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message from
the chdairman

To all stakeholders,

Despite the tail wind of growing demand in all
our European markets, 2018 was a painful year
for our company, with a loss of profitability due
to increased energy costs in the second half of
the year in all geographies and rising CO9 costs
that we were not able to reflect in the selling
prices; additionally, some of our plants in Iberia
and Central Europe performed worse than the
year before.

Consolidated sales reached EUR 854 million,
a 6.2% increase from last year on a similar
perimeter and with most markets showing
healthy growth.

On the operational front, in spite of the progress
achieved in most key variables in the majority
of our plants, the company lost steam and the
EBITDA margin was just shy of 30%, the worst
performance in more than a decade. Energy
prices and CO2 costs were responsible for

an additional cost of EUR 25 million. The only
Division that increased its operational margin
was the South East, rewarding a successful

integration supported by other Divisions and the

Corporate Centre, and consolidating a positive
trend since its acquisition in early 2017.

In Anchor Glass the performance was also poor,

due to declining demand with 7% fewer shipments

in the home market, and a fire in the Henryetta
plant that meant a very significant disruption
in production during the year. The turnaround

of the two underperforming plants (Henryetta
and Lawrenceburg) has started with profound
changes in the organization, now with a complete
management team, and an investment program
that will increase their competitiveness. We are
confident that 2019 will show a considerable
improvement in their operational performance,
which will bring them closer to the benchmark
thresholds already achieved by the other plants.
The impact of Anchor Glass in the company’s
consolidated accounts was a financial
impairment of EUR 21 million.

In 2018 the company deployed an aggressive
investment plan close to EUR 100 million (11% of
sales). The most important initiative was the
construction of the third furnace in Villafranca
de los Barros to support the growth of our
Iberian customers, with 94 new jobs created. In
this and in the other two furnace repairs that
took place in 2018, there was the opportunity
to incorporate state-of-the-art moulding and
inspection technology, together with additional
levels of digitalization.

In spite of these significant investments and the
acquisition of the minority stake in the Polish
subsidiary, the company reduced its gearing

to 2.5 times EBITDA, strengthening the balance
sheet to continue the investment program,

now with a special emphasis on the South East
where we will start building a more competitive
industrial infrastructure, and enable our
inorganic growth strategy.

®



Message from the Chairman

In 2019 we will need to deliver a leap in productivity
consistent with the high level of recurring
investments that have been made in the last few
years. That will require clear leadership from the
management teams in all geographies.

Last year the company gave a new push to

the digitalization of operations to increase
productivity and improve working conditions. So
far, the results are promising but still incipient,
thus we will give top priority to our digitalization
roadmap. | am confident that the results will
start showing in the robustness of operations,

in the productivity of the plants and the back
office and in working conditions.

On the sustainability front the company
decided to give afresh boost to this agenda,
sponsoring the Climate Change Leadership
Summit and adhering to The Porto Protocol with
a set of bold commitments to be achieved by
2030, which will reinforce the sustainability of
glass as the best packaging material.

To deliver on these commitments the company
has already engaged in different projects,
namely in a cooperative project with other

glass packaging producers to research melting
and furnace technologies with the aim of
decreasing emissions, and in building one of the
largest roof solar power plants in Europe in the
Villafranca de los Barros facility in Spain.

To all our 3890 employees | want to pay tribute
and thank them on behalf of the shareholders
and the Board of Directors for their dedication
and contributions. Most of the progress achieved
in the operations of our plants was brought about
by sharing knowledge and mutual challenges
that are in the DNA of the company, something
that I am very proud of. We will continue to
investin training, giving a wider scope to the BA

Academy and making its programs available

to an ever larger number of people. Also, for all
the employees of Anchor Glass | reinforce our
commitment to continue sharing knowledge
and best practices to help reshape the company,
improving competitiveness, and product and
service quality.

A very special word of gratitude on behalf of the
shareholders, the Board of Directors and myself
is due to the two non-executive members who
left the Board during 2018.

Alvaro Cuervo Garcia, who served on the Board
for 18 years with superior intelligence and
assertiveness, always focused on the creation of
shareholder value and on the sustainability of our
business model; for me, as Chairman, he was a
friendly and trustworthy counsel who helped me
fine tune the governance model of the company
and prepare it for the future. I will miss you.

Leslaw Kanski, who made an enlightened
contribution to help us navigate the unknown
waters of Polish business, guiding us towards a
pragmatic approach to the difficulties faced.

To both, my thanks and best wishes.

Finally  want to thank all our customers for
their continued support and reiterate our
promise that we will continue to invest in
talent, in technology, in process and product
innovation, with an additional emphasis on
digitalization and a reinforced will to improve
the productivity and sustainability of our
processes and products, to support the Endless
use of glass as the Healthiest, Most Sustainable
and consumers’ Most Cherished packaging
material.

@
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consolidated
key figures

K.€ 2017
Turnover 803,868
Operating profit [EBIT] 177,028
Financial results (34,036)
Net income 113,527
Cash flow 196,616
Operating cash flow [EBITDA] 260,117
Net assets 1,435,929
Equity 411,592
Net debt 688,671
Net tangible fixed asset turnover 1.62
Net debt / EBITDA 2.65
Interest cover ratio 12.0
EBITDA [ Sales 32.4%
EBIT [ Sales 22.0%
Number of employees 3,796
Sales [ Employee 211.8
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BA Glass
Group
BA Glass B.V.
100% PT 100% PL 100% DE 100% GR 25% USA
BAGlass| BA Glass BA Glass BA Glass Anchor Glass
Servigos Poland Germany Greece Corporation
de Gestdo Sp.Z0.0. GmbH S.A.
e Investimentos
S.A.
90.11% PT 100% NL
BA Glass GlasstankB.V.
Portugal S.A.
[own shares 9.89%]
100% PT 100% PT 99,90% RO 100% BU
MoldinS.A. Barbosa BA Glass BA Glass
& Almeida Romania Bulgaria S.A.
SGPS, S.A. S.A.
; [own shares 0.10%]
100% ES
BA Glass
SpainS.A.U.
100% ES 100% ES
BA Vidrio Minas
Distribuciony de Valdecastillo

Comercializacion S.A.U.
de Envases de
Vidrio, S.A.U.



Consolidated Key Figures

Shareholder

Structure

BA GlassB.V. Shares % Share Capital
Shareholders and Voting Rights

Fim do Dia, SGPS, S.A.
Company indirectly
majority-owned by the
Moreira da Silva family

and by the Silva Domingues
family

47.40%

Teak Capital, S.A.
Company owned by the

Moreira da Silva family

26.30%

Tangor Capital, S.A.
Company owned by the
Silva Domingues family

26.30%

Total 36,000 100%
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BA Group

Macro-structure
Board of Directors
Executive Board
Market & Planning —— Finance & Consolidation
Investments —— Performance Management
Innovation & Development —— Quality and H&S
People Development —— Information Technologies
Legal —— Strategic Procurement
Iberian Central Europe Southeastern Europe
Division Division Division
Plants
Iberian Central Europe Southeastern Europe
Division Division Division
|
Avintes
Leén Athens
Marinha Grande Jedlice Bucharest
Venda Nova Sierakéw Plovdiv
Villafranca Gardelegen Sofia



Members
of the Board

Consolidated Key Figures

Members of the Group Companies’ Board of Directors

Carlos Moreira da Silva
[Chairman]

Sandra Maria Santos
[cEO]

Alberto Araujo Soares
Alfredo José Pereira
Anténio Lobo Xavier

Sandra Maria Santos
[Chairman]
Abelardo L6pez
Alfredo José Pereira

Adrian Suciu

Alberto Araujo Soares
Ana Cristina Gongalves
Anténio Magalhdées
Antoénio Sd Couto
Arkadios Tsantekidis
Christodoulos Tsilopoulos
Dimitrios Dentsas
Dimitrios Papadopoulos

Filip Drofiak

Francisco Silva Domingues
Javier Teniente

Jorge Alexandre Ferreira
José Ignacio Comenge
Paulo Azevedo

Pedro Moreira da Silva

Executive Board

Filip Drofiak

[MD Central Europe]
Javier Teniente

[MD Iberia]

Departmental Directors

Fernando Amilivia
Jakub Kaczmarek
Joana Osério

Luis Cardoso

Marcin Kochanski
Nikolaos Christodoulou
Oliver Meuter

Paulo S&

Pedro Belo

Pieter Cornelis Jan Avis
Reinaldo Coelho

Rita Silva Domingues
Tiago Moreira da Silva
Nikolaos Barlagiannis

Reinaldo Coelho

Tiago Moreira da Silva

Iva Rodrigues Dias
Nikolaos Barlagiannis
[MD Southeastern Europe]

Pedro Correia
Rafael Corzo

Rui Guimardes

Rui Matos

Tomasz Karpiewski
Venancio Roales
Vitor Matoso

Sofia Alves
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management

To the Shareholders,

We hereby present the 2018 Annual Report
and Consolidated Accounts.

Every year is a unique and different yearr,
for many reasons. For us, 2018 was full of
accomplishments, but also some setbacks.

The operational and net results of the
company decredsed, as happened in 2015,
but this time for different reasons. In 2015
the main setbacks resulted from the drop in
average selling prices, caused by the lack of
demand, as well as from M&A costs. In 2018
the regression arose from the increase in
production costs, particularly in the second
half of the year, which were not reflected in
our product prices, set at the beginning of
the year.

2018 was again a yeadr of many economic
and political uncertainties in the geographies
where we are operating, a fact that becomes
more and more present as the years go by.
Uncertainty is part of the business, and the

report

role of the management is to continue to
adjust processes and facilities to deal with this
uncertainty and to profit from the changes.

In all the geographies, the unemployment
continue to decline, and in some countries
were highly dynamic, which had positive
consequences in demand, but also numerous
adverse effects on employee turnover,
productivity and costs. In countries like
Romania, Bulgaria, and Poland, the increase in
salaries was above all expectations.

The debt markets supported the return to
investment, with a positive impactin all
European economies. However, at year end
some uncertainty about the growth in central
economies, like Germany, slowed down some
initiatives.

Meanwhile, there were some negative
impacts arising from the economic growth.
It drove the increase in energy prices and
salaries and, indirectly, the CO5 allowances
price increase. In some countries where we
have our plants, energy prices rose more
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than 20% against 2017, and CO5 reached an
average price of three times that of 2017.

Despite all the constraints, the year was
embraced by our teams with the motto
“pbeyond packaging” and several initiatives
were developed to drive the business through
the three pillars of our growth strategy:

Improve the performance of the current
activity, leveraged by the external and
internal benchmarking;

Develop the acquired companies;

Transform the existing business, having
digitalization as one of the main tools.

M&A activity continues to be on the top
management’s agenda. Several dossiers
were studied to find attractive and valuable
targets. During the year none of the projects
came to fruition, and some were discharged.

This publication includes a sustainability
report for the last 17 years. However, this year
we decided to give sustainability a stronger
spotlight, reinforcing the increasing consumer
awareness that is more and more reflected

in our customers top priorities, and because
during the year we realized that the merits

of glass as a sustainable and permanent
packaging material were not fully understood.

In 2019, we also decided to sponsor and
join The Porto Protocol initiative, which was
launched in July 2018 with the Climate Change

Leadership Summit, an event where the

44" President of the United States, Barack
Obama, was present to enforce the initiatives
that mitigate the negative consequences

of climate change. The purpose of The Porto
Protocolis “to raise awareness that climate
change is here and that there are things we
can do now to make a difference”.

We have been engaged in transforming
our process into an environment friendly
operation, and that is testified by our
performance improvement in most of the
metrics. But there is still a lot to do!

At the Porto Protocol we committed to, by 2030,

Use a minimum of 70% of electricity from
renewadble sources;

Reduce the use of natural gas by 10%,
replacing it with electricity;

Reduce by 75% the usage of water to at
most 0.1 m?/ton;

Increase the use of cullet at least by the
same % as the collection systems achieve;

Decrease the CO9 emissions at least to
the EU target levels;

Work together with our customers
and suppliers to reduce the amount of
packaging in our final product;

Publish the annual values of these
variables on the Porto Protocol website
as well as on the BA Glass website.
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These are commitments with which we have
been engaged for a long time. Now we have
decided to make a public statement about
our targets.

After the first year of integration of the South
East Europe division, the Group reached a
turnover of EUR 853.9 million, producing more
than two million tons of glass inits twelve
plants. One hundred and nineteen new
products were delivered to our customers,
and some innovation projects with the
customer perspective were developed, for
the first time, bringing it to the discussion
and the decision about new packaging. The
collaboration of our customers in embracing
this new way of developing packaging
solutions was fundamental and confirmed
our expectations about its vast potential.

This year, the Glassberries contest was
developed with the participation of
universities from five countries and had its
culmination in Barcelona, in a celebration of
the innovation and creativity of packaging
solutions, which was shared with some of our
customers.

The increase in selling prices implemented

at the beginning of the year was far behind
therise in costs. In fact, it accounted for less
than half of the inflation in those cost factors,
particularly because the cost increases were
concentrated mainly in the second half of the
year. The whole glass industry suffered, and
BA was hotimmune.

The Iberian Division continues to be the place
where the more complex experiences are
made, and the Group standards are defined.
The year was highlighted by the introduction
of a new furnace and the reconstruction of
another. More than 100 people were hired
and had to be trained and integrated into

the business. In an industry that competes
with much more attractive sectors, we
believe that the process was a success made
possible by the newcomers’ engagement
and the dedication of those welcoming them.
Several operational performance indicators
have beaten their record values. In 2019 new
challenges are to come, and this Division will
have an important role to play.

In the Central Europe Division, the evolution
was less favourable than expected. Several
changes were made in the management
of the German plant to adapt to the new
challenges. The plant customer portfolio
was changed completely, and it is no
longer dependent on a few customers, a
risk we had targeted to eliminate since its
acquisition. The Polish plants beat some
records but, in some cases, didn’t reach
the performance we aimed for. The level of
quality in the food segment increased, an
important element of our market strategy.
The sales of the Division increased by over
10%, with an over proportional sales push

to replace some customers with new ones.
The Central Europe Division profitability was
the one most affected by energy and CO9
price increases, representing around 5 p.p.



ANNUAL MANAGEMENT REPORT

less on the operating margin, preventing
the Division from accomplishing a new
record in profitability. That will be the
primary challenge for 2019, to overcome
cost inflation with productivity and price
increases, together with the consolidation of
a more knowledgeable team, an ambitious
targetin such a challenging labour market.
The margins were also acutely affected by
the increase in transport costs. The lack

of trucks is raising transport prices and
constraining the service level we aim to
provide to our customers. This will again be
a challenge during 2019, although several
actions were already implemented to
mitigate it.

The South East Europe Division continued

to develop its business plan. Sales grew

8%, more than the production, and the
operational results reached a new record for
the Division. The productivity increase offset
a significant part of the additional costs

of energy and CO». The investments in the
South East Europe plants are to startin 2019,
and the first full reconstruction will be in one
furnace in a Bulgarian plant, to better fulfil
customer needs in flexibility and quality. The
challenges and opportunities in this Division
remain high. A performance gap in relation
to Group benchmarks must be bridged. The
costs inflation challenge will demand more
qualified and prepared people to manage it,
and anintense training programis in place
for those who are already with us as well as
for newcomers, faced with the challenge

of high-level turnover and absenteeismin
our Romanian and Bulgarian plants. Many
changes in internal processes continued

to be introduced, and the Group standards
have been rolled out. The level of integration
in the Group is much higher today than one
year ago.

Group projects under the scope of Excellence
were reinforced throughout the year. New
standards were defined for all the plants, with
many more still to come. Group growth and
internal knowledge development demand
those standards.

Internal and external benchmarking was
very present in all initiatives and showed
again how powerful this tool is to develop

the new geographies and the newcomers to
the Group. Several projects were designed to
speed up the improvement of processes in all
departments.

Digitalization of our processes was and is one
of our top priorities. There is still a lot to learn
from others’ experiences. A straightforward
diagnosis showed that there is a vast
potential in all the data that is produced each
day/hour/second and which is available
inside the company, and that is still not being
used to predict and avoid problems. The
power of data intelligence is not new, but its
usage is still a long away from its potential.
From loT to artificial intelligence, many
projects are in place, and 2019 will be a year
to realize some of them.
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A first digitalization roadmap was drawn

up and is now being executed. Partnerships
with external entities are being built and the
results are starting to appear, but much is still
to be done. Opening the company up to this
kind of relationships will accelerate progress
and innovation inside our company.

The Annual Management Meeting in
September was dedicated to Digitalization.

It was a moment of learning and sharing
concepts, experiences, visions, beliefs.
Several guests challenged us to think
“beyond” our routines and dreams. In the end,
it was clear for all the participants that what
we have in hand is not a problem, but a huge
opportunity to “make it easier”, a motto that
is now behind all the digitalization initiatives.

Since consumers have been one of our
Vision pillars since 2016, it is also clear to us
that data intelligence is a lever to innovate.
Personalization of consumption brings a
new challenge for an industry that still lacks
differentiation. It is our intention to develop
methodologies that close the gap between
our B2B and our customers’ B2C business.

The introduction of new people in our teams,
more qualified and with different skills, which
complement the ones already presentin

the Group, has been a long term project. The
stamina of the people involved in recruitment
and integration processes has been crucial
to their success. The spread of BA Way is an
exciting and perpetual project. Interaction

between people from different geographies
and plants/departments is the best way to
achieve this. We continue to move people
across borders on short term missions to
spread the BA Way more quickly.

At year end, a mixed feeling is present among
all the managers. Many steps were taken in
the transformation of the company and the
business. However, the level of profitability

at year end is not good and does not reflect
the developments introduced. Losses on
production and cost inflation, across all
regions, were not offset, something that will
need to be addressed in 2019.

In 2019, the Group turnover grew 6.2%,
reaching EUR 854 million. The growth

was present in all the domestic countries
where the company sells. The exceptions
were Poland and Greece and some export
countries, given the lack of production

to supply them, something that will be
overcome during 2019. Production grew 5.1%,
thanks in particular to the Iberia and South
East Europe Divisions.

However, net profit decreased EUR 14.4 million,
10.7% less than 2017, to 14.1% of sales, before the
negative impact from the impairment of the
Anchor Glass participation.

Average selling price increases were
below cost inflation in all countries.
Increases in energy costs were driven
by a more dynamic economy but also
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by governmental decisions in countries
where the energy companies are still

not privately owned. The coal base of
electricity production in some countries
is also pushing prices up and, in some
cases, reaching levels that will decrease
the competitiveness of those Economies.
Uncertainty about energy prices is very
high, and pessimism remains, despite the
possible tailwind from the slowdown of
some European economies.

Ebitda was EUR 254.4 million, with a margin
of 29.8% of sales, EUR 5.7 million and 2.6

p.p. on margin less than last year. Ebit was

EUR 173.5 million, 20.3% of sales, negatively

affected by energy and CO9 price increases,

which accounted for an additional EUR 24.7
million, representing 2.9 p.p.in margin of
sales. The selling price increase was not
enough to offset it, and the impact was
higher than ever because it was across all
countries.

The financial results were very negatively
affected by the devaluation of the Polish
zloty and the impairment of the Anchor
Glass participation. Together they
represented more than EUR 29 million, 3.4%
of sales. The latter is again related to two
customer contracts that were lost in 2017
and at the beginning of 2018, and also with
extraordinary events that forced production
stoppages in 2018 in the Anchor Glass plants.
This is expressed in an impairment of the
goodwill of the company.

The Group net profit was EUR 96.6 million, EUR
16.9 million lower than in 2017, 11.3% of sales.

The company ended the year with 3,890
people, with a productivity ratio of EUR
220,000 of sales per capita, 3.7% higher than
in 2017. Still, the new geographies are not
performing to their full potential.

All plants of the Group were running at full
capacity, except two, which were under
furnace reconstruction investments. A

new furnace was built in one of the plants
in Spain. In 2018, more than EUR 90 million
were spent modernizing and equipping our
production lines with the best technology
available, responding to our customer
requirements and expectations and the
need to bring more consistency to our
production process. The investments in our
facilities again represented more than 10% of
our turnover.

The new furnace built in Spain created 100
new jobs and prepared the Group for the
current and future growth of the market.

Its start-up was a success, despite the
natural difficulties of the introduction of
new technology for the Group. The decision
taken in 2017 was crucial to anticipate the
increase in demand and, in a record time of
less than one year, a new furnace was built.
Other investments were made in measures to
mitigate environmental impact, which have
become an important part of the company
investments.
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Turnover of fixed assets increased, and
investment in working capital had a
significant decrease, with an yearly average
of 21.8% of sales.

The products and service quality index
increased, except with regard to delivery
consistency. Our customers expressed

their concerns in our ability to support

their growing demand, something that we
responded to faster than ever. However, we
know that it was not enough, and we are
working to bring new solutions to the market.

Total net debt of the Group ended the year

at EUR 643.7 million euros, EUR 45 million less
than at the beginning of 2018, a leverage
ratio of 2.5 times the consolidated Ebitda. The
financial situation of the company is robust
and prepadred for new acquisitions and
investments.

The Group management systems are
certified according to international
standards for Quality, Food Safety,
Environment, Social Accountability, Health &
Safety and Energy.

With regard to management systems,

all plants are certified ISO 9001 - Quality
Management Systems, and FSSC 22000 -
Food Safety System. All plants, except for
Athens and Gardelegen, have an I1ISO 14001
- Environmental Management Systems

certification. The Gardelegen plant has an
ISO 50001 - Energy Management Systems
certificate.

Regarding social concerns and labour
conditions, the Iberian plants are certified by
SA 8000 - Social Accountability. The Polish,
Romanian and Bulgarian plants are certified
according to OHSAS 18001 - Occupational
Health and Safety Management Systems.

We believe that the adoption of international
standards has added value for the
improvement of the company procedures
and practices and that its certification

is a guarantee of consistency and best
practices for customers and for the whole
value chain.

The company or its subsidiaries are
members of the AIVE — Associagéio dos
Industriais de Vidro de Embalagem, of the
ANFEVI - Asociacién Nacional de Empresas
de Fabricaciéon Automdtica de Envases de
Vidrio, of the PIO — Polska I1zba Opakowan,
Glass BV, of the FEVE — Fédération
Européenne du Verre d’'Embalage, and of
the Food Packaging Forum Foundation —
Switzerland, continuing to be an active
participant in these associations, with
particular emphasis on promoting glass as
a packaging material and on monitoring
national and community legislative
initiatives.
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Markets
and Customers

2018 was a year of growth for BA. With the
consolidation of businesses developed
throughout the previous years, BA has
foreseen the need to invest in order to supply
the market accordingly. Demand and supply
were more balanced, enabling BA to continue
to implement and consolidate its strategy
across dll markets. Today the company has
a stronger position in European markets and
has been able to operate through a higher
demand cycle without losing any important
market position, continuing to innovate and
supporting the growth of its customers.

The pace of economic growth in Europe
during 2018 was slower than in 2017, however
the glass market grew. Economic expansion
inthe euro area fell in the first half of 2018,
mainly due to a drop in global trade. In
addition, there are still important political
challenges constraining markets from
continuing to build confidence. Growth in
the euro area will continue at a pace slightly
below 2018, although we see different
conditions in each of the countries we supply.

Economic indicators in most of the countries
where BA operates are encouraging but more
modest than in 2018. It is BA's expectation that
this economic performance, although slower,
should continue in the near term.

In this environment, BA turnover reached EUR
853.9 million, representing an increase of
6.2% when compared with the previous year.

Exports accounted for approximately 24% of
the total consolidated sales. In the countries
where we have production facilities, BA has
further consolidated its position: Portugall,
Spain, Poland, Germany, Greece, Bulgaria
and Romania. The company exported to a
total of 70 countries.

The main consumer segments continue to be:
Food representing 32%, Beer 23%, Wine 20%, Soft
Drinks 14% and Spirits 11%. The main growth in
2018 came from the Food and Beer segments.

With the new geographies, BA was able to grow
its sales in most of the segments, consolidating
its offer to multinational and medium size
clients, guaranteeing service to more than
1,300 clients and maintaining a diversified
and well-balanced product portfolio.

Once again, anindependent company
carried out a customer satisfaction survey
where BAreached +6% in Net Promoting
Score. This score level shows that there is
room to improve and to better manage new
markets and demands. BA has put in place
projects to improve its customer satisfaction
index and to provide an excellent service

to all of them. Geographies where some of
these projects took place already showed
improvements on the previous year.
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Our striving for value added innovation
offers to our customers and consumers

has certainly been a strong contributor

to BA's 2018 growth.In 2018, BA developed
more than 270 projects of new products
and placed in the market 119, increasing its
market implementation success rate. With
a larger market research and design team,
BA has continued to embrace its new vision,
trying to understand the relationship of final
consumer needs with glass packaging and
with our customers’ products. A number

of market research and consumer focus
groups were carried out, revealing to us
new insights into how glass packaging
relates to consumers and to their search

for more sustainable options. This will
continue to be the course of actionin the
future, to be able to further surprise our
customers and consumers, moving towards
a greener planet and ensuring that countless
generations will enjoy their products in glass
packaging.

BA is also engaged in several initiatives
envisaging a more sustainable packaging
world. We are certain that glass, with its
characteristics of recycling and content
protection, is the packaging choice for our
customers and consumers.
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Innovation
and Development

Following the trend of the previous year,
several projects were developed bringing
better solutions to our customers, always
focused on value added and differentiated
products, supporting them to be even more
competitive.

The new projects’ success rate, which
measures the ratio between total projects
developed and new products in the market,
slightly increased compared to the previous
year, with a conversion rate of 44%, showing
a great acceptance of BA as a reference
manufacturer of packaging for the food and
beverage industries. BA's own design and
lightweight projects continued to increase
theirimportance in the 2018 launches,
achieving a new record of 21.7%. Lightweight
projects represented last year a reduction of
more than 10,000 tons of glass, the equivalent
of 4,000 tons less of CO».

Challenging once more the designers of

the future, BA organized the 7* Edition of the
Glassberries Design contest. Universities and
design school students from five European
countries were challenged to develop a wine
bottle together with its secondary packaging,
also using recycled material. The awards
ceremony took place in Barcelona, where
the winning projects were pitched by their
creators.

With the focus on innovation, other initiatives
were developed with customers, namely

the Customer Design Contest and the
Creative Exercise. These initiatives allowed
the innovation process to become more
customized and collaborative.

New Projects Success Rate

43.8%

431%

40.704
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Operations
and Supply Chain

2018 was an important year of consolidation
of the South East Europe division integration
and BA’s adaptation to its new size with

a cledar and strong bet on consistency,
standardization and simplification of
processes across the whole Group, using
digitalization as a tool to support us towards
that goal. As always, a strong focus was
placed on benchmarking, sharing and
implementing best practices.

A strict cost control plan was executed

to overcome the costs inflation across all
geographies, allowing the plants to offset
that effect partially.

In the Iberian Division, a new furnace
construction and start-up in Villafranca
plant should be highlighted. With this,

more than 100 jobs have been created. The
furnace rebuild in Leén plant was also a
major project in 2018. Despite the consequent
additional complexity, compared to 2017, the
Iberian Division was able to improve some
productivity and its quality indexes in 2018.

After some major organizational changes,

the Avintes plant has continued its good
performance and improved its main
operational indicators. For Marinha Grande,
after afurnace rebuild during the previous year
with major technological changes, 2018 was
the return to stability with a good evolution and

some records in production and service quality
to our customers. Undoubtedly, 2018 has been
avery intensive and challenging year for the
Villafranca team with a new furnace start-up,
new production technology and, again, an
excellent performance. Likewise, in the Leén
furnace rebuild, despite the technological
challenges, the team was able to performa
very solid start-up with an impressive evolution.
Finally, Venda Nova has shown a very good
trend in all the main operational indicators,
achieving records in productivity, flexibility,
quality and cost.

In the Central European Division, the labour
market continues to be extremely competitive
with high staff turnover, mainly in blue collar
positions, representing a challenge for the
productivity of the Division plants. Despite the
increase in salaries, we were still not able to
fulfill all operational functions. Nevertheless,
there was a visible improvement.

This year, important organizational changes
took place in the Central Europe plants, with
new leadership in Jedlice and Gardelegen.
Jedlice’s performance was significantly
improved. In Gardelegen, the plant and
investment teams successfully carried out
the furnace rebuild in the last quarter of the
year, with an early and successful start-up.
However, the plant operational targets were
still not met.

In 2018 the South East Europe Division took
further steps inits integration, already begun
in 2017, focusing on process improvement



ANNUAL MANAGEMENT REPORT

and consistency towards BA standards.
Strong focus was placed on operational
benchmarking, the reorganization

of the corporate and administration
departments and on discontinuing some
non-core business activities. In 2019 the first
transformational investment will take place
in Plovdiv.

The Plovdiv and Sofia plants continued their
good performance, improving the main
operational KPIs and delivering the target
production volumes. After some major
organizational changes, the Bucharest plant
succeeded in stabilizing the production
performance and returning to a positive
evolution. With some challenges particularly
during the first half of 2018, the Athens plant
was able to recover towards year end.

In 2018, benchmarking continued to prove

its value creation, taking advantage of

BA's new size and increased diversity. The
benchmarking initiatives among plants have
continued and were reinforced, extending
several group-wide projects like “Upside”
and “Twins” and starting new ones like “Watt
Less”. These initiatives enabled the sharing

of know-how, striving for the identification
and implementation of best practices in all
geographies, such as efficiency, job changes,
quality, costs, and energy consumption.

This year, the Group supply chain team
integration was concluded, joining the
transport operation of South East Europe
Division to the global transport team. Supply

chain teams had significant challenges in
2018, in transport, given its shortage, and in
the sourcing of more price competitive and
environmental friendly raw materials and
energy.

In the European transport market, we
observe a demand-supply unbalance,
lacking capacity, with the consequent cost
increase already inflated by the cost of
fuel, tolls and road taxes. In the context of
BA's sales growth and ever more complex
flows, the sourcing of transport becomes
even more critical in BA's sales strategy.
Global transport management and sourcing
are crucial to guarantee that we supply
customers with the expected service

level. The network of external warehouses
in export countries also continued to

be improved in order to ensure on time
deliveries, mainly in France and Italy.

With regards to energy, oil and electricity
prices were a big concern during the year, and
so was the ‘green challenge”. New alternatives
of sourcing electricity from renewable energy
were explored. In raw materials, we looked for
different sources of sand, to optimize logistics
and melting costs, and alternative soda
suppliers were introduced in each region to
reduce regional risks.

In the operations dedicated to the cleaning
and treatment of recycled glass, a significant
investment was made in the Spanish

facility to improve the efficiency of the
sorting process and the glass quality. This

©)
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investment, which had also previously been
made in the Portuguese facility, improves the
quality of our containers and dramatically
reduces the environmental impact due to
waste reduction, which is one of our main
commitments.

Concerning the Group’s other activities,

it isimportant to underline the capacity
increase of Minas de Valdecastillo (in
Spain) implemented this year, and its good
operational performance exploiting a silica
deposit and supplying the plant in Leén with
the highest quality sand.

