ANNEX – ANNUAL SECTORAL REPORT

Chapter 3: Services

	Chapter 3 (l) : Energy Services

	Section
	Improvements Implemented Since Last IAP


	Current Entry Requirements 
	Further Improvements Planned

	Operational Requirements


	This sector was not reported in Mexico' s last IAP; see "further improvements planned"

	NATURAL GAS

In 1995, the Mexican Government introduced far-reaching reforms in the natural gas sector . For that purpose, new legislation was enacted in order to allow private participation in areas that were previously reserved to the Mexican State. 

A key feature of the 1995 natural gas reform was the redefinition of the government´s roles as owner, operator and regulator. 

Proprietor and policy-making duties were then assigned to the Ministry of Energy (http://www.energia.gob.mx/); regulatory functions were transferred to the newly-established Energy Regulatory Commission (CRE) (http://www.cre.gob.mx/) and operator functions remained in Pemex (http://www.pemex. com/). 

With the enactment of the Energy Regulatory Commision’s Act (LCRE, by its acronym in Spanish) by Congress, the CRE was given a specific mandate, jurisdiction and powers, thus enhancing its regulatory duties.

Three types of activities require a permit: transportation, storage, and distribution. Permits for these activities are granted by the CRE for an initial term of 30 years and may be renewed for one or more additional 15-year periods. (http://www.cre.gob.mx/publica/series/Folleto 2/doc2.html) 

The NGR establishes mandatory interconnection to all permit holders provided that there is available capacity and the interconnection is technically feasible according to CRE’s regulation.

 Access prices are referred to transmission and distribution rates.Transportation and distribution rates are regulated under an incentive-type methodology, and particularly based upon an average revenue formula, which includes some elements of cost of service regulation. 

Further details: Francisco de la Isla, General Director of the Economic Policy Unit, Energy Regulatory Commission (CRE); Tel: (525) 2813-15-30; Fax: (525) 283-15-75; email: fdlisla@cre.gob.mx; Lizete de la Torre, Deputy General Director of the Economic Policy Unit, Energy Regulatory Commission (CRE), ldelator@cre.gob.mx. 

ELECTRICITY

Currently, the electricity industry is characterized by two vertically integrated State monopolies. The Comisión Federal de Electricidad (CFE) and Luz y Fuerza del Centro (LFC) carry out , on an exclusive basis, the generation, transmission, distribution and the sale of electricity that is supplied as a public service, as set out in the Mexican Constitution.The Law of the Public Service of Electric Energy (http://www.cre.gob.mx/marco/elec.html) was reformed in 1992 in order to allow and define the participation of private entities in the activities of electric generation, importing and exporting. In 1993, the Regulations of the Law on the Public Service of Electric Energy (the Regulations) were published. The Law and the Regulations define six types of permits for the activities that are not considered public service: self-supply, cogeneration, independent production, small production, importing and exporting, and also establish the conditions under which each one of the permits shall be granted (Art. 36 of the Law).  The permits are of indefinite duration, except for those applicable to independent production, which are granted for a renewable term of up to 30 years (Articles 78 and 91 of the Regulations). 

Further details: Francisco de la Isla, General Director of the Economic Policy Unit, Energy Regulatory Commission (CRE); Tel: (525) 2813-15-30; Fax: (525) 283-15-75; email: fdlisla@cre.gob.mx; 

Lizete de la Torre, Deputy General Director of the Economic Policy Unit, Energy Regulatory Commission (CRE), ldelator@cre.gob.mx


	NATURAL GAS

Throughout November-December and January the CRE issued a call for proposals aimed at updating the institutional and legal framework applicable to the natural gas industry.52 proposals were received from national and foreign participants in the natural gas industry as well as from interested parties. It is expected that the consultation process will offer new elements for the definition of objectives, goals, strategies and priorities in the development of Mexico´s natural gas industry. Concrete results may be announced throughout  2001

ELECTRICITY

The enormous expansion requirements of the electricity sector, technological advances and the additional resources that must be found to finance other social needs mean that the current structure, which limits private participation, must be transformed into one that facilitates wide private participation, within the context of effective regulation.  The introduction of private sector participation within a competitive context will also provide incentives for the provision of low cost electricity, strengthening the overall competitiveness of the Mexican economy.To this end, the Federal Government is considering a proposal to Congress to introduce a structural reform in the electricity sector. 



