Letter to Shareholders  Overview Business Highlights

Our People

Financial Reports  Governance

Consolidated Financial Statements

Consolidated Income Statement

for the fiscal year 2019/20 2018/19t
in thousands of CHF Notes
Revenue from sales and services 1.1 6,893,146 7,309,036
Cost of goods sold (5,829,445) (6,111,829)
Gross profit 1,063,701 1,197,207
Marketing and sales expenses (140,773) (149,337)
General and administration expenses (416,465) (434,129)
Other income 1.3 4,820 6,716
Other expense 1.3 (28,131) (19,269)
Operating profit (EBIT)? 1.1 483,152 601,188
Finance income 3.8 6,978 10,879
Finance expense 3.8 (109,425) (159,299)
Profit before income tax 380,705 452,768
Income tax expense 6.1 (69,211) (84,037)
Net profit for the year 311,494 368,731

of which attributable to:

shareholders of Barry Callebaut AG 316,054 370,280
non-controlling interests 3.2 (4,560) (1,549)

Earnings per share

Basic earnings per share (CHF/share) 33 57.66 67.57

Diluted earnings per share (CHF/share) 33 57.46 67.21

1  Certain items previously classified under “Other income” and “Other expense” are now classified under the functional areas to which they relate. Prior-year
comparatives have been reclassified accordingly (leading to lower “Other income” of CHF —22.8 million and “Other expense” of CHF —5.8 million with an offset
in respective functional lines). There was no impact on the reported “Revenue from sales and services” and “Operating profit (EBIT)” as a result of these

reclassifications.

2 Operating profit (EBIT) as used by the Group is defined as profit before finance income, finance expense and income tax expense.
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Consolidated Statement of Comprehensive Income

for the fiscal year 2019/20 2018/19
in thousands of CHF Notes
Net profit for the year 311,494 368,731
Cash flow hedges 3.7 16,708 (19,909)
Tax effect on cash flow hedges 3.7/6.2 (2,815) 5,669
Currency translation adjustments (224,197) (39,462)
Items that may be reclassified subsequently to the income statement (210,304) (53,702)
Remeasurement of defined benefit plans 4.2 31,917 (63,897)
Tax effect on remeasurement of defined benefit plans 6.2 (1,931) 20,625
Items that will never be reclassified to the income statement 29,986 (43,272)
Other comprehensive income for the year, net of tax (180,318) (96,974)
Total comprehensive income for the year 131,176 271,757
of which attributable to:

shareholders of Barry Callebaut AG 136,050 273,135

non-controlling interests (4,874) (1,378)
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Consolidated Balance Sheet

Assets

as of August 31, 2020 2019
in thousands of CHF Notes

Current assets

Cash and cash equivalents 3.4 1,385,976 557,827
Short-term deposits 6,251 1,549
Trade receivables and other current assets 2.5 610,785 815,783
Inventories 2.4 1,909,917 1,803,674
Income tax receivables 62,099 62,977
Derivative financial assets 3.7 365,984 616,284
Total current assets 4,341,012 3,858,094
Non-current assets

Property, plant and equipment 2.1 1,491,753 1,498,878
Right-of-use assets 2.2 186,948 -
Intangible assets 2.3 985,684 1,026,331
Employee benefit assets 4.2 14,888 4,924
Deferred tax assets 6.2 83,546 86,869
Other non-current assets 37,279 33,036
Total non-current assets 2,800,098 2,650,038
Total assets 7,141,110 6,508,132
Liabilities and equity

as of August 31, 2020 2019
in thousands of CHF Notes

Current liabilities

Bank overdrafts 3.5 103,603 132,638
Short-term debt 3.5 461,375 197,003
Short-term lease liabilities 3.5 36,543 -
Trade payables and other current liabilities 2.6 1,119,643 1,127,511
Income tax liabilities 100,829 60,079
Derivative financial liabilities 3.7 528,492 741,383
Provisions 2.7 19,894 20,381
Total current liabilities 2,370,379 2,278,995
Non-current liabilities

Long-term debt 3.5 2,006,328 1,534,453
Long-term lease liabilities 3.5 150,325 -
Employee benefit liabilities 4.2 154,041 184,562
Provisions 2.7 6,314 4,929
Deferred tax liabilities 6.2 79,999 80,283
Other non-current liabilities 18,457 11,298
Total non-current liabilities 2,415,464 1,815,525
Total liabilities 4,785,843 4,094,520
Equity

Share capital 3.2 110 110
Retained earnings and other reserves 2,353,387 2,399,182
Total equity attributable to the shareholders of Barry Callebaut AG 2,353,497 2,399,292
Non-controlling interests 3.2 1,770 14,320
Total equity 2,355,267 2,413,612
Total liabilities and equity 7,141,110 6,508,132
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Consolidated Cash Flow Statement
Cash flows from operating activities
for the fiscal year 2019/20 2018/19
in thousands of CHF Notes
Net profit for the year 311,494 368,731
Income tax expense 6.1 69,211 84,037
Depreciation, amortization and impairment 2.1/2.2/2.3 230,186 176,384
Interest expense/(interest income) 3.8 95,337 137,752
Loss/(gain) on sale of property, plant and equipment, net 13 1,194 1,241
Increase/(decrease) of employee benefit obligations (5,490) (10,766)
Equity-settled share-based payments 4.1 12,512 15,043
Change in working capital: 20,866 33,013
Inventories cocoa beans (86,818) 65,913
Inventories other (112,459) (160,058)
Write down of inventories 2.4 40,039 44,600
Inventory fair value adjustment (64,570) 57,017
Derivative financial assets/liabilities 47,579 (36,998)
Trade receivables and other current assets 117,412 80,568
Trade payables and other current liabilities 79,683 (18,029)
Provisions less payments 2.7 4,492 (8,669)
Other non-cash effective items 2,881 (7,014)
Cash generated from operating activities 742,683 789,752
Interest paid (94,116) (139,657)
Income taxes paid (55,019) (94,347)
Net cash flow from operating activities 593,548 555,748
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Consolidated Cash Flow Statement

Cash flows from investing activities

for the fiscal year 2019/20 2018/19
in thousands of CHF Notes

Purchase of property, plant and equipment 2.1 (233,430) (218,360)
Proceeds from sale of property, plant and equipment 2,804 4,970
Purchase of intangible assets 2.3 (47,464) (61,216)
Proceeds from sale of intangible assets 311 322
Acquisition of subsidiaries/businesses net of cash acquired 5.1 (12,750) (33,983)
Purchase of short-term deposits (7,070) (536)
Proceeds from sale of short-term deposits 1,682 245
Sale/(purchase) of other non-current assets 102 (1,933)
Interest received 6,533 10,479
Net cash flow from investing activities (289,282) (300,012)
Cash flows from financing activities

for the fiscal year 2019/20 2018/19
in thousands of CHF Notes

Proceeds from the issue of short-term debt 3.5 423,348 98,530
Repayment of short-term debt 3.5 (141,721) (533,033)
Proceeds from the issue of long-term debt 3.5 1,593,050 677,579
Repayment of long-term debt 35 (1,075,336) (281,459)
Payment of lease liabilities 3.5 (38,164) -
Dividend paid to shareholders of Barry Callebaut AG 3.2 (142,710) (131,501)
Purchase of treasury shares 35 (27,332) (22,781)
Dividends paid to non-controlling interests 3.2 - (17)
Effect of changes in non-controlling interests (9,110) -
Net cash flow from financing activities 582,025 (192,682)
Effect of exchange rate changes on cash and cash equivalents (29,107) (15,781)
Net increase/(decrease) in cash and cash equivalents 857,184 47,273
Cash and cash equivalents at beginning of year 425,189 377,916
Cash and cash equivalents at end of year 1,282,373 425,189
Net increase/(decrease) in cash and cash equivalents 857,184 47,273
Cash and cash equivalents 3.4 1,385,976 557,827
Bank overdrafts 3.5 (103,603) (132,638)
Cash and cash equivalents as defined for the cash flow statement 34 1,282,373 425,189
Barry Callebaut | Annual Report 2019/20 42



Letter to Shareholders Overview Business Highlights  Sustainability Our People Financial Reports Governance

Consolidated Financial Statements

Consolidated Statement of Changes in Equity

Attributable to the shareholders Share Treasury Retained Hedging  Cumulative Total Non-  Total equity
of Barry Callebaut AG capital shares earnings reserves translation controlling
adjustment interests
in thousands of CHF
as of August 31, 2018 110 (20,920) 2,924,938 (16,256) (618,076) 2,269,796 15,715 2,285,511
Adjustment on initial application of IFRS 15 - - (4,121) - - (4,121) - (4,121)
as of September 1, 2018 110 (20,920) 2,920,817 (16,256) (618,076) 2,265,675 15,715 2,281,390
Currency translation adjustments - - - - (39,622) (39,622) 160 (39,462)
Effect of cash flow hedges - - - (19,909) - (19,909) - (19,909)
Tax effect on cash flow hedges - - - 5,669 - 5,669 - 5,669
Items that may be reclassified - - - (14,240) (39,622) (53,862) 160 (53,702)
subsequently to the income statement
Remeasurement of defined benefit plans - - (63,907) - - (63,907) 10 (63,897)
Tax effect on remeasurement of defined - - 20,624 - - 20,624 1 20,625
benefit plans
Items that will never be reclassified to the - - (43,283) - - (43,283) 11 (43,272)
income statement
Other comprehensive income, net of tax - - (43,283) (14,240) (39,622) (97,145) 171 (96,974)
Net profit for the year - - 370,280 - - 370,280 (1,549) 368,731
Total comprehensive income for the year - - 326,997 (14,240) (39,622) 273,135 (1,378) 271,757
Hedge reserve transferred to initial - - - (279) - (279) - (279)
carrying amount of the hedged item
Dividend to shareholders - - (131,501) - - (131,501) (17) (131,518)
Purchase of treasury shares - (22,781) - - - (22,781) - (22,781)
Equity-settled share-based payments - 24,195 (9,152) - - 15,043 - 15,043
Total contributions and distributions - 1,414 (140,653) - - (139,239) (17) (139,256)
as of August 31, 2019 110 (19,506) 3,107,161 (30,775) (657,698) 2,399,292 14,320 2,413,612
Impact of first-time adoption of IFRIC 232 - - (23,463) - - (23,463) - (23,463)
as of September 1, 2019 110 (19,506) 3,083,698 (30,775) (657,698) 2,375,829 14,320 2,390,149
Currency translation adjustments - - - - (223,919) (223,919) (278) (224,197)
Effect of cash flow hedges - - - 16,708 - 16,708 - 16,708
Tax effect on cash flow hedges - - - (2,815) - (2,815) - (2,815)
Items that may be reclassified - - - 13,893 (223,919) (210,026) (278) (210,304)
subsequently to the income statement
Remeasurement of defined benefit plans - - 31,953 - - 31,953 (36) 31,917
Tax effect on remeasurement of defined - - (1,931) - - (1,931) - (1,931)
benefit plans
Items that will never be reclassified to - - 30,022 - - 30,022 (36) 29,986
the income statement
Other comprehensive income, net of tax - - 30,022 13,893 (223,919) (180,004) (314) (180,318)
Net profit for the year - - 316,054 - - 316,054 (4,560) 311,494
Total comprehensive income for the year - - 346,076 13,893 (223,919) 136,050 (4,874) 131,176
Hedge reserve transferred to initial - - - (852) - (852) - (852)
carrying amount of the hedged item
Dividend to shareholders - - (142,710) - - (142,710) - (142,710)
Purchase of treasury shares - (27,332) - - - (27,332) - (27,332)
Equity-settled share-based payments - 23,533 (11,021) - - 12,512 - 12,512
Total contributions and distributions - (3,799) (153,731) - - (157,530) - (157,530)
Movements of non-controlling interests - - - - - - (7,676) (7,676)
Total changes in ownership interests - - - - - - (7,676) (7,676)
as of August 31, 2020 110 (23,305) 3,276,043 (17,734) (881,617) 2,353,497 1,770 2,355,267

1 Attributable to the shareholders of Barry Callebaut AG.
2 Refer to “IFRIC 23 — Uncertainty over Income Tax Treatments” section on page 50.
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Basis of Preparation

A. Organization and business activity
Barry Callebaut AG (the “Company”) was incorporated on December 13, 1994, under
Swiss law, having its head office in Zurich, Switzerland, at Pfingstweidstrasse 60.
Barry Callebaut AG is registered in Switzerland and has been listed on the
SIX Swiss Exchange (BARN, ISIN Number: CH0009002962) since 1998. These
Consolidated Financial Statements comprise the Company and its subsidiaries (together
referred to as the “Group”). The former ultimate parent Jacobs Holding AG reduced its
ownership in Barry Callebaut AG to 40.1% (August 31, 2019: 50.1%).

The Group is the world’s leading manufacturer of high-quality chocolate and cocoa
products — from sourcing and processing cocoa beans to producing the finest chocolates,
including chocolate fillings, decorations and compounds.

B. Basis of presentation
The Consolidated Financial Statements of the Group have been prepared in accordance
with International Financial Reporting Standards (IFRS) and comply with Swiss law.

The Consolidated Financial Statements have been prepared on the historical cost
basis except for certain items for which IFRS requires another measurement basis, in
which case this is explicitly stated in the accounting policies. Significant accounting
policies relevant to the understanding of the Consolidated Financial Statements are
included in the corresponding notes. The Group has consistently applied its accounting
policies to all periods presented in these Consolidated Financial Statements, with the
exception of items described in section “D. Introduction of new standards and
interpretations in 2019/20” and the reclassification of certain items from the Other income
and Other expense lines to the functional lines to which they relate (see Note 1.3).

The Consolidated Financial Statements are presented in Swiss francs, which is the
Company’s functional currency.

All amounts have been rounded to the nearest thousand, unless otherwise indicated.
Due to rounding, the figures presented in the tables may not add up precisely to the
totals provided.

Management commentary in the section “Financial Review” on pages 18-22 include
comments on the financial impact of the COVID-19 crisis on the Consolidated Financial
Statements of the Group.

C. Use of judgment and estimates

The preparation of financial statements requires management to make judgments,
estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses. Actual results may differ
from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions
to accounting estimates are recognized prospectively.

Information related to judgments made in applying accounting policies that have the
most significant effects on the amounts recognized in the Consolidated Financial State-
ments, together with assumptions and estimation uncertainties that have a significant
risk of resulting in a material adjustment in the year ending August 31, 2020, are
included in the following notes:
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Note 2.2 IFRS 16: Determination of the lease term for options to extend or terminate the lease
Note 2.3 Intangible assets — Impairment testing for CGUs containing goodwill:
Key assumptions used for value-in-use calculations
Note 2.7 Provisions: Recognition of provisions
Note 4.2 Employee benefit obligations — Measurement of defined benefit obligations: Actuarial assumptions
Note 5.1 Acquisitions: Fair value measurement
Note 6 Income Taxes:

Recognition and measurement of current and deferred tax liabilities and assets for uncertain tax
positions
Availability of future taxable profits against which tax loss carry forwards can be utilized

D. Introduction of new standards and interpretations in 2019/20

The Group has adopted new standards, amendments and interpretations to the existing
International Financial Reporting Standards (IFRS) with a date of initial application,
being September 1, 2019. With the exception of IFRS 16 — Leases (IFRS 16) and IFRIC
23 — Uncertainty over Income Tax Treatments (IFRIC 23), which are disclosed below,
these adoptions did not have any material impact on the current reporting period.
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The following table presents the adjustments recognized for each individual position of
the Consolidated Balance Sheet.
Consolidated Balance Sheet Impact

Aug 31, 2019 Transition Transition Sep 1, 2019

adjustment adjustment
IFRS 16 IFRIC 23

in thousands of CHF
Current assets
Cash and cash equivalents 557,827 - - 557,827
Short-term deposits 1,549 - - 1,549
Trade receivables and other current assets 815,783 (3,154) - 812,629
Inventories 1,803,674 - - 1,803,674
Income tax receivables 62,977 - - 62,977
Derivative financial assets 616,284 - - 616,284
Total current assets 3,858,094 (3,154) - 3,854,940
Non-current assets
Property, plant and equipment 1,498,878 (4,728) - 1,494,150
Right-of-use assets - 211,232 - 211,232
Intangible assets 1,026,331 - - 1,026,331
Employee benefit assets 4,924 - - 4,924
Deferred tax assets 86,869 - - 86,869
Other non-current assets 33,036 - - 33,036
Total non-current assets 2,650,038 206,504 - 2,856,542
Total assets 6,508,132 203,350 - 6,711,482
Current liabilities
Bank overdrafts 132,638 - - 132,638
Short-term debt 197,003 (603) - 196,400
Short-term lease liabilities - 37,143 - 37,143
Trade payables and other current liabilities 1,127,511 (1,760) - 1,125,751
Income tax liabilities 60,079 - 23,463 83,542
Derivative financial liabilities 741,383 - - 741,383
Provisions 20,381 - - 20,381
Total current liabilities 2,278,995 34,780 23,463 2,337,238
Non-current liabilities
Long-term debt 1,534,453 (635) - 1,533,818
Long-term lease liabilities - 169,205 - 169,205
Employee benefit liabilities 184,562 - - 184,562
Provisions 4,929 - - 4,929
Deferred tax liabilities 80,283 - - 80,283
Other non-current liabilities 11,298 - - 11,298
Total non-current liabilities 1,815,525 168,570 - 1,984,095
Total liabilities 4,094,520 203,350 23,463 4,321,333
Equity
Share capital 110 - - 110
Retained earnings and other reserves 2,399,182 - (23,463) 2,375,719
Total equity attributable to the shareholders of Barry Callebaut AG 2,399,292 - (23,463) 2,375,829
Non-controlling interests 14,320 - - 14,320
Total equity 2,413,612 - (23,463) 2,390,149
Total liabilities and equity 6,508,132 203,350 - 6,711,482
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IFRS 16 — Leases

The Group applied IFRS 16 — Leases using the modified retrospective approach, under
which the cumulative effect of initial application is recognized in retained earnings at
September 1, 2019. Therefore, the comparative information has not been restated and
continues to be reported under IAS 17 and related interpretations.

