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MEMORANDUM OF UNDERSTANDING
BETWEEN

THE DEPARTMENT OF TRANSPORTATION
OF THE UNITED STATES OF AMERICA

AND

THE SECRETARIA DE COMUNICACIONES ¥ TRANSPGRTES
OF THE UNITED MEXTCAN STATES

ON INTERNATIONAL FREIGHT CROSS-BORDER TRUCKING SERVICES

The Departmcnlt of Transportation of the United States of America (DOT) and the Secretarfa de Comunicaciones y Transportes (SCT),
of the United Mexican States (Mexico), hereinafter the “Parties”;

ACKNOWLEDGING that one of the key objectives of the North American Free Trade Agreement (NAFTA) is to facilitate the cross-
border movement of goods and services between Mexico, the United States, and Canada;

REAFFIRMING that the facilitation of the efficient movement of goods between the three countries is dependent on having international
transportation systems to which the governments apply safety and security standards in a non-discriminatory manner;

ENDORSING the common desire of the United States and Mexico to fulfill cheir obligations as established in the NAFTA for
international freight cross-border motor carrier services as 2 means to enhance the competitiveness and prosperity of North America; and

MINDFUL of the goal of safe, secure, and efficient movement of commerce between the United States and Mexico;

Have agreed as follows:

Article 1

Definitions
For the purpose of this Memorandum of Understanding:

1. “Commercial Driver's License” means a document issued by a state of the United States of America or the District of Columbia,
in accordance with applicable U.S. statutes and regulations, to an individual that authorizes the individual to operate a class of
cominercial motor vehicle.

2. “Competent authorities” means in the case of the United States of America, the Federal Motor Carrier Safety Administration
(FMCSA) of the U.S. Department of Transportation and, in the case of the United Mexican States, the Direccién General de
Autotransporte Federal (DGAF) of the Secretarfa de Comunicaciones y Transportes.

3. “Initial phase” means the transitional period of diae in which Mexican-domiciled mowr cartiers that apply for operating authority
from the United States of America, or in which 11.8.-domiciled moror carriers thar apply for operaring aurhority from the United
Mexican States are subject to the conditions as set out in Annex I to this Memorandum of Understanding.

4. “International fieight cross-border rrucking services” means internaiional cargo transportation provided by motor carriers thae are
authorized by sither the United Staves of America or the United Mexican 5earés to operate in their respective territories, and in the
case of the Unived Stares of America, 1o operate bevond the commerciai zones immediately adjacent vo the U.5.-Mexico border.
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5. “Licencia Federal de Conductor” means a document issued by the Secretarfa de Comunicaciones y Transportes of che United
Mexican States, which authorizes a person to drive vehicles engaged in federal public service and private commercial vehicles of |
companies and industry that transport products requiring the use of Mexican federal highways.

6. “Memorandum of Understanding” means this Memorandum of Understanding (MOU), including its Annexes. 'II

7. “Motor carrier” means a truck company domiciled in the territory of either the United States of America or the United Mexican
States that has applied for or has received provisional or permanent authority for international freight cross-border trucking service.

8. "Permanent Operating Authority” means, in the case of a Mexican-domiciled motor cartier, OP-1 authority granted by FMCSA
allowing the motor carrier to operate international freight cross-border trucking services in the United States that cannot be suspended
or revoked unless the motor carrier receives an unsatisfactory safety rating pursuant to U.S. laws and regulations; and, in the case of
a U.S.-domiciled motor carriey, authority granted by DGAF allowing the motor carrier to operate international freight cross-border
trucking services in Mexico.

9. “Provisional operating authority” means, in the case of a Mexican-domiciled motor carrier, OP-1 authority granted by FMCSA
allowing the motor carrier to operate internartional freight cross-border wucking services in the United States during an initial
eighteen (18) month heightened monitoring period; and, in the case of a U.S.-domiciled motor carrier, authority granted by DGAF
allowing the motor cartier to operate international freight cross-border wrucking services in Mexico during an initial eighteen (18)
month period.

