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Mexico’s energy consumption

by fuel, 2008
Electricity  Solid fuels"”
13.8% 12.2%
Dry gas LPG
9.8% 9.4%
Fuel oil
1.9%
Diesel
16.9% Gasoline
Kerosene 33.4%

2.7%

1/ Itincludes coal, wood, sugar cane,
coking coal and petroleum coke.

Mexico’s Vice-Minister of Energy, Jordy
Herrera, addressed the Japanese audience
on September |0,

Source: National Energy Balance 2008,
Ministry of Energy (SENER)
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Strong Interest in Mexico’s Energy Projects
Shown by Japanese Companies

Mexico is implementing a two-tier strategy on energy that
focuses on the development and use of renewable energy
and energy conservation, while revamping its oil and gas sec-
tor by adopting efficient processes and the latest technology.
In 2008, the Mexican Congress approved an Energy Reform
measure which was dedicated to make the operation of
PEMEX, Mexico’s state-owned oil and natural gas company,
more transparent and efficient. The Reform also created fiscal
and regulatory incentives to increase investments in renew-
able energy projects for the use of wind, solar radiation,
hydro, biomass, and geothermal energies. It also provided the
mandate to promote energy conservation through different
schemes, including programs for the substitution of home
appliances, use of high energy saving light bulbs, and the

development of “smart energy grids” to reduce waste.

On September 10th, a seminar on Mexico’s Energy sector
was held in Tokyo where Jordy Herrera, Vice-Minister for
Energy Planning of the Ministry of Energy, discussed general
concepts of the Reform and the business opportunities in
the oil and gas, and renewable energy sectors. Vice-Minister
Herrera also explained the country’s energy transition goals
to depend less on fossil fuels and more on the utilization
of renewable energies and the achievement of energy
efficiencies and savings in the short and medium terms. The
seminar, which the Embassy of Mexico and the Japan Bank for
International Cooperation jointly organized, was attended by
more than a hundred and sixty representatives of companies
and institutions. Raul Urteaga Trani, Director of the office of
the Mexico-Japan Economic Partnership Agreement (EPA) in
Tokyo, highlighted provisions of the trade agreement that fos-
ter investment and technology transfer in renewable energies.
This includes the manufacturing in Mexico of photovoltaic
panels, solar thermal and wind power equipment, transport
equipment, including electric rolling stock, and lithium bat-
teries. Moreover, he also commented on Mexico’s regulatory
framework for energy efficiency and the utilization of renew-
able energy technologies in the construction, transportation

and manufacturing industries.

Please visit our website : www.mexicotradeandinvestment.com
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Percentage of Stimulus dedicated to Green Projects

Country (USS Biion Total Simulus
South Korea 59.9 78.8%
China 218.1 33.6%
Japan 23.6 15.3%
U.S.A. 117.2 12.0%
Mexico 0.8 10.4%
Spain 0.8 5.6%

Source: Financial Times with data from the HSBC

BRDEEZR T TBERRIRILF—FIAD o 0K
FEziRS T, ZOFNAZEMS S ic, RE. HENG
BOEHNMTONTVNDEN, XFY BT U—VIRILF—
CRAIRICERZEVWCREDHEZREY 57csd. TR
F—RHICANEEEZR U TVWE I E5IC AFYIRBI U —
VIR F—EEEEC IR T LAOETEREEEE U T
HHEIZLDDHD. KEBFHSHE 10 FHICRBIRILF—
BifizkFEY 57 1,500 8 RILREZBL U TRIT /By
EHEICLDRESNIREDEEZRITZ I EHBA/HSNT
WET, E5IC. KEIXRLF—EDOBEICEINEE. BAKE
B —EY ERBHR/NRIVICKH UL TEHRT 2030 £F Tl
TOh3REORFEIR. Tnzh 21 FEEIL. 15
FRRILTT. InSOEMORRE - FEDO—RIEAFIT
TN EILBBTLE S, AFYATIEKEZDOMDOHNE
PESICHBEENAFYAOI VI ZF ) VT, Sm
BR4AE. BVWEAEIXMEFERL TIERZOMOTISICER
EHIELTVWERT, XFPOR@FHR, AHEEECRERS

Mexico’s Renewable Energy and
Energy Conservation Schemes

Effects of climate change and depletion of fossil fuels —mainly
oil= in the next decades are prompting governments and
industries around the world to act to protect the environ-
ment and to secure a stable supply of energy at sustainable
levels for the future. At the centerpiece of these efforts are
domestic legislation, public subsidies, development of new
technologies, and the new international framework that will
emerge to implement reductions of greenhouse gas emis-

sions to the atmosphere.

