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IN THE UNITED STATES DISTRICT COURT FOR THE 
SOUTHERN DISTRICT OF TEXAS 

HOUSTON DIVISION 
 
Javier Alvarez del Castillo, et al., 
 

PLAINTIFFS 
 

vs. 
 
P.M.I. Holdings North America, Inc., et 
al., 
 

DEFENDANTS 
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§
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CIVIL ACTION NO. 4:14-cv-03435 

DECLARATION OF JULIÁN MORA SALAS 

1. My name is Lic. Julián Mora Salas. I am an attorney duly authorized to work 

in Mexico. I am familiar with Mexican law, and this Declaration is based on my personal 

knowledge of the Energy Reform, in keeping with my experience in the sector. 

I. SUMMARY 

2. Pursuant to Article 25 of the Constitution of the United Mexican States and 

the Petróleos Mexicanos Act, Petróleos Mexicanos (a government-owned productive 

company) and its Government-Owned Subsidiary Productive Companies (among them 

Pemex Exploración y Producción and Pemex Transformación Industrial), are under the 

total control and exclusive ownership of the Mexican government.  

3. The chairman of the Board of Directors of Petróleos Mexicanos is the 

Secretary of Energy of the Mexican government. 

4. The budget of Petróleos Mexicanos and of its Government-Owned 

Subsidiary Productive Companies is drafted by the Federal Executive Branch and 

authorized by the Congress of the Unión. 

5. The employees of government-owned productive companies are public 

servants subject to the regime of responsibilities set by the Mexican Congress. 
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6. As Government-Owned Productive Companies, both Petróleos Mexicanos 

(PEMEX) and its Government-Owned Subsidiary Productive Companies are subject to a 

special public-law legal regime set forth in the Constitution of the United Mexican States, 

the Petróleos Mexicanos Act, and the Regulation thereto. 

 

II. CONSTITUTIONAL REFORM 

7. On December 20, 2013, the decree was enacted reforming and adding 

several energy-related provisions to the Constitution of the United Mexican States. The 

changes were made to Articles 25, 27, and 28. 

8. This reform established new guiding principles in energy matters: 

a. The strengthening of Petróleos Mexicanos and of the Federal Electricity 

Commission, transforming them from decentralized public entities 

into government-owned productive companies; 

b. Private participation in the hydrocarbons and electricity sector through 

various types of contracts and permits; 

c. Restructuring of the energy sector and strengthening of the regulating 

bodies; and, 

d. Maintaining government ownership of hydrocarbons. 

 

 

 

 

 

Case 4:14-cv-03435   Document 174-1   Filed on 04/25/16 in TXSD   Page 3 of 26

CL-0067, Alvarez del Castillo v. PMI Holdings (Decl. of J. Mora Salas)



 3 
 

9. The above-referenced Energy Reform established the principles of a model 

for developing the hydrocarbons industry in Mexico. In order to define its institutional 

organization, a series of statutes and regulations was enacted, to be applied to the normative 

constitutional framework of the energy sector, promoting opening of the sector to private 

investment both for exploration and extraction activities and for the transformation of 

hydrocarbons and petrochemicals, transportation, and storage, which had been exclusive to 

Petróleos Mexicanos (PEMEX) as a decentralized public entity that now acts as a 

government-owned Productive Company in a market with competition. It should be 

pointed out that Petróleos Mexicanos and its companies remain subject to the total control 

and exclusive ownership of the Mexican government, as well as to a regime of oversight by 

public bodies. 

 

III. LEGAL REFORM 

10. On August 11, 2014, the decrees were published that were enacted by the 

Federal Executive Branch applied to the normative constitutional framework of the energy 

sector, which promoted private sector participation in activities that had been reserved to 

PEMEX. In this context, laws were enacted, reformed, or repealed that govern operations 

of the energy industry in Mexico and the participation of private enterprise and of the 

Regulating bodies in energy matters. These included the Petróleos Mexicanos Act; the Law 

on the Mexican Hydrocarbons Fund for Stabilization and Development; the Hydrocarbons 

Act (which repealed the Regulatory Law for Article 27 of the Constitution in the Realm of 

Hydrocarbons); the Hydrocarbons Revenues Act; the Law on the National Agency for 
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Industrial Safety and Environmental Protection in the Hydrocarbons Sector, and the Law on 

Coordinated Regulating Bodies in Energy Matters. 

