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Balta is aleading producer of textile
floor coverings. With a consolidated
revenue of €671m and 3.926 employees,
its products are manufactured in 9
locations and sold to 126 countries
globally.

THE GROUP
at a glance

REPORTING SEGMENTS

RUGS RESIDENTIAL COMMERCIAL NON-WOVEN
= - Py
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Balta has four reporting segments:

* Rugs: woven and tufted area rugs, under the
Balta home brand.

* Residential: wall-to-wall carpet and carpet
tiles for private use, through the brands Balta
carpets, ITC and Bdlta carpet tiles.

« Commercial: wall-to-wall carpet and carpet
tiles for commercial use under the brands arc
edition, Bentley and modulyss.

* Non-Woven: needle felt, carpet backing and
technical non-wovensunder the Captigs brand.

Our traditional core markets include the United
States, the United Kingdom, Germany, France,
and we have a significant presence in Central
and Eastern Europe.

Revenue 2019
per reporting segment

29% 4%
32%
REVENUE

35%

Adjusted EBITDA 2019
per reporting segment

54% 3%

ADJUSTED

EBITDA
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RUGS
Balta home

Segment position’ N°1in Europe, N° 2 worldwide
and a leader in the outdoor rugs segment in
the United States.

Production plants: Three in Belgium (Avelgem,
Sint-Baafs-Vijve and Waregem) and two in
Turkey (Usak).

Distribution centres: Two in Belgium (Avelgem
and Sint-Baafs-Vijve), onein Turkey (Usak) and
two in the USA, Rome and Savannah (both in
Georgia).

Distribution channels: major intemational etailers
(such as home improvernent, furniture, specialists,
discount and DIY stores),

e-commerce players and wholesalers, with
whom we have long-lasting relationships.
Brands: Line A%, Berclon®, Papilio®

Websites: www.badlta-home.com and www.
papiliorugs.com

Balta home is a global player in machine-woven
and tufted rugs for indoor and outdoor use.

An experienced development team is
continuously working on new market-oriented
collections, designs and colours to meet the
requirements of all customers.

1 Manogement estimate

Balta home, with its state-of-the-art production
facilities in Belgiurm and Turkey and distribution
centres inthe USA, is well-known throughout the
world for its creativity, know-how, innovation,
quality, service and broad product range.

We acquired the handmade and natural rugs
collection of the Papilio® brand. Internationally
known for its innovative, stylish design rugs, we
are building Papilio® as a new brand within the
Balta home division.

Papilic® handcrafted rugs form a complementary
range. They are designed in Belgium in close
consultation with our customers and hand-
crafted in different countries around the world
such as India and China.

RESIDENTIAL

Balta carpets and ITC

Segment position”: Leader in Europe with top
positions in the UK (Balta carpets), Germany
and Central Eastem Europe (ITC).

Production plants: Sint-Baafs-Vijve and Tielt
in Belgium.

Distribution centres: Sint-Baafs-Vijve and Tielt
in Belgium.

Distribution channels: major retailers and
wholesalers, such as specidlised carpet, home

improvement and furniture chains, DIY stores,
independent retailers and carpet fitters.
Brands Balta carpets: Stainsafe?, Leonis®,
X-Tron®, Made in Heaven®, Woolmaster®
Brands ITC: Satina®, Imprel®, Odyssey®, Wild
Luxury®, Amaize®

Websites: www.balta-carpets.com and www.
itccarpets.com

Balta carpets is the European leader in the
production of tufted and woven polypropylens
broadloom carpet. The European market is
predominantly renovation-driven and to alesser
extent driven by new-build. The key market is the
United Kingdom, one of the largest residential
carpet markets globally, with a strong traditional
preference for carpets as a flooring solution;
here we believe we are leader by volume,

ITC is the European leader in the production
of tufted broadloom polyamide carpet and
produces high-quality products for premium
residential applications in which creativity,
design, appearance, durability and resistance
to wear are important. All quality and safety
aspects are certified by independent bodies
such as PRODIS, GUT and TUV.

THE GROUP AT & GLANCE



Balta carpet tiles

Production plant and distribution centre: Zele
in Belgium

Distribution channels: major retailers and
wholesalers, such as specialised carpet, home
improverment and furniture chains, DIY stores,
independent retailers and carpet fitters.
Brand: LCT® First (Luxury Carpet Tiles)

With Balta carpet tiles, we offer awide range of
multi-functional Luxury Carpet Tiles (LCT® First)
for use in homes. The use of modular flooring
inthe home is clearly on the rise due to being
easy to handle, fit and replace. Unique laying
patterns and exciting combinations are also
made possible through these carpet tiles.

COMMERCIAL

Modulyss

Segment position’: N° 3 in Europe.

Production plant and distribution centre: Zele
in Belgium.

Distribution channels: architects, designers,
contractors and distributors (offices, education,
health care and hospitality).

Brands: Modulyss®, LCT Pro®

Website: www.modulyss.com

Modulyss designs and manufactures modular
carpet tiles for international contracts and
targets architects and designers looking for
high-quality, trend-focused floor coverings.
Thanks to the sophisticated manufacturing
process, modulyss carpet tiles offer exceptional
performance and design. Available in a variety
of colours, structures and pattems that enhance
creative possibility, modulyss carpet tiles are the
ideal solution to give afloor style and exclusivity.
The demand is mainly refurbishment-driven and
to a lesser extent, new-build.

BALTA ANNUAL REPORT 2019

Bentley

Segment position': a leader in the premium US
commercial segrment.

Production plant and distribution centre: Los
Angeles in the USA.

Distribution channels: architects, designers and
contractors [offices, education, health care and
hospitality).

Brand: Bentley®

Website: wwwhbentleymills.com

2019 has proven to be a year of evolution for
Bentley®. As the brand cements its identity and
heritage through unparalleled products, programs,
and platforms; the past year has also unveiled a
broader grasp of expansion and inclusion.

For more than 30 years, the Bentley identity
- style, service, quality and partnership - has
been the driving force behind Bentley. Backed
by an industry-leading design team recognised
for consistent innovation, Bentley is a leading
producer of award winning, premium carpet tile
and broadloom for commercial interiors.

Bentley is an iconic brand, chosen by specifiers,
architects, designers and end users. Its success
is driven by long-term support of the design
community, a focus on sustainability and a
broad product offer for its end user clients.
Bentley's impressive growth s fuelled by significant
investrnents in its highly efficient LEED (Leadership
in Energy and Environmental Design) Gold
production facilities.

Bentley continues to broaden its horizons with
the launch of a loose-lay VT product for the
commercial segment. This addition to the
VT offering puts Bentley in a position to be a
competitive force in the hard surface arena.

As Bentley begins to partner and pair with
the modulyss product line, it recognises and
includes modulyss within marketing signatures
and collateral. This marks the collaboration in
developrment between these two elite brands.

arc edition

Segment position’: one of the leaders in Europe,
with a top position in Central Eastern Europe.
Production plant and distribution centre: Tielt
in Belgiurm.

Distribution channels: commercial customers
(including offices, education, health care and
hospitality), specialised retail groups and
wholesale.

Brand: arc edition®

Website: www.arcedition.com

Arc edition provides innovative high-quality
wall-to-wall carpet for commercial environments,
enabling flooring professionals, architects,
designers and specifiers to explore the creative
potential of performance flooring. Through the
service collection, the brand provides a wide
choice of in-stock carpets suitable for use in
demanding commercial environments, as well
as the freedom of bespoke Chromojet-printed
carpet,

NON-WOVEN

Captigs

Segment position”: European mid-level player.
Production plant and distribution centre:
Qudenaarde in Belgium.

Distribution channels: specialised B2E converters,
event organisers and traditional distributors.
Brand: Captigs®

Website: www.captigs.com

Captigs is a key European producer of technical
and residential needle punched non-wowvens,
rmade from virgin and recycled polypropylens
and polyester staple fibres. Captiqs offers
durable, non-woven solutions for a wide variety
of applications such as automaotive, buildings,
events, insulation, lining, carpet backing and
advertising banners. Through innovation and a
dynamic approach, it produces needle-punched,
breathable, bonded non-wovens to meet its
customers' needs.

Qur polypropylene-related business is vertically
integrated to offer control at every stage of
the production process, from raw material to
finished non-wovens. All of our operations are
compliant with both the 1SO2001 and ISO14001
management systems.

THE GROUP AT & GLANCE




Our flooring solutions

| MARKET SEGMENTS DISTRIBUTION CHANNEL

CORPORATE Architect & Designers
HOSPITALITY Contractors
EDUCATION Direct business

PROFESSIONAL

HEALTHCARE Fitters
GOVERNMENT Wholesale
RETAIL Retail Groups

EXHIBITIONS & EVENTS
AUTOMOTIVE
BUILDING

Event Organisers
Stand Builders

COMNSUMER

}: BALTA ANNUAL REPORT 2019

Corverters
GEOTEX

PRINTING
BACKING

Floorcovering Producers
Digital Printers

Wholesale

Independent retail

4 Buying Groups
DIy
Fumniture store
Wholesale
\_ Independent retail

Dry

Furniture store

Online

| REPORTING SEGMENTS | BRANDS PRODUCTS

COMMERCIAL

Bentley Mills

NON WOVEN

RESIDENTIAL

It

LCT

RUGS

Balta home

Papilio®

Carpet tiles

Broadloom carpet

VT
Broadloom carpet

Needle felt

Broadloom carpet (PP)
Broadloom carpet (PA-PES)

Machine wowven area rugs

Machine wowven area rugs

THE GROUP AT & GLANCE TI\



@ 3,926

Total number of employees (31 December 2019)

Murmber of nationalities

14

Countries we sell into

‘;.7

-§- 1,003 ,1 00 m?2

Tatal manufacturing footprint = 200 football pitches

& €671m

*
-

A ==

61.150

BELGIUM Solar panels on 5 factory roofs in Belgium
SINT-BAAFS-VIIVE

(head office)
33.7 ha 67

Factory roof Football pitches

USA
SAVANMNAH, GA

@ 12.6 million kWh per year

gw The electicity consumption of 4,600 Belgian families

AVELGEM

TURKEY

USAK (-(\-) -5.05 million kg

[u! CO, per year

USA
LOS ANGELES, CA

USA
ROME, GA

/12 /' BALTA ANNUAL REFOAT 209 THE GROUF AT A GLANCE K



SECTION I:

Management Report

We are pleased to report to you on the consolidated operations
of LSF9 Balta Issuer S.a r.l. (“The company"” or “Balta Issuer” or
"Balta") and its subsidiaries (“the Group"”) with respect to the
period ended on 31 December 2019.

I.1. HISTORY OF THE COMPANY

LSF? Balta Issuer S.arl. (“The Company”) is
a private limited liability company (société &
responsabilité limitée) incorporated on June 22
2015 under the laws of Luxembourg as a public
limited liability company (société anonyme).
The Company has its Registered Office in 15,
Boulevard Friedrich Wilhelm Raiffeisen, L-1882
Luxembourg and is registered in the R.C.5.
Luxembourg with number B198084. The Company
was established for the principal purpose of
holding and financing the Balta Group.

On June 14 2015, LSF? Balta Investments S.darl, a
subsidiary of the Company, entered into a sale
and purchase agreement to purchase from Balta
Luxembourg S.arl. (the “Seller”) all of the issued
and outstanding share capital of Balta Finance
S.arl. ("Balta Finance”), the former parent entity of
the Balta Group and its subsidiaries, and certain
intercompany loans between Balta Finance (as
borrower) and the Seller (as lender). The closing
of the acquisition of Balta Finance was reached
on August 11 2015 (“completion Date”).

On June 14 2017, The Company’s corporate form
changed from S.A. (société anonyme) to S.arl.
(société & responsabilité limitée).

The Balta Group was founded in 1964 in Belgium.
In more than 50 years since its foundation, it has
grown into one of the largest European soft-
flooring companies, producing rugs, residential
broadloom, commercial broadloom, carpet tiles

BALTA ANNUAL REPORT 2019

and non-woven fabrics for the European and
international markets,

On March 22 2017, the Group acquired 98.39%
of the Bentley Group of companies, a leader in
premium commercial tiles and broadloomcarpets
for commercial interiors in the US market. On
May 31 2017, the Group acquired the remaining
shares of Bentley and gained a 100% control
over Bentley as of that moment.

LSF? Balta Issuer 5.4 rl. was a wholly-owned
subsidiary of LSF? Balta Midco S rl., which was
in tum controlled indirectly by Lone Star Fund [X.

On May 30 2017, LSF? Balta Midco Sia rl. through
intermediate holdings, contributed the Group
in a newly Belgian created company Balta
Group NV which became the sole shareholder
of the Company. The new Parent company, Balta
Group NV, is publicly listed on Euronext as from
June 14 2017

I. 2. HIGHLIGHTS AND KEY FIGURES

Balta Issuer delivered full year 2012 consolidated
revenue of €671.2m, up 3.9% versus 2018 and
Consolidated Adjusted EBITDA of €74.3m, down 5.7%
year onyear ona like-for-like basis'. Consdlidated
Adusted EBITDA margin of T11% was downfrom 12.2%
the year before on a like-for- like basis', reflecting
the lower marginin our Rugs division, partly the result
of negative one-offs, which were not fully offset by
the solid Adjusted EBITDA growth in Commercial
and Residential.

1 Becluding impact of IFRS 14

{€ millicn} 0% 8 Difference
Revenue &71,2 6462 50
Adjusted EBITDA 75,3 1 22
Adjusted EBITDA Margin ik 2% (T bps
Adjusted Operating profit® 7 7 {500
Operating profit / (loss) 280 320 {500
Profit / loss for the period 04 72 32

1 Non=-GAAP measures as defined in Note 1.25

2 Adjusted {Operation) profit / {loss): Reported figures excluding integration and restructuring expenses.

The net result for the period in 2012 includes a net
€3 9m impact from non-recuning items, cormpprised
of the recognition of previously unrecognized tax
losses, offset by the net of tax integration and
restructuring expenses of £5.6m,. In the absence
of such events, the nomnalized profit for the period
would have been €6.5m. Similarly, the profit for
the period in 2018 includes a net non-recurring
benefit of €56.3m resulting in a normalized net
profit of €10.4m.

Reported Net Debt at the end of 2019 of €313.7m
includes a €44.7m IFRS16 impact. The reported
figure in 2018 was €25612m without IFRS16 and is
not comparable. Leverage has increased from
3.6x at the end of 2018 to 4.0x on a like-for-like
basis', mainly as the result of the lower Adjusted
EBITDA. Our Net Debt (before impact IFRS16)
increase of €/1m is full explained by the non-
recurring NEXT advisory fees and capex related
to NEXT. Furthemnore, we want to stress that Note
25 includes IFRS16 impact.

Decembser 31, 2019 December31, 20018

(€ million) Hon-current Current Total Hon-current Current Total
Senior Secured Motes =20 34 354 230 34 25
Senior Term Loan Fodility - ne 349 349 o0 38
Barnk and cther borowings ns 13 i) 122 13 TS
Less Cash and Cash equivalents - ("2 g3 - (245 (26,5)
Adjusted for capitalized financing fees 29 20 59 59 21 70
Het Debt [excl. IFRS1S impoct) 2465 225 24690 2821 (20,2 9
Adjusted EBITDA (exd. IFRS1E] 66,8 721
Leverage & O k¥
0 0

IFRS ¥ impaoct 3 T4 557 0
Reported Net Debt |9 %8 37 282 (20,2} 2819
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I. 3. BUSINESS REVIEW

(€ million, unless otherwise mentioned) FY Lfl IFRS1& LAl FY FY % Change o'w o/w o/w
2018 Impact 2018 2019 L organic Fx IFRS %
growth

Rugs 1983 1983 N30 T
Commercial 48 48 254 ar%
Residential 2043 2043 A i1
Mon-Woven 7 247 81 LIy
Consolidoted Revenu 6646.2 6646.2 &m.2 1% 2.6% 13%
Rugs e 1 0 |-x: {52 21 L0%
Commercial 04 1] L4 404 B WI%
Residential nz 04 nsa 150 75% Iy
Mon-Woven 24 oo 24 21 HETA: ] 0%
Consolidoted Adjusted EBITDNA 721 &5 T8.8 .3 (5.7)% (Ta&)% 18% 8%
Rugs 141% WaL w%
Commercial 14.27% Wi jri:
Residential C&% CT% %
Mon-Woven a9% a9 73%
Consolidoted Adjusted EBITDA Margin n% 12.2% 1%

1 Like-for-like IFR5% adjustment on FY 2018 Adjusted EBITDA

Rugs

In Rugs, full year Revenue of €213.0m was up
T4% year onyear. From a regional perspective,
Europe showed double-digit growth, with North
America broadly flat and Rest of Word below
prior yedar.

