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Research Update:

Bertelsmann SE & Co. KGaA's Hybrid Equity
Content Revised To "Intermediate"; 'BBB+/A-2'
Ratings Affirmed

Overview

e CGermany-based nedia group Bertel snann SE & Co. KGA has waived a certain
call option right inits hybrid security docunentation

e As a result, we have revised our assessnent of the equity content of
Bertel smann's hybrid to "internedi ate."

« W are affirnmng our 'BBB+ corporate credit ratings on Bertel smann and
its core subsidiary RTL Group S. A. The outl ook renai ns stable.

Rating Action

On Nov. 13, 2015, Standard & Poor's Ratings Services affirnmed its ' BBB+/ A-2'
| ong- and short-termcorporate credit ratings on Bertel smann SE & Co. K&GA and
its core subsidiary RTL Group S. A. The outl ook renai ns stabl e.

We also affirned our 'BBB+' issue credit rating on the senior unsecured debt
and our 'BBB-' issue credit rating on the hybrid capital issued by Bertel smann
(1 SINs XS1222594472 and XS1222591023).

Rationale

The affirmation reflects our revised assessnent of the equity content of
Bertel smann's hybrid capital to "internediate" from"mninal" foll ow ng
Bertel smann' s announcenent that it has, by a legally binding declaration of
wai ver, unconditionally and irrevocably waived a certain call option for the
hybrid related to a "rating event" appearing in the hybrid' s docunentation

The call option in question gives Bertelsnmann the right to call the hybrid if
"equity content” is lowered as a result of a change in Bertel snann's rating.
As we expl ained in our announcenent of our renoval of equity content from
various issuances (see "Standard & Poor's Affirms Various Ratings Foll ow ng
Revi ew OF Corporate Hybrid Equity," published on GCct. 27, 2015, on
RatingsDirect), this type of clause weakens our expectation that the issuance
will remain a permanent part of the issuer's capital structure.

Inline with the appendi x that we have added to "Criteria Clarification On
Hybrid Capital Step-Ups, Call Options, And Repl acement Provisions,"” to address
several frequently asked questions (see "S& Expl ains Treatnment O Step-Ups,
Deeds, And Waivers For Certain Hybrids," published Nov. 13, 2015, for nore
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details), we considered the terns of the waiver, its public nature, the

ci rcunst ances under which it could be nodified, the |ikelihood of its breach
and whet her the other features of the hybrid are consistent with
"internedi ate" equity content. W concluded that Bertel smann's wai ver of the
call option sufficiently mtigates the risks of call and have accordingly
reassessed the equity content of Bertelsmann's hybrid security to
"intermediate" from"mninmal." As a consequence, we now regard the hybrid
securities as 50% equity when calculating credit ratios. Al though we have
revised Bertelsmann's credit ratios, the change is within the tolerance of the
rati ngs and outl ook and, accordingly, none of the ratings on Bertel smann are
affected by the revision of equity content to "internediate."

Ratings Score Snapshot

Corporate credit rating: BBB+/ Stabl e/ A2

Busi ness risk: Satisfactory

e Country risk: Very |ow

* Industry risk: Internediate

« Competitive position: Satisfactory

Financial risk: Internediate
e Cash flow | everage: Internediate

Anchor: bbb

Modi fiers

« Diversification/portfolio effect: Neutral (no inpact)
e Capital structure: Neutral (no inpact)

e Liquidity: Strong (no inpact)

 Financial policy: Neutral (no inpact)

 Managenent and governance: Satisfactory (no inpact)
 Conparable ratings anal ysis: Positive (+1 notch)

Related Criteria And Research

Related Criteria

* Met hodol ogy And Assunptions: Liquidity Descriptors For d obal Corporate
| ssuers, Dec. 16, 2014

* Key Credit Factors For The Media And Entertainment Industry - Decenber
24, 2013

e Corporate Methodol ogy, Nov. 19, 2013

» Corporate Methodol ogy: Ratios and Adjustnments, Nov. 19, 2013

e Group Rating Methodol ogy, Nov. 19, 2013

* Met hodol ogy And Assunptions: Assigning Equity Content To Corporate Entity
And North Anerican |Insurance Hol di ng Conpany Hybrid Capital |nstrunents,
April 1, 2013

e Criteria Carification On Hybrid Capital Step-Ups, Call Options, And
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Repl acenment Provisions, Cct. 22, 2012

e Hybrid Capital Issue Features: Update On Dividend Stoppers, Look-Backs,
And Pushers - February 10, 2010

« Use OF CreditWatch And Qutl ooks, Sept. 14, 2009

 Hybrid Capital Handbook: Septenber 2008 Edition, Sept. 15, 2008

Related Research

« S&P Explains Treatnment O Step-Ups, Deeds, And Waivers For Certain Hybrids
, Nov. 13, 2015

e Standard & Poor's Affirms Various Ratings Follow ng Review O Corporate
Hybrid Equity, Cct. 27, 2015

Ratings List

Rati ngs Affirned

Bertel smann SE & Co. K&A
RTL Goup S. A

Corporate Credit Rating BBB+/ St abl e/ A- 2

Bert el smann SE & Co. K&GA

Seni or Unsecured (1, 2) BBB+
Seni or Unsecur ed BBB+
Juni or Subor di nat ed BBB-

(1) Guarantor: Bertelsmann SE & Co. KGaA
(2) Issuer: Bertelsmann U.S. Finance, Inc.

Additional Contact:
Industrial Ratings Europe; Corporate_Admin_London@standardandpoors.com

Conpl ete ratings information is avail able to subscribers of RatingsDi rect at
www. gl obal credi tportal.com and at spcapitaliqg.com Al ratings affected by
this rating action can be found on Standard & Poor's public Wb site at

www. st andar dandpoors. com Use the Ratings search box located in the |eft
colum. Alternatively, call one of the follow ng Standard & Poor's nunbers:
Client Support Europe (44) 20-7176-7176; London Press Ofice (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Mscow 7 (495) 783-4009.
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