Il. Mexico

EIA/ARI World Shale Gas and Shale Oil Resource Assessment

II. MEXICO

SUMMARY

Mexico has excellent potential for developing its shale gas and oil resources stored in

marine-deposited, source-rock shales distributed

along the onshore Gulf of Mexico region.

Figure Il-1. Onshore Shale Gas and Shale Qil Basins of Eastern Mexico’s Gulf of Mexico Basins.
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Il. Mexico EIA/ARI World Shale Gas and Shale Oil Resource Assessment

Technically recoverable shale resources, estimated at 545 Tcf of natural gas and 13.1
billion barrels of oil and condensate, are potentially larger than the country’s proven
conventional reserves, Table II-1. The best documented play is the Eagle Ford Shale of the
Burgos Basin, where oil- and gas-prone windows extending south from Texas into northern
Mexico have an estimated 343 Tcf and 6.3 billion barrels of risked, technically recoverable shale

gas and shale oil resource potential, Table II-2.

Further to the south and east within Mexico, the shale geology of the onshore Gulf of
Mexico Basin becomes structurally more complex and the shale development potential is less
certain. The Sabinas Basin has an estimated 124 Tcf of risked, technically recoverable shale
gas resources within the Eagle Ford and La Casita shales, but the basin is faulted and folded.
The structurally more favorable Tampico, Tuxpan, and Veracruz basins add another 28 Tcf and
6.8 billion barrels of risked, technically recoverable shale gas and shale oil potential from
Cretaceous and Jurassic marine shales. These shales are prolific source rocks for Mexico’s
conventional onshore and offshore fields in this area. Shale drilling has not yet occurred in

these southern basins.

PEMEX envisions commercial shale gas production being initiated in 2015 and
increasing to around 2 Bcfd by 2025, with the company potentially investing $1 billion to drill 750
wells. However, PEMEX’s initial shale exploration wells have been costly ($20 to $25 million
per well) and have provided only modest initial gas flow rates (~3 million ft*/d per well with steep
decline). Mexico’s potential development of its shale gas and shale oil resources could be
constrained by several factors, including potential limits on upstream investment, the nascent

capabilities of the local shale service sector, and public security concerns in many shale areas.

June, 2013 1I-2 A

Advanced Resources
International, Inc.



Il. Mexico EIA/ARI World Shale Gas and Shale Oil Resource Assessment

Table II-1. Shale Gas Reservoir Properties and Resources of Mexico

. Burgos Sabinas
] Basin/Gross Area 9 9
g (24,200 mi©) (35,700 mi©)
= Shale Formation Eagle Ford Shale Tithonian Shales| Eagle Ford Shale | Tithonian La Casita
@ Geologic Age M. - U. Cretaceous U. Jurassic M. - U. Cretaceous U. Jurassic
Depositional Environment Marine Marine Marine Marine
g Prospective Area (miz) 600 10,000 6,700 6,700 9,500 9,500
Ej Thickness (f) Organically Rich 200 200 300 500 500 800
T Net 160 160 210 200 400 240
=2 Depth () Interval 3,300 - 4,000 { 4,000 - 16,400 | 6,500 - 16,400 || 7,500 - 16,400 5,000 - 12,500 9,800 - 13,100
= P Average 3,500 7,500 10,500 11,500 9,000 11,500
= ¢ |Reservoir Pressure Highly Highly Highly Highly Overpress.|  Underpress. Underpress.
S o Overpress. Overpress. Overpress.
E ?g_ Average TOC (wt. %) 5.0% 5.0% 5.0% 3.0% 4.0% 2.0%
g g Thermal Maturity (% Ro) 0.85% 1.15% 1.60% 1.70% 1.50% 2.50%
Clay Content Low Low Low Low Low Low
o |GasPhase Assoc. Gas Wet Gas Dry Gas Dry Gas Dry Gas Dry Gas
E GIP Concentration (Bcf/miz) 21.7 74.4 190.9 100.3 131.9 69.1
o
ﬁ Risked GIP (Tcf) 7.8 446.4 767.5 201.6 501.0 118.1
Risked Recoverable (Tcf) 0.9 111.6 230.2 50.4 100.2 23.6
. Tampico Tuxpan Veracruz
© Basin/Gross Area -2 ) -2
g (26,900 mi) (2,810 mi?) (9,030 mi©)
= Shale Formation Pimienta Tamaulipas Pimienta Maltrata
@ Geologic Age Jurassic L. - M. Cretaceous|  Jurassic U. Cretaceous
Depositional Environment Marine Marine Marine Marine
E Prospective Area (mi2) 9,000 3,050 1,550 1,000 1,000 560 400
- - -
& |Thickness (f) Organically Rich 500 500 500 300 500 300 300
T Net 200 200 200 210 200 150 150
I Depth (i) Interval 3,300 - 8,500f 4,000 - 8,500]7,000 - 9,000 6,000 - 9,500 /6,600 - 10,000}(9,800 - 12,000} 10,000 - 12,500
= P Average 5,500 6,200 8,000 7,900 8,500 11,000 11,500
= 9 |Reservoir Pressure Normal Normal Normal Normal Normal Normal Normal
<]
E E Average TOC (wt. %) 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%
8 E Thermal Maturity (% Ro) 0.85% 1.15% 1.40% 0.85% 0.90% 0.85% 1.40%
Clay Content Low Low Low Low Low Low/Medium || Low/Medium
° Gas Phase Assoc. Gas | Wet Gas Dry Gas Assoc. Gas Assoc. Gas [ Assoc. Gas Dry Gas
§ GIP Concentration (Bcf/miz) 18.6 4.7 83.0 25.5 27.2 22.4 70.0
o
é Risked GIP (Tcf) 58.5 47.7 45.0 8.9 9.5 6.6 14.7
Risked Recoverable (Tcf) 4.7 9.5 9.0 0.7 0.8 0.5 29
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Table II-2. Shale Qil Reservoir Properties and Resources of Mexico

