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PROLOGUE

Mexico is at a pivotal moment. At this historic point it is
critical to have a deep and educated perspective that will
help us look at the opportunities of the future and not the
risks of the past.

After the first six years of the so-called Fourth
Transformation, it is clear that the country is undergoing a
process of profound change -which for better or worse- is
structurally altering the country's political, social and
economic environment. The institutional erosion of the
government of former President Andres Manuel Lopez
Obrador, marked by a systematic destruction or weakening of
the checks and balances of the political system, including
independent regulatory bodies, the judicial system and the
separation of powers itself, has definitely generated
widespread concern about the direction of the country and
its future, and fostered a level of uncertainty for businesses
with few parallels in the country’s history.

And even though some changes and adjustments are
beginning to be seen under the new regime of President
Claudia Sheinbaum, who has sent some positive messages of
institutional calm and a better relationship with industry and
private investment (domestic and foreign), two things seem
to be clear for now: Mexico will not return in the near future
to being the country it was a decade ago, and the speed and
depth of the course corrections will not be what most
industry and private investment expects. And all of this could
not come at a more inopportune global context, as the entire
world seems to be undergoing profound changes and many
of the general principles that have governed us in some form
since the end of the cold war, such as liberal democracy, free
trade and the rules-based global order, are being seriously re-
evaluated or threatened by different powers at the global
level.

Mexico is not helping itself with its current levels of
uncertainty and the mixed messages coming from the new
government at a time when countries around the world are
reevaluating trade blocs and alliances, their national security
needs and future growth catalysts, forcing companies to
rethink and reevaluate their supply chains and investments.

However, it is precisely at times marked by high levels of
uncertainty and change that it is most important to focus on
the opportunities that still exist and those that are emerging.
Despite the domestic environment and the apparent
accelerating change in the global order, Mexico still has - and
will continue to have - a myriad of magnificent opportunities
to develop business, whether as part of a new integrated
market in North America (under a renegotiated T-MEC), as a
gateway not only to the U.S. but also to the rest of the region,
or for its own domestic market.

That is why a guide like this is so important. In these times of
high uncertainty, when it is easy to become paralyzed or lose
focus on opportunities, we need serious and profound
analyses that help us cut through all the noise -and what to
speak of the pessimism- that all these changes have
generated and shed light on how to continue investing,
growing and generating new business.

Daniel Linsker
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WELCOME TO GOODRICH’S
INVESTMENT GUIDE

Since its founding in 1934, our firm has been We trust that this Guide will be of interest to you, and
committed to the global business community, that we can continue to support the day-to-day of
interested in the sustainable development of Mexico. your business in Mexico.
Since its origins, Goodrich has sought to maintain
excellence and innovation as the cornerstones of its Yours,
reason for existence.

Enrique Diaz
With a team of nearly 200 professionals, we are proud Managing Partner
to represent a highly diverse ecosystem of Fortune Goodrich, Riguelme y Asociados A.C.
500 companies across all economic sectors. We are
equally honored to hold leadership roles in regional
and international legal organizations, dedicating
ourselves to advising on the most challenging
concerns of our times, including climate change, the
energy transition, and generative artificial intelligence.

Amongst the channels through which we seek to
contribute in the long term to clients, organizations
and civil society at large is through in-depth applied
research. The Mexico’s Energy and Infrastructure
Investment Guide (2025 - 2030) in your hands follows
that mission.
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INTRODUCTION

For more than 90 years, our firm has sought to exceed the
short-term expectations of its international clients, to offer
them long-term added value, in the construction of their
business models in Mexico. This Mexico’s Energy and
Infrastructure Investment Guide (2025-2030) (hereinafter,
the “Guide”) reflects our decades-long tradition of
conducting applied research on business opportunities across
various economic sectors. In identifying these opportunities,
we also aim to explain the internal and external vectors that
shape the markets in which our clients operate.

Domestically, as with any political transitions, the one
experienced in Mexico, starting with the previous federal
administration (2018 - 2024) went through a first phase of
adaptation, and fortunately now enters a second stage
offering improved conditions of certainty for investment. In
the external sphere, the main challenges - for Mexico and for
any other country - stem from the changes in global trade
dynamics in the context of the battles for world hegemony.

As the exporting power that Mexico is, the government of
President Scheinbaum and the private sector have been able
to team up to strategically leverage, the deep integration that
U.S. production chains have developed for more than three
decades. It is there where Mexico's comparative advantages
are found, and it is precisely there where the relocation of
manufacturing and distribution positions Mexico as a truly
exceptional country.

As one of the 15 largest economies in the world, a relatively
young population of more than 130 million people, broad
manufacturing diversification and an extensive network of
treaties - including the USMCA - that grant it preferential

access to more than 50 international markets, Mexico is
undoubtedly on the list of priorities of every multinational
corporation.

In this context, energy and infrastructure are both sectors
in themselves and fundamental prerequisites for any final
investment decision. That is why, on this occasion, the firm
has decided to focus its research efforts precisely on
energy and infrastructure, through the guide presented
herein.

In order to propose a 360° approach, we have segmented
our study into four chapters: (i) soft-landing; (ii) energy
investment opportunities; (iii) infrastructure investment
opportunities; and (iv) main legal issues related to both
sectors. The transversal axis in the development of each
chapter has been to explain relevant and practical content
in a direct and informal style. Our goal is therefore to get
closer to business developers and decision-makers to
optimize their entry into the country, and with it, to an
extensive and deep commercial network.

Contributing to this guidance and to the ongoing services
of our practice areas will be an enormous privilege.

Summer 2025

David Enriquez
Senior Partner | Energy & Infrastructure
Goodrich, Rigquelme y Asociados A.C.
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SOFT LANDING

This chapter aims to help international investors
approach the Mexican market with greater clarity and
context. Before turning to sector-specific
opportunities, it offers an overview into how the
country operates at a political, economic, and
institutional level. The idea is to enable a smoother
entry into the themes explored throughout the rest of
the guide by setting the stage for informed decision-
making.

We begin with 1.1 The Country at a Glance, which
summarizes key demographic and macroeconomic
indicators, Mexico’s geographic advantages, and its
role in global trade. It also outlines the federal
structure of the Mexican state and the roles of the
Executive, Legislative, and Judicial branches. This
section highlights how political alignment and recent
reforms—particularly in energy and infrastructure—are
shaping the policy landscape, including emerging signs
of openness to private-sector collaboration under the
current administration.

In 1.2 The Mexican Economy: Figures and Trends, we
review recent performance indicators—growth,
inflation, interest rates, and trade balance—to
understand the macroeconomic conditions shaping
investment strategies. Strategic Sectors focuses on
energy, infrastructure, and mining, which, while not
dominant in GDP terms, are central to long-term

development plans and public-private investment
frameworks. This leads into Global Projection, which
examines how Mexico is positioning itself as a strategic
export hub in energy, logistics, and critical minerals.

Then, 1.3 Trade Agreements and Investment
Protection Networks outlines Mexico’s global
integration through key treaties—USMCA, CPTPP,
the EU agreement—and its legal mechanisms for
investor protection and dispute resolution.

Finally, 1.4 Enablers and Challenges in the
Investment Landscape addresses the structural
factors that influence investment outcomes,
including nearshoring dynamics, access to
financing, institutional support, and risks related to
security, corruption, and regulatory uncertainty.
These considerations round out the chapter by
providing a more complete view of the
opportunities and constraints shaping investment
decisions in Mexico.

Taken together, these sections aim to provide a soft
landing for investors—offering a clear overview of
how Mexico functions, how institutions interact with
business, and how regulatory, economic, and
cultural factors shape the investment landscape.
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THE COUNTRY AT A GLANCE

Mexico, with a population of close to 130 million
inhabitants, is among the fifteen largest economies
globally and is the second largest in Latin America. In
2023, its GDP reached approximately 1.7 trillion USD
(World Bank, 2023). Its demographics have an
average age of 29 years, which gives it a young and
dynamic workforce (INEGI, 2022). The Mexican
economy is characterized by strong macroeconomic
institutions, broad trade openness, and a diversified
manufacturing sector, integrated into global supply
chains (World Bank, 2024).

Thanks to its strategic location between the United
States and Central and South America, Mexico has
established itself as a key logistics node with access
to both the Atlantic and the Pacific. It is the main
trading partner of the United States and has a
network of free trade agreements that allows it
preferential access to more than 50 international
markets.

From a macroeconomic point of view, Mexico has
maintained controlled inflation and prudent fiscal
policies. The country has become an attractive
destination for nearshoring, driven by its political
stability, competitive costs, and access to world-class
logistics infrastructure.
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111 THE MEXICAN

DNA FOR BUSINESS

Understanding Mexico's business culture is essential
to the success of any investment. The way in which
companies, industrial relations, and decision-making
are structured are influenced by profound socio-
cultural factors. Using Hofstede's model (The Culture
Factor Group, 2023), the main features of Mexican
business culture can be identified:

1. Hierarchy and centralization (Power Distance - 81)
Mexico is a highly hierarchical society. In companies,
organizational structures tend to be centralized, and
employees expect clear instructions from their
superiors. Authority is not usually questioned, and
strategic decisions come from top management. This
implies that investors must consider the importance of
establishing relationships with the highest levels of the
organization to ensure effective deals.

2. Collectivism and loyalty (Individualism - 34)
Unlike countries with an individualistic business
culture, collectivism prevails in Mexico. Personal
relationships and loyalty within work groups are
fundamental. In the business sphere, this translates
into a strong sense of commitment to colleagues and
partners. Recruitment and promotion can be
influenced by membership in certain circles or
networks of trust, underscoring the importance of
building strong, long-term relationships.
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3. Motivation towards Achievement and Success (69)
Mexican society values competence and professional
success. A company's financial results, growth, and
reputation are key indicators of success. This creates a
dynamic business environment in which initiative and
performance are rewarded. For investors, this means
that the Mexican market is receptive to companies
that demonstrate a solid business model and a clear
growth vision.
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4. Risk aversion and need for stability (Uncertainty
Avoidance - 82) Mexico has a high aversion to
uncertainty. This is reflected in a preference for clear
regulations, well-structured contracts, and a strong
reliance on established regulations. Companies are
often wary of abrupt changes and seek to minimize
risks through well-defined rules. For investors, this
highlights the need for legal and regulatory advice to
ensure regulatory compliance and avoid
contingencies.

5. Long Term Orientation (23) Mexico is a society of
normative and short-term orientation. This means that
businesses and consumers tend to prioritize
immediate profits over long-term strategies. For
investors, this approach can represent opportunities in
sectors with rapid returns, although it also implies the
need to adapt strategies to short economic cycles and
expectations of immediate results.

6. Culture of Enjoyment and Optimism (Indulgence -
97) Mexican culture leans heavily toward indulgence,
which translates into an optimistic mindset, a strong
focus on quality of life, and an emphasis on enjoyment
of the present. In business, this can be reflected in a
preference for warm personal interactions, informal
negotiations, and an emphasis on mutual trust.
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Mexico’s institutional framework is defined by its
Political Constitution as that of a federal, democratic,
and constitutional republic. The country is composed
of the Federation, 32 states, each with its own
constitution and legal system. This federal
arrangement establishes two levels of government—
federal and state—each with its own Executive,
Legislative, and Judicial branches. These branches
operate independently but are coordinated through
constitutional mechanisms.

While this structure grants political and
administrative autonomy to the states, the federal
government retains significant influence over national
governance. The President of the Republic heads a
strong federal Executive that often sets the tone for
policy and regulatory development across the
country. In practice, state institutions tend to mirror
the structures, priorities, and regulatory approaches
of the federal government, leading to a high degree
of institutional alignment.
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Despite its federal character, Mexico maintains a
centralist political tradition. Federal policy initiatives,
budgetary programs, and constitutional reforms often
guide state-level implementation and shape local
priorities—particularly in strategic sectors such as
energy, infrastructure, and public safety. As a result,
while formal competences are distributed between
levels of government, the federal Executive continues
to play a dominant role in shaping the country’s
institutional and development agenda.
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THE LEADERSHIP OF THE EXECITIVE IN
STRATEGIC SECTORS

Under the MORENA administration, the leadership of
the Executive has shown a clear concentration of
power in key areas such as energy and infrastructure.
This approach has been characterized by strong state
control over sectors considered strategic for the
country’s security and sovereignty. The federal
government's policies have favored the consolidation
of public companies, mainly Mexican Petroleum
(PEMEX) and the Federal Electricity Commission
(CFE), rather than promoting market liberalization or
private participation in these sectors.

