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 SENER Demand Forecast Tracks History
 Historical Demand (93-03) >> CAGR 5.7%
 National Demand Forecast -
 Official Base Case
 1,000
 2,000
 3,000
 4,000
 5,000
 6,000
 7,000
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 9,000
 10,000
 MM
 cf/d
 0
 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
 Pemex Industrial-Pemex Pet. Industrial-PrivatePower-CFE/CLF Power-Private ResidentialServices Transport Demand - Low
 Pemex
 Industrial-Private
 Power-CFE/CLF
 Industrial-Pemex Pet.
 Power-Private
 Base Case >> CAGR 5.8%(9.3 Bcf/d by 2013)
 Low Case >> CAGR 4.4%(8.0 Bcf/d by 2013)
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 Robust Production Program Yields Import Gap
 • SENER Base Case >> LOWER of 2 official production scenarios
 • Base Case >> Output rockets 60% to 6.9 Bcf/d in 2003-2009, slips to 5.5 Bcf/d by 2013
 • Robust Program >> Departs historical pattern, output up only 43% (1.3 Bcf/d) in 1993-2003
 • Challenging Assumptions >> Predicated on PGPB fiscal autonomy, ample access to capital, E&P and MSC success rates
 National Supply Forecast -Official Base Case
 01,0002,0003,0004,0005,0006,0007,0008,0009,000
 10,000
 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
 MM
 cf/d
 Existing Associated Existing Dry Gas New Associated
 New Dry Gas New MSC Demand - Base
 Demand - Low
 New Fields and MSCAdd About 2.8 to 3.5 Bcf/d in 2009-2013
 Import Requirements (incl. LNG)Decline to 700 MMcf/d by 2009Balloon to 3.8 Bcf/d by 2013
 Existing FieldsDecline Roughly 2 Bcf/d by 2013
 (from 4.3 Bcf/d in 2003)
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 National Supply Forecast -Alternative Low Case (33% Less Output from New Sources)
 01,0002,0003,0004,0005,0006,0007,0008,0009,000
 10,000
 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
 MM
 cf/d
 Existing Associated Existing Dry Gas New Associated
 New Dry Gas New MSC Demand - Base
 Demand - Low
 . . . But, What if New Field & MSC Output Fall Short
 New Fields and MSC Off (33%)Add Only 1.9 to 2.2 Bcf/d in 2009-2013
 Import Requirements (incl. LNG)Reaches 1.6 Bcf/d by 2009
 Balloons to 4.8 Bcf/d by 2013
 • Probable >> Combination of Base Case Demand and Below Base Case Supply
 • Yields a yawning import gap of about 1.6 to 4.8 Bcf/d in 2010-2013.
 • Plenty of room for LNG and pipeline gas, pricing concerns mitigated
 • Possible >> Combination Low Case Demand and Below Base Case Supply
 • Yields a significant import gas of about 1.3 to 3.6 Bcf/d in 2009-2013
 • Gas on LNG competition and pricing impacts more pronounced
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 2009+ Islas Coronado700 MMcf/d
 2007 Altamira 1500 MMcf/d
 2009 + Puerto Libertad1300 MMcf/d
 LNG Invasion >> 7.0+ Bcf/d Planned, 3.8 Bcf/d Probable
 2009 + Manzanillo
 1000 MMcf/d
 2008 Costa Azul 11000 MMcf/d Puerto Libertad
 Manzanillo
 Lazaro Cardenas
 Altamira
 Islas CoronadoEnsenada
 Tidelands1000+ MMcf/d
 Topolobampo500+ MMcf/d
 Possible Projects4.2 Bcf/d
 Probable Projects3.8 Bcf/d
 2010+ Costa Azul 2 1000 MMcf/d
 2010 + Lazaro Cardenas500+ MMcf/d
 2009+ Altamira 2500 MMcf/d
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 Islas CoronadoEnsenada
 Puerto Libertad
 Manzanillo
 Lazaro Cardenas
 Altamira
 National Supply Forecast -Alternative Low Case with LNG Projects
 -
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 National Supply Forecast -Official Base Case with LNG Projects
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 “Probable” LNG Projects Support Limited Exports
 • But if production meets SENER targets and all “probable” LNG projects are successful and timely, Mexico could sustain significant exports in 2008-2012.
 • If Mexican production falls below plan, all “probable” LNG projects and/or significant pipeline imports will be needed to fill the import gap.
