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Competitive suppliers offer more stable pricing, 
reducing the risk of severe price spikes and major 
budget overruns that have plagued electricity users 
served under the CFE tariff. 
 
This greater stability has become increasingly critical  
for budgeting and financial planning since Tariff rates 
from CFE often jump sharply with no advance warning. 
 
This unpredictability leaves electricity users fully 
exposed to extremely painful cost increases without 
alternative options to protect themselves. An 
unexpected increase in a single month can bust the 
budget for the entire year, with no way of knowing  
the frequency with which similar increases will occur. 
 
This white paper, which focuses principally on the 
electricity market, addresses four main issues: 

 > How the electricity market has been restructured; 

 > The options available to large users interested in 
purchasing electricity competitively; 

 > Key issues in evaluating competitive suppliers 
(including creditworthiness and contract terms); 
and 

 > The importance of obtaining strategic advice on 
energy supply management from an independent 
consultant with in-depth knowledge of the 
Mexican market and no stake in the choice  
of supplier.

Landmark energy reform in Mexico offers industrial 
energy users and large commercial customers a 
compelling opportunity to increase profitability by taking 
advantage of competition among suppliers to reduce 
costs for electricity, green energy certificates (CELs), and 
natural gas. While most large users have only recently 
been able to purchase energy competitively, many 
have achieved cost reductions of 20% or more, giving 
electricity users who switch suppliers a significant 
competitive advantage over businesses that continue 
purchasing electricity from CFE.1 

To take advantage of this opportunity and protect 
against needless cost increases, electricity users  
must act quickly. The cost of purchasing from CFE,  
the default utility supplier in Mexico, has recently 
jumped by more than 50%. 

Capacity charges have increased even more steeply. 
Further, the structure of CFE’s Basic Tariff, which 
charges prohibitively high prices for consumption  
during periods of peak demand, penalizes industrial 
users, who often need to operate at high utilization 
rates during peak hours. 
 
By contrast, competitive suppliers can better tailor 
pricing to meet large energy users’ needs, adding  
even greater savings for customers who switch to 
alternative suppliers. 

Overview

“To take advantage of this 
opportunity and protect 
against needless cost 
increases, electricity users 
must act quickly.”

1 The CFE is the state-owned electric utility – Comisión Federal de Electricidad/Federal Electricity Commission.
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For businesses in Mexico, the packet of legislation 
commonly referred to as the Energy Reform created  
a transformational opportunity to achieve major savings 
and stabilize electricity costs. The competitive market 
also can be used to achieve corporate sustainability 
goals and to procure the green energy certificates (CELs) 
that are required for legal compliance.

Engaging in the market improves operating margins 
and frees up capital for CapEx and other needed 
expenditures, enhancing the ability of electricity users 
who switch suppliers to compete successfully in  
global markets. 

By contrast, end users who continue to take service 
under CFE’s Basic Tariff are at risk of paying increasingly 
exorbitant rates. CFE’s rates are rising due to continued 
dependence on older, inefficient generating units, 
chronic underinvestment in CFE’s transmission and 
distribution system, and increasing costs for procuring 
the additional generation that is necessary for system 
reliability. Furthermore, the CFE Tariff Rate Design for 
industrial and commercial users will continue to require 
those end users to subsidize residential customers. 

As a result of these factors, prices per kilowatt hour 
under the Tariff have climbed 50% in the first 10 
months of 2018 alone. Capacity rates have risen even 
more steeply, increasing by more than 200%. 

Continued increases in Tariff rates may be difficult 
to prevent. As more forward-thinking energy-
conscious consumers leave CFE for private suppliers 
offering lower rates, CFE will need to spread its 
fixed costs over a shrinking customer base, creating 
additional upward pressure on electricity users who 
continue to purchase electricity under the Tariff. As 
CFE’s Tariff rates become increasingly uncompetitive, 
more and more end users are likely to switch to other 
suppliers. This will further reduce the customer base 
over which fixed costs can be spread, requiring further 
price hikes in a continuing upward spiral with no 
apparent end. 