Effect of transition for the twelve-month reporting period ended on August 31, 2020

As a lessee, the Group enters lease arrangements mainly for land, warehouses, offices,
factory facilities and motor vehicles. Under previous accounting policies, the Group
classified the majority of lease contracts as operating leases, where a significant portion
of the risks and rewards of ownership were retained by the lessor. Rentals payable under
an operating lease were charged to the income statement on a straight-line basis over the
term of the lease. Assets and liabilities were only recognized to the extent that there was
a timing difference between actual lease payments and the expense recognized. Under
previous accounting policies, only a minority of lease agreements was classified by the
Group as finance leases, whenever the terms of the lease transferred substantially all the
risks and rewards of ownership to the lessee.

The new accounting standard IFRS 16 — Leases introduced a single, on-balance-
sheet accounting model for lessees and requires lessees to recognize a lease liability and
a corresponding right-of-use asset in the balance sheet for most lease agreements. The
nature of underlying expenses changed, as the Group now recognizes depreciation
expense for right-of-use assets and interest expense for lease liabilities. Furthermore
under IFRS 16 — Leases, the principal portion of lease payments is reflected as cash
outflow from financing activities while the interest paid on lease liabilities is presented
as part of interest paid within cash flow from operating activities.

On transition to IFRS 16 — Leases, the Group elected to apply the practical expedient
to grandfather the assessment of which transactions are leases and therefore applied
IFRS 16 — Leases only to contracts that were previously identified as leases. For leases
classified as operating leases under IAS 17, lease liabilities were generally measured at
the present value of the remaining lease payments, discounted at the Group’s
incremental borrowing rate as of September 1, 2019. Right-of-use assets were measured
at an amount equal to the lease liability on transition, adjusted by the amount of prepaid
or accrued lease payments recognized in the balance sheet immediately before the date
of initial application.

The Group used the following practical expedients when applying IFRS 16 — Leases
for the first time to leases previously classified as operating leases, and:

o did not recognize right-of-use assets and liabilities for leases for which the lease term
ends within 12 months of the date of initial application;

o did not recognize right-of-use assets and liabilities for leases of low-value assets;

o excluded initial direct costs from the measurement of the right-of-use assets at the
date of initial application;

o used hindsight when determining the lease term;

o relied on its assessment of whether leases are onerous applying 1AS 37;

e applied a single discount rate to a portfolio of leases with reasonably similar
characteristics.

A number of leases of items of property, plant and equipment previously were
classified as finance leases under 1AS 17. For these finance leases, the carrying amounts
of the right-of-use assets and the lease liabilities at September 1, 2019, were determined
at the carrying amount of the lease asset and lease liability under IAS 17 immediately
before that date and were reclassified from property, plant and equipment to right-of-use
assets (CHF 4.7 million), and from financial debt to lease liabilities (CHF 1.2 million).

Barry Callebaut | Annual Report 2019/20

47



Letter to Shareholders  Overview Business Highlights  Sustainability Our People  Financial Reports

Governance

Notes to the Consolidated Financial Statements

When measuring the lease liabilities for leases that were classified as operating
leases, the weighted average incremental borrowing rate applied at the date of initial
application was 2.5%.

The following table provides a reconciliation from the undiscounted future operating
lease commitments disclosed in the Consolidated Financial Statements 2018/19
(Note 3.6 — “Capital and lease commitments and guarantees™) to the lease liabilities
recognized at September 1, 2019:

in thousands of CHF

Total

Operating lease commitments at August 31, 2019, as disclosed under IAS 17 150,822
Recognition exemption for leases with less than 12 months of lease term at transition (4,620)
Recognition exemption for leases of assets of low value (1,001)
Extension options reasonably certain to be exercised 88,733
Effect of discounting (28,824)
Finance lease liabilities recognized as of August 31, 2019 1,238
Total lease liabilities recognized at September 1, 2019 206,348
of which:
Current lease liabilities 37,143
Non-current lease liabilities 169,205
IFRS 16 — Leases, impact for the twelve month reporting period ended August 31, 2020
In accordance with IFRS 16 — Leases, the Group has recognized CHF 186.9 million of
right-of-use assets and CHF 186.8 million of lease liabilities (of which short-term
amounts to CHF 36.5 million and long-term amounts to CHF 150.3 million) as of
August 31, 2020.
During the financial year ended on August 31, 2020, the Group has recognized
depreciation expense on right-of-use assets in the amount of CHF 40.6 million and
interest expense on lease liabilities in the amount of CHF 4.8 million. The
implementation of the new accounting standard IFRS 16 — Leases led to a decrease in
operating expense by CHF -2.0 million and an increase in financial expenses of
CHF 4.8 million for the financial year ended August 31, 2020. The Group’s net profit
for the period decreased by CHF —2.8 million due to the transition to IFRS 16 — Leases.
Under IFRS 16 — Leases, the principal portion of lease payments are reflected as
cash outflows from financing activities. Interest paid on lease liabilities is presented
as part of interest paid within cash flow from operating activities. Payments relating to
the applicable exemption for short-term leases and leases of low-value assets are still
shown as cash flows from operating activities. During the reporting period ended on
August 31, 2020, the Group recognized CHF 43.0 million of lease payments. The
implementation of IFRS 16 led to an increase of the cash flow from operating activities
by CHF 38.2 million and a decrease in the cash flow from financing activities by
CHF -38.2 million for the current period ended August 31, 2020.
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Accounting policies

Definition of a lease At inception of a contract, the Group assesses whether a contract is, or
contains, a lease. A contract is or contains a lease if the contract conveys
a right to control the use of an identified asset for a period of time in

exchange for consideration.

Recognition and The Group recognizes a right-of-use asset and a lease liability at the lease
measurement commencement date.
of a lease

The lease liability is initially measured at the present value of the future
lease payments that are not paid at the commencement date, discounted
using the incremental borrowing rate defined on a Group level, specific to
the currency of the lease contract. Lease payments included in the initial
measurement of the lease liability include for example fixed payments
and variable payments that depend on an index or rate, which are

initially measured using the index or rate at the commencement date.

The lease liability is subsequently measured at amortized cost using the
effective interest method, decreased by lease payments made. The lease
liability is remeasured in case of changes in future lease payments
(i.e. index-based rents) or any changes in the assessments of extension or
termination options. For such remeasurements, a corresponding
adjustment generally is made to the right-of-use asset.

The right-of-use asset is initially measured at cost, which comprises the
initial amount of the lease liability, plus any initial direct costs incurred,
an estimate of costs for restoration obligations, payments made at or
before the commencement date and less any lease incentives received.
The right-of-use asset is subsequently depreciated using the straight-line
method from the commencement date to the earlier of the end of
the lease term or the end of the useful life of the underlying asset
(determined on the same basis as those of property, plant and
equipment). In addition, the right-of-use asset is periodically reduced by
impairment losses, if any, and adjusted for certain remeasurements of

the lease liability.

The Group applies judgment to determine the lease terms for lease
contracts that include renewal or termination options. The assessment of
whether the Group is reasonably certain to exercise such options impacts
the lease term which significantly affects the amount of right-of-use

assets and lease liabilities recognized in the balance sheet.

Short-term leases The Group has elected not to recognize right-of-use assets and lease
and leases of low- liabilities for short-term leases that have a lease term of 12 months or less
value assets and do not contain a purchase option, and leases of low-value assets. The

Group recognizes the lease payments associated with these leases as an

expense on a straight-line basis over the lease term.
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IFRIC 23 — Uncertainty over Income Tax Treatments
IFRIC 23 — Uncertainty over Income Tax Treatments includes requirements that improve
the consistency and transparency of accounting for uncertain income tax treatments.

The Group has adopted IFRIC 23 — Uncertainty over Income Tax Treatments — for
the financial year starting September 1, 2019. Uncertain tax positions in the Group have
been structurally identified and inventorised for all open fiscal years, applying the
clarifications included in IFRIC 23 on recognition and measurement requirements in
IAS 12 when there is uncertainty over income tax treatments.

For those uncertain tax treatments for which the Group concluded that it is probable
that the relevant taxation authorities will not accept the uncertain tax treatment in the tax
return, the Group has reflected the effect of the uncertainty in the measurement of the
current and deferred tax liabilities (assets) in these Consolidated Financial Statements by
using either of the following methods, depending on which method better predicts the
resolution of the uncertainty:

o the single most likely amount of the outcome;
o the expected value, which is the sum of the probability weighted amounts in a range
of possible outcomes.

The underlying assumption that the tax authorities have full knowledge of all relevant
information has been fully considered.

Applying the guidance of IFRIC 23 as of September 1, 2019, for the first time, the
Group identified uncertain tax positions with the cumulative effect of CHF 26.6 million,
of which CHF 23.5 million have been recognized as an adjustment to the opening
balance of the Group’s retained earnings as per September 1, 2019.

Impact on Consolidated Financial Statements

Consolidated Income Statement Impact

The Group's Consolidated Income Statement for 2019/20 has not been affected by the
first-time application of IFRIC 23.

Consolidated Retained Earnings Impact
The IFRIC 23 adoption as per September 1, 2019 had a negative effect on the Group’s
retained earnings of CHF —23.5 million.

Consolidated Cash Flow Statement Impact

The Group’s Consolidated Cash Flow Statement for 2019/20 has not been affected by
the first-time application of IFRIC 23.

Barry Callebaut | Annual Report 2019/20

50



Letter to Shareholders  Overview Business Highlights  Sustainability Our People  Financial Reports

Governance

Notes to the Consolidated Financial Statements

E. Introduction of new standards and interpretations in 2020/21 and later

The following amendments to existing standards have been published and are
mandatory for the Group’s accounting periods beginning on or after September 1, 2020,
and have not been applied in preparing these Consolidated Financial Statements. The
Group has performed an assessment of the new standards and interpretations with
planned application in fiscal year 2020/21. Based on this assessment, the Group does not
expect the new standards and interpretations will have a material impact on the
Consolidated Financial Statements.

Effective date

Planned application
by the Group in
fiscal year

Amendments to standards and interpretations

Amendments to References to Conceptual Framework in IFRS Standards

January 1, 2020

Fiscal year 2020/21

Definition of a Business (Amendments to IFRS 3)

January 1, 2020

Fiscal year 2020/21

Definition of Material (Amendments to IAS 1 and IAS 8)

January 1, 2020

Fiscal year 2020/21

Interest Rate Benchmark Reform — Phase 1 (Amendments to IFRS 9, IAS 39 and IFRS 7)

January 1, 2020

Fiscal year 2020/21

COVID-19-Related Rent Concessions (Amendment to IFRS 16)

June 1, 2020

Fiscal year 2020/21

Onerous Contracts — Cost of Fulfilling a Contract (Amendments to IAS 37)

January 1, 2022

Fiscal year 2022/23

Annual Improvements to IFRS Standards 2018 — 2020

January 1, 2022

Fiscal year 2022/23

Property, Plant and Equipment: Proceeds before Intended Use (Amendments to IAS 16)

January 1, 2022

Fiscal year 2022/23

Reference to the Conceptual Framework (Amendments to IFRS 3)

January 1, 2022

Fiscal year 2022/23

Classification of Liabilities as Current or Non-current (Amendments to IAS 1)

January 1, 2023

Fiscal year 2023/24
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1 Operating Performance
1.1Segment information
External segment reporting is based on the internal organizational and management
structure, as well as on the internal information reviewed regularly by the Chief
Operating Decision Maker. Barry Callebaut’s Chief Operating Decision Maker has been
identified as the Executive Committee.
The Executive Committee manages the business from a geographic view. Hence,
Presidents were appointed for each Region. Since the Group’s cocoa activities operate
independently from the Regions, the Global Cocoa business is reviewed by the Chief
Operating Decision Maker as an own segment in addition to the geographical Regions
EMEA (Europe, Middle East and Africa), Americas and Asia Pacific. Furthermore, the
Executive Committee also views the Corporate functions independently. The function
“Corporate” consists mainly of headquarter services (including the Group’s centralized
Treasury department) to other segments. Thus, the Group reports Corporate separately.
The segment Global Cocoa is responsible for the procurement of ingredients for
chocolate production (mainly cocoa; sugar, dairy and nuts are also common ingredients)
and the Group’s cocoa-processing business. Approximately 56% of the revenues of
Global Cocoa are generated with the other segments of the Group.
The regional chocolate businesses consist of chocolate production related to the
Product Groups of Food Manufacturers focusing on industrial customers and Gourmet
& Specialties focusing on products for artisans and professional users of chocolate such
as chocolatiers, pastry chefs or bakers as well as products for vending machines.
Financial information by reportable segments
2019/20
in thousands of CHF EMEA Americas  Asia Pacific Global Total Corporate  Eliminations Group
Cocoa segments
Revenue from external customers 2,915,805 1,759,526 400,229 1,817,586 6,893,146 - - 6,893,146
Revenue from transactions with other 115,190 3,424 31 2,324,052 2,442,697 - (2,442,697) -
operating segments of the Group
Revenue from sales and services 3,030,995 1,762,950 400,260 4,141,638 9,335,843 - (2,442,697) 6,893,146
Operating profit (EBIT) 269,085 182,378 42,726 87,123 581,312 (98,160) - 483,152
Depreciation and amortization (79,935) (52,598) (12,818) (71,050) (216,401) (4,581) - (220,982)
Impairment (1,377) (1,141) (11) (6,535) (9,064) (140) - (9,204)
Interest income 6,697 6,697
Interest expense (94,664) (94,664)
Total assets 2,055,960 1,096,108 243,023 2,846,779 6,241,870 1,427,740 (528,500) 7,141,110
Additions to property, plant, equipment (108,735) (52,829) (15,690) (102,433) (279,687) (3,437) - (283,124)
and intangible assets, excluding
acquisitions of subsidiaries/businesses
Additions to right-of-use assets, excluding (9,200) (12,087) (2,085) (10,096) (33,468) (1,247) - (34,715)

acquisitions of subsidiaries/businesses
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2018/19
in thousands of CHF EMEA Americas  Asia Pacific Global Total Corporate  Eliminations Group
Cocoa segments

Revenue from external customers 3,086,777 1,866,077 407,601 1,948,581 7,309,036 - - 7,309,036
Revenue from transactions with other 134,274 3,295 91 2,368,943 2,506,603 - (2,506,603) -
operating segments of the Group
Revenue from sales and services 3,221,051 1,869,372 407,692 4,317,524 9,815,639 - (2,506,603) 7,309,036
Operating profit (EBIT) 359,480 189,374 53,493 100,802 703,149  (101,961) - 601,188
Depreciation and amortization (63,120) (42,676) (9,776) (55,965) (171,537) (2,323) - (173,860)
Impairment (1,223) (364) - (793) (2,380) (144) - (2,524)
Interest income 10,644 10,644
Interest expense (137,806) (137,806)
Total assets 1,976,881 1,116,979 235,294 3,059,740 6,388,894 556,796 (437,558) 6,508,132
Additions to property, plant, equipment (98,718) (63,622) (16,117) (98,370) (276,827) (1,019) - (277,846)
and intangible assets, excluding
acquisitions of subsidiaries/businesses
Global Cocoa comprises Group-wide sourcing and Global Cocoa processing functions
for the benefit of all the Regions. Therefore, the major part of its operating profit (EBIT)
is allocated to the Regions.

Segment revenue, segment operating profit (EBIT) and segment assets are measured
based on IFRS principles.

Finance income and expense, the Group’s share of result of equity-accounted
investees and income taxes are not allocated to the respective segment for internal
management purposes.
Additional entity-wide disclosures
Information on geographical regions
Barry Callebaut is domiciled in Switzerland, however, its major revenues are generated
in other countries. The following table shows revenues reported based on the geographic
location of customers and non-current assets other than financial instruments, deferred
tax assets and employee benefit assets.

2019/20 2018/19 2019/20 2018/19

in thousands of CHF Revenue Non-current assets
us 1,265,168 1,376,449 434,746 390,463
Germany 519,899 502,727 98,824 85,089
UK 468,978 461,950 58,611 47,605
France 397,119 429,903 82,716 74,869
Belgium 375,389 439,929 501,690 480,588
Mexico 374,579 407,361 15,386 17,659
Brazil 351,592 395,753 69,392 75,566
Poland 311,394 293,206 85,687 88,245
Switzerland 59,888 65,848 51,072 43,527
Rest of EMEA 1,638,996 1,745,037 619,662 536,979
Rest of Americas 355,320 346,183 160,977 156,438
Asia Pacific 774,824 844,690 518,835 545,118
Total 6,893,146 7,309,036 2,697,598 2,542,148
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Information on Product Groups

The Group has numerous products that are sold to external customers. Therefore, for
internal review by the Chief Operating Decision Maker, information on products is
aggregated on a Product Group level. The following table breaks down external
revenues into Product Groups:

Segment information by Product Group

in thousands of CHF 2019/20 2018/19t
Cocoa Products 1,817,586 1,948,581
Food Manufacturers 4,117,213 4,220,809
Gourmet & Specialties 958,347 1,139,646
Revenue from external customers 6,893,146 7,309,036

1 Certain Gourmet & Specialties customers have been shifted to the Food Manufacturers Product Group to better serve them.
represented less than 2% of sales revenues in the twelve months of fiscal year 2018/19.

