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Recovery Report:

Urbi Desarrollos Urbanos S.A.B. de C.V.'s
Senior Unsecured Notes
On Aug. 29, 2008, Standard & Poor's Ratings Services assigned its recovery rating on Urbi Desarrollos Urbanos S.

A. B. de C. V.'s (Urbi) $150 million senior unsecured notes maturing in 2016. The notes are rated 'BB-' (the same as

the long-term corporate credit rating), with a recovery rating of '3', indicating that lenders can expect meaningful

(50%-70%) recovery in the event of payment default.

The distinctive characteristics of particular jurisdictions' insolvency regimes have a significant effect on the amounts

ultimately recovered, the time to recover such amounts, and the overall predictability of the process. Based on our

review, we have assessed Mexico's insolvency regime as a Group B jurisdiction, resulting in the capping of both

recovery and issue ratings.

Our classification results in jurisdiction-specific adjustments to our recovery ratings, namely the capping of both

recovery ratings and the differential between the issuer credit and issue ratings in countries where we expect

debtor-friendly insolvency regimes to affect the recovery process and actual recovery rates negatively. These caps

increase the transparency and consistency of our assessments of the effect of countries' insolvency rules--especially

countries that are less creditor-friendly--when assigning recovery and issue ratings. (Please refer to "Update On

Post-Default Recovery in Latin America," published Jan. 8, 2008, on RatingsDirect.)

The assignment of the recovery rating follows the introduction of the new recovery methodology that replaces the

traditional notching guidelines we have been using for speculative-grade issuers in Mexico. (See "Introducing

Recovery Ratings In Mexico" and "Debt Recovery For Creditors And The Law Of Insolvency In Mexico," both

published Sept. 19, 2007, on RatingsDirect.)

The notes are senior unsecured obligations, ranking equally in right of payment with Urbi's existing and future

senior unsecured indebtedness, senior in right of payment to all of its existing and future subordinated indebtedness,

and junior to all of its existing and future secured indebtedness and all other indebtedness owed to statutorily

preferred creditors. All of Urbi's existing subsidiaries guarantee the notes.

The likelihood of default for Urbi's debt is reflected in the 'BB-/Stable/--' corporate credit rating, which has not

changed. (For the complete corporate credit rating rationale on Urbi, see Urbi Desarrollos Urbanos S.A.B. de C.V.,

published March 27, 2008, on RatingsDirect.)

Table 1

Urbi Desarrollos Urbanos S.A.B. de C.V. --Credit Profile

Corporate credit rating BB-/Stable/--

Facility/Issue Issue rating Recovery rating Expected recovery (%) Maturity Repayment

$150 mil. senior unsecured notes BB- 3 50-70 2016 Bullet
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Recovery Analysis

Simulated default scenario

Our simulated default scenario assumes a sharp and unexpected slowdown in the amount of mortgages financed by

Instituto del Fondo Nacional de la Vivienda para los Trabajadores (Infonavit), as Urbi generates about 70% of its

total revenues through this institution. The scenario also envisions that Urbi would continue its aggressive growth

plan during the next years despite the aforementioned slowdown in loans from Infonavit. High working capital

requirements to finance double-digit growth would restrict free operating cash-flow generation, leading to additional

indebtedness with suppliers and longer inventory and trade receivables cycles, until the company consumes all its

cash balances and is unable to pay its interest expenses.

Specifically, our default scenario contemplates:

• Default year is 2011;

• A sharpened slowdown of Infonavit's activity beginning in 2008;

• Double-digit growth in revenues until 2011;

• Stable gross and EBIT margins;

• The company consumes all its cash to finance larger operating cycles, and the trade receivables turnover is 250

days; and

• Additional indebtedness through unsecured debt and suppliers.

Valuation

As Urbi recognizes revenues under the percentage-of-completion method of accounting, which requires the company

to recognize revenues as it incurs the cost of construction and prior to receipt of actual cash, we have chosen to

evaluate the enterprise's recovery using a discrete asset valuation approach, that is, we are assuming liquidation in

an event of default or insolvency.

The company's primary assets are trade receivables and inventories. For our default scenario, we assumed trade

receivables increase until the company consumes all its cash balances, reaching a trade receivable turnover of 250

days. At that level, we applied a discount rate of 65%, assuming a substantial weakening in the quality of accounts

receivable.