If end users refuse to take action, they are likely to 
be swept up in this process. If rates rise high enough, 
it could threaten the financial foundation of many 

businesses. Customers who continue to take service 
from CFE under the Tariff will not only experience 
financial pain but will also forgo opportunities in the 
competitive market.  

Building a new energy procurement strategy not only 
makes sense, but may be essential to survival. 

Capitalizing on this opportunity, however, requires that 
customers understand all of their options and develop  
a plan that aligns with their financial, operational,  
and risk management strategies. Navigating the 
deregulated market without a solid understanding of 
the new energy landscape may be just as perilous as 
taking no action and remaining with the utility. If end 
users do not thoroughly understand contract risks,  
enter into contracts at higher rates than can be obtained 
from other suppliers, or strike a deal with an unreliable 
supplier without longevity, the value of switching away 
from CFE could be completely negated.

In choosing from among competitive options, a number 
of important issues must be addressed. These include 
the creditworthiness of different suppliers, how offers 
from different suppliers compare, contract length, the 
choice between different pricing options, the availability 
of a managed portfolio wholesale approach, and 
bandwidth restrictions that, if not negotiated properly, 
could expose customers to large penalties if demand 
deviates from expected levels.

Given these complexities, it is important for organiza-
tions that have not purchased electricity competitively in 
the Mexican market to be able to navigate these issues 
and make informed purchasing decisions. 

CFE Tariff Rates Rising

“Building a new energy 
procurement strategy not 
only makes sense, but may 
be essential to survival.”
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FINANCIAL RISKS RAISE THE STAKES FOR COMMERCIAL ENERGY BUYERS IN MEXICO 
Companies buying electricity from CFE experienced an increase of 50% in Price per kWh during 

the first 10 months of 2018, and there is no limit to spiraling cost.

MEANWHILE, COMPANIES PURCHASING ENERGY COMPETITIVELY HAVE SAVED 20% OR MORE 
Commercial and industrial entities that are producing their own power or engaging with competitive suppliers can 

benefit from reduced, stabilized energy costs which frees up capital for business growth and investment.

FACTORS FUELING INCREASED CFE COST PER kWh

CRITICAL IMPACT
Corporate growth and investment is at risk of being sidelined by CFE higher energy 
costs which will hinder the ability  for Mexican companies to compete domestically 
and internationally.

Outdated CFE distribution 
infrastructure burdens remaining 
users with heavy fixed costs and 
inefficiency due to decades of 
under-investment, theft, and 
continued use of oil, coal and 
LNG to augment generation.

As larger companies move 
to open market suppliers or 
become self-generating, 
there are fewer CFE 
customers to share the 
cost burdens – including 
subsidizing residential users.

Capacity rates increased 200% 
due to CFE’s procurement of 
additional generation to support 
peak usage and overall system 
reliability.

FACTORS REDUCING COST PER kWh

New energy generation units 
built by large energy users are 
more efficient due to usage of 
natural gas.

Independent producers have 
added about 26,000 MW of 
generation (Over 1/3 of electric 
power generation in Mexico).

A structured wholesale market 
allows power producers to sell 
electricity via auction for day 
ahead or same-day usage. Integration of low-cost solar 

and wind generation in new 
highly efficient plants enables 
companies to achieve progress 
on their sustainability goals.
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For decades, industrial and commercial electricity users 
in Mexico who did not self-generate had only one choice 
of suppliers: the state-owned monopoly, CFE. CFE 
remains one of the largest utilities in North America, with 
more than 36 million customers, peak demand of more 
than 39,000 MW and more than 76,000 employees.2 

During most of its history, CFE operated as a vertically 
integrated utility, providing comprehensive “soup to 
nuts” service to electricity users in Mexico. It owned or 
controlled the output of nearly every generating unit in 
Mexico, and delivered the electricity generated by those 
units to electricity users using its own high-voltage 
transmission lines and local distribution system. 
 
Electricity users paid for the electricity they used under a 
single bill. This bill covered the “all-in cost” for electricity, 
including kilowatt-hour charges, capacity charges, and 
the cost of owning and operating CFE’s transmission and 
distribution system. CFE functioned as a “one-stop shop,” 
generating the electricity used to serve its customers and 
delivering this electricity over its own wires.  

