign exchange practice. All
costs of exchange will be borne by purchasers of the Notes.

For purposes of determining whether the holders of the requisite principal amount of Outstanding
Notes have taken or authorized any action under the Indenture, the principal amount of a Note
denominated in a Specified Currency other than U.S. dollars at any time outstanding shall be deemed to
be the U.S. dollar equivalent, determined on the basis of the Market Exchange Rate as of the Issue Date
of such Note, of the principal amount of such Note.
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CURRENCY RISKS AND RISKS ASSOCIATED WITH INDEXED NOTES
Exchange Rates and Exchange Controls

An investment in a Note denominated in a Specified Currency other than the currency of the country
in which a purchaser is resident or the currency (including any currency unit) in which a purchaser
conducts its primary business (the “home currency”) or where principal of or interest on Notes is payable
by reference to a Specified Currency index other than an index relating to the home currency entails
significant risks that are not associated with a similar investment in a security denominated in the home
currency. Such risks include, without limitation, the possibility of significant changes in rates of exchange
between the home currency and the Specified Currency and the possibility of the imposition or
modification of foreign exchange controls by either the United States or foreign governments. Such risks
generally depend on factors over which the particular country has no control, such as economic, financial,
political and military events and the supply of and demand for the relevant currencies. In recent years,
rates of exchange for certain currencies have been highly volatile, and such volatility may be expected in
the future. Fluctuations in any particular exchange rate that have occurred in the past are not necessarily
indicative, however, of fluctuations in the exchange rate that may occur during the term of any Note.
Depreciation of the Specified Currency in which a Note is denominated against the relevant home
currency would result in a decrease in the effective home currency-equivalent yield of such Note below its
interest rate, in the home currency-equivalent value of the principal payable at maturity of such Note and
generally in the home currency-equivalent market value of such Note and could result in a loss to the
investor on a home currency basis.

Foreign exchange rates can either be fixed by sovereign governments or float. Exchange rates of
most economically developed nations are permitted to fluctuate in value relative to the U.S. dollar.
National governments, however, rarely voluntarily allow their currencies to float freely in response to
economic forces. Sovereign governments in fact use a variety of techniques, such as intervention by a
country’s central bank or imposition of regulatory controls or taxes, to affect the rate of exchange of their
currencies. Governments may also issue a new currency to replace an existing currency or alter the
exchange rate or relative exchange characteristics by devaluation or revaluation of a currency. Thus, a
special risk in purchasing Notes that are denominated in a foreign currency or currency unit is that the
U.S. dollar equivalent yields of such Notes could be affected by governmental actions which could
change or interfere with theretofore freely determined currency valuations, fluctuations in response to
other market forces and the movement of the currencies across borders.

Governments have from time to time imposed, and may in the future impose, exchange controls that
could affect the availability of a Specified Currency for making payments with respect to a Note. There
can be no assurance that exchange controls will not restrict or prohibit payments in any currency or
currency unit. Even if there are no actual exchange controls, it is possible that on a payment date with
respect to any particular Note, the Specified Currency for such Note would not be available to the Issuer
to make payments then due. In that event, the Issuer will make such payments in the manner set forth
below under “Payment Currency.”

THIS OFFERING CIRCULAR AND ANY FINAL TERMS HERETO DO NOT DESCRIBE ALL THE
RISKS OF AN INVESTMENT IN NOTES DENOMINATED IN A CURRENCY (INCLUDING ANY
CURRENCY UNIT) OTHER THAN A PROSPECTIVE PURCHASER’S HOME CURRENCY AND THE
ISSUER, THE GUARANTOR AND THE SUBSIDIARY GUARANTORS DISCLAIM ANY
RESPONSIBILITY TO ADVISE PROSPECTIVE PURCHASERS OF SUCH RISKS AS THEY EXIST AT
THE DATE OF THIS OFFERING CIRCULAR AND AS SUCH RISKS MAY CHANGE FROM TIME TO
TIME. PROSPECTIVE PURCHASERS SHOULD CONSULT THEIR OWN FINANCIAL AND LEGAL
ADVISORS AS TO THE RISKS ENTAILED BY AN INVESTMENT IN NOTES DENOMINATED IN A
CURRENCY (INCLUDING ANY CURRENCY UNIT) OTHER THAN THEIR PARTICULAR HOME
CURRENCY. SUCH NOTES ARE NOT AN APPROPRIATE INVESTMENT FOR PERSONS WHO ARE
UNSOPHISTICATED WITH RESPECT TO FOREIGN CURRENCY TRANSACTIONS.
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Unless otherwise provided, Notes denominated in a Specified Currency other than the U.S. dollar or
euro will not be sold in, or to residents of, the country of the Specified Currency in which such Notes are
denominated. The information set forth in this Offering Circular and any Final Terms is directed to
prospective purchasers who are United States residents. The Issuer, the Guarantor and the Subsidiary
Guarantors disclaim any responsibility to advise prospective purchasers who are residents of countries
other than the United States with respect to any matters that may affect the purchase, holding or receipt
of payments of principal of or interest on Notes. Such persons should consult their own legal and
financial advisors with regard to such matters.

The Final Terms relating to each Foreign Currency Note may contain information concerning relevant
historical exchange rates for the applicable Specified Currency, a description of such currency or
currencies and any exchange controls affecting such currency or currencies. The information therein
concerning exchange rates and exchange controls, if any, is furnished as a matter of information only and
should not be regarded as indicative of the range of or trends in fluctuations in exchange rates or of
exchange controls that may be imposed in the future. The Issuer, the Guarantor and the Subsidiary
Guarantors disclaim any responsibility to advise prospective purchasers of changes in such exchange
rates or exchange controls after the date of any such Final Terms.

Payment Currency

Except as set forth below, if payment on a Note is required to be made in a Specified Currency other
than U.S. dollars and on a payment date with respect to such Note such currency or currency unit is
unavailable due to the imposition of exchange controls or other circumstances beyond the Issuer’s
control, or is no longer used by the government of the country issuing such currency or currency unit or
for the settlement of transactions by public institutions of or within the international banking community,
then all such payments due on such payment date shall be made in U.S. dollars. The amount so payable
on any payment date in such foreign currency or currency unit shall be converted into U.S. dollars at a
rate determined by the Exchange Rate Agent as of the second Business Day prior to the date on which
such payment is due on the basis of the most recently available Market Exchange Rate for such currency
or currency unit, or as otherwise specified in the applicable Final Terms. Any payment made under such
circumstances in U.S. dollars will not constitute an Event of Default under the Notes.

All determinations referred to above made by the Exchange Rate Agent shall be confirmed by the
Issuer (except to the extent expressly provided herein or in the applicable Final Terms) and, in the
absence of manifest error, shall be conclusive for all purposes and binding on holders of the Notes, and
the Exchange Rate Agent shall have no liability therefor.

Unless otherwise specified in the applicable Final Terms, Notes denominated in a Specified Currency
other than U.S. dollars will provide that, in the event of an official redenomination of the Specified
Currency, the obligations of the Issuer with respect to payments on such Notes shall, in all cases, be
deemed immediately following such redenomination to provide for payment of that amount of the
redenominated Specified Currency representing the amount of such obligations immediately before such
redenomination.

Foreign Currency Judgments; Immunity from Attachment

The Notes and Guaranties will be governed by and construed in accordance with the laws of the
State of New York. See “Description of Notes—Governing Law, Jurisdiction and Waiver of Immunity.”
Courts in the United States customarily have not rendered judgments for money damages denominated
in any currency other than U.S. dollars. New York statutory law provides, however, that in an action
based on an obligation denominated in a currency other than U.S. dollars, a court shall render a judgment
or decree in the foreign currency of the underlying obligation and that the judgment or decree shall be
converted into U.S. dollars at the exchange rate prevailing on the date of entry of the judgment or decree.
It is not known whether the foregoing New York statutory law would be applied (a) in any action based on
an obligation denominated in a currency unit or (b) by a Federal court sitting in the State of New York.
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Under the Mexican Monetary Law, payments which should be made in Mexico in foreign currency,
whether by agreement or upon judgment of a Mexican court, may be discharged in pesos at a rate of
exchange for pesos into the relevant foreign currency prevailing at the time of payment. In addition,
Mexican law specifies that attachment in aid of execution may not be ordered against the Guarantor, the
Subsidiary Guarantors and their assets and, as a result, the ability of investors to realize upon judgments
in the courts of Mexico may be limited. See “Description of Notes—Governing Law, Jurisdiction and
Waiver of Immunity.”

Risks Associated with Indexed Notes

An investment in Indexed Notes may entail significant risks that are not associated with a similar
investment in a debt instrument that has a fixed principal amount, is denominated in U.S. dollars and
bears interest at either a fixed rate or a floating rate determined by reference to nationally published
interest rate references. The risks of a particular Indexed Note will depend on the terms of such Indexed
Note, but may include, without limitation, the possibility of significant changes in the prices of securities,
currencies, intangibles, goods, articles or commodities or of other objective price, economic or other
measures making up the relevant index (the “Underlying Assets”). Such risks generally depend on
factors over which the Issuer has no control, such as economic and political events and the supply of and
demand for the Underlying Assets. In recent years, currency exchange rates and prices for various
Underlying Assets have been highly volatile, and such volatility may be expected in the future.
Fluctuations in any such rates or prices that have occurred in the past are not necessarily indicative,
however, of fluctuations that may occur during the term of any Indexed Note.

In considering whether to purchase Indexed Notes, investors should be aware that the calculation of
amounts payable in respect of Indexed Notes may involve reference to prices which are published solely
by third parties or entities which are not subject to regulation under the laws of the United States.

THIS OFFERING CIRCULAR AND ANY FINAL TERMS HERETO DO NOT DESCRIBE ALL THE
RISKS OF AN INVESTMENT IN INDEXED NOTES AND THE ISSUER, THE GUARANTOR AND THE
SUBSIDIARY GUARANTORS DISCLAIM ANY RESPONSIBILITY TO ADVISE PROSPECTIVE
PURCHASERS OF SUCH RISKS AS THEY EXIST AT THE DATE OF THIS OFFERING CIRCULAR OR
AS SUCH RISKS MAY CHANGE FROM TIME TO TIME. THE RISK OF LOSS AS A RESULT OF THE
LINKAGE OF PRINCIPAL OR INTEREST PAYMENTS ON INDEXED NOTES TO AN INDEX AND TO
THE UNDERLYING ASSETS CAN BE SUBSTANTIAL. PROSPECTIVE PURCHASERS SHOULD
CONSULT THEIR OWN FINANCIAL AND LEGAL ADVISORS AS TO THE RISKS ENTAILED BY AN
INVESTMENT IN INDEXED NOTES. AN INDEXED NOTE IS NOT AN APPROPRIATE INVESTMENT
FOR PERSONS WHO ARE UNSOPHISTICATED WITH RESPECT TO TRANSACTIONS IN THE
UNDERLYING ASSETS OF ANY INDEX RELEVANT TO THAT INDEXED NOTE.
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CLEARING AND SETTLEMENT

Arrangements will be made with each of DTC, Euroclear and Clearstream, Luxembourg to facilitate
initial issuance of Global Notes deposited with, or on behalf of, DTC (“DTC Global Notes”). See
“Description of Notes—Form and Denomination.” Transfers within DTC, Euroclear and Clearstream,
Luxembourg will be made in accordance with the usual rules and operating procedures of the relevant
system. Cross-market transfers between investors who hold or who will hold DTC Global Notes through
DTC and investors who hold or will hold DTC Global Notes through Euroclear and/or Clearstream,
Luxembourg will be effected in DTC through the respective depositaries of Euroclear and Clearstream,
Luxembourg. Each Regulation S Global Note and each Restricted Global Note deposited with DTC will
have a different CUSIP or CINS number.

DTC

DTC has advised the Issuer as follows: DTC is a limited-purpose trust company organized under the
laws of the State of New York, a “banking organization” within the meaning of the New York Banking Law,
a member of the Federal Reserve System, a “clearing corporation” within the meaning of the New York
Uniform Commercial Code and a “clearing agency” registered pursuant to the provisions of Section 17A
of the Exchange Act. DTC was created to hold securities for its participating organizations (“DTC
Participants”) and to facilitate the clearance and settlement of securities transactions between DTC
Participants through electronic book-entry changes in accounts of the DTC Participants, thereby
eliminating the need for physical movement of certificates. DTC Participants include securities brokers
and dealers, brokers, banks, trust companies and clearing corporations and may include certain other
organizations. Indirect access to the DTC system is also available to others such as banks, brokers,
dealers and trust companies that clear through or maintain a custodial relationship with a DTC
Participant, either directly or indirectly (“Indirect DTC Participants”).

Under the rules, regulations and procedures creating and affecting DTC and its operations (the
“‘Rules”), DTC is required to make book-entry transfers between DTC Participants on whose behalf it acts
with respect to the Notes and is required to receive and transmit distributions of principal of and interest
on the Notes. DTC Participants and Indirect DTC Participants with which investors have accounts with
respect to the Notes similarly are required to make book-entry transfers and receive and transmit such
payments on behalf of their respective investors.

Because DTC can only act on behalf of DTC Participants, who in turn act on behalf of Indirect DTC
Participants and certain banks, the ability of a person having a beneficial interest in a Note held in DTC to
transfer or pledge such interest to persons or entities that do not participate in the DTC system, or
otherwise take actions in respect of such interest, may be affected by the lack of a physical certificate of
such interest. The laws of some states of the United States require that certain persons take physical
delivery of securities in definitive form. Consequently, the ability to transfer beneficial interests in a Note
held in DTC to such persons may be limited.

DTC has advised the Issuer that it will take any action permitted to be taken by a holder of Notes
(including, without limitation, the presentation of Notes for exchange as described above) only at the
direction of one or more participants to whose account with DTC interests in the relevant Notes are
credited, and only in respect of such portion of the aggregate principal amount of the Notes as to which
such participant or participants has or have given such direction. However, in certain circumstances,
DTC will exchange the DTC Global Notes held by it for Certificated Notes, which it will distribute to its
participants and which, if representing interests in the Restricted Global Note, will be legended as set
forth under “Notice to Investors.” See “Description of Notes—Certificated Notes and Definitive Bearer
Notes.”

Euroclear

Euroclear was created in 1968 to hold securities for participants of Euroclear and to clear and settle
transactions between Euroclear participants through simultaneous electronic book-entry delivery against
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payment, thus eliminating the need for physical movement of certificates and risk from lack of
simultaneous transfers of securities and cash. Transactions may now be settled in many currencies,
including United States dollars and Japanese yen. Euroclear provides various other services, including
securities lending and borrowing and interfaces with domestic markets in several countries generally
similar to the arrangements for cross-market transfers with DTC described below.

Euroclear is operated by Euroclear Bank S.A./N.V. (the “Euroclear Operator”), under contract with
Euroclear Clearance System plc, a U.K. corporation (“Euroclear”). The Euroclear Operator conducts all
operations, and all Euroclear securities clearance accounts and Euroclear cash accounts are accounts
with the Euroclear Operator, not Euroclear. The Euroclear Operator establishes policy for Euroclear on
behalf of Euroclear participants. Euroclear participants (“Euroclear Participants”) include banks (including
central banks), securities brokers and dealers and other professional financial intermediaries and may
include the Agents. Indirect access to Euroclear is also available to other firms that clear through or
maintain a custodial relationship with a Euroclear participant, either directly or indirectly. Euroclear is an
indirect participant in DTC.

The Euroclear Operator is a Belgian bank. The Belgian Banking Commission and the National Bank
of Belgium regulate and examine the Euroclear Operator.