Finally, the Moldin facility, whose activity is
the repair of moulds in Iberia, has continued
its growth, again reaching a substantially
better performance than in previous years,
thus enabling an increasingly improved
service level for all Iberian plants and
enhancing efficiency and quality in their
process.

In general and following the strategy of
improving operational efficiency and

customer service pursued over several years,

the Group continues to make changes to its
processes, following in-house and external
benchmarking initiatives and continually
monitoring its critical business processes.
BA Vision strongly impacts all our activities
and initiatives and the aim for excellence will
continue to be the basis and the key of all our
operations.

Production [ton]
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Investments

In 2018, the BA investments in its facilities
reached EUR 93 million, 11% of sales.

The main projects were the construction of
one new furnace in Villafranca de los Barros
(Spain) and the repair of two other furnaces,
in Léon (Spain) and Gardelegen (Germany).
These investments were also an opportunity
to incorporate improvements and upgrades
in all areas. Productivity and quality were
the main objectives, achieved with state-
-of-the-art forming equipment and last
generation automatic inspection machines
with direct impact on product quality. Also,
energy and environment continued to be
among the main priorities, and the new

and rebuilt furnaces present significant
improvements in energy efficiency and
environmental protection.

People

Following the acquisitions of recent years
and the resulting changes in the organization,
2018 was the year for consolidating processes
and people performance. In fact, all resources
were dedicated to continuing the integration
project started last year and creating

new tools to facilitate the learning and
development process of an organization that
now operates on a multinational scale.

Several measures to drive a faster
transformation were executed, namely
through the implementation of new

IT systems and tools, and through the
recruitment of talent, supported by the
reinforcement of employer branding,
especially in the new geographies.

Concerning people development, beyond the
continuous building of structured training,
other initiatives were created to accelerate
this development. Coaching and mentoring
programs, missions abroad and people
moving across functions were extensively
used, as is usual practice in BA. All the
assessment and development systems are
now fully in place in the South East Europe
Division, and a unique and global way of
working is in place across the Group.

The BA Academy continued to develop
new programs in the Leadership and
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Management School and in the Operations
School, enlarging its scope of action to
Central Europe teams. A new school was
created - the Systems School, in order to
ensure a qualified and structured training in
safety, environment, quality, and food safety
standards.

New projects were put in place to boost the
spread of internal knowledge and attract
young people to our company, mainly:

[i] “Right arm”, which was a project that
enabled participants to live for a day a
function of another colleague;

[ii] Millennials@work, which gathered

a group of BA Millennials with the role

of benchmarking the best practices of
the work environment in the market and
establishing an action plan to improve
work conditions in BA;

[iii] “Futura program”, with its first edition
in Iberia, a program created to attract
young engineers and provide them with
a twelve-month intensive technical

and behavioural training, and strongly
prepare them for taking a variety of
positions inside the Group.

In the scope of the processes digitalization,
a strong focus was also placed on the
improvement of HR processes. New systems
and software are already being developed
and implemented to make the way of

work simpler and to support the people
management, namely:

[i] the implementation of a SAP new
functionality, with mobile access;

[ii] the creation of a learning mobile
platform, in the scope of BA training
Academy;

[iii] the use of RPA (Robot Process
Automation) tools to simplify
administrative HR tasks.

The Annual Management Meeting, under the
theme “Beyond tomorrow”, was dedicated to
digitalization as the key tool to support our
vision and was an important eye-opener of
what the future can bring and what the new
ways of work and life will be.

To measure the social environment, a social
climate survey took place during the year.
Since 2004, BA has used this tool with the aim
of assessing and understanding people’s
opinions about five major clusters (strategy,
engagement, HR policies, work conditions and
leadership). Afterwards, action plans are built
by clusters and regions. In 2018 a total of 2,895
questionnaires were collected (78% of the
total BA population), where Germany, Greece,
Bulgaria, and Romania participated for the
first time. Globally the score was 3.5 (on a1-5
scale) and showed important progress.

At the end of the year, the Group had 3890
internal employees, 2.5% more than last year,
mainly due to the new furnace operation

in Villafranca de los Barros plant and to the
preparation of the new investment in the
Plovdiv plant to be made in 2019.
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Results

In compliance with the European Commission
Regulation 1606/2002 of the European
Parliament, with the Council dated July
19,2002 and the European Commission
Regulation 1725/2003 dated September 29,
2003, BA Glass has prepared its consolidated
financial statements since 2005 in conformity
with the International Financial Reporting
Standards (IFRSs), as published by the
International Accounting Standards Board
(1AsB) and adopted by the European Union.

In 2018, the most significant variation in
prices of the main production factors was
on energy and CO9 emission allowances.
Particularly during the second half of the
year, electricity and natural gas had a
significant price increase as well as CO9
allowances, remaining at a very high
level until year end. The relevant increase
in labour costs in Poland, Romania and
Bulgaria continued to significantly impact
the production costs of the local plants.
Conversely, price increases and better
efficiency and flexibility of our plants
mitigated part of these effects.

With regard to investments, the greatest
impact on 2018 depreciation was generated
by the reconstruction of one furnace in
Venda Nova at the end of 2017, a new furnace
in Villafranca de los Barros and the furnace
rebuild in Léon in 2018.
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Hence

Operating cash-flow (EBITDA) amounted to
EUR 254.4 million, EUR 5.7 million lower when
compared to the previous year. The EBITDA
margin was 29.8%, showing a decrease

of 2.6 p.p. compared to the prior year. The
aforementioned effects of energy and CO»p
prices significantly affected the EBITDA (less
EUR 24.7 million and 2.9 p.p. of margin).

Operating profit (EBIT) amounted to EUR173.5
million, equivalent to 20.3% of sales, EUR 3.6
million and 1.7 p.p. lower than in 2017.

Net tangible assets turnover was 1.67, 2.9%
higher than in 2017 (1.62). Improving the
net tangible assets turnover remains a
key focus point for the Group to ensure the
improvement of its financial position.

The financial results amounted to a loss of
EUR 41.4 million (compared to a loss of EUR
34.0 million from last year). A large part of the
financial result in both years is related to an
impairment in the Anchor Glass accounts
incorporated in the Group accounts (EUR
20,9 million in 2017 and EUR 23,4 million in
2018). Without this effect and the effect of
the devaluation of the Polish zloty in 2018, the
financial result improved and amounted to
EUR16.1 million (2017: EUR 16.9 miillion).

Profit before taxes amounted to EUR 132.1
million, 7.6% lower than in the previous year
(2017: EUR 143.0 million), and the net profit
totalled EUR 96.6 million, 14.9% lower than
in the previous year (2017: EUR 113.5 million).
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Financial Analysis

At the end of 2018, consolidated net assets
were EUR 1,414,0 million (2017: EUR1,435.9
miIIion), in spite of an investment of EUR 93
million.

Working capital reached 19.1% of sales, EUR 5.5
million lower than the previous year, mainly
due to a significant increase in the accounts
payable.

At the end of the year, total liabilities were
EUR 936.6 million, EUR 87.8 million less than

in the previous year. The group’s net debt
amounted to EUR 643.7 million (2017: EUR 688.7
million).

The leverage ratio ended the year with a
value of 2.5 (2017: 2.65) and the Group's equity
ratio reached 33.7% (2017: 28.7%) of total assets.
Despite the significant amount of debt raised
to finance the acquisition of Yioula in 2017,
these indicators reveal the cash conversion
ability and financial robustness of the Group,
and its readiness to continue growing.
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Outlook

2019 is starting full of uncertainties. The
political environment is under societal
pressure in many countries. The growth
of the economies is not deflating the
demonstrations of dissatisfaction across
Europe. This context of social and political
tension, despite economic growth, is
weighing on investor confidence.

The scepticism of European citizens
increased in 2018, not helped by the
continuing Brexit saga. Some hidden
protectionist governmental actions are
creating barriers to business development
across Europe, and are not helping the
development of cross border partnerships.

Independently of individual beliefs, it has
been proved that collaboration is the only
way to improve. From our side, we commit
to further build and deepen constructive
partnerships.

For BA it will be a year to consolidate the
investments made, and also to start the main
investments in the South East Europe Division,
supporting customer needs and market
growth. Itis the first step of an important
technological and mindset transformation

in the region. We will develop local skills and
capabilities, strengthening the Division for
future growth.

The increase in costs is one of the main
concerns. The increase in productivity and
obsessive cost control are the sustainable
way forward to recover the loss of
profitability. There are no middle ways, and
the targets for 2019 are ambitious.

We are optimistic about the opportunities we
have in hand, and we see plenty of room to
improve and transform not only our industrial
operations but also our business with regard
to our relationships and ways of interacting
with customers and consumers.

Digitalization will play an essential role in our
differentiation. It is a big challenge, which has
the commitment of the entire top and middle
management. It is not only about technology
introduction and usage. It is about doing
differently and better. Artificial intelligence
(A1) and the internet of things (IoT) will make
our mission easier and more attractive to the
new generations, and the future leaders of
this bigger organization.

We aim to go “beyond packaging” by Heart,
looking for the infinite options and possibilities
ahead. Some are still dreams. And those
dreams will make BA different and mindful.

We continue to be very committed to
maintaining a transparent and trustworthy
relationship with all our employees, investing
in their development and rewarding their
commitment and accomplishments.
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We are also committed to the local
communities in all the cities where we are
present. An active relationship, mainly with
schools and the development of youngsters,
is part of our contribution to the development
of Society.

Sustainability is, and always has been, part of
our business. It is also infinite, as is the life of
the glass we produce.

We aim to be an active contributor to this
global Planet project. In this report, we try

to decode paradigms, with the ambition to
make you look Beyond. Always. We hope this
will help people and organizations to make
more conscious choices!
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Consolidated Statement
of Financial Position

Amounts expressed in Euros

Assets Notes
Non currentassets
Goodwill 10
Intangible assets n
Property, plant and equipment 12
Investments accounted for using the equity method 8
Other financial investments 14
Investment properties 13
Other non-current assets 15
Deferred tax assets 33
Currentassets
Inventories 16
Trade receivables 17
Other current debtors 18
Other current assets 19
Cash and short term deposits 20
Total assets
Equity and liabilities
Equity
Issued capital 21
Legal and other reserves
Retained earnings
Other components of equity
Profit for the year
Equity attributable to owners of the parent
Non-controlling interests
Total equity
Non-currentliabilities
Interest-bearing loans and borrowings 22
Provisions 23
Government grants 27
Deferred tax liabilities 33
Currentliabilities
Interest-bearing loans and borrowings 22
Trade payables 24
Income tax payable 33
Other payables 25
Government grants 27
Other current liabilities 26

Total equity and liabilities

Dec. 31,2017

416,796,941
30,434,489
495,894,493
35,644,628
2,710,729
4,078,339
5,651,508
22,724,889
1,013,936,016

117,649,759
158,463,059
25,759,219
2,825,326
117,295,919
421,993,282
1,435,929,297

36,000
36,784,861
270,373,235
(6,401,372)
110,798,901
411,591,625

411,591,625

631,908,494
4,977,049
14,726,934
16,158,328
667,770,805

174,058,129
107,858,308
8,915,768
19,876,979
3,882,384
41,975,300
356,566,867
1,435,929,297
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Consolidated Statement
of Profit or Loss

Amounts expressed in Euros

Continuing operations Notes Dec. 31,2017
Revenue
Sales and services rendered 28 803,867,805
Changes in stocks of finished goods 2514,278
Other operating income 29 7,981,192
814,363,275
Operating expenses
Raw materials and consumables used 317,439,815
Supplies and external services 127,103,934
Employee benefits expense 102,054,771
Depreciation and amortisation 81,087,416
Impairment 31 2,001,870
Other operating expenses 30 7,647,621
637,335,427
Operational cash flow [EBITDA] 260,117,135
Operatingincome [EBIT] 177,027,848
Financial result 32 (13,]19,873}
Share of profit of an associate 8 (20,916,155)
Profit before tax from continuing operations 142,991,820
| Income tax expense 33 29,465,019
Profitfor the year from continuing operations 113,526,801
| Discontinued operations -
Profit for the year 113,526,801
Attributable to:
Equity holders of the parent 110,798,900
Non-controlling interests 2,727,901
Earnings pershare
Basic 34 3,077,75
Diluted 34 3,077,75
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Consolidated Statement
of Comprehensive Income

Amounts expressed in Euros

Profitfor the year

Other comprehensiveincome

Other comprehensive income to be reclassified
to profit or loss in subsequent periods (net of tax)

Exchange differences on translation of foreign operations

Share of other comprehensive income of an associate

Others

Netother comprehensive income to be reclassified
to profitorlossin subsequent periods

Other comprehensive income not to be reclassified
to profit or loss in subsequent periods (net of tax)

Share of other comprehensive income of an associate

Re-measurement gains (losses) on defined benefits plans

Revaluation of land

Other

Netother comprehensiveincome not to bereclassified
to profitorlossinsubsequentperiods

Other comprehensive income for the year, net of tax

Total comprehensive income for the year, net of tax

Attributable to:

Equity holders of the parent

Non-controlling interests

Dec. 31,2017
113,526,801

(5,553,788)

463,508

(6,017,2963

(349,400)

(349,4003

(6,366,696)
107,160,106

103,185,555
3,974,551
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Consolidated Statement
of Changes in Equity

Amounts expressed in Euros

Attributable to the equity owners of the parent

Foreign Other
Issued Legal Retained currency compo- Profitfor Total Non- Total
capital andother earnings translation nentsof theyear controlling equity
reserves reserve equity interest
AsatJanuary1,2017 36,000 36,784,860 220744784 1,211,974 - 101,305,408 360,083,027 - 360,083,027
Profit for the period - - - - - 110,798,901 110,798,901 2,727,901 113,526,801
Other - - - (6,800,438) (812,908) - (7613,346) 1,246,650 (6,366,696)
comprehensive
income
Total - - -(6,800,438) (812,908) 110,798,901103,185,555 3,974,551 107,160,106
comprehensive
income
Put option granted - - (,676,957) - - - (1676,957) (3974,551) (5,651,508)
to non-controlling
interests
Dividends - - (50,000,000 - - - (50,000,000 - (50,000000)
Appropriation of - - 101,305,408 - - (101,305,408) - - -
prior year net profit
Other changes - - - - - - - - -
in equity
AtDecember 31,2017 36,000 36,784,860 270,373,235 (5,588,464) (812,908) 110,798,901 411,591,625 - 411,591,625
AsatJanuary1,2018 36,000 36,784,860 270,373,235 (5,588,464) (812,908) 110,798,901 411,591,625 - 411,591,625
Profit for the period - - - - - 95285318 95285318 1,315,813 96,601,131
Other - 2357504 - (2,655,897) (170,474) - (468,867) - (468,867)
comprehensive
income
Total - 2,357,504 - (2,655,897) (170,474) 95,285,318 94,816,451 1,315,813 96,132,264
comprehensive
income
Put option granted - - (4912,147) - - - (4912147) (1,315,813) (6,227,960)
to non-controlling
interests
Dividends - - (25,000,000) - - - (25,000,000 - (25,000,000)
Appropriation of - - 110,798,901 - - (no,798,901) - - -
prior year net profit
Other changes - - (366,135) - - - (366,135) - (366,135)
in equity
AtDecember 31,2018 36,000 39,142,364 350,893,854 (8,244,361) (983,382) 95,285,318 476,129,794 - 476,129,794
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Consolidated Statement
of Cash Flows

Amounts expressed in Euros

Dec. 31,2017

Cash flow statement — operational activities
Receipts from customers

Payments to suppliers

Payments to employees

838934627
(474,312,860)
(103,160,523)
261,461,244
(40,856,504)
(19,578,64])

201,026,099

—_— e

Cash generated from operations
(Payment) / reimbursement of corporate income tax
Other proceeds | (payments) relating to the operating activity
Cash flow from investing activities 1]
Cash flow statement - investing activities
Receipts from:
Financial Investments
Fixed assets
Government grants
Other assets

170,529

170,529

Payments related to:
Financial Investments
Acquisition of a subsidiary, net of cash acquired

(169,646,412)

Fixed assets (46,448,985)
Other assets -
(216,095,397!
Cash flow from investing activities [2] (215,924,868)
Cash flow statement - financing activities

Receipts from:
Borrowings 582,851,207
Interests received 8,303

582,859,510

(4n,651,66)
(15,437,033)
(50,000,000)
(5,640,453)
(71,071)
(482,799,723)
100,059,787
85,161,017

180,313

31,954,589

117,295,919

Other financing activities

Payments related to:

Borrowings

Interest and similar expense

Dividends

Acquisition of non — controlling interests
Other financing activities

Cash flow from financing activities [3]
Net cash flow variation for the year [4]=[1]+[2]+[3]
Net foreign exchange differences
Cash andits equivalents at the beginning of the period
Cash andits equivalents at the end of the period
NOTES TO THE CONSOLIDATED CASH-FLOW STATEMENT:

Cash 33,189
Short term bank deposits 17,262,729
Cash and its equivalents (Note 20) 117,295,919
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Notes to the Consolidated
Financial Statements

1. Corporate Information

The consolidated financial statements of BA
Glass B.V. (hereinafter the “Company”) and
its subsidiaries (collectively, the Group) for
the year ended December 31+, 2018 were
authorized for issue in accordance with a
resolution of the directors on March 26,
2019. However, the consolidated financial

statements shall be subject to approval by the

Shareholders in the Annual General Meeting.

The Company is a private limited liability
company incorporated and domiciled in
the Netherlands. The registered office is
located at Prins Bernhardplein 200,1097 JB
Amsterdam. The objectives of the Company
are to act as holding and finance company.
The Company is registered at the Dutch
Chamber of Commerce with file number
34310991.

The Group is a leading manufacturer of glass
packaging products for the food, beer, wine,
spirits and soft drinks end markets.

The Company together with its subsidiaries
(the “Group’) is one of the most profitable
players on the glass packaging business and
has operating activities in Portugal, Spain,
Poland, Germany, Greece, Bulgaria and
Romania.

The Group operates in the glass industry,
more specifically in the manufacturing

of glass containers, owning three
manufacturing plants in Portugal, two in
Spain, two in Poland, one in Germany, one in
Greece, two in Bulgaria and one in Romania,
through entities BA Glass Portugal, S.A.
(operating in Portugal), BA Glass Spain, S.A.U.
(operating in Spain), BA Glass Poland

Sp.z o.0. (operating in Poland), BA Glass
Germany GmbH (operating in Germany),

BA Glass Greece, S.A. (operating in Greece),
BA Glass Bulgaria, S.A. (operating in Bulgaria)
and BA Glass Romania, S.A. (operating in
Romania).

No distinguishable components apply
either with reference to its products or

to its manufacturing processes, nor do
distinguishable components apply, either
with reference to the type of customer or to
distribution channels, which may warrant
analysis in terms of business segmentation.

Moreover, we also consider that the

risks, returns, opportunities, or prospects
applicable to the units operating in the
aforementioned countries do not differ to
the extent that their treatment as separate
reportable geographical segments are
warranted.
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2. Accounting Policies

2.1. Basis of Preparation

The consolidated financial statements of the
Group have been prepared in accordance
with International Financial Reporting
Standards (IFRS) as issued by the International
Accounting Standards Board (JASB).

The consolidated financial statements have
been prepadred on a historical cost basis,
except for land that have been measured at
fair value.

The consolidated financial statements
provide comparative information in respect
of the previous period.

The consolidated financial statements are

presented in euros.

2.2.Basis of Consolidation

The consolidated financial statements
comprise the financial statements of
the Company and its subsidiaries as at
December 31t, 2018.

Control is achieved when the Group is
exposed, or has rights, to variable returns
from its involvement with the investee and has
the ability to affect those returns through

its power over the investee. Specifically, the

Group controls an investee if, and only if, the
Group has:

Power over the investee (j.e., existing rights
that give it the current ability to direct the
relevant activities of the investee);

Exposure, or rights, to variable returns
from its involvement with the investee;

The ability to use its power over the
investee to affect its returns.

Generally, there is a presumption that a
majority of voting rights results in control.
To support this presumption and when

the Group has less than a majority of the
voting or similar rights of an investee, the
Group considers all relevant facts and
circumstances in assessing whether it has
power over an investee, including:

The contractual arrangement with the
other vote holders of the investee;

Rights arising from other contractual
arrangements;

The Group's voting rights and potential
voting rights.

The Group re-assesses whether or

not it controls an investee if facts and
circumstances indicate that there are
changes to one or more of the three
elements of control. Consolidation of a
subsidiary begins when the Group obtains
control over the subsidiary and ceases when
the Group loses control of the subsidiary.
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Assets, liabilities, income and expenses of a
subsidiary acquired or disposed of during
the year are included in the consolidated
financial statements from the date the Group
gains control until the date the Group ceases
to control the subsidiary.

Profit or loss and each component of OCl are
attributed to the equity holders of the parent
of the Group and to the non-controlling
interests, even if this results in the non-
-controlling interests having a deficit balance.
When necessary, adjustments are made

to the financial statements of subsidiaries

to bring their accounting policies into line
with the Group's accounting policies. All
intra-group assets and liabilities, equity,
income, expenses and cash flows relating to
transactions between members of the Group
are eliminated in full on consolidation.

A change in the ownership interest of a
subsidiary, without a loss of control, is
accounted for as an equity transaction.

If the Group loses control over a subsidiary,

it derecognises the related assets (including
goodwill), liabilities, non-controlling interest
and other components of equity, while any
resultant gain or loss is recognised in profit or
loss. Any investment retained is recognised
at fair value.

2.3. Summary of Significant Accounting
Policies

a) Business Combinations and Goodwill

Business combinations are accounted for
using the acquisition method. The cost of an
acquisition is measured as the aggregate

of the consideration transferred, measured
at acquisition date fair value and the
amount of any non-controlling interest in the
acquiree. For each business combination, the
Group elects whether it measures the non-
-controlling interest in the acquiree either at
fair value or at the proportionate share of the
acquiree’s identifiable net assets. Acquisition-
-related costs incurred are expensed and
included in suppliers and external services.

When the Group acquires a business, it
assesses the financial assets and liabilities
assumed for appropriate classification

and designation in accordance with the
contractual terms, economic circumstances
and pertinent conditions as at the acquisition
date. This includes the separation of embedded
derivatives in host contracts by the acquiree.

Any contingent consideration to be
transferred by the acquirer will be recognized
at fair value at the acquisition date.
Contingent consideration classified as
equity is not remeasured and its subsequent
settlement is accounted for within equity.
Contingent consideration classified as an
asset or liability that is a financial instrument

®
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and within the scope of IFRS 9 Financial
Instruments, is measured at fair value with

the changes in fair value recognised in the
statement of profit or loss in accordance with
IFRS 9. Other contingent consideration that is
not within the scope of IFRS 9 is measured at
fair value at each reporting date with changes
in fair value recognised in profit or loss.

Goodwill is initially measured at cost,

being the excess of the aggregate of the
consideration transferred and the amount
recognised for non-controlling interest

over the net identifiable assets acquired
and liabilities assumed. If the fair value of
the net assets acquired is in excess of the
aggregate consideration transferred, the
Group re-assesses whether it has correctly
identified all of the assets acquired and all
of the liabilities assumed and reviews the
procedures used to measure the amounts
to be recognised at the acquisition date. If
the reassessment still results in an excess of
the fair value of net assets acquired over the
aggregate consideration transferred, then
the gainis recognised in profit or loss.

After initial recognition, goodwill is measured
at cost less any accumulated impairment
losses. For the purpose of impairment testing,
goodwill acquired in a business combinationis,
from the acquisition date, allocated to each of
the Group's cash-generating units (CGUs) that
are expected to benefit from the combination,
irrespective of whether other assets or liabilities
of the acquiree are assigned to those units.

A CGU is defined as the smallest identifiable

Group of assets that generates cash inflows
that are largely independent of the cash inflows
from other assets or Group of assets.

Where goodwill has been allocated to a
cash-generating unit (CGU) and part of the
operation within that unit is disposed of,

the goodwill associated with the disposed
operation is included in the carrying amount
of the operation when determining the gain
or loss on disposal. Goodwill disposed in
these circumstances is measured based on
the relative values of the disposed operation
and the portion of the cash-generating unit
retained.

Put Option Granted to Non-controlling Interest

When the facts and circumstances indicate
that the Group has no present ownership

on the shares subject to the put option, the
Group elects to follow the approach of partial
recognition of non-controlling interests,
under which the non-controlling interest
continues to receive:

[i] an allocation of profit and loss;

[ii] @ share of changes in appropriate
reserves, and

[iii] dividends declared before the end of
the reporting period.

At the end of each reporting period, the Group
recognizes a financial liability (fair value of the
put option) as if the acquisition took place at

that date. The put option is valued at fair value

®
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at the year-end. Changes in the financial
liability are treated as reclassifications in
equity and therefore have no impact on profit
or loss. There is no separate accounting for
the unwinding of the discount due to the
passage of time.

In the event that the option expires
unexercised, the financial liability is unwound
such that non-controlling interest is
recognised at the amount it would have been
as if the put option was not granted.

b) Investment in Associates

An associate is an entity in which the Group
has significant influence. Significant influence
is the power to participate in the financial and
operating policy decisions of the investee, but
is not control over those policies. The Group's
investment in its associate is accounted for
using the equity method.

Under the equity method, the investmentin
an associate is initially recognised at cost.
The carrying amount of the investment is
adjusted to recognise changes in the Group's
share of net assets of the associate since

the acquisition date. Goodwill relating to the
associate is included in the carrying amount
of the investment and is not tested for
impairment separately.

The statement of profit or loss reflects the
Group's share of the results of operations

of the associate. When there has been a
change recognised directly in the equity of
the associate, the Group recognizes its share
of any changes and discloses this, when
applicable, in the statement of changesin
equity. Unrealized gains and losses resulting
from transactions between the Group and
the associate are eliminated to the extent of
the interest in the associate.

The aggregate of the Group’s share of profit
or loss of an associate is shown on the face
of the statement of profit or loss outside
operating profit and represents profit or loss
after tax and non-controlling interests in the
subsidiaries of the associate.

The financial statements of the associate are
prepared in the different reporting period of the
Group, as mentioned in Note 8. When necessary,
adjustments are made to bring the accounting
policies in line with those of the Group.

After application of the equity method, the
Group determines whether it is necessary

to recognise an impairment loss onits
investment in its associate. At each reporting
date, the Group determines whether there

is objective evidence that the investment

in the associate is impaired. If there is such
evidence, the Group calculates the amount
of impairment as the difference between the
recoverable amount of the associate and its
carrying value, and then recognises the loss
within ‘Share of profit of an associate and a
joint venture’ in the statement of profit or loss.
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Upon loss of significant influence over

the associate, the Group measures and
recognises any retaining investment at

its fair value. Any difference between the
carrying amount of the associate upon loss
of significant influence and the fair value of
the retained investment and proceeds from
disposalis recognised in profit or loss.

Itis held primarily for the purpose of trading;

Itis due to be settled within twelve months
after the reporting period; or

There is no unconditional right to defer
the settlement of the liability for at least
twelve months after the reporting period.

c) Current Versus Non-current Classification

The Group classifies all other liabilities as
non-current.

Deferred tax assets and liabilities are
classified as non-current assets and liabilities.

The Group presents assets and liabilities in
the statement of financial position based on
current/non-current classification.

An asset is current wheniitis:

d) Fair Value Measurement

Expected to be realised or intended to be
sold or consumed in the normal operating
cycle;

Held primarily for the purpose of trading;

Expected to be realized within twelve
months after the reporting period; or

Cash or cash equivalent unless restricted
from being exchanged or used to settle

a liability for at least twelve months after
the reporting period.

All other assets are classified as non-current.

A liability is current when:

Itis expected to be settled in the normal
operating cycle;

Fair value is the price that would be received
to sell an asset or paid to transfer a liability

in an orderly transaction between market
participants at the measurement date. The
fair value measurement is based on the
presumption that the transaction to sell the
asset or transfer the liability takes place either:

In the principal market for the asset or
liability; or

In the absence of a principal market, in
the most advantageous market for the
asset or liability.

The principal or the most advantageous
market must be accessible by the Group.

The fair value of an asset or a liability is
measured using the assumptions that market
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participants would use when pricing the asset
or liability, assuming that market participants
act in their economic best interest.

A fair value measurement of a non-financial
asset takes into account a market participant’s
ability to generate economic benefits by
using the asset in its highest and best use or
by selling it to another market participant that
would use the asset in its highest and best use.

The Group uses valuation techniques that
are appropriate in the circumstances and
for which sufficient data are available to
measure fair value, maximising the use of
relevant observable inputs and minimising
the use of unobservable inputs.

All assets and liabilities for which fair value
is measured or disclosed in the financial
statements are categorised within the fair
value hierarchy, described as follows, based
on the lowest level input that is significant to
the fair value measurement as a whole:

Level 1 Quoted (unadjusted) market prices
in active markets for identical assets or
liabilities;

Level 2 Valuation techniques for which
the lowest level input that is significant to
the fair value measurementis directly or
indirectly observable;

Level 3 Valuation techniques for which the
lowest level input that is significant to the
fair value measurement is unobservable.

For assets and liabilities that are recognised
in the financial statements on arecurring
basis, the Group determines whether
transfers have occurred between levels in
the hierarchy by re-assessing categorisation
(based on the lowest level input that is
significant to the fair value measurement as
awhole) at the end of each reporting period.
No transfers have occurred during the period.

An analysis of the classification of financial

instruments and further details as to how
they are measured are provided in Note 9.

e) Revenue from Contracts with Customers

The group is in the business of manufacturing
and selling glass containers and glass
products. Sales are recognised when control of
the products has transferred to the customer
at an amount that reflects the consideration
to which the Group expects to be entitled in
exchange for those goods. The Group has
concluded that it is acting as a principal

in its revenue arrangements because it
typically controls the goods or services before
transferring them to the customer.

The Group does not have any contracts
where the period between the transfer of the
promissed goods or services to the customer
and payment by the customer exceeds one
year. As consequence, the group does not
adjust any of the transaction prices for the
time value of the money.
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The disclosures of significant accounting
judgements, estimates and assumptions
relating to revenue from contract with
customers are provided in Note 4.

Sale of Glass Products

Revenue from sale of glass products is
recognised at the point in time when control
of the asset is transferred to the customer,
generally on delivery of the goods.

The Group considers whether there are
other promises in the contract that are
sepdrate performance obligations to
which a portion of the transaction price
needs to be allocated. In determining

the transaction price for the sale of glass
products, the Group considers the effects
of variable consideration, the existence of
significant financing components, noncash
consideration, and consideration payable to
the customer (if any).

Variable Consideration

If the consideration in a contract includes
a variable amount, the Group estimates
the amount of consideration to which it
will be entitled in exchange for transferring
the goods to the customer. The variable
consideration is estimated at contract
inception and constrained until it is highly
probable that a significant revenue
reversal in the amount of cumulative

revenue recognised will not occur when the
associated uncertainty with the variable
consideration is subsequently resolved.

Some contracts with customers provide a
volume rebates based on aggregated sales
over a 12 months period.

