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Recovery Report:

Barry Callebaut AG 's Recovery Rating Profile
Table 1

Barry Callebaut AG Credit Profile
Corporate credit rating*
BB+/Stable/-Estimated enterprise value at default (mil. CHF)

1.600

Year of default

2012

Facility/issuer

Outstanding at default
(mil. CHF)

Issue
rating

540

BB+

4

30-50

2017

1,320

BB+

4

30-50

2012 and
2013

570

NR

N/A

N/A

N/A

Recovery Expected recovery
rating
(%)

Maturity

Unsecured debt
Barry Callebaut Services N.V.
€350 million unsecured notes
Barry Callebaut AG and Barry Callebaut Services N.V.
€850 million revolving credit facility
Barry Callebaut AG and various subsidiaries
About CHF570 million of commercial paper and
financial obligations
*On April 27, 2009. N/A--Not applicable. NR--Not rated.

Recovery Rationale
The debt ratings on the €350 million unsecured bonds due 2017 issued by Barry Callebaut Services N.V., and the
ratings on the €850 million unsecured revolving credit facility (RCF) taken on by Barry Callebaut Services N.V. and
its parent company Switzerland-based chocolate company Barry Callebaut AG (Barry Callebaut; BB+/Stable/--); are
'BB+', in line with the corporate credit rating on Barry Callebaut. The recovery rating on these debt instruments is
'4', indicating our expectation of average (30%-50%) recovery in the event of a payment default.
The recovery rating on the unsecured debt reflects our valuation of the group as a going concern--which is
underpinned by the company's strong market positions worldwide and by the rather high barriers to entry in terms
of cost of capital, know-how and customer base--resulting in a stressed enterprise value at our simulated point of
default in 2012 of about CHF1,600 million.
At the same time, the rating is constrained by the unsecured nature of the debt and by Barry Callebaut's exposure to
multiple insolvency regimes post-default, which we think could significantly delay the recovery prospects.
Our recovery analysis assumes that the waterfall of post-default payment priorities would remain unchanged, with
the unsecured loan ranking pari passu with the unsecured bonds post-default. However, unsecured bondholders
could be left with negligible (0%-10%) value in a scenario where lenders of the credit facility are granted security or
achieve a senior claim, for example in return for waiving or resetting covenants ahead of a default.
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Recovery Report: Barry Callebaut AG 's Recovery Rating Profile

Business Description
Barry Callebaut is a vertically integrated and geographically diversified chocolate company, with operations
including the sourcing of cocoa beans and the supply of cocoa-derived products to the food industry. More
specifically:
• The cocoa division sources raw materials and supplies the company's other divisions with semifinished products
of cocoa liquor and cocoa butter. Some business is with third parties.
• The food manufacturers division supplies industrial chocolate and ready-to-use fillings to food manufacturers.
• The consumer products division sells consumer chocolate to retailers under the group's own brands and private
labels. The German market, where the general retailing environment is difficult, makes up about 70% of
European sales. However, this division will soon disappear as the company has decided to stop operating in this
segment.
• The gourmet and specialties division supplies premium and specialty products to artisanal users (chocolatiers,
pastry chefs, bakeries, restaurants) and vending mixes (chocolate blends used in vending machines).

Corporate Credit Rating Rationale (BB+/Stable/--)
The ratings on Switzerland-based Barry Callebaut AG reflect its aggressive financial profile, offset to some extent by
its enhanced position as the world's largest and sole independent global supplier of cocoa and chocolate products to
the food industry.
For further details about our rating on Barry Callebaut, please see our Dec. 15, 2008, full analysis "Barry
Callebaut," and our April 30, 2009, summary "Barry Callebaut," available on RatingsDirect.

Recovery Analysis
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Recovery Report: Barry Callebaut AG 's Recovery Rating Profile

Table 2

Barry Callebaut AG Stressed Valuation
Year of default
LIBOR/margin rise(%)

2012
5.00
--Results--

--Simplified waterfall--

Full year ended Aug. 31, 2008 EBITDA (mil. CHF)

446 Stressed enterprise value (2012; mil. CHF)

EBITDA at default (2012; mil. CHF)

265 Implied enterprise value/EBITDA multiple (x)

Current enterprise value (mil. CHF)*

3,574 Priority liabilities (mil. CHF)
Pari passu unsecured obligations (mil. CHF)**
Recovery on the unsecured debt

1,600
6.0
650
2,250
30%-50%

CHF--Swiss francs. *Source: CapitalIQ. **Including pre-petition interest.