The Terms and Conditions Governing Use of Euroclear (the “Euroclear Terms and Conditions”) and
the related Operating Procedures of Euroclear and applicable Belgian law govern securities clearance
accounts and cash accounts with the Euroclear Operator. Specifically, these terms and conditions
govern:

e transfers of securities and cash within Euroclear;
e withdrawal of securities and cash from Euroclear; and
e receipts of payments with respect to securities in Euroclear.

All securities in Euroclear are held on a fungible basis without attribution of specific certificates to
specific securities clearance accounts. The Euroclear Operator acts under the terms and conditions only
on behalf of Euroclear Participants and has no record of or relationship with persons holding securities
through Euroclear Participants.

Distributions with respect to Notes held beneficially through Euroclear will be credited to the cash
accounts of Euroclear Participants in accordance with the Euroclear Terms and Conditions, to the extent
received by the Euroclear Operator and by Euroclear.

Clearstream, Luxembourg

Clearstream Banking, société anonyme (“Clearstream, Luxembourg”), was incorporated as a limited
liability company under Luxembourg law. Clearstream, Luxembourg is owned by Cedel International,
société anonyme, and Deutsche Bérse AG. The shareholders of these two entities are banks, securities
dealers and financial institutions.

Clearstream, Luxembourg holds securities for its customers and facilitates the clearance and
settlement of securities transactions between Clearstream, Luxembourg customers through electronic
book-entry changes in accounts of Clearstream, Luxembourg customers, thus eliminating the need for
physical movement of certificates. Clearstream, Luxembourg provides to its customers, among other
things, services for safekeeping, administration, clearance and settlement of internationally traded
securities, securities lending and borrowing and collateral management. Clearstream, Luxembourg
interfaces with domestic markets in a number of countries. Clearstream, Luxembourg has established an
electronic bridge with the Euroclear Operator to facilitate settlement of trades between Clearstream,
Luxembourg and Euroclear.
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As a registered bank in Luxembourg, Clearstream, Luxembourg is subject to regulation by the
Luxembourg Commission for the Supervision of the Financial Sector. Clearstream, Luxembourg
customers (“Clearstream, Luxembourg Participants”) are recognized financial institutions around the
world, including underwriters, securities brokers and dealers, banks, trust companies and clearing
corporations. In the United States, Clearstream, Luxembourg customers are limited to securities brokers
and dealers and banks, and may include the Agents for the Notes. Other institutions that maintain a
custodial relationship with a Clearstream, Luxembourg customer may obtain indirect access to
Clearstream, Luxembourg. Clearstream, Luxembourg is an indirect participant in DTC.

Distributions with respect to the Notes held beneficially through Clearstream, Luxembourg will be
credited to cash accounts of Clearstream, Luxembourg Participants in accordance with its rules and
procedures, to the extent received by Clearstream, Luxembourg.

Initial Settlement in Relation to DTC Global Notes

Upon the issuance of a DTC Global Note, DTC or its custodian will credit, on its internal system, the
respective principal amount of the individual beneficial interests represented by such DTC Global Note to
the accounts of persons who have accounts with DTC. Such accounts initially will be designated by or on
behalf of the relevant Agent or the Issuer, in the case of a Note sold directly by the Issuer. Ownership of
beneficial interests in a DTC Global Note will be limited to DTC Participants, including Euroclear and
Clearstream, Luxembourg, or Indirect DTC Participants. Ownership of beneficial interests in DTC Global
Notes will be shown on, and the transfer of that ownership will be effected only through, records
maintained by DTC or its nominee (with respect to interests of DTC Participants) and the records of DTC
Participants (with respect to interests of Indirect DTC Participants).

Euroclear and Clearstream, Luxembourg will hold omnibus positions on behalf of their participants
through customers’ securities accounts for Euroclear and Clearstream, Luxembourg on the books of their
respective depositaries, which in turn will hold such positions in customers’ securities accounts in such
depositaries’ names on the books of DTC.

Investors that hold their interests in a DTC Global Note through DTC will follow the settlement
practices applicable to global bond issues. Investors’ securities custody accounts will be credited with
their holdings against payment in same-day funds on the settlement date.

Investors that hold their interests in a DTC Global Note through Euroclear or Clearstream,
Luxembourg accounts will follow the settlement procedures applicable to conventional eurobonds in
registered form. The interests will be credited to the securities custody accounts on the settlement date
against payment in same-day funds.

Secondary Market Trading in Relation to DTC Global Notes

Since the purchaser determines the place of delivery, it is important to establish at the time of the
trade where both the purchaser’s and the seller's accounts are located to ensure that settlement can be
made on the desired value date. Although DTC, Euroclear and Clearstream, Luxembourg have agreed to
the following procedures in order to facilitate transfers of interests in a Regulation S Global Note and a
Restricted Global Note among participants of DTC, Euroclear and Clearstream, Luxembourg, they are
under no obligation to perform or continue to perform such procedures, and such procedures may be
discontinued at any time. Neither the Issuer nor the Trustee, any Paying Agent or the Registrar will have
any responsibility for the performance by DTC, Euroclear or Clearstream, Luxembourg or their respective
participants or indirect participants of their respective obligations under the rules and procedures
governing their operations.
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Trading between DTC Participants

Secondary market trading between DTC Participants will be settled using the procedures applicable
to global bond issues in same-day funds.

Trading between Euroclear and/or Clearstream, Luxembourg Participants

Secondary market trading between Euroclear Participants and/or Clearstream, Luxembourg
Participants will be settled using the procedures applicable to conventional eurobonds in same-day funds.

Trading between DTC Sellers and Euroclear or Clearstream, Luxembourg Purchasers

When interests are to be transferred from the account of a DTC Participant to the account of a
Euroclear Participant or a Clearstream, Luxembourg Participant, the purchaser will send instructions to
Euroclear or Clearstream, Luxembourg through a Euroclear Participant or a Clearstream, Luxembourg
Participant, as the case may be, at least one business day prior to settlement. The Euroclear Operator or
Clearstream, Luxembourg will instruct its respective depositary to receive such interest against payment.
Payment will then be made by the depositary to the DTC Participant’s account against delivery of the
interest in the relevant DTC Global Note. After settlement has been completed, the interest will be
credited to the respective clearing system, and by the clearing system, in accordance with its usual
procedures, to the Euroclear Participant’s or Clearstream, Luxembourg Participant's account. The
securities credit will appear the next day (European time) and the cash debit will be back-valued to, and
the interest on the DTC Global Note will accrue from, the value date (which would be the preceding day,
when settlement occurred in New York). If settlement is not completed on the intended value date (i.e.,
the trade fails), the Euroclear or Clearstream, Luxembourg cash debit will be valued instead as of the
actual settlement date.

Euroclear Participants and Clearstream, Luxembourg Participants will need to make available to the
relevant clearing system the funds necessary to process same-day funds settlement. The most direct
means of doing so is to preposition funds for settlement, either from cash on-hand or existing lines of
credit, as such Participants would for any settlement occurring with Euroclear or Clearstream,
Luxembourg. Under this approach, such Participants may take on credit exposure to the Euroclear
Operator or Clearstream, Luxembourg until the interests in the relevant DTC Global Note are credited to
their accounts one day later.

As an alternative, if the Euroclear Operator or Clearstream, Luxembourg has extended a line of credit
to a Euroclear Participant or a Clearstream, Luxembourg Participant, as the case may be, such
Participant may elect not to preposition funds and allow the credit line to be drawn upon to finance
settlement. Under this procedure, Euroclear Participants or Clearstream, Luxembourg Participants
purchasing interests in a DTC Global Note would incur overdraft charges for one day, assuming they
cleared the overdraft when the interests in the relevant DTC Global Note were credited to their accounts.
However, interest on the relevant DTC Global Note would accrue from the value date. Therefore, in
many cases the investment income on the interest in the relevant DTC Global Note earned during that
one-day period may substantially reduce or offset the amount of such overdraft charges, although this
result will depend on each participant’s particular cost of funds.

Since settlement takes place during New York business hours, DTC Participants can employ their
usual procedures for transferring global bonds to the respective depositaries of Euroclear or Clearstream,
Luxembourg for the benefit of Euroclear Participants or Clearstream, Luxembourg Participants. The sale
proceeds will be available to the DTC seller on the settlement date. Thus, to DTC Participants, a cross-
market sale transaction will settle no differently from a trade between two DTC Participants.
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Trading between Euroclear or Clearstream, Luxembourg Sellers and DTC Purchasers

Due to time zone differences in their favor, Euroclear Participants and Clearstream, Luxembourg
Participants may employ their customary procedures for transactions in which interests in a DTC Global
Note are to be transferred by the relevant clearing system, through its respective depositary, to a DTC
Participant at least one business day prior to settlement. In these cases, Euroclear or Clearstream,
Luxembourg will instruct its respective depositary to deliver the interest in the relevant DTC Global Note
to the DTC Participant’s account against payment. The payment will then be reflected in the account of
the Euroclear Participant or Clearstream, Luxembourg Participant the following day, and receipt of the
cash proceeds in the Euroclear Participant’s or Clearstream, Luxembourg Participant’s account would be
back-valued to the value date (which would be the preceding day, when settlement occurred in New
York). Should the Euroclear Participant or Clearstream, Luxembourg Participant have a line of credit in
its respective clearing system and elect to be in debit in anticipation of receipt of the sale proceeds in its
account, the back-valuation will extinguish any overdraft charges incurred over that one-day period. If
settlement is not completed on the intended value date (i.e., the trade fails), receipt of the cash proceeds
in the Euroclear Participant’s or Clearstream, Luxembourg Participant’s account would instead be valued
as of the actual settlement date.

Finally, day traders that use Euroclear or Clearstream, Luxembourg to purchase interests in a DTC
Global Note from DTC Participants for delivery to Euroclear Participants or Clearstream, Luxembourg
Participants should note that these trades will automatically fail on the sale side unless affirmative action
is taken. At least three techniques should be readily available to eliminate this potential problem:

e borrowing through Euroclear or Clearstream, Luxembourg for one day (until the purchase side of
the day trade is reflected in their Euroclear or Clearstream, Luxembourg accounts) in accordance
with the clearing system’s customary procedures;

e borrowing the interests in the DTC Global Note in the United States from a DTC Participant no
later than one day prior to settlement, which would give sufficient time for the Notes to be
reflected in their Euroclear or Clearstream, Luxembourg account in order to settle the sale side of
the trade; or

e staggering the value date for the buy and sell sides of the trade so that the value date for the
purchase from the DTC Participant is at least one day prior to the value date for the sale to the
Euroclear Participant or Clearstream, Luxembourg Participant.

Initial Settlement and Secondary Market Trading in relation to Bearer Notes and Global Notes
deposited with the Common Depositary

Initial settlement in Euroclear and Clearstream, Luxembourg and secondary market trading between

Euroclear Participants and/or Clearstream, Luxembourg Participants will be settled using the procedures
applicable to conventional eurobonds.

62



TAXATION

The following summary contains a description of the principal Mexican and U.S. federal income tax
considerations that may be relevant to the ownership and disposition of Notes, but it does not purport to
be a comprehensive description of all of the tax considerations that may be relevant to a decision to
purchase or dispose of Notes. This summary is based on the federal U.S. and Mexican tax laws in effect
on the date of this Offering Circular. These laws are subject to change. Any change could apply
retroactively and could affect the continued validity of this summary. This summary does not describe
any tax consequences arising under the laws of any state, locality or taxing jurisdiction other than Mexico
and the United States.

To ensure compliance with IRS Circular 230, each potential investor is hereby notified that: (a) any
discussion of U.S. federal tax issues contained or referred to in this memorandum or any document
referred to herein is no intended or written to be used, and cannot be used, by such potential investor for
the purpose of avoiding penalties that may be imposed on them under the U.S. Internal Revenue Code;
(b) such discussion is written for use in connection with the promotion or marketing of the transactions or
matters addressed herein; and (c) each potential investor should seek advice based on their particular
circumstances from an independent tax advisor.

This summary does not describe all of the tax considerations that may be relevant to a
prospective holder’s situation, particularly if such holder is subject to special tax rules. Each
prospective holder or beneficial owner of Notes should consult its tax advisor as to the Mexican,
United States or other tax consequences of the ownership and disposition of the Notes, including
the effect of any foreign, state or local tax laws.

The United States and Mexico entered into a Convention for the Avoidance of Double Taxation and
the Prevention of Fiscal Evasion with Respect to Taxes on Income, and a Protocol thereto, both signed
on September 18, 1992 and amended by additional Protocols signed on September 8, 1994 and
November 26, 2002 (the “Tax Treaty”). This summary describes the provisions of the Tax Treaty that
may affect the taxation of certain U.S. holders of Notes. The United States and Mexico have also entered
into an agreement that covers the exchange of information with respect to tax matters.

Mexico has also entered into tax treaties with various other countries (most of which are in effect) and
is negotiating tax treaties with various other countries. These tax treaties may have effects on holders of
Notes. This summary does not discuss the consequences (if any) of such treaties.

Mexican Taxation

This summary of certain Mexican federal tax considerations refers only to prospective holders of
Notes that are not residents of Mexico for Mexican tax purposes and that will not hold the Notes or a
beneficial interest therein through a permanent establishment for tax purposes in Mexico (any such non-
resident holder a “Foreign Holder”). For purposes of Mexican taxation, an individual is a resident of
Mexico if he/she has established his/her domicile in Mexico, unless he/she has a place of residence in
another country as well, in which case such individual will be considered a resident of Mexico for tax
purposes, if such individual has his/her center of vital interest in Mexico; an individual would be deemed
to maintain his/her center of vital interest in Mexico if, among other things, (i) more than 50% of his/her
total income for the calendar year results from Mexican sources, or (i) his/her principal center of
professional activities is located in Mexico. A legal entity is a resident of Mexico if it maintains the
principal place of its management in Mexico or has established its effective management in Mexico. A
Mexican national is presumed to be a resident of Mexico unless such person can demonstrate the
contrary. If a legal entity or individual has a permanent establishment for tax purposes in Mexico, such
legal entity or individual shall be required to pay taxes in Mexico on income attributable to such
permanent establishment in accordance with Mexican federal tax law.
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Taxation of Interest and Principal. Under existing Mexican laws and regulations, payments of
principal under the Notes, made by the Issuer, the Guarantor or a Subsidiary Guarantor, to a Foreign
Holder, will not be subject to any taxes or duties imposed or levied by or on behalf of Mexico.

Pursuant to the Mexican Income Tax Law and to rules issued by the Ministry of Finance and Public
Credit applicable to PEMEX, payments of interest (or amounts deemed to be interest) made by the
Issuer, the Guarantor or the Subsidiary Guarantors in respect of the Notes to Foreign Holders will be
subject to a Mexican withholding tax imposed at a rate of 4.9% if, as expected: (i) the Notes are placed
outside of Mexico by a bank or broker dealer in a country with which Mexico has a valid tax treaty in
effect, (ii) the Notes are registered with the Special Section of the Registry and evidence of such
registration is timely filed with the Ministry of Finance and Public Credit, (iii) the Guarantor timely files with
the Ministry of Finance and Public Credit (a) certain information related to the Notes and this Offering
Circular and (b) information representing that no party related to the Guarantor, directly or indirectly, is the
effective beneficiary of five percent (5%) or more of the aggregate amount of each such interest payment,
and (iv) the Guarantor or the Subsidiary Guarantor maintains records that evidence compliance with
(iii)(b) above. If these requirements are not satisfied, the applicable withholding tax rate will be higher.

Under the Tax Treaty, the Mexican withholding tax rate is 4.9% for certain holders that are residents
of the United States (within the meaning of the Tax Treaty) under certain circumstances contemplated
therein.