As an example, PEMEX, Mexico's NOC, has maintained
its dominance despite previous attempts to diversify
the country’'s energy infrastructure. Throughout the
MORENA'’s administrations, its role in oil and natural
gas production has been strengthened, through new
investments in exploration and production, as well as
in the rehabilitation of existing refineries. In parallel,
CFE, the Public Utility Company, has seen an increase
in its share of the electricity market, particularly in the
generation of energy through thermoelectric and
hydroelectric plants.

As President Sheinbaum begins her term, the
foundational principles of MORENA’s model remain
in place. The prominence of public entities
continues to guide sectoral priorities. However,
current signals suggest a potential shift toward
greater openness—though not a departure from the
prevailing framework. Rather than reverting to a
liberalized market model, the administration
appears to favor a pragmatic integration of private
participation through structured alliances with
public entities.

Government policies have focused on ensuring
energy self-sufficiency, prioritizing domestic energy
production over foreign sources. This model has
been supported by the implementation of reforms
that seek to guarantee energy sovereignty, limiting
the opening to international markets and ensuring
control of energy sources in the hands of the State.
The centralization of power in the Executive has
allowed the implementation of strategic decisions
with a long-term approach, although it has also
sparked debates about its impact on the
competitiveness of the sector and the development
of new technologies.



GOODRICH
RIQUELME

goodrichriquelme.com

At this stage, the policy direction reflects continuity with the past administration, but also the beginning of a
more refined posture. The guiding vision remains one of sovereignty and state leadership; however, there is a
growing recognition of the value of private sector capabilities, particularly in technology, financing, and
operational execution. This signals a possible broadening of opportunities for investors through hybrid models
where public leadership is complemented—not displaced—by private collaboration. These dynamics will be
explored further in Chapter 2, in the subsections on oil and gas and electricity, both of which operate under
distinct regulatory frameworks.
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THE ALIGNED LEGISLATURE: REFORMS
AND RECONFIGURATION OF KEY SECTORS

As of April 2025, the distribution in the Mexican
Congress reveals a strong concentration of legislative
power in the hands of MORENA and its allies. In the
Chamber of Deputies, the ruling coalition, which
includes Morena, the Green Ecologist Party of Mexico
(PVEM), and the Labor Party (PT), controls an absolute
majority with 364 of the 500 seats, allowing it to
approve ordinary laws without the need for consensus
with the opposition. This bloc has the ability to modify
the legislative framework in an expedite manner, which
has facilitated the reform agenda promoted by the
Executive in key areas such as energy and
infrastructure.

In the Senate, Morena and its allies have 85 of the 128
seats, just one vote short of the qualified majority
needed (two-thirds) to reform the Constitution. This
proximity to the qualified majority gives the ruling
coalition substantial control over the approval of
constitutional reforms without the need to negotiate
with the opposition. The opposition bloc, composed
mainly of the National Action Party (PAN), Institutional
Revolution Party (PRI), and Citizens Movement Party
(MC), although relevant, does not have the capacity to
block constitutional reforms if MORENA manages to
add an additional vote.

Recent constitutional reforms, such as the 2024
energy reform, and secondary laws passed in March
2025, have reconfigured the energy and
infrastructure sectors, aligning regulatory
frameworks with the principle of the primacy of the
State over the private sector. In this sense, the
constitutional reform of 2024 reinforces the central
role of state-owned companies. However, as noted
above, the legal framework still allows private
participation in projects, under the regime of
energy sovereignty and with predominant control
of public companies.

This legislative control of MORENA has significant
implications for investment projects in Mexico. On
the one hand, the ability to approve reforms
without obstacles allows for a smoother execution
of projects aligned with the government'’s vision. On
the other hand, the preeminence of the State in
strategic sectors limits investment opportunities for
private actors operating under a model of open
competition.
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TRANSFORMING THE JUDICIARY:
IMPLICATIONS FOR INVESTMENT AND

INDEPENDENCE

The reform of the Judicial Branch of the Federation,
enacted on September 15, 2024, marks an
unprecedented structural change in the Mexican
judicial system in the last 25 years. This reform
introduces a number of key transformations that alter
the way judges and magistrates are selected,
organized, and supervised, with a direct impact on
judicial independence and the investment environment
in the country.

One of the most significant changes is the popular
election of judicial officials. For the first time, citizens
will directly elect the Justices of the Supreme Court of
Justice of the Nation (SCJN), District Judges, Circuit
Judges, members of the Superior Chamber and the
Regional Chambers of the Electoral Tribunal of the
Federal Judiciary (TEPJF), and members of the
Judicial Disciplinary Court, the body responsible for
internal oversight and discipline. In addition, the
reform encompasses all local judges across the
country, further extending the reach of the electoral
mechanism.

The first popular election is scheduled for June 1,
2025. This reform proposes a new paradigm in the
selection process, which may open the door to the
politicization of the administration of justice, as
elected officials could be more influenced by
electoral and partisan dynamics. The reform also
includes a reduction in the number of SCJN Justices
from eleven to nine, and the dissolution of the two
chambers (First and Second) that previously
handled cases based on subject matter. Going
forward, the Supreme Court will operate solely in
plenary session, aligning its structure more closely
with that of the United States Supreme Court.
Additionally, the reform establishes new institutions
such as the Judicial Administration Office and the
Judicial Disciplinary Court, which will assume key
roles in internal governance and oversight.
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From an international perspective, the reform has
raised concerns about the independence of the
judiciary in Mexico. The introduction of popular
election of judges could result in further politicization
of judicial decisions, which puts the impartiality and
professionalization of the system at risk. Analysts and
international organizations warn that this reform could
affect investor confidence, particularly among those
from partner countries such as the United States and
Canada, who have expressed concern about the
impact of these changes on Mexico's legal and
commercial stability, especially within the framework
of the United States-Mexico-Canada Agreement
(USMCA), which requires impartial and independent
judicial systems.

In addition, the reform could weaken institutional
checks and balances and, according to some actors,
open the door to greater political control over the
judiciary. This could compromise the protection of
human rights and the rule of law in Mexico, directly
affecting legal certainty and, therefore, investment
in key sectors of the economy.

In summary, the judicial reform of 2024-2025
implies a profound structural transformation in the
Mexican judicial system, with the intention of
improving efficiency and its responsiveness to
society. However, the implications for judicial
independence and the investment climate raise
doubts and concerns, especially about the risks of
politicization and the impact on legal stability that
could affect both domestic and foreign investor
confidence.



r‘__..--v'

...jTHE MEXICAN
IPECONOMY:
B4- | GURES AND

TRENDS




goodrichriquelme.com

GOODRICH
ME

1.2.1 FUNDAMENTALS: THE PULSE OF

THE ECONOMY

According to the National Institute of Statistics and
Geography, the Mexican economy contracted by
8.6% in 2020 due to the COVID-19 pandemic.
Although a partial recovery followed in subsequent
years—with growth rates of 6.3% in 2021, 3.7% in
2022, and 3.3% in 2023—growth slowed to just 1.3%
in 2024 (INEGI, 2025).

Looking ahead to the 2025-2030 period,
projections remain moderate. The International
Monetary Fund anticipates a contraction of 0.3% for
2025, while the World Bank forecasts flat growth,
despite the implementation of the “Plan México”
and the ongoing trade policy with the United
States.

A gradual recovery is expected beginning in 2027,
with estimated growth rates between 1.8% and
2.5%. However, the outlook for 2030 remains
uncertain. Risks include international political
volatility, inflationary pressures, and internal
structural challenges such as low productivity and
labor informality. In conclusion, Mexico is entering a
phase of moderate economic growth that will
require prudent public policy and strategies aimed
at strengthening competitiveness to ensure
sustainable development.
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In 2025, inflation in Mexico showed a moderate
uptick, reaching 3.96% year-over-year in the first
half of April, driven primarily by increases in
livestock products, food, and beverages (El Pais,
2025a). In response, and with the aim of mitigating
adverse effects on economic activity, the Bank of
Mexico lowered its interest rate by 50 basis points,
setting it at 9% (El Pais, 2025).
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High interest rates increase the cost of capital for
businesses, making financing more expensive and
limiting productive investment. Conversely, lower
interest rates reduce such costs and can stimulate
investment spending, thereby improving conditions
for economic growth (Bank of Mexico, 2025).

In terms of domestic consumption, inflation erodes
household purchasing power, reducing real
spending capacity. Additionally, higher interest
rates raise the cost of consumer credit, negatively
affecting decisions to purchase durable goods and
services. In contrast, lower rates ease access to
financing, encouraging private consumption (World
Bank, 2025).

In 2025, the Mexican peso has maintained notable
stability against the U.S. dollar. According to official
data from the Bank of Mexico, the average
exchange rate stood at 20.47 pesos per dollar in
March and decreased to 20.30 pesos in April 2025
(Bank of Mexico, 2025). This stability has persisted
despite a global environment marked by financial
volatility and rising trade tensions, particularly with
the United States.

Monthly Variation in the National Consumer Price Index for March,
Selected Years
Percentage Change.
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The peso’s stability has had a positive impact on the
Mexican economy by contributing to inflation
control. According to the National Institute of
Statistics and Geography (INEGI), annual inflation
remained at 3.96% in April 2025, within the Bank of
Mexico’s target range (INEGI, 2025). This trend
enabled the monetary authority to reduce its
interest rate by 50 basis points, bringing it to 9%,
with the aim of stimulating investment and
domestic consumption (Bank of Mexico, 2025).
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In 2025, Mexico’s international reserves reached a
record level of USD 237 billion, according to data
from the Bank of Mexico (Bank of Mexico, 2025).
This strengthening of reserves has been essential in
consolidating financial stability, as it provides a
solid buffer against external shocks and volatility in
global markets. In addition, Mexico renewed its
Flexible Credit Line with the International Monetary
Fund for USD 35 billion, reaffirming international
confidence in the country’s macroeconomic
management (International Monetary Fund, 2025).

Regarding the trade balance, in February 2025
Mexico posted a surplus of USD 807.4 million,
resulting from exports totaling USD 45,047.6 million
and imports of USD 44,240.2 million (INEGI, 2025).
However, by the end of 2024, a trade deficit of USD
8.21 billion had been recorded, mainly attributable
to a decline in the surplus of non-oil products and
an increase in the oil trade deficit (INEGI, 2025).

Variation of the National Consumer Price Index and Its Components
from March 2016 to March 2025
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1.2.2 STRATEGIC SECTORS: THE

PILLARS OF ECONOMIC

DEVELOPMENT

For the purposes of this Guide, we focus on three
strategic sectors — energy, infrastructure, and
mining — due to their structural relevance to
Mexico’s investment agenda and long-term
development, recognizing that manufacturing and
services remain the leading contributors to GDP
and exports.

The energy sector, although it represents around
3.7% of GDP according to the UNAM Gazette, is
critical due to its cross-cutting impact. In 2023,
based on the PRODESEN 2024-2027, only 23.2% of
electricity came from clean sources—well below the
35% target. The sector is currently undergoing
significant transformation. According to the
presentation of the Strengthening and Expansion
Plan of the National Electric System by the Federal
Electricity Commission, 29,000 MW of additional
generation capacity are planned by 2030, with
private actors supporting energy transmission
(Proyectos México, 2025).
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However, PEMEX continues to face challenges in
crude oil production. An average output of 1.58
million barrels per day is projected for 2025, well
below the government’s target of 1.8 million. This
decline is attributed to the depletion of mature
fields and delays in well completions (Milenio,
2025). To reverse this trend and reduce reliance on
imported natural gas—especially from the United
States—the government is exploring expanded use
of fracking in collaboration with the private sector,
leveraging the country’s vast gas reserves
(Financial Times, 2025).
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In infrastructure, the National Highway
Infrastructure Program 2025-2030 includes an
investment of MXN 173 billion to improve more than
4,000 km of roads, bridges, and highways, with
priority projects in states such as Oaxaca and
Guerrero (Government of Mexico, 2025).