 

11. The objective of the Petróleos Mexicanos Act is to regulate the organization, 

administration, functioning, operation, control, evaluation, and accountability of Petróleos 

Mexicanos, a government-owned Productive Company, which is exclusively owned by 

the Federal Government; its purpose is to engage in business, economic, industrial, and 

commercial activities; to carry out the exploration and extraction of oil and gas; and the 

refining, transformation, transportation, storage, distribution, sale, exportation, and 

importation of petroleum and hydrocarbons and the products obtained from their refining, 

processing, and/or byproducts, as well as the provision of services related to said activities; 

the marketing of products of it itself manufactures through marketing networks, as well as 

the provision of services related to their consumption or use in order to generate 

economic value and profitability for the Mexican government, and to work for 

improvement of productivity in order to maximize the government’s hydrocarbons 

revenues and thereby contribute to national development. 

 

IV. LEGAL NATURE OF PEMEX 

12. Article 2 of the Petróleos Mexicanos Act, which states: 

Petróleos Mexicanos is a government-owned productive company, 
exclusively owned by the Federal government, with its own legal 
personality and assets, and it shall enjoy technical, operating, and 
management autonomy as indicated in this Act.  

Petróleos Mexicanos shall have its domicile in Mexico City, Federal 
District, without prejudice to being able to establish contractual 
domiciles for carrying out its activities, both in Mexican territory and 
abroad. 
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13. In said regard, PEMEX was transformed from a decentralized entity into a 

Government-Owned Productive Company, while still belonging to the government, 

given that it is now owned by the Federal Government; in other words, it is not a private 

company. 

V. GOVERNMENT-OWNED SUBSIDIARY PRODUCTIVE COMPANIES 
OF PEMEX 
 

14. The Reform Energy indicates that PEMEX shall conduct its operations 

through a Corporate body and its Government-Owned Subsidiary Productive Companies, 

among which are Pemex Exploración y Producción and Pemex Transformación Industrial; 

the latter of which is a successor in interest to Pemex Refinación (PREF), Pemex Gas, 

Petroquímica Básica (PGPB), and Pemex Petroquímica (PPQ). 

15. Pemex Exploración y Producción (PEP) and Pemex Transformación 

Industrial (PTRI) are now Subsidiary Productive Companies of the Mexican government, 

which owns them in their totality. These companies were created through Creation Decrees 

published in the Federal Official Daily Gazette and the corresponding Declarations of Entry 

into Force. 

16. Specifically, PEP is a Government-Owned Subsidiary Productive Company 

of PEMEX created through the Creation Decree published on April 28, 2015; said decree 

entered into force on May 29, 2015. 

17. In said regard, it is important to note that Article One of the Creation Decree 

indicates: 

 
Article 1. The government-owned subsidiary productive company of 
Petróleos Mexicanos is hereby created, named Pemex Exploración y 
Producción, which shall have its own legal personality and assets, 
subject to the central control, strategic administration, and coordination  
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of Petróleos Mexicanos, as established in the Petróleos Mexicanos Act 
and the Regulation thereto. 

Pemex Exploración y Producción’s objective is to generate economic 
value and profitability for the Mexican government. 

 
 

18. Specifically, PTRI is a Government-Owned Subsidiary Productive Company 

of PEMEX created through the Creation Decree published on April 28, 2015, and said 

decree entered into force on November 1, 2015. 

19. In said regard, it is important to note that Article One of the Creation Decree 

indicates: 

Article 1. The government-owned subsidiary productive company of 
Petróleos Mexicanos is hereby created named Pemex Transformación 
Industrial, which shall have its own legal personality and assets, subject 
to the central control, strategic administration, and coordination of 
Petróleos Mexicanos, as established in the Petróleos Mexicanos Act and 
the Regulation thereto. 

Pemex Transformación Industrial’s objective is to generate economic 
value and profitability for the Mexican government. 

 

20. As such, even though the Energy Reform commenced in the year 2013, 

neither PEMEX, nor PEP, nor PTRI have ceased being owned by the Mexican government. 

21. The governance of these entities continues to come under the Mexican 

Federal Government, with the participation of board members from the Mexican 

government and participation by independent board members, established by the Petróleos 

Mexicanos Act itself and the respective Creation Decrees. 

22. As a government-owned Productive Company, both PEMEX and its 

Government-Owned Subsidiary Productive Companies, such as PEP and PTRI, are subject 

to the Constitution of the United Mexican States, the Petróleos Mexicanos Act, and the 

Regulation thereto. 
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23. The employees of PEMEX and of its Subsidiary Companies are public 

servants of the Mexican Federal Government. 