Payments of interest made by the Issuer, the Guarantor or a Subsidiary Guarantor in respect of the
Notes to a non-Mexican pension or retirement fund will be exempt from Mexican withholding taxes,
provided that any such fund: (i) is duly established pursuant to the laws of its country of origin and is the
effective beneficiary of the interest paid, (ii) is exempt from income tax in respect of such payments in
such country, and (iii) is registered with the Ministry of Finance and Public Credit for that purpose.

Additional Amounts. The Issuer, the Guarantor and the Subsidiary Guarantors have agreed, subject
to specified exceptions and limitations, to pay Additional Amounts to the holders of the Notes in respect of
the Mexican withholding taxes mentioned above. If the Issuer, the Guarantor or a Subsidiary Guarantor
pays Additional Amounts in respect of such Mexican withholding taxes, any refunds received with respect
to such Additional Amounts will be for the account of the Issuer, the Guarantor or such Subsidiary
Guarantor, as the case may be. See “Description of Notes—Additional Amounts.”

Holders or beneficial owners of Notes may be requested to provide certain information or
documentation necessary to enable the Issuer, the Guarantor or a Subsidiary Guarantor to establish the
appropriate Mexican withholding tax rate applicable to such holders or beneficial owners. In the event
that the specified information or documentation concerning the holder or beneficial owner, if requested, is
not provided on a timely basis, the obligation of the Issuer, the Guarantor or such Subsidiary Guarantor
as the case may be, to pay Additional Amounts will be limited. See “Description of Notes—Additional
Amounts.”

Taxation of Dispositions. Capital gains resulting from the sale or other disposition of the Notes by a
Foreign Holder will not be subject to Mexican income or other similar taxes.

Transfer and Other Taxes. There are no Mexican stamp, registration, or similar taxes payable by a
Foreign Holder in connection with the purchase, ownership or disposition of the Notes. A Foreign Holder
of Notes will not be liable for Mexican estate, gift, inheritance or similar tax with respect to the Notes.

U.S. Federal Income Taxation
The following discussion summarizes certain U.S. federal income tax considerations that may be
relevant to a holder of a Note. Except for the discussion under “—Non U.S Holders” and “—Information

Reporting and Backup Withholding,” the discussion generally applies only to a holder of Notes that is an
individual who is a citizen or resident of the United States, or a domestic corporation, or any other person
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that is subject to U.S. federal income tax on a net income basis in respect of an investment in the Notes
(a “U.S. holder”).

This summary is based on laws, regulations, rulings and decisions now in effect, all of which are
subject to change. This summary deals only with U.S. holders that will hold Notes as capital assets, and
does not address tax considerations applicable to investors that may be subject to special tax rules, such
as banks, tax-exempt entities, insurance companies, dealers in securities or currencies, certain short-term
holders of Notes, traders in securities electing to mark to market, persons that hedge their exposure in the
Notes or that will hold Notes as a position in a “straddle” or conversion transaction, or as part of a
“synthetic security” or other integrated financial transaction or persons that have a “functional currency”
other than the U.S. dollar. U.S. holders should be aware that the U.S. federal income tax consequences
of holding the Notes may be materially different for investors described in the previous sentence,
including as a result of recent changes in law applicable to investors with short-term holding periods or
that engage in hedging transactions.

Special U.S. federal income tax considerations, if any, relevant to a particular issue of Notes,
including any Indexed Notes, will be provided in the applicable Final Terms.

Investors should consult their own tax advisors in determining the tax consequences to them of
holding Notes, including the application to their particular situation of the U.S. federal income tax
considerations discussed below, as well as the application of state, local, foreign or other tax laws.

Taxation of Interest and Additional Amounts. A U.S. holder will be taxed on the gross amount of
payments of “qualified stated interest” (as defined below under “—Original Issue Discount”) and
Additional Amounts (i.e., without reduction for Mexican withholding taxes, determined utilizing the
appropriate Mexican withholding tax rate applicable to the U.S. holder) on a Note as ordinary income at
the time that such payments are accrued or are received (in accordance with the U.S. holder's method of
tax accounting). If such payments are made with respect to a Foreign Currency Note, the amount of
interest income realized by a U.S. holder that uses the cash method of tax accounting will be the U.S.
dollar value of the Specified Currency payment based on the exchange rate in effect on the date of
receipt, regardless of whether the payment in fact is converted into U.S. dollars. A U.S. holder that uses
the accrual method of accounting for tax purposes will accrue interest income on the Note in the relevant
foreign currency and translate the amount accrued into U.S. dollars based on the average exchange rate
in effect during the interest accrual period (or portion thereof within the U.S. holder’s taxable year), or, at
the accrual basis U.S. holder’s election, at the spot rate of exchange on the last day of the accrual period
(or the last day of the U.S. holder’s taxable year within such accrual period if the accrual period spans
more than one taxable year), or at the spot rate of exchange on the date of receipt, if such date is within
five business days of the last day of the accrual period. A U.S. holder that makes such election must
apply it consistently to all debt instruments from year to year and cannot change the election without the
consent of the Internal Revenue Service (the “IRS”). A U.S. holder that uses the accrual method of
accounting for tax purposes will recognize foreign currency gain or loss, as the case may be, on the
receipt of an interest payment made with respect to a Foreign Currency Note if the exchange rate in effect
on the date the payment is received differs from the rate applicable to a previous accrual of that interest
income. This foreign currency gain or loss will be treated as ordinary income or loss but generally will not
be treated as an adjustment to interest income received on the Note.

Mexican withholding taxes paid at the appropriate rate applicable to the U.S. holder will be treated as
foreign income taxes eligible for credit against such U.S. holder’s U.S. federal income tax liability, subject
to generally applicable limitations and conditions, or, at the election of such U.S. holder, for deduction in
computing such U.S. holder’'s taxable income. Interest and Additional Amounts will constitute income
from sources without the United States for U.S. foreign tax credit purposes. The calculation of foreign tax
credits and, in the case of a U.S. holder that elects to deduct foreign taxes, the availability of deductions,
involves the application of rules that depend on a U.S. holder’s particular circumstances. U.S. holders
should consult their own tax advisors regarding the availability of foreign tax credits and the treatment of
Additional Amounts.
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Purchase of Notes and Basis. A U.S. holder’s tax basis in a Note generally will equal the cost of such
Note to such holder, increased by any amounts includible in income by the holder as original issue
discount and market discount and reduced by any amortized premium (each as described below) and any
payments other than payments of qualified stated interest made on such Note. In the case of a Foreign
Currency Note, the cost of such Note to a U.S. holder will be the U.S. dollar value of the foreign currency
purchase price on the date of purchase. In the case of a Foreign Currency Note that is traded on an
established securities market, a cash basis U.S. holder (and, if it so elects, an accrual basis U.S. holder)
will determine the U.S. dollar value of the cost of such Note by translating the amount paid at the spot
rate of exchange on the settlement date of the purchase. The amount of any subsequent adjustments to
a U.S. holder’s tax basis in a Note in respect of original issue discount, market discount and premium
denominated in a Specified Currency will be determined in the manner described under “—Original Issue
Discount” and “—Premium and Market Discount” below. The conversion of U.S. dollars to a Specified
Currency and the immediate use of the Specified Currency to purchase a Foreign Currency Note
generally will not result in taxable gain or loss for a U.S. holder.

Taxation of Dispositions. Upon the sale, exchange or retirement of a Note, a U.S. holder generally
will recognize gain or loss equal to the difference between the amount realized on the sale, exchange or
retirement (less any accrued qualified stated interest, which will be taxable as such) and the U.S. holder’s
adjusted tax basis in such Note. If a U.S. holder receives a currency other than the U.S. dollar in respect
of the sale, exchange or retirement of a Note, the amount realized will be the U.S. dollar value of the
specified currency received calculated at the exchange rate in effect on the date the instrument is
disposed of or retired. In the case of a Foreign Currency Note that is traded on an established securities
market, a cash basis U.S. holder, and if it so elects, an accrual basis U.S. holder will determine the U.S.
dollar value of the amount realized by translating such amount at the spot rate on the settlement date of
the sale. The election available to accrual basis U.S. holders in respect of the purchase and sale of
Foreign Currency Notes traded on an established securities market, discussed above, must be applied
consistently to all debt instruments from year to year and cannot be changed without the consent of the
IRS.

Except as discussed below with respect to market discount, Short-Term Notes (as defined below) and
foreign currency gain or loss, gain or loss recognized by a U.S. holder generally will be long-term capital
gain or loss if the U.S. holder has held the Note for more than one year at the time of disposition. Net
long-term capital gain recognized by an individual U.S. holder is subject to a more favorable tax rate than
ordinary income or net short-term capital gain.

Gain or loss recognized by a U.S. holder on the sale, exchange or retirement of a Foreign Currency
Note generally will be treated as ordinary income or loss to the extent that the gain or loss is attributable
to changes in exchange rates during the period in which the holder held such Note. This foreign currency
gain or loss will not be treated as an adjustment to interest income received on the Notes.

Original Issue Discount. U.S. holders of Original Issue Discount Notes generally will be subject to the
special tax accounting rules for obligations issued with original issue discount (“OID”) provided by the
Code, and certain regulations promulgated thereunder (the “OID Regulations”). U.S. holders of such
Notes should be aware that, as described in greater detail below, they generally must include OID in
ordinary gross income for U.S. federal income tax purposes as it accrues, generally in advance of the
receipt of cash attributable to that income.

In general, each U.S. holder of an Original Issue Discount Note, whether such holder uses the cash
or the accrual method of tax accounting, will be required to include in ordinary gross income the sum of
the “daily portions” of OID on the Note for all days during the taxable year that the U.S. holder owns the
Note. The daily portions of OID on an Original Issue Discount Note are determined by allocating to each
day in any accrual period a ratable portion of the OID allocable to that accrual period. Accrual periods
may be any length and may vary in length over the term of an Original Issue Discount Note, provided that
no accrual period is longer than one year and each scheduled payment of principal or interest occurs on
either the final day or the first day of an accrual period. In the case of an initial holder, the amount of OID
on an Original Issue Discount Note allocable to each accrual period is determined by (a) multiplying the
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“adjusted issue price” (as defined below) of the Original Issue Discount Note at the beginning of the
accrual period by the yield to maturity of such Original Issue Discount Note (appropriately adjusted to
reflect the length of the accrual period) and (b) subtracting from that product the amount (if any) of
qualified stated interest (as defined below) allocable to that accrual period. The yield to maturity of a Note
is the discount rate that causes the present value of all payments on the Note as of its original issue date
to equal the issue price of such Note. The “adjusted issue price” of an Original Issue Discount Note at the
beginning of any accrual period will generally be the sum of its issue price (generally including accrued
interest, if any) and the amount of OID allocable to all prior accrual periods, reduced by the amount of all
payments other than payments of qualified stated interest (if any) made with respect to such Note in all
prior accrual periods. The term “qualified stated interest” generally means stated interest that is
unconditionally payable in cash or property (other than debt instruments of the issuer) at least annually
during the entire term of an Original Issue Discount Note at a single fixed rate of interest or, subject to
certain conditions, based on one or more interest indices. In the case of an Original Issue Discount Note
that is a Floating Rate Note, both the “yield to maturity” and “qualified stated interest” will generally be
determined for these purposes as though the Original Issue Discount Note will bear interest in all periods
at a fixed rate generally equal to the rate that would be applicable to the interest payments on the Note on
its date of issue or, in the case of certain Floating Rate Notes, the rate that reflects the yield that is
reasonably expected for the Note. (Additional rules may apply if interest on a Floating Rate Note is based
on more than one interest index.) As a result of this “constant yield” method of including OID in income,
the amounts includible in income by a U.S. holder in respect of an Original Issue Discount Note
denominated in U.S. dollars generally are lesser in the early years and greater in the later years than the
amounts that would be includible on a straight-line basis. All payments on an Original Issue Discount
Note (other than payments of qualified stated interest) will generally be viewed first as payments of
previously-accrued OID (to the extent thereof), with payments attributed first to the earliest-accrued OID,
and then as payments of principal.

A U.S. holder generally may make an irrevocable election to include in its income its entire return on
a Note (i.e., the excess of all remaining payments to be received on the Note, including payments of
qualified stated interest, over the amount paid by such U.S. holder for such Note) under the constant-yield
method described above. For Notes purchased at a premium or bearing market discount in the hands of
the U.S. holder, a U.S. holder making such election will also be deemed to have made the election
(discussed below in “—Premium and Market Discount”) to amortize premium or to accrue market discount
in income currently on a constant-yield basis.

In the case of an Original Issue Discount Note that is also a Foreign Currency Note, a U.S. holder
should determine the U.S. dollar amount includible in income as OID for each accrual period by (a)
calculating the amount of OID allocable to each accrual period in the Specified Currency using the
constant-yield method described above, and (b) translating the amount of the Specified Currency so
derived at the average exchange rate in effect during that accrual period (or portion thereof within a U.S.
holder’s taxable year) or, at the U.S. holder’s election (as described above under “—Payments of Interest
and Additional Amounts”), at the spot rate of exchange on the last day of the accrual period (or the last
day of the U.S. holder’s taxable year within such accrual period if the accrual period spans more than one
taxable year), or at the spot rate of exchange on the date of receipt, if such date is within five business
days of the last day of the accrual period. Because exchange rates may fluctuate, a U.S. holder of an
Original Issue Discount Note that is also a Foreign Currency Note may recognize a different amount of
OID income in each accrual period than would the holder of an otherwise similar Original Issue Discount
Note denominated in U.S. dollars. Upon the receipt of an amount attributable to OID (whether in
connection with a payment of an amount that is not qualified stated interest or the sale or retirement of
the Original Issue Discount Note), a U.S. holder will recognize ordinary income or loss measured by the
difference between the amount received (translated into U.S. dollars at the exchange rate in effect on the
date of receipt or on the date of disposition of the Original Issue Discount Note, as the case may be) and
the amount accrued (using the exchange rate applicable to such previous accrual).

A subsequent U.S. holder of an Original Issue Discount Note that purchases the Note at a cost less
than its remaining redemption amount (as defined below), or an initial U.S. holder that purchases an
Original Issue Discount Note at a price other than the Note’s issue price, also generally will be required to
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include in gross income the daily portions of OID, calculated as described above. However, if the U.S.
holder acquires the Original Issue Discount Note at a price greater than its adjusted issue price, such
holder may reduce its periodic inclusions of OID income to reflect the premium paid over the adjusted
issue price. The “remaining redemption amount” for a Note is the total of all future payments to be made
on the Note other than payments of qualified stated interest.

Floating Rate Notes generally will be treated as “variable rate debt instruments” under the OID
Regulations. Accordingly, the stated interest on a Floating Rate Note generally will be treated as
“qualified stated interest” and such a Note will not have OID solely as a result of the fact that it provides
for interest at a variable rate. If a Floating Rate Note does not qualify as a “variable rate debt instrument”,
such Note will be subject to special rules (the “Contingent Payment Regulations”) that govern the tax
treatment of debt obligations that provide for contingent payments (“Contingent Debt Obligations”). A
detailed description of the tax considerations relevant to United States holders of any such Notes will be
provided in the applicable Final Terms.

Certain of the Notes may be subject to special redemption, repayment or interest rate reset features,
as indicated in the applicable Final Terms. Notes containing such features, may be subject to special
rules that differ from the general rules discussed above. Purchasers of Notes with such features should
carefully examine the applicable Final Terms and should consult their own tax advisors with respect to
such Notes since the tax consequences with respect to such features, and especially with respect to OID,
will depend, in part, on the particular terms of the purchased Notes.

