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Mexican Energy Reform: Opportunities and Challenges for US Developers 

SPEAKER TRANSCRIPTION 

Lacey Watson Welcome to this episode of the Renewable Power Podcast.  I’m 
your host, Lacey Watson and I’m joined today by the Executive 
Director of the Gulf Coast Power Association, Mr. Tom Foreman.  
Tom was raised and educated in Houston, Texas.  He graduated 
from the University of Texas at Austin, receiving an electrical 
engineering degree with highest honors and a master of science 
in engineering.  His entire career has been related to electric 
utilities, starting with Gulf States Utilities in Beaumont.  Next, Tom 
moved to Austin to be a consultant to rural electric cooperatives 
and municipalities.  He joined LCRA in 1989 and held various 
positions that included generation resource planning, wind power 
development, demand management, rates, billing, settlement and 
customer service.  Tom’s last position was managing LCRA’s 
NERC compliance and cybersecurity office before retiring from 
LCRA on December 1, 2012.  Tom, thank you so much for being 
with us today. 

Tom Foreman Pleasure to be here.  Thank you.   

Lacey Watson So we’re talking today about Mexico and electric reform that has 
been going on there.  It seems like this reform is moving very 
swiftly.  So we want to start by having you tell us a little bit about 
the changes that have come down and just kind of set the stage 
for the current climate for what’s happening in Mexico. 

Tom Foreman You bet.  Well, the changes have been dramatic and swift and it 
began with modifications to the Mexican constitution of all things.  
And you can imagine in this country what it would take to amend 
the constitution.  But when their new government came into play, 
they began to look around and look at their declining oil reserves, 
oil production, which is a major portion of their overall income to 
their government.  And they were losing business, as I understand 
it, to China and they’re in a worldwide competition just like 
everybody else. 

Lacey Watson Right. 

Tom Foreman And they began to look at their industrial rates and realized how 
high they were on the electric side.  So they realized something 
has to change.  And their constitution was written after the 
revolution in the early 1900s and it prohibited foreign ownership of 



© 2016 Husch Blackwell LLP. All Rights Reserved. Page 2 of 7 SLC-7852864-1 

SPEAKER TRANSCRIPTION 

any of their domestic resources.  That was part of the reason for 
the revolution.  And so for them to come into play and now say we 
have to change that to join the world, we need foreign – not only 
potentially foreign ownership of some of our capabilities to help us 
extract the resources, but we need outside people who have 
‘been there, done that’ elsewhere in the world to come in in the 
electric market and the oil and gas market.  So they reformed their 
constitution very quickly, in a matter of months, which was 
dramatic.  That’s when the calls began coming in to me.  Then 
began passing laws within a year or so of the constitutional 
reforms.  And now they’re in the process of writing the regulatory 
rules of the road, so to speak, that will help them implement on 
the electric side all the reforms that are going on there.  And all of 
this has taken place within about a three year span, two or three 
year span.  I mean, it’s just unbelievable how fast they’re going. 

Lacey Watson Wow.  And it seems like this is setting the stage for a lot of 
American companies to get involved in Mexico.  We’re seeing 
companies like Pattern Energy, Walmart, domestic corporations 
getting involved down in Mexico.  We’re also seeing involvement 
from foreign corporations like Emesa wind.  Tell us a little bit 
about why this climate is attractive for investment and how that’s 
going to play out. 

Tom Foreman You bet.  Well, you know, for the first time in real earnestness, 
foreign companies can go and invest and build capital projects 
and invest capital projects in Mexico, primarily generation.  
There’s still a little bit of restrictions, primarily because the 
residential market is not going to be open.  It’s the industrial and 
large commercial and aggregation of large commercial.  But 
what’s happened is a number of American companies have 
realized they can sell electricity into that market, because there’s 
a growing need.  They have aging plants down there at CFE, 
which is the Mexican electric company.  So there’s some 
opportunities to do that.  The renewable rules have been written 
and expanded dramatically to allow companies to come in, not 
only build the plants, but sell them directly to industrial customers 
and from what my understanding is, essentially use the 
transmission network with free banking.  In other words, it’s not a 
real time match up of the energy production coming out of say a 
wind plant or a solar plant to the industrial.  They can ship it there 
that day, but it doesn’t have to be in that instant.  So that’s worth a 
lot of money when you can time shift some of our production.  So 
that’s really opened up a lot of eyes of the American companies.  I 
say American companies, some of them foreign, but they’re still 
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located here in the United States. 

Lacey Watson Right. 

