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MEXICO

COMPLIANCE RATINGS

Fiscal transparency 2006 2005 2004 2003
Clarity ofroles [ XXX} [ XXX} [ XXX} [ XXX}
Availability of information eooe ecoe ecee esoe
Budget preparation soee coe ooo coo
Accountabﬂity XXX XXX XXX XXX
Score 4.00 3.75 3.75 3.75

OUTLOOK & COMMENTARY

The approval of a new Federal Law on Budget and Fiscal Responsibility in March 2006 has
contributed to enhancing fiscal transparency by clarifying the roles of government agencies
during the budget process and reducing the discretionary spending powers of the
administration during budget execution.

The new Federal Law promotes the efficient and transparent use of public resources by
fostering public oversight of government expenditures and enforcing disclosure of
information on financial management, public services and public procurement processes. It
describes in detail the information that the executive needs to provide to Congress and the
data that need to be publicly released prior to sending the budget to Congress. In addition, it
requires that annual budgets be presented in the context of a rolling five-year quantitative
framework.
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EXECUTIVE SUMMARY

4.00 Compliance in progress

Mexico’s efforts to enhance fiscal transparency amgrove the public availability of high-quality tgetary
statistics have culminated in the approval offkeéderal Law on Budget and Fiscal Responsihilithich was passed
in March 2006 after five years of intensive congiesal work.

In order to facilitate the achievement of a sthiatanced budget fiscal policy, the new Federal issmtended to
ensure that public resources are used in an effieied transparent manner through the enhancedcmugrsight of
government expenditures. Not only does the nevslatipn provide for stronger parliamentary invoharhin the
budgetary process, but it also aims to increasdiuiarticipation by enforcing disclosure of infoation on
financial management, public services and publicprement processes. Its specific provisions ort wii@armation
should be made public and how it should be disdds®ve increased the role of the Federal InstifortePublic
Information Access (IFAI), which was established tne Federal Law on Transparency and Access to Public
Information (LFTAI) of 2002. As opposed to the previous preetunder which the Ministry of Finance and Public
Credit (SHCP) would release information at the ehthe year, the new Federal Law sets specific $sfion dates
for presenting reports to Congress during the ffigear.

Discrepancies between projected and actual reveangsexpenditures are expected to be reduced folpthe
introduction of a strong framework for handling amyspent monies and revenues in excess of prapsctibhis
framework, which aims to reduce the broad discretip spending powers previously enjoyed by the atkez,

introduces specific guidelines on the use of exodssevenues. According to the new Federal Lawarge part of
these excess revenues are attributed to the staids,the remainder goes to the state oil comg@BMEX and the
federal government.

In compliance with the new Federal Law, annual letslgvill now be presented in the context of a ngjlfive-year
guantitative framework; previously, each administrawas required to publish only one medium-tersodl plan at

the beginning of its mandate.

Mexico’s overall score has improved from 3.75 920 4.
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1. CLARITY OF ROLES, RESPONSIBILITIESAND OBJECTIVES

eeee Compliance in progress

The government sector should be distinguished from the rest of the public sector and from
the rest of the economy, and policy and management roles within the public sector should
be clear and publicly disclosed.

Structur e, functions and responsibilities of gover nment

Mexico’'s government structure is clearly defined the 1917 Mexican Constitution (as amended) and
complementary laws. The constitution allocates authority to implemeulicy to different government levels,
defines federal responsibilities, and entitles Gesg to legislate on federal issdefResponsibilities that are not
defined in the constitution should be assignedhto dtate governments. Municipal tax and spendmgeps are
detailed in the constitutioh.

For fiscal accounting and reporting purposes, thefinancial central public sector includes thetcargovernment,
entities under direct budgetary control (includgggial security), and non-financial bodies andtigtiunder indirect
budgetary control. In turn, the general governn@mhprises the central government and all sub-natitevels of
government, including their administration and awotmous entities. The financial public sector idgs the Bank
of Mexico (Banxico), development banks, insuran@enpganies, financial trust funds and the Bank Sawving
Protection Institute (IPAB, an autonomous depasitiiance agenc).

The distribution of concurrent obligations and wael areas of responsibilities concerning all thyegernment
levels -- such as the regulation and provisiondefoation, health and social assistance, and thegeament of roads
and water supply -- are being revamped under a pefmepsive fiscal federalism programme for 2002-0the
government has allocated budgetary funds targetedtrangthening the management procedures and ! socia
responsibilities of state and municipal governmerdsder the budget, the seven public funds areged under the
name Ramo 33-- these include the Fund for Basic and Normal dation (FAEB), the Health Service Fund
(FASSA) and the Fund for Social Infrastructure (Bf1 In 2004, a National Fiscal Conventio@dnvencion
Nacional Hacendaria= CNH) adopted a series of recommendations onilgesways to change federal fiscal
arrangement5.The CNH worked mainly on assessing the viabilifyestablishing a clear framework for the
redistribution of expenditure obligations and tharing of responsibilities at the federal, statd amunicipal levels.

Its final recommendations present several mechanison promote greater transparency, performancedbase
assessments and enforced accountability. Othearedttons point to the reformulation of the fiscalordination
law and its constitutional basis, which should lmeedhe blueprint for revenue collection decentsdiim

Despite a broad consensus among state executivagpport of CNH recommendations, some commentiave
pointed out that little progress has been madeate ¢h implementing them, and they emphasise tlesl rier
additional decentralisation efforts in the areguwllic spending and tax revenue collection. WHile €NH resulted
in a generally fruitful interaction between stateddederal public officials, no concrete effortsvbdeen made to
date to address the vertical imbalance betweenatised tax revenue collection and local spendirige federal
government is therefore still charged with deteingnthe fraction of revenues to be allocated to-isational
authorities, while states and municipalities aspomsible for deciding about some of their own exiiterres’ Since
Congress is not allowed to introduce substantivangis to the budget proposal (the Chamber of Depatin only
modify the proposals presented by the executivestrof the CNH recommendations have been discusstsile
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the budget debates. As such, it has been diffioudissess what the impact on medium-term finamegirements
would be, while their enactment will need to waittiba parliamentary committee proposes them at twavs
(iniciativa de ley. Most commentators deemed the chances of tpigemang as minimal in the short teffh.

Coordination and management of budgetary activities

The Federal Law on Budget and Fiscal Responsibflitgy Federal de Presupuesto y Responsabilidad Haré)d
-- which was adopted in March 2006 -- has helpedifgl the functions and responsibility of differegvernment
agencies in their undertaking of budgetary ac#switilt has formalised and thus strengthened maistirex practices,
providing explicit mechanisms to ensure fiscal oesibility and transparency.

Resulting from five years of work in Congress, tieav Federal Law promotes the efficient and trarepanse of
public resources and fosters public oversight ofegoment expenditures, enforcing disclosure ofrimfation on
financial management, public services and publacprement processes. It enforces a zero-deficiaffigolicy and
foresees a longer time lapse to discuss and négdtie budget than the previous legal framewonks @ilowing for
stronger parliamentary involvement in the budgetcpss? Under exceptional circumstances, the governmemt ca
exceed the zero balance target, but explicit jastibns are needed, as well as plans to retumhalanced budget
within five years.