. Burgos Tampico Tuxpan Veracruz
o] Basin/Gross Area 2 2 2 2
g (24,200 mi®) (26,900 mi°) (2,810 mi%) (9,030 mi®)
2 Shale Formation Eagle Ford Shale Pimienta Tamaulipas Pimienta Maltrata
@ Geologic Age M. - U. Cretaceous Jurassic L. - M. Cretaceous| Jurassic U. Cretaceous
Depositional Environment Marine Marine Marine Marine Marine
'u:: Prospective Area (miz) 600 10,000 9,000 3,050 1,000 1,000 560
£ - -
S [Thickness (f) Organically Rich 200 200 500 500 300 500 300
] Net 160 160 200 200 210 200 150
2! Depth (i) Interval 3,300 - 4,000 4,000 - 16,400 | 3,300 - 8,500 | 4,000-8,500f 6,000 - 9,500 |6,600 - 10,000 9,800 - 12,000
= P Average 3,500 7,500 5,500 6,200 7,900 8,500 11,000
= & |Reservoir Pressure Highly Overpress. | Highly Overpress. Normal Normal Normal Normal Normal
S =
§ g Average TOC (wt. %) 5.0% 5.0% 3.0% 3.0% 3.0% 3.0% 3.0%
2 E Thermal Maturity (% Ro) 0.85% 1.15% 0.85% 1.15% 0.85% 0.90% 0.85%
Clay Content Low Low Low Low Low Low Low/Medium
o [|Oil Phase Oil Condensate Oil Condensate Oil Oil Oil
E OIP Concentration (MMbe/miz) 43.9 15.0 37.9 17.3 36.4 33.0 235
o
ﬁ Risked OIP (B bbl) 15.8 89.8 119.4 18.5 12.7 115 6.9
Risked Recoverable (B bbl) 0.95 5.39 478 0.74 0.51 0.46 0.28

INTRODUCTION

Mexico has large, geologically prospective shale gas and shale oil resources in the
northeastern part of the country within the onshore portion of the greater Gulf of Mexico Basin,
Figure 1l-1. These thick, organic-rich shales of marine origin correlate with productive Jurassic
and Cretaceous shale deposits in the southern United States, notably the Eagle Ford and
Haynesville shales, Figure 1I-2.> To date, Mexico’s national oil company PEMEX has drilled at
least six shale gas/oil exploration wells with modest results. The company plans to accelerate

shale activity during the next few years, budgeting 6.8 billion pesos (575 million USD) in 2014.

Whereas Mexico’s marine-deposited shales appear to have good rock quality, the
geologic structure of its sedimentary basins often is considerably more complex than in the
USA. Compared with the broad and gently dipping shale belts of Texas and Louisiana,
Mexico’s coastal shale zone is narrower, less continuous and structurally more disrupted.
Regional compression and thrust faulting related to the formation of the Sierra Madre Ranges
have squeezed Mexico’s coastal plain, creating a series of discontinuous sub-basins.? Many of
Mexico's largest conventional oil and gas fields also occur in this area, producing from
conventional sandstone reservoirs of Miocene and Pliocene age that were sourced by deep,
organic-rich and thermally mature Jurassic and Cretaceous-age shales. These deep source

rocks are the principal targets for shale gas/oil exploration in Mexico.
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Figure II-2. Cross-Section of Shale Targets in Eastern Mexico.
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Improved geologic data coverage collected since ARI's initial 2011 estimate indicates
that Mexico’s prospective areas for shale gas -- particularly in the structurally more complex
basins — are slightly smaller than previously mapped. Furthermore, several of the previously
mapped dry gas areas are now known to be within the wet gas to oil thermal maturity windows.
On the other hand, geologic risk factors have been reduced due to the demonstration of the
presence of productive hydrocarbons and improved geologic control. On an overall energy-
equivalent basis, our updated estimate of Mexico’s shale resources is about 10% lower than our
earlier 2011 estimate (624 Tcfe in this study vs 681 Tcf previously).

PEMEX has identified some 200 shale gas resource opportunities in five geologic
provinces in eastern Mexico, Figure II-3. According to the company, prospective regions
include 1) Paleozoic shale gas in Chihuahua region; 2) Cretaceous shale gas in the Sabinas-
Burro-Picachos region; 3) Cretaceous shale gas in the Burgos Basin; 4) Jurassic shale gas in
Tampico-Misantla; and 5) unspecified shale gas potential in Veracruz.
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Figure 1I-3. PEMEX Map Identifying Mexico’s Shale Gas Potential (November 2012)
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Source: PEMEX, 2012b.

PEMEX’s initial internal evaluation estimated 150 Tcf (P90) to 459 Tcf (P10) of
recoverable shale gas resources, with a median estimate of 297 Tcf. In 2012 PEMEX updated
its shale gas and shale oil resource assessment to 141.5 Tcf of shale gas (comprising 104.7 Tcf

dry and 36.8 Tcf wet) and 31.9 billion barrels of shale oil and condensate.