While CFE provides reliable service and employs a large 
number of workers, its rates have been extremely high, 
requiring huge subsidies from Secretaria de Haciena y 

Credito Publico (“Hacienda”). These rates have often 
been twice the level paid by industrial and commercial 
users in the US and Canada.  
 
Finally, as part of the reform efforts, the subsidies 
previously provided by SENER are being phased out—
further increasing CFE’s costs. 

For industrial users, CFE’s sky-high rates have been 
particularly painful. Industrial users compete in global 
markets, and for many manufacturers, costs for 
electricity and natural gas are often the single greatest 
input into the variable cost of manufacturing. 
 
Prior to energy market reform, high electricity costs 
put industrial users in Mexico at a huge competitive 
disadvantage compared to manufacturers in countries 
with lower electricity costs. This negated much of the 
benefit of Mexico’s favorable labor rates and slowed  
the growth of Mexican industry. 

Mexico’s energy reform creates an opportunity for 
electricity users to eliminate this disadvantage and 
put themselves on a more competitive footing with 
manufacturers with much lower electricity costs—
including the US and Canada.

Background on the Restructuring of Mexico’s 
Electricity Market
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THESE EXCEPTIONALLY HIGH RATES STEM FROM A SERIES OF FACTORS, 
MANY OF WHICH ARE STILL PREVALENT IN THE MARKET:

The amount of electricity lost during transmission averages 
more than 20%—one of the highest transmission line loss 
rates in the world. This high loss rate is the result of theft 
by customers who bypass CFE and an outdated, inefficient 
transmission service.

Transmission loss

A significant number of CFE’s generating units are old 
and inefficient, and until recently burned oil—the most 
expensive fuel used to generate electricity. While CFE has 
reduced its oil dependency significantly over the past four 
to five years, it still relies on oil-fired generation for more 
than 10% of the total electricity used to serve its customers. 
Its coal-fired units also tend to be inefficient and costly to 
operate. 

Further, while the number of gas-fired combined cycle 
units used to serve customers has increased significantly, 
the natural gas pipeline infrastructure is not yet adequate  
to serve these plants fully. As a result, during periods of 
high demand, CFE has been forced to import Liquefied 
Natural Gas (LNG), which can be nearly as expensive as oil. 
 
Due to these factors, CFE’s cost to generate electricity is 
often much higher than the cost of electricity from other 
sources of supply.

High generating costs

To keep CFE’s residential rates below draconian levels, CFE 
has been required to set rates imposed on large users high 
enough to subsidize other customers—a requirement that 
will persist for at least another two years.

Residential customer challenges

CFE’s workforce is among the largest of any utility in the 
world, with more than 76,000 employees, imposing huge 
costs on the system that other suppliers are able to avoid.2

High operational costs

2 Source for number of employees: Bloomberg (www.bloomberg.com/research/stocks/private/snapshot.asp?privcapId=5463939)
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Recognizing the burden high electricity rates put on 
the manufacturing sector in Mexico, a first step to 
reform Mexico’s electricity market was made in the 
early 1990s. Legislation enacted during this period 
encouraged independent power producers to enter the 
Mexican market. Some of these producers entered into 
long-term contracts with CFE; others were sponsored 
by large industrial users who generated electricity to 
meet their own needs. 

Since this initiative began, independent producers have 
added about 26,000 MW of new generation in Mexico. 
These generating units account for more than one third 
of total generation.3 
 
A number of the largest electricity users in Mexico, 
who built new generating units in order to be able to 
self-supply electricity, have benefited from the ability 
to sponsor their own units to generate most of their 
electricity using natural gas—a much less expensive 
fuel than oil or coal.  
 
However, only the largest electricity users in the country 
have been able to take advantage of this opportunity, 
since building large, efficiently sized natural-gas-fired 
generating units requires a several hundred-million-
dollar investment.

While the public has paid more attention to President 
Pena-Nieto’s efforts to restructure the oil and gas 
industry than to electricity market reform, restructuring 
the Mexican electricity market has been much less 
divisive and could ultimately have a greater impact on 
the economy. 

Electricity reform has moved quickly. The design of 
the restructured market, which builds on successful 
electricity market reforms in other countries, has 
won high praise and is considered a model for how 
restructuring should be done.  