 

VI. BOARD OF DIRECTORS 

24. PEMEX is directed and administered by a Board of Directors, which is its 

highest administrative body, presided over by the Secretary of Energy of the Mexican 

government and by a CEO designated by the President of the Republic, who shall carry out 

the management, operation, functioning, and implementation of the objectives of PEMEX, 

subject to the strategies, policies, and guidelines approved by the Board of Directors. 

25. Within the framework of the Energy Reform and in accordance with the new 

Petróleos Mexicanos Act, the Board of Directors of Petróleos Mexicanos is comprised by 

10 board members: the Secretary of Energy of the Mexican Federal Government, who 

presides over it and has the tie-breaking vote, and the Secretary of the Treasury and Public 

Credit; 5 board members nominated by the President of the Republic and ratified by the 

Senate, and 3 board members from the Federal Government (they are currently designated: 

the Secretary of the Environment and Natural Resources, the Secretary of the Economy, 

and the Undersecretary of Hydrocarbons of the Department of Energy), who are also 

appointed by the head of the Executive Branch (Article 15 of the Petróleos Mexicanos Act). 

26. Pemex Exploración y Producción, a Government-Owned Subsidiary 

Productive Company, is directed and administered by a Board of Directors and an 

Administrative Committee (Article 7).1 Its Board of Directors is comprised by 7 board 

                                                            
1 Article 7 of the “Decree Creating the Government-Owned Subsidiary Productive Company of Petróleos 
Mexicanos named Pemex Exploración y Producción, issued by the Board of Directors of Petróleos 
Mexicanos, pursuant to Articles 6, 13(XXIX), 59, first paragraph, 60, 62(I), 70, and Interim Article Eight, 
Section A(I) and (III) of the Petróleos Mexicanos Act,” published in the Federal Official Daily Gazette on 
April 28, 2015. 
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members, one of whom is a representative of the Department of Energy, another 

representing the Department of the Treasury and Public Credit, and 5 representing Pemex, 

including its CEO, who will be the Chairman of the Board (Article 8).2 

27. Pemex Transformación Industrial, a Government-Owned Subsidiary 

Productive Company, is directed and administered by a Board of Directors and a CEO 

(Article 7)3. Its Board of Directors is comprised by 7 board members, one of whom is a 

representative of the Department of Energy, another representing the Department of the 

Treasury and Public Credit, and 5 representing Pemex, including its CEO, who will be the 

Chairman of the Board (Article 8).4 

 

VII. BUDGET OF PEMEX AND ITS CONTROL AND SUPERVISION 

28. The Petróleos Mexicanos Act establishes that the budget of PEMEX and of 

its Government-Owned Subsidiary Productive Companies is introduced by the Mexican 

government through the Department of The Treasury and Public Credit to the Congress of  

 

                                                                                                                                                                                     
 
2 Article [8] of the “Decree Creating the Government-Owned Subsidiary Productive Company of Petróleos 
Mexicanos named Pemex Exploración y Producción, issued by the Board of Directors of Petróleos 
Mexicanos, pursuant to Articles 6, 13(XXIX), 59, first paragraph, 60, 62(I), 70, and Interim Article Eight, 
Section A(I) and (III) of the Petróleos Mexicanos Act,” published in the Federal Official Daily Gazette on 
April 28, 2015. 
3 Article 7 of the “Decree Creating the Government-Owned Subsidiary Productive Company of Petróleos 
Mexicanos named Pemex Transformación Industrial, issued by the Board of Directors of Petróleos 
Mexicanos, pursuant to Articles 6, 13(XXIX), 59, first paragraph, 60, 62(I), 70, and Interim Article Eight, 
Section A(I) and (III) of the Petróleos Mexicanos Act,” published in the Federal Official Daily Gazette on 
April 28, 2015. 
 
4 Article 8 of the “Decree Creating the Government-Owned Subsidiary Productive Company of Petróleos 
Mexicanos named Pemex Transformación Industrial, issued by the Board of Directors of Petróleos 
Mexicanos, pursuant to Articles 6, 13(XXIX), 59, first paragraph, 60, 62(I), 70, and Interim Article Eight, 
Section A(I) and (III) of the Petróleos Mexicanos Act,” published in the Federal Official Daily Gazette on 
April 28, 2015. 
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the Unión for its authorization through the Budget of Expenditures of the Federation, which 

encompasses the public spending of the Mexican government. 

29. Public spending is supervised by the Congress of the Union through the 

Superior Auditing Body of the Federation, which are the auditing bodies of the Mexican 

government. 