Article 2
Scope
1. This MOU is without prejudice to the rights and obligations of the United States and Mexico under the NAFTA.
2. During the initial phase, each Party shall allow international freight cross-border trucking services in the tetritory of its country by

motor carriers domiciled in the territory of the other country, provided that such motor cartiers ate complying with the conditions
set forth in this MOU, including the conditions in Annex 1.

The initial phase is to last for a period of time not to exceed three (3) years, and may be less time as mucually agreed to by the Parties.

4. Any activities relating to operations conducted under chis MOU shall be conducted in accordance with applicable statutes, rules, and
regulations of the United States and Mexico.

5. 'This MOU shall not be applicable to motor carriers engaged in the cross-border cartiage of placardable hazardous materials or to
motor carriers engaged in the cross-border carriage of passengers.

Article 3

Pre-Operational Conditions

1. The DOT shall grant a Mexican-domiciled motor carrier provisional operating authority for international freight cross-border
trucking services in che United States provided that the pre-authority conditions set out in Section 1 of Annex I are met.

2. The SCT shall grant a U.S.-domiciled motor carrier provisional operating authority for international freight cross-border trucking
services in Mexico provided that the pre-authority conditions set out in Section 2 of Annex I are met.

Article 4
Operations

1. The DOT may revoke, suspend, limit or impose conditions on the operating authority of a Mexican-domiciled motor carrier that
is engaged in international freight cross-border trucking services in the United States if such motor carrier fails to comply with the
conditions ser out in Section 3 of Annex I, or, in the cage of 2 mowsre carrier with permanent operating avthority, the motor carrier
fails to comply with the conditions set out in Section 5 of Annex L.

2. The S5CT may revoke, suspend, limit or impose conditons on the operating authotity of 2 U.5.~domiciled motor cartier that is
engaged in incernadonal frelght cross-border crucking services In Mexico if such motor carrler fils to comply with the conditions set
our in Section 4 of Arnex T, or, In the case of a motor carrier with permanent operating auvhority, the mozor carrier fails to comply
with the conditions set out in Secron & of Annex &

5. This MOU does not authorize motor carriers subject to vhe jurisdiciion and reguiarions of either the United Srates or Mexico to
engage in domestic carriage of goods poini-ro-poinr in the territory of the osher country lcabotage). Either Party may rake remedial
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acrion as permitted by applicable laws or regularions, including, where appropriate, the revocation of operating authority, if its
competent authority determines that a motor carrier of the other country has engaged in cabotage operations.

Article 5
Monitoring Group

1. The Parties shall designate their representatives to 2 Monitoring Group established pursuant o this MOU. The Monitoring Group
shall meet every month to oversee the progress of the inidial phase as set out in Annex I. The meetings may occur in person, or via
telephone or video conferencing.

2. The Monitoring Group shall make available for review periodic updates and reports upon the request of either Party.
Article 6
Transition to Full Access

On the date of notification by the DOT to the U.S. Congress that the provisions of U.S. law pertaining to the initial phase, including
those regarding compliance with the statistical data collection and analysis of the initial phase, have been met, the DOT will also notify
SCT and the Parties shall grant motor carriers of the other Party full access to provide international freight cross-border crucking services,
subject to applicable domestic laws and regulations.

Article 7
Consultations

Either Party may, at any time, request consultations regarding the implementation or interpretation of this MOU. Such consultations
shall begin at the earliest possible dare, but not later than fifteen {15} days after a Party makes a request, unless otherwise agreed. Each
Party shall prepare and present during such consuitations relevant evidence in support of its position to facilitate consultations.

Article 8
Amendments
This MOU may be amended at any time by written agreement of the Parties.
Article 9
Termination

Either Party may give notice in writing to the other Party of its decision to terminare this MOU. Such termination shall take effect sixty
(60) days after the date of notification, or no later than 60 days after the date of commencement of a period of consuitations between
the Parties as described in Article 7.

Article 10
Entry into Force
This MOU shall enter into force upon the date of signature.

In witness whereof, the undetsigned, being duly authorized by their respective governments, have signed chis MOU.