 Probable Projects3.8 Bcf/d
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 Ensenada
 Mexicali
 Isolated NW Systems Could Export LNG in 2009-2013
 State of Sonora MMcf/dNG Demand 150 to 300LNG Capacity 1300+
 “Naco” Area Exports to US1000 to 1150+ MMcf/d
 (Current Cap. = 430+ MMcf/d)
 “Baja” Area Exports to US550-650 MMcf/d
 (Current Cap. = 830 MMcf/d)
 Mexico Exports to US1550-1700 MMcf/d
 • No regional production and limited regional
 demand of 500 to 750 MMcf/d
 • Significant LNG imports of 2300 MMcf/d would be
 mostly exported to the US in 2009-2013
 • New cross-border capacity required at Naco/Sasabe
 Baja California Norte MMcf/dNG Demand 350-450LNG Capacity 1000
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 National Supply Forecast -Alternative Low Forecast with Non-NW LNG Projects
 -
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 PGPB National Grid Needs LNG and Pipe Imports
 • Moderate Mexican production scenario and 1.5
 Bcf/d of LNG capacity yield modest pipeline
 imports through 2010
 • Pipeline imports balloon in 2011-2013
 • LNG projects forestall significant pipeline
 imports until after 2010
 Manzanillo
 Lazaro Cardenas
 Altamira
 “Juarez” Area ImportsAssume 450 to 500 MMcf/d
 (Current Capacity = 400+ MMcf/d)
 “Reynosa” Area Trade200-300 Exported in 2009-2010
 500-2200 Imported in 2011-2013
 (Current Capacity = 1800 MMcf/d)
 AltamiraAssume 500 MMcf/d
 ManzanilloAssume 1000 MMcf/d
 Mexico Imports from US200-2200 MMcf/d
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 Mexico LNG Commercial Challenges
 » Ongoing uncertainty as to who can and should drive the development and purchase of LNG in Mexico (CFE and/or Pemex) tends to slow project development and impede structuring flexibility.
 » CFE continues to evaluate regional gas generation versus transmission alternatives but lacks equivalent gas supply and transport analytics, Pemex offers those analytics but is standing down as a purchaser – and SENER lacks the analytics to intermediate.
 » CFE and Pemex are best able to manage the risk associated with North American price indexing -- smaller customers may seek a measure of price hedging or fixing.
 » LDC and industrial customers are less amenable to necessary terms for the capital intensive LNG business and may require customer credit enhancement for financing – or merchant sales that are entirely at risk to equity.
 Customer Groups Volume Term TOP / LF CreditCFE High Long High OKPemex High Long High OKLDCs Moderate Mid-Long Mid DependsIndustrials Low Short-Mid Low Low
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 Mexico LNG Financing Challenges
 » Tolling structures OK, merchant risk not bankable
 » Long-term ability of indexed contract prices to support full LNG supply chain investment / operating costs depends on key North America supply level and timing variables:- Canadian oil sands and CBM, - US Rocky Mountain and Alaskan production,- Other North American LNG supply levels and timing
 Supply Chain Issues Existing Infrastructure Greenfield Infrastructure
 Dowstream Pipeline Deliverability
 Capacity, Expandability, Pressure & Public Safety, Mexico & US
 Interchangeability
 ROW, Routing/Land, PGPB Investment Role & Interconnect, Mexico & US Interchangeability
 Upstream E&P, Liquefaction, Shipping
 Firm Supply & Vessel Avail., Competing Buyers, Delivered Cost
 vs Market Netbacks
 Add: Production & Liquefaction Financing / Construction
 Guarantees
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 Andean Markets & Challenges
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 Andean Region LNG Development
 ENAP - Chile LNG ImportCapacity: 350-500 MMcf/dSupply: Indonesia? Peru? COD: Target 2008Investment: $400-500 MM
 Peru LNG – Camisea ExportCapacity: 640 MMcf/dSupply: Requires TGP ExpansionCOD: Target 2008-2009Investment: $1.1 B (Total)Financial Status: Pending
 Bolivia Pacific LNG ExportCapacity: TBDCOD: 2010+ ?Status: Delayed - Political
 Camisea – Peru (Upstream)Proved Reserves: 8.7 TcfConsortium: Pluspetrol+Hunt Oil+SKCOD: August 2004Investment: $730 MMFinancial Status: All Equity
 Camisea – Peru (Transport/Distribution)Consortium: Techint-Pluspetrol-Hunt-SK-
 Tractebel-OthersCapacity: 205-450 MMcf/dCOD: August 2004Investment: $921 MMFin. Status: $498 MM (closed August 2004)
 + $85 MM (pending loans)
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 Camisea Production and Transportation Structure
 » Upstream- Proved Gas Reserves of 8.7 Tcf- Consortium Pluspetrol- Hunt-SK from Argentina-USA-Korea- COD: Began Operation August, 2004- Investment: $ 730 MM (All Equity due to environmental constraints to financing)
 » Transport (TGP) and Downstream (Tractebel)- Consortium TGP - Techint, Pluspetrol, Hunt Pipeline Company of Peru, SK Corporation,
 Tractebel and Graña y Montero- Gas Pipeline 205 MMcf/d (up to 450 MMcf/d with compression)- Liquids pipeline 50-70 MBPD- COD: Began Operation August, 2004- Investment: $850 MM for Tranport (Partially Financed) + $ 71 MM for Tractebel LDC
 » Financing – TGP ~ $ 498 MM (August 2004)- IADB A-Loan: $75 MM (including environmental covenants related to upstream)
 - CAF A-Loan: $ 50 MM- BNDES: $103 MM- Local Bonds: $200 MM + $70 MM- Pending: IADB B-Loan ($60 MM) and CAF B-Loan ($ 25 MM)
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 Peru LNG Structure
 » COD: Targeted by late 2008 or early 2009» Capacity: 640 MMcf/d (18 MMcm/d)
 » Supply: Eventually requires 3rd TGP pipeline from Ayacucho highlands (Block 56)» Total Investment: $1.1 B (including pipeline)» Project Status:
 - Upstream supply in place, existing TGP lines available for startup, 3rd pipeline and new compression under development for long-term supply
 - EIA approved by Peruvian Government in June 2004- EPC bidding process in 2nd half 2005- Peru LNG and Tractebel previously signed MOU for LNG offtake- Peru LNG seeking additional LNG purchasers- SocGen serving as financial advisor
 Upstream PurchasersLNG
 640 MMcf/d? MMcf/d
 ? MMcf/d
 TractebelMOU?