Initial shale gas and shale oil exploration began in Mexico in late 2011. PEMEX has
drilled at least six wells in the Eagle Ford Shale play in northern Mexico to date, but the
southern shale basins have not yet been tested. Despite some areas with favorable shale
geology, Mexico faces significant obstacles to shale development. The country’s upstream oll
industry is largely closed to foreign investment. None of the shale-discovering independent
E&P’s, which unlocked the North American shale plays, are active in Mexico. And, well services
for shale development are costlier than in the U.S. and Canada.
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Onshore eastern Mexico contains a series of medium-sized basins and structural highs
(platforms) within the larger western Gulf of Mexico Basin.®* These structural features contain
organic-rich marine shales of Jurassic and Cretaceous age that appear to be the most
prospective for shale gas and oil development. The arcuate coastal shale belt includes the
Burgos, Sabinas, Tampico, Tuxpan Platform, and Veracruz basins and uplifts. Because
detailed geologic maps of these areas generally are not readily available, ARI constructed the
general pattern of shale depth and thickness from a wide range of published local-scale maps

and structural cross-sections.

Many of Mexico’s shale basins are too deep in their center for shale gas and shale oll
development (>5 km), while their western portions tend to be overthrusted and structurally
complex. However, the less deformed eastern portions of these basins and adjacent shallower
platforms are structurally more simple. Here, the most prospective areas for shale gas and

shale oil development are buried at suitable depths of 1 km to 5 km over large areas.

Pyrolysis geochemistry, carbon isotope studies, and biomarker analysis of oil and gas
fields identify three major Mesozoic hydrocarbon source rocks in Mexico's Gulf Coast Basin: the
Upper Cretaceous (Turonian to Santorian), Lower-Mid Cretaceous (Albian-Cenomanian), and --
most importantly — Upper Jurassic (Tithonian), the latter having sourced an estimated 80% of
the conventional oil and gas discovered in this region.* These targets, particularly the Tithonian,

also appear to have the greatest potential for shale gas development, Figure II-4.

The following sections discuss the shale gas and shale oil geology of the individual sub-
basins and platforms along eastern Mexico’s onshore Gulf of Mexico Basin. The basins
discussed start in northern Mexico near the Texas border moving to the south and southeastern

regions close to the Yucatan Peninsula.
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Figure II-4. Stratigraphy of Jurassic and Cretaceous rocks in the Gulf of Mexico Basin, Mexico and USA.

Shale gas targets are highlighted.

Modified from Salvador and Quezada-Muneton, 1989.
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1. BURGOS BASIN (Eagle Ford and Tithonian Shales)
1.1 Geologic Setting

Located in northeastern Mexico’s Coahuila state, directly south of the Rio Grande River,
the Burgos Basin covers an onshore area of approximately 24,200 mi?, excluding its extension
onto the continental shelf of the Gulf of Mexico, Figure 1I-5. The Burgos Basin is the southern
extension of the Maverick Basin in Texas, the latter hosting the productive Eagle Ford and

Pearsall shale plays.

The Burgos Basin expanded during the Early Jurassic and developed into a restricted
carbonate platform, with thick salt accumulations that later formed a regional structural
detachment as well as isolated diapirs. Structural deformation took place during the late
Cretaceous Laramide Orogeny, resulting in some degree of faulting and tilting within the Burgos
Basin. However, this tectonic event was focused more on the Sabinas Basin and Sierra Madre
Oriental, while the Burgos remains structurally relatively simple and favorable for shale
development.> Thick Tertiary-age clastic non-marine deposits overlie the Jurassic and
Carbonate marine sequences, reflecting later alternating transgressions and regressions of sea

level in northeastern Mexico.®

The two most prospective shale targets in Mexico are present in the Burgos Basin: the
Cretaceous (mainly Turonian) Eagle Ford Shale play and the Jurassic (mainly Tithonian) La
Casita and Pimienta formations, Figure II-6. The Eagle Ford Shale in Mexico is the direct
extension of its commercially productive Texas equivalent, whereas the La Casita and Pimienta
formations correlate with the productive Haynesville Shale of the East Texas Basin. The La
Casita is believed to be the main source rock for conventional Tertiary clastic reservoirs
(Oligocene Frio and Vicksburg) in the southeastern Burgos Basin, with oil transported via deep-

seated normal faults.’

1.2 Reservoir Properties (Prospective Area)

Eagle Ford Shale. Based on analogy with the Eagle Ford Shale in Texas, industry and
ARI considers the Eagle Ford Shale in the Burgos Basin to be Mexico’'s top-ranked shale
prospect. The Eagle Ford Shale is continuous across the western margin of the Burgos Basin,
where the overall formation interval ranges from 100 to 300 m thick (average 200 m).®

Recognizing the sparse regional depth and thickness control on the Eagle Ford Shale in the
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Burgos Basin,” we relied on a recent PEMEX shale map to estimate a prospective area of
17,300 mi?, slightly less than our previous estimate of 18,100 mi?, comprising three distinct
areas where the shale lies within the 1 km to 5 km depth window, Figure 1I-5. The eastern

onshore portion of the Burgos Basin is excluded as the shale is deeper than 5 km.