Premium and Market Discount. A U.S. holder of a Note that purchases the Note at a cost greater
than its remaining redemption amount (as defined in the third preceding paragraph) will be considered to
have purchased the Note at a premium, and may elect to amortize such premium (as an offset to interest
income), using a constant-yield method, over the remaining term of the Note. Such election, once made,
generally applies to all bonds held or subsequently acquired by the U.S. holder on or after the first taxable
year to which the election applies and may not be revoked without the consent of the IRS. A U.S. holder
that elects to amortize such premium must reduce its tax basis in a Note by the amount of the premium
amortized during its holding period. Original Issue Discount Notes purchased at a premium will not be
subject to the OID rules described above. In the case of premium in respect of a Foreign Currency Note,
a U.S. holder should calculate the amortization of such premium in the specified currency. Amortization
deductions attributable to a period reduce interest payments in respect of that period and therefore are
translated into U.S. dollars at the exchange rate used by the U.S. holder for such interest payments.
Exchange gain or loss will be realized with respect to amortized bond premium on such a Note based on
the difference between the exchange rate on the date or dates such premium is recovered through
interest payments on the Note and the exchange rate on the date on which the U.S. holder acquired the
Note. With respect to a U.S. holder that does not elect to amortize bond premium, the amount of bond
premium will be included in the U.S. holder’s tax basis when the Note matures or is disposed of by the
U.S. holder. Therefore, a U.S. holder that does not elect to amortize such premium and that holds the
Note to maturity generally will be required to treat the premium as capital loss when the Note matures.

If a U.S. holder of a Note purchases the Note at a price that is lower than its remaining redemption
amount, or in the case of an Original Issue Discount Note, its adjusted issue price, by at least 0.25% of its
remaining redemption amount multiplied by the number of remaining whole years to maturity, the Note
will be considered to have “market discount” in the hands of such U.S. holder. In such case, gain realized
by the U.S. holder on the disposition of the Note generally will be treated as ordinary income to the extent
of the market discount that accrued on the Note while held by such U.S. holder. In addition, the U.S.
holder could be required to defer the deduction of a portion of the interest paid on any indebtedness
incurred or maintained to purchase or carry the Note. In general terms, market discount on a Note will be
treated as accruing ratably over the term of such Note, or, at the election of the holder, under a constant
yield method. Market discount on a Foreign Currency Note will be accrued by a U.S. holder in the
specified currency. The amount includible in income by a U.S. holder in respect of such accrued market
discount will be the U.S. dollar value of the amount accrued, generally calculated at the exchange rate in
effect on the date that the Note is disposed of by the U.S. holder.
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A U.S. holder may elect to include market discount in income on a current basis as it accrues (on
either a ratable or constant-yield basis), in lieu of treating a portion of any gain realized on a sale of a
Note as ordinary income. If a U.S. holder elects to include market discount on a current basis, the
interest deduction deferral rule described above will not apply. Any accrued market discount on a Foreign
Currency Note that is currently includible in income will be translated into U.S. dollars at the average
exchange rate for the accrual period (or portion thereof within the U.S. holder’s taxable year). Any such
election, if made, applies to all market discount bonds acquired by the taxpayer on or after the first day of
the first taxable year to which such election applies and is revocable only with the consent of the IRS.

Short-Term Notes. The rules set forth above will also generally apply to Notes having maturities of
not more than one year (“Short-Term Notes”), but with certain modifications.

First, the OID Regulations treat none of the interest on a Short-Term Note as qualified stated interest
(but instead treat such interest payments as part of the Short-Term Note’s stated redemption price at
maturity, thereby giving rise to OID). Thus, all Short-Term Notes will be Original Issue Discount Notes.
OID will be treated as accruing on a Short-Term Note ratably, or at the election of a U.S. holder, under a
constant yield method.

Second, a U.S. holder of a Short-Term Note that uses the cash method of tax accounting and is not a
bank, securities dealer, regulated investment company or common trust fund, and does not identify the
Short-Term Note as part of a hedging transaction, will generally not be required to include OID in income
on a current basis. Such a U.S. holder may not be allowed to deduct all of the interest paid or accrued on
any indebtedness incurred or maintained to purchase or carry such Note until the Stated Maturity of the
Note or its earlier disposition in a taxable transaction. In addition, such a U.S. holder will be required to
treat any gain realized on a sale, exchange or retirement of the Note as ordinary income to the extent
such gain does not exceed the OID accrued with respect to the Note during the period the U.S. holder
held the Note. Notwithstanding the foregoing, a cash-basis U.S. holder of a Short-Term Note may elect
to accrue OID in income on a current basis (in which case the limitation on the deductibility of interest
described above will not apply). A U.S. holder using the accrual method of tax accounting and certain
cash-basis U.S. holders (including banks, securities dealers, regulated investment companies and
common trust funds) generally will be required to include OID on a Short-Term Note in income on a
current basis.

Third, any U.S. holder (whether cash or accrual basis) of a Short-Term Note can elect to accrue the
“acquisition discount”, if any, with respect to the Note on a current basis. If such an election is made, the
OID rules will not apply to the Note. Acquisition discount is the excess of the remaining redemption
amount of the Note at the time of acquisition over the purchase price. Acquisition discount will be treated
as accruing ratably or, at the election of the U.S. holder, under a constant-yield method based on daily
compounding.

Finally, the market discount rules will not apply to a Short-Term Note.

Indexed Notes and Other Notes Providing for Contingent Payments. Special rules govern the tax
treatment of debt obligations that provide for contingent payments (“contingent debt obligations”). These
rules generally require accrual of interest income on a constant-yield basis in respect of a contingent debt
obligation at a yield determined at the time of issuance of the obligation, and may require adjustments to
such accruals when any contingent payments are made. A detailed description of the tax considerations
relevant to U.S. holders of any contingent debt obligations will be provided in the applicable Final Terms.

Non-U.S. Holders. The following summary applies to holders who are not U.S. holders for U.S.
federal income tax purposes.

For non-U.S. holders, the interest income derived from the Notes generally will be exempt from U.S.
federal income taxes, including withholding tax. However, to receive this exemption non U.S. holders
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may be required to satisfy certification requirements, which are described below under the heading
“—Information Reporting and Backup Withholding,” to establish that one is not a U.S. holder.

Even if the holder is not a U.S. holder, U.S. federal income taxation may still apply to any interest
income derived in respect of the Notes if (i) the holder is an insurance company carrying on a U.S.
insurance business, within the meaning of the Internal Revenue Code, or (ii) the holder has an office or
other fixed place of business in the United States that receives the interest and the holder earns the
interest in the course of operating (1) a banking, financing or similar business in the United States or (2) a
corporation the principal business of which is trading in stock or securities for its own account, and certain
other conditions exist.

If a holder is not a U.S. holder, any gain realized on a sale or exchange of Notes generally will be
exempt from U.S. federal income tax, including withholding tax, unless (i) such income is effectively
connected with the holder’s conduct of a trade or business in the United States; or (ii) in the case of gain,
a holder is an individual holder and is present in the United States for 183 days or more in the taxable
year of the sale, and either (1) the holder’s gain is attributable to an office or other fixed place of business
that the holder maintains in the United States or (2) the holder has a tax home in the United States.

U.S. federal estate tax will not apply to a Note held by an individual holder who at the time of
death is a non-resident alien.

Information Reporting and Backup Withholding. The Paying Agent will be required to file information
returns with the IRS with respect to payments made to certain U.S. holders of Notes. In addition, certain
U.S. holders may be subject to backup withholding tax in respect of such payments if they do not provide
their taxpayer identification numbers to the Paying Agent. Persons holding Notes who are not U.S.
holders may be required to comply with applicable certification procedures to establish that they are not
U.S. holders in order to avoid the application of such information reporting requirements and backup
withholding tax.

European Union Savings Directive. Under European Council Directive 2003/48/EC on the taxation of
savings income, each member state of the European Union (a "Member State") is required to provide to
the tax authorities of another Member State details of payments of interest or other similar income paid by
a person within its jurisdiction to an individual resident in that other Member State; however, for a
transitional period, Austria, Belgium and Luxembourg will instead apply a withholding system in relation to
such payments, deducting tax at rates rising over time to 35 per cent, unless during such period they
elect otherwise.

The transitional period is to terminate at the end of the first full fiscal year following agreement by
certain non-EU countries to the exchange of information relating to such payments.

A number of non-EU countries, and certain dependent or associated territories of certain Member
States, have agreed to adopt similar measures (either provision of information or transitional withholding)
in relation to payments made by a person within its jurisdiction to an individual resident in a Member
State. In addition, the Member States have entered into reciprocal provision of information or transitional
withholding arrangements with certain of those dependent or associated territories in relation to payments
made by a person in a Member State to an individual resident in one of those territories.
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OFFERING AND SALE

The following is subject to change in the applicable Final Terms. Further, the Agents who have
agreed to purchase Notes from the Issuer will be specified in the applicable Final Terms.

Subject to the terms and conditions set forth in the Amended and Restated Distribution Agreement,
dated as of February 11, 2005, as amended (the “Distribution Agreement”), the Notes are being offered
on a continuing basis by the Issuer through Citigroup Global Markets, Inc., Citigroup Global Markets
Limited, Credit Suisse Securities (USA) LLC, Credit Suisse Securities (Europe) Limited, Goldman, Sachs
& Co., Goldman Sachs International, J.P. Morgan Securities Inc., J.P. Morgan Securities Limited, Lehman
Brothers Inc. and Lehman Brothers International (Europe) (the “Agents”), who have agreed to use
reasonable efforts to solicit purchases of the Notes. The Issuer will have the sole right to accept offers to
purchase Notes and may reject any proposed purchase of Notes as a whole or in part. The Agents shall
have the right, in their discretion reasonably exercised, to reject any offer to purchase Notes, as a whole
or in part. The Issuer will pay the Agents a commission in the amount agreed between the Agents and
the Issuer for sales made through them as Agents.

The Issuer may also sell Notes to the Agents as principals for their own accounts at a discount to be
agreed upon at the time of sale. Such Notes may be resold at prevailing market prices, or at prices
related thereto, at the time of such resale, as determined by the Agents. The Issuer reserves the right to
sell Notes directly on its own behalf or, subject to certain conditions set forth in the Distribution
Agreement, through or to brokers or dealers (acting as principal or agent) other than the Agents. No
commission will be payable to the Agents on any Notes sold directly by the Issuer. The commission
arrangements for agency sales through, or principal sales to, such other brokers or dealers will be agreed
between the Issuer and such other brokers or dealers at the time of sale.

Notes may also be sold by the Agents to or through dealers who may resell to investors. The Agents
may pay all or part of their discount or commission to such dealers.

United States

Notes in bearer form are subject to U.S. tax law requirements and may not be offered, sold or
delivered within the United States or its possessions or to a U.S. person, except in certain transactions
permitted by U.S. tax regulations. Terms used in this paragraph have the meanings given to them by the
Code and regulations thereunder.

The Notes have not been and will not be registered under the Securities Act and may not be offered
or sold within the United States or to, or for the account or benefit of, U.S. persons (as defined in
Regulation S) except in certain transactions exempt from, or not subject to, the registration requirements
of the Securities Act.

In connection with an offering of Notes, the Agents may purchase and sell the Notes in the open
market. These transactions may include over-allotment and stabilizing transactions and purchases to
cover short positions created by the Agents in connection with the offering. Stabilizing transactions
consist of certain bids or purchases for the purpose of preventing or retarding a decline in the market
price of the Notes; and short positions created by the Agents involve the sale by the Agents of a greater
number of Notes than they are required to purchase from the Issuer in the offering. The Agents also may
impose a penalty bid, whereby selling concessions allowed to broker-dealers in respect of the securities
sold in the offering may be reclaimed by the Agents if such Notes are repurchased by the Agents in
stabilizing or covering transactions. These activities may stabilize, maintain or otherwise affect the
market price of the Notes, which may be higher than the price that might otherwise prevail in the open
market; and these activities, if commenced, may be discontinued at any time. These transactions may be
effected in the over-the-counter market or otherwise.
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The Issuer has been advised by each of the Agents that any offering or sale of Notes by such Agent
will be (a) if such Notes are to be offered in the United States or to U.S. persons, only to institutions which
such Agent reasonably believes are qualified institutional buyers in reliance on Rule 144A under the
Securities Act and (b) if such Notes are to be offered outside of the United States, only to certain persons
in offshore transactions in reliance on Regulation S under the Securities Act and in accordance with
applicable law. Any offer or sale of Notes in reliance on Rule 144A will be made by broker-dealers who
are registered as such under the Exchange Act.

With respect to Notes offered to non-U.S. persons in offshore transactions in reliance on Regulation
S, each Agent has acknowledged and agreed that, except as permitted by the Distribution Agreement, it
will not offer, sell or deliver any Notes (whether as principal or agent) (i) as part of their distribution at any
time or (ii) otherwise, until 40 days after the completion of the distribution (as certified to the Trustee by
the relevant Agent) of the identifiable tranche of which such Notes are a part, within the United States or
to, or for the account or benefit of, U.S. persons.

In addition, until the expiration of the 40-day period referred to above, an offer or sale of Notes within
the United States by a dealer that is not participating in the offering may violate the registration
requirements of the Securities Act.

Terms used in the four preceding paragraphs have the meanings given them by Regulation S and
Rule 144A under the Securities Act.

The Issuer has agreed to restrictions similar to those described above with regard to sales made by it.
European Economic Area

In relation to each Member State of the European Economic Area which has implemented the
Prospectus Directive other than France (each, a “Relevant Member State”), each Agent has represented
and agreed that with effect from and including the date on which the Prospectus Directive is implemented
in that Relevant Member State (the “Relevant Implementation Date”) it has not made and will not make an
offer of the Notes of any tranche to the public in that Relevant Member State prior to the date of
publication of a prospectus in relation to such Notes which has been approved by the competent authority
in that Relevant Member State or, where appropriate, approved in another Relevant Member State and
notified to the competent authority in that Relevant Member State, all in accordance with the Prospectus
Directive, except that it may, with effect from and including the Relevant Implementation Date, make an
offer of such Notes to the public in that Relevant Member State at any time:

(a) to any legal entity which is authorized or regulated to operate in the financial markets or, if
not so authorized or regulated, whose corporate purpose is solely to invest in securities;

(b) to any legal entity which has two or more of (1) an average of at least 250 employees
during the last financial year; (2) a total balance sheet of more than €43,000,000 and (3)
an annual net turnover of more than €50,000,000, as shown in its last annual or
consolidated accounts; or

(c) in any other circumstances which do not require the publication by the Issuer of a
prospectus pursuant to Article 3 of the Prospectus Directive.

For the purposes of this provision, the expression an “offer of Notes to the public” in relation to the Notes
of any tranche in any Relevant Member State means the communication in any form and by any means
of sufficient information on the terms of the offer and the Notes to be offered so as to enable an investor
to decide to purchase or subscribe for such Notes as the same may be varied in that Member State by
any measure implementing the Prospectus Directive in that Member State, and the expression
“Prospectus Directive” means Directive 2003/71/EC and includes any relevant implementing measure in
each Relevant Member State.

