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Rating Action Overview
PRIMARY CREDIT ANALYST

- Mexican infrastructure developer Impulsora del Desarrollo y el Empleo en America Latina S.A.B.
de C.V. (IDEAL) has a diversified portfolio of toll roads, water treatment plants, and logistic
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- A majority of IDEAL's portfolio is fully operational, and the company is finalizing construction of

the committed investments of IDEAL from Mitla-Tehuantepec and Las Varas-Puerto Vallarta
during the first half of 2025. As a result, we expect a further reduction in leverage, while upside
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- The stable outlook reflects our expectations of ongoing distributions from its 22 subsidiaries,
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amounting to around MXN7 billion-MXN8 billion per year, which should translate to debt to +52(55)5081-4497
EBITDA of about 0.5x-1.0x and funds from operations (FFO) to debt near to 100% for the next daniel.castineyra
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Rating Action Rationale

We have seen improvement in IDEAL's credit metrics, and we expect weighted average debt to
EBITDA, absent new acquisitions, of about 0.5x-1x for the next 24 months and FFO to debt near
100%. Inthe past five years, IDEAL has adopted a conservative growth strategy focused on the
finalization of the construction of the committed investments of the toll roads Mitla-Tehuantepec,
Las Varas-Puerto Vallarta, and Toluca-Atlacomulco, expected to be completed in 2025. In our
view, capital expenditure (capex) needs for the upcoming years will remain low, mainly because
the company doesn't have any new projects in the pipeline in the near to medium term.

IDEAL's revenue generation comes from the distribution from mature toll roads, which amounts to
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90% of its total assets. Traffic on these toll roads performed consistently above the GDP of Mexico
in the recent years, and we believe the current positive trend will persist for the following years.
The company also benefited from tariff increases linked to inflation. In addition, its water
treatment projects and availability roads haven't experienced delays in the past years, as we have
seen with other availability roads in Mexico.

Despite the previous government's announcement of a possible acquisition of Mitla-Tehuantepec
toll road, we believe that the chances of this occurring are low. As a result, we continue to consider
this asset contributing to IDEAL's cash flows.

Despite improved leverage metrics, we don't see an upside to our rating on IDEAL, which is
capped by the foreign currency sovereign credit rating on Mexico (BBB/Stable/A-2). In our view,
the domestic regulator has a significant influence on the rate-setting mechanism, which could be
affected in a sovereign stress event. Moreover, in a scenario of very high inflation, we don't believe
toll-road rates would rise substantially, and dividends distributions from IDEAL's operating
companies would weaken.

Outlook

The stable outlook reflects our expectations of ongoing distributions from IDEAL's 22 subsidiaries,
amounting to around MXN7 billion-MXNB8 billion per year. This should translate to debt to EBITDA
at about 0.5x-1.0x and FFO to debt near 100% for the next two years.

Downside scenario

We could lower the rating on IDEAL if we take a negative rating action on Mexico. We could also
take a negative rating action if the company adopts an aggressive organic growth strategy by
acquiring new projects financed at the holding company level, which could result in deteriorating
debt to EBITDA above 1.5x or FFO to debt below 60%.

Upside scenario

The sovereign's credit quality limits our global scale rating on IDEAL. Therefore, we could raise the
rating or revise the outlook on IDEAL to positive if we were to take the same rating action on
Mexico and if we see a strengthening of the company's stand-alone credit profile (SACP).

We could revise up the SACP, if, for example:

- Dividend distributions from its 22 subsidiaries strengthen, resulting in consistent debt to
EBITDA of 0.5x and FFO to EBITDA of more than 100%; and

- The company continues to adopt a moderate growth strategy for its portfolio, resulting in
acquisitions financed at the project level.

Company Description

IDEAL is a holding company with 22 subsidiaries that have concessions and long-term agreements
for operating toll roads, water treatment plants, and logistic terminals, as described below.

- Sixteen highways, with aggregate network about 1,429.8 kilometers (km) long in Mexico, with
remaining concession term above 20 years.
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- Two water treatment plants with a capacity of 36.27 cubic meters per second.

- Logistic terminals, which have a flow of about 800,000 passengers per day, with access to the
metro, public buses, and taxi transportation, as well as the terminals' shopping areas.
Revenues from these include parking fees, leases for commercial spaces, and other
commercial activities.

- The largest electronic toll system in Mexico.

Our Base-Case Scenario

Given that all of IDEAL's projects are based in Mexico, we project expected dividends generated by
the projects using our GDP growth expectations for Mexico. We also consider Mexico's forecast
inflation. In our opinion, there is a positive correlation between economic activity and traffic
growth, the electronic toll system users, and the use of transport terminals. In addition, most of
the project's tariffs are adjusted annually by inflation.