Figure II-5. Burgos Basin Outline and Shale Gas and Shale Oil Prospective Areas.
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Figure 1I-6. Stratigraphic Cross-Section Along the Western Margin of the Burgos Basin.

Section is flattened on top Cretaceous.
The Eagle Ford Shale (EF) here ranges from about 100 to 300 m thick (average 200 m).

>
2

S ) WELLS B
DATUM 1 2 3 4 5 6 7 8 9 10 " 12 13 14 15 16 17 DATUM
M
SF
00— M | L ﬁf‘(‘ 500
—— | ,—//____-——-ﬂ'—_ 7
e ___,——‘—/ LT
==
B I
00— \ = R 1000
~ [ SAN JOSE DE
22‘\\/ | . 7l LAS RUSIAS PLATFORM
1600 [yt “k\/—‘—\/’r—‘"‘—‘—\_ I — (condensed stratigraphy)
/
u ]\\/____—-\/‘__‘___-———*—d RiO o
2000 |- [ /Cﬁ:%%""_—_ﬂ CONCHOS M Ménd
i / SF San Falipe
AN Al Ni
.__\__‘\ 1 | 71— gg g;!ael ue\mC
- 1est ura
— \\‘-___\_‘ /‘\__/’\ a0 o ) Eg Eg?’i aulipas
\ D Basinal carbonate g _o;?;?ss; R
WESTERN MARGIN OF L i [ sraleimat (deepwater) LT Lower Tamaulipas
sl BURGOS BASIN
M

Modified from Horbury et al., 2003.

Net organically-rich shale thickness within the prospective area ranges from 200 to 300
ft. Total organic content (TOC) is estimated to average 5%. Vitrinite reflectance (R,) ranges
from 0.85% to 1.6% depending on depth. Over-pressured reservoir conditions are common in
this basin and a pressure gradient of 0.65 psi/ft was assumed. The surface temperature in this
region averages approximately 20°C, while the geothermal gradient typically is 23°C/km.
Porosity is not known but assumed to be comparable to the Texas Eagle Ford Shale play at
about 10%.

La Casita and Pimienta (Tithonian) Shales. Several thousand feet deeper than the
Eagle Ford Shale, the La Casita and Pimienta shales (Upper Jurassic Tithonian) are considered
the principal source rocks in the western Burgos Basin. Extrapolating from the structure of the
younger Eagle Ford, the average depth of the Tithonian Shale is 11,500 ft, with a prospective
range of 5,000 to 16,400 ft. Gross formation thicknesses can be up to 1,400 ft, with an
organically rich net pay of about 200 ft. TOC of 2.6% to 4.0%, averaging 3.0%, consists mainly
of Type Il kerogen that appears to be entirely within the dry gas window (1.30% R,) with little to
no liquids potential.’® Reservoir pressure and temperature conditions are similar to those in the

Eagle Ford Shale play.
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1.3 Resource Assessment

Eagle Ford Shale. Within its 17,300-mi® prospective area, the Eagle Ford Shale
exhibits a high resource concentration of up to 191 Bcf/mi®. Risked shale gas in-place (OGIP)
totals 1,222 Tcf with risked shale oil in-place (OOIP) of 106 billion barrels. Risked, technically
recoverable resources are estimated to be 343 Tcf of shale gas and 6.3 billion barrels of shale

oil and condensate.

Tithonian Shale. Within the high-graded prospective area of 6,700 mi?, the Tithonian
La Casita and Pimienta shales are estimated to have approximately 50 Tcf of risked, technically
recoverable dry gas resources from 202 Tcf of risked gas in-place. Resource concentration is
about 100 Bcf/mi®,

1.4 Recent Activity

PEMEX initiated conventional exploration in the Burgos Basin in 1942, discovering some
227 mostly natural gas fields in this basin to date. Currently, there are about 3,500 active
natural gas wells producing in the Burgos Basin. These conventional reservoirs typically have
low permeability with rapidly declining gas production. Due to restrictions on upstream oil and
gas investment in Mexico, PEMEX is the only company that has conducted shale exploration

activity in the Burgos Basin to date.

PEMEX made its first shale discovery in the Burgos Basin during late 2010 and early
2011, drilling the Emergente-1 shale gas well located a few kilometers south at the
Texas/Coahuila border on a continuation of the Eagle Ford Shale trend from Texas. This initial
horizontal well was drilled to a vertical depth of about 2,500 m and employed a 2,550-m lateral
(although another source reported 1,364-m). Following a 17-stage fracture stimulation, the $20-
25 million well tested at a modest initial rate of 2.8 million ft*/day (time interval not reported),

which would not be economic at current gas prices.™

As of its last report (November 2012), PEMEX had drilled four shale gas exploration
wells in the Eagle Ford play of the Burgos Basin with one shale exploration well in the Sabinas
basin, reporting initial production for three wells. These wells include the Nomada-1 well
situated in the oil window, the Habano-1 well (IP 2.771 million ft*/day gas with 27 bbl/day crude)
and the Montafiés-1 well in the wet gas window of the Burgos Basin. The dry gas window in the

Burgos Basin was tested by the Emergente-1. The Percutor-1 (IP 2.17 million ft¥/day) tested the
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dry gas window in the Sabinas Basin. PEMEX has announced also drilled and produced gas
from the Arbolero-1 well (3.2 million ft*/day), the first test of the Jurassic shale in this basin.*?

PEMEX plans to drill up to 75 shale exploration wells in the Burgos Basin through 2015.