The Interoceanic Corridor of the Isthmus of
Tehuantepec, promoted as part of the South-
Southeast Development Plan, is expected to attract
approximately USD 50 billion in investment and
create over 550,000 jobs by 2050. The corridor
aims to consolidate a logistics and manufacturing
hub for North America and Asia, backed by
institutions such as the Inter-American
Development Bank and Banobras (Proyectos
México, 2025).

Projects reaching financial closure by sector

Additionally, nearshoring has catalyzed a new wave
of infrastructure investment. According to the
Department of Economy, investment
announcements linked to industrial relocation
surpassed USD 150 billion between 2023 and 2024.
This has led to priority projects such as the
Interoceanic Corridor and the expansion of the
national railway network. Despite these advances,
structural gaps remain: according to the Federal
Telecommunications Institute, only 31.5% of the
population has access to 5G networks, and water
infrastructure remains critically underdeveloped.
The World Bank estimates that at least MXN 85
billion in annual investment is required to ensure
water security and climate resilience.

Investment in projects by sector (US$ million)
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Mining remains a key sector in Mexico’s economy,
particularly in the extraction of critical minerals
such as lithium, copper, and zinc—essential for the
global energy transition. The Mexican mining
market is projected to reach a value of USD 2.3
billion by 2030, with an annual growth rate of 3.7%
between 2025 and 2030, driven by rising demand
from the construction, automotive, and electronics
industries (Grand View Research, 2025).

Nevertheless, like all sectors, mining faces
challenges related to political uncertainty and the
need to improve ESG performance. To maintain
competitiveness and attract investment, it is crucial
for Mexico to provide legislative certainty and
promote sustainable practices across industries.

Nevertheless, like all sectors, mining faces
challenges related to political uncertainty and the
need to improve ESG performance. To maintain
competitiveness and attract investment, it is crucial
for Mexico to provide legislative certainty and
promote sustainable practices across industries.

Mexico Mining Market
Size by Sector, 2020 - 2030 (USD Billion)
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1.2.3 GLOBAL PROJECTION: MEXICO AS
AN EXPORT POWERHOUSE

Mexico is emerging as a strategic export platform in
a global context defined by decarbonization and
the energy transition. Its geographic location,
energy and mineral resources, and expanding
logistics infrastructure position the country as a key
player in global supply chains.

In the energy sector, according to a Reuters
analysis, Mexico’s crude oil production could
decline significantly by 2030, potentially requiring
imports to operate its refineries due to the aging of
oil fields and insufficient investment in exploration
and enhanced recovery technologies (Reuters,
2024). Nevertheless, the country has diversified its
energy export mix by promoting liquefied natural
gas (LNG). The International Energy Agency
forecasts that North America—including Mexico—
will become a major LNG exporter to Asia in the
second half of the decade, supported by new
liquefaction plants and enhanced connectivity with
key logistics corridors (IEA, 2023).

Trade of main energy products (2021)
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In terms of logistics infrastructure, Mexico is
investing in  transformational projects. The
Interoceanic  Corridor of the Isthmus of
Tehuantepec is one of the most significant: it
connects the Atlantic and Pacific Oceans through a
modernized rail network, industrial zones, and
expanded ports. This project is expected to
substantially improve connectivity for energy
exports, advanced manufacturing, and critical
minerals (World Bank, 2021). Additionally, the
expansion of the Port of Manzanillo is set to make it
one of the largest in Latin America, with a projected
capacity exceeding 10 million TEUs by 2030,
enhancing trade with Asia and North America
(Reuters, 2025).

In the mining sector, Mexico is well positioned to
meet growing global demand for copper, lithium,
and other essential metals for clean technologies.
According to the IEA’s Global Critical Minerals
Outlook 2024, global demand for lithium s
expected to increase more than eightfold, and
demand for copper by nearly 50% by 2040, driven
by electric vehicle batteries, power transmission
infrastructure, and energy storage systems (IEA,
2024). Mexico has particular potential to expand
copper production, especially in Sonora and
Zacatecas, and to integrate into regional green
manufacturing value chains (IEA, 2024). The IEA
notes that Latin America could become a strategic
export platform for these critical inputs, provided
that stable and sustainable regulatory frameworks
are promoted (IEA, 2024).

Geographical distribution of mined or raw material production for key energy
transition minerals in the base case, 2023-2040
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The United States-Mexico-Canada Agreement
(USMCA) is a free trade agreement that seeks to
strengthen the economic and trade relationship
between the three countries. Signed on November
30, 2018, entering into force on July 1, 2020, it aims
to foster strong economic cooperation between
countries. Trade between the United States and the
rest of the world has shown variations in recent
years. In 2022, it stood out for registering the highest
growth in total trade, reaching a value of US$5.31B.
During 2023, a value of U$5.18B was reached,
observing a decrease compared to the previous year
(2022), with a variation of 3.85% in total trade.

The United States maintains robust and diversified
trade relationships with various countries and trading
partners around the world. During 2023, U.S. imports
from Mexico were $475,607 million dollars,
consolidating Mexico as its main supplier, with a
15.4% share. For its part, U.S. exports to Mexico
reached $323,228 million dollars, with the Mexican
market positioning itself as the second largest export
destination, representing 16%, only surpassed by
Canada with a 17.5% share in these trade flows.
(Secretaria de Economia, 2024).

The treaty is nearing its first review by the
governments of Canada, Mexico and the United States.
Currently, the USMCA is valid for 16 years (until 2036).
In the next review in July 2026, countries will be able
to make the decision to extend the current validity of
the treaty for an additional 6 years, that is, until 2042.
Otherwise, they must carry out annual reviews until
their original validity is completed by 2036 (IMCO,
2024).
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COMREHENSIVE AND PROGRESSIVE
AGREEMENT FOR TRANS- PACIFIC

PARTNERSHIP

The CPTPP is a free trade agreement with a high
strategic value for its member countries. Officially
called the Comprehensive and Progressive
Agreement for Trans-Pacific Partnership, this pact
involves the following nations of the Asia-Pacific
region: Australia, Brunei Darussalam, Canada, Chile,
Japan, Malaysia, Mexico, New Zealand, Peru, the
United Kingdom, Singapore, Vietnam.

Since its implementation in December 2018, the
CPTPP has supported the economic growth of its
members by reducing trade barriers and promoting
both intra-regional investment and trade. This
agreement covers various aspects, including the
elimination of tariffs, the protection of intellectual
property rights and the strengthening of labor and
environmental regulations.

For companies incorporated in Mexico, the CPTPP
opens up new opportunities for expansion in the
Asia-Pacific markets. By facilitating access to these
markets and improving economic integration, the
treaty boosts competition and innovation. In
addition, it provides advantages such as the
protection of intellectual property and the
optimization of customs processes, thus
contributing to a more dynamic and efficient
business environment.
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MODERNIZED COMPREHENSIVE
AGREEMENT BETWEEN THE
EUROPEAN UNION AND MEXICO

On 21 April 2018, the European Union and Mexico
agreed to conclude a new trade agreement. This
agreement, which will be part of a broader
modernised global agreement between the EU and
Mexico, deepens and broadens the scope of the
previous trade agreement that was signed in 1997.

The modernized Agreement significantly expands
the access of Mexican and European companies to
industrial and agro-industrial markets, relaxes the
rules of origin for strategic sectors and streamlines
procedures, while facilitating services,
telecommunications and digital trade. In addition, it
protects geographical indications and handicrafts,
offers pioneering support to SMEs, and incorporates
chapters on anti-corruption and public
procurement, investment protection and reinforces
commitments to sustainability, labour rights and the
fight against climate change.

The trade pillar of the Agreement substantially
boosts an already thriving trade relationship: trade
in goods between the EU and Mexico reached €82
billion in 2023, and two-way trade in services
reached €22 billion in 2022, making Mexico the EU's
second-largest trading partner in Latin America
(European Union, 2025).
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PACIFIC ALLIANCE

The Pacific Alliance was born as an economic and
development initiative between four Latin American
nations: Chile, Colombia, Mexico and Peru. One of
its main target markets is the one that extends on
the Asian Pacific coast, one of the fundamental
regions of the global economy.

The Pacific Alliance is the eighth largest economy in
the world and the sixth largest exporter worldwide.
In Latin America and the Caribbean, the bloc
represents 42.9% of GDP and attracts 45% of
Foreign Direct Investment flows (International
Monetary Fund, 2021).

The Pacific Alliance seeks to be an open and
inclusive integration process, made up of countries
with similar visions of development and promoters
of free trade as a driver of growth. It is a dynamic
initiative, with high potential and projection for
business, which is oriented towards modernity,
pragmatism and political will to face the challenges
of the international economic environment.
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ERAL AGREEMENT

The Agreements for the Promotion and Reciprocal
Protection of Investments (APPRIs) are international
treaties designed to boost foreign investment flows
and ensure a stable and secure business
environment. These agreements establish a legal
framework that protects investors' interests by
providing clear rules on fair competition, property
rights, and dispute resolution mechanisms.

One of the main benefits of APPRIs is that they
guarantee a level playing field for investors, avoiding
discriminatory practices and offering a level playing
field. In addition, they ensure the legal protection of
investments through rules that reduce uncertainty
and mitigate risks associated with regulatory
changes or expropriations. These treaties also ensure
that investors maintain control over their assets,
providing greater long-term stability. In the event of
conflicts, the APPRIs include international dispute
settlement mechanisms between investors and the
State, allowing any violation of the terms of the
agreement that affects an investment to be resolved
efficiently and transparently.

Mexico currently has 30 APPRIs in force, covering
bilateral agreements with 31 key countries and regions,
including China, France, Germany, ltaly, Spain, the
Netherlands and the United Kingdom. This extensive
network of treaties positions the country as an
attractive destination for foreign investment, offering
solid legal guarantees and access to various strategic
markets (Government of Mexico, 2018).
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INTERNATIONAL CENTRE FOR
SETTLEMENT OF INVESTMENT DISPUTES

In July 2018, Mexico became the 154th member of
the International Centre for Settlement of
Investment Disputes (ICSID), the World Bank's
international arbitration body. For Mexico, signing
the ICSID entry was a strong signal to foreign
investors that their ventures will be protected in
Mexico (Transnational Institute and Institute for
Policy Studies in Washington DC, 2022).

The ICSID Convention provides the institutional and
legal framework for the settlement of foreign
investment disputes. It was created to facilitate
cross-country  investment by providing an
independent and depoliticized forum for arbitration,
conciliation and fact-finding.

ICSID is the world's leading institution dedicated to the
settlement of international investment disputes. He has
extensive experience in this field, having managed
most international investment cases. States have
agreed that ICSID will be the forum for the settlement
of investor-state disputes in most international
investment treaties, as well as in numerous investment
contracts and legislation.

ICSID provides for the settlement of disputes through
conciliation, mediation, arbitration or fact-finding and is
designed to take into account the particular
characteristics of both international investment
disputes and the parties involved, and thereby maintain
a careful balance between the interests of investors
and host States. Each case is considered by an
independent Conciliation Commission or Arbitration
Tribunal, after weighing the evidence and legal
arguments presented by the parties. Each case is
assigned a team that provides specialized assistance
throughout the process. To date, ICSID has
administered more than 1000 cases of this nature
(ICSID, n.d.).



goodrichriquelme.com

GOODRICH
RICIUELME

RELEVANT FIGURES

Mexico is one of the countries most involved in
investor-state disputes in Latin America and the
Caribbean, ranking third in the region and sixth
worldwide. As of December 31, 2021, there were 38
known claims against Mexico, most of which have
been resolved under the ICSID mechanism. Of the
38 lawsuits filed against Mexico, 22 have already
been resolved, with 11 rulings in favor of investors
and 11 in favor of the Mexican state. In financial
terms, Mexico has been ordered to pay almost 295
million dollars in 11 cases, which reflects the
importance of compliance with investment treaties
and the provision of risk mitigation mechanisms for
foreign companies. For foreign investors, this
context underscores the importance of structuring
their investments under sound investment treaties,
knowing dispute resolution mechanisms, and
adopting regulatory compliance strategies to
mitigate risks in the Mexican market (Transnational
Institute and Institute for Policy Studies in
Washington DC, 2022).
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BUSINESS OPPORTUNITIES WITH THE
DIFFERENT MARKETS: NORTH
AMERICA, EUROPE AND ASIA

Mexico offers a highly favorable environment for
foreign investment, supported by a robust
investment protection framework and effective
dispute resolution mechanisms. The USMCA
guarantees the stability and consolidation of trade
flows in North America, providing investors with
preferential access to one of the most dynamic
markets in the world.