Tom Foreman And I get contacted a lot about companies who want to know, 
what’s going on down there?  How do I get involved with that?  
What’s happening?  You know, who do I contact?  And so I’ve 
seen a lot of – Pattern Energy.  One of their folks is on our board 
of directors at Gulf Coast Power.  And they were one of the first 
ones to ink a contract down there.  I think it was a 200 megawatt 
wind plant selling to Cemex if I remember right. 

Lacey Watson That’s correct.  Yeah. 

Tom Foreman And so they were one of the first ones that I’m aware of that took 
advantage of this.  But I hear that there will be lots of others.  So I 
think there’s a great opportunity for a lot of companies to go down 
there. 

Lacey Watson Wonderful.  And, you know, Gulf Coast Power Association 
focuses obviously on the Gulf states and the markets that border 
Mexico.  How do you think that will play into this new market in 
Mexico?  Is there an advantage for people that are, say, in 
ERCOT, because of not only the proximity, but the deregulated 
market?  Tell us a little bit about your thoughts on that. 

Tom Foreman Well, I think – in my opinion, I think that the companies that are 
involved here in the ERCOT market – and not just in Texas, but in 
the ERCOT market because of its deregulated nature – may have 
a leg up because a lot of them not only have ERCOT based 
experience, but they’re national in scope and so are in electric 
markets throughout the U.S. that have some sort of opportunities 
to sell on a competitive basis.  Whether it’s generation or to the 
retail market.  And I think that’s going to, quite frankly, give them a 
leg up in helping them in Mexico.  I know Mexico has just come 
out with their first manual.  I think they call it their ‘manual for 
deregulation’ and there’s going to be multiple volumes of this 
coming out.  So like it was here in ERCOT, there’s going to have 
to be a lot of tweaking of the rules.  But I think that folks that have 
come from a basis of ‘been there, done that’ will have a leg up in 
helping to provide constructive critique to the Mexican 
government.  And sort of as a side note, I have found the folks 
that are in charge in Mexico to be extremely bright, extremely 
creative and extremely interested in getting outside views, outside 
opinions and outside participation.  So I think they’ll find a 
welcoming, if you will, for opinions and help, if you will, to make 
the reforms work. 
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Lacey Watson That’s great.  Yeah, and it seems like this trading of electrons 
across state lines into Mexico or vice versa is going to create 
some issues on the American side as well.  You know, right now, 
ERCOT is obviously not regulated by FERC.  That could change 
based on this transmission across state lines, if you will.  What 
are your thoughts on that and how will that play out?  You know, 
ERCOT has traditionally been so isolated.  It seems like that 
might create a challenge. 

Tom Foreman Well, it’s going to be interesting because I’ve heard a number of 
conversations about people who are uncertain – and this is where 
the natural gas comes into play, where the oil and gas side come 
into play, along with the electric – do you ship gas from Texas into 
Mexico and then create the electrons or do you use the natural 
gas in Texas to create the electrons and then ship the electrons.  I 
mean, you can do it either way.  And I’ve heard mixed opinions 
from both sides.  Either way, I think there’s an opportunity, 
whether people are building plants – electric plants – generating 
facilities here or there, and whether they’re getting their gas from 
here or there.  I just think that’s one of the issues that the Mexican 
government was interested in getting was that development 
somehow.  Of course, if it goes cross-border, then you run into 
treaty issues and NAFTA trade issues and a lot of stuff for which I 
have no idea of what they even mean.  But there’s going to be 
some other issues. 

Lacey Watson Right. 

Tom Foreman So it will be interesting to see how that plays out.  And I don’t 
know which one, from a trade or a treaty issue is easier:  shipping 
electrons and dealing with the electric markets on both sides or 
shipping natural gas.  So we’ll find out soon. 

Lacey Watson Interesting.  Yeah.  And I mean, at a higher level, looking at this 
reform in Mexico, it seems like a very dramatic shift.  I read 
somewhere that 4% of the electricity in Mexico in 2012 was from 
renewables and their new goal is 35% by 2024.  This is all very 
exciting and extremely positive, but it will create challenges in 
terms of the grid itself in Mexico.  We saw some of that in Texas 
with the CREZ build out and the ‘if you build it, they will come’ 
scenario.  Do you anticipate any congestion challenges?  Has that 
been vetted or discussed in any of your GCPA conferences? 