In fiscal year 2019/20, the biggest single customer contributed CHF 807.9 million or

11.7 % of total revenues reported across various regions (2018/19: CHF 761.0 million or

10.4%). No other single customer contributed more than 10% of total consolidated

revenue.
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Accounting policies

Revenue recognition Revenues from sales of goods and services represent the net sales
revenue from raw materials, semi-processed and processed goods
transferred to customers and for services related to food processing.

Revenue is measured based on the contractually agreed transaction price
at the amount, which the Group expects to receive in exchange for
transferring promised goods or services to the customer.

Revenue is generally recognized at the point in time, when control of the
goods has been transferred to the customer, which is upon delivery or
shipment of the goods, according to the applicable Incoterms. The
payment terms are typically between 30 and 9o days.

The Group recognizes revenue over time for highly customized products
for which the Group has no alternative use. The nature of the Group’s
business means that the production of these goods and its delivery occur
in immediate succession. The revenue for these products is recognized
over time using the output method ‘units delivered’.

Appropriate provisions are made for all additional costs to be incurred in
connection with the sales, including the cost related to returns of goods,
which do not meet agreed specifications and quality-related claims.

Type of commercial Commercial principle
agreement
Contract business Partnership agreements/Umbrella agreement

The Group enters into long-term partnership/umbrella
agreements of between 3 to 10 years supported by a
framework agreement between the Group and the
customer governing the conduct of business, payment
terms, rights to goods and services. Partnership
agreements typically includes legally enforceable
annual volume purchase commitments. Legally
enforceable firm purchase commitments are agreed for
delivery periods of typically 3-6 months.

Volume agreements

The customer commits to legally enforceable firm
purchase commitments for certain volumes of specified
goods. The conduct of business is ordinarily governed by
Group's general terms and conditions.

Price list business Based on forecasted sales and raw materials prices, the
Group establishes a price list for the products in its
portfolio. The price list then applies to sales for a period
of typically 612 months.

Segment reporting  Operating segments are reported in a manner consistent with the
internal reporting provided to the Chief Operating Decision Maker. The
Chief Operating Decision Maker, who is responsible for allocating
resources and assessing performance of the operating segments, has
been identified as the Group’s Executive Committee, consisting of the
Group Chief Executive Officer, the Chief Financial Officer and the
Presidents of the Regions Europe, Americas and Global Cocoa as well as
the Chief Operations Officer, the Chief Innovation & Quality Officer and
the Chief Human Resources Officer.
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1.2 Research and Development expenses

in thousands of CHF 2019/20 2018/19
Total Research and Development expenses (32,170) (30,029)
Research and Development expenses not qualifying for capitalization are directly

charged to the Consolidated Income Statement and are reported under “Marketing and

sales expenses” and “General and administration expenses”. The part qualifying for

capitalization is reported as addition under internally generated assets in Note 2.3 —

“Intangible assets”.

1.3 Other income and expense

Composition of other income

in thousands of CHF 2019/20 2018/19*
Rental income 641 623
Income from sustainability initiatives 1,919 337
Other 2,260 5,756
Total other income 4,820 6,716

1 Certain items previously classified under Other income are now classified under the functional areas to which they relate. Prior-year comparatives have been

reclassified accordingly (leading to lower Other income of CHF —22.8 million with an offset in respective functional lines).

In the fiscal year 2019/20, the gain on disposal of property, plant and equipment in
the amount of CHF 0.3 million (2018/19: CHF 0.2 million) was netted against the loss
on disposal of property, plant and equipment presented in the following table.

Composition of other expense

in thousands of CHF 2019/20 2018/19
Restructuring costs (1,931) -
Litigations and claims? (9,589) (5,201)
Loss on sale of property, plant and equipment (1,194) (1,241)
Impairment of property, plant and equipment (Note 2.1) (7,560) (1,240)
Impairment of intangibles (Note 2.3) (1,644) (1,284)
Impairment of financial instruments (4,134) (3,095)
Acquisition related costs (Note 5.1) (223) (1,270)
Other (1,856) (5,938)
Total other expense (28,131) (19,269)
2 Income from Litigations and claims have been netted against related expense leading to lower Other expense of CHF —5.8 million.

Certain other income and expense transactions were reclassified to their related function

in the Consolidated Income Statement. Incidental revenue generating activities are

presented net where this presentation reflects the substance of the transactions (e.g.

Group training centers).
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2 Operating Assets and Liabilities

2.1 Property, plant and equipment

2019/20 Land and Plantand Office equipment, Under Total

buildings machinery furniture and construction

motor vehicles

in thousands of CHF
At cost
as of September 1, 2019 674,084 1,998,869 140,673 111,171 2,924,797
Business combinations (Note 5.1) 143 2,802 38 - 2,983
Additions! 7,984 31,300 2,089 194,287 235,660
Disposals (3,888) (8,416) (5,797) (609) (18,710)
Currency translation adjustments (38,438) (108,776) (5,446) (9,260) (161,920)
Reclassifications from under construction 32,221 87,723 6,703 (126,647) -
Other reclassifications? 693 20,147 (19,897) (88) 855
as of August 31, 2020 672,799 2,023,649 118,363 168,854 2,983,665
Accumulated depreciation
and impairment losses
as of September 1, 2019 292,523 1,037,783 100,313 28 1,430,647
Depreciation 21,088 105,665 8,791 - 135,544
Impairment (Note 1.3) 7,072 947 (459) - 7,560
Disposals (3,291) (6,389) (5,032) - (14,712)
Currency translation adjustments (13,376) (50,974) (3,733) - (68,083)
Other reclassifications? 568 3,355 (2,967) - 956
as of August 31, 2020 304,584 1,090,387 96,913 28 1,491,912
Net as of August 31, 2020 368,215 933,262 21,450 168,826 1,491,753

1 Cash outflow amounted to CHF 233.4 million. CHF 0.1 million is related to purchases of property, plant and equipment that were acquired in the prior period.
Additions of CHF 2.4 million were granted and are non-cash relevant.

2 Reclassified to “Intangible assets” (CHF 0.1 million).
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2018/19 Land and Plantand Office equipment, Under Total

buildings machinery furniture and construction

motor vehicles

in thousands of CHF
At cost
as of September 1, 2018 589,088 1,875,655 161,481 140,298 2,766,523
Business combinations (Note 5.1) 2,524 8,558 270 154 11,506
Additions! 19,697 80,606 6,417 109,910 216,630
Disposals (2,082) (5,254) (4,620) (2,055) (14,011)
Currency translation adjustments (10,191) (29,118) (2,279) (1,668) (43,256)
Reclassifications from under construction 22,536 102,036 4,039 (128,611) -
Other reclassifications? 55,783 (30,673) (24,782) (6,907) (6,579)
as of August 31, 2019 677,355 2,001,810 140,526 111,122 2,930,813
Accumulated depreciation
and impairment losses
as of September 1, 2018 240,131 1,004,628 100,851 28 1,345,638
Depreciation 22,711 97,762 11,673 - 132,146
Impairment (Note 1.3) - 1,165 74 - 1,240
Disposals (1,623) (3,808) (2,368) - (7,800)
Currency translation adjustments (4,709) (18,088) (2,404) - (25,202)
Other reclassifications? 36,739 (43,162) (7,666) - (14,088)
as of August 31, 2019 293,249 1,038,497 100,161 28 1,431,935
Net as of August 31, 2019 384,105 963,313 40,365 111,094 1,498,878

1 Cash outflow amounted to CHF 218.4 million. CHF 1.8 million is related to purchases of property, plant and equipment that were acquired in the prior period.

2 During fiscal year 2018/19, a Group finance operational excellence project aimed at harmonization and automation was conducted that resulted in

reclassifications within "Property, plant and equipment" and "Intangible assets" categories. The net book value of CHF —7.5 million was transferred from

"Property, plant and equipment" to "Intangible assets".

The Group periodically reviews the remaining useful lives of assets recognized in
“Property, plant and equipment”.

Impairment losses of CHF 7.6 million were recognized in “Property, plant and
equipment” in fiscal year 2019/20 (2018/19: CHF 1.2 million).

Repair and maintenance expenses for the fiscal year 2019/20 amounted to
CHF 75.3 million (2018/19: CHF 84.8 million).

As at August 31, 2019, assets held under finance leases amounted to CHF 4.7
million and related liabilities are reported under Note 3.5.4 — “Obligations under finance
leases”. On initial application of IFRS 16 and in accordance with the applicable
transition provisions, these assets were reclassified to and included in the opening
balance of right-of-use assets as presented in Note 2.2 — “Right-of-use assets”.

As at August 31, 2020, no non-currents assets were pledged as security for financial
liabilities (2019: nil).
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Accounting policies

Property, plant and
equipment

Borrowing costs

Property, plant and equipment is measured at the acquisition or
construction cost less accumulated depreciation and accumulated
impairment losses. A straight-line method of depreciation is applied
through the estimated useful life.

Estimated useful lives of major classes of depreciable assets are:

Buildings (including warehouses and installations) 20 to 50 years
Plant and machinery 10 to 20 years
Office equipment, furniture and motor vehicles 3 to 10 years

Maintenance and repair expenditures are charged to the income state-
ment as incurred.

The carrying amounts of property, plant and equipment are reviewed at
least at each reporting date to assess whether they are recoverable in the
form of future economic benefits. If the recoverable amount of an asset
has declined below its carrying amount, an impairment loss is recognized
to reduce the value of the assets to its recoverable amount. In determin-
ing the recoverable amount of the assets, expected cash flows are dis-
counted to their present value.

Borrowing costs related to the acquisition, construction, or production of
a qualifying asset are capitalized in accordance with IAS 23. A qualifying
asset is an asset that necessarily takes a substantial period of time in
order to use or sell it as intended by the Group management.
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2.2 Right-of-use assets
The Group leases land and buildings for use as office and warehouse space. Lease
contracts are entered on an individual basis and contain a wide range of different terms
and conditions. Lease terms are typically fixed for a period of three to ten years. In
many cases, lease contracts for buildings contain extension options, which provide
operational flexibility and security. Such options are considered individually to
determine whether the Group is reasonably certain to exercise the option. Furthermore,
the Group maintains a fleet of leased cars with an average lease term of three years and
lease vehicles with an average lease term of seven years. Lease term for hardware is an
average of five years.
2019/20 Land and Plantand  Office equipment Total

buildings machinery and motor

vehicles

in thousands of CHF
At cost
as of September 1, 2019’ 183,834 3,828 23,570 211,232
Business combinations (Note 5.1) 3,951 - - 3,951
Additions 22,331 212 12,172 34,715
Disposals (884) (247) (3,154) (4,285)
Lease modifications (5,525) - - (5,525)
Currency translation adjustments (12,908) 312 (1,088) (13,684)
as of August 31, 2020 190,799 4,105 31,500 226,404
Accumulated depreciation
and impairment losses
as of September 1, 2019 - - - -
Depreciation 30,141 678 9,791 40,610
Disposals (293) (45) (755) (1,093)
Lease modifications - - - -
Currency translation adjustments (531) 476 (6) (61)
as of August 31, 2020 29,317 1,109 9,030 39,456
Net as of August 31, 2020 161,482 2,996 22,470 186,948

1 Refer to "Introduction of new standards and interpretations in 2019/20" section on pages 46—49 for further details on the effect of the initial application of

IFRS 16 — Leases.

The following expenses related to the Group’s leasing activities are recognized in the

income statement:

2019/20

in thousands of CHF

Expense relating to short-term leases 5,775
Expense relating to leases of low-value assets 796
Expense relating to variable lease payments not included in the measurement of lease liabilities 229
Lease-related expenses 6,800
Depreciation of right-of-use assets 40,610
Interests expenses on lease liabilities 4,796
Total amount recognized in the income statement 52,206
In fiscal year 2019/20, the Group’s total cash outflow for lease payments was CHF 43.0

million, including interest paid.
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Accounting policies

Definition of a lease At inception of a contract, the Group assesses whether a contract is, or
contains, a lease. A contract is or contains a lease if the contract conveys
a right to control the use of an identified asset for a period of time in

exchange for consideration.

Recognition and The Group recognizes a right-of-use asset and a lease liability at the lease
measurement commencement date.
of a lease

The lease liability is initially measured at the present value of the future
lease payments that are not paid at the commencement date, discounted
using the incremental borrowing rate defined on a Group level, specific to
the currency of the lease contract. Lease payments included in the initial
measurement of the lease liability include for example fixed payments
and variable payments that depend on an index or rate, which are

initially measured using the index or rate at the commencement date.

The lease liability is subsequently measured at amortized cost using the
effective interest method, decreased by lease payments made. The lease
liability is remeasured in case of changes in future lease payments
(i.e. index-based rents) or any changes in the assessments of extension
or termination options. For such remeasurements a corresponding
adjustment generally is made to the right-of-use asset.

The right-of-use asset is initially measured at cost, which comprises the
initial amount of the lease liability, plus any initial direct costs incurred,
an estimate of costs for restoration obligations, payments made at or
before the commencement date and less any lease incentives received.
The right-of-use asset is subsequently depreciated using the straight-line
method from the commencement date to the earlier of the end of the
lease term or the end of the useful life of the underlying asset
(determined on the same basis as those of property, plant and
equipment). In addition, the right-of-use asset is periodically reduced by
impairment losses, if any, and adjusted for certain remeasurements of

the lease liability.

The Group applies judgment to determine the lease terms for lease
contracts that include renewal or termination options. The assessment of
whether the Group is reasonably certain to exercise such options impacts
the lease term which significantly affects the amount of right-of-use

assets and lease liabilities recognized in the balance sheet.

Short-term leases The Group has elected not to recognize right-of-use assets and lease
and leases of low- liabilities for short-term leases that have a lease term of 12 months or less
value assets and do not contain a purchase option, and leases of low-value assets. The

Group recognizes the lease payments associated with these leases as an

expense on a straight-line basis over the lease term.
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2.3 Intangible assets
2019/20 Goodwill  Brand names and Internally Other / Under Total
licenses generated development
intangible assets
in thousands of CHF
At cost
as of September 1, 2019 859,630 71,821 470,197 58,931 1,460,579
Business combination (Note 5.1) 60 - - - 60
Additions - 333 22,226 24,905 47,464
Disposals - (9,964) (9,793) (1,804) (21,561)
Currency translation adjustments (36,911) (1,043) (13,462) (3,246) (54,662)
Reclassifications from under development - 8 32,300 (32,308) -
Other reclassifications’ - 802 1,023 (1,714) 111
as of August 31, 2020 822,779 61,957 502,491 44,764 1,431,991
Accumulated amortization
and impairment losses
as of September 1, 2019 - 57,745 344,055 32,448 434,248
Amortization - 4,461 35,587 4,780 44,828
Impairment (Note 1.3) - - 1,505 139 1,644
Disposals - (9,964) (9,880) (1,406) (21,250)
Currency translation adjustments - (538) (10,691) (1,954) (13,183)
Other reclassifications’ - 802 336 (1,118) 20
as of August 31, 2020 - 52,506 360,912 32,889 446,307
Net as of August 31, 2020 822,779 9,451 141,579 11,875 985,684
1 Reclassified from “Property, plant and equipment”.
2018/19 Goodwill Brand names and Internally Other / Under Total
licenses generated development
intangible assets
in thousands of CHF
At cost
as of September 1, 2018 830,974 78,700 432,917 39,917 1,382,509
Business combination (Note 5.1) 31,565 525 - - 32,091
Additions - 5 18,223 42,988 61,216
Disposals - (20) (773) (399) (1,192)
Currency translation adjustments (3,024) (800) (9,784) (1,901) (15,510)
Reclassifications from under development - 43 15,921 (15,964) -
Other reclassifications? 114 (6,632) 13,693 (5,711) 1,465
as of August 31, 2019 859,630 71,821 470,197 58,931 1,460,579
Accumulated amortization
and impairment losses
as of September 1, 2018 - 57,745 304,446 28,808 390,998
Amortization - 3,457 33,678 4,579 41,714
Impairment (Note 1.3) - 16 778 490 1,284
Disposals - (16) (206) (141) (362)
Currency translation adjustments - (694) (7,037) (630) (8,361)
Other reclassifications' - (2,763) 12,396 (659) 8,974
as of August 31, 2019 - 57,745 344,055 32,448 434,248
Net as of August 31, 2019 859,630 14,076 126,142 26,482 1,026,331
1 During fiscal year 2018/19, a Group finance operational excellence project aimed at harmonization and automation was conducted that resulted in
reclassifications within "Property, plant and equipment" and "Intangible assets" categories. The net book value of CHF —7.5 million was transferred from
"Property, plant and equipment" to "Intangible assets".
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Additions and reclassification from under development to internally generated
intangible assets amounted to CHF 54.5 million in fiscal year 2019/20
(2018/19: CHF 34.1 million). This mainly included costs related to various projects of
internally generated software and amounted to CHF 51.6 million (2018/19:
CHF 29.4 million). This also included costs related to the development of recipes and
innovations of CHF 2.9 million that were recorded under internally generated
intangible assets (2018/19: CHF 4.7 million). Additions to other intangible assets mainly
included projects under development.