At the intercontinental level, the Modernized
Agreement between Mexico and the European
Union promotes the diversification of exports to
Europe, facilitating access to a market with high
standards of quality and sustainability. In addition,
Mexico's accession to the CPTPP strengthens the
relationship with key Asian economies, allowing
technology transfer, the expansion of value chains,
and entry into high-growth markets.

These agreements, combined with international
arbitration mechanisms such as ICSID, provide legal
certainty and access to efficient solutions to
commercial disputes, making Mexico a strategic
destination for foreign investment. This solid and
diversified environment increases the global
competitiveness of companies established in the
country and facilitates access to international
financing, consolidating Mexico as a key hub for
investment in strategic sectors.
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1.4.1 OPPORTUNITIES IN NEARSHORING:
RELOCATING SUPPLY CHAINS TO

MEXICO

Nearshoring is consolidating itself as a key strategy
for the relocation of supply chains in Mexico, driven
by its geographical proximity to the United States
and a relatively stable regulatory framework. It is
estimated that the relocation of operations could
increase the region’'s exports by up to 78 billion
dollars, with a relevant impact on sectors such as
advanced manufacturing, automotive, technology,
and agribusiness (IDB, 2022). Mexico, which is
already the world's seventh largest producer of
vehicles with an annual production of 3.1 million
units, has an installed capacity that allows it to
absorb new industrial projects (Bloomberg, 2022).

The concentration of investments is mainly
observed in strategic industrial corridors located on
the northern border. States such as Nuevo Ledn,
Baja California, and Chihuahua stand out for their
industrial infrastructure, with approximately 95, 91,
and 48 industrial parks, respectively, which
facilitates integration into global supply chains
(ECLAC, 2023). In addition, north-central regions -
such as the Bajio - show important clusters in the
automotive and aerospace sectors, favored by an
efficient transport network and proximity to key
markets.

Growth Forecasts of Export Opportunities from Nearshoring by Country
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The impact of nearshoring is not limited to the
modernization of the industry; A strong multiplier
effect on employment is also projected. It is
estimated that the trend could generate between 2
and 4 million jobs by 2030, which would strengthen
both productivity and regional development (IFC
International Finance Corporation, 2024). In
addition, the improvement in transport
infrastructure, the digitization of customs processes
and the modernization of ports consolidate
Mexico's capacity to absorb large flows of
investment. Investment by multinationals such as
Volkswagen and Amazon has served as an
endorsement for this trend, reaffirming Mexico's
position as a strategic investment destination
(Wilson Center, 2024).

Integration into the USMCA and macroeconomic
stability have also contributed to a favorable
environment, where the reduction of logistics times
and costs translates into competitive advantages
for international companies. In short, nearshoring is
configured not only as an opportunity to expand
productive capacity, but also as an engine for job
creation and the strengthening of industrial
infrastructure, projecting Mexico as a central hub in
global supply chains (IMF, 2023).
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1.4.2 ACCESS TO FINANCING AND
INCENTIVES: LOCAL AND
INTERNATIONAL INSTITUTIONS

In Mexico, development banks and public funds
play a catalytic role in financing energy and
infrastructure. At the local level, institutions such as
NAFIN, Banobras and Bancomext offer long-term
credit lines and state guarantees to finance projects
in strategic sectors, especially energy, infrastructure
and advanced manufacturing. In addition, the
Development Bank of Latin America and the
Caribbean (CAF)—one of the main sources of
multilateral financing and knowledge generator in
the region—signed agreements with Bancomext
and NAFIN in May 2022 to renew credit lines for
USD 200 million and USD 300 million, respectively.
These agreements aim to promote and facilitate the
granting of credit, either directly or through
commercial banks and non-banking institutions, to
improve the productivity of the economy and the
competitiveness of Mexican micro, small, and
medium-sized enterprises (NAFIN, 2024).

In the international arena, organizations such as the
IFC (the World Bank's arm for the private sector)
invests in local funds to boost credit to companies:
in 2024 it contributed $30 million as an anchor to a
$200 million private debt fund (Nexxus), focused
on providing financing to SMEs that want to scale
with nearshoring opportunities(IFC, 2024). The IDB
has also approved specific loans for the
modernization of infrastructure in strategic
industrial areas, reinforcing Mexico's position as an
attractive destination for long-term investments
(IDB, 2022). These agencies not only provide
funding, but also offer technical assistance and
promote the exchange of best practices in the
implementation of complex projects.
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In  parallel, the Mexican government has
implemented tax incentives aimed at projects that
meet ESG criteria and adopt clean technologies.
These incentives include accelerated depreciation
schemes and tariff exemptions, which allow
companies to significantly reduce their tax burden
in the first years of operation (Natinal Law Review,
2025). The adoption of these mechanisms has been
inspired by successful international models, such as
the "Superbonus” in Italy or the incentives
established by the Inflation Reduction Act in the
United States, which have been shown to increase
competitiveness and the attraction of foreign
capital (European Commission, 2023).

The digitization of procedures and administrative

simplification complement these efforts, reducing
uncertainty and speeding up project approval
processes. Coordination between local and
international institutions strengthens the financial
framework and allows Mexico to mobilize the
necessary resources to capture the investment
wave projected for 2030. Thus, the synergy
between accessible financing and favorable fiscal
policies is presented as a comprehensive strategy
to convert nearshoring opportunities into sustained
economic growth.
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1.4.3 RISKS AND MITIGATION:
INTERNATIONAL PERCEPTION,
SECURITY AND CORRUPTION

The investment environment in Mexico faces challenges incur high additional costs in security and insurance
that can affect the confidence of foreign investors, and it  measures, directly affecting the profitability of their
is crucial to objectively analyze the main associated risks.  operations and reducing the confidence of foreign
In terms of international perception, it is observed that, investors in the logistics environment (Wilson Center,
despite the opportunities of nearshoring, regulatory and 2024).
political uncertainty has led to only 5.8% of foreign direct
investment corresponding to new investments in
greenfield, while 86% is concentrated in reinvestments of
profits, reflecting a preference for minimizing risks 7 ™
(Bloomberg, 2024). However, it is relevant to note that
Mexico re-entered the Top 25 of Kearney's Foreign 0 :
Direct Investment Confidence Index in 2023, reflecting s :
an improvement in investor sentiment despite persistent "

2024 FDI o I * worled ramhings

security and governance challenges (Kearney, 2023). :

Insecurity represents a crucial risk for investment in oo

Mexico. According to the Wilson Center (2024), during :1

the first five years of Ldépez Obrador's government, i M L
approximately 84,963 incidents of violent hijacking of brosanata @ trepgmetn

cargo trucks were recorded, resulting in losses estimated
at more than $415 million annually. With an average of 50
kidnappings per day, these events force companies to
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The risk of corruption remains a major concern.
Mexico scored 26 out of 100 in the Corruption
Perceptions Index, ranking low compared to other
OECD countries (Transparency International, 2024).

This indicator affects investor confidence, as it
increases  uncertainty about compliance with
regulations and the possibility of facing irregular

practices in the execution of projects. To counter this
challenge, measures such as the National Anti-
Corruption  System and the digitization of
administrative procedures have been implemented, in
order to reduce discretion and promote transparency
(Transparency International, 2024).

Against this backdrop, it is essential that the
government and the private sector strengthen
governance and the continuity of structural reforms.
Policy stability and the effective implementation of
security and transparency measures are essential to
improve international perception and reduce the
"cost of risk” associated with investing in Mexico.
Likewise, cooperation with international

organizations and the adoption of global standards
can serve to mitigate these risks, ensuring a more
attractive and predictable environment for foreign
investment.
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OPPORTUNITY AREAS

This chapter aims to provide international investors
with a clear and comprehensive understanding of the
Mexican energy sector. It seeks to map out the
fundamental structures, current dynamics, and areas of
opportunity in both traditional and renewable energy.
This foundation will help contextualize the investment
scenarios explored in the rest of the guide and serve as
a stepping stone for practical decision-making.

We begin with 2.1 Overview of the Energy Sector in
Mexico, which sets out the legal framework and market
structures that shape investment in electricity and
hydrocarbons. It highlights the main regulatory
milestones—from the landmark 2013 constitutional
reform to the 2024 adjustments that reinforce the role
of state-owned enterprises while allowing mixed
participation. This section also explains the division of
the value chains, the allocation of permits, and the
changing role of the main regulatory and operational
authorities.

2.2 Traditional Energies and the Energy Transition
examines the current state of fossil fuels and the
growing role of natural gas as a transitional fuel. It also
introduces emerging technologies such as CCUS
(Carbon Capture, Utilization, and Storage) and the

evolving models of public-private partnerships in
hydrocarbons, capturing how these elements
contribute to Mexico’s decarbonization goals.

The chapter continues with 2.3 Renewable Energies

and Sustainable Generation, focusing on clean
generation sources, distributed generation, and
investments in transmission and distribution

infrastructure. It also discusses new frontiers such as
hydrogen and green ammonia, reflecting the potential
for these technologies to drive Mexico’s energy
transition.

2.4 Innovation and Emerging Technologies highlights
how nearshoring and digital transformation are driving
investments in energy storage, electromobility, and
data centers. It further addresses how energy
considerations intersect with water treatment,
desalination, and waste-to-energy initiatives, painting a
picture of a dynamic and interconnected landscape.

Finally, 2.5 Strategic Resources for the Energy
Transition explores Mexico’s rich reserves of critical
minerals—particularly lithium—and its role in global
supply chains. It also considers how this resource base
can strengthen Mexico’s position in the green
economy.
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Taken together, these sections aim to provide a robust introduction to the Mexican energy sector—tracing the
evolution of its regulatory and market frameworks and mapping the investment avenues available across value
chains and emerging technologies.
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21 OVERVIEW OF THE ENERGY

SECTOR IN MEXICO

Before addressing the substantive terms and
opportunity areas explored in this chapter, it is
important to outline the regulatory model that enables
energy investment in Mexico. From a structural
perspective, the foundations of the current legal
framework were laid by the 2013 Constitutional
Reform, which redefined the roles of the State and the
private sector in the development of both the
electricity and hydrocarbons industries.

This reform modified Articles 25, 27, and 28 of the
Mexican Constitution and introduced a new paradigm
under which private participation was allowed across
key segments of the value chain, subject to state
regulation and oversight. Electricity generation and
hydrocarbon exploration and production, previously
reserved to state-owned entities, were opened to
private actors through mechanisms such as permits,
contracts, and regulated market access.

In 2014, a set of implementing laws—including the
Electricity Industry Law and the Hydrocarbons Law—
established the legal instruments and regulatory
architecture under which this new model would
operate. These included public tenders, long-term
supply contracts, and open access rules for critical

infrastructure such as the national grid and pipeline
networks.

As anticipated in Chapterl, however, the Constitution
was reformed once again in 2024, revisiting the same
core articles. While this reform does not close the
market to private participation, it reaffirms the
predominant role of State-owned enterprises in
strategic segments and introduces a new model of
collaboration in which public entities retain leadership
and integrate private actors under defined public-
interest mandates. Rather than a return to monopoly
structures, the new model envisions a hybrid
framework based on structured partnerships between
public law entities and private market agents.

Beyond this redistribution of roles, the reform
introduces a structural mechanism that redefines how
the energy sector operates: the system of Binding
Energy Planning. Through the Energy Planning and
Transition Law (2025-2030) and its derived
instruments, the State now determines the
technologies, sequencing, and scale of private
involvement according to public energy priorities.
This mechanism replaces market spontaneity with an
ordered framework linking generation, storage, and
hydrocarbons to explicit national goals of energy
security and self-sufficiency.
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(a) Oil & Gas

The current legal and operational structure of Mexico’s oil
and gas sector is the result of the 2013 Constitutional

Reform, which

introduced—by explicit constitutional

mandate—private participation across the hydrocarbon
value chain. This reform marked the transition from a
model reserved exclusively to the State to one in which
private and public actors coexist under a regulated

framework.