	Licensing and Qualification Requirements of Service Providers


	This sector was not reported in Mexico' s last IAP; see "further improvements planned"
	NATURAL GAS

Foreign trade and marketing of natural gas are unregulated activities that don’t require a permit and that can be undertaken by any interested party. Transportation, storage, and distribution shall require a permit previously granted by the CRE pursuant to the Natural Gas Regulation. Permits for the provision of services shall only be granted to business corporations and social sector enterprises. Parties interested in obtaining a permit shall notify the Federal Competition Commission of their interest by providing to such commission a copy of their application for a permit or their bid proposal for the purposes of the Federal Law of Economic Competition. The issuance of a permit shall constitute authorization by the CRE to construct facilities related to the permit, however, other authorizations may be required from other federal or local authorities (such as negotiations of rights of way, risk assessments, ecologic permits, etc.)Systems for the provision of service shall not be sold without also selling the permit, and vice versa, except when a permit has been revoked. A copy of the notice to the Federal Competition Commission shall be included in the application to transfer a permit. Required educational, training or experience qualifications for service providers: Previous experience in related infrastructure projects and evidence of current provision of service to customers is required to obtain a natural gas permit.Further details: Francisco de la Isla, General Director of the Economic Policy Unit, Energy Regulatory Commission (CRE); Tel: (525) 2813-15-30; Fax: (525) 283-15-75; email: fdlisla@cre.gob.mx; Lizete de la Torre, Deputy General Director of the Economic Policy Unit, Energy Regulatory Commission (CRE), ldelator@cre.gob.mx.; Federal Competition Commission (Cofeco), http://www.cfc.gob.mx/
ELECTRICITY

General requirements to obtain a permit  are explained in: (http://www.cre.gob.mx/english/publications/booklets/Folleto 7/7-5.html) 

 Further details: Francisco de la Isla, General Director of the Economic Policy Unit, Energy Regulatory Commission (CRE); Tel: (525) 2813-15-30; Fax: (525) 283-15-75; email: fdlisla@cre.gob.mx; Lizete de la Torre, Deputy General Director of the Economic Policy Unit, Energy Regulatory Commission (CRE), ldelator@cre.gob.mx.


	NATURAL GAS

Throughout November-December and January the CRE issued a call for proposals aimed at updating the institutional and legal framework applicable to the natural gas industry.52 proposals were gathered  from national and foreign participants in the natural gas industry as well as from interested parties. It is expected that the consultation process will offer new elements for the definition of objectives, goals, strategies and priorities in the development of Mexico´s natural gas industry. Concrete results may be announced throughout  2001

ELECTRICITY

None



	Foreign Entry


	This sector was not reported in Mexico's last IAP
	NATURAL GAS

Nationality / residency requirements: There are no limitations as to the percentage of foreign capital involved in the business corporations that own a natural gas permit, in so far as the company is established in Mexico (http://www.cddhcu.gob.mx/leyinfo/pdf/45.pdf). However, the Foreign Investments Law establishes that the construction of pipelines has to be performed by Mexican companies that have no more than 49% of foreign participation. (http://www.cddhcu.gob.mx/leyinfo/pdf/45.pdf). It is important to mention that a higher level of foreign participation in construction companies (pipelines) is feasible, although it is subject to approval by the National Commission of Foreign Investments.

Further details: Francisco de la Isla, General Director of the Economic Policy Unit, Energy Regulatory Commission (CRE); Tel: (525) 2813-15-30; Fax: (525) 283-15-75; email: fdlisla@cre.gob.mx; Lizete de la Torre, Deputy General Director of the Economic Policy Unit, Energy Regulatory Commission (CRE), ldelator@cre.gob.mx.    
ELECTRICITY

There are no limitations as to the percentage of foreign capital involved in the business corporations that own a generation permit, in so far as the company is established in Mexico (http://www.cddhcu.gob.mx/leyinfo/pdf/45.pdf). (See also the Natural Gas sectoral report). 

	None

	Discriminatory Treatment/

MFN


	This sector was not reported in Mexico' s last IAP; see "further improvements planned"
	NATURAL GAS

No additional regulatory requirements for licensing or operation are specified for investors from countries that have not yet signed a commercial agreement with Mexico.

ELECTRICITY

There are no distinctions between national and foreign investors


	NATURAL GAS

Throughout November-December and January the CRE issued a call for proposals aimed at updating the institutional and legal framework applicable to the natural gas industry.52 proposals were gathered from national and foreign participants in the natural gas industry as well as from interested parties. It is expected that the consultation process will offer new elements for the definition of objectives, goals, strategies and priorities in the development of Mexico´s natural gas industry. Concrete results may be announced throughout  2001.

ELECTRICITY

None