The remaining amortization period for brand names varies between one and ten
years, for licenses up to ten years, for software between one and eight years and for
other including patents between one and twelve years.

Impairment testing for cash-generating units containing goodwill
The carrying amount of goodwill for the Group amounts to CHF 822.8 million
(2018/19: CHF 859.6 million). The allocation to the segments is as follows:

as of August 31,

2020

2019

in million CHF

Global Cocoa

437.3

461.8

EMEA

301.4

307.9

Americas

79.4

85.1

Asia Pacific

4.7

4.8

Total

822.8

859.6

Goodwill acquired in a business combination is allocated to the respective segment that
is expected to benefit from the synergies of the business combination, at acquisition
date. Due to the Group’s fully integrated business in the Regions, the segments represent
the lowest level within the entity at which the goodwill is monitored for internal
management purposes. Thus, the impairment test is performed on a segment level.

For the impairment test, the recoverable amount of a cash-generating unit is based on
its value-in-use and is compared to the carrying amount of the corresponding cash-
generating unit. Future cash flows are discounted using a pre-tax rate that reflects
current market assessments based on the weighted average cost of capital (WACC).

The Group performs its impairment test during the fourth quarter of the fiscal year.
This approach was chosen because the Mid-Term Plan, covering the next five fiscal
years, is updated annually in the third quarter. The Mid-Term Plan is based on the
assumption that there are no major changes to the Group’s organization. The residual
value is calculated from an estimated continuing value, which is primarily based on the
fifth year of the Mid-Term Plan. The terminal growth rate used for determining the
residual value does not exceed the expected long-term growth rate of the industry.

The annual impairment tests did not result in a need to recognize impairment losses
in fiscal year 2019/20.
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The key sensitivities in the impairment test are the WACC as well as the terminal
growth rate.

Key assumptions used for value-in-use calculations

2020 2019
Discount rate Terminal growth rate Discount rate Terminal growth rate
Global Cocoa 9.2% 0.8% 9.0% 1.4%
EMEA 7.9% 0.2% 7.8% 1.2%
Americas 7.6% 1.5% 8.4% 1.1%
Asia Pacific 7.5% 1.9% 8.1% 3.0%

The Group has carried out a sensitivity analysis, containing various scenarios. Taking
reasonable possible changes in key assumptions into account, no impairment losses have
been revealed.

Accounting policies

Goodwill Goodwill on acquisitions is the excess of acquisition date fair value of the
total consideration transferred plus the recognized amount of any non-
controlling interest in the acquiree and the acquisition date fair value of
assets acquired, liabilities and contingent liabilities assumed. Following
the initial recognition, goodwill is measured at cost less any accumulated
impairment losses. Goodwill is reviewed for impairment annually on the
same date or more frequently if events or changes in circumstances
indicate that the carrying value may be impaired. Negative goodwill is
recognized directly in the Consolidated Income Statement.

At the acquisition date, any acquired goodwill is allocated to each of the
cash-generating units (CGU). The Group defines its CGU for goodwill
impairment testing based on the way that it monitors and derives
economic benefits from the acquired goodwill. The impairment tests are
performed by comparing the carrying value of the assets of these CGU
with their recoverable amount, based on their value in use, which
corresponds to their future projected cash flows discounted at an
appropriate pre-tax rate of return. The cash flows correspond to
estimates made by Group Management in financial plans and business
strategies covering a period of five years after making adjustments to
consider the assets in their current condition. They are then projected to
perpetuity using a multiple which corresponds to a steady growth rate.
The Group assesses the uncertainty of these estimates by making
sensitivity analyses. Where the recoverable amount of the CGU is less
than the carrying amount, an impairment loss is recognized.

Research and Research costs are expensed as incurred.

Development costs . .
Development costs for projects related to recipes and product

innovations are capitalized as an intangible asset if it can be dem-
onstrated that the project is expected to generate future economic
benefits, if it is probable that those future economic benefits will flow to
the entity and the costs of the asset can be measured reliably.
Development costs previously recognized as an expense are not re-
cognized as an asset in a subsequent period. Development costs that
have been capitalized are amortized on a straight-line basis over the
period of their expected useful life. The amortization periods adopted do
not exceed five years.
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Brand names, Other acquired intangible assets include brand names, licenses, customer

licenses and other relationships, patents and trademarks, software and projects to improve

intangible assets the processes. Patents and licenses are amortized over their period of

validity. All other intangible assets are amortized on a straight-line basis
over their anticipated useful life not exceeding ten years. The
amortization charge is included in the positions “General and
administration expenses” and “Cost of goods sold” in the Consolidated
Income Statement.

2.4 Inventories

as of August 31, 2020 2019
in thousands of CHF
Cocoa beans stocks 772,030 693,036
Semi-finished and finished products 953,859 908,770
Other raw materials and packaging materials 184,028 201,868
Total inventories 1,909,917 1,803,674
As at August 31, 2020, the value of cocoa and chocolate inventories designated in a
hedging relationship amounted to CHF 1,187.4 million (2018/19: CHF 1,063.2 million),
on which a fair value hedge adjustment of CHF 2.2 million was recorded
(2018/19: CHF -60.8 million). For further detail of hedged inventories refer to Note
3.7.9 — “Effect of hedge accounting on the financial position and performance.”
In 2019/20, materials used of CHF 4,796.5 million (2018/19: CHF 5,108.9 million)
were recognized as an expense during the year and included in “Cost of goods sold.”
In fiscal year 2019/20, inventory write-downs of CHF 40.0 million were recognized
as expenses (2018/19: CHF 44.6 million).
There were no inventories pledged in fiscal years 2019/20 and 2018/19.
Accounting policies
Inventories Inventories are measured at the lower of cost and net realizable value.
The cost of inventories comprises the costs of materials, direct
production costs including labor costs and an appropriate proportion of
production overheads and factory depreciation. Those inventories that
are allocated as hedged items in a fair value hedge relationship are
adjusted for the change in the fair value attributable to the hedged cocoa
price risk.
For movements in inventories, the average cost method is applied. Net
realizable value is defined as the estimated selling price less costs of
completion, direct selling and distribution expenses.
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2.5 Trade receivables and other current assets
as of August 31, 2020 2019
in thousands of CHF
Trade receivables 387,404 449,196
Accrued income 22,643 32,689
Loans and other receivables 12,257 63,945
Other current financial assets 16,655 18,823
Receivables representing financial assets 438,959 564,653
Prepayments 57,655 72,443
Other current non-financial assets 1,802 1,540
Other tax receivables and receivables from government 112,369 177,147
Other receivables 171,826 251,130
Total trade receivables and other current assets 610,785 815,783
The Group runs asset-backed securitization programs, whereby trade receivables are
sold at their nominal value minus a discount in exchange for cash. The amount of
the receivables sold net of discounts as at August 31, 2020, was CHF 323.8 million
(2019: CHF 365.4 million). This amount was derecognized from the balance sheet.
The amount is the combination of the gross value of the receivables sold of
CHF 340.9 million (CHF 380.7 million as of August 31, 2019) and the discount
applicable of CHF 17.1 million (CHF 15.3 million as of August 31, 2019).
Net amounts payable to these programs amounted to CHF 85.8 million as at
August 31, 2020 (2019: CHF 71.2 million), consisting of the balance of receivables
collected before the next rollover date of CHF 102.9 million (2019: CHF 86.5 million),
less the discount on receivables sold of CHF 17.1 million (2019: CHF 15.3 million).
These amounts are included in Note 2.6 — “Trade payables and other current liabilities”
on a net basis.
The discount is retained by the programs to establish a dilution reserve, a yield
reserve, and an insurance first loss reserve.
Trade receivables with the fair value of CHF 75.9 million (and CHF 76.0 million
nominal amount) as at August 31, 2020 (2019: fair value CHF 84.4 million, nominal
amount CHF 84.6 million), are held for realization through sale under the asset-backed
securitization programs and are therefore classified as measured at fair value through
profit or loss. All other trade receivables, accrued income, loans, other receivables and
other current financial assets are measured at amortized cost.
Interest expense paid under the asset-backed securitization programs amounted to
CHF 4.2 million in fiscal year 2019/20 (2018/19: CHF 5.3 million) and is reported under
interest expense.
For detailed information about the expected credit losses calculated on the Group’s
financial assets measured at amortized cost refer to Note 3.7.4 — “Credit risk and
concentration of credit risk”.
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Accounting policies

Trade receivables Trade receivables, with the exception of those receivables that are
managed under the asset-backed securitization programs, are stated at
amortized cost, less lifetime expected credit losses.

The Group maintains asset-backed securitization programs for trade
receivables, transferring the contractual rights to the cash flows of third-
party trade receivables at their nominal value minus a discount. These
receivables are derecognized from the balance sheet. The net amount
reported under “Other current assets” or “Other current liabilities” is the
amount of the discount minus the receivables already collected at
the balance sheet date, but not yet remitted to the asset-purchasing
company. Before being sold, the receivables that are managed under the
asset-backed securitization programs are classified as financial assets
measured at fair value through profit or loss.

Other financial Other financial assets are the items reported in the lines “Loans and

assets other receivables” and “Other current financial assets”. Other financial
assets are classified as measured at amortized cost less expected
impairment losses. The Group’s other financial assets have contractual
cash flows that are solely principal, and the Group’s interest and business
model is to hold these assets to collect contractual cash flows.

All purchases and sales of financial assets are recognized on the trade
date. Financial assets are recognized when the Group becomes a party to
the contractual provisions and are initially measured at fair value, which
represents the transferred consideration, plus transaction costs.

Financial assets are derecognized when the Group loses control of the
contractual rights to the cash flows of the assets. Such control is lost
when the rights and benefits specified in the contract are realized,
expired, or are surrendered.

Allowance for im- At each reporting date, the Group recognizes an impairment allowance
pairment losses of  for financial assets measured at amortized cost.

financial assets . . , . .
The impairment allowance represents the Group’s estimates of lifetime

expected credit losses, which are the present value of the cash shortfalls
over the expected life of the financial assets.

Impairment losses are reflected in the allowance account of the respec-
tive financial asset class and recognized in the Consolidated Income
Statement as follows:

Financial asset class Line item in Consolidated Income Statement
Cash and cash equivalents Finance expense

Deposits Other expense

Trade receivables Revenue from sales and services

Other receivables Other expense

Other financial assets Other expense
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2.6 Trade payables and other current liabilities
as of August 31, 2020 2019
in thousands of CHF
Trade payables 652,379 632,152
Accrued expenses 102,681 110,635
Other payables 188,759 202,782
Payables representing financial liabilities 943,819 945,569
Accrued wages and social security 119,700 126,489
Other taxes and payables to governmental authorities 51,951 51,495
Deferred income 4,173 3,958
Other liabilities 175,824 181,942
Total trade payables and other current liabilities 1,119,643 1,127,511
The Group has payables related to asset-backed securitization programs, see
Note 2.5 — “Trade receivables and other current assets”. Other payables also consist of
outstanding ledger balances with commodity brokers.
Accounting policies
Trade payablesand  Trade payables and other current financial liabilities are initially
other current recognized at fair value, net of transaction costs, when the Group
financial liabilities becomes a party to the contractual provisions. They are subsequently

carried at amortized cost using the effective interest rate method. A

financial liability is derecognized when the obligation is discharged,

cancelled, or expires.
2.7 Provisions
in thousands of CHF Restructuring Litigation & claims Other Total
as of September 1, 2019 470 6,924 17,916 25,310
Additions 1,931 5,147 12,857 19,935
Use of provisions (865) (1,111) (8,987) (10,963)
Release of unused provisions - (3,514) (966) (4,480)
Currency translation adjustments (104) (331) (3,159) (3,594)
as of August 31, 2020 1,432 7,115 17,661 26,208
of which:
Current 1,432 5,610 12,852 19,894
Non-current - 1,505 4,809 6,314
Restructuring
As at August 31, 2020, the restructuring provisions are mainly related to the closure of
the cocoa factory in Makassar, Indonesia.
Litigation & claims
The amount includes provisions for certain litigations and claims that have been set up
to cover legal and administrative proceedings that arise in the ordinary course of
business. Group companies are involved in various legal actions and claims as they arise
in the ordinary course of the business. This includes labor and non-income tax claims,
claims related to transactions such as acquisitions and disposals or claims from
customers for product liability and recalls. Customer claims are generally covered by a
global insurance policy.
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Provisions have been made, where quantifiable, for probable outflows not covered by
insurance. In management’s opinion, after taking appropriate legal advice, the outcome of
these legal claims will not give rise to any significant loss beyond the amounts provided
as of August 31, 2020. Any payments to be made will depend upon the date on which
legally binding decrees and decisions are issued.

Other provisions

Other provisions include amounts that have been provided to cover the negative
outcome of onerous contracts. The total provision for onerous contracts amounted to
CHF 7.9 million as at August 31, 2020 (2019: CHF 10.6 million), and is expected to be
fully utilized during the coming twelve months. The non-current portion was partially
carried on from previous fiscal year and covers different types of risk, including non-
income tax risks and warranties, and the majority is expected to be used within three
years.

Accounting policies

Provisions Provisions are recognized when the Group has a present legal or
constructive obligation as a result of past events and it is probable that
an outflow of resources will be required to settle the obligation, and a
reliable estimate thereof can be made.

Provisions are recorded for identifiable claims and restructuring costs.
Restructuring provisions mainly comprise employee termination
payments. Specific provisions for restructuring costs are recorded at such
time as the management approves the decision to restructure and a
formal plan for restructuring is communicated.

Barry Callebaut | Annual Report 2019/20

69



Letter to Shareholders  Overview Business Highlights  Sustainability Our People  Financial Reports

Notes to the Consolidated Financial Statements

3 Capital and Financial Risk Management

3.1 Capital management
The Group continues to apply its policy to maintain a sound capital base to support the
continued development of the business. The Board of Directors seeks to maintain a
prudent balance between debt and equity. In compliance with bank covenants, there is
also a minimum tangible net worth value (equity — intangible assets) set at CHF 750 million.
The target payout ratio to shareholders is set in a range of 35% to 40% of the net
profit in the form of a dividend. The target payout ratio and the form of the payout
recommended by the Board is reviewed on an annual basis and is subject to the decision
at the Annual General Meeting of Shareholders.
The Group’s subsidiaries have complied with applicable local statutory capital
requirements.

3.2 Equity

Share

as of August 31, 2020

2019

2018

in thousands of CHF

Share capital is represented by 5,488,858 (2019: 5,488,858; 2018: 5,488,858) authorized and 110
issued shares of each CHF 0.02 fully paid in (2019: 0.02; 2018: 0.02)

110

110

Share capital and dividends

The issued share capital is divided into 5,488,858 registered shares with a nominal value
of CHF 0.02 (2019: CHF 0.02). All of the issued shares are fully paid and validly issued
and are not subject to calls for additional payments of any kind. The Company has one
class of shares, which carries no right to a fixed dividend.

By resolution of the Annual General Meeting on December 11, 2019, the
shareholders approved the proposed distribution of dividends in the amount of
CHF 26.00 per share, effected through a dividend payment of CHF 142.7 million. The
respective payments to the shareholders took place on January 8, 2020.

During the fiscal year 2018/19, the payout of CHF 24.00 per share was effected
through a dividend payment out of retained earnings in the amount of CHF 131.5
million. The respective payments took place on January 9, 2019.

Treasury shares

Treasury shares are valued at weighted average cost and, in accordance with IFRS, have
been deducted from equity. The book value of the treasury shares as at August 31, 2020,
amounted to CHF 23.3 million (2019: CHF 19.5 million).

The fair value of the treasury shares as at August 31, 2020, amounted to
CHF 25.7 million (2019: CHF 22.9 million). As at August 31, 2020, the number of
outstanding shares amounted to 5,476,021 (2019: 5,477,560) and the number of treasury
shares to 12,837 (2019: 11,298). During this fiscal year, 14,840 shares have been
purchased, 13,301 transferred to employees and members of the Board of Directors
under the employee stock ownership program (2018/19: 13,200 purchased; 13,563
transferred).
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Retained earnings

As at August 31, 2020, retained earnings contain legal reserves of CHF 23.3 million

(2019: CHF 19.5 million), which are not distributable to the shareholders pursuant to

Swiss law.

Hedging reserves

Hedging reserves comprise the effective portion of the cumulative net change in the fair

value of cash flow hedging instruments related to hedged transactions that are expected

to occur. For further detail about the hedge reserves refer to Note 3.7.9 — “Effect of

hedge accounting on the financial position and performance”.

Cumulative translation adjustment (CTA)

Cumulative translation adjustments comprise all foreign currency differences arising

from the translation of the financial statements of foreign operations.