 18 years
 PluspetrolHunt Oil
 SK
 Hunt OilSK Other
 Purchaser(s)?
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 ENAP LNG Import Terminal in Chile
 » COD: Targeting 2008» Capacity: 350 – 500 MMcf/d (10-15 MMcm/d)» Offtake: ENAP has signed long term FSAs with Endesa and Metrogas» Supply: Chilean Government has signed an MOU with the Indonesian
 Government related to LNG supply» Investment: Subject to current bid effort, estimated at $400 - $500 MM» Project Status:
 - ENAP is conducting a public bid for the terminal with a closing date of July 1st 2005- Potential bidders to build and operate the terminal include Endesa, Tractebel, Total,
 Repsol and Shell- Citigroup serving as financial advisor
 » Challenges- Regulatory challenges related to maintaining long-term TOP arrangements if
 Argentine natural gas imports are (re)liberalized at $2.50-$3.50 per MMbtu- Bidders have estimated the LNG would cost $3.20-$4.50 per MMbtu
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 Bolivia Pacific LNG Export Project
 » COD: Politically embattled, looking at 2010+
 - Political turmoil in Bolivia has delayed the project
 - Political instability and bloodshed – mid 2003
 - Bolivian gas for Bolivians: proposals to reestablish a new state energy company
 » Pacific LNG Consortium: British Gas (37.5%), REPSOL (37.5%), and Pan American (British Petroleum and Bridas from Argentina @ 25%).
 » Route: Bolivian production delivered via pipeline to the Chilean or Peruvian coast
 » Offtake: In 2001-2003, Sempra considered purchasing Pacific LNG shipments for theBaja terminal, but lost interest in mid 2003. In recent news, Shell is supplying the terminal from Austrialia’s Gorgon field and Sempra is buying Indonesian supply.
 UpstreamPurchaser
 Pacific LNG
 ? MMcf/d ? MMcf/d?
 20 years
 Repsol-YPFBG
 Panamerican
 Repsol-YPFBG
 Panamerican
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 Peruvian Supply to Mexico or Chile?
 » Energia Costa Azul appears well-contracted for supply -- given Shell’s new Australian contract and Sempra’s Indonesian supply
 » Probable Mexican regas projects at Puerto Libertad and Manzanillo open a sizeable new 2.3 Bcf/d market for Peruvian and Pacific Basin supply. (Possible expansion of Energia Costa Azul and other Pacific Mexican regas projects could add another 2.7 Bcf/d over the long-term)
 » ENAP could also take up to 500 MMcf/d of Peru LNG capacity
 » If Peru LNG financing and construction is timely, the project’s 640 MMcf/d of capacity slated for 2008-2009 will be well positioned to supply either Puerto Libertad, Manzanillo / Lazaro Cardenas, or ENAP
 » To do so, development and financing coordination will be critical to assure synchronized completion and CODs for a greenfield LNG supply source linked to a greenfield LNG regas project
 » Mexican (and Peruvian) LNG port netback prices for LNG supply will be driven by North American fundamentals -- and it will be critical to assure that long-term prices support the full LNG supply chain costs (Camisea production, TGP3, Peru LNG, Pacific shipping costs, and Mexican regas costs).
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 New NG and LNG Supply / Prices (2009-2013)
 Mexico Imports0.2-2.2 Bcf/d
 2.5-4.0 Bcf/d (2013)
 1.2-1.5 Bcf/d (2009)
 1.0-3.8 Bcf/d (2009+)CBM, Alberta (*)
 13.1 Bcf/d (2009)CBM, Rocky Mtn.
 (1.6 Bcf/d Incremental)
 Sources (2004 – 2005)AGA, Alberta EUB, NCI Studies
 (*) = Initial Estimates
 Henry Hub
 SoCal Hub
 Mexico Exports0.8-1.5 Bcf/d
 New LNG Bcf/dEast Coast 2-4West Coast 0-3Gulf Coast 3-16USA 5-23Canada 1-2Mexico 4-7Total 10-32

Page 22
                        
                        
                        

22
 22 Navigant Consulting Inc. 2005 All Rights Reserved
 Contact Information
 Chris Goncalves | [email protected] direct
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