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LEVERAGED LOANS
Portillo’s debt
ratings hit
after Berkshire
takes $116 mln
dividend
By Steve Gelsi

• Berkshire invested in restaurant chain in 2014
• S&P cuts rating after company issues $96 mln in
fresh debt
• Adjusted debt-to-EBITDA multiple up to 10.2x
A move by Berkshire Partners to add
more debt to its Portillo’s restaurant chain
to fund a $116 million dividend payment
raised some warning flags from research
firm S&P Global Ratings.
Portillo’s, which issues debt under the
name PHD Group, hiked its adjusted debtto-EBITDA multiple to 10.2x from 8.9x,
S&P Global Ratings said in an Oct. 5 note.
The Oak Brook, Ill, casual eatery company issued a $96 million add-on to its
first- and second-lien facilities, plus $20
million to fund the dividend to Berkshire
Partners.
“The additional debt will reduce PHD
Group’s financial f lexibility and could
strain the company’s capital structure if
operating performance weakens in the

U.S. Republican presidential candidate John Kasich (right) has lunch with Portillo’s CEO Keith Kinsey at
a campaign event in Chicago on Sept. 29, 2015. REUTERS/Jim Young

coming year,” analyst Declan Gargan said
in a research note.
He kept the firm’s rating of B- for its
corporate credit but cut his outlook on
the company to negative from stable. A B
rating means the company is more vulnerable to adverse business, financial and
economic conditions but currently has the
capacity to meet financial commitments,
according to S&P’s definitions.
‘The negative outlook reflects the financial sponsors’ continued aggressive financial policy of maximizing its distributions
while executing on an aggressive growth
plan to offset higher leverage,” Gargan

said.
“It also incorporates the execution
risks associated with Portillo’s accelerated
growth and expansion into new markets.”
Neither Portillo’s nor Berkshire responded to a request for comment.
Berkshire Partners, the Boston buyout firm, bought Portillo’s in 2014. Terms
weren't disclosed.

ACTION ITEM
Information on Portillo’s: www.berkshirepartners.com/portillo’s

Ratings Wrap-Up (September 28, 2016 - October 13, 2016)
The following table lists select ratings actions on the debt of an LBO-backed company by either Moody’s Investors Service or Standard & Poor’s.
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Apollo Global
Management

Claire's Stores, Inc.
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Holdings LLC
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Novetta Solutions,
LLC
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S&P upgraded Claire's corporate credit rating to 'CC'
from 'SD'. The outlook is negative.

The upgrade followed Claire's debt exchange and
expectations of future restructuring actions.

S&P

S&P affirmed PHD Group's 'B-' corporate credit rating
and changed the outlook to negative from stable.

PHD's weak credit metrics are expected to deteriorate
following its dividend recapitalization.

S&P

Moody's dropped the corporate family rating on
Novetta to Caa1 from B3. The outlook is negative.

Novetta's growth and revenue has underperformed over the
past three quarters.

Moody's

S&P downgraded Encompass' corporate credit rating
to 'B-' from 'B'. The outlook is stable.

The downgrade reflects the company's weak cash flow, but it
should have adequate liquidity as well.

S&P

10/6/16

Golden
Tree Asset
Management

Postmedia Network
Inc.
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Moody's upgraded Postmedia's corporate family rating
to Caa1 from Caa2. The outlook is now stable.

The upgrade is due to Postmedia's recapitalization that
greatly reduced its debt and interest.

Moody's

10/4/16

Palladium
Equity Partners

American Gilsonite
Holding Company
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Moody's downgraded American Gilsonite's corporate
family rating to Ca from Caa2. The outlook is stable.

American Gilsonite deferred its interest payment due to its
unsustainable ca pital structure.

Moody's

10/5/16

Riverstone
Holdings

Abaco Energy
Technologies LLC

S&P lowered Abaco's corporate credit rating to 'CCC'
from 'CCC+'. The outlook is negative.

Abaco's experiencing high interest and amortization, which
heavily impacts its liquidity.

S&P

10/6/16

Veritas Capital

Excelitas
Technologies Corp.

S&P dropped the corporate credit rating on Excelitas to
'CCC+' from 'B-'. The outlook is negative.

Excelitas is facing high leverage and the possibility of
breaching its financial covenants in the next year.

S&P

Source: Standard & Poor’s, Moody’s Investors Service and Buyouts