A defining feature of the Mexican
in the subsoil

hydrocarbons

regime is that
belong to the Nation.

Regardless of surface ownership, all oil and gas resources
beneath the ground are the exclusive property of Mexico.
Only upon extraction—under specific legal instruments
such as contracts or assignments—can title be transferred,

allowing their commercial

exploitation. This principle,

enshrined in Article 27 of the Constitution, underpins the
contractual models used for exploration and production.

SENER SENER
- -
W LL_L] = o |
Y T mam BB & Lo i .
— T i wa 1 2%
. Refining/ Transpart Storage Distribution Commercialization
Transport Processing ' and Retailing
[) ASEA [J ASEA i % CENAGAS O ASEA
Independent System Operator
In upstream activities (exploration and

production), the 2013 reform enabled the State to
assign areas either directly to PEMEX or, for the
first time, to private operators through public
bidding rounds. Between 2015 and 2018, these
rounds led to 111 contracts awarded to national and
international companies under a variety of
contract models. 108 of these contracts remain in
operation today and form an integral part of the
upstream ecosystem.

In midstream and downstream segments—
including gas transportation, oil pipelines, storage
terminals, and fuel distribution—the reform
established a permit-based regime open to private
actors. PEMEX retained ownership of most legacy
infrastructure, but the law introduced asymmetric
regulation and open access rules to promote third-
party participation and ensure competitive
neutrality.
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This legal framework gave rise to an ecosystem in which
public and private infrastructure operate in parallel
under regulated conditions, with the National Natural
Gas Control Center (CENAGAS) and SENER playing a
central role in coordinating access, system planning, and
national inventories.

Since 2025, Mexico has entered a new phase in the legal
configuration of its energy sector—one that
operationalizes the Binding Energy Planning model
introduced by the 2024 constitutional reform. While the
Constitution still allows private investment, the
framework has been recalibrated toward stronger state
coordination and a reinforced role for State-Owned
Enterprises. As will be discussed later in this guide, such
predominance is exercised through specific mechanisms,
including the new order of precedence in upstream
activities, mixed contractual schemes, and renewed
asymmetric prerogatives favoring State participation.

Another relevant institutional shift stems from the
dissolution of independent energy regulators under the
2024 constitutional reform. Until recently, Mexico’s
upstream segment operated under the technical
oversight of a specialized agency—the National
Hydrocarbons Commission (CNH)—while midstream and
downstream activities were regulated by the Energy
Regulatory Commission (CRE). In this new framework,
SENER assumes direct responsibility over crude oil and
gas, particularly upstream, while a newly created
decentralized agency, the National Energy Commission
(CNE), partly oversees midstream and downstream.

The Energy Planning and Transition Law
materializes this new structure, positioning SENER
as the head of the sector responsible for
conducting national energy policy and coordinating
the EPEs (PEMEX and CFE) through the newly
established Energy Planning Council. This
recentralization of regulatory authority reflects a
broader policy trend favoring strategic coordination
under the federal Executive and reshapes the
institutional landscape for private investors in the
hydrocarbons sector.

All these changes do not imply a closure of the
market but reflect a rebalancing of roles between
public and private actors, aiming to integrate
investment under a more coordinated policy vision.
The sector remains open to private capital,
particularly in midstream infrastructure, LNG, and
service provision—though now within a framework
that prioritizes strategic alignment with public
objectives under the Binding Energy Planning
model.
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b) Electricity:

A distinctive feature of Mexico’s electricity sector is
its centralized market model, structured around the
Wholesale Electricity Market (MEM) and operated by
the National Center for Energy Control (CENACE).
Established as part of the 2014 secondary legislation
implementing the 2013 constitutional reform, the
regulatory framework divides the electricity value
chain into (i) generation; (ii) transmission; (iii)
distribution; (iv) trading; and, as of 2025, (v) energy
storage. The Government retains exclusive control
over transmission and distribution, as well as the
operation of the National Electric System (SEN),
which includes both the national (RNT) and local
(RGDs) grids.

Generation and commercialization remain permit-
based activities, and until recently, were regulated by
the CRE. Following the 2024 constitutional reform
and the enactment of the new Electricity Sector Law,

Transmisson

Distribution

these responsibilities have now been transferred to the
CNE, closely overseen by SENER. The CNE s
responsible for granting permits, overseeing
compliance, and ensuring operational integrity across
the market, now under a more centralized regulatory
approach.

Participation in the MEM requires formal registration,
and CENACE coordinates market activities by
projecting demand by node and determining dispatch
based on prevailing rules. The system was originally
governed by a cost-based economic dispatch model,
where lower-cost generators received dispatch priority.
However, operational challenges—such as intermittency
issues and concerns about maintaining the
Government’s share in generation—led to the adoption
of reliability criteria, which prioritize generation sources
that meet specific system stability standards.
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This adjustment has altered dispatch order and, in \\ f;’
practice, reduced the share of some clean energy sources, \ \ Iy
despite their lower marginal costs. These criteria are now \ '1 /]
embedded in the Electricity Sector Law under the \ \! i
principle of "Economic Dispatch subject to reliability and \
security criteria”.

Under the 2024-2025 reforms, the State’s role in power
generation was further reinforced, with a constitutional
mandate requiring that at least 54% of total energy
injected into the grid remain under public ownership,
primarily through the CFE. Building upon the Binding
Energy Planning framework established in the Energy
Planning and Transition Law, the 2025-2030 Sectoral
Program (PROSENER) and the Electricity Development
Plan (PLADESE) now serve as its main operational
instruments. These plans translate national energy
priorities into specific capacity targets and geographic
investment signals, effectively determining where, how,
and how much private participation may occur.

The PLADESE details the addition of 28,004 MW between
2025 and 2030—17,009 MW under CFE and 10,995 MW
from private projects—and includes a dedicated roadmap
for 5,551 MW of energy storage (2,480 MW public and
3,071 MW private). This planning-based approach replaces
market spontaneity with regulatory coordination and
introduces mixed participation models in generation,
which will be further developed through secondary
legislation.
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211 MARKET STRUCTURE AND KEY

REGULATION

What is the size of the energy market in Mexico
(contribution to GDP, exports and imports)?

By 2025, it is estimated that the Gross Domestic
Product (GDP) of the energy sector will be
approximately 3%, according to data from the Center
for Economic and Budgetary Research (CIEP).

On the one hand, energy exports in February 2025
were worth 49,280 million dollars, which represents a
decrease of 2.9% compared to the same month in
2024. This rate represents a decrease of 1.7% with
respect to non-oil exports and 24.4% from oil exports
(INEGI, 2025).

Regarding imports, the cumulative value of total
imports in the first two months of 2025 was 96,071

million dollars, of which 77% corresponded to
intermediate-use goods, 13.7% to consumer goods -
both oil and non-oil - and 9.3% to capital goods.
(INEGI, 2025).

How is the budget allocated to the energy sector for
2025-2030 (by SENER, CFE, PEMEX, etc.) distributed?

The Budget assigned to the energy sector, with
respect to the Expenditure Budget of the Federation

published in the Official Gazette of the Federation
on

December 24, 2024, amounts to $1.08 trillion pesos,
equivalent to 11.7% of the total federal budget. (DOF,
2024)

This budget will be allocated as follows: the
Department of Energy will have a budget of
$138,307 million pesos. PEMEX will have a budget of
$464,255 million pesos and the CFE for $545,471
million pesos, which implies an increase of 10.5%,
compared to last year's budget. (Congreso de la
Unidn, Camara de Diputados, 2024)

How many energy projects are currently active and
under development in Mexico? What percentage
belongs to renewables vs. fossils?

1.Hydrocarbons Sector

a.Upstream:

i.Crude OQil: Maintain a national production platform
of 1.8 million barrels per day (MMbd), prioritizing
domestic consumption over exports.

i.Natural Gas: Increase national production to 5,000
million cubic feet per day (MMpcd) to reduce import
dependency (which stood at ~70% in 2024).
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a.Downstream:

i.Refining: Increase crude processing in the
National Refining System (SNR) from 56% to
over 80% by 2030.

ii.Coking Plants: Complete and operate the
strategic coking plants in Tula and Salina
Cruz to reduce fuel oil production.
iii.Petrochemicals: Reactivate and strengthen
the Morelos and Cangrejera petrochemical
complexes.

iv.Fertilizers: Consolidate national production
by strengthening PEMEX's fertilizer plants.

2. Electricity Sector (PLADESE 2025-2039 &
PND 2025-2030)

a.Generation Capacity (2025-2030 Plan):
i.Total Requirement: A total of 28,004 MW of
new capacity is required by 2030.

ii.State (CFE) Role: The state will add 17,009
MW.

iii.Private Role: Private participants are
required to add 10,995 MW (which includes
3,590 MW of projects already in
development and 7,405 MW of new
requirements).

b.Technological Mix (2025-2030 Additions):
The plan requires a specific mix: 44.0% Solar
PV, 23.5% Wind, 19.4% Combined Cycle
(Natural Gas), 8.6% Efficient Cogeneration,
and 1.7% Hydroelectric.

Cogeneration
8.8%

Combined Cycle
19.9%

PV-Solar
45.2%

Wind
24.3%

c.Energy Storage (2025-2030 Plan): A total of 5,551 MW of new
battery storage systems (SAE) are planned. This is divided
between 2,480 MW to be installed by CFE and 3,071 MW by
private entities.

d.Transmission & Distribution (T&D):

i.Transmission (RNT): The plan identifies 223 active transmission
projects in the pipeline, requiring an estimated investment of
191,750 million pesos.

ii.Distribution (RGD): The plan calls for 97 new substations, 95
substation expansions, and 42,221 electrification works between
2025 and 2030.
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What are the projected electricity generation (MW)
and emissions reduction goals for 2030?

The official government plans for 2025-2030 outline
the required new generation capacity. The 2025-2039
PLADESE establishes a total required addition of
28,004 MW by 2030. This includes the CFE's own
strengthening plan of 17,009 MW (which aligns with
the 51 projects and 22,674 MW goal cited in the
National Development Plan, though the PLADESE
figure refines the 2025-2030 portion) and 10,995 MW
from private participants. Regarding the emission
reduction goals for 2030, Mexico has established
ambitious goals, also for the energy transition for 2030
- 2050. The main objectives and strategies are: i) To
reduce greenhouse gas emissions by 35%, with the
possibility of reaching 40% with the support of
financing and international cooperation and ii) To
achieve zero emissions by 2050, as agreed in the Paris
Agreement. For the energy transition, power
generation is projected to be 38% clean energy by
2030, according to the official planning scenario in the
PROSENER and PLADESE.

How has foreign direct investment (FDI) in the energy
sector evolved over the past five years?

FDI in Mexico has experienced significant variations
influenced by factors such as regulatory changes,
policies and global market conditions.

During the years 2020-2021, the energy sector
experienced significant contractions. This drop was a
consequence of the uncertainty generated by the
reforms promoted by the administration of Andrés
Manuel Loépez Obrador, which Ilimited private
participation in electricity generation and prioritized
state-owned companies, such as CFE and PEMEX.
Regulatory mistrust affected the arrival of new
investments, especially in renewable energies (Data
México, 2024). In 2022 and 2023, there was a slight
recovery in FDI, driven by opportunities associated
with nearshoring, as well as interest in strategic energy
infrastructure projects. However, this recovery was
moderate.

In 2024, FDI in the energy sector fell sharply again,
registering a 66% decline from the previous year. The
total amount was approximately $377 million dollars,
with a negative figure in new direct investments of -17.5
million dollars. Most of the FDI came from $243 million
in profit reinvestment and $152 million in intercompany
accounts (Camara de Diputados del Congreso de la
Union, 2024).

Regarding 2025, a moderate recovery is anticipated,
supported by climate commitments and the
announcement of clearer policies by the new federal
administration. However, foreign investors remain
cautious about possible constitutional reforms and the
need for long-term legal certainty. (Proyectos México,
2025).
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21.2 KEY ACTORS: POLICYMAKERS

AND REGULATORS

What are the main changes that the sector has
undergone at the beginning of the six-year term (e.g.
the disappearance of CNH and CRE)?