The Ministry of Finance and Public Credit (SHCPpmnates the federal buddét. The new Federal Law gives
broad powers to the SHCP to issue standards, petditure ceilings, programme cash disbursememtsathorise
amendments to the budget within the limits esthbtisby law** The budget bill contains the Federal Expenditure
Budget (PEF) and the Federal Revenue Law (LIF).e fidimer contains resource allocations for cortbitally
autonomous entities, centralised public institugioantities under direct budgetary control, andidfers to other
entities (such as non-financial parastatal entitieder indirect budgetary control).

In the last few years, approval and discussionhefdannual budget have been contentious issues dretisemer
president Vicente Fox and Congress. In 2004, tmenther of Deputies failed to approve the budgétieiore the
15 November deadline established by Article 74hef¢onstitution, and president Fox announced thatduld file

a legal challenge to the redistribution of resosricethe approved budget, on the grounds that é med compatible
with government programmes. Again in 2005, Foxedta small part of the budget and the oppositailenged
his right to do so in the Supreme Court. Underdstitution, the president may veto laws, butjkenthe LIF, the
PEF is enacted by legislative decree and is pamsilgdoy the Chamber of Deputies without being apptbby the
Senate. The constitution does not include a spegifovision on the president’s right to veto theFPENd

commentators pointed out that the president coeitdl sobservations’ (which in practice would vettaa) on the
LIF, but not the PEF. However, the Supreme Couettin favour of the presidential veto power on BHeF>

While the new Federal Law does not clarify furtidrether the president might exercise veto powertherPEF, it

specifies the dates for budget discussion and &pprimcluding during election years. However, died not set out a
clear process to be followed during administratiamsitions. For example, it does not specificalljdress the
possibility that the budget might not be approvgdhe 31 December deadline established for tramsitears. This
year, coordination between the outgoing and incgmgovernments during budget preparation has beeatlgr

facilitated by the naming of Agustin Carstens aadhef the Calderén economic transition team, artth e PEF

and the LIF are expected to be passed by Congye3% becember.

Since any expenditure changes approved by Conbeessto be matched by tax revenue amendments otanew
proposals in the LIF, tax legislation is frequenthyodified during the budget process. However, giviene
restrictions, these changes are often approvecutittietailed quantitative estimates or technicalysis of their
impact on economic activit}f. Commentators have highlighted that Congress ieently working with the SHCP to
minimise these changes and that no proposals tafyrtbe tax structure are expected to be approvethd the first
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year of the newly elected Calder6n administratigiven the cumbersome negotiations that would havée
undertaken with governors and social grotips.

The broad powers that the executive has during étudgecution have led to several instances of faigunit
differences between the approved budget and aetgmnditures by programmes and funds. The governhan
recently taken steps to reduce these differenced,tke new Federal Lawrovides a stronger framework for
handling any unspent monies or revenues in exdepsofections. As recipients of funds must providegets and
show how resources will be used, with less than Ti%otal expenditures being freely assigned, @isancies
between budgeted and actual expenditures are expeztdecrease significantlyQuarterly and biannual reports
analyse spending discrepancies and are producélieb§HCP and subject to congressional scrdfinghe annual
Public Accountwhich reviews actual expenditures for each fiser, provides little accompanying explanation
about the impact of these disparities in outlay®welver, it now incorporates comments from the audit
department®

Penalties to be applied in case of under-spendirgeatablished by the new Federal Law. It provittgsan
institutionalised stabilisation mechanism, whichd ligeviously been debated each year during budgetigsions,
although there is still some criticism of the esiste of a ceiling on stabilisation funds. Greaterity is also
provided by the formula for setting the oil pricecarding to historical spot prices and forward cacis, with
specific guidelines on the use of excess oil reesnAccording to the new Federal Law, a large phitihese excess
revenues is attributed to the states, while theareder goes to the state oil company PEMEX andféaeral
government. While Congress had previously resdddtie use of higher oil price levels to create sdiscal space,
the incorporation of oil prices based on a formuldhe 2007 federal budget is expected to simliyy process of
approval and to reduce negotiation timies.

The corresponding coordinating bodies and the Sk@prove the draft budgets for all entities undefiract
budgetary control. The Chamber of Deputies rece@véorecast of their cash flows for informatiorrgmses only.
State and municipal governments follow an indepahtedget process, subject to their own legislatiorgeneral,
directives are contained in each state constituffoHowever, the distribution of regional spendingésv governed
by the new Federal Law. Based on analyses caruéedy Congress on potential impact on regional tgpraent,
the SHCP determines the distribution of resourcdsetassigned to each stéte.

Relations between gover nment and public sector agencies

Mexico has a series of independent and autonommatisutions, such as the Human Rights Commissidig),
the Federal Electoral Institute (IFE) and the CarBBank of Mexico (Banxico). The central bank fasautonomy
to conduct monetary policy. The central bank may lend to the government traexdinary circumstances. Loans
are limited to a percentage of the PEF's authoresgubnditures and must be paid in full within threenths. Last
year, parliament approved constitutional changethab the national statistics institute (INEGI) twbibe granted
operational and administrative autonomy.

The Federal Audit Office (ASF) is an auxiliary eptio the Chamber of Deputies, and it has full tecal and
administrative autonomy over the external supemmisif the federal executive branthin order to guarantee the
full implementation of the Federal Law on Transpase and Access to Public Information (LFTAI), the
Government has created the Federal Institute focesg to Information Ifstituto Federal de Acceso a la
Informacién— IFAI), which is a decentralized agency with agigmal, budgetary and decision-making autongty.
The Banks and Securities Commission (CNBV) is temdlly autonomous and supervises the stock mablagtking
sectors, financial institutions and the centraladgpof securities. In the past, there have beenesconcerns about
the CNBV’s operational autonomy (in relation to fteancial dependence on the SHCP and the appointtme
procedures of top CNBYV officials), and proposalgevput forward to enhance its autonomy. These malgdave
not yet been approved, but President Calderénkiylito support theri® The CNBV has embarked on a

Oxford AnalyticaLtd. 5Alfred Street, Oxford, OX1 4EH, UK 302
Tel: +44 (0) 1865 261600 Fax: +44 (0) 1865 242018 Email: oa@oxford-analytica.comWeb: www.oxan.com




Fiscal Transparency November 2006
Mexico

comprehensive overhaul of its regulatory and sllareie schemes for the financial sector, enfordirigrnational
standards based on increased transparency anchatfon availability in order to foster market eféincy.

Government involvement in the private sector

Article 28 of the constitution identifies thoseattrgic sectors where operations should remain sixelly in the
public sector. These include postal services,opmim and oil derivatives, basic petrochemicalslio@ctive
minerals and nuclear power, and electricity (alttoprivate sector self-supply and small-scale kgt generation
are allowed). There are about 200 state-ownedmiges (SOES) in Mexico; their budgets constifodet of the
PEF and are thus approved by the Chamber of Depulibe government has made important efforts sndjuish
the non-commercial activities of SOEs from stricthmmercial activities.

Public financial institutions carry out considembuasi-fiscal operations, although the numbehe$e¢ activities has
decreased in recent years with a move towards mear&et-oriented systems for state development barkslic
financial institutions incur persistent losses frantivities such as lending at below market rategranting credit
without guarantees to developing sectors; in thet,pseveral of these institutions have required omaj
recapitalisations. Although the programmes of mionportant subsidies are detailed in the budgessgfiscal
activities related to subsidies for agriculturabguction are not detailed enough to allow for dorimed discussion.
Information on subsidies and trusts has not beandtty incorporated in the 2006 economic packagiepagh it is
available in SHCP quarterly repoffs.