The volume rebates give rise to variable
consideration.

Volume Rebates

The Group provides retrospective volume
rebates to certain customers once the
quantity of products purchased during

the period exceeds a threshold specified

in the contract. Rebates are offset against
amounts payable by the customer. To
estimate the variable consideration for the
expected future rebates, the Group applies
the most likely amount method for contracts
with a single-volume threshold and the
expected value method for contracts

with more than one volume threshold.

The selected method that best predicts
the amount of variable consideration is
primarily driven by the number of volume
thresholds contained in the contract.

The Group then applies the requirements
on constraining estimates of variable
consideration and recognises a refund
liability for the expected future rebates.
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Contract Balances

Contract Assets

A contract asset is the right to consideration
in exchange for goods or services transferred
to the customer. If the Group performs by
transferring goods or services to a customer
before the customer pays consideration or
before payment is due, a contract asset is
recognised for the earned consideration that
is conditional.

Trade Receivables

Areceivable represents the Group's right
to an amount of consideration that is
unconditional (i.e., only the passage of
time is required before payment of the
consideration is due).

Contract Liabilities

A contract liability is the obligation to transfer
goods or services to a customer for which

the Group has received consideration (or

an amount of consideration is due) from the
customer. If a customer pays consideration
before the Group transfers goods or services
to the customer, a contract liability is
recognised when the payment is made or

the payment is due (whichever is earlier).
Contract liabilities are recognised as revenue
when the Group performs under the contract.

Assets and Liabilities Arising
from Rights of Return

Right of Return Assets

Right of return asset represents the Group’s right
to recover the goods expected to be returned
by customers. The asset is measured at the
former carrying amount of the inventory. The
Group updates the measurement of the asset
recorded for any revisions to its expected level
of returns, as well as any additional decreases
in the value of the returned products.

Refund Liabilities

Arefund liability is the obligation to refund
some or all of the consideration received

(or receivable) from the customer and is
measured at the amount the Group ultimately
expects it will have to return to the customer.
The Group updates its estimates of refund
liabilities (and the corresponding change in the
transaction price) at the end of each reporting
period. Refer to above accounting policy on
variable consideration.

f) Government Grants

Government grants are recognised where
there is reasonable assurance that the grant
will be received, and all attached conditions
will be complied with. When the grant relates
to an expense item, it is recognised as income
on a systematic basis over the periods that
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the related costs, for which it is intended to
compensate, are expensed. When the grant
relates to an asset, it is recognised as income
in equal amounts over the expected useful
life of the related asset.

When the Group receives grants of non-
monetary assets, the asset and the grant are
recorded at nominal amounts and released
to profit or loss over the expected useful

life of the asset, based on the pattern of
consumption of the benefits of the underlying
asset by equal annual instalments.

<] l Taxes

Current Income Tax

Currentincome tax assets and liabilities are
measured at the amount expected to be
recovered from or paid to the tax authorities.
The tax rates and tax laws used to compute
the amount are those that are enacted or
substantively enacted at the reporting date
in the countries where the Group operates
and generates taxable income.

Currentincome tax relating to items
recognised directly in equity is recognised

in equity and not in the statement of profit or
loss. Board of directors periodically evaluates
positions taken in the tax returns with

respect to situations in which applicable tax
regulations are subject to interpretation and
establishes provisions where appropriate.

Deferred Tax

Deferred tax is provided using the liability
method on temporary differences between
the tax bases of assets and liabilities and
their carrying amounts for financial reporting
purposes at the reporting date.

Deferred tax liabilities are recognised for all
taxable temporary differences, except:

When the deferred tax liability arises from
the initial recognition of goodwill or an
asset or liability in a transaction that is
not a business combination and, at the
time of the transaction, affects neither
the accounting profit nor taxable profit or
loss;

In respect of taxable temporary
differences associated with investments
in subsidiaries and associates, when the
timing of the reversal of the temporary
differences can be controlled and

itis probable that the temporary
differences will not reverse in the
foreseeable future.

Deferred tax assets are recognised for all
deductible temporary differences, the

carry forward of unused tax credits and any
unused tax losses. Deferred tax assets are
recognised to the extent that it is probable
that taxable profit will be available against
which the deductible temporary differences,
and the carry forward of unused tax credits
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and unused tax losses can be utilised,
except:

When the deferred tax asset relating to
the deductible temporary difference
arises from the initial recognition of an
asset or liability in a transaction that is

not a business combination and, at the
time of the transaction, affects neither the
accounting profit nor taxable profit or loss;

In respect of deductible temporary
differences associated with investments
in subsidiaries and associates, deferred
tax assets are recognised only to

the extent that it is probable that the
temporary differences will reverse in the
foreseeable future and taxable profit will
be available against which the temporary
differences can be utilized.

The carrying amount of deferred tax assets
is reviewed at each reporting date and
reduced to the extent that it is no longer
probable that sufficient taxable profit will be
available to allow all or part of the deferred
tax asset to be utilised. Unrecognised
deferred tax assets are reassessed at each
reporting date and are recognised to the
extent that it has become probable that
future taxable profits will allow the deferred
tax asset to be recovered.

Deferred tax assets and liabilities are
measured at the tax rates that are expected
to apply in the year when the asset is realised

or the liability is settled, based on tax rates
(and tax laws) that have been enacted or
substantively enacted at the reporting date.

Deferred tax relating to items recognised
outside profit or loss is recognised outside
profit or loss. Deferred tax items are
recognised in correlation to the underlying
transaction either in other comprehensive
income or directly in equity.

Tax benefits acquired as part of a business
combination, but not satisfying the criteria
for separate recognition at that date, are
recognised subsequently if new information
about facts and circumstances change. The
adjustment is either treated as a reduction
to goodwill (as long as it does not exceed
goodwill) if it was incurred during the
meadsurement period or recognised in profit
orloss.

The Group offsets deferred tax assets and
deferred tax liabilities if and only if it has a
legally enforceable right to set off current

tax assets and current tax liabilities and the
deferred tax assets and deferred tax liabilities
relate to income taxes levied by the same
taxation authority on either the same taxable
entity or different taxable entities which intend
either to settle current tax liabilities and assets
on a net basis, or to realise the assets and
settle the liabilities simultaneously, in each
future period in which significant amounts of
deferred tax liabilities or assets are expected
to be settled or recovered.
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Sales Tax

Expenses and assets are recognised net of
the amount of sales tax, except:

When the sales tax incurred on a purchase
of assets or services is not recoverable
from the taxation authority, in which case
the sales tax is recognised as part of the
cost of acquisition of the asset or as part of
the expense item, as applicable;

When receivables and payables are stated
with the amount of sales tax included.

The net amount of sales tax recoverable
from, or payable to, the taxation authority is
included as part of receivables or payablesin
the statement of financial position.

h) Foreign Currencies

The Group’s consolidated financial
statements are presented in euros, which
is also the parent company’s functional
currency. For each entity, the Group
determines the functional currency and
items included in the financial statements
of each entity are measured using that
functional currency. The Group uses the
direct method of consolidation and on
disposal of a foreign operation, the gain
or loss that is reclassified to profit or loss
reflects the amount that arises from using
this method.

Transactions and Balances

Transactions in foreign currencies are initially
recorded by the Group’s entities at their
respective functional currency spot rates

at the date the transaction first qualifies for
recognition.

Monetary assets and liabilities denominated
in foreign currencies are translated at the
functional currency spot rates of exchange
at the reporting date. Differences arising

on settlement or translation of monetary
items are recognised in profit or loss with

the exception of monetary items that are
designated as part of the hedge of the Group’s
net investment of a foreign operation. These
are recognised in other comprehensive
income until the net investment is disposed
of, at which time, the cumulative amount is
reclassified to profit or loss. Tax charges and
credits attributable to exchange differences
on those monetary items are also recorded in
other comprehensive income.

Non-monetary items that are measured in
terms of historical cost in a foreign currency
are translated using the exchange rates at
the dates of the initial transactions. Non-
-monetary items measured at fair value

in a foreign currency are translated using
the exchange rates at the date when the
fair value is determined. The gain or loss
arising on translation of non-monetary items
measured at fair value is treated in line with
the recognition of gain or loss on change
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in fair value of the item (i.e., translation
differences on items whose fair value gain

or loss is recognised in other comprehensive
income or profit or loss are also recognised in
other comprehensive income or profit or loss,
respectively).

Group Companies

On consolidation the assets and liabilities of
foreign operations are translated into euros
at the rate of exchange prevailing at the
reporting date and their statements of profit
or loss are translated at exchange rates
prevailing at the dates of the transactions.
The exchange differences arising on
translation for consolidation are recognised
in other comprehensive income. On disposal
of a foreign operation, the component of
other comprehensive income relating to that
particular foreign operation is recognised in
the statement of profit or loss.

Any goodwill arising on the acquisition

of a foreign operation and any fair value
adjustments to the carrying amounts of
assets and liabilities arising on the acquisition
are treated as assets and liabilities of the
foreign operation and translated at the spot
rate of exchange at the reporting date.

Applied Exchange Rates

The EUR exchange rates applied for the
most significant currencies when preparing

the consolidated financial statements are
presented above.

CIosing rate Average rate

2018 2017 2018 2017
Polish zloty (PLN) 4300 4171 4262 4258
New Romanian leu 4664 4659 4654 4569
Lev (Bulgaric) 1,956 1956 1956 1956
American Dollar (USD) 1158 1181 1190 1,054

i) Cash Dividend

The Company recognises a liability to

pay a dividend when the distribution is
authorised and the distribution is no longer
at the discretion of the Company. As per the
corporate laws of the Company, a distribution
is authorised when it is approved by the
board of directors and the shareholders of
the Company. A corresponding amount is
recognised directly in equity.

i ) Property, Plant and Equipment

Construction in progress is stated at cost,
net of accumulated impairment losses,

if any. Plant and equipment is stated at

cost, net of accumulated depreciation and
accumulated impairment losses, if any. Such
cost includes the cost of replacing part of
the plant and equipment and borrowing
costs for long-term construction projects

if the recognition criteria are met. When
significant parts of property, plant and
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equipment are required to be replaced in
intervals, the Group recognises such parts

as individual assets with specific useful lives
and depreciation, respectively. Likewise, when
a major inspection is performed, its cost is
recognised in the carrying amount of the
plant and equipment as a replacement if

the recognition criteria are satisfied. All other
repdir and maintenance costs are recognised
in profit or loss as incurred. The present value
of the expected cost for the decommissioning
of the asset dfter its use is included in the

cost of the respective asset if the recognition
criteria for a provision are met.

Land is measured at fair value less
accumulated impairment losses recognised
after the date of the revaluation. Valuations
are performed frequently to ensure that

the fair value of a revalued asset does not
differ materially from its carrying amount.
Arevaluation surplus is credited to the
assets revaluation reserve included in the
equity section of the statement of financial
position, except to the extent that it reverses
arevaluation decrease of the same asset
previously recognised in profit or loss, in
which case the increase is recognised in profit
or loss. A revaluation deficit is recognised

in profit or loss, except to the extent that it
offsets an existing surplus on the same asset
recognised in the asset revaluation surplus.

An annual transfer from the asset revaluation
surplus to retained earnings is made for the
difference between depreciation based on

the revalued carrying amount of the assets
and depreciation based on the assets
original cost. Additionally, accumulated
depreciation as at the revaluation date

is eliminated against the gross carrying
amount of the asset and the net amount

is restated to the revalued amount of the
asset. Upon disposal, any revaluation surplus
relating to the particular asset being sold is
transferred to retained earnings.

Depreciation is calculated on a straight-line
basis over the estimated useful life of the
asset as follows:

Useful life
Buildings and other constructions 20-50
Property, plant and equipment 7-9
- production equipment
Property, plant and equipment - others 3-20
Transport equipment 4-12
Tools 3-15
Administrative equipment 3-15
Packaging 3-7
Other tangible assets 3-15

An item of property, plant and equipment
and any significant part initially recognised
is derecognised upon disposal or when no
future economic benefits are expected from
its use or disposal. Any gain or loss arising
on derecognition of the asset (calculated

as the difference between the net disposal
proceeds and the carrying amount of the
asset) is included in profit or loss when the
asset is derecognised.
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The residual values, useful lives and methods
of depreciation are reviewed at each financial
yeadr end, and adjusted prospectively, if
appropriate. It is assumed that the residual
value is nil; hence the amount to be
depreciated, over which the depreciation is
calculated, coincides with the cost.

k) Leases

The determination of whether an
arrangement is, or contains, a lease is based
on the substance of the arrangement at
inception date, whether fulfillment of the
arrangement is dependent on the use of a
specific asset or assets or the arrangement
conveys d right to use the asset, even if

that right is not explicitly specified in an
arrangement.

Group as d Lessee

Alease is classified at the inception date as a
finance lease or an operating lease. A lease
that transfers substantially all the risks and
rewards incidental to ownership to the Group
is classified as a finance lease.

Finance leases are capitalised at the
commencement of the lease at the inception
date fair value of the leased property or, if
lower, at the present value of the minimum
lease payments. Lease payments are

apportioned between finance charges
and reduction of the lease liability so as to
achieve a constant rate of interest on the
remaining balance of the liability. Finance
charges are recognised in finance costs in
the statement of profit or loss.

Aleased asset is depreciated over the
useful life of the asset. However, if there is
no reasonable certainty that the Group will
obtain ownership by the end of the lease
term, the asset is depreciated over the
shorter of the estimated useful life of the
asset and the lease term.

An operating lease is a lease other than a
finance lease. Operating lease payments are
recoghised as an operating expense in the
statement of profit or loss on a straight-line
basis over the lease term.

Group as a Lessor

Leases in which the Group does not transfer
substantially all the risks and rewards of
ownership of an asset are classified as
operating leases. Initial direct costs incurred
in negotiating and arranging an operating
lease are added to the carrying amount

of the leased asset and recognised over
the lease term on the same basis as rental
income. Contingent rents are recognised
as revenue in the period in which they are
earned.
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1) Capitalisation of Borrowing Costs

Borrowing costs directly attributable to the
acquisition, construction or production of

an asset that necessarily takes a substantial
period of time to get ready for its intended
use or sdle are capitalised as part of the cost
of the asset. All other borrowing costs are
expensed in the period in which they occur.
Borrowing costs consist of interest and other
costs that an entity incurs in connection with
the borrowing of funds.

m) Investment Properties

Investment properties comprises land

and buildings held for purposes of income
generation or capital appreciation, or both,
that are not used in the conduct of the
Group’s regular business.

Investment properties are measured
initially at cost, including transaction costs.
Subsequently, investment properties are
stated at cost.

Investment properties are derecognised
either when they have been disposed (i.e.,

at the date the recipient obtains control)

or when they are permanently withdrawn
from use and no future economic benefit is
expected from their disposal. The difference
between the net disposal proceeds and the
carrying amount of the asset is recognised in

the statement of profit or loss in the period of
derecognition. The amount of consideration
to be included in the gain or loss arising from
the derecognition of investment property

is determined in accordance with the
requirements for determining the transaction
price in IFRS 15.

Transfers are made to (or from) investment
property only when there is a change in use.
For a transfer from investment property to
owner-occupied property, the deemed cost
for subsequent accounting is the fair value at
the date of change in use. If owner-occupied
property becomes an investment property,
the Group accounts for such property in
accordance with the policy stated under
property, plant and equipment up to the date
of change in use.

n) Intangible Assets

Intangible assets acquired separately are
measured on initial recognition at cost. The
cost of intangible assets acquired in a business
combination is their fair value at the date

of acquisition. Following initial recognition,
intangible assets are carried at cost less any
accumulated amortisation and accumulated
impairment losses. Internally generated
intangibles, excluding capitalised development
costs, are not capitalised and the related
expenditure is reflected in profit or loss in the
period in which the expenditure is incurred.
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The useful lives of intangible assets are
assessed as either finite or indefinite.

Intangible assets with finite lives are amortised
over the useful economic life and assessed for
impairment whenever there is an indication
that the intangible asset may be impaired.
The amortisation period and the amortisation
method for anintangible asset with a finite
useful life are reviewed at least at the end

of each reporting period. Changes in the
expected useful life or the expected pattern

of consumption of future economic benefits
embodied in the asset are considered to
modify the amortisation period or method,
as appropriate, and are treated as changes

in accounting estimates. The amortisation
expense on intangible assets with finite lives is
recognised in the statement of profit or loss in
the expense category that is consistent with
the function of the intangible assets.

Intangible assets with indefinite useful

lives are not amortised, but are tested for
impairment annually, either individually

or at the cash-generating unit level. The
assessment of indefinite life is reviewed
annually to determine whether the indefinite
life continues to be supportable. If not, the
change in useful life from indefinite to finite is
made on a prospective basis.

Anintangible asset is derecognised upon
disposal (i.e., at the date the recipient obtains
control) or when no future economic benefits
are expected from its use or disposal. Any
gain or loss arising upon derecognition of the

asset (calculated as the difference between
the net disposal proceeds and the carrying
amount of the asset) is included in the
statement of profit or loss.

CO9 Emission Rights

The Group receives free emission rights as
aresult of the European Emission Trading
Schemes. The rights are received on an annual
basis and, in return, the Group is required to
remit rights equal to its actual emissions. The
Group has adopted the net liability approach
to the emission rights granted. Therefore,

a provision is recognised only when actual
emissions exceed the emission rights
granted and still held. The emission costs

are recognised as other operating costs.
Where emission rights are purchased from
other parties, they are recorded at cost, and
treated as a reimbursement right, whereby
they are matched to the emission liabilities and
remeasured to fair value. Where emission rights
are purchased from other parties are higher
than emissions for the year, the differential are
recorded as intangible assets, at cost.

Customer Relationship

The customer relationship assets were
acquired as part of a business combination.
They are recognized at their fair value at the
date of acquisition and are subsequently
amortised on a straight over their estimated
useful lives.
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o) Financial Instruments

Initial Recognition and Measurement

A financial instrument is any contract that
givesrise to afinancial asset of one entity
and a financial liability or equity instrument
of another entity.

Financial Assets

Initial Recognition and Measurement

Financial assets are classified, at initial
recognition, as subsequently measured at
amortised cost, fair value through other
comprehensive income (OCI), and fair value
through profit or loss.

The classification of financial assets at
initial recognition depends on the financial
asset’s contractual cash flow characteristics
and the Group’s business model for
managing them. With the exception of
trade receivables that do not contain a
significant financing component or for
which the Group has applied the practical
expedient, the Group initially measures a
financial asset at its fair value plus, in the
case of a financial asset not at fair value
through profit or loss, transaction costs.
Trade receivables that do not contain a
significant financing component or for
which the Group has applied the practical
expedient are measured at the transaction
price determined under IFRS 15. Refer to the

accounting policies in section (e) Revenue
from contracts with customers.

In order for a financial asset to be classified
and measured at amortised cost or fair value
through OCI, it needs to give rise to cash flows
that are ‘solely payments of principal and inter-
est (SPPI)’ on the principal amount outstanding.
This assessment is referred to as the SPPI test
and is performed at an instrument level.

The Group's business model for managing
financial assets refers to how it manages its
financial assets in order to generate cash flows.
The business model determines whether cash
flows will result from collecting contractual
cash flows, selling the financial assets, or both.

Purchases or sales of financial assets that
require delivery of assets within a time frame
established by regulation or convention in
the market place (regular way trades) are
recognised on the trade date, i.e., the date that
the Group commits to purchase or sell the asset.

Subsequent Medsurement

The subsequent measurement of financial
assets depends on their classification as
described below:

Financial Assets at Amortised Cost
[Debt Instruments]

This category is the most relevant to the
Group. The Group measures financial assets

®



BA 2018 ANNUAL REPORT

at amortised cost if both of the following
conditions are met:

The financial asset is held within a
business model with the objective to
hold financial assets in order to collect
contractual cash flows; and

The contractual terms of the financial
asset give rise on specified dates to
cash flows that are solely payments of
principal and interest on the principal
amount outstanding.

Financial assets at amortised cost are
subsequently measured using the effective
interest (EIR) method and are subject

to impairment. Gains and losses are
recognised in profit or loss when the asset is
derecognised, modified or impaired.

This category generally applies to trade and
other receivables. For more information on
receivables, refer to Note 17.

Factoring

The credits ceded to factoring institutions
without recourse, i.e., the risk of default is
assumed by the factoring institution, are
derecognized from the balance sheet when
the cash advances are received.

The credits ceded to factoring institutions
with recourse, i.e., the risk of default

is assumed by the Company, are not
derecognized from the balance sheet and

the risk of default is taken into consideration
when determining impairment losses. In
this case, the cash advances received are
recoghized as bank loans.

Financial Assets at Fair Value Through OCI
[Debt Instruments]

The Group measures debt instruments at
fair value through OCI if both of the following
conditions are met:

The financial asset is held within a
business model with the objective of both
holding to collect contractual cash flows
and selling; and

The contractual terms of the financial
asset give rise on specified dates to
cash flows that are solely payments of
principal and interest on the principal
amount outstanding.

For debt instruments at fair value through
OCl, interest income, foreign exchange
revaluation and impairment losses or
reversals are recognised in the statement
of profit or loss and computed in the same
manner as for financial assets measured
at amortised cost. The remaining fair
value changes are recognised in OCI. Upon
derecognition, the cumulative fair value
change recognised in OClis recycled to
profit or loss.

The Group has not designated any financial
assets under this category.
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Financial Assets Designed at Fair Value
Through OCI [Equity Instruments]

Upon initial recognition, the Group can elect
to classify irrevocably its equity investments
as equity instruments designated at fair
value through OCI when they meet the
definition of equity under IAS 32 Financial
Instruments: Presentation and are not held
for trading. The classification is determined
on an instrument-by-instrument basis.

Gains and losses on these financial assets
are never recycled to profit or loss. Dividends
are recognised ds otherincome in the
statement of profit or loss when the right of
payment has been established, except when
the Group benefits from such proceeds as a
recovery of part of the cost of the financial
asset, in which case, such gains are recorded
in OCI. Equity instruments designated at

fair value through OCI are not subject to
impairment assessment.

The Group has not designated any financial
assets under this category.

Financial Assets at Fair Value Through
Profit and Loss

Financial assets at fair value through profit or
loss include financial assets held for trading,
financial assets designated upon initial
recognition at fair value through profit or
loss, or financial assets mandatorily required
to be measured at fair value. Financial assets
are classified as held for trading if they

are acquired for the purpose of selling or
repurchasing in the near term. Derivatives,
including separated embedded derivatives,
are also classified as held for trading unless
they are designated as effective hedging
instruments. Financial assets with cash flows
that are not solely payments of principal
and interest are classified and measured at
fair value through profit or loss, irrespective
of the business model. Notwithstanding the
criteria for debt instruments to be classified
at amortised cost or at fair value through
OCl, as described above, debt instruments
may be designated at fair value through
profit or loss on initial recognition if doing
so eliminates, or significantly reduces, an
accounting mismatch.

Financial assets at fair value through profit or
loss are carried in the statement of financial
position at fair value with net changes in fair
value recognised in the statement of profit or
loss.

The Group has not designated any financial
assets under this category.

A derivative embedded in a hybrid contract,
with a financial liability or non-financial host,
is separated from the host and accounted
for as a separate derivative if: the economic
characteristics and risks are not closely
related to the host; a separate instrument
with the same terms as the embedded
derivative would meet the definition of a
derivative; and the hybrid contract is not
measured at fair value through profit or loss.
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Embedded derivatives are measured at fair
value with changes in fair value recognised
in profit or loss. Reassessment only occurs if
there is either a change in the terms of the
contract that significantly modifies the cash
flows that would otherwise be required or a
reclassification of a financial asset out of the
fair value through profit or loss category.

A derivative embedded within a hybrid
contract containing a financial asset host is
not accounted for separately. The financial
asset host together with the embedded
derivative is required to be classified in its
entirety as a financial asset at fair value
through profit or loss.

Derecognition

A financial asset (or, where applicable a
part of a financial asset or part of a Group
of similar financial assets) is derecognised
(i.e., removed from the Group’s consolidated
statement of financial position) when:

The rights to receive cash flows from the
asset have expired; or

The Group has transferred its rights
to receive cash flows from the asset
or has assumed an obligation to pay
the received cash flows in full without
material delay to a third party under
a “pass-through” arrangement; and
either (a) the Group has transferred
substantially all the risks and rewards

of the asset, or (b) the Group has neither
transferred nor retained substantially all
the risks and rewards of the asset, but has
transferred control of the asset.

When the Group has transferred its rights to
receive cash flows from an asset or has entered
into a pass-through arrangement, it evaluates
if and what extent it has retained the risks and
rewdrds of the ownership. When it has neither
transferred nor retained substantially all of the
risks and rewards of the asset, nor transferred
control of the asset, the asset is recognised
to the extent of the Group’s continuing
involvement in the asset. In that case, the Group
also recognises an associated liability. The
transferred asset and the associated liability
are measured on d basis that reflects the rights
and obligations that the Group has retained.

Continuing involvement that takes the form
of a guarantee over the transferred asset

is measured at the lower of the original
carrying amount of the asset and the
maximum amount of consideration that the
Group could be required to repay.

Impairment of Financial Assets

Further disclosures relating to impairment
of financial assets are also provided in the
following notes:

Disclosures for significant assumptions:
Note 4;

Financial assets: Note 9;
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Trade receivables, including contract
assets: Note 17.

For trade receivables and contract assets,
the Group applies a simplified approach in
calculating expected credit losses (ECLs).
Therefore, the Group does not track changes
in credit risk, but instead recognises a loss
allowance based on lifetime ECLs at each
reporting date. The Group has established a
provision matrix that is based on its historical
credit loss experience, adjusted for forward-
looking factors specific to the debtors and
the economic environment.

Financial Liabilities

Initial Recognition and Measurement

Financial liabilities are classified, at initial
recognition, as financial liabilities at fair
value through profit or loss, loans and
borrowings, payables, or as derivatives
designated as hedging instruments in an
effective hedge, as appropriate.

All financial liabilities are recognised initially
at fair value and, in the case of loans and
borrowings and payables, net of directly
attributable transaction costs.

The Group's financial liabilities include trade
and other payables, loans and borrowings
including bank overdrafts, and derivative
financial instruments.

Subsequent Measurement

The measurement of financial liabilities
depends on their classification as described
below:

Financial Liabilities at Fair Value Through
Profit or Loss

Financial liabilities at fair value through profit
or loss include financial liabilities held for
trading and financial liabilities designated
upon initial recognition as at fair value
through profit or loss.

Financial liabilities are classified as held for
trading if they are incurred for the purpose of
repurchasing in the near term. This category
also includes derivative financial instruments
entered into by the Group that are not
designated as hedging instruments in hedge
relationships as defined by IFRS 9. Separated
embedded derivatives are also classified as
held for trading unless they are designated
as effective hedging instruments.

Gains or losses on liabilities held for trading are
recognised in the statement of profit or loss.

Financial liabilities designated upon initial
recognition at fair value through profit or
loss are designated at the initial date of
recognition, and only if the criteria in IFRS 9
are satisfied. The Group has not designated
any financial liability as at fair value through
profit or loss.
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Loans and Borrowings

This is the category most relevant to the
Group. After initial recognition, interest-
-bearing loans and borrowings are
subsequently measured at amortised cost
using the EIR method. Gains and losses are
recognised in profit or loss when the liabilities
are derecognised as well as through the EIR
amortisation process.

Amortised cost is calculated by taking

into account any discount or premium on
acquisition and fee or costs that are an
integral part of the EIR. The EIR amortisation
is included in finance cost in the statement
or profit or loss.

This category generally applies to interest-
-bearing loans and borrowings. For more
information, refer to Note 22.

Trade Payables

Trade payables are initially recognised at the
respective fair value and are subsequently
measured at amortized cost.

Derecognition

A financial liability is derecognised when the
obligation under the liability is discharged
or cancelled or expires. When an existing
financial liability is replaced by another from
the same lender on substantially different

terms, or the terms of an existing liability are
substantially modified, such an exchange or
modification is treated as a derecognition

of the original liability and the recognition

of a new liability, and the difference in the
respective carrying amounts is recognised in
the statement of profit or loss.

Offsetting of Financial Instruments

Financial assets and financial liabilities are
offset and the net amount reported in the
consolidated statement of financial position
if, and only if there is a currently enforceable
legal right to offset the recognised amounts
and there is an intention to settle on a net
basis, or to realise the assets and settle the
liabilities simultaneously.

p) Derivative Financial Instruments
and Hedge Accounting

Initial Recognition and Measurement

The Group uses derivative financial
instruments, such as forward currency
contracts, interest rate swaps and forward
commodity contracts, to hedge its foreign
currency risks, interest rate risks and
commodity price risks, respectively. Such
derivative financial instruments are initially
recognised at fair value on the date on which
a derivative contract is entered into and

are subsequently remeasured at fair value.
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Derivatives are carried as financial assets
when the fair value is positive and as financial
liabilities when the fair value is negative.

For the purpose of hedge accounting, hedges
are classified as:

Fair value hedges when hedging the
exposure to changes in the fair value
of a recognised asset or liability or an
unrecognised firm commitment;

Cash flow hedges when hedging the
exposure to variability in cash flows that
is either attributable to a particular risk
associated with a recognised asset or
liability or a highly probable forecast
transaction or the foreign currency risk in
an unrecognised firm commitment;

Hedges of a net investment in a foreign
operation.

At the inception of a hedge relationship, the
Group formally designates and documents
the hedge relationship to which it wishes

to apply hedge accounting and the risk
management objective and strategy for
undertaking the hedge.

Before 1January 2018, the documentation
includes identification of the hedging
instrument, the hedged item or transaction,
the nature of the risk being hedged and how
the Group will assess the effectiveness of
changes in the hedging instrument’s fair
value in offsetting the exposure to changes

in the hedged item’s fair value or cash

flows attributable to the hedged risk. Such
hedges are expected to be highly effective in
achieving offsetting changes in fair value or
cash flows and are assessed on an ongoing
basis to determine that they actually

have been highly effective throughout the
financial reporting periods for which they
were designated.

Beginning 1January 2018, the documentation
includes identification of the hedging
instrument, the hedged item, the nature of
the risk being hedged and how the Group
will assess whether the hedging relationship
meets the hedge effectiveness requirements
(including the analysis of sources of hedge
ineffectiveness and how the hedge ratio is
determined). A hedging relationship qualifies
for hedge accounting if it meets all of the
following effectiveness requirements:

There is ‘an economic relationship’
between the hedged item and the
hedging instrument;

The effect of credit risk does not ‘dominate
the value changes’ that result from that
economic relationship;

The hedge ratio of the hedging
relationship is the same as that resulting
from the quantity of the hedged item
that the Group actually hedges and the
quantity of the hedging instrument that
the Group actually uses to hedge that
quantity of hedged item.
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Hedges that meet all the qualifying criteria
for hedge accounting are accounted for, as
described below:

[i] Fair Value Hedges

The change in the fair value of a hedging
instrument is recognised in the statement of
profit or loss as other expense. The change in
the fair value of the hedged item attributable
to the risk hedged is recorded as part of the
carrying value of the hedged item and is also
recognised in the statement of profit or loss
as other expense.