With the new administration of Claudia Sheinbaum,
the energy sector has undergone different
transformations to reverse the 2013 energy reform,
with the reform of articles 27 and 28 of the
Constitution, published in the Official Gazette of The
Federation (DOF) on October 31, 2024. (Congreso de
la Unidn, 2024)

On March 18, 2025, secondary legislation was
published in the DOF that formalizes the
disappearance of the CRE and the CNH, which were
created during the 2013 energy reform. (Congreso de
la Unidn, 2025)

Also, a new decentralized body of the SENER called
the CNE was created. It will be responsible for
regulating the hydrocarbon and electricity value chain,
including generation, transmission, distribution,
processing and transportation (Congreso de la Unidn,
2025).

The legal status of state-owned companies was
reformed to strengthen their strategic role in
national development, with this, the CFE will
maintain at least 54% of electricity generation, while
PEMEX will operate under a new tax regime, which
will allow it to retain more income to finance its
projects. (Congreso de la Unién, 2025)
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Who are the main players in the Mexican energy sector (SENER, CNE, CENACE, CENAGAS, ASEA, PEMEX and
CFE)? How do these actors coordinate for the planning, regulation and operation of the energy sector?

Roles of Main Actors in Mexico’s Energy Sector

Main Functions Coordination

Central authority responsible for overall
energy policy, sector coordination, and Chairs the Energy Sector
strategic planning. Defines national plans Coordination Council,

for electricity aligning regulatory decisions
and hydrocarbons, issues import/export with the federal

permits and supervises technical administration’s strategic
agencies. vision.

SENER

Replaces the former autonomous CRE.
Regulates the entire value chain of
electricity and hydrocarbons under
CNE SENER’s policy guidelines. Issues permits,
oversees compliance, and enforces
technical, economic, and environmental
regulations.

Reports directly to SENER.
Its decisions must reflect the
State’'s energy policy and
strategic objectives.
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Central authority responsible for overall
energy policy, sector coordination, and
strategic planning. Defines national plans

Chairs the Energy Sector
Coordination Council, aligning
regulatory decisions with the

PEMEX for electricity and hydrocarbons, issues federal administration’s
import/export permits and supervises strategic vision.
technical agencies.
State-owned utility in charge of electricity
generation (minimum 54% of national Represents public ownership
generation), exclusive transmission and in generation, transmission,
distribution services, and direct supply to and distribution, while
CFE . . . . )
end users. Also active in downstream gas collaborating with  private
transport and storage. actors through mixed models
or service agreements.
Operates with technical
Technical and operational manager of the autonomy but must adhere to
National Electricity System and Wholesale SENER’s policy guidelines and
CENACE Electricity Market. Responsible for real-time sectoral plans. Participates in

system balancing, dispatch coordination,
and interconnection studies.

the Council to ensure
alignment with energy policy
and market reliability.
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Technical and operational manager of the
National Electricity System and Wholesale

Operates with technical autonomy
but must adhere to SENER’s policy

transparency for natural gas transportation.

. . . guidelines and sectoral plans.
Electricity Market. Responsible for real-time . . .
CENAGAS ity . .p ' . I Participates in the Council to
system balancing, dispatch coordination, ) .
. , ) ensure alignment with energy
and interconnection studies. . .
policy and market reliability.
Manages and operates the national gas
pipeline and storage system (SISTRANGAS). Coordinates with SENER and CNE
Ensures non-discriminatory access, to align infrastructure
CENAGAS operational security, and market management with national energy

priorities and market development.

ASEA Agency
for Industrial
Safety and
Environmental
Protection

Supervises safety and environmental
protection in hydrocarbons operations.
Issues guidelines, monitors compliance,
and authorizes projects in upstream,
midstream, and downstream activities.

Collaborates with other sectoral
entities to ensure environmental
standards and safety practices are
embedded in energy development.




2.2
TRADITIONAL
ENERGIES

AND ENERGY i,
TRANSITION '
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2.21 FOSSIL ENERGIES

UPSTREAM

What is the current upstream market size in terms of daily
crude oil (bpd) and natural gas (MMcfd) production?

In 2024, the upstream hydrocarbons segment in Mexico
produced a daily average of 1,588,000 barrels of crude oil
and 275,000 bpd of condensates, totaling 1,863,000 bpd

of liquids, according to the National Hydrocarbons
Commission (CNH, 2024).
MLl PRODUCCION NACIONAL DE HIDROCARBURODS
|"i‘-'=—- D5 LI GAS NATURA
bl abwi
2024 pd 202
"

Liquid Hydrocarbons Production (thousands of
barrels per day)

2024
April 2024 Average
Liquid
Hydrocar 1,834 1,863
bons
Qil 1,559 1,588
fieondensa 274 575
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Natural Gas Production (volume without nitrogen,
million cubic feet per day)

April 2024 2024 Average
Natural 3,756 3,943
Gas

Associated 1867 2.070
Gas
Non-
Associated 1888 1,873
Gas

This figure represents a 6% contraction compared to
2015, when pure crude oil extraction reached 1,691,000
bpd. For its part, the Department of Energy (SENER)
reported an average of 3,943 MMcfd of natural gas in
2024, of which 2,070 MMcfd corresponded to
associated gas and 1,873 MMcfd to non-associated gas,
reflecting a slight drop of 2% from the peak of 4,100
MMcfd recorded in 2018 (SENER, 2024).

. R ICCION NACIONAL JROE

Historical Liquid Hydrocarbons Production (thousands
of barrels per day)

The sum of these flows positions Mexico as one of the
main producers of hydrocarbons in the region, with a
balance that combines mature fields in the Gulf of
Mexico - for example Malaob (320 million barrels) and
Zaap (166 million barrels) - with recent onshore
developments such as Quesqui (169 million barrels) and
Ixachi (61 million barrels) (CNH, 2024).

In 2024, the upstream hydrocarbons segment in Mexico
produced a daily average of 1,588,000 barrels of crude
oil and 275,000 bpd of condensates, totaling 1,863,000
bpd of liquids, according to the National Hydrocarbons
Commission (CNH, 2024).

e £

Main Hydrocarbon Fields
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Despite the maturation of historic complexes such as
Cantarell, the incorporation of new developments such as
Ixachi and Quesqui has stabilized the overall volume,
maintaining Mexico as the second largest crude oil
producer and third largest gas producer in Latin America
(IEA, 2024).

What proportion of that production corresponds to the
State Public Company (PEMEX) versus private operators
under assignments and contracts?

In 2024, PEMEX Exploration and Production accounted for
95% of the extraction of liquid hydrocarbons and natural
gas in Mexico. Out of a total of 1,834 Mbd of liquids, PEMEX
contributed 1,748 Mbd, while private operators added 85
Mbd (5%), distributed in 21,000 bpd of migrations, 9,000
bpd of farm outs and 55,000 bpd of bidding rounds (CNH,
2024). In the natural gas segment, PEMEX E&P also
accounted for 95% of total production, with 3,565 MMcfd,
resulting from 3,545 MMcfd in assignments and 21 MMcfd in
contract migrations. The private sector contributed 190
MMcfd (5%), divided into 92 MMcfd from migrations, 17
MMcfd from farm outs and 82 MMcfd from contracts
awarded in previous rounds.

Within the private segment, Eni produced 33,500 bpd,
Hokchi Energy 21,465 bpd, Perenco 16,271 bpd, Fieldwood
Energy E&P 9,806 bpd (CNIH, 2024).

The Mexican Association of Hydrocarbons
Companies (AMEXHI) documents that private
participation in crude oil grew from 1.5% in 2018
to 6.2% in 2023, driven by the entry into
production of fields awarded in the 2015-2018
rounds (AMEXHI, 2024). Despite this advance, for
every barrel produced by private capital, PEMEX
extracts approximately 18 barrels, which
reinforces the predominant role of the EPE in
shaping the upstream market.

Production in

% of private

Operator 2024 production
ENI 33,532 bpd 34.6%
Hokchi 21,457 bpd 22.2%
Perenco 16,271 bpd 16.8%
Eﬂf;’vyoggp 9,806 bpd 10.1%
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How has the 2024 constitutional reform and the

Hydrocarbons Sector Law reconfigured the
upstream segment in Mexico?

The 2024 constitutional reform in Mexico
fundamentally redefined the upstream

hydrocarbons sector by reinforcing the state’s
primacy in the management of strategic resources
and by recharacterizing PEMEX as a State Public
Company rather than a productive enterprise. This
change marked a decisive departure from the
competitive, market-driven model of 2013 and
reestablished the state’s leading role in
hydrocarbons development.

The 2025 Hydrocarbons Sector Law, which
implemented these constitutional changes, shifted
the default mechanism for allocating hydrocarbon
resources. Whereas previously the general rule was
to award Exploration and Extraction Contracts (with
PEMEX competing alongside private operators), the
new system prioritizes allocations directly to
PEMEX. These allocations can be managed in three
ways:

1.Assignments for Own Development, through
which PEMEX exclusively exercises Exploration
and Extraction activities in the assigned area.

2.The Mixed Development Allocations, in which
SENER authorizes PEMEX to invite one or more
private participants, who assume up to 60% of
the participation while PEMEX retains at least
40% and can choose whether or not to
contribute capital, similar to farm-outs with
Carry; and

3.Exploration and Extraction Contracts, conceived
as an exception and subject to bidding. These
contracts were the general rule in the previous
regulation.

These reforms, while not closing the door to private
investment, redefine the upstream market as a
collaborative space under the leadership of the Mexican
NOC rather than an environment of free competition, as
the scheme proposed in 2013. By privileging allocations
- and especially the mixed development model - the
legal design requires that practically every strategic
project in collaboration with PEMEX, which retains at
least 40% of participation, be carried out. This scheme is
functionally similar to farm-outs: it allows the NOC to
take advantage of external expertise and financing
without losing ownership of the deposits. This entire
framework is governed by the Binding Energy Planning
model, mandated by the 2025 Planning and Energy
Transition Law.

MIDSTREAM

How is the network of gas and oil pipelines in Mexico
articulated, and who operates it (CENAGAS, CFE,
private)?

The SISTRANGAS, operated by CENAGAS, integrates
seven interconnected transport systems with a total
length of 10,336 km; of these, 8,990 km correspond to
the National Gas Pipeline System owned by CENAGAS,
which is equivalent to 87% of the high-pressure network
in 26 states (CENAGAS, 2023). In addition to this state
core, there are smaller private concessions, such as the
I[Enova (114 km) and Engie (204 km) gas pipelines that
operate under CRE permits (CENAGAS, 2021).

At the same time, PEMEX Logistica manages the liquids
infrastructure: 8,926 km of pipeline, 5,777 km of pipeline,
100 km of fuel oil pipeline, 66 km of turbo pipeline and
278 km of petrochemical networks for crude oil and
refined products, supported by 73 storage and dispatch
terminals (PEMEX Logistica, 2024). In addition, the CFE
and other private concessionaires are in charge of minor
regional pipelines authorized by the CRE.
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What proportion of transport and storage capacity does
the public sector control versus the private sector?

In the liquefied fuel storage system, PEMEX Logistica
operates the 73 authorized terminals for petroleum
products (gasoline, diesel, and jet fuel), which is equivalent
to 100% of the network of finished product dispatch points
(PEMEX Logistica, 2024). The private sector manages 33
LP Gas terminals, which represent 31.1% of the 106 total
liguefied fuel storage points in the country (SENER, 2024).

In the liquefied natural gas segment, three terminals -
Altamira, Manzanillo and Ensenada - with a combined
capacity of 2,900 MMcfd, are operated by private
concessionaires under an open access regime, configuring
100% of the national regasification capacity (SENER,
2024). These data show that the public sector
concentrates all the oil storage points, while the private
sector controls about a third of the LP Gas sites and all
LNG regasification.

Which CFE flagship projects (gas pipelines and terminals)
strengthen domestic energy security?

In the liquefied fuel storage system, PEMEX Logistica
operates the 73 authorized terminals for petroleum
products (gasoline, diesel, and jet fuel), which is equivalent
to 100% of the network of finished product dispatch points
(PEMEX Logistica, 2024). The private sector manages 33
LP Gas terminals, which represent 31.1% of the 106 total
liguefied fuel storage points in the country (SENER, 2024).