Done at Mexico, D.E, in duplicate, this 6th day of July, 2011, in the English and Spanish languages, both texts being equally authentic,

BY THE DEPARTMENT GF BY THE SECRETARIA DE
TRANSPORTATION QF COMUNICACIONES Y
THE URITED STATES OF AMERICA TRANSPORTES GF THE UNITED
./ ; iR MEXICAN STATES
! r'| / ‘ /..«_: =i "-\!:
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m{w Jm@n f DIONISTO ARTURE PEREZ-TACOME FRISCIGNE
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Annex |

Temporary Conditions for Motor Carrier Operations under U.S. and Mexican laws and regulations

Section 1
! Pre-Authority Conditions Applicable to Mexican-domiciled motor carriers under U.S. laws and regulations

1. All Mexican-domiciled motor carriers that wish to participate in international freight cross-border trucking services in the United
States are to complete the application OP-1 MX. The application, and accompanying application fee, is to be submitted to FMCSA.
Motor cartiers who participated in the 2007-2009 Demonstration Project are to be exempt from payment of the application fee.

2. All Mexican-domiciled motor carriers that wish to participate in international freight cross-border trucking services in the United
States are to undergo a Pre-Authorization Safety Audit (PASA) performed by FMCSA, in accordance with Title 49 of the United
States Code of Federal Regulations (CFR), Part 365, as may be amended. The PASA will include the following, in addition to any
other requirements set out in the Federal Motor Carrier Safety Regulations (FMCSRs):

a.  Nationa!l security and criminal background vetting conducted on the applicant motor carrier and any drivers the motor carrier
designates for partcipation in the initial phase. With respect to such verting:

i. Criteria for exclusion from the initial phase are 1o be those used by U.S. Customs and Border Protection of the U.S.
Deparument of Homeland Security for its global entry program.

ii. Motor carriers are to provide informatior: on the drivers they wish to enroll in the initial phase, including the drivers’ names,
dates of birth, and Licencia Federal de Conductor license numbers.

iti. U.S. security agencies are to communicate to appropriate Mexican agencies, where possible, the basis for a motor carrier’s or
driver’s exclusion from the initial phase.

b. Records inspections ate to be conducred in accordance with 49 CFR Pait 365. Among the records to be inspected are ones that
facilitate the following:

. Veification of available performance dam and safery management pfogIMS;

ii, Verification of a controlled substances and alcohol testing program;

iii. Verification of a system for compliance with hours-of-service rules, including recordkeeping and retention;
iv. Verification of proof of ability 1o obtain insurance in the United States;

v. Review of available data concerning safery history and other information necessaty to determine familiarity with and
preparedness to comply with FMCSRs and the requirements of the Hazardous Materials Regulations (HHMRs) that pertain
to the transportation of non-placardable quantities of hazardous materials;

vi. Evaluation of safety inspection, maintenance, and repair facilities or management systems, including verification of records
of periodic vehicle inspecrions; '

vii. Interview with motor carrier officials to review safety management controls and evaluate any written safety oversight policies
and practices; and

viii. Review of any other applicable information required by EMCSA personnel to complete the PASA.
c. Vehicle inspections are to be conducted in accordance with 49 CFR Part 365, including as follows:

i. Applicant motor carriers are to selecr and identify which vehicles will perform international freight cross-border trucking
3 1
SErviCces.

! Moror carriers’ selecrion of specific vehicles vo participare is limited o the initial phase only. Once the inisial phase ends. mover
cartiers ate not 1o have the option of selecting specific vehiclzs, Tusizad, all vehicles thae may enter the United Stares for moror
carriers wich (-1 avthority are ro complers 2 successful PASA and comply with all FMCSPs, in addition o all applicable stare
and Bederal Taws and vegularione.
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ii. FMCSA personnel are to perform physical inspections of the vehicles during the PASA to determine compliance with:
1. FMCSRs and eligibility for a Commercial Vehicle Safety Alliance (CVSA) safety decals
2. Federal Motor Vehicle Safery Standards (FMVSS); and
3. U.S. Environmental Protection Agency (EPA) engine emission standards in effect as of 1998 or later.
d. Driver inspections are to be conducted in accordance with 49 CFR Part 365, including as follows:

i. Applicant motor carriets are to select and identify which drivers will perform international freight cross-border trucking
services.