Public financial institutions follow an independédmtdget process, with a series of reforms adom@D02 requiring
that they adhere to the spending guidelines arlthggiestablished by the SHCP. Adherence to thdalss is also
subject to supervision by the CNBV and the Ministof Public Function (SFP, formerly the Ministry of
Administrative Control and Developmenif). The reforms have thus widened information disalesby public
financial institutions. In addition, the bankingstructuring programmes and portfolio purchasesdneinistered by
the Bank Savings Protection Institute (IPAB), ahdytare well documented in its reports and findrstatements.
However, political reasons have prevented the mategn into the budget of off-sheet items, suchhasrecognition
of IPAB debt as public deBf. According to some commentators, the workiNaicional Financiera(NAFIN) -- a
financial institution aimed at promoting overallv@®pment and modernisation of the industrial seetds having
positive effects in terms of increased financiateyn efficiency. One of the major activities of NAFs providing
credit to suppliers of organizations such as PEMHEX, Instituto Mexicano del Seguro Soci@MSS), and the
Comisién Federal de ElectricidaFE), as well as to suppliers of major firms,tsas General Motors.

Thereshould be a clear legal and administrative framework for fiscal management

The constitution, th&ederal Law on Budget and Fiscal Responsibditygl complementary by-laws provide the legal
framework for the budgetary process and fiscal man@ent in Mexicd”? The executive submits a draft revenue law
to Congress for approval, which then becomes thbeafiyear's LIF. The president also introduces libedget
proposal, which requires approval by the lower dhanonly, to be the PEF. Any increase in spendingt be
adequately funded with revenues authorised in tRe ISince the constitution does not specify whethe can be
done with additional borrowing, legislators havelunled quantitative ceilings on net external-debtual balances.
However, the recently adoptéederal Law on Budget and Fiscal Responsibilityposes additional requirements
for fiscal responsibility, medium-term planning,les on the redistribution of expenditure and swplevenues,
budgetary autonomy, and the strengthening of adoaustandards. As a result, the law seeks tdkstaa clear,
streamlined and permanent process for budgetaigrgmuming, execution and reporting, thereby remotregneed

to approve these procedures every year as pareairtnual LIF and PEE.
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L egal framework for budgetary activities

The Organic Law of the Federal Public Administratid. OAPF) centralises the fiscal process under SKHCP,
which issues regulations and oversees budget droudget activities® The SHCP is also required to estimate
revenues and manage public credit. The ManualuafgBtary Rules sets standards and reinforces theréy of
the SHCP to establish spending ceilifysThe SHCP approves disbursement timetables fogdtuelxecution and
authorises amendments to the budget within the $Established limits. The SHCP is required by tawlisclose
fiscal information to Congress, while governmergrages must report to the SHCP.

The legal framework in force until the recent admpbf theFederal Law on Budget and Fiscal Responsibliiyg a
series of important shortcomings, in particularareiing the distribution of surplus and non-budgetedenues,
typically windfall income from oil exports. UntiMarch 2006, the executive could allocate theseuress to
programmes as it deemed appropriate. This provédeple leeway to exercise discretionary spendiagwhich
Congress had no statutory oversight mechanismsa vesult, the PEF had incorporated annual critmidow to
increase expenditures or make debt payments whemue surpluses were above LIF estimates, as waibems
for revenue-sharing transfers and expendituretoutseet budgetary targets and policy objectives.

L egal framework for taxation

Under the constitution, the federal government thasauthority to tax international trade, goods aedvices, and
natural resources while the state governments psshe majority of tax powers. However, the Fistabrdination
Law of 1979 (as amended in 2003) transfers theoaityhto tax from states to the federal governmenthe
subsequent revenues are distributed through a @eRmvenue Sharing Fund, which allocates up to 2%
revenues according to a state’s population sizeahililly to generate revenues.

Although the transfer of resources from the fedésabtate governments has usually been transparehtnon-
discretionary, the federal government has beguatton some fiscal powers to the states underisicalffederalism
programme. Tax legislation at the federal andestavel is publicly available through the Tax Adrmtration
Service (SAT) and the SHCP websites. States dantome tax for individuals and 5% of income tax €orporate
activities; they can also establish sales tax ahastate.

Ethical standardsfor public servants

Articles 108-114 of the constitution and the Fetéew on the Administrative Responsibilities of HaltServants
establish responsibilities and ethical standardsafbpublic officials®® The SFP is in charge of enforcing and
supervising adherence to the standards and the lavaddition, most agencies and ministries (intlgdhe SAT,
CNBV, Banxico and the Federal Audit Office) publisieir own codes of conduct and standards for publi
employees.
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2. PUBLIC AVAILABILITY OF INFORMATION

eeoe Compliance in progress

The public should be provided with full information on the past, current and projected
fiscal activity of gover nment.

Mexico complies with the IMF Special Data Dissentima Standard (SDDS), and publishes a broad rahdjsaal
information. In June 2002, Congress approved #ueFal Law on Transparency and Access to Publarimdition
(LFTAI), which mandates timely and complete accéssfiscal information on all government expendityre
subsidies, transfers, privatisation processesalfisencessions and public procurement. Chapterafitbe LFTAI
created the Federal Institute for Public Informaticcess (IFAI), through which the available fisggbrmation for
any government level or entity can be made availabithe public upon reque¥tOnly a limited number of topics
are embargoed for reasons of national securityaddition, most government websites provide accesa t
‘transparency portal’ where all information requirey the LFTAI can be accessed. Commentators ibigield that
important progress has been made during 2004-@Beirprovision of information on the public sectofilsancial
trusts fideicomiso} which previously were unrecorded and seldom too&dl owing to the confidentiality
provisions established in the Banking L.

The new Federal Law establishes what informatiaukhbe public and regulates how it should be ds®ll, with a
series of different dates that the SHCP must meeé¢rims of providing reports. While previously SHG&ed to
release all of the information at the end of eaglirya first report must now be submitted in Apaitd a progress
report in June. The new Federal Law details allittiermation on which the executive needs to repmi€ongress,
for example through quarterly reports, as well lhsha information that can be solicited througle tifAl. One of
the requirements of the new Federal Law is thaigtheernment begin releasing information on budged ¢brior to
sending the budget to Congress. However, some steahave pointed out the difference between makirdpet
documents available to the public and making shet¢ the information contained in these documentsaisily
understandable to the population; the latter doés@em to be the case in Mexico. The informatmmtained in the
draft budget document is, according to some comaters, of poor quality and, for example, does maiude
exhaustive information on the total debt compositiextra-budgetary funds, subsidies to agricultared
fideicomisosas well as financial and non-financial assets dilipventerprises such as CFE, PEMEX and IMSS.
Although it is not in the draft budget documentisippossible to retrieve this information throughey government
sources?

Central government oper ations

Data on central government operations cover thé&ralegovernment, which includes all federal goveemmunits
under budget control (the legislative and judidiednches, autonomous agencies, the central putihiénéstration
and its decentralised units) and social securstititions. Data are disseminated in monthly tabtegistered on a
modified cash basis, and broken down into reverarabs expenditures (including social security conititns),
outstanding net domestic and external debt, antimsments.