72



The above selling restriction is in addition to any other selling restrictions set out below.
France

The Notes may not be offered or sold, directly or indirectly, to the public in France and none of this
Offering Circular, which has not been submitted to the clearance procedure of the Autorité des marchés
financiers, any Final Terms or any other offering materials relating to the Notes may be released, issued
or distributed or caused to be released, issued or distributed, directly or indirectly, to the public in France,
or used in connection with any for subscription, exchange or sale of the Notes to the public in France.
Any offers, sales and distributions may be made in France only in accordance with Article L. 411-2 of the
Code monétaire et financier, and in particular to (i) qualified investors (investisseurs qualifiés) and/or to
(i) a restricted circle of investors (cercle restreint d’investisseurs), in each case investing for their own
account, as defined in Articles L. 411-2, D. 411-1, D. 411-2, D. 734-1, D. 744-1, D. 754-1 and D. 764-1 of
the Code monétaire et financier. The Notes may be resold to the public in France only in compliance with
Articles L. 411-1, L. 411-2, L. 412-1 and L. 621-8 to L. 621-8-3 of the Code monétaire et financier.

Italy

Each Agent has acknowledged and agreed that the offering of the Notes has not been cleared by the
Italian Securities Exchange Commission (Commissione Nazionale per le Societa e la Borsa, the
“CONSOB”) pursuant to Italian securities legislation and, accordingly, has represented and agreed that
the Notes may not and will not be offered, sold or delivered, nor may or will copies of this Offering Circular
or any other documents relating to the Notes or the program be distributed in Italy, except in
circumstances which are exempted from the rules on solicitation of investments pursuant to Article 100 of
Legislative Decree No. 58 of February 24, 1998 (the “Financial Service Act’) and Article 33, first
paragraph, of CONSOB Regulation No. 11971 of May 14, 1999, as amended.

Each Agent has represented and agreed that any offer, sale or delivery of the Notes or distribution of
copies of this Offering Circular or any other document relating to the Notes or the program in Italy may
and will be effected in accordance with all Italian securities, tax, exchange control and other applicable
laws and regulations, and, in particular, will be: (i) made by an investment firm, bank or financial
intermediary permitted to conduct such activities in Italy in accordance with the Financial Services Act,
Legislative Decree No. 385 of September 1, 1993, as amended (the “ltalian Banking Law”), CONSOB
Regulation No. 11522 of July 1, 1998, as amended, and any other applicable laws and regulations; (ii) in
compliance with Article 129 of the ltalian Banking Law and the implementing guidelines of the Bank of
Italy, pursuant to which the issue or the offer of securities in Italy is conditioned upon obtaining
authorization from the Bank of Italy; and (iii)in compliance with any other applicable notification
requirement or limitation which may be imposed by CONSOB or the Bank of Italy.

Any investor purchasing the Notes under the program is solely responsible for ensuring that any offer
or resale of the Notes it purchased under the program occurs in compliance with applicable laws and
regulations.

This Offering Circular and the information contained therein is intended only for the use of its recipient

and is not to be distributed to any third party resident or located in Italy for any reason. No person
resident or located in Italy other than the original recipients of this document may rely on it or its content.
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In addition to the above (which shall continue to apply to the extent not inconsistent with the implementing
measures of the Prospectus Directive in Italy), after the implementation of the Prospectus Directive in
Italy, the restrictions, warranties and representations set out under the heading “European Economic
Area” above shall apply to Italy.

Switzerland

The Notes will not be listed on the SWX Swiss Exchange and this Offering Circular does not,
therefore, constitute a prospectus within the meaning of Art. 652a or 1156 of the Swiss Code of
Obligations or in accordance with the Listing Rules of the SWX Swiss Exchange.

United Kingdom
Each Agent has represented, warranted and agreed that:

(i) it has only communicated or caused to be communicated and will only communicate or cause to
be communicated any invitation or inducement to engage in investment activity (within the
meaning of section 21 of the Financial Services and Markets Act 2000 (the “FSMA”)) received by
it in connection with the issue or sale of any such Notes in circumstances in which section 21(1)
of the FSMA does not apply to the Issuer or the Guarantor; and

(ii) it has complied and will comply with all applicable provisions of the FSMA with respect to
anything done by it in relation to such Notes in, from or otherwise involving the United Kingdom.

Mexico

Each Agent has represented and agreed that it has not offered and will not offer the Notes publicly in
Mexico and that it has not and will not distribute this Offering Circular or any other materials relating to the
Notes publicly in Mexico. The Guarantor has filed an application to register the Notes in the Special
Section of the Registry. Registration of the Notes in the Special Section of the Registry does not imply
any certification as to the investment quality of the Notes, the solvency of the Issuer, the Guarantor or the
Subsidiary Guarantors or the accuracy or completeness of the information contained in this Offering
Circular. Furthermore, the information contained in this Offering Circular has not been reviewed or
authorized by the CNBV of Mexico. The Notes have not been registered in the Securities Section of the
Registry and, consequently, may not be offered or sold publicly in Mexico. Any Mexican investor who
acquires these Notes from time to time must rely on its own examination of the Issuer, Guarantor and
Subsidiary Guarantors.

Hong Kong

Each Agent has acknowledged and agreed, on behalf of itself and its respective selling agent, if any,
that (a) it has not offered or sold and will not offer or sell in Hong Kong, by means of any document, any
Notes other than to persons whose ordinary business it is to buy or sell shares or debentures (whether as
principal or agent) or in circumstances which do not constitute an offer to the public within the meaning of
the Companies Ordinance (Cap. 32) of Hong Kong; and (b) it has not issued or had in its possession for
the purpose of issue and will not issue or have in its possession for the purpose of issue any invitation,
advertisement or document relating to the Notes in Hong Kong (except if permitted to do so under the
securities laws of Hong Kong) other than with respect to Notes intended to be disposed of to persons
outside Hong Kong or only to “professional investors” within the meaning of the Securities and Future
Ordinance (Cap. 571) of Hong Kong and any rules made thereunder.

Japan

Each Agent has acknowledged and agreed that the Notes have not been registered under the
Securities and Exchange Law of Japan and, in connection with the offering of the Notes offered hereby,
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are not being offered or sold and may not be offered or sold, directly or indirectly, in Japan or to, or for the
account of, any resident of Japan or to others for offering or sale, directly or indirectly, in Japan or to, or
for the account of, any resident of Japan, except (i) pursuant to an exemption from the registration
requirements of the Securities and Exchange Law of Japan and (ii) in compliance with any other
applicable requirements of Japanese law. As part of the offering, the Agents may offer Notes in Japan to
a list of 49 offerees in accordance with the above provisions.

Singapore

This Offering Circular has not been registered as a prospectus with the Monetary Authority of
Singapore. Accordingly, each Agent has represented, warranted and agreed that it has not circulated or
distributed nor will it circulate or distribute this Offering Circular and any other document or material in
connection with the offer or sale, or invitation for subscription or purchase, of any Notes nor has it offered
or sold or caused such Notes to be made the subject of an invitation for subscription or purchase and will
not offer or sell such Notes or cause such Notes to be made the subject of an invitation for subscription or
purchase, whether directly or indirectly, to persons in Singapore other than under circumstances in which
such offer, sale or invitation does not constitute an offer or sale, or invitation for subscription or purchase,
of such Notes to the public in Singapore.

General

No action has been or will be taken in any jurisdiction that would permit a public offering of the Notes,
or the possession, circulation or distribution of this Offering Circular, any Final Terms or any other
material relating to the Issuer or the Notes, in any jurisdiction where action for such purpose is required.
Accordingly, the Notes may not be offered or sold, directly or indirectly, nor may this Offering Circular, any
Final Terms or any other offering material or advertisements in connection with the Notes be distributed or
published in or from any country or jurisdiction except under circumstances that will result in compliance
with any applicable rules and regulations of any such country or jurisdiction.

Purchasers of Notes may be required to pay stamp taxes and other charges in accordance with the
laws and practices of the country of purchase in addition to the offering price and accrued interest, if any,
set forth in the Final Terms with respect to such Notes.

Application has been made to admit the Notes to listing on the Official List of the Luxembourg Stock
Exchange and to trading on the Euro MTF.

Each of the Agents may from time to time perform various investment and/or commercial banking
services for the Issuer, the Guarantor or the Subsidiary Guarantors in the ordinary course of their
business and receive separate fees for the provision of such services.

The lIssuer, the Guarantor and the Subsidiary Guarantors have agreed to indemnify the Agents

against certain liabilities in connection with the offering of the Notes, including liabilities under the
Securities Act.
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VALIDITY OF THE NOTES

The validity under New York law of the Notes, and the Guaranties and the Subsidiary Guaranty
Agreement will be passed upon by Cleary Gottlieb Steen & Hamilton LLP, New York counsel for the
Issuer, the Guarantor and the Subsidiary Guarantors, and by Sullivan & Cromwell LLP or such other
counsel as is specified in the applicable Final Terms as New York counsel for the Agents. Certain legal
matters governed by Mexican law will be passed upon by the General Counsel of the Guarantor, and by
Ritch Mueller, S.C., special Mexican counsel for the Agents. Certain legal matters governed by Delaware
Law will be passed upon by Richards, Layton & Finger, P.A., special Delaware counsel to the Issuer.

PUBLIC OFFICIAL DOCUMENTS AND STATEMENTS

The information included under the heading “ltem 3—Key Information “Exchange Rates” and “ltem
4—Information on the Company—United Mexican States” in the Form 20-F has been extracted or derived
from a publication of or sourced from Mexico or one of its agencies or instrumentalities. Other information
included herein has been extracted, derived or sourced from official publications of PEMEX, which is a
governmental agency of Mexico, and is included herein on the authority of such publication or source as a
public official document of Mexico. The Issuer takes responsibility for having accurately reproduced any
such information from the respective public official document of Mexico. All other information herein is
included as a public official statement made on the authority of the Director General of the Guarantor,
Jesus Reyes Heroles Gonzales Garza.
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ANNEX A
RECENT DEVELOPMENTS

The following discussion of PEMEX’s recent results should be read in conjunction with the Form 20-F,
in particular, “ltem 4—Information on the Company” and “ltem 5—OQOperating and Financial Review and
Prospects” in the Form 20-F and the Financial Statements.

Exchange Rates

On October 9, 2007, the noon buying rate for cable transfers in New York reported by the Federal
Reserve Bank of New York was Ps. 10.8281 = U.S. $1.00.

Capitalization of PEMEX

The following table sets forth the capitalization of PEMEX, at December 31, 2006 and June 30, 2007,
as calculated in accordance with Mexican FRS. The figures are not directly comparable because they
are stated in constant pesos as of different dates; however, no material difference would result from a
restatement of the figures to constant pesos at June 30, 2007, as the inflation for the six-month period
was 0.5%.

At December 31,
2006
(millions of
constant pesos
as of December

At June 30, 2007"?

(millions of constant pesos or
U.S. dollars as of

31, 2006) June 30, 2007)

Long-term external debt...............c.......... Ps. 441,641 Ps. 379,912 U.S.$ 35,195
Long-term domestic debt........................ 63,833 96,951 8,981

Total long-term debt® ...................... Ps. 505,474 Ps. 476,863 US.§ 44,176
Certificates of Contribution “A”® ... Ps. 93,445 Ps. 93,926 U.S.$ 8,701
Mexican Government increase in

equity of Subsidiary Entities® ............ 128,468 129,177 11,967

Surplus in the restatement of equity ....... 154,101 159,918 14,815
Effect on equity from labor obligations.... (46,576) (46,816) (4,337)
Effect of derivative financial
instruments® ..., (1,698) (1,607) (149)
Accumulated 10SSeS........ccevvviiieeiiiieeens (333,038) (289,267) (26,797)
Net income (loss) for the period®........... 45,252 26,968 2,498

Total equity .....ooovri 39,954 72,299 6,698
Total capitalization.............ccccceevvevveennn.. Ps. 545,428 Ps. 549,162 U.S.$ 50,874

Notes: Numbers may not total due to rounding.

(1) Unaudited. Convenience translations into U.S. dollars of amounts in pesos have been made at the established exchange rate

of Ps. 10.7946 = U.S. $1.00 at June 30, 2007. Such translations should not be construed as a representation that the peso
amounts have been or could be converted into U.S. dollar amounts at the foregoing or any other rate.

(2) As of the date of the filing of this document, there has been no material change in the capitalization of PEMEX since June 30,
2007, except for PEMEX’s undertaking of new financings as disclosed under “Liquidity and Capital Resources—Recent
Financing Activities” in this Annex.

(3) Total long-term debt does not include short-term indebtedness of Ps. 63,841 million at December 31, 2006 and Ps. 71,926
million at June 30, 2007. See “ltem 5—Operating and Financial Review and Prospects—Liquidity and Capital Resources—
2006 Financing Activities” in the Form 20-F and “Recent Developments—Liquidity and Capital Resources—Recent Financing
Activities” in Annex A to this Offering Circular.
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(4)  Equity instruments held by the Mexican Government.

(5) In the first six months of 2006, the equity of the Subsidiary Entities increased by Ps. 2.7 million. This increase in equity was
derived mainly from amounts that the Mexican Government transferred to Petréleos Mexicanos on various dates during 2006
as reimbursements of the excess gains revenue duty paid by PEMEX during the year. See “ltem 5—Operating and Financial
Review and Prospects—Liquidity and Capital Resources—Equity Structure and Certificates of Contribution ‘A” in the Form
20-F and Note 15 to the Financial Statements.

(6) The income for June 30, 2007 relates to the income for the six-month period then ended.

Sources: Financial Statements. Petréleos Mexicanos for unaudited interim information.

Results of Operations of Petréleos Mexicanos, the Subsidiary Entities and the Subsidiary
Companies — First Six Months of 2007 Compared to First Six Months of 2006

The interim financial information set forth below has been derived from the unaudited condensed
consolidated interim financial data of PEMEX for the six-month periods ended June 30, 2006 and 2007,
which has been reported by PEMEX to the CNBV in Mexico. The consolidated interim financial
information set forth below was prepared in accordance with Mexican FRS, and the information contained
herein does not contain all of the information and disclosures normally included in interim financial
statements prepared in accordance with Mexican FRS. This unaudited condensed consolidated interim
financial information was not reconciled to U.S. GAAP.

Six months ended June 30,
2006 2007 @
(millions of constant pesos as of June 30, 2007
of U.S. dollars)

Net sales
DOMESLIC ... Ps. 272,909 Ps. 278,846 U.S.$ 25,832
EXPOt ... 270,283 233,680 21,648
Total..ooiiii 543,192 512,526 47,480

Other revenues (net) 28,939 37,200 3,446
Total revenues® ..o, 572,131 549,726 50,926
Costs and operating expenses .............cccccceceieenen. 226,041 235,086 21,778
Comprehensive financing result® ........................... 27,049 14,737 1,365
Income before taxes and duties.............cccceeeviieennnns 319,041 299,903 27,783
Taxes and duties
Hydrocarbon extraction duties and other.............. 298,914 272,935 25,284
Total..ooeee 298.914 272.935 25.284
Net income (loss) for the period............cccccvvvieeeennn. Ps. 20127 Ps. 26.968 US$ 2499

(1) Unaudited.

(2) Convenience ftranslations into U.S. dollars of amounts in pesos have been made at the established exchange rate of Ps.
10.7946 = U.S. $1.00 at June 30, 2007. Such translations should not be construed as a representation that the peso amounts
have been or could be converted into U.S. dollars at the foregoing or any other rate.

(3) Includes the IEPS Tax, which is described in “ltem 5—Operating and Financial Review and Prospects—IEPS Tax, Excess
Gains Duty, Hydrocarbon Duties and Other Taxes” in the Form 20-F, as part of Other Revenues, net in 2006 and 2007, when
the IEPS Tax rate was negative.

(4) Includes exchange rate losses in the amount of Ps. 15,691 million in the first six months of 2006 and exchange rate gains in the
amount of Ps. 158 million in the first six months of 2007.

Source: Petroleos Mexicanos.

