Regional Address to the CAISO
Stakeholder Symposium

Electricity Reform in Mexico

Jeff Pavlovic
Managing Director of Electric Industry Coordination

October 22, 2015



Background.:

Mexican Electric System
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Electric Rates Pre-Reform

Average rates, first quarter 2013 (centavos/ kWh)
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AAverage rates: 25% higher than in the US
AWithout subsidies: difference would be 73%
ASubsidies equal to 0.75% of GDP

SourcesSistema de InformacioBnergética (Mexicognergyinformation Administration(USA)
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SECRETARIA DE ENERGIA

Clean Energy Potential in Mexico

Clean Energy Goals:
35% in 2024, 40% in 2035 and 50% in 2050

Renewable Energy Potential
Installed Capacity Actual Generation Actual Generation Actual Generation +A;rtg\?ér?ggggurzgs
2Asemester 2014 Year 2013 + Proven Resources | T Proven Resources +Probable Resources
(MW) (% of total GWh) +Probable Resource +Possible Resource
wind 1,900 1.4% 5.3% 5.3% 34.8%
Geothermal 823 2.0% 2.2% 22.5% 40.0%
Solar 64 0.01% 0.6% 0.6% 2,189.4%
Mini Hydro 419 0.5% 1.7% 9.5% 24.4%
Total 3,206 4.0% 9.9% 37.9% 2,288.6%

Solar Resources

Wind Resources

Geothermal resources

Recursos Geotérmicos de México
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Objectives of the Reform

AReduce costs and rates
AMore clean energy
ASpread the benefits

g

Alndustry Restructuring
ACompetitive Market
AClean Portfolio Standarc
Aindependent Planning

Alncentives for value creation and efficient operation

ADecisions through competitive processes

AOpen access and natiscrimination

ATransparency



e | New Industry Structure

System Control and
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Market Features

Energy and Ancillary

Services Daily, Hourly Cost Based
Capacity Yearly Administered
Clean Energy Certificates  Yearly Unrestricted offers
AETIEE] Ul Yearly / Monthly Unrestricted offers

Rights

f CRE will set requirements for retailers to contract forward energy and
associated products.

f Basic Service Retailers may only contract forward through auctions
operated by CENACE.
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