In order to reduce the country’s dependence on oil, the
Mexican government decided to promote energy transition
toward sustainable and renewable sources. In its energy tran-
sition program, the government aims to increase the use of
renewable energy from the current 3.3% of the total installed
generation capacity to 7.6% by 2012. Programs for energy
efficiency for households, such as to finance the purchase of
energy-efficient electrical appliances and solar water heaters
and the replacement of light bulbs for compact fluorescent

lamps, are also being implemented.

In the context of current global efforts to accelerate the
development of technologies and increase the use of renew-
able energies with governments’ subsidizing funds, Mexico is
also dedicating public resources to finance energy programs
with emphasis on clean energies and energy conservation.
Furthermore, Mexico is positioning itself as a leading
manufacturer of clean energy equipment and systems and will
benefit from investments as a result of the US$150 billion
subsidy program that the U.S. government is funding for the
development of alternative energy technologies over the
next ten years. Furthermore, the U.S. Department of Energy
estimates that the cumulative global investment in wind
turbines and solar panels could be worth US$2,100 billion
and US$1,500 billion, respectively, by 2030. Part of the devel-
opment and manufacturing of these technologies will take
place in Mexico, where U.S. and other foreign and domestic
companies increasingly take advantage of Mexican engineer-
ing ability, quality production, and low manufacturing cost to
supply the North American and other markets. Mexico also
has its own Clean Technology Fund dedicated to promote the
use of renewable energy and energy efficient technologies
in public transportation and power plants. Overall, Mexico’s
policies on renewables and energy conservation seek to
encourage multi-stakeholder partnerships aimed at scaling up
investments as well as facilitating the development of innova-

tion related to clean energy.
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Mexico-Japan EPA : A Framework for Bilateral Cooperation
on Renewable Energy and Energy Conservation

- Support of ongoing efforts to strengthen institutional capacity
building, particularly at sub-national levels

- Step up bilateral cooperation as mandated in Art 147 of the
Mexico-Japan EPA in the field of Environment by means of
workshops and exchange of trainees

- Japan’s programs on energy conservation and energy efficient
technologies could have successful application in Mexico.

- At the business level, both countries are interested in develop-
ing new technology applications and having their private sectors
lead in the creation of new markets, which in turn will incentivize
further development of technologies.

Mexico’s Enhanced Oil and Gas Sector
Mexico is one of the world’s ten largest producers of
oil and natural gas. Under the Mexican Constitution, oil
and natural gas exploration, exploitation and refining are
conducted by Petroleos Mexicanos or PEMEX, a state-
run company which works with independent contractors
—both domestic and foreign— to undertake its activities as
mandated in the 2008 Energy Reform. In order to address
the current problem of diminishing oil reserves, the
Mexican government implemented changes within the legal
framework of PEMEX to improve its business practices
and give it tools to carry out necessary exploration
projects. As a result, the company’s financial capacity and
budgetary flexibility have been strengthened in the making
of productive investments. In addition, PEMEX is allowed
to contract with third parties for services or public works
procurement, in accordance with the rules issued by
PEMEX’s board of directors, following prevailing industry
standards and practices. It is estimated that the Reform
would generate on average additional investment of US$12

billion per year over the period of 2010 to 2025.

Looking back on the past ten years, Mexico’s oil produc-
tion had increased until 2004, however, since that year
it has been dropping continuously. In 2009, the crude

(Continued on next page)

RESOURCE INFORMATION ON MEXICO TRADE AND INVESTMENT

® Office of the President of Mexico (X ¥ JK#EHEAT) : htep://www.presidencia.gob.mx

® Mexico’s Secretary of Economy (X =¥ J#%K&) :http://www.economia.gob.mx

® Embassy of Mexico in Japan (fEH X F ¥ I & REKRELE) : htep://www.sre.gob.mx/japon/

©® PROMEXICO (X OBZIRE(EERT) : http://www.promexico.gob.mx

® Mexico’s National Institute of Statistics, Geography and Informatics (X & & JEIZfFET HIIRIERRE) : htep://www.inegi.org.mx

® Mexico’s Central Bank, Banco de México (X =3 O8R4T) :http://www.banxico.org.mx

® Mexico’s Secretary of Agriculture, Livestock, Rural Development, Fisheries and Food (X &3 JEHMAZESR) : http://www.sagarpa.gob.mx
® Mexico’s Secretary of Energy (X~ AT R)LF¥—%&) :http://www.sener.gob.mx