In a remarkably short time, CFE’s monopoly on provid-
ing service to end-use customers has been eliminated.  
A new, structured wholesale market has been created, 
allowing power producers to sell electricity on a day- 
ahead and same-day basis, using an auction process 
administered by CENACE, a newly created independent 
entity similar to Regional Transmission Organizations 
(RTOs) and Independent System Operators (ISOs) in  
the US and Canada. 

Creation of this wholesale market has triggered 
construction of a large number of new, highly efficient 
combined-cycle units that burn natural gas, while 
integrating increasing amounts of low-cost solar and 
wind generation. 

Finally, every large industrial or commercial customer 
with more than 1 MW of demand (aggregated among 
sites) who meets certain qualification requirements has 
been given the right to procure electricity competitively 
for the first time. This has brought a flood of new 
competitive retail suppliers into the market who can  
offer electricity at prices well below CFE’s Tariff rate.

The efforts in the early 1990s set the stage for far more 
ambitious efforts to restructure the Mexican electricity 
market, part of the bold energy market reforms 
initiated by President Enrique Pena-Nieto immediately 
after he took office. 

Comprehensive Restructuring of the 
Mexican Electricity Market

Reform Legislation in 
the 1990s

3 Source: KMPG, page 8, https://assets.kpmg/content/dam/kpmg/mx/pdf/2016/09/Opportunities-in-the-Mexican-Electricity-Sector.pdf
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Electricity market reforms were enshrined in 
Amendments to the Mexican Constitution, ratified by 
the legislature by the required two-thirds vote after  
a long legislative debate, and by subsequent legislation 
and regulations.  

Energy reform has entered a new phase with the 
election of Mexican President Andres Manuel Lopez 
Obrador (AMLO), who had heavily promoted a 
nationalist agenda both on the campaign trail and  
in his past political life. 
 
Although his past record briefly threw the future of 
deregulation into doubt, the new president has already 
backed down from this position, and there is every 
reason to expect that electricity market reforms— 
generally supported by the public—will continue to 
provide new opportunities in Mexico’s energy sector. 

By election night, AMLO agreed to renew preexisting 
oil contracts and guaranteed foreign investor rights, a 
large conciliation compared to early fears of a potential 
re-nationalization of the energy sector. 

Although AMLO’s Movement for National Regeneration 
won strong control of Congress, he would still need 
to persuade lawmakers outside of his coalition to back 
any constitutional changes. If AMLO re-nationalizes 
the energy sector, it could scare any investors Mexico 
has attempted to court across all industries—dealing 
a negative blow to the economy that no incoming 
politician wishes to deliver.

Further, unlike oil market reform that has thus far 
delivered fewer notable successes, electricity market 
reform is very popular in Mexico. This further secures 
the future of electricity market reform efforts, as any 
attempt to roll back a domestically popular program 
risks backfiring politically. 

Economic considerations for maintaining the status quo 
are perhaps even more compelling. The rationale for the 
deregulation—encouraging a flood of new investment 
and technological know-how from private companies—
has perhaps only grown with time. Under deregulation, 
the advisory firm KPMG estimates that nearly $125 
billion in new investment from 2016-2030 would not 
materialize if AMLO were to re-nationalize the industry 
and scare off investors.4 

Lastly, the institution of reform may have reached a 
tipping point where it is no longer feasible to put the 
genie back in the bottle. Major structural changes have 
been implemented and new electricity generating 
capacity is being built, demonstrating the positive 
effects of liberalization and the reform’s ability to attract 
economic investment. On the demand side, a significant 
number of customers are starting to switch suppliers as 
the markets begin to develop more fully. With no one 
pushing to rollback electrical industry reforms (differen-
tiating it from oil and gas), it is extremely unlikely these 
changes will be undone.

Reforms Unlikely to Be 
Rolled Back

4 Source: KMPG, page 12, https://assets.kpmg/content/dam/kpmg/mx/pdf/2016/09/Opportunities-in-the-Mexican-Electricity-Sector.pdf
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In addition to being implemented quickly, the 
restructuring of the Mexican electricity market was 
accomplished with surprisingly few glitches considering 
the magnitude of the changes. 