2. SABINAS BASIN (Eagle Ford and Tithonian Shales)
2.1 Geologic Setting

The Sabinas is one of Mexico’s largest onshore marine shale basins, extending over a
total area of 35,700 mi® in the northeast part of the country, Figure 1I-7. The basin initially
expanded during Jurassic time with a northeast-southwest trending structural fabric and was
later strongly affected by the Late Cretaceous Laramide Orogeny. Structurally complex, the
Sabinas Basin has been deformed into a series of tight, NW-SE trending, evaporate-cored folds
of Laramide origin called the Sabinas Foldbelt. Dissolution of Lower Jurassic salt during early
Tertiary time introduced a further overprint of complex salt-withdrawal tectonics.*®* Much of the
Sabinas Basin is too structurally deformed for shale gas development, but a small area on the

northeast side of the basin is more gently folded and may be prospective.

Petroleum source rocks in the Sabinas Basin include the Cretaceous OIlmos
(Maastrichtian) and Eagle Ford Shale (Turonian) formations and the Late Jurassic (Tithonian)
La Casita Formation. The latter two units contain marine shales with good petrophysical
characteristics for shale development.** In contrast, the Olmos Formation is primarily a non-
marine coaly unit that, while a good source rock for natural gas™ as well as a coalbed methane

exploration target in its own right,'® appears to be too ductile for shale development.

2.2 Reservoir Properties (Prospective Area)

Eagle Ford Shale. The Eagle Ford Shale is distributed across the NW, NE, and central
portions of the Sabinas Basin. The target is the 300-m thick sequence of black shales
rhythmically interbedded with sandy limestone and carbonate-cemented sandstone. We
estimated a 500-ft thick organic-rich interval with 400 feet of net pay. We considered the Eagle
Ford Shale in the Maverick Basin of South Texas as the analog for reservoir properties, using a
TOC of 4% and a thermal maturity of 1.50% (R,). Our estimate of porosity was increased to 5%
based on the rock fabric and correlation with the Texas Eagle Ford Shale analog. The average
depth for the prospective Eagle Ford is approximately 9,000 feet. Based on reported data,
mostly from coal mining areas, we use a slightly under-pressured gradient of 0.35 psi/ft for the

Sabinas Basin.
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Figure II-7. Sabinas Basin Outline and Shale Gas Prospective Area.
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La Casita Formation. This Tithonian-age unit, regarded as the primary hydrocarbon
source rock in the Sabinas Basin, consists of organic-rich shales deposited in a deepwater
marine environment. The La Popa sub-basin is one of numerous sub-basins within the Sabinas
Basin, Figure 11-8.2"*® The La Popa is a rifted pull-apart basin that contains thick source rock
shales. Up to 370 m of black carbonaceous limestone is present overlying several km of
evaporitic gypsum and halite. Total shale thickness in the La Casita ranges from 60 m to 800
m. Thick (300 m) and prospective La Casita Fm shales have been mapped at depths of 2,000
to 3,000 m in the central Sabinas Basin. Nearby, a thicker sequence (400-700 m) was mapped
at greater depth (3,000 to 4,000 m).

The high-graded prospective area for the La Casita Formation averages 11,500 ft deep,
about 2,500 ft deeper than the Eagle Ford Shale. The La Casita Formation averages about 240
ft of net pay thickness within an 800-ft thick organic-rich interval and has 2.0% average TOC
that is gas prone (2.5% R,). Our estimate of porosity in the La Casita was increased to 5%
based on the rock fabric and correlation with the deep Texas and Louisiana Haynesville Shale

analog.

2.3 Resource Assessment

Eagle Ford Shale. The Eagle Ford Shale unit is the larger shale gas target in the
Sabinas Basin, with an estimated 100 Tcf of technically recoverable shale gas resource out of
501 Tcf of risked shale gas in-place within the 9,500-mi? prospective area. The average

resource concentration is high at 132 Bcf/mi?.

La Casita Formation. The secondary target in the Sabinas Basin, the underlying La
Casita Formation, has an estimated 24 Tcf of technically recoverable shale gas out of 118 Tcf of

risked shale gas in-place. Its resource concentration is estimated at 69 Bcf/mi?.

2.4 Recent Activity

PEMEX has drilled one shale gas exploration well in the Sabinas Basin, confirming the
continuation of the Eagle Ford Shale play. The Percutor-1 horizontal well, completed in March
2012, produced dry gas from a sub-surface depth of 3,330-3,390 m. The well’s initial production
rate was a modest 2.17 million ft*/day (measurement time interval not specified), with production

reportedly declining rapidly.
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Figure 1I-8. Geologic Map of the La Popa Sub-Basin, Southeastern Portion of the Sabinas Basin.

Note the numerous detachment and salt-controlled folds.
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3. TAMPICO BASIN (Pimienta Shale)

3.1 Geologic Setting

Bounded on the west by the fold-and-thrust belt of the Sierra Madre Oriental (Laramide)
and on the east by the Tuxpan platform, the Tampico-Mizatlan Basin extends north from the
Santa Ana uplift to the Tamaulipas arch north of Tampico, Figure 11-9. At the northern margin of

the basin is an arch, limited by a series of faults extending south from the Tamaulipas arch.

