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The Mexican PersPecTive: horizon 2025.

Amongst other influential reports on 
the global market of natural gas, the 
2011 World Energy Outlook published 
by the International Energy Agency 
(IEA) offers information that fosters 
a reasoned optimism for the industry 
and, additionally, constitutes the spark 
for a new Goodrich newsletter: 

“There is much less uncertainty for 
the perspectives of natural gas: both 
on the demand and offer standpoints, 
different factors point to a brilliant 
future; and perhaps, even a golden 
age of natural gas”. 

Natural gas –described for practical 
purposes as a kind of fossil fuel not 
associated with oil – is broken down due 
to geo-physical and production criteria 
in conventional and unconventional 
gas. The latter (mainly through shale 
gas, coalbed methane and tight gas) 

currently represents, globally, half of 
the estimated base of natural gas. 

Moreover, as determined by the IEA 
itself, by 2035 the production of 
unconventional gas will have increased 
to represent one fifth of the aggregate 
world gas production. Actually, 
although the blatant dependence on 
fossil fuels is slowly diminishing (from 
80% today to 75% in twenty more 
years) natural gas –both conventional 
and unconventional- will be the only 
fossil fuel prospected to increase its 
presence in the world energy matrix 
until 2035. 

According to IEA information, a world 
investment of US$38 trillions in energy 
infrastructure will be required during 
the period 2011-2035. Oil and gas, 
together, will capture around US$20 
trillions of this amount.
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According to other relevant studies for 
very similar periods, such as the 2011 
International Energy Outlook prepared 
by the Department of Energy of 
the United States (DOE), the main 
factors that have enabled an increase in 
the aggregate world demand of natural gas 
are access to supply sources, economic 
activity, competitiveness vis-à-vis other 
fossil fuels, low CO2 emissions into 
the atmosphere and changes, both in 

technologies as well as in government 
policies.

In this context, world consumption of 
natural gas in the basic DOE scenario 
must increase at an annual rate of 
1.6%, going from 303.3 billion cubic 
meters (bcm) in 2008 to 462.5 bcm in 
2035. Generation of electricity and the 
industrial sector are expected to become 
determinant sectors in usage of natural 

Worldwide production of natural gas by region, 2008-2035
(thousands of millions of daily cubic feet)

Region/
Country

2008 2015 2020 2025 2030 2035 tmca*

OCDE
America 76.5 85.8 90.2 93.2 98.1 103 1.1

Europe 29 22.2 20.5 20.5 21.6 22.7 -0.9

Asia 5.2 7.7 9 11 13.7 16.2 4.3

Total OCDE 110.9 115.9 119.4 124.7 133.4 141.9 0.9

No. OCDE
Europe and 
Euroasia

83.1 83.6 89.1 97 104.9 110.7 1.1

Asia 34.7 42.7 47.5 54 60.8 67.1 2.5

Middle East 36.9 54 60.9 67.4 73.2 78.9 2.9

Africa 20.5 26.6 30.3 33.4 36.4 38.6 2.4

Central and 
South America

13.9 15.9 18 20.5 23.3 26 2.3

Total no OCDE 189.3 222.7 245.9 272.3 298.9 321.6 2

Worldwide 
total

300.3 338.6 365.3 397 432.3 463.6 1.6

* Media rate of anual growth 200-2035 
Source International Energy Outlook 2011, Energy Information Administration, U.S.
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gas. According to this study, for 2035 
natural gas will have an annual increase 
rate of 2% in the electricity and 1.7% 
in the industrial sector.

Regarding the world aggregate offer of 
natural gas there is also relevant data to 
be considered in the planning horizon 
mentioned herein. That way, according 
to DOE estimates, the offer will need to 
be increased 163.3 bcm by 2035, which 
offer will have to be generated in more 
than 2/3 by countries non-members 
of the OECD. Hence, Russia, Iran, 
Qatar, Saudi Arabia and the United 
Arab Emirates will have a predominant 
production role.

