
OPPORTUNITIES IN MEXICO: 
POWER EQUIPMENT 

PRIVATE POWER GENERATION 

UNION • MANAGEMENT OF 

CENTRAI. POWER AND' LIGHT 

M exican trade:unions .  have always played an 
; importent rolein thenianageMent'ofineiratales, 

state:.ownecl cninpanieS;• In some caSes'they hold 
up  to  half of :the ' scats ; on • the board of. directors. 
Privatilatien Is threatening Ihis traditional 
function, and the Écivernment has experimente (1 
Witlialternative approachcs.:.:•.• • 	. 	• 

„. In Februaty,1994; the Éovernment ,  reached  an 
agreeinent. With . the»Siticlicato Mexicano• de 

(SME);•.Meirican - Electrical;Workers 
Union • to legallY.tranafer. management of the 
Çompirritaide Luz y Fuerza delCentro (LyF), Central . 	. 	. 

U.Light and Power Company the union The . - • • . • . . . • • ... • 
government . .ireorgatiiied LyF and . .,its•three 
subSidiaries",....créatinde:rieW coinpany celled .Lriz y 
Fuerzei 'del  Centra (LyF),. Central Light and .PoWer. 
The subsidiaries.are .  the Coniparifa de Luiy Frierza 
de Pachrica, Lighf and Power.Conapany,of.Pachuca, 
.theCompatilade•Ltrz.; Firer:7.4  de  Toluéd,'Light . and 
newer Company of Toluefand:Coinpaeci Mezicana 
Meridiiiiial de FnerZa, POW'er.Company.of.Southein 

rieW .çompany remains a 
gnvernmerit-ow-ned Érciperty;.bilf all 'decisions •will 

; . be made by unioriLappointed eirecutivés. ;•• • 

L. As part of the cleat.the administration of  :former 
. president Caries' Salinas agreed.to assume the 

US billion debt  of the •fermeri:comPany, Which 
. has  operated. at .i .deficit..for'..the past 20 .y'ears. 
:IndLiitry experts point out that the•:oPeration . will 
not earn .a -preffit beainse thc . ceinpany generates 
only 

 . . . 
abeut 4 Percent of the eleetricity.it sellS. The 

	

. 	. 
•remaining . power  is hetight frcini • the 

i..Federaide ElectriCidad (CFE),.. Federal:Electricity . 	. 
Cornmission;ht higher7thah-niarket rates.' 

• . 
In the future, however,•LyE will operate itS own 
genetation•plants,.bet this will reqiiii-e large invest-

..nientS to compensate for the leek of maintenance in ; 
:pest years -, and to =Pain: film infrestrUCtute 

	

. 	. 	. 	..:...: 	: 	...• 	, „ 	• 	. 	• 	• 	: 	.• 	• 
The company, Whieli -  StipPlici -electricitY:to 
'111eXico  City and 'enmmunitieS in•the.'sfetes  of 

 Hidaigo  México,:,Morelni and Puebla, se iVe s 
more  than fnerinillion of , Niexico's: 20 •million 
•electricity co<  nsuniers: This excludes <an estimated 
•.1:4. million : uiere who 'obtain electricity through' 
illegal connections. 

The Ley de Energfa Eléctrica, Electric Energy Law, provides for four types of 
private electricity generation. 

C Self-generation is defined as generation for self-use where energy is provided 
by plants dedicated to the needs of the owners or co-owners. With 
government approval, shares can be sold so that the. plant can be expanded to 
accommodate any new partners. 

ri Co-generation is the production of electricity from steam or any other 
secondary form of thermal energy that is a by-product of a production process. 
This is defined to include the combustion of materials derived from the 
production process. Co-generated electricity must be for consumption by 
establishments associated with the co-generator. 

C Independent power plants are those with a capacity of 30 megawatts or more, 
to be sold exclusively to the Comisidn Federal de Electricidad (CFE), Federal 
Electricity Commission, or to export customers. Applicants for independent 
power generation licences must be domiciled in Mexico. 

CI Small production is defined as production from plants with a capacity less 
than 30 megawatts, mainly in isolated areas which receive no electricity 
from the CFE. Permits are granted provided that the plant does not conflict 
with the CFE's plans for the region involved. Permits for small production 
in rural areas are usually granted to consumer cooperatives or other 

• community organizations. 

CI In each case, an annual report on operations must be submitted to the 
Secretarfa de Enetgfa (SE), Secretariat of Energy. The SE may also issue 
licences for the distribution of electricity purchased abroad. 

Under the law, private pciiver plants can sell their surplus electricity only to the 
CFE, and they may be required to do so in an emergency. The CFE has 
developed methods of interconnecting private generation plants within the 
national power grid. So far, 14 independent power stations have been 
interconnected and could potentially supply 161 megawatts to the public 
system. The CFE is working to interconnect existing power plants owned by 
Petréleos Mexicanos (PEMEX), the national oil company, as well as the new 
private systems allowed under the 1993 Electric Energy Law. 