Movements in non-controlling interests

in thousands of CHF 2019/20 2018/19
as of September 1, 14,320 15,715
Non-controlling share of profit/(loss) (4,560) (1,549)
Dividend paid to non-controlling shareholders - (17)
Change in non-controlling interests (7,676) -
Non-controlling share of other comprehensive income (314) 171
as of August 31, 1,770 14,320

The non-controlling interests are individually not material for the Group.

Accounting policies

Transactions with The Group applies the policy of treating transactions with non-
non-controlling controlling interests equal to transactions with equity owners of the
interests Group. For purchases from non-controlling interests, the difference

between consideration paid and the relevant share acquired of the
carrying value of net assets of the subsidiary is recorded in equity. Gains
or losses on disposal to non-controlling interests are also recorded
in equity.
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3.3 Earnings per share
in CHF 2019/20 2018/19
Basic earnings per share from continuing operations (CHF/share) 57.66 67.57
Diluted earnings per share (CHF/share) 57.46 67.21
The following amounts of earnings have been used as the numerator in the calculation of
basic and diluted earnings per share:
in thousands of CHF 2019/20 2018/19
Profit for the year attributable to shareholders of the parent company, used as numerator for basic earnings per 316,054 370,280
share adjusted for net loss from discontinued operations
After-tax effect of income and expenses on dilutive potential ordinary shares = -
Adjusted net profit for the year used as numerator for diluted earnings per share 316,054 370,280
The following numbers of shares have been used as the denominator in the calculation
of basic and diluted earnings per share:

2019/20 2018/19
Number of shares issued 5,488,858 5,488,858
Weighted average number of treasury shares held (7,414) (9,134)
Weighted average number of ordinary shares outstanding, used as denominator for basic earnings per share 5,481,444 5,479,724
Dilution potential of equity-settled share-based payments 18,927 29,697
Adjusted weighted average number of ordinary shares, used as denominator for diluted earnings per share 5,500,371 5,509,421
3.4 Cash and cash equivalents
Cash and cash equivalents amounted to CHF 1,386.0 million as of August 31, 2020
(prior year CHF 557.8 million), and they comprise of cash on hand, checks, bank
balances and unrestricted bank deposit balances with an original maturity of 90 days or
less. Bank overdrafts amounted to CHF 103.6 million as of August 31, 2020 (prior year
CHF 132.6 million), and are repayable on demand, forming an integral part of the
Group’s cash management, are included as a component of cash and cash equivalents
for the purpose of the Consolidated Cash Flow Statement.
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3.5 Financial liabilities
3.5.1 Bank overdrafts and short-term debt
as of August 31, 2020 2019
in thousands of CHF Carrying amounts
Bank overdrafts 103,603 132,638
Commercial paper 400,796 136,702
Short-term debt 60,083 54,336
Short-term portion of long-term debt (Note 3.5.2) 482 5,349
Finance lease obligations - 603
Other 14 13
Short-term debt 461,375 197,003
Short-term lease liabilities 36,543 -
Short-term financial liabilities 601,521 329,641
Short-term financial liabilities are mainly denominated in EUR and XOF as shown in
the table below:
as of August 31, 2020 2019
Split per currency Amount Interest range Amount Interest range
in thousands of CHF from to from to
EUR 415,697 (0.46%) 0.74% 139,416 (0.11%) 7.00%
XOF 104,158 4.25% 5.80% 128,049 4.25% 5.25%
BRL 26,890 3.75% 9.01% 42,631 6.65% 7.29%
usb 24,741 1.03% 3.00% 39 2.09% 2.09%
CLP 9,759 1.20% 4.14% 7,103 3.10% 4.77%
INR 4,364 6.84% 8.50% 4,888 7.05% 9.19%
CHF 3,744 (0.79%) 0.92% - - -
TRL 2,663 6.50% 17.29% - - -
Other 9,505 0.22% 9.30% 7,515 1.41% 7.70%
Total 601,521 329,641
3.5.2 Long-term debt
as of August 31, 2020 2019 2020 2019
in thousands of CHF Carrying amounts Fair values
Senior Notes 837,225 872,993 910,472 977,244
Schuldscheindarlehen 1,103,551 658,406 1,103,551 658,406
Less current portion (Note 3.5.1) (482) (5,349) (482) (5,349)
Other Loans 66,034 8,403 66,034 8,403
Total long-term debt 2,006,328 1,534,453 2,079,575 1,638,704
Long-term lease liabilities 150,325 - 150,325 -
Long-term financial liabilities 2,156,653 1,534,453 2,229,900 1,638,704
On June 15, 2011, the Group issued a 5.375% Senior Note with maturity in 2021 for an
amount of EUR 250 million. On August 1, 2019, the Group repaid the EUR 250 million
Senior Note in full.

On June 20, 2013, the Group issued a 5.5% Senior Note with maturity in 2023 for
an amount of USD 400 million. The Senior Note was issued at a price of 98.122%
and includes a coupon step-up clause of 0.25% (limited to 1.00% per annum)
per downgraded notch per rating agency. The coupon currently amounts to 5.5%
(2018/19: 5.5%)
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On May 24, 2016, the Group issued a 2.375% Senior Note with maturity in 2024 for an
amount of EUR 450 million. The Senior Note was issued at a price of 99.104%. The
coupon amounts to 2.375%.

On October 3, 2019, the Group extended the maturity of its EUR 750 million
Revolving Credit Facility to June 2024. On March 24, 2020, the Group amended its
EUR 750 million Revolving Credit Facility into a EUR 1,000 million Revolving Credit
Facility with maturity in 2024. Due to the uncertainty in the financial markets caused by
the COVID-19 outbreak, the Group took the precautionary measure on March 31, 2020,
to draw the EUR 1,000 million Revolving Credit Facility in full to safeguard liquidity.
The outstanding amount of EUR 1,000 million was fully repaid at the end of July 2020
hereby using available cash as well as proceeds from the CHF 450 million equivalent
Schuldscheindarlehen issued that same month. Consequently, there were no outstanding
amounts under the Revolving Credit Facility as per August 31, 2020.

On February 13, 2019, the Group issued a EUR 600 million equivalent
Schuldscheindarlehen. An amount of EUR 191 million with maturity in 2026, an
amount of EUR 254 million with maturity in 2027 and an amount of EUR 22 million
with maturity in 2029 were raised in euros. An amount of CHF 11 million with maturity
in 2026, an amount of CHF 131 million with maturity in 2027 and an amount of CHF 10
million with maturity in 2029 were raised in Swiss francs. The weighted average interest
rate at issuance date is 1.47% p.a.

On May 27, 2020, the Group issued a EUR 60 million Private Placement with
maturity in 2022.

On July 27, 2020, the Group issued a CHF 450 million equivalent
Schuldscheindarlehen. An amount of EUR 145.5 million with maturity in 2025, an
amount of EUR 72.5 million with maturity in 2027, an amount of EUR 127.5 million
with maturity in 2028, and an amount of EUR 57 million with maturity in 2030 were
raised in euros. An amount of CHF 15 million with maturity in 2025, an amount of
CHF 5 million with maturity 2027 were raised in Swiss francs. The weighted average
interest rate at issuance is 1.68% p.a.?

The USD 400 million Senior Note, the EUR 450 million Senior Note, the EUR
1,000 million Revolving Credit Facility, the EUR 600 million equivalent
Schuldscheindarlehen, the EUR 60 million Private Placement, the CHF 450 million
equivalent Schuldscheindarlehen all rank pari passu. The Senior Notes, the Revolving
Credit Facility, the Private Placement as well as the two Schuldscheindarlehen issuances
are guaranteed by Barry Callebaut AG.

In addition, there are financial covenants related to the Revolving Credit Facility
which comprise of key figures related to profitability per tonne, interest cover ratio and
tangible net worth value.

1 The floating rate tranches, which represent 56% of the total transaction amount, have a 6-month-IBOR
base rate floored at 0%.

2 The floating rate tranches, which represent 35% of the total transaction amount, have a 6-month-IBOR
base rate floored at 0%.
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as of August 31, 2020 2019
in thousands of CHF
2020/21 = 2,013
2021/22 93,305 282
2022/23 379,311 388,281
2023/24 496,257 485,365
2024/25 (and thereafter for 2019) 183,974 658,512
2025/26 (and thereafter for 2020) 1,003,806 -
Long-term financial liabilities 2,156,653 1,534,453
The weighted average maturity of the long-term financial liabilities (i.e. without any
portion falling due in less than 12 months) decreased from 5.9 years to 5.4 years.

Long-term financial liabilities are to a major extent denominated in EUR and USD
and at fixed interest rates.
as of August 31, 2020 2019
Split per currency Amount Interest range Amount Interest range
in thousands of CHF from to from to
EUR? 1,478,353 1.20% 2.38% 991,789 1.20% 2.38%
EUR? 32,845 0.90% 8.51% 2,840 0.90% 6.00%
usb 431,193 1.03% 5.50% 388,258 5.50% 5.50%
CHF 175,315 0.04% 1.60% 151,480 1.10% 1.29%
XOF 6,922 4.35% 5.80% - - -
SGD 6,264 1.13% 3.21% - - -
SEK 5,299 0.47% 1.75% - - -
Other 20,462 0.22% 17.29% 86 4.93% 5.18%
Long-term financial liabilities 2,156,653 1,534,453
1 Includes: Senior Note, Schuldscheindarlehen, Private Placement.
2 Includes: Long-term lease liabilities, Other long-term debts.
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3.5.3 Changes in liabilities and equity from financing activities

Short-term  Long-term Lease Retained Share Treasury Non- Total

debt debt liabilities earnings capital shares  controlling
interests

in thousands of CHF Financial liabilities Equity
as of September 1, 2018 619,797 1,168,798 - 2,920,817 110 (20,920) 15,715 4,704,318
Cash flows from financing activities (434,503) 396,120 - (131,501) - (22,781) (17) (192,682)
Proceeds from the issue of short-term debt 98,530 - - - - - - 98,530
Repayment of short-term debt (533,033) - - - - - - (533,033)
Proceeds from the issue of long-term debt - 677,579 - - - - - 677,579
Repayment of long-term debt - (281,459) - - - - - (281,459)
Dividend payment - - - (131,501) - - - (131,501)
Purchase of treasury shares - - - - - (22,781) - (22,781)
Dividends paid to non-controlling interests - - - - - - (17) (17)
Other changes related to liabilities 11,709 (30,465) - - - - - (18,756)
Amortized structuring fee - 3,997 - - - - - 3,997
Change in accrued finance expense other - 610 - - - - - 610
Interest expense 115,697 - - - - - - 115,697
Interest paid (115,549) - - - - - - (115,549)
Foreign exchange movements 5,774 (29,285) - - - - - (23,511)
Reclassification 5,787 (5,787) - - - - - -
Other changes related to equity - - - 317,844 - 24,195 (1,378) 340,661
as of August 31, 2019 197,003 1,534,453 - 3,107,161 110 (19,506) 14,320 4,833,542
Adjustment on initial application of IFRS 16! (603) (635) 206,348 - - - - 205,110
Impact of first-time adoption of IFRIC 232 - - - (23,463) - - - (23,463)
as of September 1, 2019 196,400 1,533,818 206,348 3,083,698 110 (19,506) 14,320 5,015,189
Cash flows from financing activities 281,627 517,714 (38,164) (142,710) - (27,332) - 591,135
Proceeds from the issue of short-term debt 423,348 - - - - - - 423,348
Repayment of short-term debt (141,721) - - - - - - (141,721)
Proceeds from the issue of long-term debt - 1,593,050 - - - - - 1,593,050
Repayment of long-term debt - (1,075,336) - - - - - (1,075,336)
Payment of lease liabilities - - (38,164) - - - - (38,164)
Dividend payment - - - (142,710) - - - (142,710)
Purchase of treasury shares - - - - - (27,332) - (27,332)
Dividends paid to non-controlling interests - - - - - - - -
Other changes related to liabilities (16,653) (45,205) 18,684 - - - - (43,174)
Amortized structuring fee - 2,538 - - - - - 2,538
Change in accrued finance expense other - 918 - - - - - 918
New leases and modifications - - 28,767 - - - - 28,767
Interest expense 70,652 - 4,796 - - - - 75,448
Interest paid (70,103) - (4,796) - - - - (74,899)
Foreign exchange movements (17,691) (48,172) (10,083) - - - - (75,946)
Reclassification 489 (489) - - - - - -
Other changes related to equity - - - 335,055 - 23,533 (12,550) 346,038
as of August 31, 2020 461,374 2,006,327 186,868 3,276,043 110 (23,304) 1,770 5,909,188

1 Refer to “Introduction of new standards and interpretations in 2019/2020” section on pages 46—49 for further details on the effect of initial application of IFRS

16 — Leases.

2 Refer to “Introduction of new standards and interpretations in 2019/2020” section on page 50 for further details on the effect of initial application of IFRIC 23

— Uncertainty over Income Tax Treatments.
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3.5.4 Obligations under finance leases

Prior to the introduction of IFRS 16, the Group entered into finance leasing arrangements
for various assets.

as of August 31,

2019

2019

in thousands of CHF

Minimum lease
payments

Present value of
minimum lease

payments
Amounts payable under finance leases
within one year 629 603
in the second to fifth year inclusive 651 635
more than five years - -
Total amount payable under finance leases 1,280 1,238
less: future finance charges (42) -
Present value of lease obligations 1,238 1,238
Amount due for settlement next 12 months (Note 3.5.1) 603
Amount due for settlement after 12 months 635
The amount of obligations under finance leases was CHF 1.2 million in 2018/19. The
weighted average term of finance leases applied to leased assets was 32.7 years in
2018/19.
A finance lease obligation for a building with a term of 60 years was fully paid in
advance.
The average effective interest rate was 4.5% in 2018/19 and interest rates are fixed at
the contract date.
All leases are on a fixed repayment basis, and no arrangement has been entered into
for contingent rental payment.
Due to the introduction of IFRS 16, all leases previously reported as finance leases
are now shown under “Right-of-use assets” and the related liabilities are reported as
“Leases liabilities”.
as of August 31, 2019

in thousands of CHF

Net carrying
amount of property,
plant and
equipment under
finance lease

Land and buildings 2,389
Plant and machinery 1,963
Furniture, equipment and motor vehicles 376
Total assets under financial lease 4,728
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Accounting policies

Financial liabilities

Financial liabilities are initially recognized at fair value, net of transaction
costs, when the Group becomes a party to the contractual provisions.
They are subsequently carried at amortized cost using the effective
interest rate method.

A financial liability is derecognized when the obligation is discharged,
cancelled, or expires.

Leases obligations

The Group recognizes a right-of-use asset and a lease liability at the lease
commencement date.

The lease liability is initially measured at the present value of the future
lease payments that are not paid at the commencement date, discounted
using the incremental borrowing rate defined on a Group level, specific to
the currency of the lease contract. Lease payments included in the initial
measurement of the lease liability include, for example fixed payments
and variable payments that depend on an index or rate, which are
initially measured using the index or rate at the commencement date.

The lease liability is subsequently measured at amortized cost using the
effective interest method, decreased by lease payments made. The lease
liability is remeasured in case of changes in future lease payments
(i.e. index-based rents) or any changes in the assessments of extension or
termination options. For such remeasurements a corresponding
adjustment generally is made to the right-of-use asset.

The Group applies judgment to determine the lease terms for lease
contracts that include renewal or termination options. The assessment of
whether the Group is reasonably certain to exercise such options impacts
the lease term which significantly affects the amount of lease liabilities
and assets recognized in the balance sheet.

Short-term leases
and leases of low-
value assets

The Group has elected not to recognize right-of-use assets and lease
liabilities for short-term leases that have a lease term of 12 months or less
and do not contain a purchase option, and leases with asset’s fair value,
when newly purchased, is lower than CHF 5,000. The Group recognizes
the lease payments associated with these leases as an expense on a
straight-line basis over the lease term.

Finance leases

Leases are classified as finance leases whenever the terms of the lease
transfer substantially all the risks and rewards of ownership to the lessee.

Assets held under finance leases are stated as assets of the Group at the
lower of their fair value and the present value of the minimum lease
payments at inception of the lease, less accumulated depreciation and
impairment losses. Leased assets are amortized over the asset’s
estimated useful life or the lower contract term.

The corresponding liability to the lessor is included in the balance sheet
as a finance lease obligation.

The finance cost component of the lease payment is recognized as
finance expense over the lease term based on the effective interest rate
method.
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3.6 Capital and lease commitments and guarantees

Capital commitments

as of August 31, 2020 2019
in thousands of CHF
Property, plant and equipment 4,225 4,588
Intangible assets 101 389
Total capital commitments 4,326 4,977
Guarantees in favor of third parties
Group companies have issued guarantee commitments for the fiscal year 2019/20 in the
amount of CHF 1.3 million (2018/19: CHF 1.5 million). These are mainly related to
third-party suppliers.
Operating lease commitments
The major impact of IFRS 16 on the Group relates to lease contracts previously
classified as operating leases that now are generally recognized on balance sheet (refer
to “Introduction of new standards and interpretations in 2019/2020” section for further
details on the effect of initial application of IFRS 16). Under previous accounting
policies, lease payments for operating leases were recognized as expenses in the income
statement.
In 2018/19, operating lease commitments represented rentals payable by the Group
for vehicles, equipment, buildings and offices. Equipment and vehicle leases were
entered for an average term of 2.0 years.
The future aggregate minimum lease payments under non-cancellable operating
leases were due as follows:
as of August 31, 2019
in thousands of CHF
In the first year 39,585
In the second to the fifth year 77,221
After five years 34,016
Total future operating lease commitments 150,822
in thousands of CHF 2018/19
Lease expenditure recognized in income statement 45,106
Accounting policies
Operating leases Leases where a significant portion of the risks, and rewards of ownership
are retained by the lessor are classified as operating leases. Rentals
payable under an operating lease are charged to the income statement
on a straight-line basis over the term of the lease.
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3.7 Financial risk management

The nature of its business exposes the Group to a variety of financial risks including the

effects of changes in market prices (commaodity prices, foreign exchange rates, and

interest rates) as well as credit risks and liquidity risks.