Tom Foreman Yes, I know they have talked about the transmission needs.  And 
the presentations I’ve seen so far have focused on their current 
grid and where they need to get – boost their infrastructure, if you 
will, to ship power around within their own network.  And that was 
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without even thinking about where the renewables were going to 
come from.  Right now, the way, as I understand it, they’ve 
structured their market where CFE, the incumbent utility, will still 
maintain ownership of the transmission network and the 
distribution network.  So I think opportunities are limited for 
outside investment in this case to come in and build transmission.  
So we’ll have to see how that plays out.  I think they’ll probably 
end up loosening that up over time and my understanding is they 
may have already started some specifics where you can build 
from a plant to the user or something along that line.  But that may 
not be practical.  I don’t know how – what the distances would be 
there. 

Lacey Watson Right. 

Tom Foreman And so I think that’s one of the things that they’re going to have to 
grow into.  I mean, if you think about what ERCOT went through, 
the market evolved.  The market opened.  And then there became 
this realization that look, all this wind power is being built, but 
there’s no transmission.  So it took years after the market opened 
for that to be implemented and resolved, or even proposed before 
it was resolved.  So I think we may see the same things there.  I 
think there will be a natural tendency for the incumbent to own the 
wires down there.  But I think over time they may realize they may 
need additional investment or help to get – the amount of 
renewables they’re talking about, that’s a huge expansion.  And 
so that’s probably going to take some additional changes. 

Lacey Watson 

 

Right.  And discussing those additional changes and all of the 
challenges presented by this new growth, it seems like GCPA has 
taken a really strong stance and a lead in trying to wade through 
all these issues and present your members with the really great 
benefit of understanding what’s happening.  I know that your 
Spring 2015 conference was based around Mexican reform 
issues.  You had a workshop, pre-conference workshop.  Share 
with us a little bit about the findings or the thoughts that came out 
of that conference for those that were not able to attend.  And 
then as a follow on to that, you know, what is GCPA going to be 
continuing to do for its members with regards to Mexico to keep 
everybody apprised of what’s happening? 

Tom Foreman You bet.  Well, out of the result of the spring conference in 2015 
you mentioned, we had a workshop and we had the Mexican 
officials come up and address the group and interact with them.  
And that’s one of the things they loved the most was the 
interaction.  Not only getting questions from the audience, but 
them asking questions back during the breaks and all that stuff.  A 
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lot of good contacts were made.  But what I have seen come out 
of that is a groundswell from our membership of interest in 
Mexico.  And when I say interest in Mexico, it’s like when are you 
– when are you, GCPA, going down there?  You do know the Gulf 
Coast goes down to Mexico, don’t you?  And so with a little 
chuckle it’s like yes, I get that.  And so we have been working with 
a number of our members who contact me and express interest in 
the Mexican market, because they either have clients or partners 
or some sort of business relationship that is either just started or 
they’re growing down in Mexico.  And so I have been working with 
them and our board has just passed our budget for 2016, which 
will include a conference, a one day conference, in Mexico City.  
Yesterday, as a matter of fact, I sent out the email to the folks that 
have been contacting me, the members, and they will be my 
planning team to help put on the content, as long as they bring 
either their Mexican client or partner or whatever they may be 
dealing with down there to the table and so we’ll probably have 
our first planning meeting for an event to be held in May, probably 
in late January in Mexico City.  

So I think the bottom line here is there is a great interest and so 
we are a reflection of what our members want to hear about and 
where they want us to go.  And so there’s been significant interest 
in hearing about this. 

A side note, too, we’re also working closely with the Western 
Power Traders Forum, which is sort of a California-centric group 
similar to what we do here in the Gulf Coast.  A lot of corporate 
members are also corporate members there.  They also have a 
strong pull towards working with Mexico from their membership.  
And so we’ve been working with them so they will work in 
conjunction with us for this first conference.  And in addition, 
they’re providing translated from Spanish to English copies of 
these manuals and reform regulatory rules that we can go in bulk, 
if you will, and provide to our members and their members at a 
great discount.  So we’re working closely with them to help 
businesses in the United States to deal with the opportunities that 
may exist in Mexico. 

Lacey Watson Wonderful.  That’s great.  And I mean, I’m sure our listeners might 
be very interested in getting more information from you, so we’ll 
provide your contact information on our website for those listening 
that are interested in learning more about Mexican development 
and investment.  

Thank you so much for being with us today. 
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Tom Foreman All right.  Thank you.  Enjoyed it. 

Lacey Watson Melissa and I come to you each week from Austin, Texas to 
highlight a wide range of topics dedicated to the advancement of 
the renewable industry.  We’ll feature interviews, conference 
reports and discussions on the topics and current events effecting 
renewable power.  Subscribe to the show through ITunes or 
stream each episode at our website 
renewablepowerpodcast.com, where you’ll also find information 
on this episode, including show notes, speaker bios and links to 
reports and articles that we mentioned. 

 