Fiscal data and information (also in English) available on the SHCP’s websit®. There are also monthly and
quarterly reports to Congress covering the coustrgacroeconomic evolution and fiscal performanceargrly
reports include expenditures by economic, admatistt and functional classification, as well asomfiation on
debt composition. In addition, each quarter the BH@leases th&®eport on the Economic Situation, Public
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Finances and Public Defit These reports contain monthly and quarterly dataentral government operations as
part of the budgetary public sector. Financiabisgments, revenues and expenditures, cash flawispablic sector
debt statistics are compiled by using uniform cidtefor classifying and grouping central governméngancial
operations with other sectors of the economy. Biahneports, known a&vances de Gestipiclude less generous
information than the quarterly reports. For exampley do not include complete estimates of revenaed
expenditures for the current yéear.

Public sector operations

General government statistics show detailed inféionaon revenue from taxes, contributions to soséadurity, non-
tax revenue and capital revenue. Expenditureaissified by economic type, as current and capxaérditure, and
by function. Data also include the public sectalabce sheet and financing broken down into domestil foreign
debt by type of holder. The SHCP discloses infdiomaon the central government budget, public lmealt
institutions, and the decentralised agencies udiect budgetary control. Information on state-edrenterprises
includes transfers from the federal governmentlohed in the PEF) and their projected cash flovithe LIF
contains profit margins of SOEs to be includechim budget.

Monthly data on the central non-financial publictse cover the central government, entities undiexctibudgetary
control (including social security), and non-finaidodies and entities under indirect budgetamt@s, recorded
on a cash basis. Revenue and expenditure comporentpresented at the budgetary level (the cefedzral
government and entities under direct budgetaryrohnt Annual data on general government operatioesorded
on a consolidated and cash basis, cover the cayav@rnment, the 31 state governments, and the8 Zyiicipal
governments. Data are broken down into revenueeriture, the overall balance and debt. Debbvigled into
external financing and domestic financing (splibibank and non-bank financing).

Most non-financial SOEs disseminate their finanattements and balance sheets on their own website
addition, the CNBYV releases statements and balaheets for public financial institutions. Inforneet on the
numerous public trusts (established with develogrbanks) is increasingly being made publicly avaéaas part of
the Report on the Economic Situation, Public Fiesnand Public Delif. The SHCP does not disclose periodic
assessments of contingent liabilities and quasé&fiactivities of non-financial parastatal entities

The Gazettes of States and Municipalitidisclose fiscal information on sub-national goveemt levels, although
data are not frequently updated and do not foll®staadardised presentation. The SHCP’s Fiscal diaation Unit
has issued a series of regulations to improve d\eseal transparency practices in states and gipalities, and the
agreements on fiscal cooperation between the SH@P the states began to be signed in March 2003.
Commentators underscored that the availabilityndérimation on states’ and municipalities’ fiscalcaants has
markedly improved in the past few ye4tsINEGI, the national statistics institute, collfiscal information for the
states and municipalities through the Integral dmfation System (Sll) and the Municipal Databaset&ys
(SIMBAD). However, it takes a considerable amoaintime to collect and compile the information. Golidated
data are published in the annual Revenue and P8pknding in Mexico reports, which contain inforibaton
general government, state and municipal revenpesding and registered débt.

A commitment should be madeto the timely publication of fiscal information.

The LFTAI requires the publication of monthly refsoon budget execution by institution, public finas and debt
within the guidelines established in the PEF. Timisrmation is available on the SHCP website.
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Debt reporting

As part of its commitment to the IMF SDDS, Mexicohtishes comprehensive information on outstandimmektic
and foreign debt. Information is disclosed on miti&s, scheduled payments, and recent borrowirggadjpns. The
quarterly Report on the Economic Situation, Publitances and Public Debt contains data on outsigngiet and
gross) domestic and foreign debt; the report alswiges information on the financial guaranteesthy federal
government to state development banks, publicdytise IPAB and the Highway Support Trust Fund (R&R In

addition, the monthly Public Finance and Public DrRbports provide consolidated debt data.

Information on the stock of contingent liabilitismming from the reforms to federal pension aralthensurance
systems, and other possible sources of contingabtliies such as the pension systems for stateicipal

government employees and the military were caledlas part of the CNH discussions to reform thesipas

regime of the public sector employees’ healthcastesn (ISSSTE). However, commentators have saitl ttie

SHCP only reports the financing flows required &arch fiscal year, since calculations for the presaiue (or
stock) of contingent liabilities arising from peosisystems are extremely sensitive to the undeylgissumptions
(for example the discount rate, GDP and populagimwth rates), and thus these figures could proisteading?’

Advancerelease calendars

As part of its commitment to the SDDS, Mexico dimgeates advance release calendars for fiscal irdtiom
available on the IMF SDDS, SHCP, and INEGI websitéghe publication of budget calendars is also prediébr
by the new Federal Law.
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3. OPEN BUDGET PREPARATION, EXECUTION AND REPORTING

g Compliance in progress

Fiscal policy objectives, macroeconomic framework, and risks

Fiscal policy objectives

The National Programme for Development Finance (RREIDE) contains the government’s overall medium-term
economic strategy, as well as the optimal politiemeet its targetS. The PRONAFIDE is prepared at the start of
each administration and a new one is expected tarb#ed by June 2007. The SHCP submits the annual
macroeconomic analysis report Economic Policy dinde (CGPE) together with the LIF and PEF bill posals to
Congress, by 8 September of each fiscal year dathst in order to comply with Article 74-IV ofehconstitution.
The CGPE includes information on fiscal policy altjees and sectoral priorities, but this is limitedaggregates.
Procedures and econometric forecasting modelstosestimate macroeconomic projections are notaksacl.

Based on the new Federal Law, annual budgets will be presented in the context of a five-year qtative
framework. Previously, each administration was m@glito publish only one medium-term fiscal planthé

beginning of its mandate. However, medium-term teadigimeworks still lack credibility

M acr oeconomic framewor k

The CGPE sets out the macroeconomic framework esckgures for budget preparation for the relevisoaf year.
However, according to the law, the PEF's sectobctives must meet the ones set out inNb#onal Development
Plan (PND) and the PRONAFIDE. The PRONAFIDE sets ttgder the federal (non-financial) government’s deb
and budget during the presidential term.