In North America, 2018 Revenue had been
impacted by the loss in “share of wallet” with
two home improvement customers. For the 2019
outdoor season, we regained part of that loss
and were able to secure stable share for the 2020
programs. In 2019, we made progress with our
US e-commerce business and started shipping
from our dedicated state-of-the-art warehouse
in Savannah, US. North American sales through
the e-commerce channel remained below
our initial expectations as we encountered a
few operational challenges with the ramp up.
In Europe, after a difficult 20718 for retailers in
general, our sales across our key European
rmarkets grew significantly in 2019,

Fullyear Adjusted EBITDA declined from €220m
to€146.8m onalike-for-like basis withan Adjusted
EBITDA margin of 7.9%, down from 14.6%. Against
the backdrop of higher raw material costs and
a competitive trading environment, the lower
Adjusted EBITDA included investments in NEXT

BALTA ANNUAL REPORT 2019

initiatives as well as several negative one-offs,
such as temporarily higher production costs inH1
2019 due to exceptionally high plant occupancy
and exceptional sales discounts in relation to
issues with packaging in US e-commerce.

In the fourth quarter, Revenue in Rugs was
8.2% below Q&4 2018, as our key US customers
pushed the first shipments for next season's
US outdoor programs into 2020 and the ramp
up of e-commerce sales remained below our
initial expectations. In Europe, Revenue grew
rmid-single digit versus Q4 2018, Fourth quarter
Adjusted EBITDA margin of 10.1%, though higher
than the full year 2019 average, was down from
18.2% in Q4 2018 on a like-for-like basis? . The
timing of the US outdoor roll-outs and lower than
expected e-commerce sales, incomparison to
the cost of the infrastructure already in place in
anticipation of future growth in the e-commerce
channel, weighed on our Rugs margin.

Commercial

The Commerdal division redlized full year Revenue
arowth of 97%, posting fullyear Revenue of €235.56m.
InUS, our business realized double-digit growth,
as we have continued to take share through our
investrments in sales resources and focus on new
segments outside offices. As a result, Revenue

for the US business is now more than 40% higher
than when we acquired the business and has
improved margins. In Europe, Revenue declined
in a competitive market where volume loss was
only partly offset by mix and price improvements
as we continued to focus on growing our direct
route to market with Architects and Designers.

Full year Adjusted EBITDA increased by 13.7% to
€40.4m on alike-for-like basis® . Adjusted EBITDA
rmargin further improved year on year to 17.2%
versus 16.6% in 2018 on a like-for-like basis? |, in
spite of investments into growth initiatives, asa
result of price increases, focus on product mix
and the firstimpacts from cost saving initiatives.

In the fourth quarter, Commercial Revenue grew
41% driven by the double-digit growth of our
US business. Fourth quarter Adjusted EEITDA
rmargin was 17.6% vs. 169% in Q4 2018 on a like-
for-like basis',

Residential

Residential's full year Revenue reduced by 5.8%
to €194.4m. The performance reflected both
our focus on higher margin collections and the
challenging trading environment across our key

l. 4. FINANCIAL REVIEW

rmarkets both in the UK and Continental Europe.
While our overall top-line declined, sales of higher
rnargin broadloom products grew mid-single digits
in 2019 Higher margin products now represent
37% of Residential sales versus 33% in 2018 and
7% four years ago.

Full year Adjusted EBITDA of €15.0m was up from
€11.8m on a like-for-like basis® versus the prior
year. Residential Adjusted EBITDA margin of 77%
improved from 5.7% on a like-for-like basis? driven
by our continued focus on growing our share
of higher margin products, price increases in
Continental Europe and our efforts to increase
cost competitiveness. Adjusted EBITDA includeda
net benefit of €2 0m from the release of accruals
in H1 and an additional one-off of €0.6m in Q4.

Fourth quarter Revenue saw a decline of 13.7%,
rnainty driven by lower sales in the UK, as the pre-
Brexit stocking by some of our customers in Q3
reversed in Q4. Despite the lower sales, our fourth
quarter Adjusted EBITDA margin of 78% was up
from the 5.2% realised in Q4 2018 on a like-for-
like basis', driven by the aforementioned price
increases in Continental Europe and our focus on
high rmargin products and cost reductions.

9 ma
(€t 1s) Reported Reported
Rewenue &71,151 SLE1W9T
Row material expenses (E17005) (3048,640)
Changes in inventories (278) A%
Employes benefit expenses [7.288) =099
Other income 3970 3,350
Other expenses mé&zm0) mzsm)
Adjusted EBITDA Th 282 T2134
Depreciation/amortization 39502) 32,430)
Adjusted Operating Profit® 34,580 3,704
Gaoins onasset disposals - -
Integration and restructuring expenses 15,541) (7499
Operating profit / (loss) 28,039 12,004
Finance income 205 51
Finance expenses {25,357) (25,881)
Het finance expenses (25,152} (25, &30)
Profit / (loss) before income toxes 1,888 6,175
Income tox benefit / (egpense) TAT2 PR
Profit / (loss) for the period from continuing operations 10350 m

1 Like-for-like IFR516 adjustment on FY 2018 Adjusted EBITDA

2 Adjusted Operating Profit and Adjusted EBITDA are non-GAAP measures as defined in Mote 125
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Mon-Recurring ltems

Several non-recurring items had a material
impact on our 2019 net income. The impact of
these events amounts to a net expense of £6.6m,
as compared to €77m in 2018. The expense in
the current year is mainly driven by advisory
fees related to the NEXT program.

Met Financing Costs

The net finance expense amounted to €252m,
primarily the interest expense on external
borrowings. Compared to prior year, the
net financing cost decreased as a result of
favorable foreign exchange rate differences on
intercompany transactions, offset by increased
financing expenses as a result of applying IFRS 16.

Taxation

The Group reported income tax income for the
year of €14m based on profit before tax for the
year of €292m. The tax income is mainly driven
by the recognition of previously unrecognized
tax losses as a result of the alignment of the
intercompany financing to the enacted tax
legislation.

Financial risk management

The Groupis exposed to a varety of financial risks,
including market risk (mainly foreign exchange
rate risk and commodity price risk), credit risk and
liquidity risk. The Group's overall risk management
program focuses on the unpredictability of
financial and commodity markets and seeks
to minimize potential adverse effects on the
Group's financial performance. The Group's
financial risk management is described in Note
27 of the Consolidated Financial Statements.

|. 5. OTHER REVIEW

Company's likely future development
Strategic priorities

Looking forward, we have identified three stra-
teqic priorities which we believe are crucial to
drive the long term value of our businesses:

« NEXT:!
Qur two key growth drivers in the e-com-
rmerce channel and a Direct Route-to-Market

approach to Architects and Developers in

Cormmercial Tiles will help us to deliver annual

sales from these initiatives of €85m by 2021

versus 2019:

o After overcoming initial pain points in the
supply chain process in 2019, we now have
a fully operational e-commerce fulfilment
center for Rugs in the US and are expecting
solid growth in 2020-21

o Our Direct Route-to-Market initiative in
Commercial Tiles focuses on high-growth
segments (multi-family, education, Govem-
ment) which already represents 35% of our
US sales. This contributed strongly to our
top-line performance in 2019 (+€10m) and
will represent significant additional sales
over the next few years

Three key levers to improve our margins are
Lean, Supply Chain and Procurement:

o The Lean program has been roled out across
all our plants, generating a margin improve-
rment of €5m in 2019 We are expecting an
additional €7m benefit in 2020 from the
Lean program

o In our Supply Chainwe were able to reduce
our Rugs inventory relative to sales by up to
12% in 2012 On-going complexity reduction
has helped us to reduce the number of SKUs
(mostindividualized stock keeping unit with
single dimension and quality) in Residential
by 10% in 2019 and the approach will be
extended to dll product lines

o In Procurement, we were able to deliver
€4m savings in 2012 and expect another
€3m in 2020

« Environmental, Social and corporate Gov-
ernance (ESG):

o Sustainable and recyclable products are
increasingly a key enabler for success with
customers. We appointed a Head of Innova-
tion and Sustainability in October 2019, who
reports directly to the Executive Committee

o Our ‘Design to Recycle' objective drives
the entire product development pipeline.
Successful developrment of mono-polyrmer
polypropylene and polyester rugs with cer-
tified recycled content was presented at

1 We refer to the Glossary in Note 125 to fine the NEXT Key Assumptions and NEXT Impacts
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Domotex 2020

o Clear objectives for emissions and waste (a
30% reduction in carbon dioxide emission and
water consumption versus 2018, all waste fully
recycled) have been defined with a quarterly
review at the Executive Committee to track
and accelerate progress

o Good progress has been made in the last two
years on safety awareness at the workplace
withthe launch of our "5 Golden Safety Rules”.
Qur goal is for zero harm and a mid-term
objective to reduce our "Lost-Time" injury
rate below 1

+ Digital Transformation:

Digital transformation encompasses all our

product lines and processes, from production,

to supply chain, planning and sales.

o Our Chief Transformation Officer, a member
of the Executive Committee, is also appoint-
ed as Head of Digital Transformnation across
the Group

o In our Commercial business we developed
several digital initiatives to enhance the
experience of the Architect and Design com-
rnunity, who have high service expectations
and need real-time creative solutions such
as on-line sample ordering and visualiza-
tion tools

o Digital Transformation also includes con-
necting plants, processes and people. Itis a
key element of several modules of our Lean
Program (maintenance for example).

Environmental and personnel matters

In 2012 the Group employed an average of 3915
employees (expressed in full-time equivalents)
compared to 3,696 employees per 2018, All ef-
forts are undertaken to ensure that all health
and safety measures are in compliance with
legal requirement, that appropriate training
and career development opportunities are
identified and that consultation with employees
or their representatives continues at all levels
when decisions are taken that are likely to affect
employee's interest.

Research and development

One of the competitive advantages of our
business is our long history of creativity and
innovation. We aim to leverage our research
and development to continually optimize our
production capacity and provide designs that
appeal to our custormers. We closely monitor
trends in product design and innovation through
continuous testing and analysis, with a focus
on anticipating our customers' preferences
and market developments. The Group incurred
€8.7m of research and development expenses
during the 12 months ended in December 31
2019 compared to the €7.20m of research and
development expenses during the 12 months
ended in December 312018 which are included
in the income statement as other expenses.

Prospects and information regarding
circumstances that could material affect the
development of the Group

Qur potential for future business success and
operating profitability must be considered in
light of the risks, uncertainties, expenses and
difficulties typically encountered by recently
organized or combined companies. If we fail to
address these risks, uncertainties and difficulties
or to manage these expenses adeguately, our
business, financial condition and operating re-
sults may be materially adversely affected and
rmay differ materially from your expectations
based on the historical and pro forma financial
information provided in this Annual Report.

Events after reporting date

On 21 January 2020, Balta announce the clos-
ing of a €42m long-term sale and leaseback
transaction involving two of its five owned
production plants in Belgium. The lease, with a
rmaturity of at least 10 years at an interest rate
of 2.7% per annum, was concluded with three
of Balta's main relationship banks.

Balta has prepaid all amounts outstanding un-

der the €35m Senior Term Loan facility maturing
September 2020.
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COVID 19 statement

The outbreak of COVID-19 has significantly
impacted the Group. We are considering the
impact on the financial statements of 2020,
and toock the necessary measures to preserve
the future of the Group. Based on the cumrently
available information and forecasts, although
visibility rernains limited as the pandemic is still
progressing, the Group currently believes that
itwill be able to meet its liabilities and commit-
ments as they fall due across the applicable
forecast period and has determined that the
going concern basis remains the appropriate
basis of preparation for its financial staterments.

Discharge

The Board of Managers requests the Partners
of the Group to approve the Consolidated
Financial Statements as attached hereto and
to grant discharge to the Board of Managers
and to the statutory auditors for the exercise
of their mandate during the last financial year.

The Consolidated Financial Statements of the
Group have been prepared in accordance with
International Financial Reporting Standards as
adopted by the European Union (IFRS). These
Group Consolidated Financial Staterments were
authorized for issue by the Board of Managers on
April 27 2020. The amounts in this document are
presented in thousands of Euro, unless otherwise
stated. Rounding adjustments have been made
incalculating some of the financial information
included in this Financial Statements.

Board of Managers

The Board of Managers of LSF? Balta Issuer
S rl.is as follows:

Cyrille Ragoucy
Manager
Start of mandate:  August 26 2018

Jan-Christian Werner
Manager
Start of mandate:  September 11 2019

Jean-Philippe Kuhn
Manager
Start of mandate:  June 16 2017

Sara Speed
Manager
Start of mandate: October 31 2017

Statutory auditors

The statutory auditors are
PricewaterhouseCoopers Société
Coopérative, 2, Rue Gerhard Mercator, B.P.
1443, 11014 Luxembourg.

1The order in which the risks are isted is not an indication of the potential impoct nor the probobility of ccourence
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SUMMARY

of main risks

For Balta, risk management is an inherent part
of doing business. The surmmary below, though
not exhaustive, provides an overview of the
rmain risks we have identified’. While we take
mitigating actions, there can be no guarantee
that such risks will not materialise.

Market competition
The global flooring market is competitive and
each of our divisions faces competition from
other soft flooring manufacturers as well as
hard flooring altematives.

Key to our competitiveness is our ability to identify
and respond to rapidly changing consumer
preferences, requiring us to frequently renew
our designs and product mix and to innovate.

Customer dependency

Qur main customers are large retailers and
wholesalers with substantial buying power. Our
top three customers accounted for169% of our
2019 revenues. We may not be successful at
retaining our key custormers, which could have
anadverse impact on our sales. In addition, we
are dependent on the success of our customers.

In line with normal industry practice, we have
no formal contracts with the majority of our
customers. We typically deal with our customers
on a non-exclusive basis without minimum
purchase obligations.

General macro-economic and
geopolitical events & trade
regulations

Demand for our products depend significantly
on consumer confidence and factors impacting
the residential and commercial renovation and
construction markets.

With production and distribution fadlitiesin Belgiurn,
Turkey and the United States and sales to more
than T countries, we are exposed to geopolitical
fisk on both the demand and supply side.

As the UK represents 16.4% of our total revenues,
mainly related to our Residential business,
the Group is exposed to the outcome of the
UK's exit from the European Union (Brexit).
Management assessed dll potential scenarios
and has made preparations with regard to
logistical flows through local stock keeping and
an in depth assessment of the Brexit-readiness
of our logistical partners. The Group continues
to translate the impact of potential cutcomes
into practical measures.

In 2019 Balta received an official AEO (Authorised
Economic Operator) certificate from the Belgian
Customs administration for all the Belgian
production sites of both Balta Industries NV and
rmodulyss NV. This AEO certificate will allow the
Group to facilitate exports to non-EU countries,
with less controls and holds at borders, securing
a continuation of our premium delivery service
to customers worldwide. The AEQ certificate
can, in the long term, also help the Group deal
with post Brexit export formalities to the UK

In addition, measures have been taken to protect
the revenue stream for a potential devaluation
of the Pound Sterling, through a combination
of pricing mechanisms and hedging contracts.

Increased import duties or sanctions against the
importing of certain goods in certain countries
could pose barriers to successful business. One
such example isthe risk of possible US sanctions
on Turkey, where Balta has a production facility,
targeting our product category.
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Legal and compliance

Failure to comply with the laws of the countries we
do business in may result in a delay or temporary
suspension of our sales and operations, and
rmay impact our financial position.

Publicity and reputation
We may be affected by product recall or liakility
claims or otherwise be subject to adverse

publicity.

Employees

Qur ability to successfully execute our strategy
depends on our success in attracting, retaining
and developing our employees.

If the relationship with our employees or trade
unions were to deteriorate, this could have an
adverse impact on our business.

Raw materials and supply chain

We use large quantities of raw materials for which
we depend on a limited number of suppliers.
Most of our suppliers are large companies and
can exert substantial supplier power. We have
longstanding relationships with our key suppliers.

