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Mexico City at Night

Demographic
Comparison:

® Mexico:

* Population 127 Million
GDP is $2.3 Trillion
Electricity Use 240 TWHSs

Population 28 Million
GDP is $1.6 Trillion
Electricity Use 370 TWHs

United States:
e Population 323 Million
* GDP is $18.6 Trillion
e Electricity Use 3,900 TWHs




/ Courageous Politics, Law, & Policy

Constitutional Amendment 2013

Electric Industry Law (LIE) August 2014
CENACE Creation Decree August 2014

Electric Power Market Bases September 2015
CENACE Day Ahead Market January 2016
CRE/NERC/CENACE Steering Group May 2017

“In terms of scope, depth and space of implementation,
Mexico’s energy reform ranks as the most ambitious
energy system transformation worldwide in a long time”

Paul Simons, International Energy Agency (IEA), Deputy Executive Director (February, 2017)"
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National Interconnected System (SIN)
Consumption Distribution (september 6, 2017)
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Electric Interties Between the United States & Mexico

6. Tijuana-Miguel

7. La Rosita-Imperial Valley EAISO

—[+800 MW /408 MW] 1. Riberena-Ascarate*
[£100 MW]

; EPE
2. ANAPRA-Diablo*
[+100 MW]
3. Ojinaga-Presidio*

[+6 MW] 8_Piedras Negras-Eagle Pass
[+25 MW/-36 MW]

)
9_Nuevo Laredo-Laredo[+100 MW]

10. Cumbres F - Energia Buenavista [-540 MW]
11, Cumbres F.-Railroad [+2x 150 MW]

4. Matamoros-Brownsville*
u[+25 MW /-24MW]

[+80 MW/-176MW]

i Matamoros-Military*

el de Tension

400 kV
230kV
138BkV
69-115kV
<69 kV
. Interconexian
* Interconexiones de emergencia
+ Exportacién
= lImportacion

Operadores: %

CENACE: Centro Nacional de Control de Energia, México.

CAISO: California Independent System Operator, EUA

EPE: El Paso Electric, EUA

ERCOT : Electric Reliability Council of Texas EUA

WEEC: Western Electricity Coordinating Council, EUA

ETCEE: Empresa de Transpaorte y Control de Energia Eléctrica, Guatemala.
BEL: Belize Electricity Limited, Belice

12. Xul Ha-WESTL BEL
[+100 MW]

13. Tapachula-Los Brillantes
[+240 MW /-50 MW] ETCEE
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Ancillary Services Regions in Mexico

Direccién de Administracién del Mercado (| NI A (|
Subdireccién de Disefio de Mercado e -
Unidad de Mercado y Desarrollo
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CFE Energia @ Internati@

@Corpor@

Distribution Legacy Plants
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CFE Generation is Now 6 Independent Gencos

Grafica 2 Separacion horizontal de la actividad de generacion de la CFE
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CENACE Centralized Spot Market

= Two Settlement Market:
DA and RT

= 15 minute dispatch intervals
= No virtual offers are permitted

= Demand Response is not
dispatched by CENACE

= Simplified RSG calculation

= Scarcity pricing only applies when
there is true scarcity; prices are
capped at the highest cost
generator

= Three Settlement Market:
DA, HAand RT

= 5 minute dispatch intervals

= \/irtual offers are allowed

= CENACE will dispatch demand in
the DA and RT Markets.

= Separate RSG calculation per
startup and for out of merit dispatch

= Gradual scarcity pricing is
implemented as a complement to
the capacity market.
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Monterrey August Hourly Day-Ahead LMP Prices

Monterrey August 2017 Hourly LMPs
(Average LMP = USD $85.23)

—
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Mexican Wholesale Market Participants

Generators CFE Basic Service Supply
20(14)

Non-Supplier CENACE & Forward Electric Market Qualified Suppliers

Marketers 20(5)
5(1)

CFE Gencos Qualified Market

Participant Users
6(6) 1(0)
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Mexican Wholesale Electric Transactional Mechanics
(Current Status)

Transactional Mechanics

Transactional mechanics s the description of those

Contracts things necessary to execute transactions inthe
wholesale markets. It s composed of the three facets of
Contracts, Credit, and Wholesale Products,

There are two different sets of transactional mechanics
in play right now.

The Centralized CENACE markets have their own unigue
transactional mechanics.

Wholesale

Products Credit




Centralized Long Term & Mid Term Auction

Clearinghouse

CLEARINGHOUSE
CREDIT QUALITY EVALUATION (2)

SENER

SECRETARTA DE ENERGIA

Liquidity[30%:) Weight

EBITDA J Cost of Debt s 25%

Cash Flow /Debt Service 35%
Evaluatiﬂr'l l:lf Finanﬂiﬂl Cash Flow, Tatal Debt L K 30%

Cuick Ratio ! 10%

Leverage (20%) Value Weight
Debt/Equity 0.54 35%
Short Term Debt / Total Debt  0.11 15%
Debt / Fixed Assets .47 25%
Debty THNW 1.21 25%

Profitability [50%) Value Weight
Met Margin®s 574 25% 0.94
ROA % 1.82 25% 1.29
Operating Margin % 13.1 25% 0.85
ROE % 578 25% 0.71

3.79

Weight Score Group Score

Information from Financial Liquidity 0.3 3.75 1.13
Statements evaluated by Leverage 0.2 3.37 0.57

Clearinghouse Profitability 0.5 3.79 1.9

IEnmpclsitE Score 3.7 |
TENASKA




/
/ Final Thoughts:

It is a Spanish speaking market. So what?

The foreign exchange rate between Mexico and the US
withstood the election of President Trump.

CENACE has the potential to outgrow the Cal ISO.
Mexico’s transformation is making a true North
American Electric Market possible.

The electric interchange between the Unites States and
Mexico is currently anemic but what if it wasn’t?

From Dallas, Texas it takes exactly as long to fly to
Mexico City as it does to Minneapolis, Minnesota.
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Thank You

Bob Anderson Tenaska Energia
Office (817) 462-8072
banderson@tnsk.com