Since the relationship between the PRONAFIDE’s medierm financial plan and each year's budget moaseas

not entirely clear (given that its objectives weseldom met), the authorities have decided to updiage

PRONAFIDE forecasts and include them in the CGPHEis Hecision will allow changing foreign and donest
economic conditions affecting fiscal performancédé¢oreflected in the CGPE, while harmonising oljest over the

short, medium and long term. Multi-annual foresa@006-2009) for GDP growth, public sector balaneed

borrowing requirements, and inflation are incluitethe CGPE for 2006

Fiscal risks

The CGPE discusses the established macroeconosuenptons, previous years’ outturns, and the ner'yg
forecast, but there is no explicit analysis of disdsks. Based on the new Federal Law, macroecanecgnarios
and analyses of fiscal risks for these timeframiéisalgo be included within the five-year framewarkthe budget?
The 2006 budget draft did not include macroeconoseienarios that would explain the impact of a nuntfe
potential fiscal reforms (particularly to the taystem) if they were approved. As in previous yea&sme
commentators stated that publishing various scesari and certainly some including the fiscal bésedvailable
from implementing the diverse CNH recommendation&ould have been welcomed both in terms of indreas
transparency and to make clear the need for refdrm.
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The government uses the broader fiscal measureldfcPSector Borrowing Requirements (RF&&querimientos
Financieros del Sector Publizowhich measures the financing needs of publidtiestand of private and social
entities that act on the government’s behalf. RSP is a particularly useful measure to assesisehd that the

ratio of public debt to GDP could follow in the nigah term. In fact, some commentators stated thiatrheasure,

and not the traditional public sector balance, &hbe the basis for budget discussions regardigfianal surplus

rules. On the other hand, they cautioned thatrabmu of critical assumptions included in the CGRBRort, such as
that there will not be future ‘Public Investmenbfects Financed by the Private Sector’ (PIDIREGASould be

addressed in order to have reliable indicatorsigfaf risks. The SHCP publishes and delivers togtess a

summary of the fiscal cost that the tax code -nowib approved exemptions, subsidies, speciallfiseatments and
differentiated tax bands -- generates in termsss bf revenues in each fiscal y&ar.

The comprehensivReport on the Economic Situation, Public Financed Rublic Debt(issued quarterly) includes,
as part of a detailed assessment of the evolutiqmublic finances and the economy as a whole, taalisl brief

explanation of the federal government’s commitmamis guarantees.

Fiscal sustainability

There are no comprehensive SHCP studies or reporfiscal sustainability that include pension lldigis for the
military, public universities and state/municipaivgrnment employees. In general, the CGPE repartsporate a
medium-term analysis on deficit sustainability thie public sector. The Public Debt Committee of (BNH
presented a cross-section analysis of the contirlgdnilities arising from the different pensiongstems according
to public sector classification and level of govesant™

Mexico used to rely on annual automatic mechanitmadjust expenditure when actual revenues différech
budget forecasts. Some ambiguities had typicailgracterised each year’'s LIF provisions for therithgtion of
windfall oil revenues. In order to avoid discretioy spending and governmental abuse in reallocatisgurces, the
new Federal Lavestablishes clear allocation parameters and itistialises formal criteria to distribute exceeding
oil revenues. According to the new Federal Lawgfatoil revenues for each annual budget will bgjgmted using

a reference oil price set by a formula. Any exdaeaseme resulting from actual oil prices above teerence price
may be used to compensate for certain budgetanyung(such as higher interest costs), while theaiader will be
split between several stabilisation funds (40%hfederal stabilisation fund and 25% to the staig municipality
stabilisation fund), state-level investment pragedt0%) and PEMEX (25%). If the actual oil pricdaser than its
reference level, money can be drawn from the ssaltibn funds, but once exhausted, fiscal tightgisrequired®

Mexico has different pension systems, and eack g@mternment relies on at least one of them, ktenhafesorts to
several for different groups of public sector emyples. Sometimes municipalities also have their sygtems. They
are all framed along the line of the federal ISSSYV&em, which gives workers the right to retireaB0 years for
men and 28 for women. A minimum retirement age feen introduced at the federal level, but not talles have
adopted it. A reform of the public employee pensigstem is currently under discussion in Congréss.

Legislation prevents states and municipalities frborrowing in foreign markets and sets ceilings states’
domestic borrowing.
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Budget presentation

Data reporting

Data are available with a comprehensive budgesifieation by institution, function, programme aedonomic
category. Information on programme classificationthe PEF 2004 and thBublic Account2004 was more
aggregated than in previous years, a fact thatiderably diminished fiscal transparency. The 28@F and the
2006 PEF draft recovered some of the previous tsiraicinformation by programme, but there were salve
differences between the budget programming cod@6@5 and 2008° This led to several shortcomings. First, the
lack of detail at the programme classification lefee some fiscal years rendered budget allocateution not
comparable with previous outturns. Second, theéhiction of annual modifications to the programgnaode for
budget expenditures made conducting an adequateatioa of programme results difficult, for bothetiCongress
and the public. Such an evaluation could be usedfasmation to decide on the allocation of resasrdor next
year's budget?® Currently, almost all expenditure is presenteghimgramme with the exceptions of national security
expenditures, which are not disaggregated, andneifoees exerted by public companies and entisase the
planning and programming of these companies isdioated, but not determined, by the sectoral sadads or
governmental agenciéS.

The institutional classification divides expendé&unto budgetary branches, which comprise autonenhwanches,
administrative branches, general branches, antlesntinder direct budgetary control. Each agendgt® include
expenditures by programme that, in turn, includirimation on functions, expenditure classified lotiaty,
responsible unit, project and economic categoryhe Tunctional and economic classification used ésegally
compatible with international classifications, as@lreral improvements have been made regardinglalaiat and
compilation techniques.

Budget execution and monitoring

Budget execution schedules and performance evahstiave been enhanced with the introduction ofSystem
for Budgetary Execution Control (SICGP) and thes¢mated System for Federal Financial ManagemetHS),
which allow institutions to report disbursementsctionically. The SICGP has been gradually intoeduacross the
federal government -- thus improving the abilitytbé SHCP to monitor fiscal management in both govent
agencies and parastatal institutions -- and hameteb reduce budgetary lags.

The Treasury Department's SIAFF allows the recagdai expenditures at all levels and stages of thegbt
implementation, and discloses fiscal data in rea¢t It started operations in January 2003, afidrifiplementation
for operations of the federal government is now plete®® More importantly, the SHCP publishes the monthly
progress on budget expenditures for the centrabgoment and parastatal institutions, which alstuthes payment
obligations and guarantees by the federal governfien

In terms of budget planning and programming, sigaift progress has been achieved though the design
implementation of the Integral Process of Programgnand Budgeting (PIPFProceso Integral de Programacion y
Presupuestp The PIPP has introduced several innovatiorssremmline procedures, both via the integrationenf
IT capabilities and by establishing clear rules aaléndars for the system’s operation.

Since 2003, the government has worked to desigeFatRat incorporates performance indicators, wikiobuld help
to identify and target socio-economic needs whilenang a reliable assessment of the impact of letidgending.
Although several improvements have been made,xample by including a statement of objectives taabkieved
by major budget programmes, some commentators ssgule concern about the gradual reformulation of
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performance indicators, which are moving from pemgme goals to institutional activities. In additiomost
budgetary programmes have no periodic performamadysis and, given the latest criteria used fortirsgpt
performance indicators, it is unclear how budgktcaltions for the next annual budget can relatgotto-economic
assessmenfd. The new Federal Law requires the establishmemditators to measure programme outcomes, thus
moving towards performance-based budgeting. A natiamework to evaluate programme results agaipstific
targets is under development and is expected appeoved by March 200°7.