In 2019, raw materials expenses represented
47 2% of our revenues. The key raw materials used
were polypropylene, yam, latex and polyamide,
which together represented approximatety 70%
of our total raw material expenses.

Raw rmaterial prices can be volatie and depend
on a number of factors that are often beyond
our control including, but not limited to, local
supply and demand balance, general economic
conditions and fluctuations in commodity prices.
The majority of our price agreements with
customers do not include raw material price
indexation mechanisms.

Reference is made to commodity price risk, as
described under note 27 of the section financial

fisk management in the Financial Staterments.

Production and logistics
The ability to produce and deliver products
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on time is key to attracting new and retaining
existing customers.

Disruptions at our manufacturing or distribution
facilities may occur and could result in temporary
shortfalls in production and late or incomplete
deliveries or increase our cost of sales. We may
incur losses that are completely or partially
uninsured,

We do not have our own transportation facilities
and depend on third-party service providers
for the timely delivery of our products to our
customers.

IT

Failure of our IT platform could hamper our ability
to process orders in time. We use our [T platform
to manage our operations (including sales,
customer service, logistics and administration).
We have a complex and heterogeneous
application landscape that in part consists
of certain systems from prior acquisitions that
have only been partially integrated, which could
trigger operational risks.

We are also contending with increasing
cybercrime-related incidents, which require us
to maintain adeguate cyber security. Any failure
to do so may adversely affect our operations.

Financial

Qur activities expose us to a variety of financial
risks including, but not limited to, currency risk,
interest rate risk, credit risk and liquidity risk.

Part of our sales and purchases are denominated
in currencies other than Euro. Otherkey curencies
include Pound Sterling, US Dollar and Turkish
Lira. The fluctuation of these currencies versus
the Euro may impact our results. In addition, a
devaluation of currencies versus the Euro for
countries where our competitors manufacture
or source raw materials, such as Turkey or Egypt,
may have an impact on our competitiveness.

Some of our external borowings carry interest
at avariable rate,

Mot all the credit risk exposure towards our
customers is covered by our external credit
insurance agreements. Amongst others, a
reduction in external credit limits might cause
the existing factoring not to be available at
existing levels going forward.

Changes in our own credit rating could
detrimentally affect our working capital and
liguidity.

Qur external financing agreements include
obligations, restrictions and covenants, which
may have an adverse effect on our business,
financial situation and results of operations if
we are unable to meet these. More detail can
be found in note 27 of the section financial risk
management in the Financial Statements.

Changes in tax legislation or accounting rules
could affect future results.

Changes in assumptions underying the camying
value of our assets could result in animpairment
of such assets, including intangible assets such
as goodwill,

Reference is made to the risk factors referred to in
note 27 of the section financial risk management
in the Financial Statements.

NEXT

As a result of the strategic and operational review,
As a result of the strategic and operational review,
we launched the transformational program NEXT,
designed to deliver a significant improvement
in earnings over a three year period. The key
initictives focus on delivering sustainable growth,
improving commercial excellence and increasing
cost competitiveness through Lean initiatives and
procurement savings. Anticipated improvements
in earnings may be delayed or fall below our
expectations.

Sustainability

The expectations on corporate responsibility,
including recyclability of products and in general
greener footprints, is increasing. Consequently,

it has become essential to develop a solid

sustainability roadmap with clear milestones

and quantified targets, as launched by Balta

in 2019, Even with such aroadmap, several risks

can be identified, for example:

- A negative perception of our products by our
customers

- A negative perception of our activity and our
production processes by our stakeholders
(shareholders or local communities)

- A competitive gap with competitors or with
other flooring solutions

COVID-19 statement

In response to the outbreak of the novel
coronavirus (COVID-19), which first appeared
in China in December 20192 and has since early
2020 been declared a pandemic and spread to
every region of the world, governments globally
and in the markets in which we operate have
implemented strict social distancing measures,
including varying degrees of lockdowns and the
closure of non-essential businesses, including the
businesses of a number of our customers, These
rmeasures have resulted in a significant disruption
of daily life, and in a significant deterioration of
global, regional and national macroeconomic
conditions, with each of the markets in which we
operate now expected to see negative economic
growth for the year. Since the pandemic is an
event of 2020, it is a subsequent event of the
2019 closing and has no impact on the 2019
financial statements.

To protect the health and safety of our workforce
and customers and to mitigate the effect of
COVID-19 on our operations, we have formmed an
internal COVID-19 taskforce which participates
in daily calls and coordinates our response to
the situation across the Balta group. Inaddition,
we have implemented a number of measures
to reduce our operating costs and manage our
cash flows, including the temporary closure of
plants as well as a reduction of employee costs,
procurement costs and capital expenditures.

Following a strong start to the year, which saw
an almost 16% increase in EBITDA in the two
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months ended 29 February 2020 compared to
the same period in 2019, revenues decreased by
rmore than 29% during March 2020 compared
to the same period in 2019, mainly as aresult of
a decrease in orders from customers,

As a result of this reduced demand for our
products and to reduce costs and preserve cash,
we have temporarily shut down & of our 8 plants,
which we estimate has reduced our operating
costs by approximately 37% in April. Other than
these voluntary closures, our plants are fully
operational and have not yet been ordered
to close by any government or other authority.
Additionally, we have put our product launches
on hold and we have reviewed all purchases of
raw materials and are in negotiations with our
suppliers to delay or, where possible cancel, our
raw material orders. We estimate that these
measures will result in a further reduction of our
operating costs by 12% in Q2.

Toreduce our employee costs, we have accessed
available govemment unemployment support
programmes in Belgium, UK, France and Gemnany
for the vast majority of our workforce in those
countries. Additionally, we have implemented
a hiring freeze across the entire Balta group,
postponed our annual merit-based salary
reviews and reduced the monthly compensation
of our CEQ andthe members of our Management
Committee and group-wide leadership team
by 50%, 40% and 30%, respectively. Our paid
directors have also agreed to reduce their
director fees by 50%. We believe that these
rmeasures will allow us to reduce employee costs
by up to 25%. The reduced compensations will
not be recaptured.

The cumrent crisis has and will continue toimpact
our working capital. We are closely monitoring our
daily cash flows. To further protect our liquidity
position, we have also significantly reduced
our marketing costs as well as samples and
other capital expenditures by approximately
£20m, which we believe is the minimum amount
necessary to continue operating our business.
Additionally, we are closely monitoring our
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accounts receivable and accounts payable to
manage our cash outflows. As a precautionary
rmeasure, to address our short-term liquidity and
working capital needs, onTl March 2020, we drew
€72.7m revolving credit facility. As of 31 March
2020, we held cash and cash equivalents inthe
amount of €80.4m.

As of the date of this report, it is too early to
accurately predict the effect of COVID-12 We
believe that the COVID-19 situation represents
anunprecedented short-tern dismuption to our
business and the wide variations in potential
outcomes present a material challenge to our
business and industry. We are in regular contact
with the governments in our key markets to
determine the availability of, and our eligibility
for, state aid and other government support
rmeasures, including the availability of additional
financing.

We are currently forecasting a ramp-up in
production beginning in early June 2020, and
under this scenario we are estimating that
we would be producing at approximately
85% of capacity in the fourth quarter of 2020.
We anticipate additional working capital
requirernents as we begin our production ramp-
up. We have assumed that our customers will
continue to pay according to invoice terms, and
we plan to continue to manage our cash flow
conservatively for the duration of the COVID-12
crisis. Based on these assumptions, we are
currently forecasting our existing cash on hand
and cash flow to be sufficient for our business
through our expected production ramp-up,
but as a result of the decreasing EBITDA levels
we were facing the possibility of breaching our
leverage covenant on our €51m RCF financing in
Q2 of 2020 and in subsequent quarters where
the twelve month period being testedincludes
months that are impacted by the COVID-12
pandemic. We have proactively reached an
agreement with the relevant banks to adjust the
covenant calculation for the impact of COVID-12
through Q2 of 2021. We are confident that with
this amended calculation of the covenant, a
breach will be avoided. Based on the currently

available information and forecasts, although
visibility rernains limited as the pandemic is still
progressing, the Group currently believes that it
will be able to meet its liabilities and commitrments
as they fall due across the applicable forecast
period and has determined that the going
concern basis remains the appropriate basis
of preparation for its financial statements. To
further strengthen our position, we will likely look
at government and other options to raise funds
given the uncertainty as to whenthe CCOVID-19
crisis will end, and markets will retum to normal.
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SECTION IllI: Consolidated
Financial Statements

I.1. Consolidated statement of comprehensive income for the period

ended 31 December

Hote For the year ended 31 December

{€ thousands) 9 08
L COMSOUDATED INCOME STATEMENT
Revenus Note & &T1,151 S48 /7
Row material expenses 17005 {304,550)
Changes in inventories Maote 15 {278) 5,826
Employes benefit expenses MNote & (187,285 (152.099)
Other income Note 7 I5T0 3,350
Other expenses Mote 7 (m&,z70) {m7so)
Deprediation / amortization Mote B (394603 (32,4300
Adjusted Operating Profit 1 34,680 35,704
Gains on asset disposals - -
Integration and restructuring expenses Mote # 6,641 {7699)
Operating profit / (loss) 28,039 32,004
Fnance income 205 51
Finance expensas MNot= 10 {25357 {25,881)
Het finonce expenses (25,152} (25,830}
Profit / (loss) before income taxes 2888 &,ThG
Income tox benafit / (egpensa)l Note Tl 7472 P95
Profit / (loss) for the period from continuing operations 10,360 71
Profit / {koss) for the pericd from discontinued operations - -
Profit / (loss) for the period 10350 71
Attributoble to:

Equity holders 10,350 7m

Non=-controdiing interest - -
1. CONSOLIDATED OTHER COMPREHENSIVE INCOME
Items in other compehensive income that may be subseguently
reckassified to P&l

Exchange differences on transkating foreign operations {2133 {13,833)

Changes in fair value of hedging instruments qualifying for cash {245) a7

flow hedge ococounting
It=ms in other compehensive income that will not be reclossified o -
PEL

Changes in defemed toxes 393 1107)

Changes in employes defined benefit cbligations {1,750) e
Other comprehensive income for the period, net of tme (3,725 (13,473)
Total comprehensive income for the period &,835 (&,303)
Basic and diluted eaormings per share from continuing operaotions Note 33 008 Qos

attributable to the ordinary equity holders of the compamy

BALTA ANNUAL REPORT 2019

1 Adjusted Operating Profit / Opernating profit / (loss) are non-GAAP measures as defined in Note 125

The accompanying Notes form an integral part of these Consolidated Financial Statements.

Il.2. Consolidated statement of financial position as at 31 December

Hote For the year ended 31 Decembar

(€ thousands) e e
Property, plant and equipment 37594 301 259
{Of which IFRS 15 melated right-of-use assets) 42072 o
Lond and buildings Note T3 186173 153752
Plant and mochinery Note T3 138,807 1324832
Other foctures and fittings, tooks and equipment Note T3 12,60 14,875
Goodwill Note 5 5,79 194,663
Other intongible assets Note 12 10,357 1399
Defemad income tax assets Note 14 10,4680 L9327
Trade and other receivobles Note 1 1.1 995
Total non-curment assets 555,742 S22
Inventory Maote 15 152948 153,894
Dervative financial instruments Note 25 3 ne
Trade and other receiobles MNote 16 SBR&5 &0,755
Cument income o assets 2w Im
Cash and cash equivalents Note T7 W24 25853
Total current assets .87 241889
Total assets TETA59 5N
Share capitol Note 18 7848 137848
Share premium Mot= 18 155,488 155484
Orther compeehensive income MNote ¥ [Erahed] {33384
Retained eamings Note 20 15, N5 46,285
Other reserves 14,283 14,263
Total equity 257055 251,951
Senior Secured Notes Note 21 23200 230,085
Senior Term Loan Fadlity Note 22 - 34,908
Bank and Other Bomowings Note 23 LBRE3 12225
OfwhichIFRS 15 mlated lease liobilities 3738 -
Defemad income tox lobilities Note 14 41,004 47837
Prowisions for other laobilities and charges Note 30 2,729 2458
Employee benefit obligations Note 28 4108 3046
Total non-current liobilites 328,802 330,578
Senior Secured Notes Note 21 3425 3435
Sanior Term Loan Fadility Note 22 35927 mg)
Bank and Other Bomowings Note 23 8,580 1248
OfwhichIFRS 15 related lease liobilities 1357 -
Prowisions for other laobilities and charges Note 30 164 1,155
Dervative financial instruments Note 24 413 55
Other payroll and sodal reated payables Note 29 35528 34,655
Trade and cther payables Note 31 1207z 25940
Income tax kobilites 4 594 4178
Total current liobilites 201,302 172,56
Total liobilites 530,104 503040
Total equity and labilities TETA59 7551

The accompanying Notes form an integral part of these Consolidated Financial Statements.
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11.3. Consolidated statement of cash flows for the period

ended 31 December

Note For the year ended 31 December
€ thousands) 2009 08
1. CASH FLOW FROM OPERATING ACTNITIES
Met profit / (loss] for the period 10,360 7T
Adjustments for:
Income tax expense / fincome) Mote T (7472 f#9d)
Finance income {205) {51}
Finandial expenses Note 10 25,357 2588
Depreciation / amortisation (ind. depreciation of IFRS % right-of- Mote 8 9402 32430
use assets - as from 20019
{Gain] / koes on disposal of non=-curent assets [} .l
Movement in provisions (1,000 16,215)
Fair value of derivatives e n
Expense recognised in respect of equity-settled share-bosed - 7
Ppayments
Cash generated before changes in working copital &6, 869 58274
Changes in working capitak:
Inventories Mote 15 155 BALT)
Trade recaivables Mote 1 FAL A7
Trade payables Note 30 (R524) 3055
Other working capital {Eng) (37400
Cash generated after chang es in working copital 57100 &8, 4568
Met income tax (paid) (7848 {&,783)
Met cash generated / (used] by operating activities L5252 43,667
IL CASH FLOW FROM IMVESTING ACTIVITIES
Acquisition and disposal of property, plant and equipment Mote T3 {28,704) (30,745)
Acquisition of intangibles Mote 12 .034) {730
Proceeds from non=-cumant assets 2342 BT
Acquisition of subsidiary - -
Met cash used by investing activities (27398 (30,828)
1. CASH FLOW FROM FIMANCING ACTIVITIES
Intesest and other finance charges paid, net {20,845) {2,031
Proceeds from bomowings with third parties - -
Prxceeds from capitol contributions - -
Repayments of Senior Secured Notes - -
Repayments of bomowings with thid parties (ind. IFRS 16 lease Note 22 {8,624 {2137
liabilities - as from 2019
Dividends paid Mote 34 - -
Met cash generated / (used] by financing octivities (29,655) (23,168)
METINCREASE/ [DECREASE ] IN CASH AND BANK OVERDRAFTS (T812) (10,329}
Cash, cash equivalents and bank overdrfts ot the beginning of the 26853 Inaz
penicd
Cash, cashequivalents and bank overdrafts at the end of the Mote TF w28 24,853

pernicd

The accompanying Notes form an integral part of these Consolidated Financial Statements.

BALTA ANNUAL REPORT 2019

Il.4. Consolidated statement of changes in equity for the year

ended 31 December

Share capital

Share premium

Other
income

H

i
:

{€ thousands)

Balance 31 December 2017 BIB4E 155486 (®#13) 433 25957 - 258,571
Adoption of occounting polices 1,308 1,308) - (1308)
Balance 1 January 2018 B7848 155,486 (Re13) 87 (14,283) 258 263 - 258243
Profit / {loss) for the period - - - Im - Im - m
Equity-settied shae-bosed payment plans T T T
Other comprehensive income -

Exchange differences on transkating foreign = - (EEm = - h3Em) - (Baxm
openations

Changes in foir volue of hedging instruments - - ar - - ar - a7
qualifying for cash fiow hedge occounting

Cumulative changesin defemed tomees - - o) - - oA R a7
Cumulative changes in employee defined - - e - - ) - )
benefit obligations

Total comprehensive income for the perod - = [1347) 11m - (5294 - (6,296)
Balance at 31 December 2018 TI8sE 155485 (33384 6,288  (14,283) 251951 - 251,951

The accompanying Notes form an integral part of these Consolidated Financial Statements.

