3

¥

2

e B0 |
WS S

SRR S

v v
§ A maEaan

SESA_IMuw»__ s
- WS

s

VWS B SARA a - aan o
/BN V/iE S ERRZART T

SF

AN EY SHANY

SEaFnIE

| 2015: Year of changes and
. opportunities in the Mexican
energy sector

Gerardo Bazan G.
Enero 2015



2013-2014: Structural reforms

Energy sector development

New energy strategy and general objectives
Architecture of the new energy sector

First considerations and observations

Opportunities and challenges

S A o

Conclusions and recommendations



1. 2013-2014: Structural reforms
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1. 2013-2014: Structural reforms
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2. Energy sector development

Evolution of the energy sector

Start production of oil and electricity

_ _ Import permits, transportation, storage
(Concesiones a particulares)

and distribution of natural gas

Nationalization of the electric industry Energy
(Electricity monopolium) Reform

1936 1962 1992 1995 2000 2013 2015....

Permits to independent electricity
producers / Basic and secondary
Petrochemicals defined .
First Independent Producer

Oil exproriation
Pemex and CFE.- descentralized public
organizations



2. Energy sector development

Efectiveness

Efectiveness vs. Eficiency Dicotomy

98 % of the population has access to electricity and fuel
8th Crude oil export country
6th Electric company in the world

v

Not efficiency

High fiscal dependence on oil exports

High subsidies on electricity and automotive fuels
Weak financial results of Pemex and CFE

Rapid oil production declination

Growing fuels imports

Structural limitations in refinning and petrochemical
production



3. New energy strategy and general objectives

= Private participation in hidrocarbons
v Exploration and exploitation
Attract v Transformation
Investments v Transportation, storage, distribution and
commercialization of refining products

= Private participation in electricity

(wholesale market)

v Generation

MOderS”ééfO?”ergy v Distribution and commercialization

P 1 1 1 1 1

Boost Reduce Reduce Develop Restitution Oil production
economic energy prices financial, long-term rates of proved (2018) > 3Mbd
development geological, savings oil and gas
environmental (Fondo reserves >
risks Mexicano del 100%

Petrdleo)



4. Architecture of the new energy sector

o Clear division role of the state

e Pemex and CFE are transformed
Into productive companies

« Strengthen the Ministry of Energy

« National Agency of Industrial
Safety and Environmental
Protection

* National Centre of Natural Gas

* National Centre of Power Control

| » Transparency and corporate governance
* International efficiency standards
Effectively combat corruption

Boost development with social
responsibility and environmental
protection

Source: SENER



4. Architecture of the new energy sector

Energy Instrumentation process
Reform

Management

Operational
/ structural P

2013 2014 2015 2016...



. First considerations and observations

Too strong optimism In the energy reform
Too ambitious goals (natural gas and crude oil production)

Growing dependence on (imported) natural gas / less
diversified energy portfolio

Uncertain future for LNG investments

Overestimated non conventional hydrocarbons potential
(EIA redefinition of shale gas potential and regions)

High vulnerability to changes in international markets

Electricity and oll prices reduction by decree rather than by
market behavior



. Opportunities and challenges

Mexico is still a country with low levels of energy
consumption

Infrastructure is a key element for economic growth

Energy sector is one of the main beneficiaries of structural
reforms

Clear opportunities in transportation, power and renewables
Europe has a long relation with the Mexican energy industry



7. Conclusions

 Unprecedented change in the energy sector.

« Mexican society is playing an important role so that the
problems affecting the country hopefully will be diminished.

* Private companies should conduct a detailed assessment of
the social environment and the risks involved, and thereby
develop their strategies, taking into account the participation
of local communities.

 The energy reform has opened new fields of opportunity in
every area in the Mexican energy sector.

* The first step has been taken and Mexico are looking forward
to building long-term relationships with major energy
companies and service worldwide.
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