In agreement with Articles 2-1X and 8 of the Lawtie Federation’s Supreme Auditely de Fiscalizacion Superior
de la Federacid) the executive compiles and presents to Congrestl-year review of budget execution and audit
control. This report includes financial and pragraing information that is subsequently incorporatet the
annualPublic Account®

Accounting basis

Mexico uses a modified cash-based accounting systeder the Integral System of Government Accounting
(SICG)®® For purposes of budget monitoring, operationsuie transactions in cash, transactions compensated
between receipt-outlay and between outlay-financamgl operations in kind (at market value). Someeghment
commitments and guarantees are recorded as reduyjirkdv; accrued obligations are recorded at teesime as

the payment orders. The Treasury does not makeniadl-party payments directly, but transfers atipor of the
funds to executing units, thereby converting thata lindependent’ treasuries.

The government has continued to implement a congmstie review of accounting practices in local gowgents
through the Modernisation Programme for States’oictancy Systems and Registers, as part of thenttatisation
process. The government has reported substamtigtgss in providing technical assistance in sé\stedes. The
SHCP releases the monthlgchnical Bulletin on Government Accountiogmake available the guidelines and any
technical progress that fosters transparency imtvernment’s accounting practic¥s.

Procur ement and employment

The Law on Procurement, Leasing and Services inPilildic Sector and the Law on Public Works and Rdla
Services, with their respective regulations, havestantially enhanced procurement systems. Regugaspply to
the federal government with the exception of thdidial and legislative branches and other autonmrentities.
The Ministry of Public Function (SFP) operates &ctonic procurement system (COMPRANE®hat discloses
all calls for tender, bidding documents and awaedisions’® In addition, the LFTAI provides detailed guidels
for disseminating procurement information by evgovernment unit in Mexico -- this information is rggally
found on each unit’s ‘transparency portal’.

Public employment is regulated by the Federal LawPablic Sector Workers (1963, as amended in Jaril288)
on the basis of Article 123(B) of the constitutiamd complementary by-law8.Except for certain careers subject to
specific regulations, all public employees are lggaassified according to whether they occupyffsta managerial
positions; these two types of positions are sulifedifferent recruitment, promotion and layoff pealures.

There have been substantial efforts to advertibevgcancies, and to appoint employees through gpetitine

recruitment and selection process as part of thgoiog plans to establish a civil service careergmmme.
However, some commentators judged that thereligsiple discretion in appointment practices, esibcfor mid-

level and senior management positihsThe Salary Description and Evaluation System drasiually reduced
wage discrepancies among similar jobs in diffeggnvternment units. A wage schedule for the diffeeamployment
levels can be found on each unit’s transparenctapGr
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Fiscal reporting

The SHCP and the Executive Office are requiredayto report fiscal information to Congress. Fearaple, the
PEF requires the SHCP to submit quarterly reparte@nomic balance, government finances, publi¢ dad the
performance of programmes that have ‘operationstidesigned. These reports must be made avaietie 35
calendar days after the end of each quarter. Wditad public sector accounts must be submittedagress before
5 June of the following year.

The Fiscal Audit Office (ASF) produces tReview and Audit of the Federal Government Pubticotintfor each
fiscal year, which is published by the end of Maothhe following year and based on the informatiwavided by
the executive in the mid-year review of budget etien and thePublic Accountreports’® The report contains
detailed execution information on the revenue axplerditure budgets, and provides an explicit comspar of
budget execution against initial and amended diloecs. The Federal Audit Law (2000) also requittes ASF to

supply a mid-year status report on the federal gowent accounts, which is submitted to Congregsuigust.

In general, the budget includes guidelines forghbklication of annual results achieved relativéhis objectives of
major budget programmes. These guidelines are maxbdo the Congress Commission of Budget and @ubli
Account. Some commentators judged that Congressidlincrease its technical capabilities in ordentake full
use of the available information. In turn, the @xese should provide more time to Congress toenenvihe results,
while summaries of the main findings presented emgEess should be open to public scrufihfhe new Federal
Law satisfies these needs by giving Congress niore tb discuss the budget and by publicly releagifigrmation

on the budget prior to its submission to Congféss.
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4. ACCOUNTABILITY AND ASSURANCESOF INTEGRITY

eeee Compliance in progress

Data quality standards

Mexico observes the IMF SDDS requirements in akkgaries, using flexibility options for the timetiss of data on
the operations of the general government and th&alegovernment. Timeliness requirements are edkee with
respect to data on national accounts and centr@rgment debf®

The methodology used to compile government finastaéistics follows national concepts and definitighat are
generally similar to the IMF guidelines of the Mahwn Government Finance Statistics (GFSM 19869, te

government is currently assessing the suitabilftyntroducing the IMF Government Finance Statistddanual

(GFSM 2001). Government finance statistics arepitma and disseminated for the federal governmeuntigetary
central government), consolidated central governmgeneral government, budgetary public sector -firancial

public sector and public sector borrowing requiratne The production and publication of data on gowgent
operations is governed by the Law on Statisticdl @eographical Information, Article 47(1V) of thederal Law on
the Responsibilities of Public Servants, and Aetit®(XVIII) of the Rules of Procedure of the SHOPata provided
for statistical purposes may not be divulged indlinglly, and when being disseminated to the publy tshould be
presented in such a way as to preserve the anonyifitite reporting entities.

Budget execution is considered to be broadly ia iith the approved budgetary figures, althouglesswcuts and
supplements do take place. These changes aranfreése the SHCP quarterly reports to Congress brihey are
above the annual thresholds established in the Pifne commentators highlighted last year thatbéskéng the
thresholds as a percentage of the budgeted sperdidggranted the executive ample powers to authoris
discretionary chang€d.The 2006Federal Law on Budget and Fiscal Responsibitiynedies this deficiency by
enforcing a strict balanced budget fiscal policheneby any expenditure increase must be adequatated with
revenues.

Public sector fiscal reports and the federal gowemt’'s Public Accountare reconciled with broad fiscal and
monetary data. The government has made substantigiess in reducing the time lag for the pres@nteof the
Public Accountreport and increasing the scope of data for alegament levels (federal, state and municipal)e Th
INEGI publishes thévionthly Statistics of the States’ Public Financekich allows the SHCP to compile revenue,
expenditure and financing information for state gmments more accurately.

Independent scrutiny of fiscal information

Independent Audit

The Ministry of Public Function (SFP) carries outeirnal audits, but some commentators have stdiad its
appraisals -- and the overall internal supervigiwacess -- are unreliable. For example, they perdemany
government departments to be overwhelmed by tharrdtion requirement of the SFP, and many civivaets
appeared to be reluctant to carry out administeatiuties, because they did not understand the ssabeemit of the
SFP audits. On the other hand, commentators veenewhat sceptical about the actions that publitosegencies
were performing in order to comply with the SFPiglih recommendations. In this context, public acgability
over government expenditure is perceived as wedkiraneed of efficient enforcement. Some commensatave
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suggested that the entire statutory framework aadtiges should be reviewed in order to streantiperations and
avoid the current duplication of functioffs.

The Federal Audit Office (ASF), acting as an aaxifibody to the Chamber of Deputies, possesseméiitutional
and operative autonomy and exercises external gigper over the whole federal executive branch. séish, the
ASF has the authority to conduct audits for allefed public entities, states, municipalities andividuals. Audits
at the sub-national level are implemented througbrdination agreements with state legislatures aunditors,
following guidelines established in the Law on Hezleration’s Supreme Audit. The ASF reports toGhamber of
Deputies by 31 March of the following year; once tlieputies have reviewed the reports, the docuneets
published and made available upon request. Sommnemtators have suggested that the technical ¢gpzcihe
Chamber of Deputies, especially the commissionsharge of reviewing the socio-economic impact ofidmt
programmes, should be strengthened in order tp éxercise a supervisory rofe.