For fair value hedges relating to items
carried at amortised cost, any adjustment
to carrying value is amortised through profit
or loss over the remaining term of the hedge
using the EIR method. The EIR amortisation
may begin as soon as an adjustment exists
and no later than when the hedged item
ceases to be adjusted for changes in its fair
value attributable to the risk being hedged.

If the hedged item is derecognised, the
unamortised fair value is recognised
immediately in profit or loss.

When an unrecognised firm commitment
is designated as a hedged item, the
subsequent cumulative change in the fair
value of the firm commitment attributable
to the hedged risk is recognised as an asset
or liability with a corresponding gain or loss
recognised in profit or loss.

il cash Flow Hedges

The effective portion of the gain or loss on
the hedging instrument is recognised in OCI
in the cash flow hedge reserve, while any
ineffective portion is recognised immediately
in the statement of profit or loss. The cash
flow hedge reserve is adjusted to the lower

of the cumulative gain or loss on the hedging
instrument and the cumulative change in fair
value of the hedged item.

The amounts accumulated in OCl are
accounted for, depending on the nature of
the underlying hedged transaction. If the
hedged transaction subsequently results in
the recognition of a non-financial item, the
amount accumulated in equity is removed
from the separate component of equity and
included in the initial cost or other carrying
amount of the hedged asset or liability. This
is not a reclassification adjustment and will
not be recognised in OCI for the period. This
also applies where the hedged forecast
transaction of a non-financial asset or non-
-financial liability subsequently becomes a
firm commitment for which fair value hedge
accounting is applied.

For any other cash flow hedges, the amount
accumulated in OCl is reclassified to profit
or loss as areclassification adjustment in
the same period or periods during which the
hedged cash flows affect profit or loss.

If cash flow hedge accounting is discontinued,
the amount that has been accumulated in OCI
must remain in accumulated OCI if the hedged
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future cash flows are still expected to occur.
Otherwise, the amount will be immediately
reclassified to profit or loss as a reclassification
adjustment. After discontinuation, once

the hedged cash flow occurs, any amount
remaining in accumulated OCI must be
accounted for depending on the nature of the
underlying transaction as described above.

[iii] Hedges of a Net Investment

Hedges of a net investment in a foreign
operation, including a hedge of a monetary
item that is accounted for as part of the

net investment, are accounted for in a way
similar to cash flow hedges. Gains or losses
on the hedging instrument relating to the
effective portion of the hedge are recognised
as OCl while any gains or losses relating to
the ineffective portion are recognised in the
statement of profit or loss. On disposal of the
foreign operation, the cumulative value of
any such gains or losses recorded in equity is
transferred to the statement of profit or loss.

q ) Inventories

Inventories are valued at the lower of cost
and net realisable value.

Costs incurred in bringing each product
to its present location and condition are
accounted for, as follows:

Raw and subsidiary materials: purchase
cost on an average cost basis;

Goods for resale: purchase cost on an
average cost basis;

Finished goods and work in progress:
production cost.

The cost of the inventories includes:

Purchasing costs (purchdse price,
import duties, non-recoverable taxes,
freight, handling and other costs directly
attributable to the purchase, less any
commercial discounts, rebates and other
similar items);

Production costs (cost of direct materials and
labour and a proportion of manufacturing
overheads based on the normal operating
capacity, but excluding borrowing costs).

Net realisable value is the estimated selling
price in the ordinary course of business,

less estimated costs of completion and the
estimated costs necessary to make the sale.

D) Impairment of Non-financial Assets

Further disclosures relating to impairment of
non-financial assets are also provided in the
following notes:

Disclosures for significant assumptions:
Note 4;

Goodwill and intangible assets with
indefinite lives: Note 10;

Intangible assets: Note 11;

Property, plant and equipment: Note 12.
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The Group assesses at each reporting date
whether there is an indication that an asset
may be impaired. If any indication exists, or
when annual impairment testing for an asset
is required, the Group estimates the asset’s
recoverable amount. An asset’s recoverable
amount is the higher of an asset’s or cash-
-generating unit’s (CGU) fair value less costs
of disposal and its value in use. Recoverable
amount is determined for an individual asset,
unless the asset does not generate cash
inflows that are largely independent of those
from other assets or Groups of assets. When
the carrying amount of an asset or CGU
exceeds its recoverable amount, the asset is
considered impaired and is written down to
its recoverable amount.

In assessing value in use, the estimated future
cash flows are discounted to their present
value using a pre-tax discount rate that
reflects current market assessments of the
time value of money and the risks specific to
the asset. In determining fair value less costs
of disposal, an appropriate valuation model is
used. These calculations are corroborated by
valuation multiples, quoted share prices for
publicly traded subsidiaries or other available
fair value indicators.

The Group bases its impairment calculation
on detailed budgets and forecast calculations,
which are prepared separately for each of the
Group’s CGUs to which the individual assets
are dllocated. These budgets and forecast
calculations generally cover a period of five

yeadrs. For longer periods, a long--term growth
rate is calculated and applied to project future
cash flows after the fifth year.

Impairment losses of continuing operations
are recognised in profit or loss in expense
categories consistent with the function of

the impaired asset, except for property
previously revalued where the revaluation
was taken to other comprehensive income. In
this case, the impairment is also recognised
in other comprehensive income up to the
amount of any previous revaluation.

For assets excluding goodwill, an assessment
is made at each reporting date as to whether
there is any indication that previously
recognised impairment losses may no longer
exist or may have decreased. If such indication
exists, the Group estimates the asset’s or CGU’s
recoverable amount.

A previously recognised impairment loss is
reversed only if there has been a changein
the assumptions used to determine the asset’s
recoverable amount since the last impairment
loss was recognised. The reversal is limited

so that the carrying amount of the asset

does not exceed its recoverable amount, nor
exceed the carrying amount that would have
been determined, net of depreciation, had no
impairment loss been recognised for the asset
in prior years. Such reversal is recognised in
profit or loss unless the asset is carried at a
revalued amount, in which case the reversal is
treated as a revaluation increase.
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Goodwill is tested for impairment
annually (as at December 31%) and when
circumstances indicate that the carrying
value may be impaired.

Impairment is determined for goodwill by
assessing the recoverable amount of each

CGU (or Group of CGUs) to which the goodwill

relates. Where the recoverable amount of

the CGU is less than their carrying amount an

impairment loss is recognised. Impairment
losses relating to goodwill cannot be
reversed in future periods.

Intangible assets with indefinite useful
lives are tested for impairment annually
as at December 31¢t either individually or
at the CGU level, as appropriate and when
circumstances indicate that the carrying
value may be impaired.

s) Cash and Cash Equivalents

Cash and short-term deposits in the
statement of financial position comprise
cash at banks and on hand and short-term
deposits with a maturity of three months or
less.

For the purpose of the consolidated cash
flow statement, cash and cash equivalents
comprise cash and short-term deposits,
as defined above, net of outstanding bank

overdrafts as they are considered an integral

part of the Group's cash management.

t) Equity Items

Issued Capital

All of BA Glass B.V.s subscribed share capital
has been totally paid.

Legal Reserves

The balance comprises the amounts that,
in accordance to the law are not available
for distribution and may only be used to
increase share capital or to cover losses.

Retained Earnings

This item relates exclusively to retained
earnings available for distribution to
shareholders.

u) Provisions

General

Provisions are recognised when the
Group has a present obligation (legal or
constructive) as a result of a past event, it
is probable that an outflow of resources
embodying economic benefits will be
required to settle the obligation and a reliable
estimate can be made of the amount of the
obligation. When the Group expects some
or all of a provision to be reimbursed, for
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example, under an insurance contract, the
reimbursement is recognised as a separate
asset, but only when the reimbursement is
virtually certain. The expense relating to a
provision is presented in the statement of
profit or loss net of any reimbursement.

If the effect of the time value of money is
material, provisions are discounted using

a current pre-tax rate that reflects, when
appropriate, the risks specific to the liability.
When discounting is used, the increase in
the provision due to the passage of time is
recognised as a finance cost.

Restructuring Provisions

Restructuring provisions are recognised only
when the Group has a constructive obligation,
which is when:

[i] a detailed formal plan identifies

the business or part of the business
concerned, the location and number of
employees affected, a detailed estimate
of the associated costs, and

[ii] an appropriate timeline, and the
employees affected have been notified of
the plan’s main features.

Onerous Contract

If the Group has a contract that is onerous,
the present obligation under the contract
is recognised and measured as a provision.
However, before a separate provision for an

onerous contract is established, the Group
recognises any impairment loss that has
occurred on assets dedicated to that contract.

An onerous contract is a contract under
which the unavoidable costs (i.e., the costs
that the Group cannot avoid because it has
the contract) of meeting the obligations
under the contract exceed the economic
benefits expected to be received under it. The
unavoidable costs under a contract reflect
the least net cost of exiting from the contract,
which is the lower of the cost of fulfilling it
and any compensation or penalties arising
from failure to fulfil it.

Contingent Liabilities Recognised
in a Business Combination

A contingent liability recognised in a business
combination is initially measured at its fair
value. Subsequently, it is measured at the
higher of the amount that would be recognised
in accordance with the requirements for
provisions above or the amount initially
recognised less (when appropriate) cumulative
amortisation recognised in accordance with
the requirements for revenue recognition.

v) Employee Benefits

Provisions for Pensions — Defined Benefit Plan

The Group has committed to grant some
of the former employees to regular
payments in lieu of retirement pension and
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supplementary pension benefits, which
benefits conform to a defined benefit plan.

The cost of providing benefits under the defined

benefit plan is determined using the projected
unit credit method. Actuarial gains and losses
for the defined benefit plan are recognised in
fullin the period in which they occur in other
comprehensive income. Such actuarial gains

and losses are also immediately recognised in

retained earnings and are not reclassified to
profit or loss in subsequent periods.

Unvested past service costs are recognised
as an expense on a straight line basis

over the average period until the benefits
become vested. Past service costs are
recoghised immediately if the benefits have
already vested immediately following the

introduction of, or changes to, a pension plan.

The defined benefit asset or liability
comprises the present value of the defined
benefit obligation (using a discount rate
based on high quality corporate bonds),
less unrecognised past service costs.

Other Employee Benefits

According to the Portuguese labour legislation

in force, employees are entitled to holiday
pay and subsidy in the year following the one
when the service is provided. Consequently,
an accrual for this amount was recognised in
the profit and loss account with a counterpart
in “Other current liabilities” (Note 26).

w) Earnings Per Share

Basic earnings per share amounts are
calculated by dividing the net profit for the
year attributable to ordinary equity holders
of the parent by the weighted average
number of ordinary shares outstanding
during the year.

Diluted earnings per share amounts

are calculated by dividing the net profit
attributable to ordinary equity holders of
the parent (after adjusting for interest on
the convertible preference shares) by the
weighted average number of ordinary
shares outstanding during the year plus

the weighted average number of ordinary
shares that would be issued on conversion of
all the dilutive potential ordinary shares into
ordinary shares.

x) Subsequent Events

The Group recognises in the financial
statements the effects of all subsequent
events that provide additional evidence
about conditions that existed at the date of
the balance sheet, including the estimates
inherent in the process of preparing financial
statements.

The Group does not recognise subsequent
events that provide evidence about
conditions that did not exist at the date of
the balance sheet but that arose after the
balance sheet date.

®
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3.Changes in Accounting
Policies and Disclosures

a) New and Amended Standards and
Interpretations Adopted by the Group

The Group applied IFRS 15 and IFRS 9 for

the first time. The nature and effect of the
changes as a result of adoption of these new
accounting standards are described below.

Several other amendments and interpretations
apply for the first time in 2018, but do not
have an impact on the consolidated financial
statements of the Group. The Group has not
early adopted any standards, interpretations
or amendments that have been issued but
are not yet effective.

IFRS 15 Revenue from Contracts
with Customers

IFRS 15 supersedes IAS 11 Construction
Contracts, IAS 18 Revenue and related
Interpretations and it applies, with limited
exceptions, to all revenue arising from
contracts with customers. IFRS 15 establishes
a five-step model to account for revenue
arising from contracts with customers and
requires that revenue be recognised at an
amount that reflects the consideration to
which an entity expects to be entitled in
exchange for transferring goods or services
to a customer.

IFRS 15 requires entities to exercise judgement,
taking into consideration all of the relevant
facts and circumstances when applying
each step of the model to contracts with

their customers. The standard also specifies
the accounting for the incremental costs of
obtaining a contract and the costs directly
related to fulfilling a contract. In addition, the
standard requires extensive disclosures.

The Group adopted IFRS 15 using the modified
retrospective method of adoption with the
date of initial application of 1January 2018.
Under this method, the standard can be
applied either to all contracts at the date of
initial application or only to contracts that
are not completed at this date. The Group
elected to apply the standard to all contracts
as at1January 2018.

The cumulative effect of initially applying IFRS
15, if any, is recognised at the date of initial
application as an adjustment to the opening
balance of retained earnings. Therefore, the
comparative information was not restated
and continues to be reported under IAS 11, IAS
18 and related Interpretations.

As 1January 2018, the Group had not
been impacted on its balance sheet as
consequence of adopting IFRS 15, since:

The Group is in the business of
manufacturing and selling glass containers
and glass products, as consequence, for
contracts with customers in which the
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sale of product is generally expected

to be the only performance obligation,
adoption of IFRS 15 did not have any impact
on the group’s revenue and profit or loss.

In terms of variable consideration (volume
rebqtes), IFRS 15 required if revenue
cannot be reliably estimated measured,
the Group defers revenue recognition until
the uncertainly is resolved. Such provision
give rise to variable consideration

under IFRS 15 and will be required to be
estimated at contract inception and
updated thereafter. IFRS 15 requires the
estimated variable consideration to be
constrained to prevent over-recognition
of revenue. The application of the
constraint did not result in adjustments in
revenue in the date of initial application,
since the amount of estimated rebate was
already estimated at contractinception
(the amount of estimated rebates is
recorded in the period when sales occur).

For disclosures, please see Note 28.

IFRS 9 Financial Instruments

IFRS 9 Financial Instruments replaces IAS

39 Financial Instruments: Recognition and
Measurement for annual periods beginning
on or after 1January 2018, bringing together all
three aspects of the accounting for financial
instruments: classification and measurement;
impairment; and hedge accounting.

The Group applied IFRS 9 prospectively, with
an initial application date of 1 January 2018.
The Group has not restated the comparative
information, which continues to be reported
under IAS 39. Differences arising from the
adoption of IFRS 9 have been recognised
directly in retained earnings.

The effect of adopting IFRS 9 as at1January
2018 was, as follows:

Jan.1,2018
Assets
Trade receivables (@) (374,100)
Liabilities
Deferred tax liabilities (b) 29,630
Equity
Retained Earnings (@).() (344,470)

[i] classification and Measurement

The Group had not been impacted on

its balance sheet or equity on applying
the classification and measurement
requirements of IFRS 9, because the Group
did not have any financial assets held

as available for sale (AFS) in the initial
application date. Loans as well as trade
receivables are held to collect contractual
cash flows and are expected to give rise to
cash flows representing solely payments of
principal and interest. The Group analysed
the contractual cash flow characteristics
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of those instruments and concluded that
they meet the criteria for amortised cost
measurement under IFRS 9. Therefore,
reclassification for these instruments is not
required.

[ii] Impairment

The adoption of IFRS 9 has fundamentally
changed the Group’s accounting for
impairment losses for financial assets by
replacing IAS 39’s incurred loss approach
with a forward-looking expected credit loss
(ECL) approach. IFRS 9 requires the Group to
recognise an allowance for ECLs for all debt
instruments not held at fair value through
profit or loss and contract assets.

Upon adoption of IFRS 9 the Group recognised
additional impairment on the Group’s Trade
receivables of € 374.100 which resulted in a
decrease in Retained earnings in the same
amount.

Set out below is the reconciliation of

the ending impairment allowances in
accordance with IAS 39 to the opening loss
allowances determined in accordance with
IFRS 9:

Allowance Remeasurement
forimpairment
underlAS 39 as at
31December 2017

ECLunder IFRS
9asatlJanuary
2018

Trade (7,023,374) (374,100)

receivables

(7,397,474)

Other Adjustments

In addition to the adjustments describe
above, deferred taxes were adjusted to
retained earnings as necessary upon
adoption of IFRS 9 as at 1 January 2018.

[iii] Hedge Accounting

The Group did not have any existing hedge
relationships that were currently designated
in effective hedging relationships in the

initial application date, as consequence, the
application of IFRS 9 had not been any impact.

IFRIC Interpretation 22 Foreign Currency
Transactions and Advance Considerations

The Interpretation clarifies that, in determining
the spot exchange rate to use oninitial
recognition of the related asset, expense or
income (or part of it) on the derecognition

of a non-monetary asset or non-monetary
liability relating to advance consideration, the
date of the transaction is the date on which an
entity initially recognises the non-monetary
asset or non-monetary liability arising from
the advance consideration. If there are
multiple payments or receipts in advance,
then the entity must determine the date of
the transactions for each payment or receipt
of advance consideration. This Interpretation
does not have any impact on the Group's
consolidated financial statements.
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Amendments to IAS 40 Transfers
of Investment Property

The amendments clarify when an entity
should transfer property, including property
under construction or development into, or
out of investment property. The amendments
state that a change in use occurs when

the property meets, or ceases to meet, the
definition of investment property and there
is evidence of the change in use. A mere
change in management’s intentions for the
use of a property does not provide evidence
of a change in use. These amendments

do not have any impact on the Group's
consolidated financial statements.

Amendments to IFRS 2 Classification and
Measurement of Share-based Payment
Transactions

The IASB issued amendments to IFRS 2 Share-
-based Payment that address three main
areas: the effects of vesting conditions on the
measurement of a cash-settled share-based
payment transaction; the classification of

a share-based payment transaction with

net settlement features for withholding

tax obligations; and accounting where a
modification to the terms and conditions

of a share-based payment transaction
changes its classification from cash settled
to equity settled. On adoption, entities are
required to apply the amendments without

restating prior periods, but retrospective
application is permitted if elected for all
three amendments and other criteria are
met. The Group has no cash-settled share
based transactions scheme, therefore, these
amendments do not have any impact on the
Group’s consolidated financial statements.

Amendments to IFRS 4 Applying IFRS 9
Financial Instruments with IFRS 4 Insurance
Contracts

The amendments address concerns arising
from implementing the new financial
instruments standard, IFRS 9, before
implementing IFRS 17 Insurance Contracts,
which replaces IFRS 4. The amendments
introduce two options for entities issuing
insurance contracts: a temporary exemption
from applying IFRS 9 and an overlay
approach. These amendments are not
relevant to the Group.

Amendments to IAS 28 Investments in
Associates and Joint Ventures — Clarification
that measuring investees at fair value
through profit or loss is an investment-
-by-investment choice

The amendments clarify that an entity
that is a venture capital organisation, or
other qualifying entity, may elect, at initial
recognition on an investment-by-
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-investment basis, to measure its
investments in associates and joint ventures
at fair value through profit or loss. If an entity
that is not itself an investment entity, has

an interest in an associate or joint venture
thatis an investment entity, then it may,
when applying the equity method, elect to
retain the fair value measurement applied
by that investment entity associate or joint
venture to the investment entity associate’s
or joint venture’s interests in subsidiaries.
This election is made separately for each
investment entity associate or joint venture,
at the later of the date on which:

[i] the investment entity associate or joint
venture is initially recognised;

[ii] the associate or joint venture becomes
an investment entity; and

[iii] the investment entity associate or joint
venture first becomes a parent.

These amendments do not have any impact
on the Group’s consolidated financial
statements.

Amendments to IFRS 1 First-time Adoption of
International Financial Reporting Standards
— Deletion of short-term exemptions for first-

-time adopters

Short-term exemptions in paragraphs E3 —
E7 of IFRS 1were deleted because they have
now served their intended purpose. These
amendments do not have any impact on the
Group’s consolidated financial statements.

4. Significant Accounting
Judgements, Estimates
and Assumptions

The preparation of the Group’s consolidated
financial statements requires management
to make judgements, estimates and
assumptions that affect the reported amounts
of revenues, expenses, assets and liabilities,
and the accompanying disclosures, and the
disclosure of contingent liabilities. Uncertainty
about these assumptions and estimates could
result in outcomes that require a material
adjustment to the carrying amount of assets
or liabilities affected in future periods.

Judgements

In the process of applying the Group's
accounting policies, management has made
the following judgements, which have the most
significant effect on the amounts recognised in
the consolidated financial statements:

Revenue from Contracts with Customers

The Group applied the following judgements
that significantly affect the determination
of the amount and timing of revenue from
contracts with customers:

Determining method to estimate variable
consideration and assessing the constraint.

Certain contracts for the sale of glass products
include volume rebates and right of return
related with returnable packaging that give
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rise to variable consideration. In estimating the
variable consideration, the Group is required
to use either the expected value method or
the most likely amount method based on
which method better predicts the amount of
consideration to which it will be entitled.

The Group determined that the expected value
method is the appropriate method to use in
estimating the variable consideration for the
sale of glass products that included right of
return of returnable packaging, given the large
number of customer contracts that have similar
characteristics. In estimating the variable
consideration for the sale of glass products
with volume rebates, the Group determined
that using a combination of the most likely
amount method and expected value method
is appropriate. The selected method that better
predicts the amount of variable consideration
was primarily driven by the number of volume
thresholds contained in the contract. The
most likely amount method is used for those
contracts with a single volume threshold,
while the expected value method is used for
contracts with more than one volume threshold.

Before including any amount of variable
consideration in the transaction price, the
Group considers whether the amount of
variable consideration is constrained. The
Group determined that the estimates of
variable consideration are not constrained
based on its historical experience, business
forecast and the current economic
conditions. In addition, the uncertainty on the
variable consideration will be resolved within
a short time frame.

Estimations and Assumptions

The key assumptions concerning the future and
other key sources of estimation uncertainty at
the reporting date, that have a significant risk of
causing a material adjustment to the carrying
amounts of assets and liabilities within the
next financial year, are described below. The
Group based its assumptions and estimates on
parameters available when the consolidated
financial statements were prepared.

Existing circumstances and assumptions
about future developments, however,

may change due to market changes or
circumstances arising beyond the control of
the Group. Such changes are reflected in the
assumptions when they occur.

a) Goodwill’s Impairment Analysis

An impairment exists when the carrying
value of an asset or cash generating unit
exceeds its recoverable amount, which is the
higher of its fair value less costs of disposal
and its value in use. The fair value less costs
of disposal calculation is based on available
data from binding sales transactions,
conducted at arm’s length, for similar assets
or observable market prices less incremental
costs for disposing of the asset. The value

in use calculation is based on a discounted
cash flow model. The cash flows are derived
from the budget for the next five years

and do notinclude restructuring activities
that the Group is not yet committed to or
significant future investments that will
enhance the asset’s performance of the
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cash generating unit (CGU) being tested. The
recoverable amount is most sensitive to the
discount rate used for the discounted cash
flow model as well as the expected future
cash-inflows and the growth rate used for
extrapolation purposes. The key assumptions
used to determine the recoverable amount
for the different CGUs, including a sensitivity
analysis, are disclosed and further explained
in Note 10. The Group tests goodwill for
impairment on an annual basis.

b) Recognition of Provisions
and Adjustments

The Group is party to legal proceedings
which are running their course on account of
which it judges whether to raise a provision
for contingent legal expenses based on the
opinion of its legal advisors (refer to Note 23).

Adjustments to receivables are calculated
based on an age analysis of such receivables,
the risk profile of the clients involved, and
their financial standing. Estimates related

to adjustments to receivables differ from
business to business. A detailed analysis of
the changes in annual provisions clearly
demonstrates that there is almost no risk

of collection. Moreover, the Group has
access to major databases of relevant
market information which, together with the
experience of its technical analysts, enable it
to clearly assess and minimize its credit risk.

With respect to years open to tax inspections,
management believes that any adjustment
to the tax returns that could result from

reviews carried out by the tax authorities
will not have any significant impact in the
financial statements.

c) Fair Value of Financial Instruments

When the fair value of financial assets and
financial liabilities recorded in the statement
of financial position cannot be derived from
active markets, their fair value is determined
using valuation techniques including the
discounted cash flow model. The inputs to
these models are taken from observable
markets where possible, but where this is not
feasible, a degree of judgment is required

in establishing fair values. The judgments
include considerations of inputs such as
liquidity risk, credit risk and volatility. Changes
in assumptions about these factors could
affect the reported fair value of financial
instruments. See Note 9 for further disclosures.

d) Post-retirement Benefits

The cost of the defined benefit pension plan
and other post-employment medical benefits
and the present value of the pension obligation
are determined using actuarial valuations. An
actuarial valuation involves making various
assumptions that may differ from actual
developments in the future. These include the
determination of the discount rate, future salary
increases, mortality rates and future pension
increases. Due to the complexities involved

in the valuation and its long-term nature, a
defined benefit obligation is highly sensitive to
changes in these assumptions. All assumptions
are reviewed at each reporting date.
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The parameter most subject to change is the
discount rate. In determining the appropriate
discount rate, management considers

the interest rates of corporate bonds in
currencies consistent with the currencies of
the post-employment benefit obligation with
atleast an ‘AA’ rating or above, as set by an
internationally acknowledged rating agency,
and extrapolated as needed along the yield
curve to correspond with the expected term of
the defined benefit obligation. The underlying
bonds are further reviewed for quality. Those
having excessive credit spreads are excluded
from the analysis of bonds on which the
discount rate is based, on the basis that they do
not represent high quality corporate bonds.

The mortality rate is based on publicly available
mortality tables for the specific countries.
Those mortality tables tend to change only at
intervals in response to demographic changes.
Future salary increases and pension increases
are based on expected future inflation rates for
the respective countries.

Further details about pension obligations are
provided in Note 35.

e) Estimating Variable Consideration
Volume Rebates

The Group's expected volume rebates

are analysed on a per customer basis for
contracts that are subject to a single volume
threshold. Determining whether a customer
will be likely entitled to rebate will depend on
the customer’s historical rebates entitlement
and accumulated purchases to date.

In estimating the variable consideration

for the sale of glass products with volume
rebates, the Group determined that using

a combination of the most likely amount
method and expected value method is
appropriate. The selected method that better
predicts the amount of variable consideration
was primarily driven by the number of volume
thresholds contained in the contract. The
most likely amount method is used for those
contracts with a single volume threshold,
while the expected value method is used

for contracts with more than one volume
threshold.

The Group updates its assessment of
expected returns and volume rebates semi-
-annual are adjusted accordingly. Estimates
of volume rebates are sensitive to changes
in circumstances and the Group’s past
experience regarding rebate entitlements
may not be representative of customers’
actual rebate entitlements in the future.

As at 31December 2018, the amount
recognised as refund liabilities for the expected

volume rebates was 2.7 million (see Note 26).

f) Revaluation of land

The Group carries its land at revalued
amounts, with changes in fair value being
recognised in OCI. The land were valued

by reference to transactions involving
properties of a similar nature, location and
condition. The Group engaged independent
valuation specialists to assess fair values,
each 5-year period.



BA 2018 ANNUAL REPORT

g) Provision for expected credit losses
of trade receivables and contract assets

The Group uses a provision matrix to calculate
ECLs for trade receivables and contract
assets. The provision rates dre based on days
past due for groupings of various customer
segments. (i.e., by geography). In addition

to the use of the provision matrix, Board of
Directors will assess individual customers that
may present impairment indicators based in
a default event, external public information
or internal information passed by the Sales
department. In those instances, a specific
impairment analysis will be performed on

a case-by-case basis and the allowance
determined individually. In such cases the
outcome that resulted from provision matrix
for such customers will not be considered.

The provision matrix is initially based on the
Group's historical observed default rates. The
Group will calibrate the matrix to adjust the
historical credit loss experience with forward-
looking information. For instance, if forecast
economic conditions (i.e., gross domestic
product) are expected to deteriorate over

the next year which canlead to anincreased
number of defaults in the manufacturing
sector, the historical default rates are adjusted.
At every reporting date, the historical observed
default rates are updated and changes in the
forward-looking estimates are analysed.

The assessment of the correlation between
historical observed default rates, forecast
economic conditions and ECLs is a significant
estimate. The amount of ECLs is sensitive to

changes in circumstances and of forecast
economic conditions. The Group’s historical
credit loss experience and forecast of economic
conditions may also not be representative of
customer’s actual default in the future.

5. Subsidiaries

The consolidated financial statements of the

Group include:
Dec.31, Dec.31,

Subsidiary Head office 2018 2017
BA Glass BV Amsterdam Parent Parent
(Netherlands)
BA Glass | - Servigos de Avintes (Portugal) 100%  100%
Gestdlo e Investimentos, S.A.
BA Glass Portugal, S.A. Avintes (Portugal) 100%  100%
BA Glass Spain, SAU Le6n (Spain) 100%  100%
BA Glass Poland Sp.Z.o.o. Poznan (Poland) 100%  80%
BA Glass Germany Gmbh Gardelegen 100%  100%
(Germany)
Moldin, S.A. Avintes (Portugal) 100%  100%
BA Vidrio Distribucion Mérida (Spain) 100%  100%
Comerc.Envases, S.A.
Minas de Valdecastillo, SAU  Leén (Spain) 100%  100%
Barbosa & Almeida, SGPS, S.A. Avintes (Portugal) 100%  100%
BA Vidro Il Marinha Grande,  Avintes (Portugal) 100%  100%
SGPS,S.A.
Artividro — Arte em Vidro, Lda.* Leiria (Portugal) - -
BA Glass Greece, S.A. Athens (Greece) 100%  100%
Huta Szklana Holding Sp.Z.0o* Sierakéw (Poland) 82%  82%
Glasstank, B.V. Amsterdam 100% 100%
(Netherlands)
Glassinvest Ltd. Limassol (Cyprus) 100%  100%
MGL Mediterranean Glass Ltd. Limassol (Cyprus) 100%  100%
BA Glass Romania, S.A. Bucurest(Romania)  100%  100%
Chelianda Estates Ltd. Limassol (Cyprus) 100%  100%
Land Internation Property, S.R.L. Limassol (Cyprus) 100%  100%
Bareck Overseas, Ltd. Limassol (Cyprus) 100%  100%

BA Glass Bulgaria, S.A.
Ambalaj Sofia City EOOD
Iva Glass Manufacturers, Ltd. - Limassol (Cyprus)
Beluxen Enterprises, Ltd. Limassol (Cyprus)
Hellenic Glass Recycling, S.A.  Athens (Greece)
Serbian Recycling Industries, AD Serbia

100%
100%
100%
100%
100%
100%

100%
100%
100%
100%
100%
100%

Sofia (Bulgaria)
Sofia (Bulgaria)
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These subsidiaries were consolidated
through the full consolidation method.

Associate:

The Group has a 25% interest in Anchor Glass
(2017: 25%).

6. Business Combinations and
Acquisition of Non-controlling
Interest

Acquisitions in 2018

During 2018, the Group acquire 20% of BA
Glass Poland.

