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Regulatory Framework

Law on the Promotion and Development of Bioenergy (February 2008)

Regulations of the Law on the Promotion and Development of
Bioenergy (June 2009)

> Note: the Law and Regulations followed a study commissioned in 2006 by the
Secretariat of Energy of Mexico (SENER), sponsored by the Inter-American
Development Bank (IDB) and the GTZ (German Technical Cooperation)

> "Potential and Feasibility of the Use of Bioethanol and Biodiesel for Transportation in
Mexico”
> Articles 178 and 179 of the Law for Sustainable Rural Development

> Limits: Food Security and Sovereignty

> Regulatory Agencies
> Inter-Secretariat Commission for the Development of Biofuels
>  Secretariat of Energy (SENER)

>  Secretariat of Agriculture, Livestock, Rural Development, Fisheries and Food
(SAGARPA)

Secretariat of Environment and Natural Resources (SEMARNAT)
Secretariat of the Economy (SE)
Secretariat of Finance and Public Credit (SCHP)
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Ethanol & Biodiesel

Potential, but Limited Usage

> Third largest agricultural producer in Latin America
> Less than 5% of total current energy demand satisfied through bioenergy

> Mexican Energy Reform promotes renewable energy goals

> 35% of domestic energy from renewable sources by 2025
> Reduce GHG emissions by 30% by 2020
> “Clean Energy Certificates”: 5% usage by 2018; increases thereafter

Ethanol — Few Production Facilities

> “Plan” to introduce 5.6% to 5.8% ethanol blend in gasoline
> Pilot projects: 6% ethanol

> Replacement for MTBE

> Blending not allowed in major population areas

> Mexico City, Monterrey, Guadalajara

475 Million Gallons (demand); 66 Million Gallons (local production)
Importation of ethanol from the United States

> Currently around 20 Million Gallons imported

> Uncertainty about importation of ethanol from the U.S. in the future

vV Vv
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Ethanol & Biodiesel

Biodiesel — Limited Success on Industrial Scale
Facilities
> Six industrial biodiesel production plants
> States of Chiapas, Michoacan and Nuevo Leon
> Process palm oil, jatropha, castor oil, WVO, animal tallow
> Operations began in 2004; several plants have closed
> Challenges include transport, quality standards,
funding

4

Greenberg Traurig, LLP | gtlaw.com Renewable Energy: Mexico



GreenbergTraurig

Biofuels: Current Usage

Figure 1.2 = Primary energy demand by fuel
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Biofuels: Current Usage

Figure 1.3 = Energy demand by fuel in selected end-use sectors
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The oil-dominated fransport sector is growing fast and has by
far the largest share of final energy consumplion in Mexico
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Biofuels: Current Usage

Figure 1.4 =  Electricity generation by fuel
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Electricity generation in Mexico has more than doubled
since 1990 and diversified aoway from a cosily reliance on oil

Motes: TWh = terawatt-hours. Other renewables include geothermal, solar PV and wind.
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Biofuels: Projected Usage

Figure 2.4 =  Elecfricity demand by sector in Mexico in the
New Policies Scenano
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New Policies Scenarnio, athovgh buwildings sector demand rises more quickly

Mote: Twh = terawatt-hours.
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Biofuels: Projected Usage

Table 2.3 = Frimary energy demand by fuel in Mexico in the
Mew Policies Scenarnio [Mios]

Shares CAAGR"
2000 2014 020 2 A30 204D 24 i | 2 4-H040
Fossil fuels 131 170 1GE 176 1EB o0% 83% 0.4%
oil a9 o6 91 o5 95 51% 42% -0.1%
Matural gas 35 61 68 74 86 3X% 3% 1.4%
Coal 7 13 1o 7 G % 3% -3.1%
Renawables 17 16 1% 25 31 o% 14% 2.7%
Hydro 3 3 3 5 % 2% 14%
Bioenergy 3 9 g g 5% 4% 0.6%
Other renewables 5 4 7 12 17 % 8% 5.9%
Huclear 2 3 3 5 7 1% 3% 4.3%
Total 150 1EE 150 206 225 100% 100% 0.7%

* Compound awerage annual growth rate.
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Biofuels: Projected Usage

Figure 2.10 = Frimary energy mix in Mexico and selected counfries
in the New Policies Scenario
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Mezxico's energy mix becomes more diverse, buf is shill more
oil-dependent in 2040 than the Unifed Sfates or Canoda are today

Miote: Other renewables include geothermal, salar PV, concentrating solar poveer and wind.
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Solar, Wind, Geothermal, Hydro:
Clean Energy Potential in Mexico

Clean Energy Goals:

35% in 2024, 40% in 2035 and 50% in 2050

Renewable Energy Potential

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

: 11
Greenberg Traurig, LLP | gtlaw.com Renewable Energy: Mexico



GreenbergTraurig

Solar, Wind, Geothermal, Hydro:
Cleaner Energy for the Future

Principal Increases in Capacity (MW)

Hydro

Wind

Efficient
Cogeneration

Solar

Combined
Cycle

* Tripled Clean Energy

* Increased 75% Combined Cycle
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Solar, Wind, Geothermal, Hydro:
Renewables Auctions

Historical Context

The First Auction acquired solar
and wind capacity equal to 73%
of the amount installed in the

Installed Capacity: Solar &

3,500 - Wind previous 18 years.
2,804+
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0 500 -
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1998 to 205 Auction Auction energy consumption.
OWind
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Solar, Wind, Geothermal, Hydro:

Renewables Auctions

First Auction - CENACE

Winners by Energy Product and Average Bid Price

Energy Auction Results in Latin America
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Solar, Wind, Geothermal, Hydro:
Renewables Auctions

First Auction - CENACE

Solar 11 Winning Companies, with a total of 18 proposals (\.\_ Wind

Energy (PV) L After correcting the model, six new companies were added to the winners, leaving two companies 7/ Ener
previously selected out of the list. Similarly, the number of selected proposals increased from 11 to 18. ay
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Solar, Wind, Geothermal, Hydro:
Renewables Auctions

Second Auction - CENACE

Percentage of CELs Awarded by Technology Percentage of Energy Awarded by Technology
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Percentage of Capacity Awarded by Technology
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Second Auction - CENACE
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Solar, Wind, Geothermal, Hydro:
Renewables Auctions

Winning Company
Alten Energias Renowables Mexico Cuatro
SA deCwW
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Edlica deODaxaca SAPI1 de CW
Frontera M exico Generacion S de RL deCw
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Green Hub S de RLde CW {subsidiary of
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HO M exico Holdings S de RLde W
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P DE
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