Figure I1-9. Prospective Pimienta Formation (Tithonian) Shale, Tampico Basin.
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The principal source rock in the Tampico Basin is the Upper Jurassic (Tithonian)
Pimienta Shale, Figure 11-10. Although quite deep over much of the basin, the Pimienta reaches
shale-prospective depths of 1,400 to 3,000 m in the south where three uplifted structures occur.
The 40-km long, NE-SW trending Piedra de Cal anticline in the southwest Bejuco area has
Pimienta Shale cresting at 1,600-m depth. The 20-km long, SW-NE trending Jabonera syncline
in southeast Bejuco has maximum shale depth of 3,000 m in the east and minimum depth of
about 2,400 m in the west. A system of faults defines the Bejuco field in the center of the area.

Two large areas (Llano de Bustos and La Aguada) lack upper Tithonian shale deposits.

Figure 1I-10. Structural Cross-Section of the Tampico Basin
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Source: Escalera Alcocer, 2012.

3.2 Reservoir Properties

Near the city of Tampico, some 50 conventional wells have penetrated organic-rich
shales of the Pimienta Formation at depths of about 1,000 to 3,000 m. Three distinct thermal
maturity windows (dry gas, wet gas, and oil) occur from west to east, reflecting the gentle
structural dip angle in this basin. Average shale depth ranges from 5,500 to 8,000 ft. Excluding
the paleo highs, the prospective area of the Pimienta Shale totals approximately 13,600 mi’.
Detailed shale thickness data are not available, but the Pimienta Fm here generally ranges from
200 m thick to as little as 10 m thick on paleo highs. We estimate an average net shale
thickness of about 200 ft, out of the total organically rich interval of 500 ft within the prospective
area. Average net shale TOC is estimated at 3%, with average thermal maturity ranging from
0.85% to 1.4% R,.
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3.3 Resource Assessment

The Pimienta Shale in the Tampico Basin holds an estimated 23 Tcf and 5.5 billion
barrels of risked, technically recoverable shale gas and shale oil resources, out of risked OOIP
and OGIP of 151 Tcf and 138 billion barrels, respectively. The shale gas resource
concentration averages 19 to 83 Bcf/mi? while the shale oil concentration averages 17 to 38

million bbl/mi?.

3.4 Recent Activity

PEMEX reported that it is evaluating the shale geology of the Tampico Basin and plans

to drill up to 80 shale exploration wells through 2015.*°

4, TUXPAN PLATFORM (Pimienta and Tamaulipas Shales)
4.1 Geologic Setting

The Tuxpan Platform, located southeast of the Tampico Basin, is a subtle basement
high that is capped with a well-developed Early Cretaceous carbonate platform.?° A particularly
prospective and relatively well defined shale gas deposit is located in the southern Tuxpan
Platform. Approximately 50 km south of the city of Tuxpan, near Poza Rica, a dozen or so
conventional petroleum development wells in the La Mesa Syncline area penetrated thick
organic-rich shales of the Pimienta (Tithonian) and Tamaulipus (Lower Cretaceous)

Formations.?

A detailed cross-section of the Tuxpan Platform shows thick Lower Cretaceous and
Upper Jurassic source rocks dipping into the Gulf of Mexico Basin, Figure 1lI-11. These source

rocks reach prospective depths of 2,500 m. Thermal maturity ranges from oil- to gas-prone.

4.2 Reservoir Properties (Prospective Area)

Pimienta Fm. The organically rich portion of the Jurassic Pimienta Shale averages
about 500 ft thick in the high-graded area, with net thickness estimated at 200 ft. However,
southeast of Poza Rica some areas the shale is thin or absent, probably due to submarine
erosion or lack of deposition, Figure 12. The gamma ray log response in the organic-rich
Pimienta Shale indicates moderate TOC of 3.0%, which is in the oil to wet gas window (average
R, of 0.9%). Depth ranges from 6,600 to 10,000 ft, averaging about 8,500 ft.
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Tamaulipas Fm. The Lower Cretaceous Tamaulipas Fm spans a depth range of 6,000
to 9,500, averaging about 7,900 ft. The organic-rich interval averages 300 ft thick, with net pay
estimated at about 210 ft. TOC is estimated to be 3.0%. The average thermal maturity is

slightly lower than for the deeper Pimienta, at 0.85% R,.

Figure II-11. Cross-Section of the Tuxpan Platform.
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Figure 1I-12. Potentially Prospective Shale Gas and Shale Qil Areas of the Tuxpan Platform.
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4.3 Resource Assessment

Pimienta Fm. In the Tuxpan Platform, the prospective area of the Pimienta Fm shale is
estimated to be approximately 1,000 mi®. Risked, technically recoverable resources are
estimated to be about 1 Tcf of shale gas and 0.5 billion barrels of shale oil and condensate.

Risked shale resource in-place is estimated at 10 Tcf and 12 billion barrels.

Tamaulipas Fm.  Due to limited data on the younger Tamaulipas Fm the same
prospective area of the Pimienta Shale was assumed (1,000 mi®). The Tamaulipas Shale is
estimated to have risked technically recoverable resources of about 1 Tcf of shale gas and 0.5
billion barrels of shale oil and condensate, out of risked shale resources in-place of 9 Tcf and 13

billion barrels.