For more detail on our Mexican GDP and inflation forecasts, see our latest economic outlook,
"Economic Outlook Emerging Markets Q4 2024: Lower Interest Rates Help As Pockets Of Risk
Rise," published on Sept. 24, 2024.

Assumptions
- Mexican GDP growth of 1.6% for 2024, 1.5% for 2025, and 2.6% for 2026 onward.

- Mexican inflation rising to 4.8% for 2024, 3.9% for 2025, 3.2% for 2026, and 3% from 2027
onward.

- Full operations of the Mitla-Tehuantepec, Las Varas-Puerto Vallarta, and Toluca-Atlacomulco
highway projects in 2024 and 2025.

- Debt at the holding company level of about MXN5.7 billion, which consists of short-term credit
lines with various banks, which are rollover. We believe the company will continue to finance its
investments at the project level.

- Capex of about MXN4 billion for 2025 and MXN630 million to conclude the pending investments
of the projects mentioned above. Going forward, we don't expect relevant capex since there are
no new projects under construction, while maintenance capex is funded at each concession
level.

- Dividend distribution to IDEAL's shareholders of about MXN3.5 billion per year for the upcoming
years.

Key metrics

- Distribution of dividends from the projects to IDEAL for about MXN7 billion-MXN8 billion per
year for the next two to three years.

- Debt-to-EBITDA ratio between 0.5x-1x for the following 12-24 months.

- Funds from operations to debt near to 100% for the following 12-24 months.
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Liquidity

In our assessment, IDEAL's cash sources would exceed its cash uses by more than 1.2x for the
next 12 months, even if distributions were to fall by 15%.

Principal liquidity sources

- Cash and cash equivalents of MXN10 billion at the end of the second quarter of 2024.

- Projected operating cash flows of MXNB billion-MXN7 billion for the next 12 months.

Principal liquidity uses
- Capex of around MXN2 billion-MXN2.5 billion for the next 12 months.

- Short-term debt maturities for credit lines of about MXN5.8 billion for the next 12 months.

- Dividends of about MXN3.5 billion-MXN4 billion for the next 12 months.

Environmental, Social, And Governance

Environmental, social, and governance factors have an overall neutral influence on our credit
rating analysis of IDEAL. We view social factors as a key element in our analysis, given that
insecurity issues have spiked in recent years in Mexico, which boost the traffic of IDEAL's safer toll
roads.

Ratings Score Snapshot

Issuer Credit Rating BBB/Stable/--

Business risk: Satisfactory
Country risk Moderately High
Industry risk Moderately High
Competitive position Satisfactory

Financial risk: Intermediate
Cash flow/leverage Intermediate

Anchor bbb

Modifiers:

Diversification/Portfolio effect Neutral (no impact)

Capital structure Neutral (no impact)
Financial policy Adequate (no impact)
Liquidity Adequate (no impact)

Management and governance  Neutral (no impact)

Comparable rating analysis Neutral (no impact)
Stand-alone credit profile: bbb
Group credit profile bbb
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Entity status within group Core

Related government rating Not applicable

Rating above the sovereign Capped at 'BBB'

Related Criteria

- Criteria | Corporates | General: Methodology: Management And Governance Credit Factors For
Corporate Entities, Jan. 7, 2024

- Criteria | Corporates | General: Corporate Methodology, Jan. 7, 2024

- General Criteria: Environmental, Social, And Governance Principles In Credit Ratings, Oct. 10,
2021

- General Criteria: Group Rating Methodology, July 1, 2019
- Criteria | Corporates | General: Corporate Methodology: Ratios And Adjustments, April 1, 2019
- Criteria | Corporates | Industrials: Methodology For Rating Project Developers, March 21, 2016

- Criteria | Corporates | General: Methodology And Assumptions: Liquidity Descriptors For Global
Corporate Issuers, Dec. 16, 2014

- General Criteria: Country Risk Assessment Methodology And Assumptions, Nov. 19, 2013
- General Criteria: Methodology: Industry Risk, Nov. 19, 2013

- General Criteria: Ratings Above The Sovereign--Corporate And Government Ratings:
Methodology And Assumptions, Nov. 19, 2013

- General Criteria: Principles Of Credit Ratings, Feb. 16, 2011

Ratings List

Ratings Affirmed

Impulsora del Desarrolloy el Empleo en
America Latina S.A.B. de C.V.

Issuer Credit Rating BBB/Stable/--

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors,
have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.spglobal.com/ratings for further information. Complete ratings
information is available to RatingsDirect subscribers at www.capitalig.com. All ratings affected by this rating action
can be found on S&P Global Ratings' public website at www.spglobal.com/ratings.
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