® Mexico Tourism Board (X =3 AEHF) : http://www.visitmexico.com

® The Mexican Federation of Aerospace Industries (FEMIA) : http://www.femia.com.mx
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2012 GOALS TO ENERGY TRANSITION

Mexico’s Energy Sources in 2008

Geothermic,
Fossil Fuels, 96.7% 1.66%
Renewable
Energies,
3.3%

0.65%

(GIEI 7))
JLIMICER SN ERRESNFT Ulco HBIMPTICIE 98 B R
IR U 5N, 2016 FXTICTERY BFTE T, ZDEHL
EEENF. HE3RNLILEEEFESNTLET,

3B PEMEX (3 2014 X TIcXF Y EORBHETA
HMAEEZITSEBEZHRRLUE U, PEMEX (39 TICHEHIZE
LT 11 BROMEO—HTRHERAAZZRERELTVWE
Jo 2010 FDHIFICEFW DHODEETOY TV FDANZ
RT3 ENFESNTVWERT, PEMEX [ERBIERID o6
DEMZEITTICHRELTHED. 2010~ 2011 FITIERIHA
N3 InsSoEMEzRVWCORBEHRARZSSICHEL, A
HMEESZBNS B LHDOENZIT>TVET,

Examples of recent Japanese investments
in clean energy technologies in Mexico

Company Description Amount USD
Establishment of a new plant to
manufacture solar modules to
Kyocera increase in the current annual
production capacity of 25MW to
150MW by 2010.

34 million

Geothermic,

1.65%

Biomass and Biogas,”

_0.85%
Small Hydroeiectrlcs 5

Biomass and Biogas,

0.86%

Small Hydroelectrics,

Expansion of its VienTek plant to
increase in the production capac-
ity of large-scale wind turbine
blades.

Mitsubishi Heavy

Industries 48 million

Expansion of its plant to increase
the production capacity of solar
modules from 20MW to 50MW.

Sanyo Electric 7 million

Acquisition of 100% of the
shares of Earth Tech Mexican
Holdings (a Mexican company),
a leading water/wastewater treat-
ment engineering and construc-
tion company.

Mitsui & Co. and

Toyo Corp. 40 million

In power generation, in the last 20 years, more than thirty public
concessions (for the construction and management of power

plants) have been won by Japanese companies in Mexico
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Mexico’s Energy Sources Goal in 2012

Fossil Fuels, 92.4%

Renewable

0 17% Energ|es

’ .6%
Wind,

4.30%

Source: Ministry of Energy (SENER)

(from previous page)

oil production is estimated to be 77% of the 2004 level
due to higher production costs and lack of exploration.
The current level of oil reserves is 14.3 billion barrels.
Furthermore, while gasoline demand in the country has
grown at a fast pace, its domestic supply has slightly
increased in the past ten years. Today, 41% of Mexico’s
gasoline consumption depends on imports. In order to
reverse these tendencies, Mexico is putting in efforts and
making investments in exploring and exploiting new oil
reserves and increasing the capacity of refineries. Since
most of the potential reserves are found in deep waters,
state-of-the-art foreign technology and investments are
expected for exploration. In August, the construction of
a new oil refinery, which is one of the most important
projects in President Felipe Calderon’s energy strategy,
was announced to take place in the state of Hidalgo. The
new refinery with a total investment of US$9.8 billion will
be completed by 2016. It will have a processing capacity of

300 million barrels of heavy crude oil a day.

Recently, PEMEX announced its plans to produce oil in
deep waters of the Gulf of Mexico by 2014. The company
has found crude oil and gas in some of the eleven wells
that have been drilled. It is planned to start calling for bids
for some of the exploration projects in the first semester
of 2010. PEMEX will put further effort to exploit more
oilfields and increase oil production with equipment for
deep water drilling which have been ordered for delivery
in 2010 and 201 1.

For information on Mexico’s energy programs, please

contact: comunicatokio@economia.gob.mx
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Office of Mexico-Japan Economic Partnership Agreement

The enactment in 2005 of the Mexico-Japan Economic Partnership Agreement (EPA) prompted the establishment of the office of Mexico’s Secretary of Economy in Japan as
part of the Embassy of Mexico in Tokyo. The office oversees the implementation of the EPA and promotes expansion of business and investments between Mexico and Japan.
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M Disclaimer: Mexico’s Secretary of Economy does not warrant or assume any legal liability or responsibility for the accuracy, completeness, or usefulness of any information
contained in this publication, and disclaims all liability for loss or damage which may result from the use of information presented here.