While patterned after the market design used by the 
PJM Interconnection in the US, which administers the 
largest structured wholesale electricity market in the 
world, design of the Mexican market has been modified 
to include features which are particularly beneficial for 
electricity users in Mexico. Most notably, generators are 
required to submit bids into the wholesale market based 
upon marginal cost, rather than levels set unilaterally 
by each generator, which are often considerably higher. 
This helps to hold down the market-clearing price in 
the wholesale market, providing significant benefits to 
end users and suppliers who buy electricity from the 
wholesale market. 

Under the terms of the restructuring, CFE continues  
to own its legacy generating units and its transmission 
and local distribution wires. It also continues to be 
the exclusive service provider serving both residential 
customers and small businesses and factories with 
less than 1 MW of demand who are not yet eligible to 
procure electricity competitively.  

Further, CFE remains the default supplier for industrial 
and commercial users with more than 1 MW of aggre-
gated demand who have not yet elected to procure 
electricity competitively.  

Within this general framework, however, a number of 
fundamental changes have been made. Most notably: 

 > Large industrial and commercial electricity users 
with 1 MW or more of aggregated demand who 
register with CENACE have been given the right to 
procure electricity from competitive retail suppliers. 
To date, more than 26 retail suppliers have entered 
the market. 

 > To provide a source of supply for these retail 
suppliers and to encourage independent power 
producers to enter the market, a structured 
wholesale energy market has been created,  

in which CFE and other generators can compete  
to sell power in day-ahead and same-day auctions. 
Industrial users with 5 MW of demand or more 
who satisfy certain criteria are also allowed to buy 
and sell power directly from the market. 

 > To foster competition, CFE has been required to 
separate its generating assets into six independent 
business units, each of which competes with the 
other five as well as independent power producers 
to sell power into the wholesale market.  
 
Independent power producers who previously 
entered into long-term contracts with CFE have 
also been allowed to choose whether to continue 
to sell power to CFE under these contracts or to sell 
the power they produce into the wholesale market. 

 > To ensure independence, the wholesale market is 
administered by CENACE, an independent entity 
created at the time of the restructuring. 

 > While CFE continues to own its legacy transmission 
assets and its local distribution system, control 
over the use of the high-voltage transmission grid 
has also been transferred to CENACE. Under the 
applicable regulations, CFE is required to make use 
of its transmission grid available to competitive 
retail suppliers on a non-discriminatory, open-
access basis.  
 
This gives competitive retail suppliers the right to 
use the transmission grid on the same terms as 
CFE. Large industrial energy users who are allowed 
to purchase electricity directly from the wholesale 
market have been given the same rights. 

 > In addition, CFE is required to deliver power 
procured by competitive retail suppliers to the 
customers they serve, using CFE’s local distribution 
system to deliver power on a non-discriminatory 
basis at the same rate CFE charges its own 
customers. Thus, there is no delivery risk to end 
users choosing independent electricity suppliers, 
since CFE remains the sole ultimate distributer  
of the electricity. 

Key Features of Reform
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Further, CFE remains obligated to deliver power  
to every retail customer connected to the grid, even  
if a competitive retail supplier defaults. 
 
From a power supply delivery standpoint, therefore, 
electricity users who purchase power competitively 
are on the same footing as those who continue to 
purchase electricity from CFE, protecting them against 
the risk that their power supply might be interrupted  
if the competitive supplier fails to perform.

 
The right to procure electricity competitively has been 
rolled out in tranches. Initially, only electricity users with 
demand of 2 MW were allowed to access the competitive 
market, but the threshold was reduced to 1 MW (including 
aggregated sites) in 2017.

“Large industrial and 
commercial electricity 
users with 1 MW or more 
of aggregated demand 
who register with CENACE 
have been given the right 
to procure electricity from 
competitive retail suppliers.”
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While the benefits of procuring electricity competitively 
are compelling, it is essential to understand how the 
program in Mexico works and to develop a strategy that 
best meets your company’s objectives. 

The first step in the process is to determine whether the 
eligibility requirements for competitive procurement are 
met and, if so, to register as a Qualified Registered User.