il. FMICSA personnel are to verify driver qualifications, including confirming the validity of the driver’s Licencia Federal de
Conducter and review any federal and state driver license history for traffic viclations that could disqualify the driver for
operations in the United States.

ifi. FMCSA personnel are to conduct an English Language Proficiency exarn of each participating driver. The exams are to be
conducted orally in English and should test the driver’s knowledge of U.S. traffic laws and signs.

3. The following information is to be collecred ai the time of the PASA, however, it is not to be used in the evaluation of the motor
carrier for entry into the program:

a. Environmental post-treatment equipment on participating vehicles;
b. Any other emissions-related equipment on participating vehicles; and

. Primary ports of entry the applicant carrier intends to use; there is no restriction on which ports of entry the carrier uses.

Section 2
Pre-Authority Conditions Applicable to United States-domiciled motor carriers under Mexican laws and regulations

1. All U.S.-domiciled motor carriers that wish to participate in ineernational freight cross-border trucking services in Mexico are to
complete the application TRC-USA-01. The application, and accompanying application fee, is to be submitred ro DGAE

2. Al U.S.-domiciled motor carriers that wish to participate in international freight cross-border trucking services in Mexico are to be
in compliance with applicable regulations in Mexico and are to undergo a Safety Assessment (Revisién de Condiciones de Seguridad
(RCS)) performed by DGAF, in accordance with the rules to be published in the Official Gazette of the Federation (Diario Oficial
de la Federacién, DOF). The RCS is o include the following, in addidon to any other requirements set out in the federal motor
carrier regulations of Mexico. '

4. Public security and criminal background vetting conducted on the applicant motor carrier and any drivers the motor carrier
designates for participation in the initial phase. With respect to such vetting;

i. Criteria for exclusion from the initial phase for entry into Mexican territory are to be set by the correspondent’s security
apencies.

ii. Mexican security agencies are to communicate to appropriate United States agencies, where possible, the basis for 2 motor
carrier’s or driver’s exclusion from the inidal phase.

b. Inspections of the files are to be conducted in accordance with the rules that are published in the DOF. Inspections are to cover
the following issues:

i. Verification of a program for controlled substances and alcohol testing;
i, Vesiftcation of a systein for compliance with hours-of-service rules, including recordkeeping and retention;
57
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iv. Evaluation of safety inspections, maintenance, and repair, including verification of records of periodic vehicle inspections
over the last three (3) months;

v. Verificarion of ail applicable informarion required hy the DEGAF inspecrors to complete the RCS.

e S NI e T e S s = e T T T T T e T T T e T e T T T T T ey ¥




3.

e

c. Vehicle inspections are to be conducted in accordance with:
i. Commercial Vehicle Safety Alliance, CVSA, criteria;

. Official Mexican Standard NOM-068-5CT-2-2000 Federal Land Transport Motor Carrier Service for Passage, Tourism,
Cargo, and Private Transpost: Physical, mechanical and Safety Conditions for operations on Roads and Bridges in the
Federal Jurisdiction, published in the Mexican Official Gazetre on July 24, 2000, or any substitution thereof;

ili. Engines ate to be in compliance with U.S. EPA emission standards in effect as of 1998, or later.

d. The drivers that the applicant cartier selects and identifies to provide international freight cross-border trucking services will
have an oral examination of knowledge of Spanish. Examinations must test the driver’s knowledge of regulations and road signs
of Mexico.