The Group’s overall strategy for managing these risks is consistent with the Group’s
objectives to maintain cost leadership, reduce earnings volatility in a cost-effective
manner and minimize potential adverse effects of such market exposures on the
financial performance of the Group. The Group’s sourcing centers and Treasury
department continuously monitor and hedge the exposures to commodity price risk,
foreign currency and interest rate risk. The Group Commodity Risk Committee (GCRC)
and Finance Committee regularly reviews and monitors the adherence to policies and
defined risk limits.The Group manages its business based on the following two business
models:

e Contract business: sales contracts for cocoa ingredients and industrial or gourmet
chocolate, where Barry Callebaut has entered into contracts with customers to deliver
fixed quantities at fixed prices. These contractually fixed prices are generally based
on the forward market prices of the raw material components valid at the contract
date for the forward delivery date on which the cocoa ingredients or chocolate is
planned to be delivered to the customers.

e Price list business: Barry Callebaut sets price lists for certain Gourmet, Specialties &
Decorations, and Beverage products. These price lists are normally updated at
intervals of six to twelve months. Customers buy products based on the issued price
lists without fixed commitments on quantities.

3.7.1 Commodity price risks

a) Commodity risk management

The manufacturing of the Group’s products requires raw materials such as cocoa beans,
sugar and sweeteners, dairy, nuts, oils and fats. Therefore, the Group is exposed to
commaodity price risks.

The Group’s sourcing centers manages the commodity risk in compliance with the
Group Commodity Risk Management (GCRM) Policy. The GCRC monitors the
Group’s commodity risk management activities and acts as the decision-making body
for the Group in this respect. The members of the GCRC include the Group’s Chief
Financial Officer (CFO) who acts as Chairman of the Committee, the President of
Global Cocoa, the VP Group Accounting, Reporting & Risk Management (GARRM),
the CFO of Global Cocoa, the VP of Global Cocoa Trading & Sourcing, the Head of
Global Sourcing (for non-cocoa materials) and the VP Group Treasury & Tax.

The GCRC reports to the Group’s Audit, Finance, Risk, Quality & Compliance
Committee (AFRQCC) and must inform the latter about key Group commodity risk
issues and the key mitigation decisions taken. The AFRQCC reviews and approves
GCRC requests and ensures that the commodity risk management strategy is consistent
with the Group’s objectives. It also sets the Group’s Value at Risk (VaR) limit for the
major raw material components. The AFRQCC makes recommendations to the Board of
Directors and advises the Board of Directors on important risk matters and/or asks for
approval. The Board of Directors is the highest approval authority for all GCRM matters
and approves the GCRM Policy as well as the Group VaR limit.

The Group applies a 95% ten-day VaR limit to manage the consolidated exposure to
commodity price risk. The VaR framework of the Group is based on the standard
historical VaR methodology; taking 2,000 days (equivalent to seven years) of the most
recent prices, based on which the day-to-day relative price changes are calculated. This
simulation of past market conditions is not predicting the future movement in
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commodity prices and therefore it does not represent actual losses. It only represents an
indication of the future commodity price risks based on historical volatility. VaR is
applied to materials with prices considered to exceed certain volatility levels (e.g. cocoa
beans and cocoa products, dairy products, sugar and sweeteners, nuts, oils and fats). As
at August 31, 2020, the Group had a total VaR for raw materials of CHF 9.4 million
(2019: CHF 11.9 million), well within the Group limit. The average VaR over the fiscal
year 2019/20 was CHF 11.5 million (2018/19: CHF 8.8 million).The VaR is used
together with a calculation of the expected shortfall and worst cases as well as the use of
stress test scenarios.

The GCRC allocates the Group VaR limit into VaR limits for cocoa and non-cocoa
raw materials such as sugar, dairy, oils and fats. These two VaR limits are then allocated
to limits in tonnes to the related risk reporting units for each of the two areas.

b) Cocoa price risk and the Group’s hedging strategy

The Group’s purchasing and sourcing centers make sourcing and risk management
decisions for cocoa beans, semi-finished cocoa products and ingredients including
hedging commaodity price risk exposures. Within the overall limits as defined by the
AFRQCC, the Group’s purchasing and sourcing centers can also act as a broker-trader
with the objective to generate profits from fluctuations in raw material prices or broker-
trader margins.

The fair value of the Group’s open sales and purchase commitments and inventory
are fluctuating in line with price movements in the respective commodity markets and
are therefore hedged. It is the Group’s policy to hedge its cocoa price risk resulting from
its inventory and purchase and sales contracts. The cocoa price risk component in cocoa
inventories, purchase and sales contracts as well as chocolate inventories and sales
contracts are hedged with exchange traded or over-the-counter cocoa bean derivatives
applying fair value hedge accounting. The Group also applies cash flow hedge
accounting whereby the cocoa price risk and foreign exchange risk from forecasted
cocoa sales are hedged with cocoa bean futures and foreign exchange forward contracts.

In order to calculate the cocoa bean price risk exposure embedded in the various
cocoa ingredients and chocolate inventories, purchase and sales contracts, the cocoa-
processing entities translate the various cocoa ingredient volumes in these positions into
cocoa bean equivalents, using technical yields (to calculate how many cocoa beans are
needed to produce those cocoa ingredient volumes). These technical ratios vary
according to cocoa ingredient types and cocoa-processing units. The chocolate entities
calculate the bean equivalent in their positions using the prevailing market/commercial
ratios. The entities use this approach and these ratios to enter into the appropriate
volume of hedging instruments in order to hedge the cocoa bean price risk component in
their positions. The Group also uses the same hedging ratios in hedge accounting as
described above.

The cocoa bean price risk component is contractually specified in the purchase and
sales contracts of cocoa ingredients and chocolate products. Therefore, the cocoa bean
price risk component is considered separately identifiable and reliably measurable in the
Group’s hedged items (cocoa ingredients purchase contracts, cocoa inventories,
chocolate inventories, cocoa ingredients sales contracts and chocolate sales contracts) as
well as in its hedging instruments (cocoa bean futures and other contracts accounted for
as derivatives).

¢) Sugar price risk hedges
The Group applies cash flow hedge accounting for hedging relationships when it hedges

its commodity price risk and its foreign exchange risks attributable to its forecasted
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sugar purchases with sugar futures and with foreign exchange forward contracts,
respectively. When the Group enters into agreements with sugar suppliers where the
price of the forecasted sugar purchases will be indexed to the raw sugar world market
price, it hedges these forecasted sugar purchases with sugar futures.

The raw sugar world market price risk component is a contractually specified
element in the hedged items. Therefore, the raw sugar world market price risk
component is considered separately identifiable and reliably measurable in the Group’s
hedged items (forecasted sugar purchases) as well as in its hedging instruments (sugar
futures).

d) Fuel price risk hedges

The Group is exposed to fuel oil prices through fuel index commercial contracts with
shipping and logistics companies. The Group enters into correlated derivative contracts
to mitigate the fuel price volatility associated with the highly probable expense. The
hedging relationship is accounted as cash flow hedges. The GCRC approves the
duration of hedged exposure and applies counterparty limits to monitor the derivative
instruments’ credit exposure.

3.7.2 Foreign currency risks

The Group operates across the world and consequently is exposed to multiple currency
risks, albeit primarily in CHF, EUR, USD, and GBP. The Group actively monitors its
transactional currency exposures and consequently enters into foreign currency hedges
with the aim of preserving the value of assets, commitments and anticipated transactions.
The related accounting treatment is explained in the section “Accounting policies”.

All risks relating to foreign currency exposures of assets and liabilities, certain
unrecognized firm commitments and highly probable forecasted purchases and sales are
centralized as far as possible within the Group’s Treasury department, where the
hedging strategies are defined.

Accordingly, the consolidated foreign currency exposures are hedged in compliance
with the Group’s Treasury Policy, mainly by means of forward currency contracts
entered into with financial institutions of a high credit rating. The Group’s Treasury
Policy imposes a dual risk control framework of both open position limits and near-time
fair valuation of net currency exposures. Both levels of control are substantially
interlinked, avoiding excessive net currency exposures and substantial volatility in the
Consolidated Income Statement.

The Group’s Treasury department is supervised by the Group Finance Committee,
which meets on a regular basis. The Group Finance Committee monitors the Group’s
foreign currency risk position and acts as a decision-taking body for the Group in this
respect. The Group Finance Committee consists of the Group’s CFO, the VP Group
Financial Planning & Analysis, the VP Group Treasury & Tax, the VP Group
Accounting, Reporting & Risk Management, and other Group Finance stakeholders.

The Group’s Treasury Policy, giving guidance on treasury risk management
including foreign currency and interest rate risks, is approved by the AFRQCC. The
Group’s Risk Management department reviews the consistency of the Group’s treasury
management strategy with the Group’s Treasury Policy and reports the status to the
Group’s CFO periodically. The AFRQCC is informed by the CFO about the status and
important matters in their quarterly meetings and approves requests of the Group
Finance Committee on important treasury risk matters including foreign currency risks
for recommendation to the Board of Directors. The Board of Directors is the highest
approval authority for all Group Treasury Risk Management matters.
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The table below provides an overview of the net exposure of CHF, EUR, USD, and

GBP against the main functional currencies in the Group. According to the Group’s

Treasury Policy, foreign exchange exposures are hedged as from identification on an

intraday basis in line with the approved exposure limits. In case of small deviations from

the agreed foreign exchange exposure limits, approval has to be sought from the

Group’s Treasury and Risk Management department. For significant deviations,

approval from the AFRQCC is required. Companies with the same functional currency

are shown in one group. The franc CFA in C6te d’Ivoire (XOF) and Cameroon (XAF)

have fixed exchange rate regimes where the two currencies are pegged at 656 per euro.

Net foreign currency exposures against major functional currencies

as of August 31, 2020 2019

Net exposure in thousands of CHF EUR usD GBP CHF EUR usD GBP
CHF/EUR/USD/GBP

CHF = (32,950) 49,418 (130) - 39,180 (34,536) 2
EUR 8,340 - 18,183 (9,482) 14,436 - (2,333) (2,994)
usD (260) (1,190) - (623) (645) (796) - 54
CAD (651) (518) (627) - 1 (1,140) (526) -
BRL (118) 1,040 177 - (118) 224 211 -
IDR - (157) (194) - - (274) (320) -
INR - (727) (1,817) - - (316) (1,402) -
JPY - (308) (160) (15) - (614) 65 (13)
MXN 5 - (514) - 5 (28) (3,182) -
RUB - 248 (3,548) (14) - (96) 40 22
SEK (14) 279 (3) (1) (11) 38 9 -
TRL = 181 (46) 14 (8) 519 (12) (30)
XAF - (20,056) - - - (15,116) - -
XOF = 29,814 = = - 72,085 - -
Total 7,302 (24,344) 60,869 (10,251) 13,660 93,666 (41,986) (2,959)

In order to quantify and manage the Group’s consolidated exposure to foreign currency
risks, the historical VaR has been implemented. The VaR concept serves as the
analytical instrument for assessing the Group’s foreign currency risk incurred under
normal market conditions. The VaR indicates the loss which, within a time horizon of
one day, will not be exceeded at a confidence level of 95% using seven years of
historical market prices for each major currency pair. The VaR is used together with the
calculation of the expected shortfall and worst cases as well as the use of stress test
scenarios. The VaR is based on static exposures during the time horizon of the analysis.
However, the simulation of past market conditions is not predicting the future
movement in foreign currency rates. Therefore, it does not represent actual losses. It
only represents an indication of future foreign currency risks. As of August 31, 2020,
the Group had a VaR of CHF 0.5 million (2019: CHF 0.4 million). The average VaR
over the fiscal year 2019/20 was CHF 0.4 million (2019/20: CHF 0.2 million).
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Value at Risk per main exposure currencies
as of August 31, 2020 2019
Value at Risk on net exposures in thousands of CHF
Total for the Group and per main exposure currencies
Total Group 503 436
CHF 41 68
EUR 180 343
usb 503 302
GBP 95 28
Others 34 62
Diversification effect 41% 46%
3.7.3 Interest rate risks
The Group is exposed to changes in interest rates through its short- and long-term debt
obligations. The Group’s Treasury department manages and oversees the financing of
the Group, and the related interest rate risks and, to the extent possible, provides the
necessary liquidity in the required functional currency for the companies of the Group.
Consequently, the Group’s debt obligations are adjusted with the real currency mix of
the Group’s liabilities in order to reflect the correct exposure to interest rates.
It is the Group’s policy to manage its interest costs using an optimal mix of fixed and
floating rate debt. This is achieved by entering into interest rate derivative instruments in
which the Group exchanges fixed and floating interest rates. To avoid volatility in the
Consolidated Income Statement, cash flow hedge accounting is applied to those
derivative instruments.

As described in the section “Foreign currency risks”, the Group’s Treasury
department is supervised by the Group Finance Committee, which meets on a regular
basis. The Group Finance Committee monitors the Group’s interest rate risk and acts as
a decision-taking body for the Group in this respect.

The Group’s Treasury Policy also covers the management of interest rate risks. The
VP Group Treasury & Tax reports the status periodically to the Group’s CFO, who
informs the AFRQCC in their quarterly meetings. The AFRQCC approves requests from
the Group Finance Committee on important treasury matters, including interest rate
risks, and provides recommendations to the Board of Directors, which is the highest
approval authority for all Group treasury matters.

The following schedule provides an overview of all interest-bearing items per year-
end closing:
as of August 31, 2020 2019
in thousands of CHF
Fixed interest-bearing items
Carrying amount of financial liabilities 1,662,431 1,172,217
Reclassification due to interest rate derivative 494,202 364,346
Net fixed interest position 2,156,633 1,536,563
Floating interest-bearing items
Carrying amount of financial assets (1,392,227) (559,376)
Carrying amount of financial liabilities 1,095,742 691,877
Reclassification due to interest rate derivative (494,202) (364,346)
Net floating interest position (790,687) (231,845)
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Sensitivity analysis on interest rate risks

The following table shows the impact of a parallel shift of interest rates by 100 basis points
(bps) up and 10 bps down on the Group’s equity and Consolidated Income Statement, net
of tax. The calculation is performed on both, the portion of the outstanding debt (excluding
the asset-backed securitization programs; see Note 2.5 “Trade receivables and other
current assets”) at floating interest rates and the outstanding derivatives exchanging
floating into fixed interest rates at the respective year-end. This sensitivity analysis only
indicates the potential impact for the respective fiscal year at the prevailing conditions in
the financial markets. Consequently, it does not represent actual or future gains or losses,
which are strictly managed and controlled, as stipulated by the Group’s Treasury Policy.

as of August 31, 2020

2019

Impact on Income statement Equity Income

statement

Equity

in thousands of CHF 100 bps 10 bps 100 bps 10 bps 100 bps
increase decrease increase decrease increase

10 bps
decrease

100 bps 10 bps
increase decrease

Floating rate bearing items 5,811 (581) - - 1,725

(172)

Interest rate swaps - - 23,295 (2,106) -

18,924 (1,585)

Total interest rate sensitivity 5,811 (581) 23,295 (2,106) 1,725

(172)

18,924 (1,585)

3.7.4 Credit risk and concentration of credit risk

Credit risk arising from customers, i.e. the risk of counterparties defaulting, is governed
by the Group’s Credit Management Policy. This policy defines the Group’s credit
management process such as the roles and responsibilities of the regional credit control
organization, the initial customer account approval, setting and changing credit limits
and payment terms, regular monitoring controls, collection effort process, credit
insurance procedures, and credit allowances. System controls ensure a credit control
assessment is conducted when accepting customers’ new orders and before goods are
dispatched whenever a customer’s credit limit is exceeded due to outstanding or overdue
open amounts.

The Group mitigates credit risk through the use of asset-backed securitization programs
and factoring facilities (see Note 2.5 “Trade receivables and other current assets™).

Further, the Group has a credit insurance program whereby all customers with
outstanding amounts larger than EUR 70,000 are insured as far as possible.

The Group’s credit risk exposure also arises from derivative financial instruments,
i.e. foreign exchange derivatives, interest rate derivatives, and commodity derivatives,
which are entered into with financial institutions. The Group has foreign exchange and
interest rate derivatives with banks acting on an international scale and having sound
credit ratings. In case of commodity derivatives, the Group enters into futures
transactions deals in the New York and the London terminal markets through its
brokers. The mark-to-market exposures in relation to these hedging contracts are
regularly and substantially collateralized pursuant to margining agreements in place with
such counterparties. Counterparty exposures towards such financial institutions
are monitored through limit utilization on a regular basis by the Group’s Treasury
department and reported to the Group Finance Committee and the AFRQCC.

