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gas
PlayErs Bullish ON us gas iNtO MExiCO dEsPitE uNCErtaiNty

Despite poll numbers favouring a leftist presidential 
candidate in Mexico, delayed projects, a small likelihood 
of a second Sistrangas open season, and a slower-than-
expected final phase of Pemex’s contract release program, 
midstream market participants are still bullish on the future 
of US natural gas flows to Mexico. 

Howard Energy Mexico president Brandon Seale announced 
the Nueva Era pipeline linking the Impulsora pipeline in 
Webb County, Texas to the Monterrey industrial area is 
complete and expected to start operations in June. 

The announcement was part of a presentation he made 
at the 4th Mexico Gas Summit in San Antonio, Texas on 
8 June and came shortly after Howard Energy Partners’ 

Impulsora pipeline reported to US Federal Energy 
Regulatory Commission (FERC) the start of natural gas 
injections on 30 May. 

David Madero, director general of Mexico’s transmission 
system operator (TSO) CENAGAS, announced at the same 
conference it had tendered on 5 June for the long-awaited 
overhaul of the Cempoala compression station. 

The project is expected to require Mexican pesos 
(Ps) 750m ($36m) of investment to install two turbo 
compressors, a regulation system and a modernised 
control system. An updated station would be able to 
pump more gas to southeast Mexico and provide greater 
flexibility in moving the commodity to different parts of 
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Pipeline state status

Nueva Era Texas and Nuevo Leon (Mexico)
Impulsora pipeline upstream of  Nueva Era started injecting 
Natural gas end of  May; operations at Nueva Era expected 

June 2018

Arguelles header Texas Expansion project may be completed as early as July

Gulf  Coast Express Texas
Construction started May 2018; expected operational 

October 2019

Double E New Mexico and Texas Open season offering 1bcf/day capacity; closed 2 March

Mier-Monterrey Texas and Nuevo Leon (Mexico)
Proposed expansion being evaluated; related open season 

postponed

Sierrita Arizona Expansion expected complete April 2020

Coral Texas
Dec 2017: FERC approval sought for interconnect expan-
sion adding 150mcf/day for total of  450mcf/day capacity

TETCO and Pomelo Connector Texas
Feb 2018: FERC approval granted to open more capacity 

feeding into Valley Crossing

MExiCO sidE
Pipeline state status
Cempoala compression  
station overhaul

Veracruz Tender issued 5 June

Patzcuaro compression station Michoacan
CENAGAS completing technical and feasibility studies 
needed for possible tender; if  moves forward, could be 

operational by 2020

Ojinaga – El Encino pipeline Chihuahua Operational

El Encino – La Laguna pipe-
line

Chihuahua and Durango
Operational but flows paused because of  issues further 
upstream; Fermaca planning to connect to Sistrangas by 

Oct-Dec 2018

Samalayuca – Sasabe pipeline Chihuahua and Sonora Expected operational around Nov 2018

Sonora pipeline system 
(Sasabe to Mazatlan)

Sonora and Sinaloa
Additional compression station needed to reach full fun-
cionality; details & timeline unclear on possible station at 

Caborca, Sonora

El Encino – Mazatlan pipeline Sinaloa Commissioning scheduled for July 2018

Villa de Reyes-Aguascaliente – 
Guadalajara pipeline

San Luis Potosi, Aguascalientes
and Jalisco

Expected operational Dec 2018 or Jan 2019

Source: ICIS, CENAGAS, CRE, CFE, Kinder Morgan, HEP
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the Sistrangas pipeline system in line with demand.  

CONtraCt rENEwals
The announcements seemed to be a welcome change 
amid the frustration some market participants have 
expressed regarding Sistrangas contract renewals and 
Pemex’s contract release program, which have also 
progressed, albeit more slowly than some expected. 

The 2018 contract renewal process, which allows 
companies in possession of capacity in the Sistrangas grid 
obtained in a 2017 open season to sign for another year or 
longer, is scheduled to close on 22 June. 

Market sources said there are several contracts for longer 
than one year expected to be signed by the 22 June 
deadline. The only term available in the 2017 open season 
was one year.

A spokesperson for energy regulator CRE said in a 
statement that if any Sistrangas capacity remains after the 
contracts are signed, it will be offered in an open season 
at the end of 2018, not during the summer as previously 
expected. 

Market participants said they believe little to no capacity 
will be left after contracts are signed, as current capacity 
holders are expected to renew for their respective 
maximums, leaving little room for new entrants. 

The renewal process was likely delayed in part after 
CENAGAS proposed to CRE new tariff zones to address 
market participant concerns. A CRE spokesperson said the 
tariff zones are still being reviewed and are expected to be 
approved in June, in time for the start of new contracts on 
1 July.

PEMEx CONtraCt rElEasE PrOgraM
The terms for the final stage of the contract release 

2018 ExPECtEd PriCiNg sigNals
signal Current target date
CRE average regional gas prices Started publishing in Q1

Implementation of  new CENAGAS 
tariff  zones

Expected to be approved by 
CRE in June to enter into force 

1 July

CENAGAS contract renewal
June 2018: contracts being 

finalised

2nd Sistrangas open season Late 2018 if  needed

Start of  the 2nd year of  Mexico 
gas market operation

July

Source: ICIS, CENAGAS, CRE

program (PCC) for Mexico’s former state oil monopoly 
Pemex are still being reviewed, though at least one energy 
official said they could be finalised and published in the 
country’s official gazette soon.  

The final stage, which includes two phases that were 
consolidated, had been expected to launch earlier in 
2018. However, there were delays in the process of 
public consultation and review of the draft policy through 
national regulatory reform agency COFEMER, where 
draft regulations are typically posted for public review and 
comment for a minimum of 20 days. 

One market participant said the effort CRE seemed to 
be putting into the process appeared to be significantly 
reduced, with less information available even on a Pemex 
price offer mandated by the regulation. 

A CRE spokesperson said Pemex submitted comments 
on the draft of the terms, as it is entitled to do as part of 
the COFEMER process, and the CRE was still addressing 
these with no timeline yet available for resolution of the 
issues Pemex raised.

MOviNg fOrward
Despite delays on numerous natural gas projects around 
the country and uncertainty in the lead-up to 1 July 
presidential, congressional and gubernatorial elections in 
Mexico, market participants polled remain optimistic about 
the viability of their midstream work in the second largest 
economy in Latin America.

The latest available figures from Banxico, Mexico’s 
central bank, show the nearly $2.2bn value of all natural 
gas purchased by Mexico is 33% higher year on year for 
January to April 2018. 

The value is a rough indicator affected by the price of 
natural gas, but it is likely to increase as gas demand in the 
country is expected to continue rising regardless of which 
candidate wins the presidential or other elections. 

Mexican government officials commented at the 4th Mexico 
Gas Summit that they would work with the transition team 
of whichever candidate wins the presidential election to 
ensure a smooth handover. 

David Madero said he was unconcerned about the 
transition period after the elections, as “there is nothing 
controversial about what [they] have been doing at 
CENAGAS.”
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MExiCo EnErgy rEport (MEr)
the leading English language 
information source for Mexico’s 
emerging energy market.

The weekly MER publication provides news, 
commentary, analysis, data and prices for the 
Mexican power and gas markets, enabling you to 
make better business decisions.

Click here to find out more about the Mexico Energy report

Pictured left to right: ICIS Mexico Energy experts Claudia Espinosa, James Fowler, Diana Carranza and Bonnie Damstra

Senior energy analyst James Fowler giving a presentation on the Mexican gas market and the deregulation process.
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