To qualify, a large industrial or commercial user must 
have 1 MW of aggregate metered demand. In applying 
this standard, users with multiple sites (such as a hotel 
chain, for example) are allowed to aggregate each site 
with 25 KW or more of metered demand. To qualify for 
aggregation, however, the end user must demonstrate 
that each site is owned or controlled by the same 
company; separately owned companies are not allowed  
to aggregate load. If the 1 MW threshold is satisfied,  
the end user is then applied to be certified as a Qualified 
Registered User. This process typically takes about 
two months. 

Once this process occurs, the end user will need to 
develop its procurement strategy and begin preparing an 
RFP seeking competitive bids. Industrial and commercial 
users with less than 5 MW of aggregated demand have 
the right to choose among three options:
 

 > Continuing to purchase from CFE under its 
Basic Tariff; 

 > Purchasing electricity from one or more 
competitive suppliers, including from a new 
business unit within CFE created to sell electricity 
competitively; or 

 > Pursuing a Distributed Energy Resource solution, 
such as on-site generation or a battery. 

Customers who switch out of CFE’s Basic Tariff are not 
allowed to return to Basic Tariff service for three years. 
They are free, though, to switch to other competitive 
suppliers during this period. 

The potential to purchase electricity from CFE’s 
competitive arm should not be dismissed lightly. While 
it operates independently of CFE’s other business 
units, it competes aggressively to keep customers from 
switching to non-CFE suppliers. In many instances, it 
has been quick to offer discounts of 15% or more from 
current CFE Tariff rates, locking in significant savings for 
end users who choose this option.

As will be discussed below, however, customers who 
switch to other suppliers are often able to obtain even 
better terms that better align with their business needs.

Procuring Electricity 
from Competitive 
Suppliers
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Customers who have previously procured electricity competitively sometimes start with the assumption that  
the objective is merely to obtain the lowest per kilowatt hour rate. However, energy spend is dictated by far more  
than price alone. 

In addition to their evaluation of the suppliers and agreements available to them, energy consumers also need  
to consider the specific aspects of the agreement that best fits their needs. While the stated per kilowatt hour rate  
is an important metric, other issues are at least as important. These include:

Navigating Supply Agreements: 
Key Terms and Conditions to Know

 > Creditworthiness of the supplier: While a low-
price offer with a “teaser rate” may initially appear 
attractive, if the supplier has limited credit and 
lacks staying power, procuring from the low-
price supplier could be risky. As a result, many 
end users prefer to buy electricity from financially 
sound suppliers with strong credit and extensive 
market experience. In some instances, though, 
the deepest-pocketed suppliers may demand 
rates higher than is appropriate given other 
procurement options in the market. Navigating 
these options requires access to insight into the 
reliability of the supplier and in-depth market 
knowledge to assess supplier creditworthiness. 

 > Price risk management: Businesses also need 
to consider the extent to which their supply 
agreement allows them to hedge risk. Critical 
issues to be considered include: 

 – Exposure to price spikes, which can result  
in higher costs for the customer;

 – The allocation of risks between purchaser  
and supplier;

 – The choice between fixed rates and a variety  
of variable price options;

 – The potential use of indexed pricing as well  
as the possible use of different indices;

 – The choice of a natural gas supply hub (to the 
extent that electricity pricing is tied to the price  
of natural gas at a particular delivery point);

 – The possible use of heat rate contracts that  
adjust based upon prices for natural gas;

 – And the extent to which the supply agreement 
provides stability for budgeting purposes.

 > Length of contract: A long-term (e.g., potentially 
five-year) fixed-price commitment from the 
supplier, even one with price escalators, may also 
appear attractive. However, as more low-cost 
renewable energy generation comes onto the 
market, a price that appears attractive initially 
could prove to be far higher than market in years 
three, four, and five of the agreement, potentially 
putting the end user at a significant competitive 
disadvantage if they are locked into a fixed price. 
Instead, a one- to two-year contract allowing the 
end user to procure some or all of the electricity 
needed at a future date may be preferable. 