Moreover, to estimate inventory value, we considered only the value of land, which normally represents about 10%

of the projects' total cost.

The aforementioned assets produced a total value of $1,281 million; however, we deducted about $194 million

related to the following items to obtain a net collateral value for unsecured claims:

• Mortgage loan with Banco del Bajio;

• Recourse factoring facility; and

• Maintenance capital expenditures.

These assumptions yield a net collateral value available for unsecured claims of $1,087 million. Compared to our

estimate of total unsecured claims of $1,837 million, we obtain a '3' recovery rating, suggesting the expectation of

meaningful (50%-70%) recovery.
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Results

The result of this analysis provides meaningful (50%-70%) recovery of principal for the senior unsecured notes.

Transaction Summary
Table 2

Transaction Summary

Facility Senior unsecured notes

Borrower Urbi Desarrollos Urbanos S.A.B. de C.V.

Guarantors All existing and future subsidiaries.

Structure No amortization until maturity.

Legal jurisdictions/issues U.S.

Key covenants Incur additional indebtedness, pay dividends on its capital stock or redeem, grant liens, repurchase or retire its capital
stock or subordinated indebtedness, engage in transactions with affiliates, make certain investments and take part in a
merger, consolidation and asset sale transactions.

Standard & Poor’s RatingsDirect  |  August 29, 2008 4

Standard & Poor's. All rights reserved. No reprint or dissemination without S&P's permission. See Terms of Use/Disclaimer on the last page. 668749 | 300374394

Recovery Report: Urbi Desarrollos Urbanos S.A.B. de C.V.'s Senior Unsecured Notes



Copyright © 1994-2008 Standard & Poor's, a division of The McGraw-Hill Companies. All Rights Reserved.

Any Passwords/user IDs issued by S&P to users are single user-dedicated and may ONLY be used by the individual to whom they have been assigned. No sharing of
passwords/user IDs and no simultaneous access via the same password/user ID is permitted. To reprint, translate, or use the data or information other than as provided
herein, contact Client Services, 55 Water Street, New York, NY 10041; (1)212.438.9823 or by e-mail to: research_request@standardandpoors.com.

Ratings Services receives compensation for its ratings. Such compensation is normally paid either by the issuers of such securities or third parties participating in marketing
the securities. While Standard & Poor's reserves the right to disseminate the rating, it receives no payment for doing so, except for subscriptions to its publications.
Additional information about our ratings fees is available at www.standardandpoors.com/usratingsfees.

Analytic services provided by Standard & Poor's Ratings Services (Ratings Services) are the result of separate activities designed to preserve the independence and objectivity
of ratings opinions. The credit ratings and observations contained herein are solely statements of opinion and not statements of fact or recommendations to purchase, hold, or
sell any securities or make any other investment decisions. Accordingly, any user of the information contained herein should not rely on any credit rating or other opinion
contained herein in making any investment decision. Ratings are based on information received by Ratings Services. Other divisions of Standard & Poor's may have
information that is not available to Ratings Services. Standard & Poor's has established policies and procedures to maintain the confidentiality of non-public information
received during the ratings process.

Copyright © 2008 Standard & Poor's, a division of The McGraw-Hill Companies, Inc. (S&P). S&P and/or its third party licensors have exclusive proprietary rights in the data or
information provided herein. This data/information may only be used internally for business purposes and shall not be used for any unlawful or unauthorized purposes.
Dissemination, distribution or reproduction of this data/information in any form is strictly prohibited except with the prior written permission of S&P. Because of the
possibility of human or mechanical error by S&P, its affiliates or its third party licensors, S&P, its affiliates and its third party licensors do not guarantee the accuracy,
adequacy, completeness or availability of any information and is not responsible for any errors or omissions or for the results obtained from the use of such information. S&P
GIVES NO EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE
OR USE. In no event shall S&P, its affiliates and its third party licensors be liable for any direct, indirect, special or consequential damages in connection with subscriber's or
others use of the data/information contained herein. Access to the data or information contained herein is subject to termination in the event any agreement with a third-
party of information or software is terminated.

www.standardandpoors.com/ratingsdirect 5

668749 | 300374394


	Research:
	Recovery Analysis
	Simulated default scenario
	Valuation
	Results

	Transaction Summary