EHE%

Share capital

K

interest
Total equity

{€ thousands)

Balance 31 December 2018 TB78LE 155488 (33384) 6286 (14283 251,951 - 251,951
Adoption of occounting polices 1,530 1,530] 520
Balance 1 January 2019 37848 55486 (33384 4,755 {1, 283) 25042 - 2504527
Profit / {loss) for the period - - - 0380 - 10,350 10,340
Equity-settied share-based poyment plans - - - - - - - -
Other comprehensive income -

Exchange differences on transkating foreign - - 2,133 - - {2133 - {2133)
openations

Changes in foir value of hed ging instruments - - {245) - - (245) - (245)
qualifying for cash fiow hedge occounting

Cumulative changesin defemed tomees - - 3 - - 3 - 3
Cumulative changes in employes defined - - 750 - - 7500 - 17500
benefit obligations

Total comprehensive income for the period - - (3,725) 0,350 - 6,634 - 6,634
Balance at 31 December 2019 TTELE 155,484 (zmm) 151 (14283) 257056 - 257054

The accompanying Notes form an integral part of these Consolidated Financial Statements.
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1I.5. Notes to the Consolidated
Financial Statements

Mote 1. Accounting policies

The principal accounting policies appliedin the
preparation of these Consolidated Financial
Staterments are set out below. These policies
have been consistently applied to the year
presented, unless otherwise stated.

Note 1.1. Basis of preparation

Basis of preparation

These Consolidated Financial Statements of LSF?
Balta Issuer 5.4 rl. (“the Company” or “Balta
Issuer” or "Balta"), registered at 15, Boulevard
Friedrich Wilhelm Raiffeisen, L-2411 Luxembourg
(R.CS. Luxembourg: B198084) and its subsidiaries
(“the Group") have been prepared in accordance
with Intemational Financial Reporting Standards
(“IFRS") as adopted by the European Union.
These include all IFRS standards and IFRIC
interpretations issued and effective at 31
December 2012

The Financial Statements of the Company for
the pericd1 January 2019 to 31 December 2019
comprise the Company and its subsidiaries
(together referred to as the "Group” and
individually as “Group entities”).

These Consolidated Financial Statements
are presented in Euro, which is the Group's
presentation currency and the functional
currency of the Company. All amounts in these
Consolidated Financial Statements are presented
in thousands of Euro, unless otherwise stated.
Rounding adjustments have been made in
calculating some of the financial information
included in these Consolidated Financial
Statements.

These Financial Statements are preparedon a
going concem basis, i.e assuming that operations
will continue in the foreseeable future,

Any events and/or transactions significant toan
understanding of the changes since 31 December
2018 have been included in these notes to the
Consolidated Financial Statements.
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The preparation of Financial Statements in
conformity with IFRS requires the use of certain
critical accounting estimates. It also requires
management to exercise its judgement in the
process of applying the Grouds accounting policies.
The areas involving a higher degree of judgement
or complexity, or areas where assumptions and
estimates are significant to the Consolidated
Financial Statements are disclosed in Note 2.

Impact new standards

The following interpretations and amendments
to standards are mandatory for the first time for
the financial year beginning 1 January 2019 and
have been endorsed by the European Union.

» IFRS 16 “Leases” (effective 1 January 2019). As of 1
January 2019, the Group changed its accounting
policies to adopt IFRS 16. IFRS16 has replaced
IAS 17 Leases, and is a far reaching change in
accounting by lessees in particular. Under IAS
17, lessees were required to make a distinction
between a finance lease (on-balance sheet)
and an operating lease (off-balance sheet).
IFRS 16 requires lessees to recognise a lease
liakility reflecting future lease payments and
aright-of-use asset for virtually all lease con-
tracts. Under IFRS 16, a contractis, or contains,
a lease if the contract conveys the right to
control the use of an identified asset for a
period of time in exchange for consideration.

Under the IFRS 16 adoption method chosen by
the Group (modified retrospective approach),
prior years are not restated to conform to the
new policies. Hence, Balta opted to measure
the right-of-use asset at an amount equal to
the lease liability at opening (nho prepaid nor
accrued lease expenses). Consequently, the
year over year changes in profit, assets and
ligkilities and cash flows are impacted by the
new policies.

The transition impact of the policy changes as
of 1 January 2019 was as follows:

- Property plant and equipment are higher
by €43.6m resulting from the recognition of
right-of-use assets,

- Financial liabilities are higher by €43.6m due
to the recognition of lease liabilities. .

These contracts are in nature mainly related
to renting of building and warehouses.

Operating lease commitments at 31 December 2018 50954
Discounted using the lessee’s incremental bomowing (7355)
rate at dote ofinitial opplication

Finance lease kabiliies ecognised as at 31 December 3,39
2ma

Lease liability recognised as at 1 January 2019 56999
Cumrent lease lability as ot 1 January 2019 4,82
Non=-cument lease liability as at 1 Joanuary 2009 50,778
Lease liability recognised as at 1 January 2019 56999

At the end of 2019 the year-over-year impact
of IFRS 16 on balance sheet results in €42 1m
right-of-use assets and €44.7m additional lease
liability. From a P&L perspective, the following
schedule makes the 2018 results comparable
to the 2019 results:

Ff  LFLFRS1& LAFY  FY 1
(€m) 0% Impoct 2018 20W change
Revenue &4 2 - 42 &2 38%
Adjusted EBITDA 24 &5 788 Bhi O BTE
Adusted EBITDA Margn T2% - 2% Mz (Mbps
Adjsted Operating Pofit 399 07 4 38 (kA%
Opemting Profit 22 07 g 31 5%
Profit for the period 3 fa 43 LT 4 3

The consolidated cash flow statement is
amended by moving the payment of leases
(€7.6m) within financing activities. As a result,
the adoption of IFRS 16 has a positive impact
on the operating cash flow of €75m.

Frorm a P&L perspective, the impact of applying
IFRS 16 results in a decrease of operating
expenses [€76m), compensated by an increase of
depreciation charges (€69m) and anincreased
financing cost (€2.71m).

In relation to Balta's financing agreements,
the documentation provides for the effect
of changes in accounting standards to be
neutralized. As such, the application of IFRS 16
has no consequences for the Group's financing.
Balta will continue to calculate Leverageinline
with the definition in our financing agreement.
The key judgments involved in the evaluation

relate to the applied discount rates and the
lease temn.

«IFRIC 23 'Uncertainty over income tax

treatments’ (effective 1 January 2019). This
interpretation clarifies the accounting for
uncertainties inincome taxes. The interpretation
is to be applied to the detemination of taxable
profit (tax loss), tax bases, unused tax losses,
unused tax credits and tax rates, when there
is uncertainty over whether tax taken by a
Group will be accepted by the tax authority.
It is applied to both current and deferred tax
where there is uncertainty over a Group's tax
position. Balta made a detailed assessment of
all tax uncertainties within the Group having
the following implications on the accounting
policies:

a.lt has decided whether to consider its
uncertain tax positions (UTPs) individually
or collectively, based on which approach
provided the best predictions of the resolution
of the uncertainties with the tax authority;

b. It has assumed that the tax authority will
examine the position (if entitled to do so) and
will have full knowledge of all the relevant
information:

c.On a case by case basis the Group has
decided to recognise a UTP (group of UTPs)
using either the most likely amount or the
expected value, depending on which is
thought to give a better prediction of the
resolution of each (group of) UTP(s), to reflect
the likelhood of an adjustment being realised
on examination,

The Group applied this Interpretation
retrospectively with the cumulative effect of
initially applying the Interpretation recognised
on 1 January 2012 In accordance with the
transitional provisions of IFRIC 23 it has opted
not to restate comparative information. Instead,
the cumulative effect of initially applying the
Interpretation as an adjustment (€1.5m) has
been recognised to the opening balance of
the reserves, see Note 20.
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The following new standards, amendments
and interpretations to standards have been
issued, but are not mandatory for the financial
year beginning 1 January 2019 and have not
been endorsed by the European Union or are
considered to have a limited impact on the
financial statements of 2020. The Group intends
to adopt these standards and intenpretations if
applicable, when they become effective.

- Amendments to Refences to the Conceptual
Framework in IFRS Standards (effective
1 January 2020).

« Amendments to the guidance of IFRS 3 Business
Combinations, that revises the definition of a
business (effective 1 January 2020).

« Amendments to the definition of material in lAS
1and IAS 8 (effective 1 January 2020).

» Amendments to IFRS @, IAS 39 and IFRS 7
(effective 1 January 2020).

- IFRS 17 insurance contracts, (effective 1 January
2022).

Note 1.2. Consolidation

Subsidiaries

Subsidiaries are all entities for which the Group
is exposed, or has rights, to variable returns
from its involverment with an entity and has
the ability to affect those returns through its
power over the entity. The existence and effect
of potential voting rights that are currently
exarcisable or convertible are considered when
assessing whether the Group controls another
entity. Subsidiaries are fully consolidated from
the date on which control is transferred to the
Group. They are de-consolidated from the date
on which control ceases.

The Group applies the acquisition method
to account for business combinations. The
consideration paid reflects the fair value of the
assets transferred, the liabilities assumed and
the equity instrurments issued. The consideration
transferred includes the fair value of any asset or
lickility resulting frorn a contingent consideration
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agreement (for example, variable consideration
contingent on future events such as achieverment
of post-acquisition eamings targets or success
of a significant project).

Identifiable assets acquired and liabilities and
contingent liabilities assumed in a business
combination are measured initially at their fair
values at the acquisition date. Onanacguisition-
by-acquisition basis, the Group recognises any
non-contralling interest in the acquiree either
at fair value or at the non-controlling interest's
proportionate share of the acquireg’s net assets.

Acquisition related costs are expensed in the
income statement.

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 and
previously held interest in the entity acquired. For
eachbusiness combination, the Group measures
the non-controling interest in the acquiree either
at fair value or at the proportionate share of the
acquiree’s identifiable net assets. The excess of
the aggregate of the consideration transferred
and the amount recognised for non-controlling
interest over the net recognised amount (generally
at fair value) of the identifiable assets acquired
and liabilities assumed is recognised as goodwill.
MNegative goodwill is recognised immediately in
the income statement.

Intercompany transactions, balances and
unrealised gains on transactions between
Group entities are eliminated on consolidation.
Unrealised losses are also eliminated unless the
transaction provides evidence of animpaiment
ofthe asset transfered in which case the asset
is impaired through the income statement.
Accounting policies of subsidiaries are changed
where necessary to ensure consistency with the
policies adopted by the Group.

Segment reporting

Mote 4 provides the Group's segment information,
in line with IFRS 8. The Group operates its business
through four segments, which are organised by

product and sales channel. The Rugs segment
designs, manufactures and distributes a broad
range of machine-made rugs to major retailers
(such as home improvement, furniture, specialist,
discount and DIY-stores), e-commerce players
and wholesalers. The Residential segment
designs, manufactures and distributes branded
broadloom carpets (Balta Broadloom and
ITC brands) and tiles to major retailers and
wholesalers. The Commercial segment designs,
rmanufactures and distributes modular carpet
tiles mainly for offices and public projects
through the Group's modulyss brand in Europe
(Commercial Europe), the Bentley brand inthe US
(Commercial US) and broadloom campets mainly
forthe hospitality sector through its arc edition
brand to architects, designers, contractors and
distributors. Finally, the Non-Wowven segment
designs, manufactures and distributes soft
flooring for events such as fairs and expositions
and specialised fabrics for insulation, lining,
cars, carpet backing and banners through its
Captigs brand.

Operating segments are reported in a manner
consistent with the internal reporting provided
to the Board and the Management Committee.
tems that are provided on a monthly basistothe
Management Committee are revenues, Adjusted
EBITDA, net inventory, accounts receivable and
capital expenditure. The segment information
provided in Note 4 has been selected on this
basis. It follows that other items such as total
assets and liabilities per segment are not
reviewed internally and hence not disclosed.
Interest income, interest expense and taxes
are managed centrally and accordingly such
iterns are not presented by segment as they
are excluded from the measure of segment
profitability.

Note 1.3 Foreign currency translation
Functional and presentation currency

ltems included in the Financial Statements
of each of the Group entities are measured
using the currency of the primary economic
environment in which the entity operates (“the
functional cumency”). The Consolidated Financial
Statements are presented in Euro, which is the

Group's functional and the Group's presentational
currency. All amounts are stated in thousands
of Euro unless otherwise stated.

Transactions and balances

Foreign currency transactions are translated
into the functional cumency using the exchange
rates prevailing at the dates of the transactions
or date of valuation, in case of items that are
re-measured at the reporting date. Foreign
exchange gains and losses resulting from the
settlerment of such transactions and from the
translation at year-end exchange rates of
rmonetary assets and liabilities denominatedin
foreign currencies are recognised in the income
statement.

Foreign exchange gains and losses that relate
to cash and cash equivalents and borrowings,
including borrowings, payables and receivables
between Group entities that do not qualify as
a net investment in a foreign operation are
presented in income statement within “Finance
income” and "Finance expenses”. All other foreign
exchange gains and losses are presentedinthe
income statement within “Other income” or *Other
expenses” which is part of the operating profit.

The principal exchange rates that have been
used to prepare these Financial Statements
are as follows:

31 December 2019 3 December 2018
Clesing Averoge Closing Average
usD 11234 mes 1145 1181
TRY G.6504 6. 3481 &.0z8 LATET
GBP 08508 0ETTE 089S 08847

Group entities

The results and financial position of all the

Group entities (none of which has the currency

of a hyper-inflationary economy) that have

a functional currency different from the

presentation currency are translated into the

presentation currency as follows:

» assets and liabilities for each statement of
financial position presented are translated at
the closing or year-end rate;

income and expenses for each income
statement are translated at average exchange
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rates (unless this average is not a reasonable
appraximation of the cumul ative effect of the
rates prevailing on the transaction dates, in
which case income and expenses are translated
at therate on the dates of the transactions): and

- all resulting exchange differences arerecognised
in "Other comprehensive income”,

On consolidation, exchange differences arising
from the translation of the net investment in
foreign operations, and of borrowings and
other currency instruments designated as
hedges of such investments (if any), are taken
to "Other comprehensive income”. When a
foreign operation is partially disposed of or sold,
exchange differences that were recorded in
equity are recognised in the income statement
as part of the gain or loss on sale.

Foreign exchange gains and losses that relate
to borrowings and transactions between Group
entities in a different currency compared to the
functional currency, are presented inthe income
statement within “Finance income” and *Finance
expenses”, if these borowings do not qualify as
a net investrent in a foreign operation.

Foreign exchange gains and losses resulting
from hedging instruments which are of a trading
nature, are presented in the income statement
within “Finance income” and “Finance expenses”.

Goodwill and fair value adjustrments arising on
the acquisition of a foreign entity are treated
as assets and liakilities of the foreign entity and
translated at the closing rate.

Note 1.4. Property, plant and equipment
Property, plant and equipment are carried
at acquisition cost less any accumulated
depreciation and less any accumulated
impairment loss. Cost of property, plant and
equipment also includes the estimated cost
of dismantling and removing the asset and
restoring the site, to the extent that the provision
is recognised under IAS 37 “Provisions, Contingent
Liakilities and Contingent Assets".

Subsequent costs are included in the asset's
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carrying amount or recognised as a separate
asset, as appropriate, only when it is probable
that future economic benefits associated with
the item will flow to the Group and the cost of
theitem can be measured reliably. The carrying
amount of the replaced part is derecognised.
All other repairs and maintenance are charged
to the income statement during the financial
period in which they are incured.

Freehold land is not depreciated. Depreciationon
other assets is calculated using the straight-line
method, to allocate the costs over the estimated
remaining useful lives, as follows:

Industrial and administrative buildings

- Structural work 40-50 years
- Other elements 10-25 years
- Machinery 10-33 years
- Vehicles, transport equipment 5 years

- Furniture, fittings and equipment 5-15 years

Cars are depreciated to aresidual value of 20%
of the initial cost.

Spare parts purchased for particular items of
plant are capitalised and depreciated over
the useful life not exceeding 4 years. Samples
of products are capitalised and depreciated
over 2-3 years.

The assets’ residual values and useful lives
are reviewed, and adjusted if appropriate, at
the end of each reporting period. An asset's
carrying amount is written down immediately
to its recoverable amount if the asset's carrying
amount is greater thanits estimated recoverable
amount.

Fair value adjustments as a result of Business
Combinations are depreciated over the
estimated remaining useful life of the applicable
assets.