4.4 Recent Activity

No shale gas or oil exploration activity has been reported on the Tuxpan Platform.
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5. VERACRUZ BASIN (Maltrata Shale)
5.1 Geologic Setting

The Veracruz Basin extends over an onshore area of 9,030 mi?, near its namesake city.
The basin’'s western margin is defined by thrusted Mesozoic carbonates (early Tertiary
Laramide Orogeny) of the Cordoba Platform and Sierra Madre Oriental, Figure 11-13. The basin
is asymmetric in cross section, with gravity showing the deepest part along the western margin,
Figure 11-14.?* The basin comprises several major structural elements, from west to east: the
Buried Tectonic Front, Homoclinal Trend, Loma Bonita Anticline, Tlacotalpan Syncline, Anton

Lizardo Trend, and the highly deformed Coatzacoalcos Reentrant in the south.?®

A recent shale exploration map released by PEMEX indicates the prospective area of
the Veracruz Basin is much smaller than previously assumed in the 2011 EIA/ARI study. This is
because the shale is shown to be dipping at a steeper angle than previously mapped. In

addition, both shale gas and oil thermal maturity windows are present.

5.2 Reservoir Properties (Prospective Area)

Maltrata Fm. The Upper Cretaceous (Turonian) Maltrata Formation is a significant
source rock in the Veracruz Basin, containing an estimated 300 ft of organic-rich, shaly marine
limestone. TOC ranges from 0.5% to 8%, averaging approximately 3%, and consists of Type I
kerogen. Thermal maturity ranges from oil-prone (R, averaging 0.85%) within the oil window at
depths of less than 11,000 ft, to gas-prone (R, averaging 1.4%) within the gas window at
average depths below 11,500 ft.

5.3 Resource Assessment

Maltrata Fm. Whereas we previously had assumed that 90% of the Veracruz Basin
(8,150 mi®) is in a favorable depth range, based on available cross-sectional data, the new
PEMEX map indicates that the true prospective area in the Veracruz Basin could be much
smaller, perhaps only 960 mi. This yields a reduced estimate of 3 Tcf and 0.3 billion barrels of
risked technically recoverable shale gas and shale oil resources for the Maltrata Formation in

the Veracruz Basin, out of 21 Tcf and 7 billion barrels of risked shale gas and shale oil in-place.
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5.4 Recent Activity

PEMEX plans to drill up to 10 shale exploration wells in the Veracruz Basin in the next

three years.

Figure I1-13. Veracruz Basin Outline and Shale Gas and Shale Oil Prospective Area.
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Figure II-14. Veracruz Basin Cross Section Showing the Maltrata Shale

Source: Escalera Alcocer, 2012.

June, 2013 Il-24 A

Advanced Resources
Inernational, Inc.



Il. Mexico EIA/ARI World Shale Gas and Shale Oil Resource Assessment

REFERENCES

! Salvador, A. and Quezada-Muneton, J.M., 1989. “Stratigraphic Correlation Chart, Gulf of Mexico Basin.” In The Geology of
North America, Vol. J, The Gulf of Mexico Basin. The Geological Society of America, 1991, p. 131-180.

% Mello, U.T. and Karner, G.D., 1996. “Development of Sediment Overpressure and Its Effect on Thermal Maturation:
Application to the Gulf of Mexico Basin.” American Association of Petroleum Geologists, vol. 80, no. 9, p. 1367-1396.

% Salvador, A., 1991a. “Plate 3 : Structure at Base and Subcrop Below Mesozoic Marine Sections, The Gulf of Mexico Basin.”
The Geology of North America, Vol. J, The Gulf of Mexico Basin. The Geological Society of America.

* Guzman-Vega, M.A., Castro Ortiz, L., Roman-Ramos, J.R., Medrano-Morales, L., Valdez, L.C., Vazquez-Covarrrubias, E., and
Ziga-Rodriguez, G., 2001. “Classification and Origin of Petroleum in the Mexican Gulf Coast Basin: an Overview.” In Bartolini,
C., Buffler, R.T., Cantd-Chapa, A. (Eds.), The Western Gulf of Mexico Basin: Tectonics, Sedimentary Basins and Petroleum
Systems. American Association of Petroleum Geologists, Memoir 75, pp. 127-142.

® Hernandez-Mendoza, J.J., DeAngelo, M.V., Wawrzyniec, T.F., and Hentz, T.F., 2008. “Major Structural Elements of the
Miocene Section, Burgos Basin, Northeastern Mexico.” American Association of Petroleum Geologists, Bulletin, v. 92, p.
1479-1499.

® Hernandez-Mendoza, J.J., Hentz, T.F., DeAngelo, M.V., Wawrzyniec, T.F., Sakurai, S., Talukdar, S.C., and Holtz, M.H., 2008.
“Miocene Chronostratigraphy, Paleogeography, and Play Framework of the Burgos Basin, Southern Gulf of Mexico.”
American Association of Petroleum Geologists, Bulletin, v. 92, p. 1501-1535.

" Cuevas Leree, A., Mufioz-Cisneros, R., Silva-Saldivar, P., De la Rosa, V.H., Rivas, E.O., Gonzalez, J., and Fernandez-Turner,
R., 2004. “A New Upper Oligocene Oil Play in Southern Burgos Basin, México.” Search and Discovery Article #10075,
Adapted from extended abstract prepared for presentation at AAPG Annual convention, April 18-21, 2004.

8 Horbury, A. D., Hall, S., Gonzalez, F., Rodriguez, D., Reyes, A., Ortiz, P., Martinez, M., and Quintanilla, G., 2003. “Tectonic
Sequence Stratigraphy of the Western Margin of the Gulf of Mexico in the Late Mesozoic and Cenozoic: Less Passive than
Previously Imagined.” in C. Bartolini, R. T. Buffler, and J. Blickwede, eds., The Circum-Gulf of Mexico and the Caribbean:
Hydrocarbon Habitats, Basin Formation, and Plate Tectonics. American Association of Petroleum Geologists, Memoir 79, p.
184-245.