Acquisitions in 2017
The company has entered in a Share

Purchase Agreement on the 8™ of October
2016 where the terms and conditions for the

Consolidated Financial Statements

Fairvalue
recog nised o
ucqulsmon (k.

Assets
Property, plant and equipment 214,632
Intangible assets 32,888
Inventories 35,751
Trade receivables m,27
Cash and cash equivalents 200,495
Deferred tax assets 2,935
Other assets 5,681
Liabilities
Interest - bearing loans 326,800
and borrowings
Provisions 2,701
Trade Payables 55,514
Deferred tax liabilities 8,925
Other Payables 48,382
Total identifiable net assets at fair value 161,187
Fairvalue Non Controlling interests (5,640)
Goodwill arising on acquisition 214,595
Purchase consideration transferred 370,142

acquisition of 100% of the assets related to the

production of glass containers of the Yioula
Group in Greece, Bulgaria and Romania were
defined.

The transaction was made effective in
January of 2017.

The fair value of the identifiable assets
acquired and liabilities assumed as at
the date of acquisition were:

The goodwill of EUR 214,595 thousand
comprises the value of expected synergies
resulting from cost savings, operational
efficiencies and the unique market position.

The Property, plant and equipment
recognised at the acquisition date were
based on an independent valuation covering
the land, buildings and furnaces.

The intangible assets recognized concern the
customer relationship and licenses.
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No contingent consideration has been
agreed as part of the purchase price.

Transaction costs were expensed and are
included in Supplies and external services
(EUR 600 thousand).

During 2017, the Group acquired the portion
of equity ownership attributable to non-
controlling interests that existed at the
acquisition date.

In 2017, South East division contributed EUR
206,480 thousand of revenue and EUR 24,437
thousand of profit before tax from continuing
operations of the Group.

7.Material Party-owned
Subsidiaries

There is no subsidiary that have material
non-controlling interests. During 2018,

the Group acquired the portion of equity
ownership attributable to non-controlling
interests related with BA Glass Poland.

8.Investmentin an Associate

The Group has acquired a minority stake of
25% interest in the company Anchor Glass,

a company established in the USA, being

the remaining 75% acquired by CVC Capital
Partners. Anchor Glass is headquartered

in Tampa, Florida and is one of the three
major producers of glass packaging in the
United States. The company operates six
manufacturing facilities in Florida, Georgia,
Indiana, Minnesota, New York and Oklahoma.

Anchor company is considered as an
associate. An associate is an entity over
which the Group has significant influence -
the power to participate in the financial and
operating policy decisions of the investee
but is not control or joint control over those
policies. BA Group have presence on the
Company’s board of directors.

The table below provide summarised
financial information of Anchor Glass as of
30 September 2018 and 2017, considering
that summarized financial information as

of 31December 2018 is not available yet. The
information disclosed reflects the amounts
presented in the financial statements

of the Anchor Glass amended to reflect
adjustments made by the Group when using
the equity method, including fair value
adjustments and modifications for the
purpose of homogenization in accounting
policies. In addition, and accordingly to IAS
28, adjustments were made for the effects of
significant transactions or events, if any, that



ANNUAL MANAGEMENT REPORT -« Consolidated Financial Statements

occurred between 30 September 2018 and 31

December 2018.
EURin thousands Sep. 30,2018 Sep. 30,2017
Total Assets 1,025,620 1,060,983
Total Liabilities 977,990 886,970
Equity 47,630 174,013
9months 3months
i ended ended
EURinthousands Sep. 30,2018 Dec.31,2017 Total Sep.30,2017
Revenue 369.187 11,287 480,474 329,445
EBITDA 71,242 22215 93,457 77,455
Impairment of goodwill and intangible assets (89,901 - (89,901 (125,503)
Interest expense, net (31169) (9,398) (40,567) (29,206)
Other expense (income), net (51,163) (25,320) (76,482) (6,410)
Profit for the year (continuing operations) (80,991) (12,503) (93,494) (83,665)
Other comprehensive income to be reclassified to 2,805 (258) 2,547 (1,854)

profit or loss in subsequent periods, net of tax

Other comprehensive income not to be - - - -
reclassified to profit or loss in the subsequent

periods, net of tax

Total comprehensive income forthe year (78,186) (12,761) (90,947) (85,519)
(continuing operations)

Group’s share of profit for the year (25%) (20,248) (3.126) (23,373) (20.916)
Group’s share of changes in equity (25%) 701 (64) 637 (a64)

During the year ended 31 December 2018 and
31December 2017, changes in investments
accounted for using the equity method were
made up as follows:

2018 2017

Opening netassets as atJanuary1 35,644,628 65,051,806
Profit for the year (23,373,400) (20,916,155)
Other comprehensive income to be reclassified 636,747 (463,508)

to profit or loss in subsequent periods, net of tax

Other comprehensive income not to be - -
reclassified to profit or loss in the subsequent

periods, net of tax

Exchange differences on translation 71,195 (8,027,515)
of foreign operations

Dividends paid - -
Closing net assets as at December 31 12,979,170 35,644,628

®
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9. Classification of Financial

Assets and Financial Liabilities

Financial assets and liabilities are recognized
on the financial position statement when the

Group becomes a contractual party to the

respective financial statements.

The Group classifies its financial assets and

financial liabilities in the following categories.

Financial Assets Financial Financial Total
assetsat ts at
amortised cost FVPL
Trade receivables 171,271,404 171,271,404
Other current debtors 26,248,047 26,248,047
Other financial assets* 7,584,907 7,584,907
Cash and short term deposits 94,850,662 94,850,662
Total December 31,2018 299,955,021 299,955,021
Trade receivables 158,463,059 158,463,059
Other current debtors 25,759,219 25,759,219
Other financial assets* 10,812,563 10,812,563
Cash and short term deposits 117,295,919 117,295,919
Total December 31,2017 312,330,760 312,330,760
*Excluding prepayments
Financial Liabilities Financial Derivatives Financial Total
assetsat notused for assets at fair
amortised cost hedgi_ng value
Interest — bearing loans 738,545,287 - - 738,545,287
and borrowings
Trade payables 126,108,775 - - 126,108,775
Other payables 19,167,718 - - 19,167,718
Other financial liabilities 16,195,044 - - 16,195,044
Total December 31,2018 900,016,824 - - 900,016,824
Interest - bearing loans 805,966,623 - - 805,966,623
and borrowings
Trade payables 107,858,308 - - 107,858,308
Other payables 19,876,979 - - 19,876,979
Other financial liabilities 16,251,470 - 25,723,830 41,975,300
Total December 31,2017 949,953,380 - 25,723,830 975,677,210
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Taking into consideration each class of
financial assets and financial liabilities
presented in tables above, the carrying
amount is considered a reasonable
approximation of fair value.

10. Goodwiill

As at December 315t, 2018 and December 31,
2017, Goodwill was made up as follows:

Dec. 31,2018 Dec.31,2017

Cost

Iberia 89,569,229 89,569,229
Poland 105,681,498 108,952,610
Germany 13,889,718 13,889,718
South East Europe 212,654,842 212,730,747
421,795,287 425,142,304

Impairment
| lberia (8,345,363) (8,345,363)
(8,345,363) (8,345,363)
Netbook value 413,449,924 416,796,941

Changes in goodwill are shown as follows:

Dec. 31,2018 Dec.31,2017

Impairment Testing of Goodwill

Goodwill has been allocated to the
distinguishable CGU’s (Iberid plants, Polish
plants, Germany plant and South East Europe
plants), for impairment testing purposes.

The Group performed its annual impairment
test as at December 31%t, 2018 and December
31t 2017.

The recoverable amount of the CGU’s has
been determined based on a value in use
calculation using cash flows projections from
budgets approved by senior management
covering a five-year period.

Assumptions with respect to gross margins,
discount rates, raw materials price inflation,
market share during the forecast period used
to extrapolate cash flows beyond the forecast
period are deemed to be conservative and in
line with past performance of the Group. The
growth rates are the same as the long-term
average growth rate for the markets in which
the Group operates.

Discounted rates growth rates at perpetuity

Opening balance 416,796,941 197,832,943 are the following:

Additions - 214,594,640

Foreign exchange (3,347,017) 4,369,359 Discount Growthrat

differences Business Unit rate (perpetuity

Closing balance 413,449,924 416,796,941 Iberia 4.7% 2.0%
Poland 5.7% 2.5%
Germany 3.8% 2.5%
South East Europe 6.5% 2.0%
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The tests performed at year-end 2018
and 2017 show that recoverable amount
is higher than the carrying amount by an
amount that does not preclude any risk of
impairment even in case some adverse
events occur.

Key Assumptions

The calculation of the recoverable amount
for the Group of CGUs referred previously was
made with reference to:

The discount rate calculation is based on
the specific circumstances of the Group
and is derived from its weighted average
cost of capital (WACC). The WACC takes
into account both debt and equity. The
cost of equity is derived from the expected
return on investment by the Group's
investors. The cost of debt is based on the
interest bearing loans the Group has;

Regarding the main components

(raw materials and energy) that have
significantimpact on the glass business,
the management considered anincrease
in prices based on data available from our
main suppliers, otherwise past actual raw
material and energy price movements
are used as an indicator of future price
movements;

The capital expenditures plans used
in impairment test of goodwill are

in accordance with the projections
approved by the Board.

Sensitivity to Changes in Assumptions

The impairment tests performed were
subjected to a sensitivity analysis, namely to
the following Key assumptions:

[i] discount rates;
[ii] perpetuity growth rate.

A1lpercentage pointincrease in the discount
rate and a1 percentage point decrease in
terminal growth rate would not reveal any
indication of impairment.

Discount ?rowth rat

Business unit rate (perpetuity
A +H% -1%
Iberia No impairment Noimpairment
Poland No impairment Noimpairment
Germany No impairment Noimpairment

South East Europe  Noimpairment Noimpairment

1. Intangible Assets

Changes in intangible assets and
corresponding accumulated amortization
and impairment losses were as follows:
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CO9
emission Customer Licences Other Total
rights relationship Amount
Cost
Balance as atJan.1,2017 19,915 - - 1,087,237 1,107,152
Acquisition of Yioula Group 0 32,610,000 277,690 - 32,887,690
(Note 5)
Foreign exchange differences 1,208 (368,055) (34,964) 65,832 (335,978)
Additions - - 187,636 7459 195,095
Disposals - - - - -
Transfers - - 666,740 46,381 713,121
Balance as atDec. 31,2017 21,123 32,241,945 1,097,101 1,206,910 34,567,079
Amortization and impdirment
Balance as atJan.1, 2017 - - - 1,087,237 1,087,237
Foreign exchange differences - (19,354) (32,737) 65,976 13,886
Depreciation charge - 2,292,824 300,292 3,730 2,596,846
of the year
Disposals - - - - -
Transfers - - 463,771 (29,150) 434,621
Balance as atDec. 31,2017 - 2,273,470 731,327 1,127,793 4,132,590
Netbook value as at Dec. 31,2017 21,123 29,968,474 365,774 79.117 30,434,489
Cost
Balance as atJan.1,2018 21,123 32,241,945 1,097,101 1,206,910 34,567,079
Foreign exchange differences (450) - (1,442) (15) (1,907)
Additions 783,461 - - - 783,461
Disposals (20,673) - - - (20,673)
Transfers - - - - -
Balance as atDec. 31,2018 783,461 32,241,945 1,095,659 1,206,895 35,327,960
Amortization and impdirment
Balance as atJan.1,2018 - 2,273,470 731,327 1,127,793 4,132,590
Foreign exchange differences - (1,355) [©) (1,362)
Depreciation charge - 2,475,856 186,945 3,661 2,666,462
of the year
Disposals - - - - -
Transfers - - - - -
Balance as atDec. 31,2018 [} 4,749,326 916,917 1,131,447 6,797,691
Netbook value as at Dec. 31,2018 783,461 27,492,619 178,742 75,448 28,530,269
The customer relationships were acquired subsequently amortised on a straight-line
as part of a business combination (see Note over their estimated useful lives (13 yeqrs).
6 for details). They are recognized at their Licences are essentially related with
fair value at the date of acquisition and are computer software.
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12. Property, Plant and Equipment

Buildings Fixed Total
Land andother Equipment Transport Admin- Other assets amount
construc- equipment istrative fixed undercon- fixed
tions equipment assets struction assets
Gross assets
Balanceas 48,468,334 197,707,984 682,924,726 3,430,918 9,675,272 13,135,695 1,012,492 956,355,422
atJanuary1,2017
Acquisition of Yioula 34,662,781 36,306,446 139,338,718 578,974 995,898 794115 1,954,616 214,631,548
Group
Foreign exchange (365,443) 2,091164 5,330,173 (24,140) (24.616) 27,346 47153 7,081,637
differences
Additions 1,416,889 4,545,584 42,697,247 494,695 25,100 89,697 958,765 50,222,976
Disposals/Write off - (1,370) (10,196,362)  (91,655) (659) (52,310) - (1162,355)
Transfers/Other (1175,937) (534,999) 1717443 (54169)  (125,201) (1,081,588) (2,799,374) (4,053,825)
adjustments
Balanceas 83,006,623 240,114,810 861,811,946 3,514,624 10,545,793 12,912,954 1,168,652 1,213,075,402
atDecember 31,2017
Depreciation
and impairment
Balanceas 262,295 100,609,912 531,664,130 2,201,389 8,996,037 5,243,290 - 648,977,053
atJanuary1,2017
Acquisition of Yioula - (0) 0 0 0 (0) - 0
Group
Foreign exchange 15,917 621,759 2,982,218 (5799)  (22,558) 20,016 - 3,601,553
differences
Depreciation charge 70,473 7932,071 68,936,378 574,785 593,020 214,055 - 78,320,782
of the year
Disposals/Write off - (33) (9,757.975) (907,053) 014)  (52,399) - (10,717.474)
Impairment Losses - - - - - - - -
Transfers (35,643) (3,235,215) (5,809,625)  (70,057) (540,525) 6,690,061 - (3,001,004)
Balance as 313,042 105,928,493 588,015,126 1,783,264 9,025,961 12,115,022 - 717,180,909
at December 31,2017
Netbookvalueas 82,693,582 134,186,316 273,796,820 1,731,360 1,519,832 797,932 1,168,652 495,894,493

at December 31,2017
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atDecember 31,2018

Buildings Fixed Total
Land andother Equipment Transport Admin- Other assets amount
construc- equipment istrative fixed undercon- fixed
tions equipment assets struction assets
Gross t
Balanceas 83,006,623 240,114,810 861,811,946 3,514,624 10,545,793 12,912,954 1,168,652 1,213,075,402
atJanuary1,2018
Foreign exchange (65,552) (951,856) (4,319,638) (10,176) (800) (37031)  (28,890) (5,403,942)
differences
Additions 300,968 6,034,117 82,392,392 1,907 468,100 55,657 10,619,889 99,873,029
Disposals/ Write off (643,726) - (312407) (215,430) (108,600) - - (1,280,63)
Revaluation 3,299,549 (0) - - - - - 3,299,549
Transfers/Other (1,412,097) 141,919  (464,107) 110 (9,807) 218 542,741 68,977
adjustments
Balanceas 84,495,766 246,608,990 939,108,186 3,291,035 10,894,685 12,931,799 12,302,392 1,309,632,852
atDecember 31,2018
Depreciation
and impairment
Balance as 313,042 105,928,493 588,015,126 1,783,264 9,025,961 12,115,022 0 717,180,909
atJanuary1,2018
Foreign exchange (8353) (378,973) (2,407557) (9127) (788)  (26,968) - (2,831,766)
differences
Depreciation charge 34,427 6,913,918 68,912,486 570,347 613,833 164,146 - 77,209,156
of the year
Disposals/Write off - - (99,401) (215,430)  (107.667) - - (422,498)
Impairment Losses - 67,570 26,529 - - - - 94100
Transfers/Other (33916) 342,639 154,507 846 3,638 65 - 162,579
adjustments
Balance as 0 112,873,648 654,601,689 2,129,900 9,534,978 12,252,265 - 791,392,480
atDecember 31,2018
Netbookvalue as 84,495,766 133,735,342 284,506,496 1,161,135 1,359,707 679,534 12,302,392 518,240,372

During 2018 and 2017, there is no amount of
borrowing costs capitalised.

Assets under construction included at 31
December 2018 an amount of 6.539 thousand
euros relating to expenditure for rebuilt
furnace in Bulgaria.

Revaluation of Land

The subsidiary BA Glass Romania used an
independent appraiser to conduct a market
analysis concerning the owned land on 31
December 2018. The result of this market analysis
is that the fair value of revalued land was of EUR
3.299.549 higher than the previous value.
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Changes in other financial assets and

corresponding accumulated amortization

2018 2017 andimpairment losses were as follows:

Gross Assets

Balance Jan.1 5,331,890 5,322,597 2018 2017

Increases - - Cost

Foreign exchange (4,877) 9,293 AtJanuary,1 2,710,728 2,304,731

differences Additions 2,029,424 2,555

Balance Dec. 31 5,327,013 5,331,890 Disposals _ (6,010)

Impairment loss/ (647,:363) 428,686

Depreciation reversal

Balance Jan.1 1,253,551 1,196,179 Reclassification/ 88,040 (19,645)

Increases (Current 163,423 163,424 Others

Depreciation) Foreigh exchange (5,093) 412

Reclassification - (106,052) differences

Balance Dec. 31 1,416,974 1,253,551 AtDecember, 31 4,175,736 2,710,728
Netvalue asatDec. 31 3,910,039 4,078,339 Amortisation

andimpairment
AtJanuary,1 (o) 19,645

Investment properties consist of properties Additions - -
measured at cost which are held for renting Disposals - -
in Portugal, Spain and Poland. The Group Reclassification - (19.645)
has no restrictions on the realizability of its AtDecember, 31 © ©)
investment properties and no contractual
obligations to purchase, construct or Netbook value atDec. 31 4,175,737 2,710,728

develop investment properties or for repairs,

maintenance and enhancements. At 31
December 2018, BA do not have reliable
information to disclose the fair value of

investment properties.

14. Other Financial Investments

Dec. 31,2018 Dec.31,2017

15. Other Non-current Assets

In 2017, the balance of this item comprises
subsidies awarded by the Spanish Investment

Agency amounting to EUR 5.7 million. The

amount is expectable to be received during

Other financial assets

475,737

2019, as consequence, this amount is presented
2,710,729 in the caption “Other current debtors™
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16.Inventories

Dec. 31,2018 Dec.31,2017

Raw materials 24,492,445 24,456,218

and consumables

Finished good 92,937,744 92,473,310

and work in progress

Goods forresale 801,764 1,515,778
118,231,953 118,445,306

Impairment (678,551) (795,547)
17,553,402 117,649,759

Quaility of stock is reviewed periodically,

and non-conforming stock is destroyed
immediately. The increases/ decreases of the
period are recognised as an expense in the
caption “Change in stocks of finished goods™.

17. Trade Receivables

Dec. 31,2018 Dec.31,2017

Trade receivables 177,315,456 156,268,568
Notes receivables 2,187,597 9,217,864
179,503,054 165,486,433

Impairment (8,231,650) (7,023,374)
171,271,404 158,463,059

Trade receivables are non-interest bearing
and are generally on terms of 30 to 90 days.

Trade receivables increase mainly by the
effect of increased sales.

See below for the movements in the provision
for impairment of receivables:

2018 2017
AtJanuary,1 7,023,374 5,054,501
Provision for expected 374,100 0
creditlosses — date of
transition
Charges of the year 840,294 1,986,087
Unused amounts (2,853) (23,889)
reversed
Foreign exchange (3,267) 6,675
differences
AtDecember, 31 8,231,650 7,023,374

As at 31December, the ageing analysis of
trade receivables s, as follows:

2018 2017
Total 171,271,404 158,463,059
Neither pastdue nor 149,150,335 136,783,733
impaired
Pastdue butnot
impaired
<30days 16,057,533 12,376,415
30-60days 2,682,210 428,695
61-90days 634,783 1353,413
91-120 days 155,806 1,170135
>120 days 2,525,827 2,650 667

18.Other Current Debtors

Dec. 31,2018 Dec.31,2017

State and other 13,922,703 10,975,814
state entities
Subsidies - Spanish 5,651,508 9,180,160
Govermental Agency
ther 6,673,837 5,603,245
26,248,047 25,759,219
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The carrying amount of “State and other
state entities” includes EUR 6.5 million related
with two payments made in 2013 and 2016 in
connection to an extraordinary settlement of
tax litigation in Portugal. Despite the payments,
the Group considerer probably to recover the
amounts paid. This caption includes also EUR
4.8 million (2017: EUR 3.6 million) related with VAT.

19. Other Current Assets

Dec. 31,2018 Dec.31,2017

Accruedincome 2,008,561 746,626

Deferred costs 437,299 374,999
—insurances

Finance expenses 1,204,862 1,502,063

Other 195,748 201,637

3,846,470 2,825,326

“Finance expenses” are related to commissions
of bank loans taken for the Yioula acquisition.
Commissions dre recognised ds expense in

a straight-line basis over the period defined on

the contract.

Accrued income is mainly related with a
reimbursement of an insurance company

(EUR 2 million).

20. Cash and Short-term Deposits

Dec. 31,2018 Dec.31,2017

Cash onHand 37,824 33,189
Bank Balance 94,812,838 117,262,729
Total CashonHand 94,850,662 117,295,919
and Bank Balance

Not available for use - -
Total Cashand Cash 94,850,662 117,295,919

Equivalents

The caption “Cash and short-term deposits”
includes cash on hand, demand deposits,
treasury applications and term deposits which
mature is less than three months for which
there is insignificant risk of change in value.

21. Equity

As at December 315t 2018 and 2017, the
Group’s share capital, totaling EUR 36,000

was fully subscribed and paid.

The following table details the Group’s
shareholding structure, as at December 31%,

2018 and December 31t, 2017:

Dec. 31,2018 Dec.31,2017

No.ofshares

% No.ofshares %

Fim do Dia, SGPS, S.A. 17,064 47% 17,064 47%
Teak Capital, S.A. 9,468 26% 9,468 26%
Tangor Capital, S.A. 9,468 26% 9,468 26%

36,000 100% 36,000 100%

In 2018 a dividend of 694 (2017:1,389) per share

was paid.
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22. Interest-bearing Loans
and Borrowings

Dec. 31,2018 Dec.31,2017

Interest Bearing loans
and Borrowings

Non-current 608,239,380 631,908,494
Current 130,305,907 174,058,129
738,545,287 805,966,623

Cashand Bank Loans
Cash 37,824 33,189
Bank deposits 94,812,838 17,262,729
94,850,662 117,295,919
NetDebt 643,694,625 688,670,705

The Group's bank loans bear interest at
market rates. Most of the Group exposure to
interest rate risk arises as it borrows funds
mainly at floating interest rates.

The foreign currency bank loans were
translated to Euro using the exchange rates in
force at the statement of financial position date.

The net position of bank balances
(hereinafter as “net debt”) is as follows:

There are some covenants attached to some
loans negotiated with the banks. Breaches

in meeting the financial covenants would
permit the bank to immediately call loans and
borrowings. There have been no breaches in
the financial covenants of any interest-bearing
loans and borrowing in the current period.

All Group debt is secured with Negative
pledge (with certain carve-outs and
thresholds cvoilqble), cross default and Pari
Passu clauses.

No mortgages or pledges are in place as
guarantee for the accomplishment of the
obligations in any financing contract.

Group uses Commercial Paper programs
to have flexibility in the management of the
available financing lines. A mix of short term
and long term is used to adapt repayment
schedule of the debt to the expected cash
flow generated for debt repayment.

Totaldebt Total debt

Shortterm Longterm Dec. 31,2018 Dec. 31,2017

Bank Loans 49,925,077 150,310,612 200,235,689 249,198,523
Bonds and commercial paper 72,200,000 450,800,000 523,000,000 542,006,211
Bank overdrafts 3,409,729 - 3,409,729 5,482,102
Finance leasing 998,543 728,768 8,127,311 9,279,788
Other loans 3,772,559 - 3,772,559 -
Cash and Bank deposits (94,850,662) - (94,850,662) (117,295,919)
35455245 608,239,380 643,694,625 688,670,705

Fair value of interest rate derivatives - - - -
35455245 608,239,380 643,694,625 688,670,705
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The Group has liquidity available to face
possible negative movements in the finance

22.1. Maturity of Debt

markets. Debt is followed with strict control Year Dec. 31,2018
and some indicators are measured and 2019 130,305,907
controlled to guarantee a solid and safe 2020 156,522,845
financial structure. Main indicator considered 2021 123,765,737
as a key control to guarantee financial 20228 following 327,950,799
stability is net debt [ EBITDA which the Board
follows strictly to ensure it is not above 4.0x.
23. Provisions . .

Retirement Environ- Others Total

pensions mental
(Note 35) liabilities

Balance atJan.1,2017 1,695,355 193,238 222903 2,111,496
Acquisition of Yioula Group (Note 5) 2,432,552 - 267,965 2700,516
Foreign exchange difference (514) - (7,016) (7,530)
Utilization (534,471 - (23,703) (558,174)
Increase in the year 103,941 - 277,400 381,341
Other adjustments (OCI) 349,400 - - 349,400
Balance atDec. 31,2017 4,046,262 193,238 737,549 4,977,049
Balance atJan.1,2018 4,046,262 193,238 737,549 4,977,049
Foreign exchange difference (3,085) - (4159) (7,243)
Utilization (534,337) - (417.910) (952,247)
Increase inthe year 516,019 - 71,279 587,299
Other adjustments (OCI) 42,426 - - 42,426
Other 195,405 - (47,649) 147,756
Balance atDec. 31,2018 4,262,691 193,238 339,110 4,795,039
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Minas de Valdecastillo, SAU is liable for
restoration of land allocated to its mining
operations which are estimated to an amount
of EUR193 thousand (refer to Note 38.2).

24.Trade Payables

The caption “Trade payables” as at 31
December 2018 and 2017 is made up as
follows:

Dec. 31,2018 Dec.31,2017
126,108,775 107,858,308

Trade payables
- Suppliers

This caption as at 31 December 2018 and
2017 corresponds to balances resulting
from purchases in the normal course of the
Group's business.

The carrying amount of these liabilities (which
are reported at their nominal value) constitutes
a fair approximation of its amortized cost and
fair value.

Trade payables are non-interest bearing
and are normally settled on 60 to 90-day
terms.

25.Other Payables

Dec. 31,2018 Dec.31,2017
State and other state 7,629,536 8,211,340
entities
Fixed asset suplliers 8,590,618 7,996,489
Advances from 468,910 1,003,495
customers
Other 2,478,654 2,665,654

19,167,718 19,876,979

The caption “State and other state entities”
as at December 31, 2018 comprises an
amount of EUR 2.4 million (2017: 2.5 million)
related with value added tax, social security
contributions related with December payroll
totaling EUR 2.6 million (2017: EUR 2.6 million)
and personnel income taxes withheld
amounting to EUR 999 thousand (2017: EUR 766
thousand).

The amount for fixed assets suppliers in
2018 e 2017 comprises several invoices
related with the investment in Iberia and
South East plants.
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26.Other Current Liabilities

Dec. 31,2018 Dec.31,2017

AtJanuary1 18,609,317 14,447,966
Dec. 31,2018 Dec.31,2017 Acquisition Yiuola Group 0 9,360,352
Accrued costs Foreign exchange (90,492) (48,982)
Payroll expenses 7,891,078 7234601 difference
Finance expenses 1,690,592 2,973,123 Received during the year 334,781 -
Bonus granted 2673703 3833344 Releasedtothe (3.297,037) (3.891,671)
(rappe% statement of profit
orloss
Put option granted 0 25,723,830 -
Other adjustments (974,788) (1,258,347)
Other 3,136,415 2,910,402
AtDecember 31 14,581,781 18,609,317
15,391,787 41,975,300
Otherdeferredrevenue 803,257 -
Current 3,225,301 3,882,384
803,257 -
— Non-current 11,356,481 14,726,934
Other currentliabilities 16,195,044 41,975,300

The Group accounts for the liability for
commercial bonus (rqppel) in accordance
with the sales agreements in place. As at
December 31, 2018 this balance amounts
to EUR 2.7 million (2017: EUR: 3.8 million).

During 2018, the Group acquire 20% of BA
Glass Poland, that explained the variation in
the caption “Put option granted”.

27. Government Grants

Government grants have been received in
connection with the purchase of certain
items of property, plant and equipment.

There are no unfulfilled conditions or
contingencies attached to grants, exceptin
what concern one grant received from Spanish
authorities for which the final assessment of
the attached conditions is still be completed.

28.Revenue from Contracts with
Customers

28.1. Disaggregated Revenue Information

Set out below is the disaggregation of
the Group’s revenue from contracts with
customers:
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Iberia CEdivision SEEdivision -segllr:::;t Total

division elimination
Glass packaging 458,986,016 172,835143 222,598,362 (522,015) 853,897,507
Total December 31,2018 458,986,016 172,835,143 222,598,362 (522,015) 853,897,507
Total December 31,2017 445,775,997 152,805,034 206,480,483 (1,193,708) 803,867,805

The total revenue from contract with
customers presented in table above are
recognised at a point in time.

There is no revenue recognised in 2018 that was

related with performance obligations satisfied
(or partially satisfied) in previous periods.

28.2. Contract Balances

Dec. 31,2018 Dec.31,2017

Contract Balances

Trade receivables 171,271,404 158,463,059
(see Note 17)

Advances 468,910 1,003,495
from customers

(see Note 25)

Trade receivables are non-interest bearing
and are generally on terms of 30 to 90 days.
The increasing of trade receivables due to
increased of sales.

For further details see Note 17.

28.3.Right of Return Assets and Refund
Liabilities

Dec. 31,2018 Dec.31,2017
Right of return assets - -
2,673,703 3,833,344

Refund liabilities -
arising from volume
rebates (Note 26)

There is no return asset related with revenue
from customers.

Refund liabilities arising from retrospective
volume rebates, in accordance with the
sales agreement in place. To estimate the
variable consideration for the expected
future rebates, the Group applies the most
likely amount method for contracts with a
single-volume threshold and the expected
value method for contracts with more than
one volume threshold.
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The performance obligation is satisfied
upon delivery of the goods and payment

is generally due within 30 to 90 days from
delivery. Some contracts provide customers
with a volume rebates which give rise to
vdriable consideration subject to constraint.