Gains and losses on disposals are determined
by comparing the proceeds with the camrying
amount and are recognised within “Other income”
or "Other expenses” in the income staterment.

Note 1.5. Goodwill

Goodwill is allocated to cash-generating
units or groups of cash-generating units that
are expected to benefit from the business
combination in which the goodwill arose.
Goodwill is tested annually for impairment and
carried at cost in the underlying currency less
accumulated impairment losses. Impairment
losses on goodwill are not reversed. Gains and
losses on the disposal of a cash-generating unit
include the camying amount of goodwill relating
to the cash-generating unit sold.

Note 1.4, Other intangible assets

Trademarks

Trademarks acquired in a business combination
are recognised at fair value at the acquisition
date, The fair market valueis detemmined onthe
basis of a net present value calculation comected
for the cost to be taken to further support the
trademarks in the market. Trademarks have
a finite useful life and are carried at cost less
accumulated amortisation, Amortisation is
calculated using the straight-line method to
allocate the cost of the trademarks over the
shortest of their estimated useful lives or the
period of the legal right.

Internally generated software and other
development cost

Costs associated with maintaining computer
software programs are recognised as an
expense as incured. Development costs that
are directly attributable to the design and testing
of identifiable and unique software products
controlled by the Group are recognised as
intangible assets when the following criteria
are met;

« itis technically feasible to complete the software
so that it will be available for use;

- management intends to complete the software
and use or sell it;

- there is an ability to use or sell the software;

» it can be demonstrated how the software will
generate probable future economic benefits;

-adequate technical, financial and other
resources to complete the development and
touse or sel the software product are available;

and

* the expenditure attributable to the software
during its development can be reliably
measured.

Directly attributable costs that are capitalised
as part of the software product include the
software development employee costs and
an appropriate portion of directly attrioutable
overheads.

Other development expenditures that do not
rmeetthese criteria are recognised as an expense
as incurred. Development costs previously
recognised as an expense are not recognised
as an asset in a subsequent period.

Computer software development costs
recognised as assets are amortised over their
estimated useful lives, which in general is equal
to 4 years.

Note 1.7 Impairment of assets

Goodwill is not subject to amortisation and is
tested annually for impairment, or more frequently
if events or changes in circumstances indicate
that they might be impaired. Other assets
are tested for impairment whenever events or
changes in circumstances indicate that the
canying amount may not be recoverable. An
impairment lossis recognised for the amount by
which the asset's carrying amount exceeds its
recoverable amount. The recoverable amount
is the higher of an asset's fair value less costs
of disposal and value in use. These values are
generally determined based on discounted cash
flow calculations. For the purposes of assessing
impairment, assets are grouped at the lowest
levels for which there are separately identifiable
cash inflows which are largely independent of
the cash inflows from other assets or groups of
assets (cash-generating units). Non-financial
assets other than goodwill that suffered an
impairment are reviewed for possible reversal
of the impaiment at the end of each reporting
period.

Note 1.8. Derivative financial instruments
Derivatives are initially recognised at fair value
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on the date a derivative contract is entered
into and are subsequently re-measured at their
fair value. The Group records dll gains or losses
resulting from changes in fair value of derivatives
in the income staterment within "Other income” or
“Other expenses” to the extent that they relate to
operating activities and within “Finance income”
or "Finance expenses” to the extent that they
relate to the financing activities of the Group.

Derivative financial instruments used to hedge
the exposure tovariability in future cash flows are
designated as hedges under cash flow hedge
accounting. The effective portion of changes in
fair value as from the designation date of the
cash flow hedge are recorded in the cash flow
hedge reserve, part of “Other comprehensive
income”. Amounts recorded in the cash flow
hedge reserve will be recognised inthe income
statement in the same period or periods during
which the hedged forecast transaction affects
the income statement. In case of the hedge of
a forecast sales transaction, this coincides with
the date upon which the revenue and trade
receivable is recognised.

When the underlying hedged transactions no
longer meet the criteria for hedge accounting,
the cumulative gain or loss on the hedging
instrument that has been recognised in “Other
comprehensive income” frorm the period when
the hedge was effective shall be reclassified
from equity to profit orloss as a reclassification
adjustment.

When the underlying hedged transactionis no
longer expected to occur, the cumulative gains
or loss onthe hedging instrument that has been
recognised in “Other comprehensive income”
from the period whenthe hedge was effective
shall be reclassified from equity to profit or loss
as areclassification adjustment.

Note 12 Inventories

Inventories are stated at the lower of cost and
net realisable value. These net realisable value
adjustments are reviewed on a regular basis
and updated to reflect the estimated selling
price less selling expenses, based on historical
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data and expectations. Cost is determined
using the first-in, first-out (“FIFO") method. The
cost of finished goods and work in progress
comprises amongst other design costs, raw
materials, direct labour, other direct costs and
related production overheads (based on nomal
operating capacity). Net realisable valueis the
estimated selling price in the ordinary course
of business, less applicable variable selling
expenses.

Based on a quantified methodology, provisions
against the carrying value of inventories are
recorded taking qualitative aspects into account
including the lower of cost versus net realisable
value assessment. These provisions are reviewed
by management.

Note 1.10. Trade receivables

Trade receivables are amounts due from
customers for goods sold or services performed
in the ordinary course of business. Trade
receivables are recognised initially at fair value
and subsequently measured at amortised cost
using the effective interest method, less bad debt
dllowance. Trade receivables are reviewed on
continuing basis, if collectionis expected inone
year or less, they are classified as cument assets.
If not, they are presented as non-current assets,

The Group has applied IFRS ? by applying the
rmodified retrospective approach, by usingthe
standard's simplified approach and calculated
ECLs (Expected Credit Loss) based on lifetime
expected credit losses. The Group has established
a provision matrix. Trade receivables have been
categorised by common characteristics that
are representative of the customer's abilities
to pay (based on geographical region and
type of customers such as retail, wholesale
or construction & building, and delinquency
status). The provision matrix is based on historical
observed default rates, whereby historical credit
loss experience is adjusted by scalar factors to
reflect differences inthe Group's view of cumrent
and expected economic conditions and historical
conditions.

In addition, to this general approach, the Group

includes individually managed exposures on a
case by case basis if not covered by the ECL
rmodel, also reflecting additional risk factors into
the ECL model if not yet included.

Note 1.71. Cash and cash equivalents

Cash and cash equivalents includes cash on
hand, deposits held at call with banks, other
short-term highly liquid investments and bank
overdrafts. Bank overdrafts are shown within
borowings in curent liabilities on the statement
of financial position.

Note 1.12. Share capital

Ordinary shares are classified as equity.
Incremental costs directly attributable to the
issue of new shares or options are shown in equity
as a deduction, net of tax, from the proceeds.

Note 1.13. Government grants

Government grants are recognised at their fair
value when there is a reasonable assurance
that the grant will be received and the Group
will comply with all attached conditions.

Govemment grants relating to costs are deferred
and recognised in the income statement within
“Other income" over the period necessary to
mcitch them with the costs that they are intended
to compensate,

Government grants relating to property, plant
and equipment are included in non-current
liabilities as defered government grants and
are credited to the income statement on a
straight-line basis over the expected useful
lives of the related assets.

Note 1.14. Trade payables

Trade payables are obligations to pay for
goods or services that have been acquired in
the ordinary course of business from suppliers.
Trade payables are classified as current liakilities
if payment is due within one year or less (or in
the normal operating cycle of the business if
longer). If not, they are presented as non-cumrent
ligbilities.

Trade payables are recognised initially at fair

value and subsequently measured at amortised
cost using the effective interest method.

Supplier finance arrangements are recognised
as a financial liability unless the original
trade payable is extinguished or its terms are
significantly modified to the extent that it qualifies
for de-recognition under IFRS 9 (we refer to
de-recognition of financial assets and liakilities
Note 1.17).

Note 1.15. Classification liability or equity
Some instruments that have the legal form of
a liability are, in substance, equity. A financial
instrument is classified as a financial liakility or an
equity instrument depending on the substance
of the arrangement rather than the legal form.
Licbilities arise when the issuer is contractually
obligated to deliver cash or another financial
asset to the holder. An instrument is an equity
instrurment only ifthe issuer has no such coligation,
i.2. ithas an unconditional right to avoid settlement
in cash or another financial asset. The ability to
defer payment is not enough to achieve equity
classification, unless payment can be deferred
indefinitely. Generally an cbligation for the entity
to deliver its own shares is not a financial liakility
becausean entity’s own shares are not considered
its financial assets. An exception to thisis where
an entity is obliged to deliver avariable number
of its own equity instrurments.

Note 1.16. Senior Secured Notes, bank and other
borrowings

Senior Secured Notes, bank and other borrowings
are recognised initially at fair value, net of
transaction costs incurred. They are subsequently
carried at amortised cost; any difference
between the proceeds (net of transaction
costs) and the redemption value is recognised
in the income statement over the period of the
borrowings using the effective interest method.

Note 1.17 De-recognition of financial assets
and liabilities

A financial asset (or, where applicable, a part
of a financial asset or part of a group of similar
financial assets) is derecognised when:
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- therights to receive cash flows from the asset
have expired;

- the Group retains the right to receive cash
flows from the asset, but has assumed an
obligation to pay therm in full without material
delay to a third party under a “pass through”
arrangement; or

+ the Group has transferred its rights to receive
cash flows from the asset and either (a) has
transferred substantially all the risks and rewards
of the asset, or [b) has neither transfered nor
retained substantially all the risks and rewards of
the asset, but has transferred contmol of the asset.

Where IFRS 9 de-recognition criteria are not
met, the receivables continue to be recognised
in the statement of financial position, while
the proceeds received by the Group under
any financing/factoring arrangements are
recognised as a financial liability.

A financidl liability is de-recognised when the
obligation under the liability is discharged
or cancelled or expires. Where an existing
financial liability is replaced by ancther from
the same lender on substantially different termns,
or when the existing liability is transferred to a
different lender and the Group obtains a legal
release from the initial lender, or the tems of
an existing liability are substantially modified,
such anexchange or modification is treated as
a de-recognition of the original liability and the
recognition of a new liability, and the difference
in the respective amounts is recognised in the
income statement.

The terms are substantially different if the
discounted present value of the cash flows under
the new temns, including any fees paid net of any
fees received and discounted using the original
effective interest rate, is at least ten per cent
different frorm the discounted present value of
the remaining cash flows of the original financial
lickility:

Note 1.18. Current and deferred income tax

The tax expense for the period comprises current
and deferred tax. Taxis recognised in the income
statement, except to the extent that it relates

BALTA ANNUAL REPORT 2019

to items recognised in "Other comprehensive
income” or directly in "Equity”. In this case the
taxis also recognised in "Other comprehensive
income” or directly in “Equity”, respectively.

The current income tax charge is calculated on
the basis of the tax laws enacted or substantively
enacted at the statement of financial position
date in the countries where the Group entities
operate and generate taxable income. In line
with paragraph 46 of IAS 12 'income taxes’,
management pericdically evaluates positions
taken in tax returns with respect to situations
inwhich applicable tax regulationis subject to
interpretation. It establishes provisions where
appropriate on the basis of amounts expected
to be paid to the tax authorities. This evaluation
is made for tax periods open for audit by the
competent authorities.

Deferred income tax is recognised, using the
liability method, on temporary differences
arising between the tax bases of assets and
liabilities and their carrying amounts in the
Consolidated Financial Statements. However,
the deferred income tax is not accounted for
if it arises from initial recognition of an asset or
liakility in a transaction other than a business
combination that at the time of the transaction
affects neither accounting nor taxable profit nor
loss. Deferred income tax is determined using
tax rates (and laws) that have been enacted
or substantially enacted by the "Statement of
financial position” date and are expected to
apply when the related deferred income tax
asset is realised or the deferred income tax
liakility is settled.

Deferred income tax assets are recognised
only to the extent that it is probable that future
taxable profit will be available against which
the temporary differences can be utilised.

Deferred income tax is provided on temporary
differences arising on investments in subsidiaries
and associates, except where the timing of
the reversal of the temporary difference is
controlled by the Group and it is probable that
the temporary difference will not reverse in the

foreseeable future.

Deferred income tax assets and liabilities are
offset when there is a legally enforceable right
to offset current tax assets against current tax
liabilities and when the deferred income taxes
assets and liabilities relate to income taxes
levied by the same taxation authority on either
the taxable entity or different taxable entities
where there is an intention to settle the balances
on a net basis. Deferred tax is not discounted.

Note 1.19 Provisions

Provisions for restructuring expenses, legal claims,
sernvice waranties and make good obligations
are recognised when the group has a present
legal or constructive obligation as a result of past
events, it is probable that an outflow of resources
will be required to settle the obligation and the
amount can be reliably estimated. Provisions
are not recognised for future operating losses.

Where there are a number of similar cbligations,
the likelihood that an ocutflow will be required
in settlement is determined by considering the
class of obligations as a whole. A provision is
recognised even if the likelihood of an outflow
with respect to any one item included in the
same class of obligations may be small.

Provisions are measured at the present value of
rmanagement'’s best estimate of the expenditure
required to settle the present ocbligation at the
end of the reporting period. The discount rate
used todetermine the present value is a pre-tax
rate that reflects current market assessments of
the time value of money and the risks specific
to theliability. The increase inthe provision due
to the passage of time is recognised as interest
expense.

Note 1.20. Employee benefits

Pension obligations

14579 distinguishes two types of post-employrment
benefit plans:

- Defined contribution plans (DC plans) are
post-employment benefit plans under which
an enterprise pays fixed contributions into a

separate entity (a fund or group insurance
contract) and will have no legal or constructive
obligation to pay further contributions if the
fund does not hold sufficient assets to pay all
employee benefits relating to employee service
in the cumrent or prior periods;

- Defined benefit plans (DB plans) are post-
employment benefit plans other than defined
contribution plans.

Group entities operate one defined benefit plan
for a group of managers and various pension
schermes funded through payments to insurance
companies. Because of the Belgian legislation
applicable to 2nd pillar pension plans (so-called
“Law Vandenbroucke”), all Belgian defined
contribution plans have to be considered under
IFRS asdefined benefit plans. LawVandenbroucke
states that in the context of defined contribution
plans, the employers must guarantee a minimum
return of 3.75% on employee contrbutions and
3.25% on employer contributions. However, shortly
before year-end 2015, a change in the Belgian
Low was enacted resulting in a decrease of the
guaranteed return from 3.25 % to a minimum
interest rate defined based upon the Belgian
10-year interest rate but within the range 1.75%
- 3.25%. The new rate (1.75% per 31 December
2019 and per 31 December 2018) applies for the
years after 2015 on future contributions and also
on the accumulated past contributions as from
31 Decemiber 2075 if the finandng organisation does
not guarantee a certain result on contributions until
retirernent age. If the organisation does guarantee
such a result, the historical rates still apply.

Because of this minimum guaranteed return, the
employer is exposed to a financial risk: further
contributions could be required if the return on
the assets is not sufficient to reach the minirmum
benefits to be paid. The Group has plans that
are financed through insurance contracts. The
projected unit credit method has been used as
the actuarial technique to measure the defined
benefit cbligation. Note that for the bonus plans, a
simplified approach is applied as it is not possible
to predict future bonuses (which define future
contributions). The fair value of the plan assets
is based on §113 of IAS 19 and is defined as the
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present value of the retirerment capitals guaranteed
by the insurance company (using the tariffs as
set out by the insurance company). The discount
rate used tokes into account the investrment risk of
financial institutions by referring to financial single
Abonds. Therefore anadditional gap is added to
the Defined Benefit Obligation ("DBQO") discount
rate which reflects the difference between double
Al corporate bonds and single A financial bonds.
At 31 December 2019 this gap was 40 basis points.

Other post-employment obligations
The Group does not have other post-employment
obligations.

Termination benefits

Termination benefits are payalde when employment
is terminated by the Group before the nomal
retirernent date, orwhenever anemployee accepts
voluntary redundancy in exchange for these
benefits. The Group recognises a liability and
expense for termination benefits at the earlier
of the following dates: (a) when the Group can
no longer withdraw the offer of those benefits;
and (b) when the Group recognises costs for a
restructuring that is within the scope of I1AS 37
and involves the payment of termination benefits.
Benefits falling due more than 12 months after
the end of the reporting period are discounted
to their present value.