® Perez Cruz, G.A., 1993. “Geologic Evolution of the Burgos Basin, Northeastern Mexico.” Ph.D. thesis, Rice University, 577 p.

1% Ambrose, W. A., et al., 2005. “Neogene Tectonic, Stratigraphic, and Play Framework of the Southern Laguna Madre-Tuxpan
Continental Shelf, Gulf of Mexico.” American Association of Petroleum Geologists, Bulletin, v. 89, p. 725-751.

" Estrada, J., 2012. “Gas de Lutita en México: Planes, Potencial y Regulaciones.” Analytica Energetica, S.P., August, 56 p.
2 pPEMEX, Form 6-K, U.S. Securities and Exchange Commission, November 2012, p. 7.

13 Soegaard, K., Ye, H., Halik, N., Daniels, A.T., Arney, J., and Garrick, S., 2003. “Stratigraphic Evolution of Latest Cretaceous
to Early Tertiary Difunta Foreland Basin in Northeast Mexico: Influence of Salt Withdrawal on Tectonically Induced Subsidence
by the Sierra Madre Oriental Fold and Thrust Belt.” in C. Bartolini, R. T. Buffler, and J. Blickwede, eds., The Circum-Gulf of
Mexico and the Caribbean: Hydrocarbon Habitats, Basin Formation, and Plate Tectonics, American Association of Petroleum
Geologists, Memoir 79, p. 364-394.

* Equiluz de Antufiano, S., 2001. “Geologic Evolution and Gas Resources of the Sabinas in Northeastern Mexico.” In: Bartolini,
C., Buffler, R.T., Cantu-Chapa, A. (Eds.), The Western Gulf of Mexico Basin: Tectonics, Sedimentary Basins and Petroleum
Systems. American Association of Petroleum Geologists, Memoir 75, pp. 241-270.

June, 2013 II-25 A

Advanced Resource o5
International, Inc.



Il. Mexico EIA/ARI World Shale Gas and Shale Oil Resource Assessment

!> Alsaab, D., Suarez-Ruiz, 1., Elie, M., Izart, A., and Martinez, L., 2006. “Comparison of Generative Capacities for Bitumen and
Gas Between Carboniferous Coals from Donets Basin (Ukraine) and a Cretaceous Coal from Sabinas—Piedras Negras Basin
(Mexico) During Artificial Maturation in Confined Pyrolysis System.” International Journal of Coal Geology, vol. 71, p. 85-102.

16 Eguiluz, de Antunano, S., and Amezcua, N.T., 2003. “Coalbed Methane Resources of the Sabinas Basin, Coahuila, Mexico.”
in C. Bartolini, R. T., Buffler, and J. Blickwede, eds., The Circum-Gulf of Mexico and the Caribbean: Hydrocarbon habitats,
basin formation, and plate tectonics. American Association of Petroleum Geologists, Memoir 79, p. 395-402.

" Lawton, T.F., Vega,, F.J., Giles, K.A., and Rosales-Dominguez, C., 2001. “Stratigraphy and Origin of the La Popa Basin,
Nuevo Leon and Coahuila, Mexico.” In C. Bartolini, R.T. Buffler, and A. Cantu-Chapa, eds., The Western Gulf of Mexico
Basin: Tectonics, Sedimentary Basins, and Petroleum Systems. American Association of Petroleum Geologists, Memoir 75,
p. 219-240.

'8 Hudson, S.M. and Hanson, A.D., 2010. “Thermal Maturation and Hydrocarbon Migration Within La Popa Basin, Northeastern
Mexico, with Implications for Other Salt Structures.” American Association of Petroleum Geologists, Bulletin, vol. 94, p. 273-
291.

9 PEMEX, Investor Presentation, November 2012, 43 p.

%% salvador, A., 1991c. “Plate 6 : Cross Sections of the Gulf of Mexico Basin.” The Geology of North America, Vol. J, The Gulf
of Mexico Basin. The Geological Society of America.

%L Cantu-Chapa, A., 2003. “Subsurface Mapping and Structural Elements of the Top Jurassic in Eastern Mexico (Poza Rica and
Tampico Districts).” In C. Bartolini, R.T. Buffler, and J. Blickwede, eds. The Circum-Gulf of Mexico and the Caribbean:
Hydrocarbon Habitats, Basin Formation, and Plate Tectonics. American Association of Petroleum Geologists, Memoir 79, p.
51-54.

%2 Escalera Alcocer, J.A., 2012. “Potencial de Recursos no Convencionales Asociado a Plays de Aceite y Gas de Lutitas en
México.” ExpoForu PEMEX, August 1, 37 p. (in Spanish).

2 prost, G. and Aranda, M., 2001. “Tectonics and Hydrocarbon Systems of the Veracruz Basin, Mexico.” In C. Bartolini, R.T.
Buffler, and A. Cantu-Chapa, eds., The Western Gulf of Mexico Basin: Tectonics, Sedimentary Basins, and Petroleum
Systems. American Association of Petroleum Geologists, Memoir 75, p. 271-291.

June, 2013 11-26 A

Advanced Resources
International, Inc.