29. Other Operatingincome

Dec. 31,2018 Dec.31,2017
Government Grants 3,297,037 3,891,671
Gain on disposal 102,616 258,363
of assets
Indemnities 581,508 1,252,224
Rentals 66,608 34,107
Own work 166,874 612,566
Exchange differences 196,387 960,634
Other 1,190,603 971,626
5,601,632 7,981,192

30.Other Operating Expenses

Dec. 31,2018 Dec.31,2017
Taxes 2,987,799 3,229,256
COj emissionrights 9,400,555 3,036,322
usage
Loss on disposal 82,365 -
of assets
Exchange differences 230,258 -
Other 1,666,467 1,382,044
14,367,444 7,647,621

o

31. Impairment

Dec. 31,2018 Dec.31,2017
Trade receivables 840,294 1,986,088
(see Note 17)
Other 74,648 15,782

914,942 2,001,870
L] L]

32.Financial Results

Dec. 31,2018 Dec.31,2017
Interest on debts (14,490,626) (14,750,293)
and borrowings
Discounts granted (1,238,337) (1,633,093)
Other finance costs (729,874) (1,523,402)
Foreign exchange losses (1,881,707) -
oninterest-bearing
loans and borrowings
Finance costs (18,340,544)  (17,906,788)
Interestincome 92112 191,759
Other financialincome 230,763 826,222
Foreign exchange gains - 3,768,936
oninterest-bearing
loans and borrowings
Financeincome 322,876 4,786,917
Financeresults (18,017,668) (13,119,873)

Financial costs increased when compared
with the previous year mainly due to change
in exchange rate differences results mainly
from the fluctuations of the Polish zloty
against Euro (negative impact in 2018).
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33.Income Tax

The major components of income tax expense for
the years ended 31 December 2018 and 2017 are:

Dec. 31,2018 Dec.31,2017
Current tax (33,443,101 (37,953,960)
Adjustments in respect of currentincome tax of previous year 419,936 -
Deferred tax (2,441,824) 8,488,942

Income tax for the years ended 31t December
2018 and 2017 is made up as follows:

(35,464,989)

(29,465,019)

Dec. 31,2018 Dec.31,2017
Currentincome tax
Currentincome tax charge (33,443,10]) (37,953,960)
Adjustments in respect of currentincome tax of previous year 419,936 -
Deferred tax
Relating to origination and reversal temporary differences (2,441,824) 8,488,942

Income tax expense reported in the statement of profit or loss

(35,464,989)

(29,465,019)

Deferred tax related to items recognisedin OCl duringin the year:

Revaluation PP&E (642,868) -
Remedsurement (gqin)/loss on actuarial gains and losses 21,132 -
Deferred tax charged to OCI (621,736) -

Corporate income tax rates in the country
where the Group arz as follows:

Other

Tax jurisdiction Nominal additional
taxrate rate

Portugal 21.5% 1.5% - 9%
Spain 25.0% -
Poland 19.0% -
Germany 15.0% 14% - 17%
Greece 29.0% -
Bulgaria 10.0% -
Romania 16.0% -

Netherlands 20.0% - 25.0% -
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Reconciliation of tax expense and the
accounting profit multiplied by BA Glass BV
domestic tax rate for 2018:

Reconciliation of tax expense

Dec.31,2018
and the accounting profit:

Profit before tax 132,066,120
Nominal tax rate for the period 25%
At statutory income tax rate (nominal) 33,016,530
Adjustments in respect of current (419,936)
income tax of previous years

Tax benefits (2,934,402)
Share of results of an associate 5,773,826
and a joint ventures

Others 7,839
Income tax expense (35,443,867)
Effective tax rate for the period 26.84%

Deferred Tax

The main difference between the nominal
tax rate and the effective tax rate are mainly
related to tax benefits and the effect of
lower tax rates in other geographies (mainly
Poland, Bulgaria and Romdniq).

All the deferred tax assets related with carry
forward of unused tax losses are recognized.

As at December 315t 2018 and December
31%, 2017 the amount related with corporate
income tax payable presented in balance
sheet is EUR 3 million (2017: 8.9 EUR million).

Dec. 31,2018 Dec.31,2017

Deferredtax assets
Provisions for pensions 654,227 783,515
Allowance for bad debts 94,625 1,333,780
Tax depreciations 426,324 1,009,979
Goodwill 749,583 954,726
Tax revaluation of tangible fixed assets 12,734,263 16,685,761
Tax losses 1,608,310 175,950
Others 2,696,663 1,781,179
18,963,993 22,724,889
Deferred tax liabilities
Uniform depreciation criteria (qdjustment of useful lives) 3,383,871 3,327,138
Fair value adjustments — land 4,284,834 3,757,981
Fair value adjustments - intangible assets 4,248,159 4,696,244
Libertad de amortizacion (depreciqtion deduction fiscal benefit) 168,609 748,145
Tax revaluation reserves of tangible assets 2,941,215 3,628,819
Others 434,302 -
15,460,990 16,158,328
Netdeferred tax assets/(liabilities) 3,503,003 6,566,562
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In 2016, the subsidiary BA Glass Portugal
recognized for the first time a deferred tax
asset in accordance with tax revaluation
tangible fixed assets under a Portuguese
specific legislation that entered in force
during the year. The tax revaluation, is
subject to a special taxation of 14%, paid in
three equal installments, in 2016, 2017 and
2018.The increase in depreciation resulting
from the revaluation can be considered for
tax purposes as from the taxation period
beginning in 2018 for the following 8 years.
The deferred taxes will be used starting in
2018. During the 2017, after a valuation carried
out by anindependent party, as required
by law, the amount of the tax revaluation
increased, and as consequence, which
implied an increase in the balance of 5,048
thousand Euro.

The balances of deferred tax liabilities
arising on “Libertad de Amortizacién” were
generated by BA Glass Spain, in Spain.

The tax balances in question originated

as a result of a tax allowance applicable
under Spanish legislation which allows
deductibility of depreciation in advance for
tax purposes on allinvestments made during
the applicable years. In order to benefit

from those allowances, the company was
required to comply with specific objectives
through the years mentioned previously,
which objectives were fully met. The balance
shown under tax depreciation relate to a

tax adjustment in Spain where during the
periods of 2013 and 2014 an amount equal to
30% of accounting depreciations should be

added for tax purposes being recovered in
the periods starting 2015. This reduced the
tax depreciations for those periods allowing
for the use of the accrued depreciations in
future years as tax cost through a positive
adjustment in the Corporate Income Tax for
the period.

The Group offsets tax assets and liabilities if
and only if it has a legally enforceable right
to set off current tax assets and current tax
liabilities and the deferred tax assets and
deferred tax liabilities relate to income taxes
levied by the same Tax Authority.

During the year ended 31 December 2018 and
2017, changes in deferred tax (net) were made
up as follows:

Reconciliation of
deferred tax, net

As of January 1

Dec. 31,2018 Dec.31,2017
6,566,562 4,067,284
(5,989,664)

Deferred taxes
acquired in business
combinations (Note 6)

Taxincome/(expense) (2,441,824) 8,488,942
during the period
recognised in profit

orloss

Taxincome/(expense) (621,736) -
during the period

recognised in OCI

As atDecember 31 3,503,003 6,566,562

The amount recognised in OCl is related with
the revaluation of land (see Note 12). There
are no income tax consequences attached
to the payment of dividends in either 2018 or
2017 by the Group to its shareholders.
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34.Earnings Per Share

Basic EPS is calculated by dividing the profit for
the year attributable to ordinary equity holders
of the parent by the weighted average number
of ordinary shares outstanding during the year.

Diluted EPS is calculated by dividing the profit
attributable to ordinary equity holders of

the parent (after adjusting for interest on

the convertible preference shares) by the
weighted average number of ordinary shares
outstanding during the year plus the weighted
average number of ordinary shares that would
be issued on conversion of all the dilutive
potential ordinary shares into ordinary shares.

The following table reflects the income and
share data used in the basic and diluted EPS
computations:

Dec. 31,2018 Dec.31,2017

Profit attributable to
ordinary equity holders
of the parent:

Continuing 95285 317 110798 900

operations

Discontinued
operations

Profit attributable
toordinary equity
holders of the parent
forbasic earnings

95285 317 110798900

Weighted average 36000 36000
number of ordinary

shares

Earnings per share

Basic
Diluted

2646,81
2646,81

307775
307775

There have been no other transactions
involving ordinary shares or potential
ordinary shares between the reporting
date and the date of authorisation of these
financial statements.

35. Post-retirement Benefits

Dec. 31,2018 Dec.31,2017

Portugal 1,511,776 1,451,402
Greece 986,620 1,136,294
Bulgaria 1,625,811 1,397,382
Other companies 138,484 61,184

4,262,691 4,046,262

The subsidiary BA Glass Portugal offers to
actual pensioners’ retirement pension plans
which liabilities are annually calculated
based on actuarial studies. The plans have
been closed for some years, therefore, no
new entries will joint it.

The subsidiary BA Greece has a defined
benefit retirement plan, incurring from is
obligation accordingly with the law 2112/20,
as amended by law 4093/12.

The subsidiary BA Bulgaria has a defined
benefit retirement plan, incurring from its
obligation according to the Bulgarian labor
law and the Collective Labor Agreement

to pay to its employees upon retirement
from two to seven gross monthly salaries,
depending on the years of service.
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The components of the retirement employee

Discount Inflation Pay
benefits expense recognised in the income rate rate increase
statement and the liabilities recognised in 2018 Portugal 1.50% 1.50% 0%
the balance sheet as at 31 December 2018 are Greece 1.80% 1.75% 1.75%
summarised below: Bulgaria 1.40% 5% 5%

2017 Portugal 1.50% 1.50% 0%
Dec.31,2018 CGreece 1.50% 1.75% 1.75%
Current Service Cost 44410 Bulgaria 1.40% 5% 5%
Interest cost on service obligation 39,853
Netbenefitexpense 483,963 The Group does not have plan assets to pay
or fund employee benefits.
Changes in present value of the
defined benefit obligations:
Defined benefit obligation at Jan.1 4,046,262
Interest cost 39853 36. Number of Personnel
Current service cost 444110
Benefits paid (534337) The number of employees at December 31,
Settlemt_ant/Curtuilment/Terminqtion 237731 9018 is 3.889 (3.796 at December 31, 20]7).
loss/(gain)
Others 13,289
Actuarial changes arising from 80,844
changes in demographic assumptions o
Actuarial changes arising from 0 37' Relqted Party Transactions
changes in financial assumptions
Experience adjustments (38,419) Intercompany balances and transactions
Exchange differences (65) reported to the companies included in the
Defined benefit obligation at Dec. 31 4,262,691 consolidation perimeter, as referred to in Note
5, were eliminated for purposes of preparing
Pension Cost Charge to profit and loss 483,963 the consolidated financial statements.
Remeasurement gains/(losses)in oCI 42,426

A valuation methodology based ona
“projected unit credit model” was determined
by external parties and the following
actuarial assumptions were used:

The key management personnel team
comprises of 20 people who dre based in
the Netherlands and all other countries the
Group operates in. Their compensation is
limited to short-term benefits and include
deferred compensation linked to the Group’s
performance in a three year-period. No other
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long-term employee benefits are earned
by directors. The Group does not have any
share-based payments scheme and during
the period no termination benefits have
been paid. Overall, compensation of key
management is aligned with market and
industry practices. Fixed compensation
represents 50-60% of total compensation.

38.Environmental Matters

In the conduct of its business, the Group incurs
in a variety of expenses of an environmental
management nature which, depending

on their characteristics, are capitalized or
recognised ds an operating expense in its
operating results for the reporting period.

38.1. CO9 Emission Rights

In 2013 started a new program of allocation
of COg emission rights that will last until 2020.
According the new allocations rules, the COp
emissions rights were reduced and will suffer
areduction every year till 2020.

During 2018 and 2017 the Group accounted
under other operating expenses all the deficit
of used versus free licenses (Note 30). During
the year the Group's total emissions were of
899,607 tons (2017: 864,848 tons).

At the end of the year the Group has already
in the registries enough licenses to surrender
the used during the year.

38.2. Environmental Restoration Expenses

Minas de Valdecastillo, SAU carries a legal and
constructive liability to restore land allocated
to its mining operations which is estimated to
amount to EUR 193 thousand (refer to Note 23).

38.3. Liability for Environmental Damages

The Group's subsidiaries which operate in
Portugal have contractual reserves under
equity to comply with the provisions of
Decree-Law no.147/2008.

39. Commitments
and Contingencies

39.1. Bank Guarantees

As at December 31%, 2018, the Group provided
bank guarantees to third parties totaling

EUR 53.0 million, which balance includes a
bank guarantee provided to the European
Investment Bank (“EIB”) as security for finance
in the amount of 52.5 million.

39.2. Contingencies

The Group has several open tax matters/tax
inspections with Portuguese and Spanish
Tax Authorities, as a result of additional tax
settlements. No provision was booked in the
financial statements due to the fact that the

®
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Management Board believes that the likelihood
of the Group incurring costs to settle those
liabilities is remote. The Group has filed an
objection to those tax adjustments in the courts.

The Group has EUR 6.5 million booked in “Other
current debtors” (as “State entities”) related with
an exceptional regularization of tax debts. This
regularization regime applies to debts which
are being challenged by the Group in Court and
the Group believes that the likelihood of having
an unfavorable assessment is remote. In spite
of the Group has paid this amount, it does not
mean that the Group will not have a favorable
assessment in what concerns the debts
aforementioned.

These payments in advance were performed
by the companies BA Glass Portugal and BA
Glass|.

41. Structure of the Members
of the Board

The board is composed of 4 members:

Carlos Anténio Rocha Moreira da Silva
Rita Mestre Mira da Silva Domingues
Thecla Magdalena Anna Kamphuijs
Intertrust (Netherlands) B.V.

On 19" February 2019, Thecla Magdalena
Anna Kamphuijs was appointed as
managing director (B) of the Company,
replacing Pieter Cornelis Jan Avis.

42.Fees Paid to the Statutory
Auditors

Audit fees are as follows:

2018 2017
Audit Services amount % amount %
Statutory audit services
lberia 104,525 31% 95,025 28%
Netherlands 40,000 12% 35,000 10%
Central Europe 53,150 16% 52,850 15%
South East 138,500 41% 160,000 47%
336,175 342,875

43.Standards Issued but Not
Yet Effective

The new and amended standards and
interpretations that are issued, but not

yet effective, up to the date of issuance of
the Company’s financial statements are
disclosed below. The Company intends to
adopt these new and amended standards
and interpretations, if applicable, when they
become effective.

IFRS 16 was issued in January 2016 and it
replaces IAS 17 Leases, IFRIC 4 Determining
whether an Arrangement contains a Lease,
SIC-15 Operating Leases-Incentives and
SIC-27 Evaluating the Substance of
Transactions Involving the Legal Form of a
Lease. IFRS 16 sets out the principles for the
recognition, measurement, presentation and
disclosure of leases and requires lessees to
account for all leases under a single

®
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on-balance sheet model similar to the
accounting for finance leases under IAS 17. The
standard includes two recognition exemptions
for lessees — leases of low-value’ assets (e.g.,
personal computers) and short-term leases
(i.e., leases with a lease term of 12 months or
Iess). At the commencement date of a lease,
a lessee will recognise a liability to make
lease payments (i.e., the lease liability) and
an asset representing the right to use the
underlying asset during the lease term (i.e., the
right-of-use asset). Lessees will be required
to separately recognise the interest expense
on the lease liability and the depreciation
expense on the right-of-use asset.

Lessees will be also required to remeasure
the lease liability upon the occurrence of
certain events (e.g., a change in the lease
term, a change in future lease payments
resulting from a change in anindex or rate
used to determine those payments). The
lessee will generally recognise the amount of
the remeasurement of the lease liability as
an adjustment to the right-of-use asset.

Lessor accounting under IFRS 16 is substantially
unchanged from today’s accounting under
IAS 17. Lessors will continue to classify all leases
using the same classification principle as in
IAS 17 and distinguish between two types of
leases: operating and finance leases.

IFRS 16, which is effective for annual periods
beginning on or after1January 2019, requires
lessees and lessors to make more extensive
disclosures than under IAS 17.

Transition to IFRS 16

The Group elect to apply the modified
retrospective approach as a transitional
method. Under this approach, the Group
does not restate comparative information.

Consequently, the date of initial application is
the first day of the annual reporting period in
which the Group first applies the requirements
of the new standard. At the date of initial
application of new leases standard, the Group
recognise the cumulative effect of initial
application as an adjustment to the opening
balance of equity as of 1January 2019.

The Group will elect to apply the standard to
contracts that were previously identified as
leases applying IAS 17 and IFRIC 4. The Group
will therefore not apply the standard to
contracts that were not previously identified as
containing a lease applying IAS 17 and IFRIC 4.

Leases Previously Classified as Operating
Leases:

The Group will recognise a lease liability,
measured at the present value of the
remaining lease payments, discounted using
the lessee’s incremental borrowing rate at
the date of initial application.

The Group will recognise a right-of-use asset
on transition (on a lease-by-lease basis): by
measuring the asset at an amount equal to
the lease liability, adjusted by the amount

of any prepaid or accrued lease payments
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recognised immediately before the date of
application.

The Group will elect to use the exemptions
proposed by the standard on lease contracts
for which the lease terms ends within 12 months
as of the date of initial application, and lease
contracts for which the underlying asset is of
low value. The Group has leases of certain office
equipment (i.e., printing and photocopying
machines) that are considered of low value.

Additionally, the Group will apply a single
discount rate to a portfolio of leases

with reasonably similar characteristics
and will exclude initial direct costs in the
measurement of the right of use asset.

Leases Previously Classified as Finance
Leases:

The carrying amount of the right-of-use asset
and the lease liability at the date of initial
application shall be the carrying amount of
the lease asset and lease liability immediately
before that date measured applying IAS 17.

Transition to IFRS 16

During 2018, the Group has performed a
detailed impact assessment of IFRS 16.

Due to the adoption of IFRS 16, the Group's Net
Debt and Property, Plant & Equipment (right of
use assets) as at 1January 2019 will increase
in amount of EUR 6.532.721.

The weighted average Group’s incremental
borrowing rate applied to lease liabilities
was 2%.

There is no difference between operating
lease commitments disclosed applying IAS 17,
discounted using an incremental borrowing
rate at1January 2019 and the lease liabilities
recognised in this date.

Due to the adoption of IFRS 16, the Group's
operating profit in 2019 will improve, while its
interest expense will increase. This is due to
the change in the accounting for expenses
of leases that were classified as operating
leases under IAS 17.

IFRS 17 Insurance Contracts

In May 2017, the IASB issued IFRS 17 Insurance
Contracts (IFRS 17), a comprehensive new
accounting standard for insurance contracts
covering recognition and measurement,
presentation and disclosure. Once effective,
IFRS 17 will replace IFRS 4 Insurance Contracts
(IFRS 4) that was issued in 2005. IFRS 17 applies
to all types of insurance contracts (i.e., life,
non-life, direct insurance and re—insuronce),
regardless of the type of entities that issue
them, as well as to certain guarantees and
financial instruments with discretionary
participation features.

A few scope exceptions will apply. The
overall objective of IFRS 17 is to provide an
accounting model for insurance contracts

®
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that is more useful and consistent for
insurers. In contrast to the requirements

in IFRS 4, which are largely based on
grandfathering previous local accounting
policies, IFRS 17 provides a comprehensive
model for insurance contracts, covering all
relevant accounting aspects. The core of IFRS
17 is the general model, supplemented by:

A specific adaptation for contracts with
direct participation features (the variable
fee approach);

A simplified approach (the premium
allocation approach) mainly for short-
duration contracts.

IFRS 17 is effective for reporting periods
beginning on or after 1January 2021,

with comparative figures required. Early
application is permitted, provided the entity
also applies IFRS 9 and IFRS 15 on or before the
date it first applies IFRS 17. This standard is not
applicable to the Group.

IFRIC Interpretation 23 Uncertainty
over Income Tax Treatment

The Interpretation addresses the accounting
forincome taxes when tax treatments involve
uncertainty that affects the application

of IAS 12 and does not apply to taxes or

levies outside the scope of IAS 12, nor does it
specifically include requirements relating

to interest and penalties associated with
uncertain tax treatments. The Interpretation
specifically addresses the following:

Whether an entity considers uncertain tax
treatments separately;

The assumptions an entity makes about
the examination of tax treatments by
taxation authorities;

How an entity determines taxable profit
(tax loss), tax bases, unused tax losses,
unused tax credits and tax rates;

How an entity considers changes in facts
and circumstances.

An entity has to determine whether to consider
each uncertain tax treatment separately or
together with one or more other uncertain tax
treatments. The approach that better predicts
the resolution of the uncertainty should be
followed. The interpretation is effective for
annual reporting periods beginning on or
after1January 2019, but certain transition
reliefs are available. The Group will apply the
interpretation from its effective date. Since the
Group operates in a complex multinational tax
environment, applying the Interpretation may
affect its consolidated financial statements.
In addition, the Group may need to establish
processes and procedures to obtain
information that is necessary to apply the
Interpretation on a timely basis.

Amendments to IFRS 9: Prepayment Features
with Negative Compensation

Under IFRS 9, a debt instrument can be
measured at amortised cost or at fair value
through other comprehensive income,
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provided that the contractual cash flows are
‘solely payments of principal and interest on
the principal amount outstanding’ (the SPPI
criterion) and the instrument is held within
the appropriate business model for that
classification. The amendments to IFRS 9 clarify
that a financial asset passes the SPPI criterion
regardless of the event or circumstance that
causes the early termination of the contract
and irrespective of which party pays or
receives reasonable compensation for

the early termination of the contract.

The amendments should be applied
retrospectively and are effective from
1January 2019, with earlier application
permitted. These amendments have no
impact on the consolidated financial
statements of the Group.

Amendments to IFRS 10 and IAS 28: Sale or
Contribution of Assets Between an Investor
and its Associate or Joint Venture

The amendments address the conflict
between IFRS 10 and IAS 28 in dealing with the
loss of control of a subsidiary that is sold or
contributed to an associate or joint venture.
The amendments clarify that the gain or

loss resulting from the sale or contribution of
assets that constitute a business, as defined in
IFRS 3, between an investor and its associate
or joint venture, is recognised in full. Any gain
or loss resulting from the sale or contribution
of assets that do not constitute a business,
however, is recognised only to the extent of

unrelated investors’ interests in the associate
or joint venture. The IASB has deferred

the effective date of these amendments
indefinitely, but an entity that early adopts the
amendments must apply them prospectively.
The Group will apply these amendments when
they become effective.

Amendments to IAS 19: Plan Amendment,
Curtailment or Settlement

The amendments to IAS 19 address the
accounting when a plan amendment,
curtailment or settlement occurs during a
reporting period. The amendments specify
that when a plan amendment, curtailment
or settlement occurs during the annual
reporting period, an entity is required to:

Determine current service cost for the
remainder of the period after the plan
amendment, curtailment or settlement,
using the actuarial assumptions used to
remeasure the net defined benefit liability
(asset) reflecting the benefits offered
under the plan and the plan assets after
that event;

Determine net interest for the remainder
of the period after the plan amendment,
curtailment or settlement using: the net
defined benefit liability (asset) reflecting
the benefits offered under the plan and
the plan assets after that event; and the
discount rate used to remeasure that net
defined benefit liability (asset).
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The amendments also clarify that an entity
first determines any past service cost,

or a gain or loss on settlement, without
considering the effect of the asset ceiling.
This amount is recognised in profit or loss.
An entity then determines the effect of the
asset ceiling after the plan amendment,
curtailment or settlement. Any change in
that effect, excluding amounts included
in the net interest, is recognised in other
comprehensive income.

The amendments apply to plan
amendments, curtailments, or settlements
occurring on or dfter the beginning of the
first annual reporting period that begins on
or after 1January 2019, with early application
permitted. These amendments will apply
only to any future plan amendments,
curtailments, or settlements of the Group.

Amendments to IAS 28: Long-term Interests in
Associates and Joint Ventures

The amendments clarify that an entity applies
IFRS 9 to long-term interests in an associate

or joint venture to which the equity method is
not applied but that, in substance, form part
of the net investment in the associate or joint
venture (long-term interests). This clarification
is relevant because it implies that the
expected credit loss model in IFRS 9 applies to
such long-term interests.

The amendments also clarified that, in
applying IFRS 9, an entity does not take

account of any losses of the associate or joint
venture, or any impairment losses on the

net investment, recognised as adjustments
to the netinvestment in the associate or

joint venture that arise from applying IAS 28
Investments in Associates and Joint Ventures.

The amendments should be applied
retrospectively and are effective from1
January 2019, with early application permitted.
Since the Group does not have such long-term
interests in its associate and joint venture, the
amendments will not have animpact on its
consolidated financial statements.

Annual Improvements 2015-2017 Cycle
[issued in December 2017]

These improvements include:
IFRS 3 Business Combinations

The amendments clarify that, when an entity
obtains control of a business that is a joint
operation, it applies the requirements for a
business combination achieved in stages,
including remeasuring previously held
interests in the assets and liabilities of the
joint operation at fair value. In doing so, the
acquirer remeasures its entire previously
held interest in the joint operation. An entity
applies those amendments to business
combinations for which the acquisition
date is on or after the beginning of the first
annual reporting period beginning on or
after 1January 2019, with early application
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permitted. These amendments will apply on
future business combinations of the Group.

IFRS 11 Joint Arrangements

A party that participates in, but does not
have joint control of, a joint operation might
obtain joint control of the joint operation

in which the activity of the joint operation
constitutes a business as defined in IFRS 3.
The amendments clarify that the previously
held interests in that joint operation are

not remeasured. An entity applies those
amendments to transactions in which it
obtains joint control on or after the beginning
of the first annual reporting period beginning
on or after 1January 2019, with early
application permitted. These amendments
are currently not applicable to the Group but
may apply to future transactions.

IAS 12 Income Taxes

The amendments clarify that the income
tax consequences of dividends are linked
more directly to past transactions or events
that generated distributable profits than to
distributions to owners. Therefore, an entity
recognises the income tax consequences

of dividends in profit or loss, other
comprehensive income or equity according
to where the entity originally recognised those
past transactions or events. An entity applies
those amendments for annual reporting
periods beginning on or after 1January 2019,
with early application is permitted. When

an entity first applies those amendments, it

applies them to the income tax consequences
of dividends recognised on or after the
beginning of the earliest comparative period.
Since the Group’s current practiceisinline
with these amendments, the Group does not
expect any effect on its consolidated financial
statements.

IAS 23 Borrowing Costs

The amendments clarify that an entity treats
as part of general borrowings any borrowing
originally made to develop a qualifying
asset when substantially all of the activities
necessary to prepare that asset for its
intended use or sale are complete. An entity
applies those amendments to borrowing
costs incurred on or after the beginning of
the annual reporting period in which the
entity first applies those amendments.

An entity applies those amendments for
annual reporting periods beginning on or
after 1January 2019, with early application
permitted. Since the Group's current
practice is in line with these amendments,
the Group does not expect any effect on its
consolidated financial statements.

44.Events After the Balance
Sheet Date

There are no know events after 31t December
2018 which may influence the presentation
and the interpretation of the present financial
statements reported at that time.
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Independent auditor's report
Ta: the shareholders and Basrd of Directors of BA Glaws 8V

Repart on the audit of the financial statements 2018 included in the
annual report

(he upinien
We have audited ke Francial satements 2008 of BA Glass BY, based I Amsterdam.

In gt cinian this BECoepanying Sinkncial Macements g a true 3ad Tair vew of 1he finpncial position of BA Glass
oy 91 51 December D018, and of B result and its cavh flows for T018 in sccordance wilh infernationsl Financlal
Reporting Standards 31 adopted by the Europear Linkon (EU-IFRS) and with Part 9 of Book 2 of the Dutch Gvil Code.

The financial stitements comprie;

The consolid and company af financial position as at 51 Gecember 2018,

The folloraing statemenis for 2018 the o bdated and o ¥ inCoeme Sl mi, the covsobdaed and
company satemipnts af compeaheniive m chasges in equity lh‘ sk Rcrars,

The nofes. priodeg o y ol the sigr [ ing policies and other gaglanatary infarmation.

i Fer s ppinine

We conducted our sudit in accordence with Didch law, induding the Duach Stendards on Auditing. Owd
responsbilites wrder those standards ae futher described in the “Our responsibiifies for the awdi of the financial
sEatomans” secticn of our repon.

We are indeperdent of BA Glass BV in sccordance with the Wt toeekhi accowsiantsorganaasthes (Wea, sl firms
supsryvion act], the Verordening inzake de onafhankeljkheid van accountants &) assurance-opdrachien |ViD, Code
af EM for Professionsl Astoontants, o regulaton with meipedt b0 indepindence] snd otk releves
Ind w rnegulations i the Netherands. Furth we hive omplied with the Verordening gedrags- en
blmlwnpﬁ. accoundants (WEEA, Dutch Code of Ethics).

We balieve the audil evidence we have obdained bs sufficient and appropelate to provide a basis for our opinken.

Report on other information included in the annual report

In additian o the financial seMemdaty and our Sudita's nepor therean, the annual PO Concling orRer
infadenation that consists af:

The Ananual Management report.

Caher inforreation pursiant to Part 9 of Book 2 of the Dutch Cisl Code,

Based on the following peatedures perlormad, we conclade that 1he cther nlormation:
I istent with ehie fi | staf £s and does not contain matedal misstatements
Cefitiing the information i reguinnd by Part § of Bock 2 of the Dutch Chal Code

We have read the other isdormatson. Based on cor Inowledge and understanding obtaned through our awda of
the financial slatements or othersite, we hawe coesdered whether the ather information containg material

S T et 1 4 Sk s drs St ki 4 v A Rt —— -

e iy ey ey e ol

et s L e S W [, - Pty ey -
T - .
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. By gecfarming thess gr dures, we camphy with 1Fe requiremants of Bact 9 of Bock 2 of the Dutch
Chell Coade and the Dutch Standard 720, The scope of the procedares performed b less than the scope of thoe
perloemsed in our audit of the financial setements,

Management is resporsble for the preparation of the other indormation, including the Annual Management report

In accordance with Part 3 of Book 2 of the Duich Chil Code and other infoemation parsusnt 1o Past 9 of Book I of
thir Bech Cral Code,

Description of responsibilities for the financial statements

Responsibiltien of maragement for the Hinsncal st u
Munagermenl i respontible Tor the prip arsd fair pr i ol the I ial Matements in accordance with
EU-SRS and Part 9 of Book T of the Dutch Civil Code, Furth B & resporridle for such intemal

conired as management detsrmings & necessary to enable the preparation of the francial statements that are free
feesm material maatement, whather dus 1o fracd or grrar,

As pars of the preparation of the financlal 5, s responsible Tor ing the pary's
abiley to continue as @ going conoem. Based on the financial reporting Ir Ercenied, e
shewld pregars the financial Satements uiing The going concein Bidn of i unling L ilr

Intends to liquidate the company or 1o cease operations, o has no realstic altermative but to do w0, Management
shouild disciose evenis and crcumstances (hat may cast sigmificant dowt on the compay's abillity bo contines as
Boing in the finsneial o

Char respomibsfitees for the audit of the Ensncis! datemeni
Owr chjpctive i 10 plan and perform the audit assigement in & Manner 1hat aleas ul 1o obtain sulficsest and
appropriste sudit evidence for cur opinicn

Owr audit has been perlormed wath a gh, but not absahue, level of asurance, wiich means we may nat have
datected 4l mabeial errors snd fraud.