As a complement to production added 
values, it is worth considering that even 
though international organizations 
have not assessed the exploitation of 
unconventional sources of natural 
gas with sufficient degree of certainty, 
it is true that even DOE estimates a 
considerable increase from sources 
such as natural gas in tight gas deposits, 
shale gas and coalbed methane. That 
way, due to the technological advances 
in horizontal boring and hydraulic 
cracking, it is foreseen that in 2035 
natural gas produced, for example, in 
the United States, will be composed by 
47% shale gas; 22% tight gas and 7% 
coalbed methane. 
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In the natural gas markets, Mexico is 
going through a transition that means 
business opportunities throughout 
the entire value chain of this fuel. 
Opportunities arise not only from the 
increasing proportion of unconventional 

hydrocarbons in the energy basket, but 
also –especially in the short term- from 
the lack of infrastructure development 
required to provide natural gas efficiently 
and at competitive rates throughout the 
entire country. 

MEXICAN    NATURAL   GAS   MARKET  ECONOMIC  BASIS 
FOR   AN   UPSTREAM   TRANSFORMATION?

Domestic macroeconomic 
considerations – Horizon 2025 
Natural gas in Mexico – A right time to revalue your 
global investment portfolio 2
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Mexico has had and will continue having 
–at least in a planning horizon for 2025- 
a commercial balance shortfall in the 
natural gas arena. Actually, according to 
the 2012 – 2015 Natural Gas Market 
Perspective published by the Ministry 
of Energy (SENER, for its initials in 
Spanish), in spite of the efforts in the 
fields of exploration and production, 
even that year there will be a negative 
balance of  2 bcm, in spite of exports of 
over 1 bcm. As noted before, the deficit 
of natural gas in Mexico could only be 
changed by a shift in the production of 
unconventional natural gas.

That way, with a 2012-2025 based 
macroeconomic scenario that poses 
an average economic growth of 3.5% 
per annum, it is estimated that domestic 
demand of natural gas will experience 
an average growth of 2.2% per annum, 
reaching a volume of 10,7 bcm in 2025. 
In the planning horizon, the two sectors 
that will have more weight in the 
increase of the demand are electricity 
and oil. As of 2025, both will consume 
85.6% of the national aggregate. The 
consumption of the Industrial sector 
–the third largest sector in natural gas 
consumption– will grow at a pace of 
2.1% per annum with a volumen of 
1.3 bcm in 2025.

By 2025, most of the gas is expected to 
be associated, with a share of 63.6%. 

In this context, while as is true in other 
countries, the shale gas scenario is not yet 
sufficiently clear given the technological 
challenges and environmental impact, 
overcoming these obstacles will bring 
forth an obvious increase in the Mexican 
offer of natural gas, by shale gas, which 
would be robust and could shift the 
Mexican shortage perspectives in the 
natural gas arena.

Actually, through the 2012 – 2026 
National Energy Strategy, SENER 
validates the potential of shale gas in 
Mexico, according to the 2011 DOE 
reports. According to said agency, 
Mexico ranks fourth at world level in 
technically recoverable resources for this 
type of hydrocarbon and, thus, hoards 
almost 6% of the world’s potential of 
this energy source with 681 bcm. 

In fact, Pemex’ 2012 – 2016 Business 
Plan, in its Strategy 5, has considered 
the basic programs to handle potential 
between 150 and 459 billion cubic feet  
in five geological provinces: Chihuahua, 
Sabinas-Burro-Picachos, Burgos, 
Tampico-Misantla and Veracruz. 
Whichever the correct approximation, 
the fact is that potential is significant; as 
is the technological challenge to ensure 
a sustainable exploitation. 

If obstacles are overcome and an 
attractive exploration and production 
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framework is generated also for private 
parties, Mexican shale gas market will 
be, doubtlessly, a new and potent trigger 
of major investments in the country. 
SENER has committed to making the 
interdisciplinary studies and projections 
in connection with this matter. 

Our firm will be vigilant to report 
the eventual activation of these 
important upstream projects, through 
any amendments of the legal regime 

applicable to the exploration and 
production of natural gas. The solid 
understanding of the regulatory domain 
and innovation in transactional and 
financing structures to detonate high 
and solid levels of investments has been 
and will continue being one of our firm’s 
hallmarks. This way, we will continue 
providing follow-up on any possible 
changes in the value chain arena for 
this important hydrocarbon.
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As noted in Strategy 26 of Pemex’ 
Business Plan, by 1998 –only three 
years after the liberalization of the legal 
regime for natural gas- the average 
demand supplied by PGPB –Pemex’s 
gas subsidiary – increased at an average 
growth rate of 4.2%. Consequently, 
the transport demand increased as 

well; however, the corresponding 
infrastructure did not increase 
significantly. 