Table 3

Barry Callebaut AG Recovery Summary
Security

We have assumed that the current pari passu ranking of the unsecured €850 million revolving credit facility -- lent on by Callebaut
Services NV and Barry Callebaut AG and guaranteed by the majority of the subisidaries -- and the unsecured €350 million bonds issued
by Barry Callebaut Services NV and guaranteed by some subsidiaries (which, at the time of the issuance, were the same guarantors
than those of the RCF, to the exception of one guarantor) would remain unchanged.

Insolvency
regime

Swiss Headquarters but multi-jurisdictional exposure

Valuation
method

Very strong market positions and rather high barriers to entry in terms of cost of capital, know-how and brand name underpin a
going-concern valuation

Security package
The €850 million revolving credit facility lent to Barry Callebaut AG and Barry Callebaut Services N.V., is
unsecured and guaranteed by some of the subsidiaries representing at least 65% of net tangible assets, 70% of
consolidated EBITDA, and 75% of sales value.
The €350 million bonds are unsecured unsubordinated obligations of Barry Callebaut Services N.V. and guaranteed
by some of the subsidiaries; which, at the time of the issuance, were the same guarantors as those of the RCF. The
guarantee of the bonds would be released in the event of the corporate credit rating being raised to investment
grade, or if no other indebtedness (including the RCF) is guaranteed by the guarantors or any member of the group.
At the date of the issuance (May 2007), the bonds' guarantors represented more than 75% of consolidated EBITDA
and net sales.
In the waterfall of post-default payment priorities, we have assumed that the €850 million RCF and €350 million
notes would remain pari passu.

Documentation
The €350 million bonds' documentation includes some nonfinancial covenants, in particular a negative pledge
allowing for a maximum of additional secured debt to be raised, equal to 40% of net tangible assets as per the
group's most recent annual or semiannual balance sheet. The documentation contains a cross-acceleration clause,
and is governed by the laws of England and Wales.
The credit facilities include a series of financial covenants on net debt leverage, interest coverage, and solvency ratio
(shareholder's equity to total assets), as well as nonfinancial covenants including restrictions on the company's
ability to raise additional debt, dispose of assets, or enter into M&A activity. The documentation contains a
cross-default clause and is governed by the laws of England.
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Insolvency regime
The group is headquartered in Switzerland, a jurisdiction that we see as favorable for secured and unsecured
creditors (please refer to our article "Debt Recovery For Creditors And The Law Of Insolvency In Switzerland,"
published Jan. 18, 2007).
But the company operates in a variety of jurisdictions, mainly in Europe, the U.S., Canada, Asia-Pacific, and Africa.
Approximately 75% of EBITDA is generated from the guarantor subsidiaries. Given the number of distinct
operations, any insolvency process that incorporated multi-jurisdictional proceedings would be likely to delay
ultimate recovery prospects.

Simulated default scenario
To calculate recoveries, Standard & Poor's has simulated a default scenario. Given Barry Callebaut's strong business
risk profile, leading market position, well-known customer base, and long-term contracts with established players in
the chocolate industry, we have valued the company on a going-concern basis.
Our simulated default scenario assumed a potential combination of the following factors:
• Sustained decline in revenues from the core business markets, which could come about from a more competitive
environment coupled with possible contamination in some plants;
• The superior-quality cocoa supply could also be affected since most of this produce is dependent on politically
unstable West African countries;
• Accelerated capital expenditure investment is expected on account of long-term contracts signed with
multinationals; and
• Higher interest costs, reflecting the increasing margin and potential waiver fee payments.
Under this scenario, EBITDA is forecast to decline by about 40%.

Valuation
We have simulated a default in 2012, at which point EBITDA would be about CHF265 million. We have valued the
business at about CHF1,600 million, using a market multiple approach, supported by an analysis of historical and
current trading data of the group and some of its listed peers. This translates into a blended EBITDA multiple of
about 6.0x at default. This compares with a stress multiple of about 5.6x that we have applied in the case of
weaker-positioned commodity-like peer Tereos Union de Cooperatives Agricoles a Capital Variable. The higher
distressed multiple reflects the company's well-known customer base with long-term contracts. At the point of
default, we have assumed that the RCF would be fully drawn.
After deducting priority liabilities of about CHF650 million comprising enforcement costs and priority debt
facilities, we have calculated a coverage in the 30%-50% range for the unsecured instruments, hence our recovery of
'4' on the bonds and RCF.
Our recovery analysis assumes that the current pari passu ranking of the unsecured loan and of the unsecured bond
would remain unchanged post-default. However, unsecured bondholders could be left with negligible (0%-10%)
value in a scenario where lenders of the credit facility are granted security or achieve a senior claim, for example in
return for waiving or resetting covenants ahead of a default.
Additional Contact:
Industrial Ratings Europe; CorporateFinanceEurope@standardandpoors.com
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