Mhstatements can arise from fracsd or ervor and are o dered i, y or bn the aggregate, they
coutd reasonably Be sxpectid o infl the @ it o of iy taken o the hids of Thede financial
statemenis. The matenality aflects the nature, Biming ard extent of owd audit procedieres and the evalwasion of the
eftect of identdied misstalements on o opinicn,

We have ed profersional judg andl have ined profesvionst skepticiem threughout the sudit, in
a with Dutch Standards on Audfing. ethical reg and Ind & e Our sudit
inglused g,

Idemtifying and gibeising the riski of matedisl mi of the f ial e . whether due 1o fraud

or ermor, desgning and performing audit procedures responsive 1o those risks, and obtaining sudit evidence
that 5 suffickent and appropriate to provide a basis for our opinicn. The risk of not detecting a material
mERabemant resulting from fraud is highee thans for ong redulling from eiror, 86 Traud may invod collusian,
Fargery, i lonal omivsions, mistepr igns, or the override of intermal comrol

Obiaining an understanciag of internal control relevant bo the awda in order to design audit procedures thas ane
ApEeopTlale in thi Circusmslandis, bul nol 1or the purpose of sxpdesing an opinion on the effectinness of the
campany’s ternal ¢ontrol

Evaluating the appropeiateness. of accounting policles used and the reasonableness of accourting estimates and
related declosures made by managoment

Contluding on the g af i 14wt of the poing conoern Basa of atcounting, kad Baded
on the sedit evidence ok i, whather a i Inty exivts related to events oo conditions that may
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el wgnificant doulbt on the companys abilty to confinue 23 & going concern, I wi conclude that & material
wreriainty eslsis, we ane requined ko draw attention in owr suditcss report bo the relsted discloscres in the
Brarcial statements or, i such disclosures are isadeguate, to mod®y cur opision, Dur conciusions are based on
the aud® evidence obtened up to the date of our audior's fepart. However, Tulure events or condibians may
CanmE 3 company o cease to continue a5 3 going conoerm

Evahuating the cverall pi sbrocture and content of the Meancial stemens, incuding the disclosures
Evabaating whepthar the linincial itatements fepniedent the underying fransttions and evenls in a manner thid
ackieyes falr preseniation

Bacaend we are ultimately redporidtle for the opinion, we &e alo responibls for deecting. vapeiiting and
perfoeming 1he groug audit. in Ehis respect we Rave defermined the nature and extént of the sudit procedanes 1o
be caried cut for proup entities. Deoiive wene Lhe size and/for the risk profile of the group entities o operations.
O this Basis, we stlected group eegites for which an auds of review had 0o be casried oot on the complete set of
firianelal infermation or apedific fem

We icate with manag megarding, among other maitess, the planmed scope and timing of the sudit
and signiflicant 23 mdingy, inchaing any dignificent findings in inteimal control that we identify during our aude,

Asmitedclien, 36 March 2003

Ernst & Young Atcountanty LLP

signed by T. Wilfrie
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sustuinabilitx

The present report reflects how the pillars
of our Vision support its sustainable
development. BA also assumes a public
commitment to develop its activities

in a sustainable way from various
perspectives - economic, environmental
and social, complying with applicable legal
requirements and with other requirements
to which the Group subscribes. Furthermore,
BA has been engaged for along time in
important environmental commitments,
and we have now decided to make a public
declaration of our targets.

repor

The BA Glass vision is to “Wrap Dreams
Beyond Packaging, by Heart”.

In BA we believe we can go beyond making
glass containers. We aim to take partin
our Customers’ creation and innovation
processes on a quest to support them

in providing Consumers with unique
experiences.

We will make it the BA Way, built on our
values, commandments, principles and
beliefs (whqt we have named our HEART
BEAT). We will make it with our People, those
who dream about making a difference,
growing, exploiting and exploring.

Our focus on Excellence is the basis of this
aspiration. We believe that sustainable
innovation requires excellence, and that
is our bedrock which we must protect and
fortify.

Value creation is what drives our Shareholders
commitment and support. And we believe the
pursuit of our vision will create value through
sustainable and profitable growth.
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In our Vision, every word hds a meaning:
Wrap: to elevate and magnify (as a gift)
Dreams: the never-ending goals not yet
reached,

Beyond: aiming to do more than just...
Packaging: what we produce

All the four Pillars of our vision have very
ambitious goals behind them.

Be the choice of our Customers, because
we aim for them to see BA as a partnerin
their growth, innovations and disruptions,
consistently providing quality and an
excellent service in each delivery.

Provide unique experiences to Consumers,
because we aim for them to use our products
with safety, convenience and great emotions.

Enable the development of our People, by
creating the conditions to provide them with
exciting challenges and opportunities in current
and future projects, engaging them in the
options and the outcomes of each decision and,
afterwards, providing them with the deserved
recognition of the results accomplished.

Create value for our Shareholders, by
ensuring the expected growth, profitability
and return on equity.

Our way, the BAWay is guided by our HEART
BEAT:

We have our values...

HEART
Humbleness to learn
Emotion in everything we are engaged with
Ambition to set targets
Rigor when performing tasks
Transparency in internal and external
relations

..and we reinforce them with our

BEAT
Be focused on the customer
Empower your team
Act like an owner
Think about simple solutions

Striving for Excellence in everything we do, is
the foundation of our aspiration. We cannot
afford not to have it.

our vision Wrap dreams beyond packaging,
by HeART
our way @ ‘,ea,t
our pillars Customers Shareholders People Consumers
our foundation EXCELLENCE

®
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BA Sustainable
Development

The pillars of the BA vision together with BA
social and environmental commitments

are the basis for its sustainable
development. We have been incorporating
all their components into our integrated
management system, which we believe is the
key to success in achieving our mid and long-
-term goals.

Every yeadr BA sets new and more ambitious
goails, building on previously achieved
targets and the best accomplishments

in the industry. To achieve these goals,
some of them company-wide, action plans
covering each pillar of the vision are built
and monitored at different levels of the
organization through the regular analysis
of performance indicators. These goals are
established as a challenge to all the teams
and a guide to continuous improvement in all
areds of the organization. Those challenges
provide an opportunity for everybody to

do their best and be part of the achieved
success.

1.Shareholders

Create value for our Shareholders by
ensuring long term sustainability of the
company with growth and profitability,
practicing and defending its values.

One of the main roles of a company is to
create value for its shareholders. While doing
so, BA also creates value for the entities

and people with whom it interacts, namely
customers, suppliers, employees and the
community. In fact, managing sustainability
means considering these several parts not
only in daily management and decision
processes, but also in the projects and
activities which will have long-term impact on
the value creation and sustainable growth of
our business.

The Group has been demonstrating its ability
to grow sustainably and to create value for
its shareholders at satisfactory levels. There
have been meaningful improvements in
productivity, operational efficiency and asset
turnover that were, however, shattered in

2018 by the abnormal and sudden increase

in energy and CO9 prices. These two effects
together had a negative impact of 2.9 p.p.

on the EBITDA margin and 3.6 p.p. on ROE.
Additionally, and compared to 2017, the
increase of the Anchor Glass impairment and
the exchange rate effects on the financial
result together represented a decrease of 1.2
p.p. on ROE. Those effects were adjusted in the
ROE Adjusted curve.
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Ebitda[ke€]
280,000
240,000
200,000 @ o LN}
160,000 .|
120,000 ...,
80,000 ..,
40,000 ...
0
2015 2016 2017 2018
Return on Equity [«]
38%
34%
o
30% o
o
o 0
26%
22%
o
18%
14%
10%
2015 2016 2017 2018

The shareholders have been consistently
promoting the reinvestment of the
company’s profits in the company growth
(either organic or by acquisitions) and its
operational excellence.

Since 2017, BA consolidated the integration of
the South East Europe Division with two plants
in Bulgaria, a plantin Greece and another in
Romania, as well as the German operation.

The decision to build a new furnace in the
Villafranca plant, anticipating our customers’
growth, is the consequence of their belief in
the growth and development of the Group.
Many other investments are to come.

Over the last four years the group has grown
its production by 60% and its turnover by 61%.

Production [ton]

2,200,000

2,000,000

1,800,000

1,600,000

1,400,000 ...

1,200,000 ..........

1,000,000 ..........

800,000

2015 2016 2017 2018
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Turnover [m.€]
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In BA we believe the relationship with all

our stakeholders must be supported and
reinforced in transparency, rigor, trust and
responsibility, which are important values for
the Group.

The Group maintains close partnerships with
its current and potential suppliers with the
purpose of always seeking the best technical
and most creative solutions that can
benefit both parties and lead to sustainable
development. All suppliers play an important

role in the development of BA and its ability
to provide an excellent and innovative
service. That is why BA continues to apply its
suppliers’ evaluation methodology, to ensure
a solid base of suppliers who share the same
purposes and are compliant with appropriate
ethical and environmental principles.

The partnerships will be reinforced aiming
to transform the supply chain and industrial
operations. The endeavour of industrial
digitalization is one of the main challenges
and opportunities and the basis of our
business sustainability.

2.Customers
and Consumers

Despite the slowdown of some economies
at the end of 2018, the encouraging trend in
Europe and growing consumer confidence
have continued to positively affect BA
commercial activity.

In general, we were able to meet our
customers’ demand. BA managed to
continue to deliver quality products and
service throughout the year. The sales to

our export markets represent today 24% of
BA’s total volume. The consolidated turnover
reached EUR 854 million, representing a
growth of 6.2% compared to last year. The
sales growth was driven by both volume and
price increases.
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BA has continued to expand its customer
portfolio, ensuring the diversification of
market and credit risks, and expanding its
potential for future business in new markets.
The Top 25 customers represented 45% of BA
sales.

Provide unique experiences to Consumers is
a strong challenge, because we aim for them
to use our products with safety, convenience
and great emotions.

Focused on providing value added solutions,
BA has continued to develop its consumer
knowledge to make available to our
customers all the know-how necessary for a
surprising product development. In 2018, we
engaged in detailed consumer focus groups
to better understand certain segments

but also the relationship of consumers

with glass and other packaging materials.
There is still a lot to do which reinforces our
enthusiasm in looking for alternative ways
of knowing consumers better, those who

will make the final choice. This way BA will

be better prepared to supply its customers
with products and services that meet and
exceed both customers’ and consumers’
expectations. As usual, we will continue to
privilege direct contact with our customers
to better understand their needs. This

direct sales model enables a unique and
differentiated service that we will continue
to improve in order to address the recent
growing demand for glass.

Sustainable Development

Be the choice of our Customers, because
we aim that they see BA as a partner in
their growth, innovations and disruptions,
consistently providing quality and an
excellent service in each delivery.

BA will continue to work on its model

of cooperation with customers (called
“Innovation Challenge”) to differentiate the
final product and/or service and increase
productivity and/or reduce costs for both
parties. This cooperation and the new
challenges with regard to consumers result
in innovative solutions that go beyond
packaging. During 2018, BA presented to 9
customers comprehensive proposals for

a new product launches. Market analysis,
secondary packaging, possible partnerships,
brand values and ways to market are just
some of the areas the BA design teamis able
to add value.

With the use of the Innovation Challenge
framework, now including the consumer
pillar, we believe we can provide to our
customers better solutions and products,
additional sales, shorter time to market

and, ultimately, a positive economic and
environmental impact. We keep tracking our
innovation performance through internal
KPIs, one of them being the Innovation
Success Rate.
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Innovation Success Rate

Finally, it is essential to highlight the work
done in 2018 concerning the promotion of
glass as a sustainable packaging material
and the measurement and reduction of our
environmental impact.

Recycling, digitalization, and consumer
acknowledgments were some of the topics
explored by our marketing research team

to address the growing demand for greener
choices in the food and beverage landscape.

3.People

Enable the development of our People, by
creating the conditions to provide them with
exciting career challenges and opportunities
in current and future projects, engaging
them in the options and the outcomes of
each decision and, afterwards, providing
them with the deserved recognition of the
results accomplished.

Challenges and Opportunities

Digitalization of processes, organizational
adjustments, recognition and diversification
have driven us to develop and motivate our
people during the year 2018.

New skills were required to create teams
capable of facing the multiple challenges
related to the redesign of processes and
introduction of new technologies during the
year. The search for different ways of working,
supported by process digitalization, were the
starting point, which will allow productivity
gains and will transform the way people
interact and perform, giving them more time
to be creative and effective.

In a growing, open company, new
opportunities are always appearing; new
departments were created, giving to our
people the possibility to move and grow
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inside the organization. Also, displacements
on missions to different geographies

were planned and executed, fulfilling the
expectations of some of our people for an
international career.

Social Climate

Since 2004 a social survey has been made

to our employees every two yeadrs, with the
aim of assessing and understanding people’s
opinion about 5 major clusters (strategy,
engagements, HR policies, work conditions
and leadership). The results of this survey are
then followed up in an action plan. Since 2016
BA Way principles have also been assessed.

This year, the survey was extended to
Germany, Greece, Bulgaria and Romania and
a total of 2895 answers were collected. This
represents 78% of the BA population, a level of
participation that we want to grow.

Globally the score was 3.5 (on a scale of 1to 5)
and showed a significant improvementin the
geographies already surveyed in previous
years. Also, the BA Values assessment had an
improved score.

This initiative continues to be one of the most
important tools to develop actions that will

improve the internal social environment, and
promote the engagement of our employees.

Sustainable Development

The best scored “g|0b0| ”
sub-cluster satisfaction (3.9
The best scored “My goal is always to do
questions better”
“I know and follow BA's
Ethics Code”
“While performing my
job I never felt myself
discriminated (due to
my age, gender, religion,
nationality, position, ...)"
Employment

2018 was the year to consolidate ties and
strengthen the cooperation among the
employees of the whole Group, who are now
spread across seven countries in Europe, in
Portugal, Spain, Poland, Germany, Greece,
Romania, Bulgaria and Serbia.

At the end of the year, the number of
employees stood at 3,889, against the
3,796 of the previous year, representing an
increase of 2.5% in BA workforce. The total
headcount numbers include the non-core
business activities, such as glass recycling
and molds repair. The growth was mostly in
Spain, as d result of the new furnace being
built in the Villafranca plant.
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Number of Employees Seniority
4,000
Portugal
3,500 .
Spain
3,000 Poland
2500 Germany
Greece
2,000 ... .
sorbia Romania
Bulgaria [l 1500 . Bulgaria
Romania @ Grand
Greece B 1,000 ... Total
Germany
Poland [ 500 ... H istri i
spain M Begqrdlng qge distribution, the average c!ge
ortugal B . in the Group is currently 41 years old, keeping

a balanced distribution of our workforce

2015 2016 2017 2018 across different age ranges.

With regard to the seniority of our employees, Age Distribution
we continue to have a balanced distribution
among different levels. However, there was a
slightincrease in the range up to 10 years of
seniority, reflecting the recent recruitments
to support the investments made by the
Group.
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From a gender perspective, 81% of our
employees dre males due to the specific
characteristics of our industry, namely
the work by shifts. The differences among
countries in the share of females depend

However, it is possible to find a common trait
in all of these students: their “fresh eyes”,
capable of challenging us to be different and
to break some paradigms. They certainly
learn with the more senior staff, but each one

also on the past history of each plant and the of them always adds new perspectives to our

culture of each country.

Gender Distribution

Portugal
Spain
Poland
Germany
Greece
Romania

Bulgaria

Grand
Total

business and its growth, and we are grateful
for that.

2018 was a very special year for BA regarding

- the integration of young people in the

company. An immersive program in the
glass industry was built and put in place:
the 1st Edition of the Futura Program was
successfully launched!

. g 5 I:’ _.
BA GROUP PRESENTS®

FUTURA

One of our commitments is to follow the
principles of non-discrimination, as they are
established, communicated and subscribed
in SA8000 regulation.

Futura Program

Every year BA receives students who aspire
to enroll on an internship in a growing
international company. People come from
different geographies, with different goals,
expectations, ambitions and dreams.

2018 .EDITION
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The Futura program was designed to attract
and integrate recently graduated engineers,
who aspire to develop behavioral and
technical skills in an industrial environment.
The 12-month program also contemplates the
fostering of an extensive intercultural network.
During the ideation and implementation of
this program, we counted on the support of
our youngest engineers, who shared their
experiences, and our senior experts who
shared their knowledge of the glass business.

The Futura Program is not a trend, it is a step
towards BA vision and sustainability. We are
focused on preparing the next generations
who will lead and ensure that BA Heart Beat
values and commitments will continue to live
stronger each day!

BA Academy

academy

thrive for more

The idea of building a structured way of
training and developing our people has been
in our plans for a long time. Two years ago,
with BA Academy, this dream came true. Over
those years, we have worked hard to ensure
that it is possible to deliver training adapted
to our specific needs and allow our people to

be prepared for a sustainable development
across different geographies.

In 2018, we prepared the content of several
schools. Besides the “New Comers” school,
and the “Leadership & Management” school,
that are already delivering several programs,
we developed the “Systems” school with the
following important strategic goals:

Promote Health & Safety behaviors in our
people;

Promote consumers’ safety awdadreness;

Provide knowledge which ensures the
quality of our product to our customers;

Stimulate good practices to prevent
pollution and protect the environment;

Follow procedures, speak up, and stay
engaged.

Furthermore, we have made great progress
in the conception of the “Operations” School,
with the ambition of retaining and developing
the technical knowledge and the skills of our
people, contributing to a performance of
excellence, leveraged by the best operational
practices. This school represents a huge
responsibility and commitment and takes
our experts to a different level of knowledge.

The 3 Edition of BA MDP — BA Managers
Development Program took place in May and
gathered managers, of the 3™ management
level, from different departments and
geographies to face different challenges. The
BA MDP is an opportunity to develop technical
and behavioral skills with the main goal of
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motivating people to be proactive in our Digitalization Era

company, to getinspired for the development

of their teams and to create a strong network.  As with the rest of the company, the People
Development team is engaged in the

Regarding other immersion programs, we processes digitalization. In this way, the team
launched the 15t Edition of “Train the Trainers”, is dedicating time to incorporate new tools,
with the mission of providing to our internal which will have impact on productivity and

trainers the necessary tools to improve their people motivation. Some projects are to be
performance during the training courses. Itis  highlighted:

crucial to share our strong internal knowledge,
and we want to do so in the most effective
manner and according to the best practices.

A learning platform, that brings a more
attractive interface to the users of BA
Academy, providing information in real

The year ended with a total of 99 thousand Hine;

training hours against 51 thousand in 2017, A new SAP tool, which improves and
representing anincrease of 93% and a transform the way we manage our people
total of more than 25 hours per employee. on a daily basis.

This commitment will continue to lead to
higher performance, aiming for employee
development, enhancing their skills,
capabilities, and knowledge.

SAP SuccessFactors

Want to know more
about us?

Hisrhon ard Strategic Goals

BA Arsdenmy's [dentity Frosunidathors Hethedeogias
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The RPA — Robotic Process Automation, a
digital tool capable of performing repetitive
tasks and replicating administrative
processes, without human intervention.

These kinds of technologies have a high and
powerful impact on the way we work and
interact, making it easier and creating time
for value added work.

Millennials@work

To better attract, retain and motivate the
best people, we felt we should know more
deeply the needs of the youngest generation:
the Millenials@work project was conceived.

What do the young generations value?

What should we keep, or what should we
change in our workplace? Who better than
our youngest employees to answer these
questions! Thus, we have built a workgroup
with people from corporate areas and the
plants, and from different countries. Through
benchmarking with other companies, studies
and surveys, the group defined an action
plan that is now being implemented.

11.5k views
Some results were surprising. The needs

across generations are not so different, A

but the way to fulfill them are. However, we

believe that if we decide to ignore the impact . !
of the young generations on the value of our

business, we will not have the ability to grow

and to attract people with different skills. For
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this reason, this project did not come to an
end, but is rather just the starting point for
the improvement of our work.

People Assessment
and Development

The PAD (People Development and
Assessment) process continues to be one of
the most powerful tools that BA has to shape
the future of its business. In 2018, the creation
of strong succession plans was the focus

of this process. And new programs to more
quickly develop some skills in our people
were implemented, such as the FFW program
(Fast Forward program).
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BA Way and BA Vision

After two intensive years spreading and
engaging our people in BA values and BA
Vision, the work is not yet finished. Making
sure that all the principles are aligned and
that everyone understands and practices
the BA Way is a continuous task. Several
workshops and support materials were used.
New methods are being developed to be
released in 2019 to continue to surprise our
people Beyond their expectations.

Wi, ot
wou pandp
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DREAMS are the never ending goals not yet reached.

In @ company, as in life, we aim to achieve more and more. We are
dreamers.

Transparency in relationships, together with humbleness, will keep us
close to others, recognizing and understanding their dreams. Dreams
are opportunities, either we grab them or others will do so. We count
on our people, the ones that dream of being and doing differently
from our direct and indirect competitors.

@ THIS IS OUR DREAM

i VR

\
e

The vision statement defines what a company wants to become in
the future. It includes the ambitions, indicates the path to be walked
in order to reach them and it is the first step of any transformation
process.

A company without a vision is one without direction!

J We have an exciting journey ahead. We will make it our way, the BA
way, built on our values, principles and beliefs (our HEART BEAT).
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Internal Communication
and Employer Branding

In 2018 we continued to reinforce our
presence in national and international job
fairs, schools and universities, spreading our
brand throughout the world. We attended or
organized 34 events across all our divisions
during the year 2018 to promote BA as
employer and brand. Because the world is
digital, we also communicated on social
media, publishing lots of job opportunities
and news, and answering the questions that
were put to us.

The “Beyond’, our internal newsletter,
continues to be an important way of
spreading our corporate news, but in 2018
new newsletters were born, dedicated to

spreading specific news of some of our plants.

Several projects were started during the year
and 2019 will be full of surprises!

The 2018 Annual Management Meeting

took again place in Troia in September and
was dedicated to digitalization. Under the
theme “Beyond tomorrow”, our teams were
inspired by the opportunities for changing
the business and the way of working, with
new processes and tools, that are already a
reality and not a dream. The future is already
here, and we are oniit!

Recognition

As has happened over recent years, the
BA Group maintains the policy of having
remuneration schemes based on the
performance of the people and the
competitiveness of the labor markets.

The assessment process is linked to the
remuneration practices, and this year all
the white collars that were integrated into
the Group after the recent acquisitions are
already included in this system.

The remuneration package includes a

share of the profits generated by the Group,
aligning strategic and operational goals with
individual and team performance.

At the end of 2018, the Group recorded more
than EUR 107 million in costs related to people.
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Furthermore, the BA Way ambassadors, the
plants with zero accidents, the best and the
most improved plants and the outstanding
employees were also recognized through
different means and celebrations.

Personnel Costs [ke€]

120,000

100,000

80,000

2015 2016 2017 2018

4.1. Social Responsibility

BA is committed to integrate social
responsibility into its decision-making
process, to guarantee ethical behavior when
doing business, to recognize and use the
Fundamental Principles of Human Rights and
to ensure compliance with legal rules and any
others voluntarily subscribed to.

Health & Safety

The performance of the Group in 2018
regarding safety was not good. Not only did
we not achieve the goal of “Zero Accidents”,
but also we saw a sharp incredse in the
number of accidents compared with last
year. The Sofia plant was congratulated for
the second consecutive year for having no
accidents, showing that “Zero accidents” is
not a dream, but can be a reality. Now, all the
plans, actions and training are being revised
to find a new way of move towards our goal.

Accidentsno]

60

2015 2016 2017 2018
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Absenteeism

The absenteeism rate in 2018 was 6.2%
against 6.0% in the previous year, mainly
driven by the substantial growth of the
absenteeism rates in Portuguese plants.

This increase is due to the intensification of
sickness among our employees, especially in
Marinha Grande plant, that is currently under
internal investigation.

During the year different actions and
measures were taken to decrease the
absenteeism rates, with significant results

in some countries like Poland, where the rate
decreased from 6.7% last year to 5.9% in 2018.

Absenteeism

8.0%

75%

7.0%

6.5%

6.0%

5.5%

5.0%

2015 2016 2017 2018

Social Responsibility
and its Management System

BA is proud of its Social Responsibility policy,
which integrates social, environmental and
educational concerns, and is a platform

for economic, technological and human
development. This policy guarantees our
people’s personal development, the protection
and compliance with social standards and
the respect for ethical values and principles.
Furthermore, it promotes the closeness of the
Group to the local communities, allowing our
understanding of their specific difficulties

in challenging contexts, and contributing to
mitigate some of them.

BA continues to follow the rules of international
social responsibility standards, namely SA8000
and recognizes the fundamental and universal
human rights embodied in International
Conventions and Treaties, such as the United
Nations Universal Declaration of Human Rights
and the International Labor Organization, and
other legislation, namely the international
conventions relating to working hours,

forced labor, freedom of association, right of
organization and collective negotiation, equal
remuneration for men and women for similar
work, non-discrimination, minimum wage
policy, worker’s representation, minimum
working age, health and occupational safety,
vocational rehabilitation and employment

for handicapped people and maternity
protection.
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The group expressly subscribes to the
following principles:

a) Child Labor

The group’s companies do not employ,
neither are involved directly or indirectly in
child labor, and repudiate practices involving
it, nor accept suppliers that maintain such
practices. Itis assumed by the group that
the minimum age for employees is 18 years
old. There are written procedures to ensure
the compliance with this principle, as well

as procedures that guarantee the definition
of actions to mitigate the consequences

of child labor in any situation that might
happen on the premises of the group or of its
suppliers and sub-suppliers, and which BA
acknowledges.

b) Forced and Compulsory Labor

The group’s companies do not have, neither
are they directly or indirectly involved in
practices using forced or compulsory work,
nor do they accept suppliers that maintain
such practices. The company will never retain
original personal documents nor create any
other situation that could force the employee
to remain in the company against his/her will.
Furthermore, the company will never become
involved in or support the traffic of human
beings, arbitrary detention or torture.

Sustainable Development

c) Health and Safety

The promotion of health and safety amongst
BA's employees is an overriding priority

for the group. Accordingly, BA commits to
guarantee the necessary conditions to
ensure d healthy and safe work environment
for the entire group’s workforce, preventing
health and safety risks for employees, as well
as for all other people who enter its premises
(customers, suppliers, members of the
community or any other entity or individual).

All employees must comply and make others
comply with the workplace hygiene and
safety rules, regardless of whether these

are internal rules, national and community
regulations or legislation, and must also
report any infringements detected. Therefore,
the group provides regular training to all

the company’s employees. In the event of
serious and imminent danger, employees are
entitled to leave the concerned area without
prior authorization.

d) Freedom of Association and Right
to Collective Negotiation

The group’'s companies are in favor of freedom
of organization and association, ideological
and religious freedom, as well as freedom of
expression and opinion. BA will not interfere

in the exercise of workers’ rights relating to
membership of a trade union and to their
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rights of collective negotiation; the company
arranges the necessary means available for
exercising such rights. Under no circumstances
will trade union representatives be subjected
to any form of discrimination.

e) Discrimination and Equality
of Opportunities

The group repudiates discriminatory
practices. Thus, it will not be involved in nor
support any situation that does not uphold
the principle of non-discrimination based
onrace, gender, nationality, language,
parentage, sexual orientation, marital
status, physical disability, religion, political
or religious convictions, trade union
membership, family responsibilities, as

well as the principle of equal opportunities
amongst all its employees, and it shall not
accept as suppliers entities which adhere to
such practices, either in contracting activities,
remuneration, access to training, promotion,
termination of contract or any other activity.

f) Disciplinary Practices

BA shall treat all employees with dignity and
respect, not being involved or tolerating the
use of corporal or mental punishment or
physical and verbal intimidation. Violence,
harassment and abuse of power are strongly
repudiated. Thus, any suspicion of such
practices must be immediately brought to the
attention of the management.

g ) Working Hours

The company’s working hours are in
conformity with the applicable laws and
industry standards. Overtime work is done
voluntarily and should not exceed 12 hours
per week per person.

h) Remuneration

The remuneration policy reflects the group’s
objectives of attracting, developing and
retaining high-performing and motivated
employees in an increasingly competitive
market. With the purpose of sustainable long-
-term value creation for the company, the
remuneration policy was designed to align
the strategic business objectives with the
teams and individual operational objectives.
Therefore, a competitive remuneration
package, including a fair salary according
to performance and to market conditions, is
presented to all employees.

All'the social responsibility policies are properly
documented, effectively implemented and
maintained, communicated and widely
accessible to all employees, whether directly
or indirectly hired. Furthermore, BA maintains
the commitment to make this policy available
in an effective manner to interested parties,
whenever requested.

Allemployees or other parties have formal
means to make any claim, in confidence,
regarding the above matters.

®
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Relationship with Local
and Educational Entities

BA maintains partnerships with universities
and schools and continues to organize visits
to the plants, mainly with the goal of raising
awadreness for sustainability matters and
promoting recycling habits among the young
generations. This year a special program was
created: BA@school.

Connected with the topic “keep the oceans
transparent”, our goal was to increase
awareness among students and teachers
about the advantages of glass packaging,
particularly its benefits for conservation
and preservation of the flavor of food and
beverages and human health, its recycling
process and reusable opportunities, and its
contribution in protecting the oceans.

at Scheof

Sustainable Development

In this way, a contest was developed and

sent to 501schools (this year in Portugal),
challenging the teachers to integrate our
project in their different school programs and
participate in a contest where they needed to
build and send a project made in glass by the
students on the topic “Ocean & Glass”. 1355
students participated in the contest and we
gave a certification of a “whale adoption” to
the 1t and 2" placed schools.

4.2.Environmental Responsibility

BA Glass is dedicated to the development,
production and sales of glass containers
mainly for the food and beverage industries.

BA considers environmental affairs as an
integrant part of its overall management,

and all its plants, except for Athens

(the certification process is now being
implemented), have an Environmental
Management System Certified. In Portugal,
Spain, Poland, Bulgaria and Romania, the
plants are certified according to ISO 14001. The
Gardelegen plant has implemented an Energy
Management System certified by ISO 50001.

BA's Environmental Management System is
focused on minimizing the environmental
impact of its industrial activities. By setting
yearly actions which aim to increase the
glass recycling incorporation levels and the
rationalization of water, energy, and virgin raw
materials consumption, and to continuously

®
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reduce the weight of each container produced,
a rational use of resources is ensured.

All BA plants are covered by the new
Industrial Emission Directive (IED) and have
an environmental permit. BA is committed to
the identification and standardization of best
practices, continuing to monitor and compare
the individual performance of each plant.

The environmental performance of 2018 was
significantly influenced by the repair of two
furnaces which took place in the Léon (Spain)
and Gardelegen (Germany) plants, and by
the construction of a new furnace in the
Villafranca de los Barros plant (Spain).

The cooperation with the official entities
which define the legal requirements for
the glass packaging industrial activity is
very important for BA. Transparency and
collaboration with these authorities has
allowed the company to comply with all
the legal obligations and to keep an open
relationship with the interested parties.

The continuous improvement of its
environmental performance is one of BA
commitments. In 2018, we also decided to
sponsor and join The Porto Protocol initiative,
which was launched in July with the Climate
Change Leadership Summit, an event where
the 44t President of the United States, Barack
Obama, was present. The purpose of The
Climate Change Porto Protocol is “to raise
awadreness that climate change is here and
that there are things we can do now to make
adifference”.