30. Article 100 of the Petróleos Mexicanos Act establishes that Petróleos 

Mexicanos and its Government-Owned Subsidiary Productive Companies are subject to the 

financial balance sheet and to the ceiling on spending for personal services introduced by 

the Department of the Treasury and Public Credit to the Congress of the Union for 

approval. 

31. The Mexican government exercises the control and supervision of Pemex 

and its Government-Owned Subsidiary Productive Companies through: 

a. The Auditing Committee of Petróleos Mexicanos 

b. The Internal Auditing Body of Petróleos Mexicanos 

c. The Mexican Congress, through the Superior Auditing Body of the 

Federation 

d. The Unit on Responsibilities of the Department of the Public Functions 

of the Mexican government. 

32. The payroll of Pemex and its Subsidiary Productive Companies constitutes 

public resources approved by the Mexican government through the Congress, proposed by 

the Department of The Treasury and Public Credit. 

33. In the part corresponding to what has been declared with respect to the 

Budget of Expenditures of the Federation, the Congress annually approves Pemex’s 

consolidated budget as well as a ceiling on expenses for personal services. 
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34. The consolidated budget of Petróleos Mexicanos, which includes its 

Subsidiary Productive Companies, as indicated above in the Budget section, is introduced 

by the Executive Branch, through the Department of The Treasury and Public Credit, to the 

Mexican Congress for its authorization through the Budget of Expenditures of the 

Federation, which encompasses the public spending of the Mexican government. 

 

VIII.  CONTRACTING AND DISPUTE RESOLUTION 

35. Contracting by Pemex and its Subsidiary Productive Companies is subject to 

the approval, control, and supervision of various public bodies, established by the Mexican 

Congress.  

36. In case of requiring a budget to carry out projects of Pemex Transformación 

Industrial, Article 122 of the Law of Hydrocarbons establishes that the Federal Executive 

Branch, through the Department of Energy, shall be responsible for developing and 

overseeing an adequate energy supply in Mexican territory, for which, subject to a 

favorable opinion from the Department of the Treasury and Public Credit, it may instruct 

Petróleos Mexicanos and the other government-owned productive companies to engage in 

such projects as it deems necessary for the generation of social benefits and as mechanisms 

for the promotion of economic development, in accordance with the Pemex Act and the 

country’s public energy policy. 

37. The power to enter into contracts does not take away the Mexican 

government’s ownership of PEMEX or of its Government-Owned Subsidiary Productive 

Companies. 
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38. Dispute resolution in contracts signed by PEMEX or by any of its 

Government-Owned Subsidiary Productive Companies, such as PEP and PTRI, shall be 

subject to Article 115 of the Petróleos Mexicanos Act, which states verbatim as follows: 

Article 115. National controversies to which Petróleos Mexicanos and its 
subsidiary productive companies are a party, regardless of their nature, 
shall come under the jurisdiction of the courts of the Federation, and 
they are exempt from granting any securities that legal provisions may 
require of the parties, even in cases of judicial disputes. 

Without prejudice to the foregoing, Petróleos Mexicanos and its 
subsidiary productive companies may stipulate to alternative means of 
dispute resolution, or arbitration clauses or commitments, under 
applicable commercial law and international treaties to which Mexico is 
a party. 

[…] 

 

39. Therefore, PEMEX and its Government-Owned Subsidiary Productive 

Companies may resolve their disputes before the federal courts of the Mexican government, 

and through the use of alternative means of dispute resolution, such as arbitration, with the 

understanding that if the contract entered into has effects in Mexico, the contract shall be 

governed by Mexican law. 

 

IX. CONCLUSION 

40. Pursuant to Article 25 of the Constitution of the United Mexican States and 

the Petróleos Mexicanos Act, Petróleos Mexicanos (a government-owned productive 

company) and its Government-Owned Subsidiary Productive Companies (among them 

Pemex Exploración y Producción and Pemex Transformación Industrial), come under the 

total control and exclusive ownership of the Mexican government.  
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41. Article 4 of the Petróleos Mexicanos Act establishes that the purpose of 

PEMEX and its Government-Owned Subsidiary Productive Companies is to engage in 

business, economic, industrial, and commercial activities in keeping with its objective, 

thereby generating economic value and profitability for the Mexican government as its 

owner, as well as to act transparently, honestly, and efficiently, with a sense of equity and 

social and environmental responsibility, and to work to improve productivity in order to 

maximize the government’s hydrocarbons revenues and thus contribute to national 

development. 

 I declare under penalty of perjury under the laws of the United States of America 

that the foregoing is true and correct.  

Executed on the 25th of April of 2016. 

 

 __/signed/________________________________ 
 Lic. Julián Mora Salas   
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