Actually, following liberalization of the 
natural gas midstream and downstream 
with the 1995 sector Regulations, and 
the creation of the Energy Regulatory 

3

Current business opportunities 
in the natural gas midstream 
and downstream  
The context – Lack of public investment in  
natural gas transport infrastructure
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Commission (CRE, for its initials in 
Spanish), Pemex’s investments were 
geared to adapt existing systems to drive 
flows from the different productive 
zones and points of import to the zones 

of demand, generating a progressive 
reduction in the flexibility of the so-
called national gas pipeline system.
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January 2012 is a cornerstone in the 
opening of the natural gas pipeline 
transport industry, through the –
long waited– creation of a secondary 
market for provisioning of domestic 
and imported natural gas molecules, 
by optimizing the transport capacity 
of the national gas pipeline system.

With a natural dominance in the 
Mexican natural gas market, following 
the enactment of the 1995 Regulations 
on Natural Gas, PGPB, through a 
rather inflexible contract, carries on 
first hand sales to large consumers of 
natural gas, delivering the product in 
one of the 20 production locations in 
the country.

While data on the demand of natural gas 
is reasonably constant for CFE plants, 
it is true that the other large consumers 
–such as independent energy producers 
or relevant industrial volumes– due to 
the same reason as behavior of demand 

of their own products, they simply 
cannot necessarily make any precise 
projections of the consumption demand 
for natural gas and, therefore, are not 
in conditions to reserve capacity in the 
referred pipeline system, still scantily 
integrated by private permissionaires, is 
saturated and hard to manage by PGPB.

Luckily, as of 2011, following a series 
of commercial regimes to reserve 
capacity –firm base, interruptible basis 
and other intermediate mechanisms- 
permitted by the 1995 Regulations on 
Natural Gas –and a series of regulatory 
instruments issued by the CRE and 
contracts with PGPB- large users 
will now be in conditions to reserve 
transport capacity according to their 
changing needs and, as the case may be, 
trade idle transport capacity due to a 
reduction in consumption of natural gas, 
deriving from a decrease in the demand 
of their goods or products in Mexico 
or their export markets. This may also 

One side of the Investor’s coin.
Creation of the new secondary market of transport 
capacity for natural gas in the National Gas  
Pipeline System 4



11

allow such large users to avoid any 
potential penalties that may otherwise 
accrue as per the underlying contract as 
a result of a reduction in consumption 
of natural gas.

That way, with free access to domestic or 
imported molecules and optimization 
in the transport capacity and trade 
for large users of natural gas, natural 

gas pipeline system, has downright 
possibilities of improving, if the other 
side of the coin –construction of new 
gas pipelines to be incorporated into 
the existing system - also improves. This 
other side of the coin leads us to the 
second area of opportunity for potential 
natural gas midstream and downstream 
investors in Mexico.
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From the opening of the natural gas 
transport regime mentioned above, 
and under SENER’s leadership, both 
the CFE and PGPB have been working 
to promote infrastructure growth, 
thereby strengthening the national 
gas pipeline system with a higher 
operational flexibility and transport 
capacity, which also generates important 
incentives to attract investments for the 
design, construction and operation of 
gas pipelines throughout the entire 
Mexican territory.

That way, the eight new gas pipelines, 
more than 4,300 kilometers long, to 
be developed mainly by CFE, with an 
estimated investment above US$8B in 
five years, have been articulated through 
the so-called National Gas Pipeline 
Strategy launched by the Federal 
Government in late 2011. 

In order to promote foreign investment 
in the new gas pipelines, the legal regime 

will remain stable: (i) no limitations 
to foreign investment; (ii) public 
biddings by CFE and/or PGPB will 
be international and will consist –most 
probably– of integral solutions for each 
gas pipeline (that is, design, construction 
and operation); (iii) investors will be 
permissionaires regulated by the CRE; 
and (iv) naturally, companies awarded 
each of the gas pipelines may –by 
themselves or through alliances with 
other permissionaires- trade transport 
capacity throughout the entire national 
gas pipeline system, thus optimizing 
consumption for large users of natural 
gas in the country.