Sales
During the first six months of 2007, total sales were Ps. 512.5 billion, representing a decrease of

6.0% from total sales in the first six months of 2006 of Ps. 543.2 billion. Total sales revenue did not
include the IEPS Tax in either the first half of 2006 or the first half of 2007 because the IEPS Tax rate was
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negative during both periods. The decrease in total sales resulted primarily from a 13.5% decrease in
export sales in the first six months of 2007 (which is described below under “—Export Sales”).

Domestic Sales

Domestic sales increased by 2.2% in the first six months of 2007, from Ps. 272.9 billion in the first six
months of 2006 to Ps. 278.8 billion in the first six months of 2007, due to a 2.3% increase in sales of
petroleum products, a 7.7% increase in petrochemical sales and a 0.7% increase in natural gas sales.
Sales of natural gas increased by 0.7% in the first six months of 2007, from Ps. 40.4 billion in the first six
months of 2006 to Ps. 40.7 billion in the first six months of 2007, due to an increase in the volume of
sales. Domestic sales of petroleum products increased by 2.3% in the first six months of 2007, from
Ps. 220.7 billion in the first six months of 2006 to Ps. 225.7 billion in the first six months of 2007, primarily
due to an increase in sales prices of gasoline and diesel, as well as an increase in sales volumes.
Domestic petrochemical sales (including sales of certain by-products of the petrochemical production
process) increased by 5.1%, from Ps. 11.8 billion in the first six months of 2006 to Ps. 12.4 billion in the
first six months of 2007, due to an increase in domestic prices.

Export Sales

In the first six months of 2007, total consolidated export sales (with dollar-denominated export
revenues translated to pesos at the exchange rate on the date on which the export sale was made)
decreased by 13.5%, from Ps. 270.3 billion in the first six months of 2006 to Ps. 233.7 billion in the first
six months of 2007. Excluding the trading activities of the PMI Group, export sales by the Subsidiary
Entities to the PMI Group and third parties decreased by 12.6%, from Ps. 230.4 billion in the first six
months of 2006 to Ps. 201.4 billion in the first six months of 2007. In dollar terms, excluding the trading
activities of the PMI Group, export sales (which are dollar-denominated) decreased by 9.8% in the first six
months of 2007, from U.S. $20.4 billion in the first six months of 2006 to U.S. $18.4 billion in the first six
months of 2007. This decrease was mainly the result of a 2.4% decrease in crude oil export prices for
export sales by the Subsidiary Entities to the PMI Group and a 10% decrease in the volume of crude oil
export sales.

The trading and export activities of the PMI Group generated additional marginal revenues of Ps. 32.3
billion in the first six months of 2007, as compared to Ps. 39.9 billion in the first six months of 2006, due to
a decrease in prices. This decrease was mainly the result of a 1.6% decrease in crude oil export prices.

Crude oil sales by Pemex-Exploration and Production to PMI for export accounted for 87.8% of export
sales (excluding the trading activities of the PMI Group) in the first six months of 2007, as compared to
90.3% in the first six months of 2006. These crude oil sales decreased in peso terms by 15.0% in the first
six months of 2007, from Ps. 208.1 billion in the first six months of 2006 to Ps. 176.8 billion in the first six
months of 2007, and decreased in dollar terms by 12.0% in the first six months of 2007, from U.S. $18.4
billion in the first six months of 2006 to U.S. $16.2 billion in the first six months of 2007. The weighted
average price per barrel of crude oil that Pemex-Exploration and Production sold to PMI for export in the
first six months of 2007 was U.S. $52.06, 2.4% lower than the weighted average price of U.S. $53.33 per
barrel in the first six months of 2006.

Export sales of petroleum products by Pemex-Refining and Pemex-Gas and Basic Petrochemicals to
the PMI Group and third parties represented 8.9% of export sales (excluding the trading activities of the
PMI Group) in the first six months of 2006 and represented 10.4% in the first six months of 2007. Export
sales of petroleum products decreased by 0.5%, from 20.7 billion in the first six months of 2006 to Ps.
20.6 billion in the first six months of 2007, primarily due to a decrease in the volume of sales of PEMEX'’s
principal petroleum products, such as jet fuel, naphtha and virgin stock. In dollar terms, export sales of
petroleum products increased by 5.6% from U.S. $1.8 billion in the first six months of 2006 to U.S. $1.9
billion in the first six months of 2007.

Export sales of natural gas represented 0.1% of total export sales (excluding the trading activities of
the PMI Group) in the first six months of 2006, as compared to 1.2% in the first six months of 2007.
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Petrochemical products accounted for the remainder of export sales in the first six months of 2006
and 2007. Export sales of petrochemical products (including certain by-products of the petrochemical
process) decreased by 14.3%, from Ps. 1.4 billion in the first six months of 2006 to Ps. 1.2 billion in the
first six months of 2007. In dollar terms, export sales of petrochemical products (including certain by-
products of the petrochemical process) decreased by 8.6% in the first six months of 2007, from
U.S. $125.2 million in the first six months of 2006 to U.S. $114.4 million in the first six months of 2007,
primarily due to a decrease in the volume of monoethylene exports.

Other Revenues and Expenses

Other revenues, net, increased by Ps. 8.3 billion, from a net revenue of Ps. 28.9 billion in the first six
months of 2006 to a net revenue of Ps. 37.2 billion in the first six months of 2007, primarily as a result of
the marking to market the Repsol shares owned by PEMEX.

Costs and Operating Expenses

Costs of sales, distribution and administrative expenses increased by 4.0%, from Ps. 226.0 billion in
the first six months of 2006 to Ps. 235.1 billion in the first six months of 2007. This increase was primarily
due to an increase in product purchases, mainly gasoline, diesel and liquefied gas, an increase in costs
associated with the labor reserve for pension obligations and an increase in the value of crude oil and
petroleum product inventories.

Comprehensive Financing Result

Under Mexican FRS, comprehensive financing result reflects interest income (including gains and
losses on certain derivative instruments), interest expense, foreign exchange gain or loss and the gain or
loss attributable to the effects of inflation on monetary liabilities and assets. A substantial portion of
PEMEX’s indebtedness (78.9% at June 30, 2007) is denominated in U.S. dollars, so a depreciation of the
peso against the U.S. dollar results in foreign exchange loss and higher peso-denominated interest
expense.

In the first six months of 2007, comprehensive financing result decreased by 45.6%, from Ps. 27.0
billion in the first six months of 2006 to Ps. 14.7 billion in the first six months of 2007, primarily as a result
of the following:

e The appreciation of the peso against the U.S. dollar in the first six months of 2007 in comparison
to a depreciation of the peso in the same period of 2006 resulted in a Ps. 15.9 billion decrease in
net foreign exchange losses, from a net loss of Ps. 15.7 billion in the first six months of 2006 to a
net gain of Ps. 0.2 billion in the first six months of 2007.

e In the first six months of 2006 and 2007, PEMEX’s average monetary liabilities exceeded its
average monetary assets, resulting in a net gain in monetary position. The net gain in monetary
position, which amounted to Ps. 2.1 billion in the first six months of 2007, was Ps. 0.6 billion, or
22.2%, less than the net gain in monetary position in the first six months of 2006 of Ps. 2.7 billion,
due to a decrease in the inflation rate (from 0.7% in the first six months of 2006 to 0.5% in the first
six months of 2007).

e Net interest and financial products expense increased by 20.6% in the first six months of 2007,
from Ps. 14.1 billion in the first six months of 2006 to Ps. 17.0 billion in the first six months of
2007, primarily as a result of repurchases by the Master Trust of approximately $1.1 billion of its
debt securities and losses arising from derivative transactions entered into by RepCon Lux, S.A.
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Taxes and Duties

Hydrocarbon extraction duties and other duties and taxes decreased by 8.7%, from Ps. 298.9 billion
in the first six months of 2006 to Ps. 272.9 billion in the first six months of 2007, largely due to a decrease
in crude oil exports. Taxes and duties represented 53.3% of total sales in the first six months of 2007, as
compared to 55.0% in the first six months of 2006.

Income/(Loss)

In the first six months of 2007, PEMEX reported net income of Ps. 27.0 billion on Ps. 549.7 billion in
total revenues, as compared with a net income of Ps. 20.1 billion on Ps. 572.1 billion in total revenues in
the first six months of 2006. The 34.3% increase in net income from the first six months of 2006 to the
first six months of 2007 resulted primarily from a Ps. 26.0 billion decrease in taxes and duties, a Ps. 8.3
billion increase in other net revenues and a Ps. 12.3 billion decrease in comprehensive financing cost,
which more than offset a Ps. 39.8 billion decrease in operating income, in each case as compared to the
first six months of 2006.

Liquidity and Capital Resources
Commitments for Capital Expenditures and Sources of Funding

A number of our financing agreements contain restrictions on (a) PEMEX's ability to create liens
on its assets to secure external indebtedness, subject to certain exceptions, (b) PEMEX's ability to enter
into forward sales of crude oil or natural gas, receivables financings and advance payment arrangements,
subject to certain baskets, and (c) PEMEX's ability to merge or consolidate with other entities or sell all or
substantially all of its assets. In addition, a number of our financing agreements, including the Notes,
contain events of default, including an event of default if the Mexican Government ceases to control
Petréleos Mexicanos or Petroleos Mexicanos or any of the Subsidiary Guarantors ceases to have the
exclusive right and authority to conduct the Petroleum Industry on behalf of Mexico. At September 30,
2007, PEMEX was not in default on any of its financing agreements.

Recent Financing Activities

During the period from June 1 to September 30, 2007 the Master Trust obtained U.S. $42.4
million in nominal terms from export credit agencies for use in financing PIDIREGAS. In addition, PEMEX
participated in the following activities:

e onJune 22, 2007, the Master Trust issued through an inter-company private placement U.S.
$2,000,000,000 of Floating Rate Notes due in 2020, under its Medium-Term Note Program
Series A; all of the notes were purchased by Petréleos Mexicanos;

e onJuly 27, 2007, the Master Trust issued through an inter-company private placement U.S.
$1,000,000,000 of Floating Rate Notes due in 2023, under its Medium-Term Note Program
Series A; all of the notes were purchased by Petréleos Mexicanos; and

e on August 24, 2007, the Master Trust issued through an inter-company private placement
U.S. $1,000,000,000 of Floating Rate Notes due in 2023, under its Medium-Term Note
Program Series A; all of the notes were purchased by Petréleos Mexicanos.

The inter-company private placements described above did not increase our consolidated net
indebtedness.

In addition, on September 7, 2007 Petréleos Mexicanos and the Master Trust entered into a
revolving credit agreement with a group of international financial institutions providing for up to U.S. $2.5
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billion in two tranches, which mature in September 2010 and September 2012; this facility replaces a U.S.
$1.25 billion revolving credit agreement dated May 3, 2006 and a U.S. $1.25 billion revolving credit
agreement dated July 15, 2005 and contains improved financial terms; borrowings under the new facility
may be made only by the Master Trust and are guaranteed by Petr6leos Mexicanos.

On October 10, 2007, the Master Trust launched two sets of tender offers. In the first, the Master
Trust is offering to purchase for cash any and all of the outstanding principal amounts of the debt
securities issued by the Master Trust listed in the table below ("Any and All Tender Offers"), on the terms
and subject to the conditions set forth in its offer to purchase dated October 10, 2007 and the
accompanying letter of transmittal.

Outstanding

Series of Securities Principal Amount
8.00% Notes due 2011 U.S.$ 737,434,000
7.375% Notes due 2014 1,553,409,000
5.750% Notes due 2015 1,721,490,000
9 %% Guaranteed Bonds due 2018 335,427,000
8.625% Bonds due 2022 784,244,000
8.625% Guaranteed Bonds due 2023 240,655,000
9.50% Guaranteed Bonds due 2027 580,158,000

In the second, the Master Trust is offering to purchase for cash a portion of the outstanding
principal amounts of the debt securities issued by the Master Trust listed in the two following tables (the
"Partial Tender Offers" and, together with the Any and All Tender Offers, the "Offers"), on the terms and
subject to the conditions set forth in its offer to purchase dated October 10, 2007 and the accompanying
letter of transmittal. The Offers are a part of PEMEX's ongoing efforts to manage its external liabilities.

Fixed Rate Securities Outstanding Principal
Series of Securities Principal Amount Purchase Amount
8.50% Notes due 2008 U.S.$ 945,405,000 U.S.$ 114,000,000
6.125% Notes due 2008 733,675,000 89,000,000
9%% Guaranteed Notes due 2008 474,023,000 57,000,000
7.875% Notes due 2009 912,154,000 110,000,000
9.125% Notes due 2010 929,618,000 112,000,000
Floating Rate Notes and Outstanding Principal
Perpetual Bonds Series of Securities Principal Amount Purchase Amount
Guaranteed Floating Rate Notes due 2009 U.S.$ 460,000,000 US.$ 56,000,000
7.75% Guaranteed Perpetual Bonds 1,740,402,000 210,000,000
Guaranteed Floating Rate Notes due 2010 1,396,495,000 169,000,000
Guaranteed Floating Rate Notes due 2012 687,141,000 83,000,000

For a description of PEMEX’s commitments for capital expenditures and sources of funding, see
“ltem 5—Operating and Financial Review and Prospects—Liquidity and Capital Resources” in the
Form 20-F.



Business Overview
Set forth below is selected summary operating data relating to PEMEX.

Six months ended

June 30,
2006 2007

Operating Highlights
Production

Crude oil (tbpd)...cccvvveeiiieiieennn 3,337 3,162

Natural gas (mmcfpd)................. 5,188 5,925

Refined products (tbpd).............. 1,556 1,566

Petrochemicals'" (mt) e 5,415 6,122
Monthly average crude oil exports

(tbpd)

Olmeca......cccceeeeeeiiiiii 234 202

ISthmuS ..., 89 31

Maya(z) ........................................ 1,585 1,485

Total...eeeei 1,908 1,718
Value of crude oil exports

(value in millions of U.S.

dONars) .......ccooveevciiieeiee e 18,369 16,299
Monthly average PEMEX crude oil

export prices per barrel®

Olmeca ... U.S. $64.72 U.S. $62.65

ISthmus ... 57.28 57.82

Maya.......coooviiiiei 51.29 50.86

Weighted average price™®........... 53.16 52.32
Monthly average West Texas

Intermediate crude oil average

price per barrel®........................ U.S. $66.90 U.S. $61.53

Notes: Numbers may not total due to rounding.
tbpd = thousands of barrels per day; mmcfpd = millions of cubic feet per day; mtpy = thousands of tons per year
(1) Excludes ethane and butane gases.
(2) Subject to adjustment to reflect the percentage of water in each shipment.
(3) Average price during period indicated based on billed amounts.
(4) On October 9, 2007, the weighted average price of PEMEX's crude oil export mix was U.S. $67.54 per barrel.
(5) On October 9, 2007, the West Texas Intermediate crude oil spot price was U.S. $80.26 per barrel.
Sources: June 2006 and June 2007 Indicadores Petroleros and P.M.I. Comercio Internacional, S.A. de C.V.



Gas and Basic Petrochemicals
Pricing Decrees

On September 26, 2007, President Felipe Calder6n issued an executive decree requiring the
Ministry of Finance and Public Credit, the Ministry of Economy, the Ministry of Energy and the Comisién
Reguladora de Energia (the Energy Regulatory Commission) to suspend the periodic update
mechanisms and increases in tariffs and prices of electricity for residential use, unleaded gasoline, diesel
gas and LPG. The Procuraduria Federal del Consumidor (Federal Consumer Commission) will oversee
final distributors’ compliance with the price controls. This decree became effective on September 28,
2007 and will expire on December 31, 2007.