 > “Bandwidth” restrictions and exposure to 
penalties if consumption is higher or lower than 
expected: Bandwidth is an extremely important 
and oft-overlooked issue. Most supply contracts 
require customers to purchase specific amounts of 
electricity, with only a narrow tolerance range for 
volumetric deviations. If the contract quantity is 
too high or too low, the end user may be subject 
to stiff penalties (if they are unable to consume 
all the electricity they had purchased) or forced 
to buy power at much higher rates (if they need 
more). Negotiating favorable bandwidth provisions 
is critical, since the financial consequences of 
out-of-bandwidth consumption can be draconian 
and negate the benefits of a deal that otherwise 
appears attractive. An experienced consultant, 
familiar with terms negotiated by other end 
users, can be an invaluable source of advice in 
addressing this issue.
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 > Procurement of green energy certificates (CLEs): 
Mexico, which has extremely favorable conditions 
for renewable energy, has adopted an extremely 
aggressive approach to increasing deployment of 
renewable resources. Currently, large energy users 
are required to obtain 5.8% of their electricity 
from renewable energy. Over the next four years, 
this requirement will ramp up to 14%. In many 
instances, it is far less costly for energy users to 
meet this requirement by buying CLEs rather than 
installing renewable energy resources on-site. It 
will be important, therefore, for energy users to 
optimize costs for green energy certificates. 

“Negotiating favorable bandwidth provisions is critical, since the 
financial consequences of out-of-bandwidth consumption can 
be draconian and negate the benefits of a deal that otherwise 
appears attractive.”

In addressing these issues, trade-offs are inevitable. 
Competitive pricing, risk management, and planning are 
all certainly important. There is seldom a magic bullet, 
however, that will assuredly meet all three objectives. 
 
Finally, assistance will also be important in evaluating 
competitive bids. Given the early stage of competitive 
procurement in Mexico, there are not yet standardized 
terms for procurement. As a result, industry expertise 
and in-depth market knowledge will be essential in 
comparing bids from different suppliers.
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CASE STUDY:
Manufacturer’s Strategic 
Energy Procurement

As an example, let’s look at a manufacturing company 
with three sites in Mexico that consumes considerable 
quantities of electricity and natural gas.  

While the company was well aware of Mexico’s 
energy market reform and had begun receiving offers 
from third-party suppliers promising as much as 5% 
savings, it lacked the internal expertise and resources to 
determine the quality of these offers or to know if better 
contracts were available. The company did not know 
enough about the terms and products being offered 
in the contracts and wanted to make an informed 
decision that prevented missing out on opportunities or 
getting locked into an unfavorable agreement. Further 
complicating the matter were the company’s plans to 
install new equipment that would significantly alter 
its energy consumption trends for its facilities. If the 
company secured a supply contract based on current 
energy needs, how would the planned equipment 
upgrades affect their energy supply and operational 
costs under said agreement? 

The manufacturer enlisted Enel X to review their 
utility bills and tariff structures to better understand 

their primary cost drivers and the available market 
opportunities that would align with their financial and 
operational priorities. 
 
After the review was completed, Enel X put out a 
request for proposal from energy suppliers. The 
customer ultimately opted for a contract that offered 
a favorable rate for a fixed amount of energy that 
covered the bulk of their supply needs, and also 
allowed them the flexibility to buy and sell energy on 
the real-time market according to their needs. This 
agreement best aligned with the customer’s risk profile 
and priorities: maintaining normal facility operations 
and containing energy costs while integrating new 
equipment.  

Ultimately, the new contract generated $2 million in 
annual savings across the manufacturer’s three sites—
including $1 million at one of its facilities—accounting 
for around 20% of their total energy expenditures. By 
taking a more strategic approach, the manufacturer far 
exceeded the 5% savings promised in the initial supply 
offers they received. 
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At a time when prices under CFE’s Basic Tariff are escalating sharply, 
competitive procurement offers large electricity users a unique 
opportunity to cut costs, more effectively manage risks, and stabilize 
budgets. To reduce exposure to further price hikes, it is essential for 
electricity users to act quickly and bring to bear sufficient industry 
knowledge and market expertise to make sound decisions.  

To discuss your options in Mexico’s competitive energy market, talk 
to one of our experts: www.enelx.com/n-a/en/forms/contact-sales.
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