According to the SENER’s 2011 – 2025 
Natural Gas Market Prospective, the 
Strategy puts together a series of actions 
and projects to be made in order to seize 
the country’s advantages in the medium 
and long terms, by using natural gas 
more intensely. 

The other side  
of the investor’s coin.  
Construction of new natural gas transport 
infrastructure– the National Gas Pipeline Strategy 

5
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The Strategy is been crafted along three 
main axes: (i) strengthening existing 
transport system by constructing a 
new pipeline network and compression 
infrastructure; (ii) developing new 
distribution infrastructure as well as 
provisioning of gas by wheels to carry 
gas to industries, businesses and homes; 
and (iii) the intended strengthening of 

natural gas regulations which currently 
dates from 1995.

In determining the three strategic axes, 
SENER foresees to take advantage of 
the higher levels of production, reserves 
and low prices of natural gas observed 
–due to access of conventional and 
unconventional gas – in the mid and 
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Table 8 Projects of national strategy of gas pipelines

Operation
Longitude 
Kilometers

Investment 
Million of 
dollars Developer

Call 
for 
bid

Award

Current 
situation 11,542 15,793

N
ew

 P
ro

je
ct

s

Manzanillo 2011 300 358 CFE May-12 May-13

Chihuahua 2013 385 500 CFE Jun-15 Nov-15

Tamazuchale 2013 200 600 CFE Jun-15 Dec-15

Morelos (stage 1) 2012 170 210 CFE Jun-15 Oct-15

Yucatán 2014 70 124 CFE Nov-15 Dec-15

Noroeste (stage 1) 2014 2,133 3,500 CFE Jan-16 Jul-16

Los Ramones 2014 946 2,500 PGPB/MGI

Zacatecas 2015 170 105
to be 

defined
Feb-16 May-16

New Projects Total 4,374 7,897
Final net 15,916 23,690

Source. Ministry of Energy. Mexico 
Note: Schedule subject to changes in date.

long term in the North American 
region.

As can be observed in the natural gas 
market –through the entire value chain- 
there is a profound and growing level 
of regional integration. In this context, 
investors –and contractors- that are better 
placed in this trend will have the largest 
market share and regional economies of 
scale may be generated in such a complex 
and challenging market, as is natural gas. 

As has been proven in almost eighty years 
of leadership in solid and innovative 
legal advisory to the key players in the 
energy arena, Goodrich does not simply 
structure energy transactions or represent 
clients in litigations or arbitrations in the 
field, but generates added value, which 
ends up in more solid and profitable 
projects than those originally imagined 
by our clients. As many of the world’s 
largest corporations in the energy field 
have, allow us to add value to your new 
business in Mexico.

6
Final remarks 
One coin and two sides – the added value of a solid 
and innovative firm
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We are one of the top-5 full service law firms in Mexico. With 
nearly 80 years of experience and over 250 professional 
and staff members, our Energy Practice is both, robust 
and innovative. As can be corroborated in international law 
firm directories, in Goodrich we represent –amongst other 
relevant players – International Oil Companies, Independent 
Producers, Oil Service Companies, Maritime-Oil Contractors and 
International Financing Entities, leaders in the most important 
projects of Mexico’s current energy scene. 

Hence, we are proud of being market leaders through our 
innovation and level of certainty for our clientele in projects as 
significant as: (i) the main integrity system for oil pipelines in 
the country; (ii) the first natural gas and oil fields to be awarded 
through performance contracts in Mexico’s modern history; (iii) a 
variety of projects for the on-shore production of unconventional 
hydrocarbons (ATG) of the country’s largest reservoir; (iv) 
operation and financing of state-of-the-art semi-submersible 
oil platforms for deep-waters exploration and production; (v) 
the secondary market contract structure for natural gas duct 
transport capacity in the country; and (vi) the design of ad hoc 
international financial models for Mexico’s oil and gas industry.  
 
For further information about the issues disscussed in this 
newsletter, please contact:

***

Please note that this newsletter has been produced for informational purposes only and  
it may not be relied upon as legal advice.

David Enríquez
Senior Partner. Oil & Gas / Maritime
denriquez@goodrichriquelme.com
+52 (55) 5525 0369