In Belgium, the system of eary retirerment pensions
ensures that eldery people who are dismissed
by their employer or who are encouraged to
terminate their employment and who fulfil certain
conditions, are eligible to receive supplermentary
unemployrment alowance and paid by their former
employer ontop of the unemployment allowances
paid by social security. This benefit is generally
paid until nomnal retirement age, whichis 65 years.

Within the Group, several former employees
benefit from the system of “eary retirement fee
or pension”, based on several Belgian Collective
Labour Agreements (CLAs) in place for the sector
(textielnjverheid en breiwerk/ industrie textile et
de la bonneterie) or specifically for the Group.
These CLAs describe the different possibilities
for employees in the sector to benefit from “early
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retirerment fee or pension”, the creation of a sector
fund (fonds voor bestaanszekerheid/fonds de
sécurité dexistence), part-time work, education
and training etc. Certain CLAs exist for blue colar
workers and others for white collar worers,

For those earty retirernent fees or pensions which are
directly paid out by the employer, a provision should
be madeunder IAS 19 It has been determined as
the present value of the best estimate of future
cash flows. The discount rate used is based on
the return on high quality corporate bonds (AA
rated) of a maturity equivalent to the duration
of the liablities. The changes in pension liabkilities
are accounted for through other comprehensive
incorme when the changes relate to a change in
actuarial assumptions from one year to ancther,

Bonus plans

Bonuses received by company employees and
rmanagement are based on pre-defined Group
and individual target achievernent. The estimated
amount of the bonus is recognised as anexpense
inthe period the bonus is eamed.

Share Based payments

An equity-settled share-based payment
transaction is a transaction in which the Group
receives senices as consideration for its own
shares (or share options). The fair value of the
senvices received in exchange for the grant of the
shares (or share options) measured by reference
to the grant date fair value of the shares (or share
options), is recognised as an expense over the
vesting period.

When share-based payment plans are cash-
settled: the goods or services acquired and the
ligbility are measured at the fair value of the
ligbility. Until the liability is settled, the fair value
of the liability is re-measured at the end of each
reporting period and at the date of settlement
with any changes in fair value recognised in profit
and loss for the period.

Note 1.21. Revenue recognition

Revenue from contracts

IFRS 15 Revenue from contracts with customers
supersedes IAS 18 Revenue, IAS 11 Construction
Contracts and a number of revenue related
interpretations. Under FRS 15, revenue is recognised
at an amount that reflects the consideration to
which anentity expects to beentitled in exchange
for transferring goods or services to a customer.
The new standard establishes a five—step mode
to account for revenue arising from contracts
with customers. The standard requires entities
to exercise judgement, taking into consideration
all of the relevant facts and circumstances when
applying each step of the model to contracts
withtheir custorners. The five steps are to identify
the contract(s) with the customer, identify the
performance obligations inthe contract, determine
the transaction price, dllocate the transaction price
to each performance obligation and recognise
revenue as each performance obligation is
satisfied.

Balta has assessed each of the revenue streams
from an IFRS 15 revenue recognition perspective
(a5 disclosed in Note 4) and has concluded that
IFRS15 does not have animpact on the amount
and timing of revenue recognition. In adopting
IFRS 15, the Group has considered the following:

Recognition of revenue from distinct performance
obligations

The Group has analysed its contracts with
customers to determine all its performance
obligations. Performance obligations arising
frormn the Group's sales contracts are mainly order-
driven customer deliveries related to the sale of
goods. Senvices mostly have an ancilary ole in the
Group's business operations, or they complement
deliveries of goods. The Group did notidentify any
distinct performance obligations that should be
accounted for in accordance with IFRS 15

Variable considerations

Some contracts with customers provide volume
rebates, financial discounts, price concessions
or a right of return for quality claims. Revenue
from these sales are recognised based on the
price specified in the contract, net of returns and

allowances, trade discounts and volume rebates.
During a financial year, the presentation of the
effect of a variable price component can be
based on management’s judgement of discount
drivers, for example the sales quantity reached
with a given customer during the year. IFRS 15
does not change the principles applied by the
Group to the detemmination or dllocation of the
transaction price.

Recognising revenue as each performance
obligation is satisfied

According to IFRS 15, revenueis recognised in the
period during which the custormer assurmes control
of the delivered goods. The Group delivers goods
under contractual terms based onintemationally
accepted delivery conditions (Incoterms) and has
concluded that the transfer of risks and rewards
generdlly coincides with the transfer of control at
a pointintime under Incotermns. Consequently; the
timing of revenue recognised for the sales of its
products does not change under IFRS 15

Warranty obligations

The Group provides assurance-type warranties
that the products sold cormply with agreed-upon
specifications. These waranties do not qualify as
a separate senvice (performance obligations) and
hence will continue to be accounted for underlAS
37 Provisions, Contingent Liabilities and Contingent
Assets, consistent with past practice.

Interest income

Interest income is recognised using the effective
interest method. When a receivable is impaired,
the Group reduces the carrying amount to its
recoverable amount, being the estimated future
cash flow discounted at the original effective
interest rate, and continues unwinding the discount
as interest income. Interest income on impaired
loans and receivables are recognised using the
original effective interest rate.

Dividend income
Dividend income is recognised when the right to
receive payment is established.

Impaimnent losses on trade receivables or contract
assets
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The Group applied IFRS 2 in relationship to the
impaiment losses on trade receivable, we refer to
MNote 110 The Group has no significant contract
balances where either the Group has performed
the Performance Obligation (PQ) for which no
biling occurred yet, or altematively has received
advance payments for which the PO has not
been satisfied.

Note 1.22. Leases
The Group leases certain property, plant and
equipment,

IFRS 16 is effective for annual reporting since 1
January 2012 Balta has opted for the modified
retrospective method, not restating comparatives
for 2018,

The new accounting standard results in almost
all leases being recognised on the balance sheet
(except for low-value assets orleases with alease
term of 12 months or less which are accounted
for in P&L).

Under the new standard, an asset (the right-to-
use asset) and aliability to make lease payments
(the leaseliability) are recognised. The right-to-use
asset of the leased assets are capitalised under
property, plant and equipment and comprises the
net present value of the lease. The comresponding
lease liability is subdivided into curent (lease
payrment within 12 months) and non-current liability.
For each lease contract at the application date,
an estimate has been made for the duration of
the contract including anoptional lease perodin
case there is easonably certainty that the option
could be extended.

Lease terms remain unchanged, unless an
occumrence of a significant event or a significant
change in circumstances that are in control of the
lessee, impacted the duration of the lease, in that
case, the lease term will be reassessed.

The Group dlso elected not to reassess whether
a contract is, or contains a lease at the date
of initial application. Instead, for contracts
entered into before the transition date the Group
relied on its assessments made applying 1AS 17
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and Interpretation 4 Determining whether an
Arrangement contains a Lease.

At the commencement date of a lease, lessees
recognise a lease liability (ie. a liabilty to make
lease payments), and aright-of-use asset (ie. an
asset representing the right touse the underlying
asset over the lease term). The lease liabilities
are recognised at the present value of the
remaining lease payments. The right-of-use asset
is depreciated over the temn of the lease. Interest
expense is recognised on the lease liability. The
lease liability is rermmeasured upon the occurrence
of certain events (e.g. a change in the lease term
or a change in future lease payments resulting
from a change in index). Such remeasurements
of the lease liability will generally be recognised
as anadjustment to the right-of-use asset.

The Group applies the lease recognitionexemptions
for short-ter leases and leases for which the
underlying asset is of low value. The Group elects,
by class of underlying asset, not to separate non-
lease components from lease components and
instead accounts for each lease component and
any associated non-lease component as one
single lease component.

The application of IFRS 16 results in the recognition
of a right-of-use asset and liability of €43.6m at
1 January 2012 We refer to note 13 and note 24,

The liability was measured at the present value of
the remaining lease payments, discounted at a
predetermined discount rote. Balta applied severdl
discount rates, depending on the type of asset
(buildings or machines), lease term, geogmphical
areq, risk premium (from 1,80% to 3%) and the
variability of the base rate (based on the market
swap rates of 31 December 2018). The applied
incremental borrowing rate depends on the
geographical environment and the remaining
duration of the agreement. Forcontractsin Europe,
this is between 0 and 1.4%. While in the US, the
incrermental borrowing rate is 2.7%.

The leasing agreements under IFRS 16 have
a remaining term between 1 and 12 years. We
relied on previous assessments on whether leases

are onerous as an alternative to performing
an impaiment review — there were no onerous
contracts as at 1 January 2019,

Note 1.23. Dividend distribution

Dividend distribution to the Company’s shareholders
is recognised as a liability in the Group's Financial
Statements in the period in which the dividends
are appraved by the Company’s shareholders.

Note 1.24. Cash flow statement

The cash flows of the Group are presented using
the indirect method. This method reconciles
the movement in cash for the reporting period
by adjusting net profit for the year for any non-
cash items and changes in working capital, and
identifying investing and financing cash flows for
the reporting period.

Note 1.25. Non-GAAP measures

The folowing dlternative performance measures
(non-IFRS) have been used as management
believes that they are widely used by certain
investors, securities analysts and other interested
parties as supplemental measures of performance
and liquidity. The altemative performance measures
rncry not be companable to similary tited measures
of other companies, have limitations as analytical
tools and should not be considered in isolation or
as a substitute for analysis of our cperating results,
our performance or our liquidity under IFRS.

Adjusted Operating Profit/Loss is defined as
operating profit / (loss) adjusted for (i) the impact
of the purchase price dllocation mainly onchanges
in inventories, (i) gains on asset disposals, iii)
integration and restructuring expensas and (iv)
impairment and write-off.

Adjusted EBITDA marginis defined as the Adjusted
EBITDA as a percentage of revenue,

Adjusted EBITDA is defined as operating profit /
(loss) adjusted for (i) the impact of the purchase
price dlocation mainly on change ininventories,
(i) gains on asset disposals, (iii) integration
and restructuring expenses, (iv) depreciation /
amortisation and (v) impaiment and write-off.

Adjusted Earnings per share is defined as profit /
(loss) for the period adjusted for (i) the impact of
the purchase price dlocation mainly on changesin
inventory, (i) gains on asset disposals, (i) integration
and restructuring expenses, (iv) non-recurring
finance expenses and (v) non-recuring tax effects,
divided by the number of shares of Balta Group NV.

Gross Debt is defined as (i) Senior Secured Notes
adjusted for the financing fees included in the
carrying amount, (i) Senior Term Loan Facility
adjusted for capitalised financing fees, (iii) bank
and other borrowings adjusted for capitalised
financing fees.

Net Debt is defined as (i) Senior Secured Notes
adjusted for the financing fees included in the
carrying amount, (i) Senior Term Loan Facility
adjusted for capitalised financing fees, (iii) bank
and other borrowings adjusted for capitalised
financing fees and (iv) cash and cashequivalents.

Net-investment or Net-CAPEX is defined as of the
surmn of all investments in tangible and intangible
fixed assets adjusted for proceeds from sales of
fixed assets.

NEXT key assumptions and NEXT impacts are to

be understood versus a baseline of 2018 or 2019:

* Impacts shown for the Revenue initiatives are the
anticipated gross impacts and take no account
of possible ‘cannibalization effects’ or the cument
rmacro-economic uncertainty

* Impacts shown for the Margin initiatives are the
anticipated gross impacts before cost inflation

* Impacts are calculated on the basis of forecast
volumes

+ FX exchange rates are assumed stable over the
period

- Leanand Procurement are PEL impacts ([excluding
Capex savings or cost avoidance) and affect
either COGS raw materials consumption or costs)
or fixed expenses [eg maintenance)

Leverage is defined as the ratio of Net Debt to
Adjusted EBITDA (excluding IFRS ¥ as per financing
documentation).
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Mote 2. Critical accounting estimates and
judgements

Theamounts presented in the Financial Statements
involve the use of estimates and assumptions
about the future. Estimates and judgements
are continually evaluated and are based on
historical experience and other factors, including
expectations of future events that are believed
to be reasonable under the circumstances. The
estimates and assumptions will seldom equal
the related actual results. The estimates and
assurmptions that could have an impact on the
Financial Statements are discussed below.

Goodwill

The amount of goodwill initially recognised as a
result of a business combination is dependent
on the allocation of the purchase price to the
fair value of the identifiable assets acquired and
the liabilities assumed. The determination of the
fair value of the assets and liabkilities is based,
to a considerable extent, on management's
judgement. Allocation of the purchase price
affects the results of the Group as finite life
intangible assets are amortised, whereas indefinite
life intangible assets, including goodwill, are not
amortised and could resultin differing amortisation
charges based on the allocation to indefinite life
and finite life intangible assets..

Impairment testing
IFRS requires management to undertake an
annual test forimpairment of indefinite life assets
and, for finite life assets, to test for impairment
if events or changes in circumstances indicate
that the carrying amount of an asset may not
be recoverable. Impairment testing is an area
involving management judgement, requiring
assessment as to whether the carrying value
of assets can be supported by the net present
value of future cash flows derived from such
assets using cash flow projections which have
been discounted at an appropriate rate. In
cadlculating the net present value of the future
cash flows, certain assumptions are required to
be made in respect of highly uncertain matters
including management's expectations of:
- growth in Adjusted EBITDA, calculated as
adjusted operating profit before depreciation
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and amortisation;

*timing and quantum of future capital
expenditure;

* long-term growth rates; and

» the selection of discount rates to reflect the
risks involved.

Changing the assumptions selected by
management, in particular the discount rate
and growth rate assumptions used inthe cash
flow projections, could significantly affect the
Group's impaimment evaluation and hence results.
The Group's review includes the key assumptions
related to sensitivity in the cash flow projections.
Further details are provided in Note 7

Income taxes

The Group operates invarous tax jurisdictionsand
therefore has to determine tax positions under
respective local tax laws and tax authorities’
views which can be complex and subject to
different interpretations of tax payers and local
tax authorities. The Group incurs costs centrally
which are allocated to subsidiaries in different
jurisdictions and which exposes the Group to
inherent tax risks, asis the case for all cormpanies
operating in an international context. Based
on these tax risks, management performed a
detailed assessment for uncertain tax positions
which resulted in provisions recorded for these
uncertainties, in line with IFRIC 23,

The Group has tax credits in respect of losses
carmied forward and Dividend Received Deduction
(relief for dividend payments by qualifying EU
subsidiaries to qualifying EU parent companies,
to avoid double taxation of dividend income).
These tax credits can be used to offset against
future taxable profits. The valuation of this asset
dependsonanumber of judgemental assurmptions
regarding the future taxable profits of different
Group subsidiaries in different jurisdictions and
onthe outcome of tax planning strategies. These
estimates are made prudently based on current
knowledge and reasonable long-term projections.
Where circumstances to change and the final tax
outcome would be different from the amounts
that were initially recorded, such differences will
impact the income tax and deferred tox provisions

inthe period inwhich such detemination is made.

Trade receivables

In applying IFRS 9, the Group makes significant
judgerments in detemnining the redlisable value in
respect to trade receivables. The Group applies
the IFRS 2 simplified approach to measuring
expected credit losses which uses a lifetime
expected loss alowance for all trade receivables.

To measure the lifetime expected credit losses,
the Group has established a provision matrix
based on the categorization by common
characteristics. The Group included the fdlowing
parameters: probability of default, exposure
at default (including estimated coverage by
creditinsurance). In order to approximate these
parameters, the trade receivables have been
categorsed based on common characteristics
(mainly geographical areq, type of customer
and the days past due). The provision matrix
is based on historical observed default rates,
whereby historical credit loss experience is
adjusted by scalar factors to reflect differences
in the Group's view of current and expected
economic conditions and historical conditions.

In addition to this generalized approach, the
Group included individually managed exposures
on a case by case basis, if not covered by the
ECL model.

Customer rebates

The Group dlso needs to make some judgements
in determining accruals for customer rebates as
presented in the "Other payables” section. When
estimating the rebates payable, the Group uses
all available information, including historical and
forecast results and takes into consideration the
type of customer, the type of transactionand the
specifics of each arangement. We also refer to
revenue recognition, Note 1.21.

Brexit

Although the impact of a Brexit is still considered
to be significant, we believe the impact on 2020
is limited given the on-going negotiations and
the related uncertainty will not impact the 2020
financial results.
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Mote 3. Reconciliation of non-GAAP measures

The table below shows the impact of the purchase price allocation and non-recurring items on
profit/(loss) of the period and provides areconciliation between the reported information and the
non-GAAP measures as presented in these Financial Statements.