Motor carriers that ohtain provisional authority for 18 months of operation shall:
a. Comply with all federal motor carrier regulations of Mexico.

b. Obrain within six (6) months following the granting of provisional authority, a low emission certificate, which must be carried
by every vehicle. This is in compliance with NOM-041-SEMARNAT-1999 and NOM-045-SEMARNAT-1996.

c. When required by SCT, via DGAF, vehicles authorized to provide international freight cross-border trucking services must
cany Electronic On-Board Recorders (EOBRs), or similar technology, which will be provided by SCT. DGAT will own those
electronic devices and dara, and may share it with the motor carrier and the FMCSA.

d. Provide the following driver information o the Administration of Protective and Preventive Medicine of Transport (DGPMP,
Direccién Genetal de Proteccién y Medicina Preventiva): social security nuraber, passport number, commercial driver license
number, proof of address, medical certificate and photograph (17 x 1.27) of the drivers who participate in the program.

Section 3

Provisional Authority for Mexican-domiciled motor carriers under U.S. laws and regulations

1. -Upon notification by EMCSA that the application for authority is to be granted, the applicant motor carrier is to file proof of U.S.

insurance with FMCSA to obtain provisional authority to perform international freight cross-border trucking services in the United
States.

Motor carriers are to have provisional authority for not less than 18 months of operation. A motor carrier with provisional authority
that participated in the 2007-2009 Demonstration Project, and maintained safe operations for the total number of months it
performed international freight cross-border trucking services under the Demonstration Project, is to receive credit for the number of

‘months it operated in the Demonstration Project, and therefore is not to be subject to Stage 1 inspections, as described in paragraph

5
Motor carriers with provisional authority are to be subject to all FMCSRs, and all U.S. laws, rules, and regulations.

For the length of the initial phase, FMCSA is to provide and pay for the installation of Electronic On-Board Recorders (EOBRs) on
participating vehicles, until such time as required by U.S. law or regulation. The motor carriers are to submit te the installation of
such devices on participating vehicles. FMCSA is to own the EOBR equipment and data and may share such data with the motor
carriers and DGAE

Stage 1 — At the beginning of the motor carrier’s provisional authority, participating vehicles and drivers are to be inspected upon
each entry into the Uniied States for three (3) months. A motor carrier is to be inspected at feast three (3) times during Stage 1,
however, if not, the time may be extended beyond three (3) months.

gtage 2 — Upon FIMCSA’s review of a movor carrier’s first three (5) months of provisional authotity operations, and upon a satisfactory
outcome of the review, participaring vehicles of 2 moror carvier with provisional anthoricy are no lenger o be inspercted upon each
entry into the Unired States. Inspections thereafter are to oceur at 2 level more comparable to those of motor cartiers operating in
the United States commercial zone, but sufficient i meet the legal requiremenss for a statistically valid sample of safety dara. Movor

carriers are to continue to malatain current CVSA saferv decals in compliance with 49 CER Pari 383, as may be amended.

Stage 3 — Pursuant o 49 CFR Parc 385, prior to the moror carrier seaching 16 months of operation under provisional authority,
FMCSA is wo conduct a Compliance Review. If the motor carrier veceives u sadisfactory safety rating as a result of the compliance
review, the mowe carcler Is to be granved penvanent auihosivy. In aveordance wich 4% CFR Fart 385, motor carriers thae do nor
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receive a satisfactory safety rating arc w be notified by FMCSA of their deficiencies and provided the opportunity to undergo
another Compliance Review no sooner than 60 days after notification. Provided the motor carrier does not receive an unsatisfactory
safety rating, the motor carriers may retain their provisional authority while correcting the deficiencies. If the motor carrier receives
an unsatisfactory safety rating, the motor catrier is not to be permitted to operate within the United States until such time as the
deficiencies are corrected. Failure ro correct deficiencies would subject the motor carrier to the revocation of provisional authority

by EMCSA.

Section 4

Provisional Authority for United States-domiciled motor carriers under Mexican laws and regulations

1.

Upon notification by the DGAFE that the application for authority is to be granted: the applicant motor carrier is to file a valid
Mexican liability insurance policy for damage to third-parties with coverage in Mexico for a minimum amount of 19,000 days
of minimum wage in the Federal District and proof of payment of the premium. The insurance policy must contain the Vehicle
Identification Number (VIN) of each insured unit. This policy must be granted from a Mexican insurer with coverage in all of
the territory of Mexico, a minimum validity of one year, and an endorsement to renew and not cancel before 30 days prior to the
expiration of the policy.