In the liquefied natural gas segment, three terminals -
Altamira, Manzanillo and Ensenada - with a combined
capacity of 2,900 MMcfd, are operated by private
concessionaires under an open access regime, configuring
100% of the national regasification capacity (SENER,
2024).

These data show that the public sector concentrates
all the oil storage points, while the private sector
controls about a third of the LP Gas sites and all
LNG regasification.

What is the installed refining capacity in Mexico
(liters/day) and how does the private sector
participate in the downstream through coking
plants, storage and distribution?

What is the installed refining capacity in Mexico
(liters/day) and how does the private sector
participate in the downstream through coking

plants, storage and distribution? Mexico's installed
refining capacity amounts to approximately 1.98
million barrels per day (bpd), equivalent to 314
million liters per day. This capacity is completely in
the hands of the State, through PEMEX Industrial
Transformation. The National Refining System (SNR)
includes six refineries: Cadereyta, Madero, Minatitlan,
Salamanca, Salina Cruz and Tula, with a combined
capacity of 1.64 million bpd (SENER, 2023). These
refineries achieved a crude processing level of 906
Mbd in 2024 . In addition, the Olmeca refinery (Dos
Bocas), whose nominal capacity is 340,000 bpd
(PEMEX, 2024) , began operations in June 2024.
(PROSENER 2025).

There are no private refineries in operation in the
country. However, the private sector is involved in
the processing of waste products through coking
plants and in storage and distribution logistics.
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The coking plant in Tula, in partnership with Mitsui, allows
the use of fuel oil and will have a capacity of 85,000
barrels per day, equivalent to 40% of the refinery's waste
production (PEMEX, 2023). A similar plant is under
construction in Salina Cruz.

As for private storage terminals, there are more than 70
projects with an installed capacity of 45.5 million barrels,
dedicated exclusively to finished petroleum products,
without participation in refining (CRE, 2024; Onexpo,
2023). These terminals allow private companies to import,
store and distribute gasoline, diesel and jet fuel.

In summary, 100% of Mexico's crude oil refining capacity is
held by PEMEX, while the private sector intervenes only in
downstream stages. There are no operating private
refineries, although there is significant private participation
in logistics infrastructure.

What mix of products (gasoline, diesel, jet, petrochemicals)
is obtained and how does it cover national demand?

The blend of refined products in Mexico is dominated by
gasoline, fuel oil and diesel, which account for more than
80% of the total volume of petroleum products produced
by PEMEX. According to the Energy Information System,
the national average daily production of petroleum
products was as follows for December 2024:

Produccidn diaria de petroliferos en México (barriles diarios)

Combustdies

Turbosing

Gesplinas

National production is insufficient to cover domestic
demand. During 2023, Mexico imported about 65%
of the gasoline and more than 40% of the diesel
consumed (CRE, 2024). The imbalance is due both
to the limited operating capacity of refineries and to
the quality of the crudes processed and the lack of
deep conversion infrastructure.

Petrochemicals account for a smaller fraction of
production, and their supply has fallen significantly
over the past decade. Currently, PEMEX has
reoriented its strategy to focus on priority refined
products such as automotive fuels and jet fuel.
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Petrochemicals account for a smaller fraction of
production, and their supply has fallen significantly over
the past decade. Currently, PEMEX has reoriented its
strategy to focus on priority refined products such as
automotive fuels and jet fuel.

What modernization projects or new refineries are
underway and what will be their impact on self-
sufficiency?

For the period 2025-2030, the main projects related to
the refining system in Mexico are the following:

1. Olmeca Refinery (Dos Bocas): Began operations in 2024
with a projected capacity of 340,000 barrels per day. In
April 2025, PEMEX exported its first shipment of ultra-low
sulfur diesel due to limitations in domestic logistics
capacity (PEMEX, 2025; Reuters, 2025).

2. Coking plants in Tula and Salina Cruz: These facilities
are intended to reduce the production of fuel oil and
increase the production of light products. The Tula coker
plant has an expected capacity of 85,000 barrels per day
of waste, while the Salina Cruz coker will be in the testing
stage in 2025. Both were financed with a budget of 52
billion pesos (PEMEX, 2025).

3. Rehabilitation of the National Refining System (SNR):
Between 2019 and 2024, more than 105 billion pesos have
been spent on major maintenance work in the six existing
refineries (SENER, 2024). These investments seek to
increase the operational utilization of the plants, which
has historically remained below 50%.

4. Deer Park Refinery (Texas): Acquired in 2021, it is
integrated as part of PEMEX's operating strategy. It
has a processing capacity of 340,000 barrels per day,
mainly used to serve the U.S. market, although part of
its products are destined for Mexico (PEMEX, 2024).

According to federal government estimates, these
projects would allow an increase in the national
production of gasoline, diesel and jet fuel of up to 343
thousand additional barrels per day, an improvement
of around 34% compared to 2020 levels (SENER,
2024)

What role do biofuels and green
hydrogen/amednoniac logistics play in the future
downstream?

SENER has pointed out the strategic role of biofuels in
reducing emissions in the transport sector, which is
responsible  for approximately 50% of the
consumption of petroleum derivatives in the country
(SENER, 2023). A new regulatory framework that
encourages the use of bioethanol, biodiesel, and
sustainable aviation fuels (SAF) is envisaged, although
its implementation has not yet materialized (SENER,
2024).

Among the proposed technologies is the use of 10%
bioethanol (E10) as an oxygenator to replace MTBE,
an imported additive with negative environmental
impacts. This ethanol could be produced with surplus
sugarcane, with an estimated capacity to cover up to
31.8% of the national demand for oxygenates (SIAP,
2023). Biodiesel derived from microalgae or waste oils
is still in the technical development stage. Biogas and
biomethane have been identified as viable alternatives
for industrial sectors or intensive transport.
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Green hydrogen has potential as an input in
industrial processes (cement, steel) and cargo
transport, but it faces significant logistical
challenges. It requires electrolysis infrastructure,
high-pressure or liquid storage, and specialized
distribution networks, which do not yet exist in
Mexico (SENER, 2023).

Green ammonia, due to its energy density, is
considered a possible vector for maritime transport
or hydrogen storage, although its production

requires large volumes of renewable energy. There is
currently no specific regulation for its use or logistics
(SENER, 2024).

Green
Biofuels hydrogen/ammoni
a

Technologi | High (Proven Decommissioning
cal maturity | Use) (pilot phase)

Moderate Registration
llrrévisifgndent (existing (requires new

q infrastructure) logistics)

Impact Short term (1-3 Long-term (5-10
Horizon years) years)
Regulation | In development Absent

In the short term, biofuels are expected to have a
greater impact on the downstream sector, while green
hydrogen and ammonia will depend on technological
advances, cost reductions, and regulatory incentives for
adoption.

What are the main regulatory, environmental and
competition challenges facing the downstream?
The downstream sector in Mexico faces multiple

regulatory, environmental and competition challenges,
especially for the private sector. These obstacles have
been intensified by recent reforms that changed the
legal framework for the energy sector.

First, the constitutional reform of 2024 reestablished the
priority nature of the State in strategic activities in the
energy sector, reinforcing the role of PEMEX and CFE.
This has limited the operating margin of private
companies in activities such as the distribution,
marketing, and storage of petroleum products (IMCO,
2024).

In addition, the publication of new energy laws on March
18, 2025 was accompanied by the temporary suspension
of deadlines and terms in the CRE, and a period of 180
days to issue new regulations, which generates
operational and legal uncertainty for private
participants.

The authorization of new permits decreased
significantly. Between 2013 and 2018, private
investments for USD 54.5 billion were approved;
between 2019 and 2024, that figure fell to USD 13.4
billion (IMCO, 2024).

On the other hand, international actors have expressed
concern about possible violations of the USMCA, in
relation to practices that could distort competition or
generate discrimination against foreign companies (El
Pais, 2024).
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On the other hand, international actors have expressed
concern about possible violations of the USMCA, in
relation to practices that could distort competition or
generate discrimination against foreign companies (El
Pais, 2024).

These factors combined have created a complex
environment for the private sector in the downstream,
characterized by reduced legal certainty, regulatory
constraints, and risks arising from the discretionary
application of new energy policies.
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What is the current size of the natural gas market in Mexico

in terms of production, consumption, and export? Coastoil Gas processing, National
Dynamic midstream
At the end of 2024, natural gas production in Mexico was Pinelines .
3.53 billion cubic feet per day (Bcf/d). It had a decrease | TC Energy ) ? ) 't International
compared to 2023, due to the lack of new discoveries and Infrastructure
the decrease in production in existing fields. Shell Upstream, LNG International
Regarding consumption, it is estimated that in Mexico there ] .
is an approximate consumption of 8 Bcf/d, 70% of which is | BP Retail, LNG International
imported from the United States.
ExxonMobil Refining, International
Finally, in relation to exports, Mexico in mid-2024, exported conventional energy
more than 0.5 billion cubic meters of Liquefied Natural Gas, Upst .
from the floating liquefaction facility in Altamira, whose raw | Chevron pstream, International
downstream

material is imported from the United States. (Institute for
Energy Economics and Financial Anaysis, 2025)

Who are the main actors involved in the production and
marketing of natural gas in Mexico, both national and

TotalEnergies

Renewables, LNG

International

New Fortress

LNG exports

International

Energy
international?
(o Role/F National/Intern Engie Pipeline infrastructure International
ompany ole/Focus
ational

PEMEX Production, field National Citla Energy Upstream National
development

CFE Import, marketing, National Saipem SpA Engineering, drilling International
infrastructure

Grupo Carso Field/pipeline National Promotora Engineering, National
development Energética E3 construction
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While PEMEX remains the central actor in production, the
sector increasingly relies on public-private partnerships
and international expertise. CFE dominates the import and
domestic marketing of natural gas, leveraging alliances
with international players and U.S. gas suppliers.
International firms bring capital, technology, and
operational know-how, particularly in LNG and pipeline
infrastructure, complementing the efforts of Mexico’s
state-owned companies and local firms.

Overall, the Mexican natural gas market blends state
dominance with private investment and cross-border
integration with the U.S. energy market.

What are the key infrastructure projects for gas exports,
such as liquefaction plants or FLNG?

By 2025, Mexico plans to strengthen its strategic platform
position for the export of liquefied natural gas, with CALLE
projects distributed mainly on the Pacific and Gulf coasts.
These developments take advantage of access to U.S. gas
and proximity to Asian markets.

The most advanced project is that of New Fortress Energy,
called Fast LNG Altamira, which has the collaboration of
CFE. This project is the first floating liquefaction unit in
Mexico, with a capacity of 1.4 million tons per year. It
began operations in mid-2024, exporting its first shipment
in September 2024.

Another key project is Energia Costa Azul LNG in Baja
California operated by Sempra. It is transforming an old
import terminal into an export plant with an initial capacity
of 0.4 Bcf/d. The entry into operation is scheduled for mid-
2025.

Other significant projects for Mexico are Vista Pacifico
LNG, Amigo LNG, and Salinas Cruz LNG, which could add
up to 4.5 Bef/d in their combined capacity.

What impact do the alliances between the CFE and
companies such as NFE and MPL have on the
development of infrastructure for exports?

The alliances between Mexico’s CFE and various
national and international firms have significantly
accelerated the development of natural gas
infrastructure, enhancing both domestic supply
security and export potential (Natural Gas
Intelligence, 2024). These partnerships have
enabled the launch of large-scale projects,
expanded pipeline capacity, and strengthened
connectivity to key regions—pivotal for Mexico’s
growing role in the global LNG market.

Key Examples of Strategic Alliances

1. CFE and TC Energy: This partnership has led to
the development of the Southeast Gateway
offshore pipeline—a 715-kilometer pipeline with a
capacity of 1.3 billion cubic feet per day and an
estimated cost of US$4.5 billion (TC Energy, 2022).
It connects Tuxpan, Veracruz, with Coatzacoalcos
and Dos Bocas, Tabasco, ensuring reliable supply
to the Yucatan Peninsula’s power plants while also
bolstering export capacity (CFE, 2024).

2. CFE and New Fortress Energy: The partnership
leverages the Sur de Texas-Tuxpan pipeline to
support the Altamira LNG export facility on
Mexico’s Atlantic coast, ensuring a seamless flow of
gas from Mexico’s production and import hubs to
international markets (Natural Gas Intelligence,
2024).