209 208
{€ thousands) Reported Reported
Revanus &T1,151 SLE1FT
Row material expenses {317,005) (306,640
Changes in inventories {278) 5,824
Employes benefit eqpenses (157,284 52099
Other income 3570 3350
Other expenses {ma&,Z70) 17500
Adjusted EBITDA 74,282 72,184
Depreciation/amortisation (396037 (32,4300
Adjusted Operating Profit! 34,480 9704
Gains on amset disposals . .
integration and restructuring expenses (6641 (7.6
Operating profit /' (loss) 8,03% 32,004
Finance income 205 51
Finance expenses (25357 (25,881)
Het finance expenses (25,152} (25,830}
Profit / {loas) before income toves 2,888 617
Income tox benafit / expensa) 7472 P95
Profit / [loss) for the period from continuing operations 10380 71

{1} Adjusted Operating Profit and Adjusted EBITDA are non-GAAP measures as defined in Note 1.25

Several non-recurring items had a material as compared to €7.7m in 2018. The expenses in
impact on our 2019 net income. The impact of the current year are mainly driven by advisory
these events amounts to a net expense of €6.6m, fees related to the NEXT program.
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Mote 4. Segment reporting

Segment information is presented in respect of the Group's business segments as defined earlier.
The performances of the segments is reviewed by the Group's chief operational decision making

body, which is the Management Committee.

{€ thousands) 9 e

Revenue by segment &5 &46,19T7
Rugs 029 1983
Commecial 235,593 L
Residential T3R5 206,331
Non Woven 28134 28,755
Revenue by geography 67,151 6,197
Europe AWM 400538
North America 215,288 WI&ER
Rest of Word 41,653 44,871
Adjusted EBITDA by segment " 74,282 T34
Rugs 15,758 IRas
Commecial 40,83 30,585
Residential 15043 1225
Non Wowen 2,058 2.3m
Net Copital expenditure by segment 17306 30,828
Rugs 9820 9589
Commercial T8 10,500
Residential 9227 LY
Non Wowen S04 ™
Net inventory by segment 152548 BIANG
Rugs 7030 TLRL0
Commercial ETA TS EEA ]
Residential L1473 L3522
Non=Wowven 4,030 4162
Trode receivables by segment 50,152 51,807
Rugs 1B.0m 1,895
Commescial 22 84 FLYF
Residential 594 WS
Non=Woven TE0 1223

{1} We refer to Note 125 of which we provide a glossary of the non-GAAP measures.

Given the international sales footprint of the Group, 98% of revenue is realised outside Belgium,
with sales in Belgium being equal to around €12.5m in 2019 (2018: €14.0m).

All revenue mentioned in the table above reflect the revenue related to contracts with customers,
recognised in accordance with IFRS 15. The Group has recognised these revenue at apointin time,

in accordance with the accounting policies as disclosed in Note 1.21.
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Note 5. Goodwill

The goodwill represents, amongst other
things, the value ofthe longstanding customer
relationships, the Group's market position, brand
and reputation, as well as the value of the
Groug's workforce,

The goodwill impairment test is performed at
the level of a cash-generating unit (*CGU") or a
group of cash-generating units (“CGUs"), which
is the lowest level at which goodwil is monitored
for intemal management purposes. Our CGUs
are generally in line with our segments, with
our Commercial segment broken down into our
European activity and our US activity.

For the purpose of impaiment testing, goodwill
acquired in a business combination is allocated
to the CGUs that are expected to benefit most
from the business combination. Consequently,
the goodwill arising from the acquisition of Balta
Finance (€124.7m) has been solely allocated to
Rugs (€94.3m) and Commercial Europe (€30.4m),
whilst the goodwil arising from the acquisition of
Bentley has been allocated to Commercial US
(€71.2m). Whilst no goodwill has been dllocated
to Residential, the assets of this CGU have been
tested forimpairment using the same approach
as the impaiment testing for goodwill.

The impaiment testing has been perfomed on
30 September 2019 The assets and liakilities
comprising the CGU have not changed
significantly since the most recent calculation.

Based on the comparison of the “value in use”
(derived using discounted cash flow analysis)
and the carrying amount (book value of capital
employed) per CGU at 30 September 2019,
the Group has been able to demonstrate that
the recoverable amount exceeds the carrying
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amount and hence the goodwill is not impaired.
The “value in use” calculations use cash flow
projections (which include EBITDA, working
capital movements, capital expenditure and
taxes) and are based on financial projections
covering a three-year period. Estimates beyond
this three-year period are cadlculated with a
growth rate that reflects the long-temn growth
rate applicable to the CGU, moderated to reflect
management's view of long-term earnings
across the cycle.

Key assumptions on which management has
based its deteminations of the "value in use"
include terminal value growth rates of 2% for
Rugs (2018: 2%), 1% for Commercial Europe and
Commercial US (2018: 1%) and an after-tax
discount rate of 78% (2018: 8.3%).

The "valuein use” is mainly driven by the terminal
value which is particularly sensitive to changes
in the assumptions on the terminal value growth
rate and discount rate, Discount rates are
based on the weighted average cost of capital.
This average cost of capital is benchmarked
with comparable competitors. Terminal value
growth rates take into consideration external
macroeconomic sources of data and industry
specific trends. The table below includes the
CGUs to which goodwill has been allocated
and presents the extent in which these two
assurmptions would need to change in absoclute
termns in order to reduce the “valueinuse” to the
carrying amount.

Minimal Mo dimium
growth rote discount rote
Rugs onr 97%
Commercial Europe (23] 100%
Commercial US [EIRES] |EE

Movements compared to prior year solely relate
to changes in exchange rate.

Mote 6. Employee benefit expenses

The following table sets forthemployee benefit expenses for the years ended 31 December 2012 and 2018:

f€ thousands) 2009 08

Totol employee benefit eqpenses 1472846 158099
Woges and salaries NeTES mass
Sodial security costs 3495 K FA.c]
Pension costs 4,108 3440
Other employes benefit expenses ngFz7 12,2463

Employee benefit expenses increased due to an overall increase in the workforce. The total amounts
to €167.3m, compared to €1591m as per 31 December 2018.

The average number of employees in 2019 and 2018 was 3,915 (in full time equivalents) and 3,696
(in full time equivalents). Part-time employees are included on a proportionate basis.

2009 208
Averoge number of total employees 3,5 3496
HAveroge number of employees - biue collar 3,105 287
Ayeroge number of employees - white callar am ™
Mote 7. Other income and expenses
{€ thousands) 2009 08
Cther income 3570 3350
Foreign exchange gains &7 T
Foreign exchange forward controcts
Rerntal income from solar rooftop instoliations 1342 1358
Sales of enemy certificates a3 281
Grants 48R a1
Recharge of costs 30
Gain on sale of foed assets
Other 1345 Lra
Other exp enses 18,20 n7smM
Services and other goods 70,007 74,184
Seliing expenseas 41264 39581
Foreign exchange losses 1493 8O3
Foreign exchange forward controcts
Redl estate tox 3209 25904
Loss on sale of fived assets .
Other 78

Other income comprises a gain in relation to
foreign exchange movements, rental payments
received from third parties who lease the space to
install solar panels, grants and the sales of green
energy certificates to which we are eligible thanks
to the combined generation of heat and power.

Some costs can be recharged to extemal parties
for which the income was presented under
“Other income”,

Other expenses decreased by €1.3m to €116.3m for
theyearended 31 December 2012 from€1175m for the
yearended 31 Decermber 2078, The main component
of other expenses is services and other goods which
rainly includes electricity and gas, maintenance
and repairand interim blue collars. Seling expenses
rainly include freight and commissions.

The costs of research and developrment are also
included within "Other expenses”.
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The Group incurred €8.7m of research and
development expenses during the 12 months
ended in 31 December 2019 (2018: €7.2m). One of
the competitive advantages of our business is cur
long history of creativity and innovation. The Group
aims to leverage research and development to
continually optimize the production capacity and
provide designs that appedl to our customers.
Trends in product design and innovation are
closely monitored through continuous testing and
analysis, with a focus on anticipating customers’
preferences and market developments.

Note 8. Depreciation / amortisation
The components of depreciations and
amaortisations can be summarised as follows:

(€ thousands) 0% 208
Depreciation,/amortisation 39502 32,430
Amaortisation of intangible assets 2248 2,TH
Depreciation property, plant and 38749 35648
equipment

Releqse defemed revenue sale & 0,395 1,395)
lease back

Depreciation / amortisation amounts to €39.6m,
anincrease of €72m compared to 31 December
2018 mainly driven by the application of IFRS 16.

The release of deferred revenue sale and
leaseback relates to the gradual recognition
of the capital gain realised on the sale and
leaseback of one of the Group's manufacturing
facilities in 2014, This deferred revenue is
recognised on a straight line basis over a 12-
year period as partial offset to depreciation
charges over the period of the lease. The annual
amount recognised in the income statement
is €1.4m, with the balance of deferred income
equal to €8.8m as at 31 December 2012 (€10.4m
at the end of 2018).
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MNote 9 Integration and restructuring expenses
The totalintegration and restructuring expenses
incurred in 2019 amount to €46.6m (2018: €77m).
This comprises various iterns which are considered
by management as non-recurring or unusual by
nature,

(€ thousands) ool 08
Inte-grotion and restructuring exgpenses &441 TE89
Corparate restructuring &0 157
Business restructuring - & 207
Strategic advisory senvices &778 2,82
Other 0en &

The main component of the integration and
restructuring expensesin 2019 wasthe expense
in relation to NEXT. The implementation of this
J-yearearnings enhancement program focuses
on delivering sustainable growth, improving
commercial excellences and increasing cost
competitiveness.

In 2018, the optimisation of the Residential
operational footprint was concluded with a
total cost of €12.4m (of which €42m in 2018).
The €2.6m expenditure under strategic advisory
services was related to NEXT which was initioted
in 2018. The €1.2m one-off expense for corporate
restructuring was related to the changes in
executive leadership.

Mote 10. Finance expenses

(€ thousands) 0% 28
Total finance eqpenses 25357 25,881
Interest expense on Senior Secured 20,%0 20,150
Notes

Interest expense on Senior Term Loan &35 &35
Facility {£35m)

Interest expense on Bank bomowings 2,728 354
{inchuding leasing)

Foreign exxchange result on interco w0 2,050
transoctions

Other finance costs 1713 2,02

The net finance expense amount to €25.2m in
2019, and primarily contains the interest related
to the external borrowings (Senior Secured
MNotes, Senior Term Loan Facility and Finance
leasing obligations). We refer to Notes 21, 22
and 24 for a description of these facilities. The
net finance cost decreased due to less negative
foreign exchange differences on intercompany

transactions but was offset by the increase in
finance expenses from the application of IFRS 16.

Other finance costs mainly relate to factoring,
commitment fees and other bank related

charges. The effective interest expense of the

Note 11. Income tax benefit / expense

Senior Secured Notes comprises a cash interest
of €18.2m and the amortisation of capitalised
financing fees of €1.9m which are in line with
previous year.

{€ thousands) 2009 2008
Income tax benefit / [egpensa) T4T2 995
Current tax &,088 (5.240)
Defered to 13,550 6,256
{€ thousands) 2009 08
Income tax benefit / [egpensa) TAT2 995
Income tox caloulated at Lusembourg tox rate (24 946%) {r20) {1572
Rote differential due to transocticns with foreign entities 43 {153
Disallowed expenses (560 (1,034)
Toe-exempted mvenues 51| L2
Taxx kosses for which no defemed tax asset is recognized (3658) 273
Defered tox asset descognized

LLttilizotion and ecognition of previously not recognized tox ossets 12,485 2553
Other (544 53

Income taxes represent a 'benefit’ in both 2019
and 2018, driven by the net positive defered
tax income.,

In assessing whether deferred tax assets should
be recognised, management considers the
extent to whichitis probable that the deferred
tax assets will be redlised. The ultimate realisation
of deferred tax assets is dependent upon the
generation of future taxable profits during the
periods inwhich those temporary differences and
tax losses carried forward become deductible,

Management considers the expected reversal
of deferred tax liakilities and projected future
taxable income in making the assessment. The
Group reported income tax income for the year
of €74m based on profit before tax for the year
of €3.0m.

The tax income is mainly driven by the recognition
of previously unrecognised tax losses as a result
of the dlignment of the intercompany financing
to the enacted tax legislation.
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MNote 12. Other intangible assets

Trodemarks Software and Internally generoted Total
(€ thousands) licences intngible assets
Opening net book value 8999 1488 1532 12,29
Business combinations -
P - - &H58 448
Disposals - - - -
Transfers - - - -
Amortisation charge o9 a0l (557 {2,174)
Impairment charge - @ @
Exchange difierences 527 549 a9
Closing net book value 8,407 1,686 1326 n399
At 31 December 2018
Caost or valugtion 10,%0 4,531 07 25888
Accumulated amortisation, impairment and other 01,783 [4,965) {7741 14,589)
adjustments
Closing net book value 8,407 1,686 1326 n3ee
Opening net book value 8,407 1,686 1326 n3ee
Adkditions - 254 780 1034
Disposals - - - -
Transfers - - - -
Amortisotion charge 0,037 {537) (&70) (2 248)
impairment charge - - - -
EBxchange differences w2 3 8 m
Closing net book value 7530 1384 1443 10,357
At 31 December 2019
Cost or valugtion 10,385 &907 847 e
Accumulated amortisation, impairment and other {2858) {5,523) 8,503) 01&,783)
adjustments
Closing net book value 7530 1384 1,643 10357

The trademark of €75m relates to the acquisition
of Bentley.

The intemal and extemal software development
costs are capitalised under internally generated
intangible assets. These projects are mainly
related to SAP implementation, SAP upgrades
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and the automation of production processes.

The total amortisation expense of €2.2m (2018:
€2 .2m) is included in the line “Depreciation,
amortisation and impairment” in the income
statement.

Mote 13. Property, plant and equipment

{€ thousands) Land and buildings Plant and machinery Other Equipment Total
Opening net book value at 1 January 2018 162,103 TOSTT 18,080 3,160
Business combinations - - - -
Additions 345 Taz 1,573 31,760
Revalugtion sunplus - - - -
Disposals - (531 (3a7) (1.3
Transfers &3 4455 5,498 0
Deprediation charge {5.534) (3819 {m,895) (31,668
Impairment charge 1\ n,m3) 34 (7&0)
Exchange differences (2.005) {858 =8 (F734)
Closing net book value at 31 December 2018 153,752 132,632 14875 301259
Cost or valugtion 228,189 518,30 53585 8004
Acocurmilated deprediation, impairment and (6 437 (385,738) (38.10] 598,885
ather adjustments
Closing net book value at 31 December 2018 153,752 132,432 14,875 301,259
Opening net book value at 31 December 2018 153,752 132,432 14,875 301,259
Adoption of new accounting principle 827 B9 - 43508
Opening net book value at 1 January 2019 196, L&5 133,523 14,875 344 BET
Additions 3087 s 1809 34455
Disposals {&700 {384) (2,550 (3,404
Transfers mn 707 ;| R
Depedation charge ngas) 15,847 Noess) (38,757)
Impairment charge - - - -
Exchange differsnces {#75) #s7) = 0,775
Closing net book value at 31 December 2019 186,73 138,807 12,64 37504
Cost or valugtion mme S272m 38,578 37908
Accumuloted deprediation, impaiment and fas.964) {388,405) {25964) {50014
other adjustments
Closing net book value at 31 December 2019 186,173 138,807 12,64 37504

In 2019, a total of €80.4m (2018: €31.8m) has
been added of which €43.6m relating to the
application of a new accounting standard (IFRS
16). We refer to Note 1.1 for the impact of new
standards and Note 1.22 for the accounting
treatment of leases.

Main investments in 2019 were in particular in
plant, machinery and other equipment.

The total depreciation expense of €38.8m
(2018: €32.6m) has been charged in the line
‘Depreciation and amortisation” in the income
staterment.

