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Where do we want to go

Developing and implementing a common risk language
throughout the company

Match the risk characteristics of our assets to the risk profile of
key stakeholders

Benchmarks (net cash flow, future investments)

Make investment (budgeting-capital allocation) decisions based
not only on expected return, but also on risk (marginal
contribution to overall risk)

Evaluate the performance of business units on a risk-adjusted
basis — consumption of economic capital
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Market Risk

Developed a Cash flow at risk model for the business units and
the Group

Monthly EBIAT, budget vs confidence interval

Reported daily




Credit Risk

Developed an Internal Credit Risk model

Implemented with some business units

2. Asset value

Reporting daily 3 Nolatility

4. Distance to Default

)

1. Default Point

Next step: Guidelines for changes in credit quality




Operational Risk

Extreme Value Theory applied to loss record

Pricing mechanism for risk retention/transfer (Captive Company)

Critical facilities and processes identified (HSE / Business Lines)

Loss prevention and control program (HSE / Business Lines)




Daily Risk Report

Available in the Pemex intranet

Expectativas de Mercado del Precio de
Gas Natural (Henry Hub) al 30/0ct /2002
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Next Steps

Finish work in progress..

Develop a common denominator for risk valuation

Set a new framework for risk auditing and compliance (Internal
Auditors)

New challenges..




Operational Risk

Work in progress: Hurricane modelling / PD / Bl

Hurricane Kenna
October 24, 2002
2 PM PDT Thursday
Advisory 12 Gl
Current Center Location 178 M 108.7 W
Max Sustained Wind 180 mph
Current Movement 10 mph
@ Current Center Location
& Forecast Center Positions
f._,, Potential Track Area
B Hurricane Wariing
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Linking Risk Quality to Performance
Measurement
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