Environmental Regulation
Pemex's Internal Monitoring
Pipeline Explosions

In September 2007, PEMEX reported explosions in its natural gas, crude oil and LPG pipelines in the
State of Veracruz. The explosions were deliberately caused by a series of detonated bombs. The
People’s Revolutionary Army claimed responsibility for the attack. Natural gas supply was immediately
suspended in the areas where pipelines were damaged and several communities were evacuated.
PEMEX and local authorities were able to contain and extinguish the fires caused by the explosions.
PEMEX repaired the damaged pipelines to re-establish normal supply of crude oil, natural gas and LPG
one week and a half later.

Taxes and Duties
New Fiscal Regime for PEMEX

On October 1, 2007, a modification to the Ley Federal de Derechos (Federal Duties Law) was
published in the Diario Oficial de la Federacion (Official Gazette of the Federation). Effective January 1,
2008, the fiscal regime applicable to Pemex-Exploration and Production will be modified as follows:

e Ordinary Hydrocarbons Duty: The applicable rate for this duty will decrease from 74.0% in
2008, to 73.5% in 2009, to 72.5% in 2010, to 72.0% in 2011 and to 71.5% in 2012. Under the
current regime, this portion is variable and fluctuates between 78.68% and 87.81%,
depending on the weighted average of Mexican crude oil export prices during each year. The
rate of the Ordinary Hydrocarbons Duty allocated to Mexican states will increase from 76.6%
to 85.31%. In addition, the portion of the Ordinary Hydrocarbons Duty that will be assigned to
Municipalities located on the border or coast where hydrocarbons are exported will gradually
increase by a factor of .00042 to .00047 in 2012.

e Duty for the Fund for Scientific and Technological Research on Energy: The rate will increase
from 0.15% of the value of extracted crude oil and natural gas production for 2008 to 0.65%
in 2012. In 2009, it will decrease to 0.30%, 0.40% in 2010 and 0.50% in 2011. Under the
current regime, a fixed rate of 0.05% is applied to the value of extracted crude oil and natural
gas production for the year.

e Sole Hydrocarbons Duty: For this new duty, a floating annual rate is applied to the value of
the extracted crude oil and natural gas from abandoned fields or fields that are in the process
of being abandoned. Rates will fluctuate between 37% and 57%, depending on the weighted
average Mexican crude oil export price.
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e Additional Duty: This duty, which is applied if and only if annual crude oil production is below
target production according to the applicable formula, is eliminated under the new fiscal
regime.

Directors, Senior Management and Employees

On July 17, 2007, Petrdleos Mexicanos and the Petroleum Workers’ Union executed a new collective
bargaining agreement that became effective on August 1, 2007. The terms of the new agreement provide
for a 4.25% increase in wages and a 1.6% increase in other benefits. By its terms, the new collective
bargaining agreement is scheduled to expire on July 31, 2009.

Legal Proceedings

In the normal course of business, PEMEX is named in a number of lawsuits of various types. PEMEX
evaluates the merit of each claim and assesses the likely outcome, accruing a contingent liability when an
unfavorable decision is probable and the amount is reasonable estimable. Other than as disclosed
below, PEMEX does not believe a materially unfavorable outcome is probable for any known or pending
lawsuits or threatened litigation for which PEMEX has not made any accruals.

In December 2004, Corporacion Mexicana de Mantenimiento Integral, S. de R.L. de C.V.
(“COMMISA”) filed a claim before the International Chamber of Commerce (the “ICA”) against Pemex-
Exploration and Production for, among other things, the breach of a construction agreement in connection
with two platforms in the Cantarell complex. On January 26, 2007, COMMISA filed a claim seeking
U.S. $292 million and Ps. 37.5 million and Pemex-Exploration and Production filed a detailed
counterclaim seeking U.S. $125.9 million and Ps. 41.5 million. On August 10, 2007, each party filed their
responses to the claim and counterclaim, respectively. On September 10, 2007, both parties filed their
replies, in which COMMISA modified its claim and is, as of the date of this Offering Circular, seeking
U.S. $319.9 million and Ps. 37.2 million in damages. The parties are required to file their rejoinders
before October 10, 2007.

In January 2005, COMBISA, S. de R.L. de C.V. (“COMBISA”) filed a claim before the ICA against
Pemex-Exploration and Production seeking approximately U.S. $235.8 million plus interest for, among
other things, the breach of a construction agreement in connection with three platforms in the Cantarell
complex. In April 2005, Pemex-Exploration and Production responded to the claim and filed a
counterclaim against COMBISA, seeking approximately U.S. $12.3 million. On July 23, 2007 a final award
was made. COMBISA was ordered to pay U.S. $4.6 million and Pemex-Exploration and Production was
ordered to pay U.S. $61.3 million as well as financial expenses and the corresponding value added tax.
Both parties requested an additional decision to clarify this final award, which decision, as of the date of
this Offering Circular, is still pending.

In February 2005, COMMISA filed a claim before the ICA against Pemex-Exploration and Production
seeking approximately U.S. $142.4 million and Ps. 40.2 million for, among other things, the breach of an
agreement in connection with two vessels in the Cantarell complex. In May 2005, Pemex-Exploration and
Production responded to the claim and filed a counterclaim against COMMISA, seeking approximately
U.S. $2.1 million and Ps. 488,000. On September 6, 2007, the proceeding to furnish additional evidence
concluded. A final decision is still pending as of the date of this Offering Circular.

Tejas Gas de Toluca, S. de R. L. de C. V. commenced an arbitration proceeding against Gas Natural
México S. A. de C. V. (“GNM”) and Pemex-Gas and Basic Petrochemicals, seeking compliance with a
Memorandum of Understanding and its annexes entered into in connection with the construction and
operation of the Palmillas-Toluca pipeline as well as for the execution of a transportation agreement. As
of the date of this Offering Circular, the arbitration panel has been formed, but the initial arbitration report
is still pending.
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In August 2007, a civil claim was filed by Leoba Rueda Nava against Petréleos Mexicanos and
Pemex-Refining before the Juzgado Decimocuarto de Distrito del Décimo Circuito (Fourteenth District
Court of the Tenth Circuit) in Coatzacoalcos, Veracruz seeking approximately Ps. 1,200 million for,
among other things, civil liability and damages resulting from the pollution of land used to store oil waste
in accordance with an agreement entered into in 1987 by and among Leoba Rueda Nava, Petrbleos
Mexicanos and Pemex-Refining.

A request for constitutional relief known as an amparo was filed by Minera Carbonifera Rio
Escondido, S.A. de C.V. and Minerales Monclova, S.A. de C.V. against several officers of PEMEX and
Pemex-Exploration and Production, claiming that a certain construction contract is unconstitutional
because the officers who executed the agreement did not have the appropriate authority. As of the date
of this Offering Circular, a final judgment is still pending.

United Mexican States

The following information regarding Mexico should be read in conjunction with “ltem 4—Information
on the Company—United Mexican States” in the Form 20-F.

The Economy
Gross Domestic Product

According to preliminary figures, Mexico’s gross domestic product (“GDP”) grew by 2.7% in real terms
during the second quarter of 2007, as compared with the same period of 2006. The transportation,
storage and communications sector grew by 7.3%; the financial services, insurance and real estate sector
grew by 4.8%; the electricity, gas and water sector grew by 4.1%; the community, social and personal
services sector grew by 2.0%; the agriculture, livestock, fishing and forestry sector grew by 2.0%; the
commerce, hotels and restaurants sector grew by 1.9%; the construction sector grew by 1.6%; the
mining, petroleum and gas sector grew by 1.0%; and the manufacturing sector grew by 0.2%, each in real
terms, as compared with the same period of 2006.

Prices and Wages

Inflation (as measured by the change in the national consumer price index) for the first eight months
of 2007 was 1.42%, 0.02 percentage points lower than inflation for the same period of 2006.

Interest Rates

During the first eight months of 2007, interest rates on 28-day Treasury bills (“Cetes”) averaged
7.12% and interest rates on 91-day Cetes averaged 7.28%, as compared with average rates on 28-day
Cetes of 7.27% and interest rates on 91-day Cetes of 7.35%, during the same period of 2006. On
September 18, 2007, the 28-day Cetes rate was 7.22% and the 91-day Cetes rate was 7.37%.

Financial System
Central Bank and Monetary Policy

During the first seven months of 2007, the M1 money supply (defined as bills and coins held by the
public, plus checking accounts denominated in local currency and foreign currency, plus interest-bearing
deposits denominated in pesos and operated by debit cards) increased by 2.4% in real terms, as
compared to the same period of 2006. In addition, checking account deposits denominated in pesos
increased by 4.1% in real terms during the first seven months of 2007, as compared to the same period of
2006.
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During the first seven months of 2007, financial savings increased by 6.7% in real terms, as
compared to the same period of 2006. Savings generated by Mexican residents increased by 5.9% in
real terms and savings generated by non-residents increased by 29.5% in real terms during the first
seven months of 2007, each as compared to the same period of 2006.

At September 20, 2007, the monetary base totaled Ps. 406.3 billion, a 9.7% nominal decrease from
the level of Ps. 449.8 billion at December 29, 2006. Banco de México estimates that the monetary base
will total approximately Ps. 505.3 billion at December 31, 2007.

External Sector of the Economy
Foreign Trade

During the first seven months of 2007, according to preliminary figures, Mexico registered a trade
deficit of U.S. $5.8 billion, as compared with a surplus of U.S. $0.2 billion for the same period of 2006.
Merchandise exports increased by 5.7% during the first seven months of 2007, to U.S. $150.6 billion, as
compared to U.S. $142.5 billion for the same period of 2006. During the first seven months of 2007,
petroleum exports decreased by 5.3%, while non-petroleum exports increased by 7.9%, each as
compared with the same period of 2006.

During the first seven months of 2007, according to preliminary figures, total imports grew by 9.9% to
U.S. $156.3 billion, as compared with U.S. $142.3 billion for the same period of 2006. During the first
seven months of 2007, imports of intermediate goods increased by 8.5%, imports of capital goods
increased by 11.6% and imports of consumer goods increased by 15.7%, each as compared with the first
seven months of 2006.

Balance of International Payments

According to preliminary figures, during 2006, Mexico’s current account registered a deficit of U.S.
$2.4 billion, as compared to a deficit of U.S. $4.9 billion registered in 2005. The capital account
registered a deficit of U.S. $2.2 billion in 2006, as compared to a U.S. $12.8 billion surplus in 2005. Net
foreign investment in Mexico, as recorded in the balance of payments, totaled U.S. $20.5 billion in 2006
and was composed of direct foreign investment inflows totaling U.S. $19.2 billion-and foreign portfolio
investment (including securities placed abroad) inflows totaling U.S. $1.3 billion.

According to preliminary figures, during the first six months of 2007, Mexico’s current account
registered a deficit of U.S. $3.8 billion, as compared to a surplus of U.S. $848 million during the same
period of 2006. The capital account registered a surplus of U.S. $7.1 billion in the first six months of
2007, as compared with a U.S. $8.5 billion a surplus for the same period of 2006. Net foreign investment
in Mexico, as recorded in the balance of payments, totaled U.S. $19.2 billion during the first six months of
2007 and was composed of direct foreign investment inflows totaling U.S. $13.2 billion and foreign
portfolio investment (including securities placed abroad) inflows totaling U.S. $6.0 billion.

At September 14, 2007, Mexico’s international reserves totaled U.S. $72.3 billion, an increase of U.S.
$4.6 billion from the level at December 29, 2006. The net international assets of Banco de México totaled
U.S. $81.1 billion at September 14, 2007, an increase of U.S. $4.8 billion from the level at December 29,
2006.

Direct Foreign Investment in Mexico

According to preliminary figures, during the first six months of 2007, direct foreign investment in
Mexico notified to the National Foreign Investment Commission totaled approximately U.S. $9.4 billion.



Public Finance

Revenues and Expenditures—Taxation

On September 14, 2007, the Mexican Congress passed a fiscal reform bill containing various
amendments to the Mexican tax law. The reforms are expected to result in additional public sector
revenues of approximately Ps. 120.0 billion in 2008, or about 1.1% of GDP. The Mexican Government
intends to allocate the additional tax revenues resulting from the fiscal reform primarily to social
expenditures and infrastructure investment. The reform should also lessen the Mexican Government’s
reliance on PEMEX’s revenues to some extent, and should enable PEMEX to increase its investment
expenditures.

Key elements of the tax reform include:

A new tax on cash deposits will become effective on July 1, 2008, and will be imposed at the rate
of 2% on cash deposits that exceed the cumulative monthly amount of Ps. 25,000. This tax,
which is intended to subject payments made in the informal sector of the economy to the tax
system, can be credited against the value added and income taxes, retained earnings tax and
other federal contributions. Neither loan repayments nor remittances made through electronic
transfers or checking orders will be subject to this new tax. Purchases of cashier’s checks paid in
cash are not exempt from this tax.

A new corporate tax (impuesto empresarial a tasa tnica) will become effective on January 1,
2008, and will impose a minimum tax equal to 16.5% of a corporation’s sales revenues (less
certain deductions, including wages, social security contributions and certain investment
expenditures) in 2008, 17.0% in 2009 and 17.5% in 2010 and thereafter. This new tax replaces
the current Asset Tax and is intended to discourage tax evasion.

A new federal sales tax on diesel and gasoline, to be phased in over an 18-month period, was
enacted. The revenues from this sales tax will be directed to Mexican states and municipalities to
fund spending on roads and other infrastructure and to fund environmental programs.

A new excise tax on gambling and lottery winning was enacted.

Amendments to the federal fiscal code were made to strengthen auditing and control procedures
and amendments to the federal law of budget and fiscal responsibility were made to promote
reductions in expenditures by the Mexican Government and government-owned companies.
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ANNEX B
GENERAL INFORMATION

1. The Notes have been accepted for clearance and settlement in DTC’s book-entry settlement
system. The Notes have been accepted for clearance through Clearstream, Luxembourg and Euroclear.
The appropriate CUSIP, Common Code(s) and International Securities Identification Number(s), as
applicable, with respect to each issue of Notes will be set forth in the Final Terms relating thereto. All
payments of principal and interest with respect to DTC Global Notes denominated in a currency other
than U.S. dollars and registered in the name of DTC’s nominee, will be converted to U.S. dollars unless
the relevant participants in DTC elect to receive such payment of principal or interest in that other
currency.

2. So long as the Notes are listed under the program on the Official List of the Luxembourg Stock
Exchange and traded on the Euro MTF, they will be freely transferable and negotiable in accordance with
the rules of the Luxembourg Stock Exchange, subject, however, to the limitations set forth under “Notice
to Investors,” “Limitations on the Issuance of Bearer Notes” and “Offering and Sale.”

3. On October 11, 2007, the Issuer authorized the issue of up to U.S. $40,000,000,000 of Notes.
The Guarantor obtained the authorization of its board of directors on August 29, 2007, and of the Ministry
of Finance and Public Credit on October 11, 2007, to guaranty up to U.S. $40,000,000,000 of Notes and
has obtained all necessary consents, approvals and authorizations in Mexico in connection with the issue
of, and performance of its rights and obligations under, the Notes, including the registration of the
Indenture and the forms of Notes and the Guaranties attached to the Indenture; provided that in
connection with each issue of Notes under the program, the Guarantor will obtain the authorization of the
Ministry of Finance and Public Credit of the terms of such issue and will register the Notes, Guaranties
and other necessary documentation with the Ministry of Finance and Public Credit. The Guarantor is
obliged and has undertaken to register the Notes with the Special Section of the Registry. The board of
directors of each of Pemex-Refining, Pemex-Gas and Basic Petrochemicals and Pemex-Exploration and
Production authorized the signing of the Subsidiary Guaranty Agreement on June 19, 1996 and June 25,
1996.