As of August 31, 2020, the largest customer represents 8% (2019: 7%) whereas the
ten biggest customers represent 29% (2019: 27%) of trade receivables. The Group has
no material credit risk concentration as it maintains a large, geographically diverse
customer base. The extent of the Group’s credit risk exposure is represented by the
aggregate balance of amounts receivable, reduced by the effects of netting arrangements
with counterparties. The maximum nominal credit risk exposure in the event all other

Barry Callebaut | Annual Report 2019/20

85



Letter to Shareholders  Overview Business Highlights  Sustainability Our People  Financial Reports

Governance

Notes to the Consolidated Financial Statements

parties fail to perform their obligation was CHF 2,182.3 million as of August 31, 2020
(2019: CHF 1,152.9 million).

All financial assets measured at amortized cost are first assessed for individual
impairment. Subsequently, expected credit loss is calculated by applying the annualized
Credit Default Swap rates (CDS) of the country of domicile (pro rated in line with
average payment terms; where available, the individual CDS of the counterparty is
applied) and a premium of 25 bps per annum. The net expenses representing additions to
the allowance for impairment losses and releases of the unused allowance recognized
according to the approach described above amounted to CHF 14.6 million in 2019/20
(2018/19: CHF 4.7 million).

The fair value measurement of purchase and sales contracts and non-centrally-
cleared derivative instruments recognized as derivative asset has been adjusted to reflect
the credit risk of the counterparty. The Credit Valuation Adjustment (CVA) has been
calculated by applying the annualized CDS rates of the counterparty (where not
available, the country-specific CDS of the country of domicile and a premium of 25 bps
per annum). The expense has been recognized in the Consolidated Income Statement as
“Cost of goods sold”.

The fair value measurement of purchase and sales contracts and non-centrally-
cleared derivative instruments recognized as derivative liability has been adjusted
to reflect the credit risk of the Group. The Debit Valuation Adjustment (DVA) has
been calculated by applying the annualized CDS rate of the Group.
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The following table summarizes the expected credit losses on the Group’s trade

receivables at balance sheet date:

Ageing of trade receivables

as of August 31, 2020 2019

in thousands of CHF

Total trade receivables measured at amortized cost, gross 336,432 379,793

of which:

insured receivables 203,957 204,333
uninsured receivables with an individual balance over CHF 1 million 61,516 87,707
uninsured receivables with an individual balance below CHF 1 million 70,959 87,753

Less lifetime expected credit losses for trade receivables (24,969) (14,984)

Total trade receivables measured at amortized cost (Note 3.7.8) 311,463 364,809

of which:

not overdue 287,526 329,728
lifetime expected credit losses for trade receivables not overdue (5,885) (7,394)
expected credit loss rate 2.05% 2.24%
past due less than 90 days 31,932 39,847
lifetime expected credit losses for trade receivables past due less than 90 days (4,638) (2,039)
expected credit loss rate 14.52% 5.12%
past due more than 90 days 16,974 10,218
lifetime expected credit losses for trade receivables past due more than 90 days (14,446) (5,551)
expected credit loss rate 85.11% 54.33%

Total trade receivables measured at amortized cost (Note 3.7.8) 311,463 364,809

The Group has insured certain credit risks through a credit insurance policy. The majority of

customers with a material outstanding amount are credit insured by this policy.

Movements in allowance for impairment losses of financial assets

The movements in allowance for impairment losses of financial assets are as follows:

in thousands of CHF Cash and cash Deposits  Trade receivables  Other receivables Other financial Total

equivalents assets

as of September 1, 2019 964 10 14,984 8,948 11 24,917

Changes to expected credit losses 17 - 1,034 745 - 1,796

on financial assets already

recognized at the beginning of the

fiscal year

Changes to expected credit losses 253 21 13,493 2,011 5 15,783

on new financial assets originated

during the fiscal year

Write-offs (14) - (810) (669) - (1,493)

Unused amounts reversed (671) (11) (2,024) (254) (5) (2,965)

Currency translation adjustment (47) (1) (1,708) 57 (1) (1,700)

as of August 31, 2020 502 19 24,969 10,838 10 36,338

in thousands of CHF Cash and cash Deposits  Trade receivables  Other receivables Other financial Total

equivalents assets

as of September 1, 2018 205 2 13,256 4,862 11 18,335

Changes to expected credit losses 105 36 3,566 956 6 4,669

on financial assets already

recognized at the beginning of the

fiscal year

Changes to expected credit losses 690 9 2,089 1,844 5 4,637

on new financial assets originated

during the fiscal year

Write-offs 3) - (489) (1,073) (10) (1,575)

Unused amounts reversed (19) - (4,510) (124) - (4,652)

Currency translation adjustment (14) (37) 1,072 2,483 (1) 3,503

as of August 31, 2019 964 10 14,984 8,948 11 24,917
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3.7.5 Liquidity risk

Liquidity risk arises through a surplus of financial obligations over available financial
assets due at any point in time. The Group’s liquidity is ensured by means of regular
Group-wide monitoring and planning of liquidity coordinated by the Group’s Treasury

department.

Financing needs are covered through a combination of adequate credit lines with
financial institutions as well as through short-term and long-term debt capital market
instruments (see Note 3.5 “Financial liabilities™).

Contractual maturities

The table below provides an overview of contractual maturities for financial liabilities

and derivatives:

as of August 31, 2020 Carrying amount In the first year In the second to After five years Contractual
the fifth year amount
in thousands of CHF
Non-derivative financial liabilities
Bank overdrafts (103,603) (103,603) - - (103,603)
Short-term debt (461,375) (461,375) - = (461,375)
Trade payables (652,379) (652,379) - - (652,379)
Lease liabilities (186,868) (38,948) (89,809) (80,299) (209,056)
Long-term debt (2,006,328) (45,950) (1,206,955) (960,148) (2,213,053)
Other current liabilities (291,440) (291,440) - - (291,440)
Derivatives
Interest rate derivatives (14,465) (2,107) (9,558) (2,370) (14,035)
Currency derivatives
Inflow (35,712) 4,368,281 63,652 - 4,431,933
Outflow 52,353 (3,962,906) (62,311) - (4,025,217)
Commodity derivatives (gross settled)
Inflow (88,637) 1,275,330 58,858 — 1,334,188
Outflow (28,824) (902,450) - - (902,450)
Commodity derivatives (net settled)
Inflow 195,127 191,061 4,066 — 195,127
Outflow (242,262) (242,181) (81) = (242,262)
Total net (3,864,413) (868,667) (1,242,138) (1,042,817) (3,153,622)
as of August 31, 2019 Carrying amount In the first year In the second to After five years Contractual
the fifth year amount
in thousands of CHF
Non-derivative financial liabilities
Bank overdrafts (132,638) (132,638) - - (132,638)
Short-term debt (197,003) (197,003) - - (197,003)
Trade payables (632,152) (649,018) - - (649,018)
Long-term debt (1,534,453) (44,181) (1,039,242) (690,978) (1,774,401)
Other current liabilities (313,416) (313,416) - - (313,416)
Derivatives
Interest rate derivatives (16,455) (2,219) (9,272) (3,109) (14,600)
Currency derivatives
Inflow (23,361) 3,912,524 98,194 - 4,010,718
Outflow 41,006 (4,521,749) (99,100) - (4,620,849)
Commodity derivatives (gross settled)
Inflow 69,710 1,101,827 49,702 — 1,151,529
Outflow (79,154) (1,175,234) (19,560) = (1,194,795)
Commodity derivatives (net settled)
Inflow 397,925 397,414 511 — 397,925
Outflow (491,897) (490,727) (1,170) - (491,897)
Total net (2,911,888) (2,114,421) (1,019,937) (694,087) (3,828,445)
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3.7.6 Derivative financial instruments

as of August 31,

2020

2019

in thousands of CHF

Derivative financial

Derivative financial

Derivative financial

Derivative financial

assets liabilities assets liabilities
Cash flow hedges
Interest rate risk
Swaps = 14,465 - 16,455
Cocoa price risk
Forward and futures contracts 878 1,041 405 470
Sugar price risk
Futures contracts 10,823 8,534 564 12,214
Fuel oil price risk
Swaps 1,172 - - -
Foreign exchange risk
Forward and futures contracts 1,224 1,675 2,519 30
Fair value hedges
Cocoa price risk
Forward and futures contracts 56,698 100,897 46,038 55,014
Foreign exchange risk
Forward and futures contracts 10,387 13,751 4,450 8,051
Other - no hedge accounting
Raw materials
Futures contracts and other derivatives 125,556 131,790 350,919 424,198
Forward contract at fair value using fair value option 18,259 39,945 17,672 72,633
Fair value adjustment on risk component for cocoa and chocolate 49,712 145,487 125,838 80,321
sales and purchase contracts
Foreign exchange risk
Fair value of hedged firm commitments 28,339 23,981 24,599 18,216
Forward and futures contracts 62,936 46,926 43,281 53,780
Total derivative financial assets 365,984 - 616,284 -
Total derivative financial liabilities = 528,492 - 741,383
Derivative financial instruments consist of items used in a cash flow hedging model,
items used in a fair value hedging model and derivative instruments measured at fair
value, for which no hedge accounting is applied.
The position “Other — no hedge accounting” contains the fair values of derivative
financial instruments of the Group’s purchasing and sourcing centers and the Group’s
Treasury department, which are not designated into a hedge accounting relationship.
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3.7.7 Offsetting financial assets and financial liabilities
The following financial assets and liabilities are subject to offsetting, enforceable master

netting arrangements and similar agreements:

Related amounts not set off in the balance sheet

as of August 31, 2020 Gross amounts of  Gross amounts of Net amounts of Financial Cash collateral Net amount
recognized recognized financial assets/ instruments received or
financial assets/ financial liabilities deposited
liabilities liabilities/ presented in the
assets set off in balance sheet
the balance sheet
in thousands of CHF
Derivative financial assets 724,143 (358,159) 365,984 (120,785) (24,731) 220,468
Derivative financial liabilities 886,651 (358,159) 528,492 (120,785) (12,568) 395,139

Related amounts not set off in the balance sheet

as of August 31, 2019

Gross amounts of
recognized
financial assets/
liabilities

Gross amounts of
recognized
financial
liabilities/

assets set off in
the balance sheet

Net amounts of
financial assets/
liabilities
presented in the
balance sheet

Cash collateral Net amount
received or

deposited

Financial
instruments

in thousands of CHF

Derivative financial assets

616,284

616,284

(383,183) 35,663 268,764

Derivative financial liabilities

741,383

741,383

(383,183) (42,615) 315,585

For the financial assets and liabilities subject to enforceable master netting arrangements
or similar arrangements above, each agreement between the Group and the counterparty
allows for net settlement of the relevant financial assets and liabilities when both elect to
settle on a net basis. In the absence of such an election, financial assets and liabilities
will be settled on a gross basis, however, each party to the master netting agreement or
similar agreement will have the option to settle all such amounts on a net basis in the
event of default, insolvency or bankruptcy or following other events predefined in the
contract by the counterparty. In the comparative period, the Group presented its
derivatives on a gross basis as it did not make the election to net. The cash collateral
received and deposited is reported on lines “Trade payables and other current liabilities”
and “Trade receivables and other current assets” in the Consolidated Balance Sheet.
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3.7.8 Fair value of financial instruments

a) Methods and assumptions

The carrying value of the following financial instruments approximates fair value
because of the short period to maturity:

e Cash and cash equivalents

e Short-term deposits

e Trade receivables

o Other receivables representing financial instruments
e Bank overdrafts

e Short-term debt

e Short-term lease liabilities

e Trade payables

e Other payables representing financial instruments

e Long-term lease liabilities

Long-term debt
In calculating the fair value of long-term debts, future principal and interest payments
are discounted at market interest rates.

Derivative financial assets and liabilities

The fair value measurement of some derivatives requires assumptions and
management’s assessment of certain market parameters. Whenever possible, fair
valuation is based on market prices. If required, a valuation model which takes into
consideration discounted cash flows, dealer and supplier quotes for similar instruments
and recent arm’s-length transactions is used. This valuation model takes into account the
specific characteristics of the underlying assets or commaodities such as the cost of carry,
differentials for the properties and technical ratios reflecting production yield.
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Carrying amount and fair value of each class of financial assets and liabilities are

presented in the table below:

as of August 31, 2020 Financial assets Financial assets  Financial liabilities  Financial liabilities Total carrying Fair value

(mandatorily) measured at (mandatorily) measured at amount

measured at fair amortized cost measured at fair amortized cost
value through value through
profit or loss profit or loss

in thousands of CHF
Cash and cash equivalents - 1,385,976 - - 1,385,976 1,385,976
Short-term deposits - 6,251 - - 6,251 6,251
Trade receivables 75,941 311,463 - - 387,404 387,404
Derivative financial assets 365,984 - - - 365,984 365,984
Accrued income - 22,643 - - 22,643 22,643
Loans and other receivables - 12,257 - - 12,257 12,257
Other current financial assets - 16,655 - - 16,655 16,655
Other non-current financial assets - 4,017 - - 4,017 4,017
Total financial assets 441,925 1,759,262 - - 2,201,187 2,201,187
Bank overdrafts - - - 103,603 103,603 103,603
Short-term debt - - - 461,375 461,375 461,375
Short-term lease liabilities - - - 36,543 36,543 36,543
Trade payables - - - 652,379 652,379 652,379
Accrued expenses - - - 102,681 102,681 102,681
Other payables - - - 188,759 188,759 188,759
Derivative financial liabilities - - 528,492 - 528,492 528,492
Long-term debt - - - 2,006,328 2,006,328 2,079,575
Long-term lease liabilities - - - 150,325 150,325 150,325
Total financial liabilities - - 528,492 3,701,993 4,230,485 4,303,732
as of August 31, 2019 Financial assets Financial assets  Financial liabilities  Financial liabilities Total carrying Fair value

(mandatorily) measured at (mandatorily) measured at amount

measured at fair amortized cost measured at fair amortized cost
value through value through
profit or loss profit or loss

in thousands of CHF
Cash and cash equivalents - 557,827 - - 557,827 557,827
Short-term deposits - 1,549 - - 1,549 1,549
Trade receivables 84,387 364,809 - - 449,196 449,196
Derivative financial assets 616,284 - - - 616,284 616,284
Accrued income - 32,689 - - 32,689 32,689
Loans and other receivables - 63,945 - - 63,945 63,945
Other current financial assets - 18,823 - - 18,823 18,823
Other non-current financial assets - 16,049 - - 16,049 16,049
Total financial assets 700,671 1,055,690 - - 1,756,361 1,756,361
Bank overdrafts - - - 132,638 132,638 132,638
Short-term debt - - - 197,003 197,003 197,003
Short-term lease liabilities - - - - - -
Trade payables - - - 632,152 632,152 632,152
Accrued expenses - - - 110,635 110,635 110,635
Other payables - - - 202,782 202,782 202,782
Derivative financial liabilities - - 741,383 - 741,383 741,383
Long-term debt - - - 1,534,453 1,534,453 1,638,705
Long-term lease liabilities - - - - - -
Total financial liabilities - - 741,383 2,809,663 3,551,046 3,655,298
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b) Fair value hierarchy of financial instruments
The fair value measurements of financial assets and liabilities are classified using a fair value
hierarchy that reflects the significance of the inputs used in making the measurements.

The fair value hierarchy has the following levels:

o Level 1: The fair value is based on unadjusted, quoted prices in active markets which give
the best possible objective indication for the fair value of a financial asset or liability. A
market is regarded as active if quoted prices are readily and regularly available from an
exchange, dealer, broker or pricing service, and those prices represent actual and
regularly occurring market transactions on an arm’s-length basis.

o Level 2: The estimation of the fair value is based on the results of a valuation model.
The valuation model for commodity derivatives includes quoted prices in active
markets, recent arm’s-length transactions or dealer and supplier quotes adjusted for
the specific characteristics of the underlying commodities such as the cost of carry,
differentials for the properties and conversion yields. Corroborated market data is
used for the valuation of foreign exchange and interest rate derivatives. If all
significant inputs required to fair value an instrument are observable, the instrument
is included in Level 2.

e Level 3: The valuation models used are based on parameters and assumptions not
observable on the market.

The following table summarizes the levels applied with regard to financial assets and
financial liabilities measured at fair value:

as of August 31, 2020 Level 1 Level 2

Level 3

Total

in thousands of CHF

Trade receivables - -

75,941

75,941

Derivative financial assets 193,554 172,430

365,984

Derivative financial liabilities 210,634 317,858

528,492

as of August 31, 2019 Level 1 Level 2

Level 3

Total

in thousands of CHF

Trade receivables - -

84,387

84,387

Derivative financial assets 398,331 217,953

616,284

Derivative financial liabilities 491,766 249,616

741,383

From the value of derivative financial assets and derivative financial liabilities as at
August 31, 2020, CHF 18.3 million and CHF 40.0 million, respectively, relate to the fair
values of executory contracts measured at fair value applying the fair value option
(2019: CHF 17.7 million and CHF 72.6 million). The fair value of each executory
contract measured at fair value using the fair value option was calculated using the
methods described in Level 2.

The Group maintains asset-backed securitization programs for trade receivables,
transferring the contractual rights to the cash flow or third-party receivables. These receivables
are derecognized. Trade receivables measured at fair value are receivables dedicated to the
securitization programs, but not yet remitted to the asset-purchasing company.