National Statistics Agency

The Ministry of Finance and Public Credit (SHCPYasponsible for the production and disseminatibfinancial
statistics on the federal government. The natistatistics institute, INEGI, has the authority aadponsibility for
planning, promoting and implementing the organisatand development of an integrated national amsha@uic
accounting system. The INEGI does not possesgiagidunctions to verify the federal governmentisaicial
statistics.

In early October 2005, a Congress Commission ta@ledoposal to Congress to vote a draft law thatlevgrant
statutory autonomy to the INEGI, a devolved bodytlke# SHCP. The Chamber of Deputies approved thé, dr
which was then sent to the Senate for discussidnratification. As a whole, the proposed changesild/ grant
technical and operational autonomy to the INEGhIending Articles 26 and 73 of the constitution andcting a
newOrganic Law of the INEGI Importantly, an internal, five-member board of/grnors would be in charge of the
institute’s management; the president (with theaS=a approval) would appoint the board memberis (iinclear if
the tenure of board members will be staggered, smdlar to the arrangements for the central bamdsard of
Governors). The reform also aims to launch thetitwal System of Statistics, Informatics and Gepgsa -- a
system that will collate the output of the varialeta-producing agencies and serve as the mainsapoést for
national statistics and survey informatfn.
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INTERVIEWS

Representatives @xford Analyticainterviewed the following individuals during a itiso Mexico between 23 and
27 October 2006:

Ministry of Finance and Public Credit (SHCP)

27 October 2006

Marco Alberto Oviedo Cruz Director of Public Poliyudies
José Antonio Gonzalez Anaya Director General ofifasces and Securities

Central Bank of Mexico (Banxico)

25 October 2006

Alberto Torres Garcia Director of Macroeconomica®fsis
Ana Maria Aguilar Argaez Senior Economist and Matagf Monetary Research

ADDITIONAL INTERVIEWS

23 October 2006

Mauricio Basila Lago Vice President Stock Mar&epervision
Comisién Nacional Bancaria y de Valores (GNIB

24 October 2006
Joost Draaisma Senior Economist World Bank

25 October 2006

Ricardo Sierra Deputy Director Centro de Estadie las Finanzas Publicas (CEFP)
Chamber of Deputies, Congress

Adriana Beltran Director of Technical CentroEtudios de las Finanzas Publicas (CEFP)
Support Chamber of Deputies, Congress

26 October 2006

Laura Sour Vargas Professor Centro de InvestigagiDocencia Econdémicas
CIDE)

Mario Rodarte Director General Centro de Estsitioonémicos del Sector Privado
(CEESP-CCE)

Francisco Lelo de Larrea Deputy Director of CemtecEstudios Econdmicos del Sector Privado

Economic Investigation (CEESP-CCE)
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27 October 2006

Alejandro Ortiz Project Manager Fundar Centeofshalisis e Investigacion
David Davila Estefan Researcher Fundar CentrArddisis e Investigacion
Seguimiento Ciudadano
Al Poder Legislativo
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NOTES

! Constitution of the United States of Mexico of I9as amended in September 2006, in Spanish only):
www.diputados.gob.mx/LeyesBiblio/pdf/1.pdf

Z Constitution of 1917, Articles 73 and 117-121.

® Constitution of 1917, Article 115.

* For a concise description of the Mexican Publict&esee IMF Country Report 02/200, ‘Mexico: Repont the
Observance of Standards and Codes—Fiscal Transpyakéodule’ page 7, figure 1.
www.imf.org/external/pubs/ft/scr/2002/cr02200.pdf

®> SeeSpecial Programme for an Authentic Federalism 20026 (in Spanish only), Ministry of Interior (SEGOB):
www.inafed.gob.mx/work/resources/PAF/0000%20Inddk.p

® For a list and descriptions of the funds includedamo 33 which help strengthen the objectives of the fisca
federalism programme seaww.inafed.gob.mx/wb2/INAFED/INAF_4_Participacionéserales Ramo_33

" SeeConvencién Nacional Hacendar{€NH) at: www.cnh.gob.mx

8 See the CNH's final report and recommendati@res;laratoria a la Nacién y Acuerddm Spanish only), at:
www.cnh.gob.mx/pdfs/declaratoriafinal. pdf

% Interviews in Mexico, 23-27 October 2006.

1% |nterviews in Mexico, 22-25 November 2004 and @@ober 2005. In fact, most state and municipakegaeors
had expressed a desire to minimise the involverokeféderal congressmen in the CNH, in order to ésmme of
the previous difficulties experienced during thed2®udget negotiations between the government apdsition
parties.

1 Federal Law on Budget and Fiscal Responsibiligy(Federal de Presupuesto, y Responsabilidad Hizoém in
Spanish only)http://www.diputados.gob.mx/LeyesBiblio/pdf/L FPRAfp

ZIniciativa de Presupuestos Abiertos 2006 - Redaktgara México del Cuestionario de Presupuesterf)i2006;
Center on Budget and Policy Priorities, pp.17-18.

'3 Ministry of Finance and Public CredBé¢cretaria de Hacienda y Crédito PUbl8&CP)www.hacienda.gob.mx
4 Federal Law on Budget and Fiscal Responsibiligy(Federal de Presupuesto, y Responsabilidad Heré in
Spanish only): www.diputados.gob.mx/LeyesBiblio/p&PRA.pdf

*Interviews in Mexico, 23-27 October 2006.

'8 Interviews in Mexico, 22-25 November 2004 and ®6tober 2005. For the 2005 budget, for example, th
estimated oil price of 23 dollars per barrel sethxy government was raised to 27 dollars and ajgporby Congress
without any formal, analytical explanation.

7 Interviews in Mexico, 23-27 October 2006.

'8 Interviews in Mexico, 23-27 October 2006.

19 |Interviews in Mexico, 23-27 October 2006.

2 Interviews in Mexico, 23-27 October 2006.

I Interviews in Mexico, 23-27 October 2006.

?2 State constitutions atwvww.cddhcu.gob.mx/bibliot/infolegi/consedos/

23 |Interviews in Mexico, 23-27 October 2006.

24 Law of the Bank of Mexico (as amended in 199@)w.banxico.org.mx/

% The Federal Audit Law of 2000 replaced the Senimmgtroller of Finance with the Federal Audit Offic8ee:
www.asf.gob.mx/

%% Interviews in Mexico, 23-27 October 2006.

" Interviews in Mexico, 23-27 October 2006. The SHdlFectly appoints six of the Commission’s 13-membe
board, including its president (although members @rosen based on rigorous criteria). The CNBVé&sident,
who chairs the board, appoints two additional memsbeTherefore, the SHCP could potentially influernte
decisions of eight of the 13-member board. Seé #lveof the Banks and Securities Commission of 2Q@Y de la
Comisiéon Nacional Bancaria y de Valojes: www.cnbv.gob.mx

8 “International Budget Project Open Budget Questinre — Mexico,” 2005, Center on Budget and Policy
Priorities, pp. 37-39.

29 Ministry of Public Function (SFP)www.funcionpublica.gob.mx/index1.html

% Interviews in Mexico, 23-27 October 2006.