3. CFE and Engie SA: In collaboration with Engie,
CFE is expanding pipeline infrastructure in the
Yucatdn Peninsula, enhancing domestic energy
security and laying the groundwork for future
export corridors through southeastern Mexico
(CFE, 2024).
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4. CFE and Esentia Energ: With an investment of
approximately US$300 million, this partnership is
optimizing pipeline capacity and establishing new
delivery points to improve supply reliability—critical for
both domestic consumption and future exports
(MEXICONOW, 2024).

5. CFE and Sempra Infrastructure: The memorandum of
understanding (MOU) signed with Sempra includes the
Vista Pacifico LNG facility in Topolobampo, Sinaloa, and
regasification projects in Baja California Sur. These
projects aim to leverage excess gas and pipeline

capacity from Texas to Mexico’s Pacific coast,
supporting LNG exports and regional economic
development (Sempra, 2024).

These alliances demonstrate how public-private
collaboration is shaping Mexico’s natural gas

infrastructure landscape. By combining national and
international expertise and resources, these projects
have expanded pipeline networks and LNG export
capacity, reinforcing Mexico’s role as a key player in the
natural gas sector (Natural Gas Intelligence, 2024; Fitch
Ratings, 2024).

What is the role of natural gas as a bridge fuel in
energy?

Natural gas continues to play a critical role as a bridge
fuel to the global energy transition, facilitating the
displacement of more polluting sources such as coal
and oil, while increasing the integration of renewable
energies.

From an environmental perspective, the combustion of
natural gas emits between 40% to 50% less carbon
dioxide per unit generated compared to coal; and
between 25% and 30% less than oil.

Operational flexibility makes natural gas a reliable
backup for the generation of renewable energies such
as solar and wind, guaranteeing stability in the
electricity grid. (Energia y Sostenibilidad, 2025).

How are projects like Lakach contributing to energy
security and regional development?

The development of the Lakach field, led by PEMEX in
collaboration with Grupo Carso, seeks to increase
national production of natural gas, reducing
dependence on imports and strengthening energy
security. In addition, this project promotes economic
development in the Gulf of Mexico region, generating
employment and encouraging investment in local
infrastructure. This project also represents a strategic
component, to strengthen security and promote
regional development.

From a regional perspective, the development of
Lakach promises to generate employment and boost
the local economy in Veracruz. It also seeks to
increase national gas production, which contributes to
the energy matrix to achieve greater energy self-
sufficiency and thus reduce disruptions in the
international market. (ONEXPO, 2025).
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What strategies are being implemented to mitigate
fugitive methane emissions in the natural gas value
chain?

Mexico has adopted regulations to reduce methane
emissions in the hydrocarbon industry, including the
implementation of best operating practices,
continuous monitoring, and leak repair. These
strategies seek to minimize the environmental impact
associated with the production and distribution of
natural gas, providing technological solutions such as
regulations and international commitments.
(Environmental Defense Fund, s.f.)

Systematic programs such as leak detection and
repair, employing advanced technologies, have been
established to identify and correct on the spot. Also,
upgrading equipment is essential to mitigate
emissions. As well as gas capture and reuse, it
implements gas recovery systems in oil wells and
processing plants, thus producing emission reductions
and operational improvement. (Climate and Clean Air
Coalition, s.f.)

How does limited strategic storage capacity affect the
country's energy security?

The lack of storage infrastructure limits Mexico's
ability to manage imbalances in the natural gas
system and to respond to emergencies. Additionally,
this encourages Mexico to increase dependence on
gas imports, which can compromise energy
sovereignty and economic stability, in the event of
geopolitical tensions or supply disruptions.

incentives could accelerate the
more treatment and storage

What regulatory
development of
infrastructure?

The new regulatory framework includes fiscal and
financial incentives to encourage investment in
energy infrastructure. These incentives seek to
attract both national and international investors,
facilitating the participation of the private sector in
natural gas storage and treatment projects. (Grupo
de Industria de Energia, 2025)

Likewise, the Plan Mexico presented by the
Government of Mexico is a strategy in collaboration
with the private sector, with the aim of promoting
economic growth.

Given the limited storage capacity of natural gas -
currently covering 2.4 days of demand - the
Government of Mexico plans to increase it to at least
5 days, through the development of facilities in saline
caverns and overwhelmed fields. This is intended to
improve the country's energy security and reduce
dependence on imports. (Reuters, 2025)
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Carbon Capture, Utilization and Storage (CCUS)
technology encompasses a set of processes designed to
reduce CO, emissions from industries and power plants.
It involves trapping carbon dioxide at its point of origin,
transporting it through pipelines or specialized means,
and then injecting it into safe geological formations or
using it as a feedstock in the manufacture of synthetic
materials and fuels. Thanks to CCUS, the hardest-to-
decarbonize sectors can dramatically decrease their
carbon footprint.

The implementation of CCUS can play a decisive role in
the transition to a low-carbon economy, allowing
industries to maintain their productivity while meeting
international environmental objectives. The adoption of
CCUS is presented as a strategic tool in the fight against
climate change, facilitating a gradual transition to
cleaner technologies, while making sustainable use of
existing resources (Global CCS Institute, 2020).

Which sectors in Mexico have the greatest potential for
the adoption of CCUS (hydrocarbons, thermal
generation, heavy industry)?

In Mexico, the sectors with the greatest potential for the
adoption of CCUS are the hydrocarbon industry, thermal
generation and heavy industry. The hydrocarbons sector
is critical due to the existing infrastructure for oil and
gas extraction and processing, which facilitates the
integration of CO, capture and storage technologies.
Thermal generation, on the other hand, represents a
considerable source of emissions, especially in power
plants that operate with fossil fuels; therefore, the CCUS
can contribute significantly to the reduction of the
carbon footprint in this subsector.

Likewise, heavy industry - including steel, cement
and chemicals - has high potential due to its carbon-
intensive processes and the difficulty of reducing
emissions through electrification alternatives. The
adoption of CCUS in these sectors can be strategic to
meet environmental commitments without affecting
industrial competitiveness. These sectors are

considered a priority due to their high concentration
of emissions and the possibility of implementing
scalable solutions that are adaptable to
conditions (Global CCS Institute, 2020).

local
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What technological, regulatory, and economic barriers
does the adoption of CCUS face in the country?

Despite its importance in moving towards cleaner
energy sources, the adoption of CCUS has been slow.
One of the main obstacles to the expansion of CCUS is
its high cost. In addition, climate policies, such as carbon
taxes, have not yet reached the robustness needed to
make mass implementation of CCUS economically

viable.

The cost of capturing CO, varies considerably
depending on the emitting source. In industrial
processes that generate highly concentrated CO,

streams, such as ethanol production or natural gas
processing, capture can cost between $15 and $25 per
ton of CO,. However, in activities with more diluted
emissions, such as electricity generation or cement
manufacturing, the cost can range from $40 to $120 per
ton. Direct capture of CO, from the air is, for now, the
most expensive option, although it is expected to play a
key role in carbon removal in the future. While some
carbon capture technologies are already commercially
available, others are still under development,
contributing to cost variability.

There is a lot of scope to reduce costs along the entire
value chain of CCUS, especially since many of its
applications are still in  the early stages of
commercialization. Experience has shown that, as the
market grows, technology advances, financial costs
decrease and economies of scale are generated, prices
tend to fall.

in the
recent

This pattern has already been observed
development of renewable energies in
decades.

In fact, significant cost reductions have already been
achieved in large-scale CCUS projects. For example,
the cost of CO, capture in the power sector has
decreased by 35% with the transition from the first to
the second large-scale commercial facility. This trend
is projected to continue as the market continues to
expand (IEA, 2021).
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What lessons can be learned from international markets
where CCUS has been successfully implemented?

CCUS is positioned as an essential component in global
carbon management strategies. Its importance is
recognized worldwide, especially the rapid advances in
North America and Europe. The policies of these
countries and investment in CCUS technologies and
projects have marked a momentum that extends to
other places. Initially, the United States and some
European nations provided the necessary support to
accelerate private investment in CCUS, followed by
Japan, and by state-owned companies in the Middle
East and China. Today, even Southeast Asian nations are
beginning to promote CCUS through their state-owned
oil companies, as part of their transition to net-zero
emissions.

There is also a conflict between the ability of these taxes
to promote behavioral change and their revenue-
generating potential, which, together with selective
enforcement, can result in inefficient resource allocation
and equity concerns.

Another interesting trend is the Carbon Border
Adjustment Mechanism (CBAM), introduced by the
European Union to balance competition between

industries subject to carbon prices and those in
countries without similar policies. The CBAM imposes a
carbon tax on imports based on their carbon content,
initially applied to emissions-intensive sectors such as
aluminum, cement, electricity, fertilizers, iron, steel and
hydrogen. This mechanism, which includes a transition

period until 2026, seeks to incentivize cleaner
production methods, reduce carbon leakage and
generate income to reinvest in climate initiatives,

although it faces challenges such as the complexity of
measuring emissions abroad and risks of negative
impact on exporters in developing countries.

international
successfully

What lessons can be learned from
markets where CCUS has been
implemented?

CCUS is positioned as an essential component in
global carbon management strategies. Its importance
is recognized worldwide, especially the rapid
advances in North America and Europe. The policies
of these countries and investment in CCUS
technologies and projects have marked a momentum
that extends to other places. Initially, the United
States and some European nations provided the
necessary support to accelerate private investment
in CCUS, followed by Japan, and by state-owned
companies in the Middle East and China. Today, even
Southeast Asian nations are beginning to promote
CCUS through their state-owned oil companies, as
part of their transition to net-zero emissions.

Continued and strong political support from leading
countries has fueled the growth of this industry, and
collaboration becomes key to accelerating its
development. Bringing together governments, the
private sector and research institutions helps break
down barriers, reduce costs and encourage
investment. Governments, in particular, play a crucial
role in supporting research and development of new

carbon management technologies, driving
investments, and solving legal and regulatory
challenges.

In addition, collaboration extends to various forms,
such as public-private partnerships for CCUS
projects, joint work between governments and
researchers to establish regulatory frameworks, and
cooperation between companies to build value
chains in this area.
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2024 has witnessed significant growth in the
development of CCUS facilities. There are currently 50
facilities in operation (3 of which are projects dedicated
to transport and/or storage) and 44 under construction
(7 of them transport and/or storage). As of July 2024,
the pipeline includes 628 projects, a year-on-year
increase of 60% (Global CCS Institute, 2024).

g w

57%
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How is Mexico positioned in the context of global
commitments to decarbonization and climate financing?

Mexico continues to reaffirm its commitments to the Paris
Agreement, recognizing the urgent need to globally
reduce emissions of Greenhouse Gases and Compounds
by 43% by 2030 and achieve emissions neutrality by
2050.

This commitment is expected to be materialized
through concrete measures aimed at accelerating the
decarbonization of economies and facilitating an
equitable energy transition. At the national level, the
Mexican government is formulating sectoral
decarbonization pathways to increase the ambition
of its Nationally Determined Contribution (NDC),
which will be reviewed in 2025.

At COP 29, Mexico reported that the updated NDC
will incorporate investments in transmission and
generation infrastructure, a transition program to
renewable sources, and energy efficiency measures.
In addition, the mitigation potential of other priority
initiatives of the new administration will be included,
such as the launch of the most ambitious circular
economy project globally; investments in the
recovery, remediation and protection of natural
heritage - with the goal of safeguarding 30% of the
national territory by 2030; the development of large-
scale projects in rail transport, both freight and
passenger, with an intermodal approach; and the
electrification of transport, with special emphasis on
public transport (Government of Mexico, 2025).

In conclusion, Mexico is in a phase of reaffirmation
and adjustment of its climate commitments, framed
in the objectives established by the Paris Agreement.
The country is looking to implement a series of
strategies and measures aimed at strengthening its

Nationally Determined Contribution, through
investments in energy infrastructure, transition
programs to renewable sources, and various

mitigation initiatives in critical sectors. The review of
these commitments in 2025 and the actions
announced in international forums mark a trend
towards aligning domestic policies with global
demands on emissions reductions and climate
finance.














































































































































































































































































































































