Stage 1 - At the beginning of the motor carrier’s provisional authority, participating vehicles and drivers may be inspected upon each
entry into Mexico for three (3) months by personnel designated for this purpose.

Stage 2 — If motor carriers pass inspections at the border crossings into Mexico duting the period in question, they will no longer to
be inspected upon each entry into Mexico and will eccur randomly. Motor carriers are to continue to maintain current CVSA safecy
decals or a physical-mechanical verification cerrificate pursuant vo NOM-068-SCT-2-2000.

Stage 3 — Prior to the motor carrier reaching 18 months of operation under provisional authority, DGAF is to conduct a review to
verify compliance with all federal motor carrier regulations of Mexico, and will also consider the following:

a. Reports of violations;

b. Reports of fatigue driving:

¢. Compliance with regulations by dtivers, including those on controlled substances and alcohol;
d. Reports of vehicle maintenance;

e. Accident records; and

f. Maintain a satisfactory rate of security, in compliance with the FMCSA criteria.

If the ourcome of the compliance review is unsatisfactory, the motor carrier will be notified by DGAF of its deficiencies and will have
the opportunity to cotrect them within a period of 30 days. ‘The motor carrier can maintain its provisional authority while correcting the
deficiencies. Failure to correct deficiencies would subject the motor carrier to the revocation of provisional authority by DGAE.

Section 5

Permanent Authority of Mexican-domiciled motor carriers under U.S. laws and regulations

1.

'lx)

L8]
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Motor carriers that receive a satisfactory safety rating after a compliance review and coiplete at least 18 months of operation are to be
granted permanent operating authority. Moror carriers that participated in the 2007-2009 Demonstration Project are to be granted
permanent operating authority commensurate with the amount of dme the motor carrier operated during the Dernonstration
Project.

To maintain permanent operating authority, motor carriers are 1o comply with all FMCSRs and applicable provisions of the HMRs,
conrinue ro rensw their CVSA eafery decals for 3 vears, malntain a sadsforory safety record, 2nd not erceed the seope of thelr
operating authority.

Jn an ongoing basis, motor carriers are to update diiver and veiicle records with FMCSA. Failure to comply with chis requirement.
as well as other applicable laws and reguladions, may result in the revocation of operating authorty.

Any additional vehicles or drivers the motor carrier wishes to include in the program are vo be 2pproved by FMCSA.
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5. Motor carriers who complete Stage 3 of the initial phase may convert their permanent operating authority, granted during the initial

phase, to standard permanent operating authoricy upon the rermination or conclusion of the initial phase.

Section 6

Permanent Authority of United States-domiciled motor carriers under Mexican laws and regulacions

1.

Mortor carriers that demonstrate compliance with all federal motor carrier regulations of Mexico may obtain a permanent operating
authority by DGAE for which the motor carrier, for each of its participating vehicles must have:

a. Policy of liability insurance for damage to third party property or persons; and
b. Certificates of low emission of pollutants.

"The decision shall be issued within a period of 30 calendar days from the filing of all compliance requirernents and a satisfactory
outcome of the compliance review. If after this period, DGAF has not issued a decision, it shall be understood as affirmative.

To maintain permanent authority, motor carriers are to comply with all federal motor carrier regulations of Mexico and maintain a
satisfactory safery rating according to FMCSA criteria, and to comply with the rules to be published in the Official Gazette of the
Federation (Diario Oficial de la Federacién, DOF).

Failure to comply with these requirements, as well as other applicable laws and regulations, may resukt in the application of sanctions
under the existing laws.

Any additional vehicles or drivers the motor carrier wishes to include in the program are to be approved by DGAE

Section 7

Initial Phase -- Statistically Valid Sample

In accordance with the provisions of Title 49 of the United States Code, Section 31315{c), FMCSA must use a statistically valid sample

to determine whether the initial phase achieved success.