%! Interviews in Mexico, 23-27 October 2006.

%2 The principal laws related to budget planninggoamming and execution are:

Ley de Presupuesto y Responsabilidad Hacendé06); Ley General de Deuda Publicél976); Ley de
Coordinacion Fiscal1978);Caodigo Fiscal de la Federaciofi981);Ley de Planeaciéiil983),Ley del Servicio de
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Tesoreria de la Federaciéfi985); andReglamento de Ley de Presupuesto, Contabilidadsta3dRiblico Federal
(1981).

% Interviews in Mexico, 3-6 October 2005. For ategsatic analysis of the likely impact of the Feddraw on
Budget and Fiscal Responsibility, s€émo fortalecer la participacion de la Camara deptados en el Gasto
Puablico?, Fundar Centro de Analisis e Investigacion 2085fanish only) at:
www.fundar.org.mx/secciones/publicaciones/PDF/gasbtico.pdf

% Organic Law of the Federal Public Administratidrey Orgénica de la Administracién Publica Feddral

% Reglamento de la Ley de Presupuesto, Contabilidadsto Publico Federglin Spanish only):
www.hacienda.gob.mx/ucef/nuevo_marcojuridico/ReegeéP CGP.pdf

% | ey Federal de Responsabilidades Administrativasl&ervidores Plblico2002:
www.funcionpublica.gob.mx/leyes/leyresp/inicio.html

%" Federal Institute for Public Information Accessww.ifai.org.mx

% Interviews in Mexico, 3-6 October 2005. Althoutie federal government has publicly available tegi®ns for
about 160 public trusts, there are also numerorigaie’ trusts (which are also financed with govaeant money)
that remain without records.

% Iniciativa de Presupuestos Abiertos 2006 - Redakligpara México del Cuestionario de Presupuesterfhi2006;
Center on Budget and Policy Priorities, pp.10-12.

“0 Basic Economic and Financial Dathattp://www.hacienda.gob.mx/

! Seelnformes sobre la Situacién Econémica, y las Fimang Deuda Publicat:
www.apartados.hacienda.gob.mx/politica_economicdérodo/documentos/subtema5/2006/informe_3trime62300
df

“2 |niciativa de Presupuestos Abiertos 2006 - Redaktgpara México del Cuestionario de Presupuesterfi2006;
Center on Budget and Policy Priorities, pp.13-14.

43 For information on public trusts, see for examistexo XV Fideicomisos Publicos

“4 Convenios de Colaboracién Administrativa en Matdfiscal Federal.

“ Interviews in Mexico, 22-25 November 2004.

¢ Seelngreso y Gasto Publico en México Edicion 2@@6Spanish only):
www.inegi.gob.mx/prod_serv/contenidos/espanol/bgifpeoductos/integracion/sociodemografico/igpm/2085 M
-2005.pdf

“" Interviews in Mexico, 22-25 November 2004. Neketess, a figure is provided in the CNH'’s final sepand
recommendations.

8 Mexico Advance Release Calendar from the IMF websi
http://dsbb.imf.org/Applications/web/sddsctycatestélstrcode=MEX

*9 SHCP ‘PRONAFIDE 2002-2006.’

*¥ Iniciativa de Presupuestos Abiertos 2006 - Redakligpara México del Cuestionario de Presupuesterfhi2006;
Center on Budget and Policy Priorities, pp.17-18.

*1 Economic Policy Guidelines 2006. A summary in Estygis available at:
http://www.shcp.sse.gob.mx/aplicaciones/ori/ingteatenido/2005/economic_program_2006.pdf

*2 Interviews in Mexico, 23-27 October 2006.

%3 Interviews in Mexico, 22-25 November 2004 and @dober 2005.

* SeePresupuesto de Gastos Fiscales 2005

% SeeMinuta de la 32. Reunién de la Mesa de Deuda Palitic estimates of contingent liabilities stemmimgrh
the different pension systems (in Spanish onlyhtit://cnh.gob.mx/documentos/2/2/art/archivos/faf@dodf

%% Interviews in Mexico, 23-27 October 2006.

" “Mexico: 2006 Article IV Consultation — Staff RepipStaff Statement; Public Information Notice dwe t
Executive Board Discussion,” 2006, p. 17.

%8 |nterviews in Mexico, 3-6 October 2005. The peshlwith the availability of data stems from thetfemat there
are no statutory requirements to produce the dnalytolume containing expenditure information ypgramme.
This is provided upon request to Congress durirgpagation of the budget. See Volume Wnaliticos del
Presupuesto de Egresos de la Federacfonthe 2001-03 and 2005 PEFs. Note that thisrimétion is not available
for fiscal year 2004, although information can bletained via the IFAlI and the transparency law facte
programme.

*9 Interviews in Mexico, 3-6 October 2005.

% “International Budget Project Open Budget Questinre — Mexico,” 2005, Center on Budget and Policy
Priorities, pp. 13-16.
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Fiscal Transparency November 2006
Mexico

® Integrated System for Federal Financial Managen{8hAFF, in Spanish only)www.tesofe.gob.mx/siaff

%2 Allocation and Disbursement of the PEEsignacion y Ejecucion del Presupuesto de EgresbRader
Ejecutivg.

% Interviews in Mexico, 3-6 October 2005. Performaindicators that follow institutional activityitaria are, by
necessity, related to institutional performance amderage. Therefore, the indicators measure terad
performance of the relevant line ministries or auties (for example, spending efficiency and timess), but not
the impact of each programme in itself. As a resuis unclear how the indicators’ results canrbkated to the
socio-economic impact of a programme to justifyorese allocations in each fiscal year.

® |Interviews in Mexico, 23-27 October 2006.

% See mid-year review repothforme de Avance de Gestién Financiefehe annuaPublic Accounteport,Cuenta
de la Hacienda Publica Federgiin Spanish only) is available at:
www.shcp.sse.gob.mx/contenidos/contabilidad gulveemdal/temas/informe_cuenta_publica/index.html

% See theSistema Integral de Contabilidad Gubernamenialletin.

%7 See the Technical Bulletin on Government Accoun{Boletin Contabilidad Gubernamentah Spanish only):
www.shcp.sse.gob.mx/contenidos/informacion_econaft@mas/politica_economica/html/subtema8.htm

%8 \www.compranet.gob.mx

% Procurement Regulations (in Spanish onky)ww.funcionpublica.gob.mx/unaopspf/norma.htm

" Seel ey Federal de los Trabajadores al Servicio debHst

" Interviews in Mexico, 22-25 November 2004.

2 See, for example, wage schedules for the SH@Bulador y Sistema de Compensaciones

3 Auditoria Superior de la Federaciomww.asf.gob.mx

™ Interviews in Mexico, 3-6 October 2005.

"5 Interviews in Mexico, 23-27 October 2006.

® See Summary of Observancehitp://dsbb.imf.org/Applications/web/sddsctycatsstiPstrcode=MEX

" Interviews in Mexico, 3-6 October 2005.

"8 Interviews in Mexico, 22-25 November 2004 and @dober 2005.

" Interviews in Mexico, 3-6 October 2005.

8 Seehttp://gaceta.diputados.gob.mx/Gaceta/59/2005/oet%d-11-04oct. html#Dictamenes
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