The value of the trade receivables measured at fair value was calculated using a
discounted cash flow method based on the nominal value and the discount rates (mainly
representing the risk-free rate and credit risk of the counterparty) between the Group and
the purchasing party.

There have been no transfers between the fair value hierarchy levels during the fiscal
years 2019/20 and 2018/19.
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3.7.9 Effect of hedge accounting on the financial position and performance
a) Impact of hedging instruments designated in hedging relationships

The impact of hedging instruments designated in hedging relationships as

of August 31, 2020 on the Group’s Consolidated Balance Sheet is as follows:

in CHF million Nominal amount Carrying amount of the hedging Line item in the Fair value
of the hedging instrument Consolidated changes of the
instrument Balance Sheet hedging
where the instrument used
hedging as a basis to
instrument is calculate hedge
reported ineffectiveness
as of August 31, 2020 Assets Liabilities
Cash flow hedges
Interest rate risk
Swaps 494.2 - 14.5 Derivative 3.9
financial assets
Derivative
financial liabilities
Cocoa price risk
Futures contracts (22.8) 0.9 1.0 Derivative (0.2)
financial assets
Derivative
financial liabilities
Sugar price risk
Futures contracts 46.8 10.8 8.5 Derivative 19.4
financial assets
Derivative
financial liabilities
Fuel oil price risk
Swaps 12.5 1.2 - Derivative 1.3
financial assets
Derivative
financial liabilities
Foreign exchange risk
Forward and futures contracts (16.4) 1.2 1.7 Derivative -
financial assets
Derivative
financial liabilities
Fair value hedges
Cocoa price risk
Futures contracts (439.3) 56.7 100.9 Derivative 90.1
financial assets
Derivative
financial liabilities
Foreign exchange risk
Forward and futures contracts 423.1 10.4 13.8 Derivative 38.8
financial assets
Derivative
financial liabilities
269.5 269.5 —  Trade receivables 2.3
Receivables and other current
assets
(295.8) - 295.8 Trade payables (4.5)
Payables and other current
liabilities
Debts (0.5) - 0.5 Short-term debt -
. 14.9 14.9 - Cash and cash 0.0
Cash instruments ]
equivalents
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in CHF million Nominal amount Carrying amount of the hedging Line item in the Fair value
of the hedging instrument Consolidated changes of the
instrument Balance Sheet hedging
where the instrument used
hedging as a basis to
instrument is calculate hedge
reported ineffectiveness
as of August 31, 2019 Assets Liabilities
Cash flow hedges
Interest rate risk
Swaps 364.4 - 16.5 Derivative (23.4)
financial assets
Derivative
financial liabilities
Cocoa price risk
Futures contracts (19.6) 0.4 0.5 Derivative -
financial assets
Derivative
financial liabilities
Sugar price risk
Futures contracts 105.5 0.6 12.2 - (5.9)
Fuel oil price risk
Swaps - - - - -
Foreign exchange risk
Forward and futures contracts 49.2 2.5 - - 2.7
Fair value hedges
Cocoa price risk
Futures contracts (40.2) 46.0 55.0 Derivative 24.6
financial assets
Derivative
financial liabilities
Foreign exchange risk
Forward and futures contracts (600.5) 4.5 8.1 Derivative 5.9
financial assets
Derivative
financial liabilities
235.5 235.5 —  Trade receivables 0.3
Receivables and other current
assets
(178.4) - 178.4 Trade payables 0.6
Payables and other current
liabilities
Debts 2.1 - 2.1 Short-term debt 0.0
Cash instruments 47 47 B Cash and cash -
equivalents
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b) Impact of hedged items designated in hedging relationships
The impact of hedged items designated in hedging relationships as of August 31, 2020
on the Group’s Consolidated Balance Sheet is as follows:
in CHF million Carrying amount of the Accumulated amount of From the accumulated Line item in Fair value Cash flow
hedged item fair value hedge amount of fair value hedge the changes of hedge
adjustments included in adjustments: part related Consolida-  the hedged reserve
the carrying amount of the to hedged items that ted Balance item used
hedged item ceased to be adjusted for Sheet as a basis to
hedging gains or losses where the calculate
hedged hedge
itemis ineffec-
reported tiveness
as of August 31, 2020 Assets Liabilities Assets Liabilities Assets Liabilities
Cash flow hedges
Interest rate risk
Forecasted interest n/a n/a n/a n/a n/a n/a n/a (3.9) (20.0)
payments
Cocoa price risk
Forecasted cocoa sales n/a n/a n/a n/a n/a n/a n/a 0.2 (0.2)
Sugar price risk
Forecasted sugar n/a n/a n/a n/a n/a n/a n/a (19.4) 3.0
purchases
Fuel oil price risk
Forecasted fuel oil n/a n/a n/a n/a n/a n/a n/a (1.5) 0.9
expenditures
Foreign exchange risk
Forecasted purchase and n/a n/a n/a n/a n/a n/a n/a - (1.5)
sales transactions
denominated in foreign
currency
Fair value hedges
Cocoa price risk
Cocoa and chocolate 1,187.4 n/a 2.2 n/a - n/a  Inventories 5.0 n/a
stocks
Risk component of cocoa 49.7 145.5 49.7 145.5 - - Derivative (91.2) n/a
and chocolate purchase financial
and sales contracts assets
Derivative
financial
liabilities
Foreign exchange risk
Firm purchase and sales 28.3 24.0 28.3 24.0 - - Derivative (32.8) n/a
commitments financial
denominated in foreign assets
currency Derivative
financial
liabilities
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in CHF million Carrying amount of the Accumulated amount of From the accumulated Line item in Fair value Cash flow
hedged item fair value hedge amount of fair value hedge the changes of hedge
adjustments included in adjustments: part related Consolida-  the hedged reserve
the carrying amount of the to hedged items that ted Balance item used
hedged item ceased to be adjusted for Sheet as a basis to
hedging gains or losses where the calculate
hedged hedge
item is ineffec-
reported tiveness
as of August 31, 2019 Assets Liabilities Assets Liabilities Assets Liabilities
Cash flow hedges
Interest rate risk
Forecasted interest n/a n/a n/a n/a n/a n/a n/a 24.0 (23.3)
payments
Cocoa price risk
Forecasted cocoa sales n/a n/a n/a n/a n/a n/a n/a - (0.1)
Sugar price risk
Forecasted sugar n/a n/a n/a n/a n/a n/a n/a 6.2 (9.9)
purchases
Fuel oil price risk
Forecasted fuel oil n/a n/a n/a n/a n/a n/a n/a - -
expenditures
Foreign exchange risk
Forecasted purchase and n/a n/a n/a n/a n/a n/a n/a (2.8) 2.4
sales transactions
denominated in foreign
currency
Fair value hedges
Cocoa price risk
Cocoa and chocolate 1,063.2 n/a (60.8) n/a - n/a  Inventories (59.4) n/a
stocks
Risk component of cocoa 125.8 80.3 125.8 80.3 - - Derivative 32.7 n/a
and chocolate purchase financial
and sales contracts assets
Derivative
financial
liabilities
Foreign exchange risk
Firm purchase and sales 24.6 18.2 24.6 18.2 - - Derivative (4.0) n/a
commitments financial
denominated in foreign assets
currency Derivative
financial
liabilities
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c) Impact of the hedging relationships on the Consolidated Income Statement and other
comprehensive income
The above hedging relationships affected the Consolidated Income Statement and other
comprehensive income as follows:
Cash flow hedges Change in the fair Hedge Amount Line item
value of the ineffectiveness reclassified from in the
hedging recognized in the cash flow Consolidated
instrument  the Consolidated hedge reserve to Income
recognized Income  the Consolidated Statement
in other Statement Income impacted by the
comprehensive Statement reclassification
income from cash flow
hedge reserve
as of August 31, 2020
in CHF million
Interest rate risk 1.8 - 2.5 Finance expense
Cocoa price risk (0.1) - 0.0 Cost of goods sold
Sugar price risk 7.6 - 7.3 Cost of goods sold
Fuel oil price risk 1.0 - — Cost of goods sold
Foreign exchange risk (2.1) - (1.5) Cost of goods sold
Cash flow hedges Change in the fair Hedge Amount Line item
value of the ineffectiveness reclassified from in the
hedging recognized in the cash flow Consolidated
instrument  the Consolidated hedge reserve to Income
recognized Income  the Consolidated Statement
in other Statement Income impacted by the
comprehensive Statement reclassification
income from cash flow
hedge reserve
as of August 31, 2019
in CHF million
Interest rate risk (23.4) - 2.1 Finance expense
Cocoa price risk 0.0 - 1.1 Cost of goods sold
Sugar price risk (5.9) - 4.6 Cost of goods sold
Fuel oil price risk - - — Cost of goods sold
Foreign exchange risk 2.7 - (2.0) Cost of goods sold

This table includes the changes in the fair value of the hedging instruments recognized
in Other comprehensive income throughout the entire fiscal year 2019/20 (including
hedge accounting relationships ended before August 31, 2020).

The table in section 3.7.9a “Impact of hedging instruments designated in hedging
relationships” (refer to column “Fair value changes of the hedging instrument used as a
basis to calculate hedge ineffectiveness”) includes the fair value changes of hedging
instruments that are related to hedge accounting relationships, which were still active as

at August 31, 2020.
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Fair value hedges

in CHF million

Hedge
ineffectiveness
recognized in

the Consolidated
Income Statement

Line item

in the
Consolidated
Income Statement
where the hedge
ineffectiveness is
reported

as of August 31, 2020

Cocoa price risk 3.8 Cost of goods sold
Foreign exchange risk 3.8 Cost of goods sold
in CHF million Hedge Line item

ineffectiveness in the

recognized in
the Consolidated
Income Statement

Consolidated
Income Statement
where the hedge
ineffectiveness is
reported

as of August 31, 2019

Cocoa price risk

(2.1)

Cost of goods sold

Foreign exchange risk

2.8

Cost of goods sold

Certain ineffectiveness can arise during the hedging process. The main sources of hedge
ineffectiveness are considered to be timing differences between entering into the hedged
items and into the hedging instruments and differences between the maturity profile of

the hedged items and the hedging instruments.
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The following table provides further information about the effect of cash flow hedges

on equity:

in thousands of CHF

Cocoa price risk

Sugar price risk

Fuel oil price risk

Foreign exchange

Interest rate risk

Total hedging

risk reserve
as of September 1, 2018 (1,101) (8,871) - 1,837 (8,122) (16,256)
Gains/(losses) taken into equity 8 (5,859) - 2,747 (23,449) (26,553)
Transfer to initial carrying - (183) - (95) - (279)
amount of the hedged item
Transfer to the Consolidated 1,088 4,589 - (1,958) 2,149 5,867
Income Statement
for the period
thereof:
due to hedged cash flows that - - - - - -
are no longer expected to
occur/ineffectiveness
due to hedged item affected 1,088 4,589 - (1,958) 2,149 5,867
the Consolidated Income
Statement
Tax effect on cashflow hedges (37) 447 - (104) 5,363 5,669
Currency translation adjustment (16) (18) - - 811 777
as of August 31, 2019 (58) (9,896) - 2,427 (23,247) (30,775)
Gains/(losses) taken into equity (110) 7,585 974 (2,105) 1,781 8,125
Transfer to initial carrying - (122) - (730) - (852)
amount of the hedged item
Transfer to the Consolidated 3 7,256 - (1,489) 2,472 8,242
Income Statement
for the period
thereof:
due to hedged cash flows that (15) (2,155) - 1,712 - (458)
are no longer expected to
occur/ineffectiveness
due to hedged item affected 18 9,411 - (3,201) 2,472 8,700
the Consolidated Income
Statement
Tax effect on cashflow hedges 6 (1,783) (83) 316 (1,271) (2,815)
Currency translation adjustment 11 (10) 10 36 294 341
as of August 31, 2020 (148) 3,030 901 (1,545) (19,971) (17,734)
3.7.10 Timing, nominal amount and pricing of hedging instruments
The following table provides information about the maturity of the nominal amount and
interest rates attached to the swaps held by the Group as of August 31, 2020 to hedge its
interest rate risk:
as of August 31, 2020 Period of maturity
First year Second to fifth After five years Total
year
Nominal amount (CHF million) - 292.0 202.2 494.2
Average interest rate = 0.20% 0.37% 0.27%
as of August 31, 2019 Period of maturity
First year Second to fifth After five years Total
year
Nominal amount (CHF million) - 136.2 228.2 364.3
Average interest rate = 0.18% 0.51% 0.39%
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As of August 31, 2020, the Group held the following cocoa bean futures and
other contracts accounted as derivatives to hedge the cocoa price risk exposure on its
hedged items:
Period of maturity
as of August 31, 2020 September— January—-May After May Total
December current year next year next year
Nominal amount (in tonnes, net long/(short)) 1,464 128,347 56,232 186,043
Average price (in CHF per tonne) 1,945 2,104 2,283 n/a
Period of maturity
as of August 31, 2019 September— January-May After May Total
December current year next year next year
Nominal amount (in tonnes, net long/(short)) (150,854) 47,395 56,444 (47,015)
Average price (in CHF per tonne) 1,908 2,028 1,911 n/a

As of August 31, 2020, the Group held the following sugar futures to hedge the sugar

price risk exposure on its forecasted sugar purchases:

Period of maturity

as of August 31, 2020 September— November After May next Total Hedge rates (in
October current current year— year USD cents per
year May next year pound)
Nominal amount (in thousands of pounds, long) 90,944 107,277 144,597 342,818 9.97-12.19
Period of maturity
as of August 31, 2019 September— November After May next Total Hedge rates (in
October current current year— year USD cents per
year May next year pound)
Nominal amount (in thousands of pounds, long) 208,854 288,146 197,225 694,225 11.37-14.70
As of August 31, 2020, the Group held the following fuel oil swaps to hedge the fuel oil
price risk exposure on its forecasted freight expenditures:
Period of maturity
as of August 31, 2020 September July— After next year Total Hedge rates (in
current year— December next USD per tonne)
June next year year
Nominal amount (in tonnes, long) 18,633 5,000 17,800 41,433 266 - 366
Period of maturity
as of August 31, 2019 September July— After next year Total Hedge rates (in
current year— December next USD per tonne)
June next year year
Nominal amount (in tonnes, long) - - - - n/a
Barry Callebaut | Annual Report 2019/20 101



Letter to Shareholders  Overview Business Highlights  Sustainability ~Our People

Financial Reports  Governance

Notes to the Consolidated Financial Statements

Information about the foreign exchange forwards and futures in case of the major
foreign currency hedging pairs held by the Group as of August 31, 2020 to hedge its

foreign exchange risk:

as of August 31, 2020

Period of maturity

Current year Next year After next year Total
GBP exposure hedging in entities whose functional currency is EUR
Nominal amount (CHF million, long/(short)) 72.5 (230.7) (50.2) (208.4)
Average foreign exchange rate (EUR/GBP) 0.917 0.920 0.933 n/a
USD exposure hedging in entities whose functional currency is EUR
Nominal amount (CHF million, long/(short)) (39.3) (75.2) 4.2 (110.3)
Average foreign exchange rate (EUR/USD) 1.124 1.230 1.155 n/a
GBP exposure hedging in entities whose functional currency is USD
Nominal amount (CHF million, long/(short)) 159.1 20.5 3.7 183.3
Average foreign exchange rate (USD/GBP) 0.781 0.790 0.786 n/a
USD exposure hedging in entities whose functional currency is BRL
Nominal amount (CHF million, long/(short)) (104.0) - - (104.0)
Average foreign exchange rate (BRL/USD) 0.182 - - n/a
as of August 31, 2019 Period of maturity
Current year Next year After next year Total
GBP exposure hedging in entities whose functional currency is EUR
Nominal amount (CHF million, long/(short)) 48.2 (275.1) (2.0) (228.9)
Average foreign exchange rate (EUR/GBP) 0.935 0.924 0.959 n/a
USD exposure hedging in entities whose functional currency is EUR
Nominal amount (CHF million, long/(short)) (57.8) (41.0) (1.8) (100.6)
Average foreign exchange rate (EUR/USD) 1.053 1.136 1.068 n/a
GBP exposure hedging in entities whose functional currency is USD
Nominal amount (CHF million, long/(short)) 87.2 (77.1) (27.5) (17.3)
Average foreign exchange rate (USD/GBP) 0.781 0.783 0.806 n/a
USD exposure hedging in entities whose functional currency is BRL
Nominal amount (CHF million, long/(short)) 179.2 - - 179.2
Average foreign exchange rate (BRL/USD) 0.253 - - n/a
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Accounting policies

Derivative financial
instruments

Derivative financial instruments are accounted for at fair value with fair
value changes recognized in the Consolidated Income Statement.

As the Group also acts as a cocoa bean trader, certain cocoa bean
purchase and sales contracts are net cash settled and therefore, contracts
allocated to the same portfolio are treated as derivative contracts.

Additionally, the Group applies the fair value option for its third-party
executory forward purchase and sales contracts (available under IFRS 9 as
an alternative to the off-balance sheet treatment). These exemptions are
applied for those cocoa contracts where the measurement eliminates or
significantly reduces an accounting mismatch that would otherwise
occur on own use contracts.

Hedge accounting

The Group requires cocoa beans and semi-finished cocoa products for its
operations. The Group is exposed to adverse cocoa price movements on
the purchase side due to increasing cocoa prices, on the sales side and
in