We have been engaged in transforming our
process into an environmentally friendly
operation, and that is testified by our
performance improvement in most of the
metrics over the last few years, although
there is still a lot to do and improve. At the
Porto Protocol we committed, by 2030, to:

use a minimum of 70% of electricity from
renewable sources;

reduce the use of natural gas by 10%,
replacing it with electricity;

reduce by 75% the usage of water to at
most 0.1 m3/ton;

increase the use of cullet at least by the
same % as the collection systems achieve;

decrease the CO2 emissions at least to EU
target levels;

work together with our customers and
suppliers to reduce the amount of
packaging in our final product;

publish the annual values of these
variables on the Porto Protocol website as
well as the BA Glass website.

These are commitments with which we have
been engaged for along time. Now we have
decided to make them pubilic.

Use da Minimum of 70% of Electricity
from Renewable Sources

Around 20% of BA's total energy consumption
is electricity. BA's long-term target is not only
to increase this share, by reducing the share
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of natural gas, but also to use most of the
electricity from renewable sources. In 2019, a
very significant investment in a photovoltaic
installation is planned for our plant in the south
of Spain. It will be the biggest roof installation
for self~-consumption in Iberia. This will be one of
BA's first big steps towards “‘green energy” and,
if it is as successful as we anticipate, it will be an
initiative that will be scaled up to other plants of
the Group. Adding to this, some of the countries
where we operate are sizeable producers of
renewable and carbon-neutral energy.

Neutral Carbon Energy share in the Total
Energy Produced [by country]

Portugal
Spain
Poland
Germany
Greece
Bulgaria

Romania

0% 60% 80% 100%

Reduce the Use of Natural Gas by 10%,
Replacing it with Electricity

Glass production is an intensive consumer

of energy, mainly natural gas, and BA has

a clear goal to continuously decrease

its consumption. BA has made several
investments in its facilities, applying the best
available technologies and implementing and

Sustainable Development

improving monitoring systems, making them
progressively more effective and efficient.In
the recent furnace rebuilds, the Group has
accomplished reductions of over 15% in the
furnaces’ operation per ton produced.

In 2018, despite the two furnace startups

in Iberia and one in Central Europe, overall
specific natural gas consumption has
decreased on average by 1.5%, a yearly
improvement that is satisfactory considering
our 2030 target. Despite the reduction of natural
gas consumption being partially achieved
through its replacement by electricity, overall
energy consumption has also improved by
0.8%. The investments planned for the coming
years, particularly in the new South East Europe
Division, which starts its investment cycle in
2019, have the reduction of energy consumption,
mainly of natural gas, as one of the key priorities.

Natural Gas Consumption
[Geal]

[kcal/kg melted glass]
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Total Energy Consumption Reduce by 75% the Usage of Water
[Geal] [kcal/kg melted glass] to at Most 0.1 m’lton
4,000,000 1450 . . .
During 2018, BA continued to develop actions
3,500,000 towards the decrease of water consumptionin
4000000 5 el 1400 jts plants. Two of the South East Europe plants
7o U ol had an abnormally high consumption, which
2,500,000 \ o~ [ 1350 Fesulted, backin 2017,in alarge increase in the
2000000 e IR | BA Group average water specific consumption
o =1 with the integration of this new Division. The
1500000 .| 1399 high values in these two plants were related
1600000 to water recycling inefficiencies that were
Y 1250 identified and measures were taken to start
500,000 drastically reducing their consumption. The
. | 1200 consumption in these plants was reduced by

S } — more than 40% in 2018 compared to 2017, but
2(030 2011 2 52 2?33 2?'84 2?'55 2(0'56 017 2018 . . . . .

5) 6 7 7 @ @ (8 (2 (2 there is still room to improve, as there is still a
large gap to be bridged to the best performing
plants in the Group. The consolidated value
in 2018 was 0.57 m? per ton of melted glass,
representing a reduction of 31% from 2017.

Water Consumption

[m?] [m3/ton melted glass]
Notes:
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Increase the Use of Cullet at Least by the
Same % as the Collection Systems Achieve

The use of recycled glass (cullet) in glass
production has a strong environmental
impact, as the replacement of raw
materials by cullet enables a decrease

in the deposition of waste in landfills, the
extraction of natural resources, the energy
consumption of the furnaces and the CO»,
S02, NOx and particles emissions. Glass is
100% and endlessly recyclable, which means
there are no material losses in its melting,
and there is no limitation in the number of
times it can be recycled.

The increase in cullet consumptionis a
challenging goal to achieve, not only due to
the difficulty in buying good quality cullet

at competitive prices, but also due to the
ineffective or non-existent collection and
selection systems in some of the countries
where we operate, which constrain the
introduction of recycled glass into the
composition of the glass we produce. In
some countries where the Group operates
there are not yet organized and efficient
waste collection systems, a fact that reduces
the possibility of recycling the bottles and
jars used by consumers. Still we are confident
that the systems will be put in place, as waste
generation is growing, and its elimination

is an expensive and complex process for all
local authorities.

Sustainable Development

The cullet used by our plants comes from its
own production activity, from the domestic
and imported post-consumption waste
and from the food and beverage producers’
facilities. The great difficulty in acquiring
cullet at competitive prices and quality
was, ds usual, the main constraint in 2018.
Anincrease in the cullet incorporation rate
was achieved in several plants, mainly in
South East Europe. In 2018, the overall cullet
usage increased by 1.3%, an achievement
that exceeded the growth of the average
collection rate in the countries where we
operate.

To increase the possibility of using more
recycled glass in its products, for the last two
decades the Group has been investing (and
will continue to invest) with success in its own
recycling facilities, and did so again in 2018,
spending half a million euros more. Currently,
and from the cullet bought across the

whole Group, 60% is cleaned in our facilities
(in Iberia, this rate grows to 99%), ensuring

a better level of quality, crucial in this raw
material.

The consolidated rate of cullet’s
incorporation in our 12 plants was 37% in 2018,
and in colored glass it was 51%. The average
level of glass collection for recycling in
Europe was 74% (according to FEVE), and BA
will continue to work in its countries, with the
aim to improve this level.
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External Cullet Consumjption [ton]

Specific CO2 Emissions Versus Cullet Usage Rate

[ton CO2/ton melted glass] [cullet usage rate (%)]
700,000
0,40 50%
600,000
0,38 45%
500,000 0,36 .| 40%
[l
0,34 | P -] 35%
400,000 ... o
0,32 | 30%
300,000 ...
0,30 .| 25%
200,000 .......... 0,28 .| 20%
0,26 ... 15%
100,000 ...
0,24 .| 10%
0
0,22 | 5%
20150 2016 201762 20180
0,20 0%

Decrease the CO2 Emissions at Least to the

EUTarget Levels

In the glass production process, COo

20150 2016 201762 20180

Work Together with our Customers
and Suppliers to Reduce the Amount

emissions result mainly from the combustion of Packaging in our Final Product

of the natural gas needed to melt the raw
materials and from the soda ash melting
losses in the form of CO».

In 2018, and because of the improvement of
natural gas consumption and the growth

of cullet incorporated during the melting
process, BA was able to reduce the CO9
emissions per ton of glass produced by 1.6%,
from 0.372 to 0.367 tons of CO».

The final product of BA is delivered to our
customers in the form of pallets of glass
containers. For that purpose, the most
significant secondary packaging materials
used are the plastic foil around the whole
pallet and the cardboard trays between

the layers of bottles or jars. Both materials
generate waste and one of BA's environmental
commitments is to explore and improve

[ specific emissions of CO2 (ton COg/ton melted glass)

@ culletusage rate (%)
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solutions with our customers and suppliers
that reduce the amount of packaging used,
eliminate part of it or reduce the material
content (an example is thinner plastic foil).

The closeness to our customers and deeper
understanding of their needs, namely
regarding their storage conditions and

the packaging requirements that suit their
filling lines, has allowed BA to, in some cases,
optimize its packaging solutions. In addition,
the investments that have been made in
recent years in warehouse expansions, mainly
in the new geographies, have improved the
storage conditions allowing a reduction of the
amount of plastic foil protecting the product.
The close cooperation with our suppliers has
been very important to find the best materials
for the required packaging solutions. Also, the
replacement of cardboard layers by returnable
plastic layers, that can be reused multiple
times, is alever to reduce the waste generated.

Although the secondary packaging may be
considered waste, all the materials used can
be recycled or reused if the proper channels
are used.

The reuse of wood pallets is managed by BA,
which returned in 2018 more than 2.9 million
pallets from its customers with an average
rate of reuse of 80%. The ones that are not
recovered by BA are reused by our customers
or delivered to our customers’ suppliers to be
reused.

Sustainable Development

In 2018, the consumption of plastic foil
and cardboard layers per ton of packed
glass produced reduced by 5% and 12%,
respectively.

Consumable Packaging Usage

10

Cardboard

Plastic foil
(units/ton packed)

(kg/ton packed)

Other Environmental Performance
Indicators

Internal Waste

All plant facilities within the BA group have
implemented a waste management system
whose purpose is to reduce the waste
generated and increase its recovery.

BA recovers the waste generated during
glass production (internal cullet), in the
electrostatic precipitators and in the water
treatment process (alreody mentioned

2018

2017



[ waste (ton)

@ Waste production (ton waste/ton melted glass)

BA 2018 ANNUAL REPORT

qbove). Overall, the rate of recovery for the
waste generated in its industrial process is
very high (around 99%).

In 2018, the two furnace rebuilds in Léon

and Gardelegen, and the new furnace
construction in Villafranca de los Barros
impacted the performance of the Group. The
specific rate of waste generated during 2018
was 147 kg of waste per ton of melted glass,
representing a slight increase over the rate
of 2017.

Waste
[ton] [ton waste/ton melted glass]
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350,000 1)
/ @ 014
300,000 ........... 1)
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However, the rate of waste generated in the
production activity, excluding construction
and demolition waste as well as the waste
recovered internally, was about 3.88 kg of
waste per ton of melted glass.

Generated Waste Excluding Internal Valuation
[kg/ton melted glass]

5
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Atmospheric Emissions

Emissions of Particles, Sulphur Dioxide (502)
and Nitrogen Oxide (NOx)

To comply with the regulation established in
the environmental licenses of each plant, BA
cadrries out periodic monitoring of the existing
sources. In three of the plants (Marinha
Grande, Venda Nova and Villafranca de los
quros), the monitoring of the NOx parameter
is performed continuously. In Villafranca

de los Barros, the particles and the SO
parameter are also now continuously
monitored.

All plants, except for Athens, which is
waiting for the construction permit, have
an electrostatic precipitator and low-NOXx

[ with construction and demolition waste

Hl Without construction and demolition waste
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content burners. The Germany plant has a NOx Emission
catalyst system to reduce the NOx emissions. [kg] [kg/ton melted glass]

In 2018 the group continued to invest in
the improvement of its environmental — o
performance by adopting the best available
technologies such as the installation

of a candles filter in the new furnace in
Villafranca de los Barros for particles and a
lime introduction system for SO5. For this new
furnace BA has also installed a continuous
monitoring system for three parameters:
Particles, SO and NOx.

The year 2018 was marked by the successful
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introduction of improvement actions aiming
to decrease the NOx and SO2 emissions.
With regard to particles emissions, we didn't  Particles Emission

that the Plovdiv and Athens plants do not yet

have a particles reduction system.

improve against 2017, affected by the fact [kgl [kg/ton melted glass]
250,000 0,10
200,000 0,08

$O2 Emission

k kg/t Ited gl

[ g] [ g/ onmettedy GSS] 150,000 ... 0,06

1,500,000 1,00
100,000 ... 0,04

1,200,000 | “Y~Jdb- Al -1 - 0,80
50,000 ..... ... 0,02

900,000 .4l (LM e -l 0,60
0 __0,00

600,000 .| (LM D Tl 0,40

2015k 2016 201762 20182
300,000 .{1 1L TR L1 0,20
0 __ 0,00

20150 2016 201762 20182

® kg/ton melted glass

kg

® kg/ton melted glass

kg









BA 2018 ANNUAL REPORT

Business Risks

The use of arisk assessment methodology
allows the identification of exogenous and
endogenous factors that can have a very
significant influence on BA Glass profitability,
being an integrant part of its management
process and sustainable development.

By analyzing the critical points, potential
situations of value destruction or creation
can be identified, leading to decisions and
actions to avoid, mitigate or even leverage
the business risks.

These risks and how to deal with them are
described in management procedures,
emphasizing the procedure of "Crisis
Management”, where the rules and
responsibilities of communication in case
of exceptional events are specified. All the
established procedures and management
practices are regularly reviewed and
optimized, with the collaboration of all areas
involved in order to ensure the continuous
improvement of processes and reduction
of potential risks and/or their impact on the
group business and sustainability.

Based on these principles and
methodologies the following risks were
identified, evaluated and mitigated:

Glass Packaging Industry Evolution: the
group’s business depends intrinsically on the
level of consumption of glass packaging in the
markets, the level of confidence of economic
players in that market and on the products’ life

cycle. The constant and growing innovation
and development of new solutions/alternatives
to the glass packaging is also a factor that can
add uncertainty to the customers and markets
where the group operates.

BA Group customers include some of

the world’s well-known companies in the
segments of Wine, Spirits, Food, Beer and Soft
drinks, with an important reputation in their
local markets and across borders. The group's
exposure to this risk is naturally mitigated by
its diversified presence in several customers,
segments and products. Additionally, its
geographical diversification minimizes

the potential impact that an unfavorable
evolution of a given market could bring.

The glass packaging industry has proved to
have a significant resilience to the macro-
-economic cycles and, in some segments,
has been experiencing a slight growth even
in periods of economic recession.

Customer Habit Risk: a significant change
in the preferences of the final consumer
may lead, ultimately, to the disappearance
of brands in the market, for which the
group produces glass containers. Events of
customer concentration could also have a
significant impact on the group, in terms of
business volume and profits.

BA Glass strives to diversify its customer
and market portfolio. In 2018, the 30 largest
customers accounted for 49% of the total
sales, and levels of concentration in any
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given customer below what could represent
a high risk for the continuity of the business. A
significant share of these largest customers
is multinational companies with presence

[ operations in several countries which
mitigates the impact of specific changes on
consumption habits.

Customer Credit Risk: given the worldwide
economic context, the group cannot rule
out the possibility of having one or more
customers disabled to honor certain
contracts due to financial distress.

The management of credit risk related to
customers and other receivables is carried
out in such a manner that minimizes the risk of
non-receivables in the customers’ portfolio.

BA Glass has access to an international
database of credit risk analysis which

is used to define its credit policy and
monitor possible changes in the risk of
non-receivables from its customers. This
information is complemented with the
assessment of the customers’ account
managers. The hon-recourse factoring is
atool that the group can use to anticipate
receivables and eliminate their risk.

The group does not use credit insurance

for managing the credit of its customers

on arecurrent basis, due to the fact that BA
Glass customer portfolio presents a very low
probability of bad debt. In situations of higher
risk, namely in the exports, BA Glass uses
export letters of credit.

Sustainable Development

The customer credit management policy has
shown effectiveness in its results. In the last
five years the bad debts represented less
than 0.05% of the group’s consolidated sales.

Risks Related to Suppliers: should some of
the group’'s main suppliers of raw materials
declare bankruptcy, or experience lack of
capacity to respond to the group’s needs, or
have quality problems, or any other incident
disrupting its business, BA’s operations could
be significantly impacted, leading to additional
costs or even impossibility to manufacture.

The group has built a large base of suppliers
in different countries for its raw materials,
materials for production support and other
equipment. The 20 biggest suppliers together
accounted for 36% of the total consolidated
purchases in 2018. Additionally, BA Glass
closely monitors the quality and reliability

of the products from its suppliers as well as
their operations in order to guarantee that
the value chain is assured and anticipate any
potential disruption.

Risks Related to Energy Price and Power
Cuts: the natural gas and electricity supply
are vital for the operational activity of BA
Glass. These sources of energy represent, on
average, 24% of the total costs of the group. A
substantial increase of the energy price could
boost the operational costs of the group, with
a strong negative impact on its profitability.
On the other hand, the slight possibility of
experiencing a power cut for longer than 24
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hours could lead to a total disablement to
manufacture in the affected plants.

The natural gas contracts have an underlying
formula that allows the adjustment of

price in accordance to the variation of
parameters which influence the gas price in
the international markets (the exchange rate
EUR/USD and the price of the brent). The Group
does not have as a policy to carry out risk
coverage contracts, regarding energy price
variations, thus the group is exposed to positive
or negative variations of the market. However,
part of the energy price variation is reflected on
the sales price, sometimes with atime delay.

The group has contracted with its suppliers,

in the different countries of its plants, energy
supply assured uninterruptedly. Additionally,
contingency plans are in place to ensure the
functioning of the production units for a certain
period of time, until the power is supplied again.

Risks Related to Operational Stoppage: the
glass packaging manufacturing process is
significantly capital-intensive and implies a
permanent use of the furnaces and specific
equipment for that purpose. A stoppage of a
furnace in order to perform a non-planned
or extraordinary repair work impacts
significantly the operational results of the
group, due to both the repairing costs and
the resulting production losses.

There is a detailed investment and repair
plan for each furnace, which is periodically
reviewed by an internal technical team,

based on periodical inspections of the
furnaces. A set of preventive and corrective
measures, intended to lengthen the life of the
furnaces and prevent extraordinary events,
are included in their normal operation.

The group has contracted an all-risks
policy which assures compensation for lost
edrnings, in case of accident.

Risks Related to Inorganic Growth: as part
of its growth strategy, the group made, and
envisages in the future, acquisitions of other
companies, entailing risks such as:

[il inaccuracy of business plans and
consequent companies’ valuation based
on assumptions which may prove incorrect,
especially in respect to future synergies
and forecasts of the market evolution;

[ii] failure in integrating the acquired
companies, their employees and
technologies;

[iii] inability to retain some key employees,
customers or suppliers of the acquired
companies;

[iv] the group may be forced to keep
contractual relationships with costly and/
or unfavorable conditions;

[v] the increase of the group’s debt to
finance these acquisitions or refinance
the debt of the acquired companies.

All acquisition projects are analyzed within
severadl scenarios, including the most
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pessimistic ones, in order to evaluate
theirimpact on the target companies

and establish realistic boundaries for

their valuation. Strategies are designed to
overcome those worst case scenarios from
the beginning of the acquisition in a way
that all necessary measures will be taken to
minimize the impact of such events.

On an annual basis, the real development is
tracked against the original business plan to
validate the strategy initially defined at the
moment of acquisition, evaluate the need for
adjustments and learn for future acquisitions.

The Mergers & Acquisitions team is closely
involved in the group’s operations, in order
to have a more thorough knowledge of
the business and take into account all the
relevant variables when analyzing new
acquisition opportunities.

Risks Related to the Internationality of
the Business: the internationalization

of the group forces it to be exposed to
the economic, political, fiscal, legal and
environmental risks of several countries.

The group relies on the expertise of its
financial, tax, legal and labor teams which
permanently analyze, monitor and anticipate
changes in the legislation and labor subjects
of the several countries where the group
operates, using external specialized support
to overcome more complex matters,
whenever is needed.

Sustainable Development

The group’s exports are generated mostly in
markets of the European Union, concentrated
in countries where the company has already
large experience in how to operate and with
customers with good risk profile.

Risks Related to Competition: the main
competitors of the group are: Owens-lllinois,
Verallia, Vidrala, Ardagh, among others with
small presence in the market. The group
faces significant competition from those
glass container producers, as well as from
the makers of alternative forms of packaging,
such as aluminum cans, plastic containers
and cardboard packaging. Competition is
based mainly on price, innovation, quality,
delivery and customer service as a whole.
Decisions from competitors could result

in excessive capacity in certain countries,
leading to significant price pressure in the
packaging market, and consequently a
strong impact on profitability.

Innovation and product development
represent the two major challenges for the
group, and the strong focus on those aspects
is what enables it to remain competitive. In
2018, BA Group developed 272 new products
and launched 119 new products in the market.

On a continuous effort to maintain

the technology of its operations at the
industry’s forefront, in order to answer
and even anticipate the market needs,
the group regularly makes investments
onrefurbishments and on its operating

@



BA 2018 ANNUAL REPORT

structure, that are significantly above the
industry average, aiming for a superior
quality and flexibility levels.

The rising international exposure that the
Group has been pursuing also aims to seek
for new markets, diluting the competitive
pressure in some of the markets where BA
Glass operates.

Interest Rate Risk: the group is exposed to
the risk of changes in market interest rates
due to the existence of assets and liabilities
negotiated with fixed or floating interest rates.

As a standard rule, the group does not

use hedging of interest rate risks as the
management controls closely the leverage of
the group by following closely the level of Net
debt [ EBITDA keeping it on levels considered
to be conservative, as well as the level of
EBITDA [ Interests guaranteeing those do

not reach values that can imply risks to the
financial stability of the group. Keeping these
two indicators under strict control and under
certain limits lowers significantly the risk to
interest rate fluctuations.

Foreign Exchange Risk: the group is exposed
to exchange rate risks due to its share of sales
and purchases in currencies different from the
Euro.The changes that occur in the exchange
rates can have an impact in the group in terms
of direct competitiveness of the subsidiaries in
their markets as well as in the Group balance

sheet by the consolidation of subsidiaries with
currency different than euro.

The group's activities performed in currencies
other than euro account for a small
percentage of the total activity and almost
all those transactions allow to have natural
hedging of cash flows between currencies.
Sales other than Euro (in the subsidiaries)

are of 18% of total revenues and purchases
account for 28% of total purchases (21% of
total revenues). In Bulgaria, the stability of the
exchange rate is very high, which decreases
the impact on the Group balance sheet by
the consolidation of the companies based in
this country.

Liquidity Risk: in order to finance its own
investments and operational activity, BA
Glass has to contract debt with financial
institutions.

The group’s profitability has enabled it

to continuously ensure healthy equity/

debt ratios, ensuring that the cash-flows
generated by the business enable the regular
repayment of its debt to keep it at safe levels.

BA Group works with the largest banks in the
local markets where it operates, in order to
create local relationships. There is a wide
diversification of its debt portfolio, to avoid
an excessive dependency on any specific
financial institution. The group always keeps
partially unused overdraft lines in order to
face the constraints that could arise from an
unforeseen event.

@
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Legal Risks Related to Disputes: there are
no arbitration, judicial or governmental

proceedings that may have a meaningful
impact on the accounts and present a risk.

All disputes are periodically analyzed by the
group’s legal department. When necessary,
and in accordance with the international
accounting standards, provisions are
created to surpass potential risks which may
arise from disputes. At the date of this report,
there are no outstanding cases which could
have a meaningful impact on the equity and
financial structures of the group.

Industrial Intellectual Property Risk: the
group possesses all the necessary licenses for
the use of all the technology and equipment
needed in order to carry out its activity.

Property, Industrial and Environmental
Risks: the group’s properties, plants and
equipment are exposed to various risks: fire,
explosion, natural disasters, system failures,
pollution, non-compliance with the legal
limits of emissions, among other factors.

Periodic audits to the safety systems against
fire and intrusion and even to the control
systems at the plants are performed. With
the objective of minimizing this risk, there are
several simulations that BA Glass performs
on aregular basis to test the emergency
plans in the case of fire, unanticipated power
cut and even glass leakage.

Sustainable Development

BA Group regards environmental
considerations as anintegrant part of its
overall management, having implemented
an Environmental Management System,
certified according to 1SO 14001 (with the
exception of Gardelegen and Athens plomts).

Gardelegen plant in Germany is certified by
ISO 50001 - Energy Management, supporting
the plant to use energy more efficiently,
through the development of an energy
managment system.

On a daily basis, all plants of the group

are focused on the minimization of the
environmental impact of its activities
(reduction of the air and noise pollution)

and on the promotion of a rational use of

the resources, by setting, annually, actions
aiming to increase the glass recycling,
rationalization of water consumption, energy
and raw materials and the weight reduction
of the containers produced.

Itis imperative to highlight that all assets

of the group have insurances guaranteed
by well-known insurance companies in the
market, offering a guarantee of solvability
in case of accident. On a regular basis, BA
Glass performs, together with the insurance
companies, audits to the risks in order to
execute improvement plans and reduction
of property risk. Adding to this, BA Glass

also has insurances that guarantee the
compensation in the case of business
interruption, in order to minimize the impact
of possible accidents.

@
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BA Group

over 100 years
of history
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Incorporation Introduction of Automatic Start of Operation
of Barbosa & Alimeida Technology atthe Avintes Industrial Unit

2008 2012

Acquisition Acquisition
of Sotancro of Warta
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1
1993 1998 1999
Acquisition Start of Operation Acquisition
of CIVE atVillafranca de los Barros of VidrieraLeonesa

Industrial Unit

2016 2017
Acquisition Acquisition of 25% Acquisition
of HNG Global Anchor Glass of Yioula
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Glass Packaging

manufacturing

Glass
Composition

At this stage, all raw materials
are stored, measured and
mixed to create the mass
composition to be vitrified,
which will be brought to
furnaces where fusion

will take place. The basic
composition of glass
packageis:

silicon Dioxide (Si05) 70> 72%
Sodium Oxide (Na0) 12> 14%
Calcium Oxide (Ca0) 9> 11%
Magnesium Oxide (Mgo) 0> 3%
Aluminium Oxide (Aly03) 1> 2%
Potassium Oxide (K20) 0>1%

This composition incorporates
treated used glass, ground
glass wastes from internal
and/or external recycling.

Raw Materials
Fusion

At the refractory furnaces,
the material fusion is
processed at a 1,500

to0 1,600°C temperature.

The liquefied glass moves
along the large container
under gravity action of the
dropping material and goes
through a “tuning” stage,
where thermal homogeneity
of the whole melted mass
has to be guaranteed, as itis
a crucial condition to obtain
a product of quality.

process

stage

3

—

Glass
Forming

There are two stages in

the moulding process of a
piece:in the first one, glass is
introduced in the start mould
located at one of the sides of
the machine, where it takes
its first shape (pre-form); in
the second stage, the pre-
-formis transferred into the
final mould located at the
opposite side of the machine,
where the final shape is given
to the piece.
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Annealing and
Surface Treatment

During the moulding process,
the glass is in contact with
the mould walls, which are at
relatively low temperatures.

As such, the external layers
of the pieces are much
colder than the internal
ones, and this temperature
differential tends to be kept
due to the poor conductivity
of glass, therefore a thermal
treatment, called annealing,
is performed. This treatment
consists of athermal
homogenisation of the whole
glass mass, eliminating thus
all tensions.

Inspection and
Quality Control

After concluding the
annealing procedure,
the pieces dare taken into
automatic inspection
machines that through
several defect detection
mechanisms dispose of
faulty pieces.

stage

Packaging

At the production line end,
glass packages are grouped
together by layers in pallets.

These are covered with plastic
film to protect each unit and
make transport easier; these
packages are then shrinked
in an adequate furnace,

and afterwards pallets are
conveyed to the storage area.
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www.baglass.com

BA Glass B.V.

Prins Bernhardplein 200

1097 JB, Amesterdam — The Netherlands
babv@baglass.com

BA Glass Portugal, S.A.

Headquarters / Marinha Grande Plant [2] Venda Nova Plant [3]

Avintes Plant [1] Travessa da Liberdade Rua Vice-Almirante Azevedo
Avenida Vasco da Gama, 8001 2430-229 Marinha Grande Coutinho, 1, Venda Nova
4434-508 Avintes — Portugal — Portugal 2700-843 Amadora — Portugal
T.+351227860500 T.+351244575200 T.+351 214967500

F. +351227860501 F. +351244575201 F. +351 214967509
baglass@baglass.com baglass@baglass.com baglass@baglass.com
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adresses &
geographical
location

BA Glass Spain, S.A.U.

Villafranca Plant [4] Le6n Plant [5]

Poligono Industrial Carretera de Zamora, km 6
‘Los Varales’, s/n Apartado 368,24080 Léon
06220 Villafranca de Los — Spain

Barros (Badajoz) — Spain T.+34 987218270

T.+34 924527812 F. +34 987212459

F. +34 924527813 baglass@baglass.com

bavfb@baglass.com




BA 2018 ANNUAL REPORT

BA Glass Germany,
GmbH

Jedlice Plant [7]
Gardelegen Plant [6] Jedlice
Dr.-Kurt-Becker-Str.1, 46-040 Ozimek — Poland
39638 Gardelegen — Germany T.+48 774005540
T.+49 3907775780 F.+48 774005545
baglass@baglass.com jedlice@baglass.com

Sierakéw Plant [8]

Ul Poznanska 35

64-410 Sierakéw — Poland
T.+48 612955220

F.+48 612955202
sierakow@baglass.com

BA Glass Poland,
Sp.zo.0.

Headquarters
Ulica Ostroroga, 8/1

60-349 Poznan — Poland
T.+48 612227010
info@baglass.com

BA Glass Greece, S.A.

Athens Plant [9]

5 Orizomilon St.

122 44 Egaleo (Athens) — Greece
baglass@baglass.com

BA Glass Romania, S.A.

Bucharest Plant [10]

45 Theodor Pallady Blvd.,

3rd District

032258, Bucharest — Romania
T.+40 212018500

F. +40 213451023
baglass_bu@baglass.com




SUSTAINABILITY REPORT * Addresses & Geographical Location

BA Glass Bulgaria, S.A.

Sofia Plant [11] Plovdiv Plant [12]

Ulica Prof. lvan Georgov, 1 Ulica Georgi Benev 15
1220 Sofia — Bulgaria 4003 Plovdiv — Bulgaria
T.+359 29216551 T.+359 32908500

F. +359 29311247 F.+359 32964172

baglass_so@baglass.com baglass_pv@baglass.com
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Commercial
Offices

Madrid Office

Calle Alberto Alcocer, 46-B
Planta 8 — Oficina C

28016 Madrid — Spain
T.+34 914583680
comercial@baglass.com

Levante Office

Calle Progreso, 25

30500 Molina de Segura,
Murcia — Spain

T.+34 968641073
comercial@baglass.com

Barcelona Office

C/ Josep Viceng Foix, 1Baixos A
08720 Vilafranca del Penedés

Barcelona — Spain
T.+34 938175286

F.+34 938910978
sventura@baglass.com

Rioja Office

Avda. Del Pilar, 1,1° A (Dtcho)
26500 Calahorra, La Rioja

— Spain

T.+34 941136573

F.+34 941136569
comercial@baglass.com

Andaluzia Office
Ctra.de la Esclusa, 11
Edificio Galia Puerto
Planta 19, oficina 11

— Centro de negocios
41011 Sevilla — Spain
T.+34 954996109

F.+34 955658239
jcaballero@baglass.com




Legal Deposit 407569/16

ISSN 2182-8741

Concept [ Desigh www.godesign.pt
Print Lidergraf






- '
S sy,


















































































NCWELLY

l‘.‘.-'-;.-':_— o

\\\\\\\\\\\\\\\\wnn-. |

< q
//////////////ﬁ/ o m\\\\\\\\\\\\\\\\§






