Alejandro Sainz.-
Rigging the Game In Mexico: The Role of Intercompany Claims

EMTA

The Vitro Effect: Troubling
Developments in

Mexican Insolvency Law
December 7, 2011



Alejandro Sainz.-
Rigging the Game In Mexico: The Role of Intercompany Claims

Issues:

Contractual Covenants
Subordination
Vote of Intercompany Claims
Guarantors
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What Concursos Law provides?

e Concept of Debtor- Art 4
e Controlled entities- Art 15

* Look-back or hardening period: 270 calendar days.-
extensions? Art 112

* Fraudulent conveyances — Arts 113-119

e Class of creditors: Creditors with a special privilege?
Arts 217, 220-222
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e Recognized creditors - Debt recognition, ranking and
grading Judgment

e Effects of Subrogation

* Intercompanies formed in the ordinary course of
business vs fraudulent conveyances

e Federal Institute of Business Reorganization Specialists
[Instituto Federal de Especialistas de Concursos
Mercantiles]

 Intercompanies should vote?
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What Mexican companies could attempt to do?

* Create intercompany claims (out of the ordinary course of
business?)

* Wait 270 days
* File a Plan
e Cram-down

* Attempt to release obligations of guarantors



Alejandro Sainz.-
Rigging the Game In Mexico: The Role of Intercompany Claims

How to structure mechanism to minimize the risk?

e Subordination

e Banning the voting of any subsidiaries’ claims in the event of a future
debt restructuring

Restrictions on the creation of any new intra-company obligations

Revolving credit facility

Trust

Secured vs common creditors

Security interests: Pledge-Mortgage vs Guaranty Trusts
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Amendments to the Concursos Law
°Look-back period

sIntercompanies: Vote // Recognition of
claims

*Treatment of holders of debt
instruments (bonds-notes)
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