4. Except as disclosed herein, there has been no material adverse change in the financial position
of the Issuer, the Guarantor or the Subsidiary Guarantors since the date of the latest audited financial
statements incorporated by reference herein.

5. None of the Issuer, the Guarantor or any of the Subsidiary Guarantors is involved in any litigation
or arbitration proceedings relating to claims or amounts which are material in the context of the issue of
the Notes. None of the Issuer, the Guarantor or any of the Subsidiary Guarantors are aware of any such
litigation or arbitration proceedings pending or threatened.

6. The Guarantor and the Subsidiary Guarantors are decentralized public entities of the Mexican
Government. None of the directors and executive officers of the Guarantor and the Subsidiary Guarantors
are residents of the United States, and all or a substantial portion of the assets of the Guarantor and the
Subsidiary Guarantors and such persons are located outside the United States. It may not be possible
for investors to effect service of process within the United States upon the Guarantor and the Subsidiary
Guarantors or such persons or to enforce against any of them, in United States courts, judgments
obtained in United States courts predicated upon the civil liability provisions of the federal securities laws
of the United States.

7. Copies of the latest annual report and consolidated accounts of PEMEX, including the Issuer and
each of the Subsidiary Guarantors (which are consolidated with those of PEMEX) and copies of the Trust
Agreement, as amended, establishing the Issuer may be obtained, and copies of the Organic Law of
Petréleos Mexicanos and Subsidiary Entities (constituting the Guarantor and its Subsidiary Entities) and
of the Indenture, incorporating the form of Notes and the Guaranties, and the Subsidiary Guaranty
Agreement will be available, free of charge during usual business hours on any day (except Saturday and
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Sunday and legal holidays) at the specified offices of each of the Paying Agents, so long as any of the
Notes are outstanding. Neither the Issuer nor any of the Subsidiary Guarantors publish their own
financial statements and none of them plans to publish interim or annual financial statements. The
Guarantor publishes interim consolidated financial statements in Spanish on a regular basis, and
summaries of these interim consolidated financial statements in English are available, free of charge, at
the office of the Paying and Transfer Agent in Luxembourg. The summary for the six months ended June
30, 2007 is incorporated by reference herein.

8. The principal offices of PricewaterhouseCoopers, S.C., independent registered public accounting
firm and auditors of PEMEX for fiscal years ended December 31, 2002, 2003, 2004, 2005 and 2006 are
located at Mariano Escobedo 573, Col. Rincon del Bosque, 11580 Mexico, D.F.

9. The Mexican Government is not legally or otherwise liable for obligations incurred by the Issuer or
PEMEX.

10. Under Mexican law, all domestic hydrocarbon reserves are permanently and inalienably vested in
Mexico and Mexico can exploit such hydrocarbon reserves only through the Guarantor and the Subsidiary
Guarantors.

11. Article 27 of the Constitution, Articles 1, 2, 3 and 4 (and related Articles) of the Regulatory Law,
Articles 15, 16 and 19 of the Regulations to the Regulatory Law, Articles 6 and 13 (and other related
Articles) of the General Law on National Patrimony, Articles 1, 2, 3 and 4 (and other related Articles) of
the Organic Law of Petréleos Mexicanos and Subsidiary Entities and Article 4 of the Federal Code of Civil
Procedure of Mexico, set forth, inter alia, that (i) attachment prior to judgment, attachment in aid of
execution and execution of a final judgment may not be ordered by Mexican courts against property of the
Guarantor or any Subsidiary Guarantor, (ii) all domestic petroleum and hydrocarbon resources (whether
solid, liquid, gas or intermediate form) are permanently and inalienably vested in Mexico (and, to that
extent, subject to immunity), (iii) (a) the exploration, exploitation, refining, transportation, storage,
distribution and first-hand sale of crude oil, (b) the exploration, exploitation, production and first-hand sale
of natural gas, as well as the transportation and storage inextricably linked with such exploitation and
production, and (c) the production, transportation, storage, distribution and first-hand sale of the
derivatives of petroleum (including petroleum products) and of gas used as basic industrial raw materials
and that constitute “Basic Petrochemicals” (the “Petroleum Industry”), are reserved exclusively to Mexico
(and, to that extent, assets related thereto are entitled to immunity); and (iv) the public entities created
and appointed by the Federal Congress of Mexico to conduct, control, develop and operate the Petroleum
Industry of Mexico are the Guarantor and the Subsidiary Guarantors (and, therefore, they are entitled to
immunity in respect of such exclusive rights and powers). Except for the rights of immunity granted to the
Guarantor and the Subsidiary Guarantors by the above mentioned provisions, neither the Guarantor nor
the Subsidiary Guarantors nor their respective properties or assets has any immunity in Mexico from
jurisdiction of any court or from set-off or any legal process (whether through process or notice, or
otherwise).

12. In the event that proceedings are brought in Mexico seeking performance of the obligations of the
Guarantor or the Subsidiary Guarantors in Mexico, pursuant to the Monetary Law of Mexico, the
Guarantor or any of the Subsidiary Guarantors may discharge its obligations by paying any sum due in a
currency other than Mexican currency, in Mexican currency at the rate of exchange prevailing in Mexico
on the date when payment is made. Banco de México currently determines such rate every business day
and publishes it in the Diario Oficial on the following business day in Mexico.

13. All Bearer Notes and coupons will bear the following legend:
Any United States person who holds this obligation will be subject to limitations
under the United States income tax laws, including the limitations provided in

Sections 165(j) and 1287(a) of the United States Internal Revenue Code of 1986,
as amended.

B-2



ANNEX C
FORM OF FINAL TERMS
(to be completed by the Issuer and the Relevant Agent)

Final Terms No. _
To Offering Circular dated [DATE]

PEMEX

Pemex Project Funding Master Trust

U.S. $40,000,000,000
Medium-Term Notes, Series A

[Currency and Amount] [Description of Notes] [due ]
Issue price: [ ]

unconditionally guaranteed by
Petréleos Mexicanos

[AGENT NAME(S)]

The date of this Final Terms is [ ].

C-1



These Final Terms are issued to give details of a tranche of notes (the “Notes”) to be issued by the
Pemex Project Funding Master Trust (the “Issuer”), pursuant to a program for the issuance of up to
U.S. $40,000,000,000 of Medium-Term Notes, Series A (the “Program”). It is supplementary to, and
should be read in conjunction with, the Offering Circular issued in relation to the Program dated [DATE].

These Final Terms do not constitute, and may not be used for the purposes of, an offer or solicitation
by anyone in any jurisdiction in which such offer or solicitation is not authorized or to any person to whom
it is unlawful to make such offer or solicitation, and no action is being taken to permit an offering of the
Notes or the distribution of this Final Terms in any jurisdiction where such action is required.

THE NOTES HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE U.S. SECURITIES
ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”) OR ANY STATE SECURITIES LAWS [AND
THE NOTES COMPRISE BEARER NOTES THAT ARE SUBJECT TO U.S. TAX LAW
REQUIREMENTS]. THE NOTES MAY NOT BE [OFFERED OR SOLD/OFFERED, SOLD OR
DELIVERED] WITHIN THE UNITED STATES OR TO, OR FOR THE ACCOUNT OR BENEFIT OF, U.S.
PERSONS (AS DEFINED IN REGULATION S UNDER THE SECURITIES ACT (“REGULATION S”))
EXCEPT PURSUANT TO AN EXEMPTION FROM, OR IN A TRANSACTION NOT SUBJECT TO, THE
REGISTRATION REQUIREMENTS OF THE SECURITIES ACT AND APPLICABLE STATE
SECURITIES LAWS. ACCORDINGLY, THE NOTES MAY BE [OFFERED AND SOLD] [OFFERED,
SOLD AND DELIVERED] ONLY [(A) TO QUALIFIED INSTITUTIONAL BUYERS (AS DEFINED IN RULE
144A UNDER THE SECURITIES ACT); (B)] PURSUANT TO OFFERS AND SALES THAT OCCUR
OUTSIDE THE UNITED STATES IN COMPLIANCE WITH REGULATION S UNDER THE SECURITIES
ACT[; (C) PURSUANT TO AN EXEMPTION FROM REGISTRATION PROVIDED BY RULE 144 UNDER
THE SECURITIES ACT (IF AVAILABLE); OR (D) PURSUANT TO AN EFFECTIVE REGISTRATION
STATEMENT UNDER THE SECURITIES ACT, IN EACH CASE IN ACCORDANCE WITH ANY
APPLICABLE SECURITIES LAWS OF ANY STATE OF THE UNITED STATES OR ANY OTHER
JURISDICTION]. FOR A DESCRIPTION OF THESE AND CERTAIN FURTHER RESTRICTIONS ON
OFFERS AND SALES OF THE NOTES AND DISTRIBUTION OF THIS FINAL TERMS, SEE “OFFERING
AND SALE” AND “NOTICE TO INVESTORS” IN THE OFFERING CIRCULAR.

The Notes will contain provisions regarding acceleration and future modifications to their terms that
differ from those applicable to certain of the Issuer’s and the Guarantor’s other outstanding public external
indebtedness issued prior to the date hereof. Under these provisions, in certain circumstances, the
Issuer and the Guarantor may amend the payment and certain other provisions of an issue of Notes with
the consent of the holders of 75% of the aggregate principal amount of such Notes. See “Description of
Notes—Moadification and Waiver” in the Offering Circular.

[Set out any additions or variations to the selling restrictions].



Description of Notes

The following items under this heading “Description of Notes” are the particular terms which relate to

the tranche of the Notes that is the subject of this Final Terms.

10.

11.

12

13.

14.

15.

Series No.

Principal Amount:

Issue Price:

Issue Date:

Form of Notes:

Authorized Denomination(s):
Specified Currency:

Specified Principal Payment
Currency:

Specified Interest Payment
Currency:

Stated Maturity Date (Fixed Interest
Rate and Zero Coupon):

Stated Maturity Month
(Variable Interest Rate):

Interest Basis:

Interest Commencement Date (if different
from the Issue Date):

Fixed Rate Notes:

(a) Interest Rate:

(b) Interest Payment Date(s):
Floating Rate Notes:

(a) Interest Rate Basis:

C-3

[Include whichever of the following apply to the relevant Tranche of Notes]

[Number]

[Amount]

[Price]

[Date]

[Registered Notes/Bearer Notes]
[Currency and amount(s)]
[Currency of denomination]

[Currency]

[Currency]

[Dates]

[Month and year]

[Fixed Rate Note/Floating Rate Note/Zero

Coupon Note]

[Date]

[ 1% per annum

[Date(s)]

[LIBOR] [Treasury Rate] [Other]



16.

17.

18.

19.

(b) Primary Source for LIBOR
Quotations:

(c) Indexed Maturity:

(d) Interest Reset Dates:
(e) Interest Determination Dates:
(f) Interest Payment Dates:

(9) Calculation Agent:

Basis of Calculation of Floating Interest

Rate where Offering Circular provisions do not

apply:

Other Floating Interest Rate Terms:

(a) Minimum Interest Rate:
(b) Maximum Interest Rate:
(c) Spread:

(d) Spread Multiplier(s):

(e) Variable Rate Day Count
Fraction(s) if not actual/360:

(f) Initial Interest Rate:
Discount Notes:
(a) Accrual Yield:

(b) Basis:

Redemption at the option of the Issuer:

(a) Amount:
(b) Redemption Commencement Date:
(c) Redemption Price(s) for each

Redemption Period:

[Reuters Page LIBORO1]

[Number of months, weeks or days]
[Dates]

[Specify if other than as provided in Offering
Circular]

[Dates]
[Trustee] [Specify any Other]

[Give details]

[ 1% per annum

[ 1% per annum
[+/-[ 1% per annum]
[Specify]

[Fraction]

[ 1% per annum

[Yield]

[Specify if other than as provided in Offering
Circular]

Yes/No

[All or less than all and, if less than all,
minimum amounts]

[Date(s)]

[Specify]



20.

21.

22,

23.

26.

Repayment at the option of the
holders:

(a) Deposit Period:

(b) Amount:

(c) Date(s):

(d) Repayment Price:
(e) Withdrawal of Notes:
Indexed Notes:

Principal Payment Dates and Amount of each
Installment for Amortizing Notes:

Additional provisions relating to the Notes:

Option to Elect Payments in Other than
Specified Currency:

Other Relevant Terms

(i) Listing: on the Luxembourg Stock Exchange

(ii) Trading: on the Euro MTF market
Syndicated:

If Syndicated:

(a) Lead Agents:

(b) Stabilizing Agent(s):

Commissions and Concessions:

Codes:

(a) Common Code:
(b) ISIN:

(c) CUSIP:

(d) CINS:

(e) Other:

Yes/No
[Specify other maximum and minimum
number of days for deposit period]

[All or less than all and, if less than all,
minimum amounts]

[Date(s)]
[Price and other details]
[No] [Give details]

[Specify relevant details]

[Specify]

[Give details]

Yes/No

Yes/No

Yes/No

[Name]
[Name]

[Specify]

[Number]
[Number]

[Number] [Restricted Global Note]
[Number] [Regulation S Global Note]

[Number] [Restricted Global Note]
[Number] [Regulation S Global Note]

[Specify]



6. Identity of Agent(s): [Names]

7. Provisions for Bearer Notes:
(a) Exchange Date: [None/Date]
(b) Permanent Global Note: Yes/No
(c) Definitive Bearer Notes: Yes/No
8. Provisions for Registered Notes:
(a) Rule 144A eligible: Yes/No
(b) Regulation S Global Note deposited Yes/No
with or on behalf of DTC:
(c) Restricted Global Note deposited Yes/No
with or on behalf of DTC:
(d) Regulation S Global Note deposited Yes/No
with Common Depositary:
9. Use of Proceeds (if different from Offering [Specify]
Circular):
10. Details of any additional Risk Factors: [ ]
11. Details of any additional Selling [Insert the restrictions relating to the Specified
Restrictions: Currency of the Notes or the jurisdiction(s) in

which Notes are to be offered if not contained
in, or if varied from, the Offering Circular.]

12. [Additional Information]: [Set out]

[Supplemental Offering Circular Information

The Offering Circular is hereby supplemented with the following information, which shall be deemed to be
incorporated in, and to form part of, the Offering Circular.]

[Set out any additional disclosure and, if applicable, an indication as to where it should be inserted into
the Offering Circular.]

General Information
The Issuer accepts responsibility for the information it has provided in these Final Terms.

The Notes are being issued under the program of U.S. $40,000,000,000 Medium-Term Notes, Series A of
the Issuer. Application has been made to admit the notes of this tranche to listing on the Official List of
the Luxembourg Stock Exchange and to trading on the Euro MTF. The date of the commencement of the
Medium-Term Notes program pursuant to which these Notes are being offered was July 31, 2000, as
amended on November 14, 2001, December 3, 2002, February 11, 2005, February 23, 2007 and
October 11, 2007.
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No person has been authorized to give any
information or to make any representations
other than those contained in this Offering
Circular and related Final Terms hereto and, if
given or made, such information or
representations must not be relied upon as
having been authorized. This Offering Circular
and any related Final Terms hereto do not
constitute an offer to sell or the solicitation of
an offer to buy any securities other than the
securities to which it relates or any offer to sell
or the solicitation of an offer to buy such
securities in any circumstances in which such
offer or solicitation is unlawful. Neither the
delivery of this Offering Circular nor any sale
made hereunder shall, under any
circumstances, create any implication that
there has been no change in the affairs of the
Master Trust, Petréleos Mexicanos or the
Subsidiary Entities since the date hereof or
that the information contained herein is correct
as of any time subsequent to its date.
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