€ thousands) Right-of-use assets Cwned PPEE Total PP&EE
As at 31 December 2018 12,004 289,255 301,259
Adoption of accounting policies 43408 - 43408
As at 1 January 2019 55,612 289,255 344,867
Additions 7743 28,892 36,655
Disposals (&80 {2,945) (3,404
Depreciatons (8,9 {30,030) (38,745
Transfer (871 an -
FX impact - 775 ,775)
As at 31 December 2019 53,325 284,268 33759
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Right-of-use asset value (€ thousands) 31 December 2019 31 December 2018
Right-of-use assets - Lond ond Buildings L7897 n,125

Cost = Copitalised leases &2 505 18412
Accumulated depedation 14,708) (7288)
Right-of-use assets - Plant and moachinery 5,428 B

Cost = Copitalised leases 6,525 1,155
Accumulated depedation o9&l {274)
Right-of-used assets - Total leased Property, Plant & Equipment 53,325 12,004
Cost = Copitalised leases S50 TRET
Accumulated depedation {15,804) (7562)

The Group's assets which are pledged as security
for the borowings are described in Note 23.

Exchange differences (2019: €1.8m and 2018:
€7.7m) relate to fluctuations in the closing
exchange rate of our Turkish entities and US
entities which have a significant amount of
property plant and equipment recorded on the
statement of financial position.

Mote 14. Deferred income tax assets and
liabilities
IFRS requires the deferred taxes for each
jurisdiction to be presented as a net asset or
liability. Offsetting of deferred tax liabilities from
one jurisdiction against deferred tax assets of
another jurisdiction is not allowed. The table
below presents the net defered tax position in
accordance with these presentation principles.

(€ thousands) 29 08
Defered tox assets: 10,580 L9217
Defemed tox assets to be reversed after more than 12 months BI0% 3,403
Defemed tox asset to be reversed within 12 months 23N 1324
Defered tox liabilities (&1,008) (47837
Defemred tox liability to be reversed after mose than 12 months (Z7075) {45,057
Defemed tox liability to be reversed within 12 months 3.930) {2, 780)
Het deferred tox liabilities (30,324} (a2.90)

The movement in the net deferred tax positions can be summarised as follows:

(€ thousands) 209 08
At 1 January (&2.50) (0,311
Adoption of occounting policies 1530) -
Exchange diffessnces %3 1278
Business combingtion -
Other comprehensive income 393 (134)
Mowement to share copital

Income staotement charge 13,550 6,254
At 31 December (30,324) (&2,910)

In contrast to the table above, the table below
shows the movement in deferred taxes on a
gross basis, i.e. without netting deferred tax
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liabilities and deferred tax assets within the
same jurisdiction.

Deferred tax assets

E 3

3 £ i ;

g Lo i
1 January 2018 8091 3,004 &5z 1,388 1434 1,059 22 700 11530
(Charged]/credited to the income stotement 7063 1) (757] (28] (z74) na 853 " &,455
Exxzhange differences 3 - 3G 344 '3 &T3
Other comprehensive income o7 o)
31 December 2018 14,157 2,592 a5 1360 951 1,450 1,29 %8 24752
1 January 20% 14,157 2,592 a5 1360 951 14590 12% 898 24752
(Charged)/credited to the income stotement 12902 s {57) (ol 78 1,007 F7=1A 555 397
Exchange differences s v, (35] (28) m e
Orther comprehensive income 373 73
Adoption of occounting policy (1.530) 1,530
31 December 20 ThikL 1476 @ 1350 1,195 24462 1,684 1452 3120

In assessing the realisability of deferred tax assets,
management considers the extent to which it
is probable that the deferred tax asset will be
realised. The ultimate realisation of deferred
tax assets is dependent upon the generation
of future taxable profits during the periods in
which those temporary differences and tax loss
carryforwards become deductible. Management
considers the expected reversal of deferred tax
liabilities and projected future taxable income
inmaking this assessment. Based upon the level
of historical taxable income and projections
for future taxable income over the periods in
which the deferred tax assets are deductible,
management believes it is probable the Group
will realise the benefits of these deductible
differences. As of 31 December 2019, the Group
has certain tax losses subject to significant

limitations. For those losses, deferred tax assets
are not recognised, as it is not probable that
gains will be generated to offset those losses.
Uncertain tax positions, as described in Note
2, are taken into account when recognising
deferred tax assets and liabilities.

As of 31 December 2019 total tax credits
amounted to €538.8m, resulting in a potential
defered tax asset of €1339m of which the Group
only recognised €28.2m at the end of 2019, As of
31 December 2018 total tax credits amounted
to €522.3m, resulting in a potential deferred
tax asset of €153.6m of which the Group only
recognised €16.8m.

The maijority of the tax credits in 2018 and 2019
are incurred at the level of the Group entities in
Belgium, where there is no expiry date regarding
the tax credits.

Deferred tax liabilities

Property, plant Intangible Inventary Other Total
(€ thousands) and equipment assets
At 1 January 2018 (63,4200 (1,958 (2,481) ] (&7.841)
Charged/|credited) to the income statement 2 145 225 {8on) {338)
Exhange differences 500 53] = 14 £T8
At 31 December 2018 (52,847 (1844) (2,223) (ras) (67 705)
At 1 January 2019 (52,847 1,844) (2,223) (7as) (&7705)
Charged/|credited) to the income statement 745 &1 {170) 329) 304
Exchange differences (247 A nn 14 213
At 31 December 200 (52,345) .762) (2 404) 1,108} (67.84)

ANANCIAL STATEMENTS

55



Deferred income tax liabilities have not been
recognised for the withholding tax and other
taxes that would be payable on the unremitted
eamings of certain subsidiares. Suchamounts are
pemanently reinvested. Aggregate unremitted
earnings are equal to €251.4m as of 31 December
2019 (as compared to €146.3m as of 31December
2018).

When we add up the gross amounts of deferred
tax assets (€378m) and gross amount of deferred
tax iabilities [E476m)we amve ot anet defered tox
lickility position per 31 December 2019 of €298m.

Note 15. Inventories
The table below provides a breakdown of total
inventories as per 31 December:

3 December 31 December

(€ thousands) 209 8

Totalimentores 152948 BIaRG
Row matenials and consumakbles &4, 554 &5147
Work in progress 20775 560
Finished goods ST509 &7.087

Inventories were relatively stable compared to
31 December 2018, showing an overall decrease
of €lm. Raw materials and work in progerss
both declined with €1m, offset by anincrease of
€1m in finished goods. The movernent in "Work
in progress’ and finished goods' is detailed as
follows:

(€ thousands) 209 08
Beginning of period B8, 747 azyn
Income statement (354 5826
Of which: impact purchase price
allocation
Of which: actual movements in 3ad) SA24
imentory
December 31 B8 384 BBT7&T

The Group increased the provision for obsolete
inventory in 2019 by €0.2m compared to a
decrease of €0.2m in 2018 which is included in
the Consolidated Statement of Comprehensive
income under “Raw materialsused” and "Changes
in inventories of finished goods and work in
progress” respectively related to raw materials
and finished goods (including work in progress).

The sum of the raw materal expenses and the
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changes in inventories recognised as expenses
in 2019 amounts to €317.3m as compared to
€300.8min 2018,

The Group's assets which are pledged as security
for the Senior Secured Notes and borowings are
described in Notes 21 to 23,

Note 16. Trade and other receivables
31 December 31 December

(€ thousands) 2009 208
Total rode and other recelvables 80,085 61,750
Trode and other receivables 1,121 995
(non-cumrent)
Other amounts eceivable 1121 et
Trode and other rec eivables (current) 58,566 80,765
Met trode receivables 50,800 51407
Trode recehalbles 53,538 54 482
Less: Bod debt allowance {2,738) {2,875)
Prepoyments and acoued income 947 1551
Other amounts eceivable &19 7587

The fair value of the trade and other receivables
approximates their carrying amount as the
impact of discounting is not significant.

As part of its normal course of business, the
Group has entered into non-recourse factorng
agreements with financial parties. The Group
has derecognised the accounts receivable
for which substantially all risk and rewards of
ownership have been transferred.

Cumrent trade and other receivables amounts
to €590m as of 31 December 2019 (and are in
line with previous year).

As of 31 December 2012 the net trade receivables
that were past due amounted to €3.3m (2018:
€3.6m).

In 2019 the Group has one external customer,
representing more than 10% of the Group's
revenue.

The Group uses credit insurance as a means to
transferthe creditrisk related to trade receivables.
Furthermore, our trade receivables portfolio is
very diversified, in terms of both segmentation

and client base, which mitigates the credit risk.
The credit quality of the trade receivables that
are neither past due nor impaired is good.

The carrying amounts of the Group's trade
and other receivables are denominated in the
following currencies:

3 December 31 December

The Group is monitoring the recoverability of
the trade and other receivables on a case by
case assessment. In addition, the Group has
applied IFRS 9, by using the standard's simplified
approach and calculated ECLs based on lifetime
expected credit losses.

{€ thousands) 2009 08
Total trode and other receivables £0,085 8,750
ELIR 835 20,181
uso 22810 24,753
GBP B0s&8 8,523
TRY 4372 8283
Mot due orless More than Total
than 15 days 15days
past due past due

31 December 2018
Expected loss rate 14% 593%
Gross camying amount = trode receivables 50843 3439 oA, 582
Loss allowance Tia 2157 2,875
31 December 2019
Expected loss rate 29% ETNE
Gross camying amount - trode receivables 50,200 3,138 53538
Loss allowance 1480 1258 2,738

Movements in the Groug's bad debt allowance with respect to trade receivables are as follows:

{€ thousands) 209 2008
As ot 31 December - calculated under IAS 39 (2,875) (965)
Amounts restated theough opening retoined eamings 1,857
Opening loss allowance as ot 1 January - calculoted under IFRS & (2,875) (2, 822)
Business combinaticn -
Increase inloan koss allowance recognised in profit or koss during the year {55) {137
Receivables written off during the year as uncollectible 182 80
Unusad amounts eversed 13 28
Assets held for sales

FX difference 14) {23}
As ot 31 December 2.738) (2.875)

The creation and release of allowances for
impaired receivables has beenincluded in “*Other
income/expenses” in the income statement
expect for the restaterment as a result of the
implementation of IFRS 2 which is included in
the opening retained eamings of 2018, Amounts
charged tothe allowance account are generally
written off when there is no expectation of
recovering additional cash.

The other classes within trade and other
receivables do not contain impaired assets.

The maximum exposure to credit risk at the
reporting date is the carrying value of each
class of receivable mentioned above. As per 31
December 2019 the Group holds colateral (letters
of credit and conporate or bank guarantees) for
an amount of €0.2m (2018: €0.5m).
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MNote 17 Cash and cash equivalents

3 December 31 December

(€ thousands) 209 08
Total cash and cash equivalents 19,2461 26,853
Cash at bank and on hands N34 %200
Short-term bark deposits
Cash from lecal finanding 7507 12,452
Of which in countries with legal BZ7 2,67
-

The cashfrom local financing relates to cash and
cash equivalent balances held by subsidiaries
that operate in countries where legal restrictions
rmight apply, and as such the cash and cash
equivalents might not directly be available for
the parent or other subsidiaries.

The credit quality of the banks and financial
institutions is disclosed in Note 27 The Group's
assets whichare pledged as security forthe Senior
Secured Notes and borrowings are describedin
Notes 23 to 25,

Mote 18. Share capital and share premium

Share capital and share premium have not
changed compared to 2018 The legal issued
share capital of the Group is set at €137.8m
divided into 137677446 ordinary shares without
a nominal value. All shared issued were fully
paid, together with a share premiurm of €155.5m.

Mote 19. Other comprehensive income

Other comprehensive income Components of
“Other comprehensive income” (*OCI") areitemns
of income and expenses (including reclassification
adjustments) that are not recognised in the profit
or loss as required or permitted by other IFRSs.
The Group has other comprehensive income
which mainly relates to the re-measurements
of post-employee defined benefit obligations,
the gains and losses arising from translating the
Financial Statements of foreign entities and the
changes in the fair value of hedging instrurments.

The movements in other comprehensive income are summarised in the table below:

(€ thousands) ool 08

Items in OC1 that may be subsequently reclassified to PEL (3a8531) (34,553)
Cumul ative translaofion reserves as of 31 December (34,780) (34,447)
Cumulative transkation reserves at beginning of the pericd (35,587 20,8%)
Exchange diffiesences on tronslating foreign operations (2133) (3833
Cumul ative changes in fair value of hed ging instruments as of 31 December [151) P
Cumulative changes in foir value of hedging instruments ot beginning of the pericd P 7
Changes in fair value of hedging instruments during the period {245) :nd
Items in OC1 that will not be reclassified to PEL (80} 1.7
Changes in deferred tax at 31 December (z8) ()
Changes in defemed toxes at beginning of the pericd m (504)
Changes in defemed toves during the period 393 o7
Changes in employee defined benefit obligotions ot 31 December 37 1877
Changes in employee defined benefit obligotions at beginning of the pericd 877 1478
Changes in employee defined benefit obligations during the period 1,740 e
Total other comprehensive income at 31 December (371M) (33,384)

Cash flow hedge accounting

The movement schedule below summarizesthe
amounts recorded into the cash flow hedge
reserve and the portion that was recognisedin
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the income statement in relation to contracts
that were settled in December 2019, The amounts
recognised inthe income statement have been
presented as "other income" — see Note 2

3 December 31 December

{€ thousands) 209 08
Cash flowhedge reserve, ending balance [151) Pl
Opening balance Pl T
Amounts recaorded in the cash flow {527) 7
hedge resenve

Amounts recognised in the income 281 v
stotemeant

Employee defined benefit obligations

The Group operates defined benefit pension
plans. The changes in pension liabilities are
accounted for through other comprehensive
income when the changes relate to a changein
actuarial assumptions from one year to ancther.

In the recent past, several insurance companies
have decided to reduce the technical interest
rate on group insurance contracts to a level
below the minimum retum guaranteed by law
for Belgian defined contribution pension plans.
Because the employer has to guarantee the
statutory minimum return on these plans, not all
actuarial and investment risks relating to these
plans are transfered to the insurance company
or pension fund managing the plans. Therefore
these plans do not meet the definition of defined
contribution plans under IFRS and should by
default be classified as defined benefit plans.
Refer to Note 30 for further details.

The liability has been measured using a discount
rate of 05% for 2019 and 1.57% for 2018,

Note 21. Senior Secured Notes

Deferred Taxes

The changes in pension liabilities also affect
deferred taxes. When the change in pension
liabilities are recorded through other comprehensive
income, the related deferred tax charge is also
recorded in other comprehensive income.

MNote 20. Retained earnings

(€ thousands) 2me 208

Beginning of period 6,286 £33
Adoption of occounting polices {15301 (1308)
Equity-settied share-based payment plans

Profit / floss) for the year allocated to 10350 m
equity owners

At 31 December 15115 6,286

The retained earnings may be distributed to
shareholders upon the decision of a general
rmeeting of shareholders, taking into account the
restrictions as defined in the Senior Term Loan
Facilities agreement and the senior term loan
facilities and the restrictions which are imposed
by law. We refer to Note 1.1 for more detail on
the initial adoption of accounting policies.
Five percent of the net profit of the year of the
Company is alocated to an undistributable legal
reserve. This deduction ceases to be compulsory
when such reserves amount ten percent of the
issued share capital of the Company.

{€ thousands) 31 December 2019 31 December 2018
Total Senior Secured Hotes 235,426 233450
Hon-current portion 232,000 230,065
Of which: gross debt 235300 35300
Of which: capitolised finanding fees (2899 {4,835)
Current porion 3,425 3,425
Of which: accrued interest 5360 5350
Of which: capitolised finanding fees 535) (735

On 3 August 2015, LSF? Baltalssuer S.a rl. issued
€220.0m aggregate principal amount of Senior
Secured Notes with an interest rate of 7.75% as
part of the financing of the acquisition of Balta
Finance S.érl. andits subsidiairies. The maturity
date of the Senior Secured Notes is 15 September

2022, In June, July and August 2017, the Group
performed a partial repayment of €55.1m in total.

Interest on the Senior Secured Notes accrue at
the rate of 775% per annum and are payable

semi-annually in arrears on 15 March and 15
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September of each year, commencing on 15
March 2016.

Costs related to the issuance of Senior Secured
MNotes have been included in the camrying amount
and are amortised into profit or loss over the temn
of the debt in accordance with the effective
interest method. It follows that the amount of
capitalised financing fees expensed during 2019
is equal to €12m.

The current portion of the debt associated with
the Senior Secured Notes relates to accrued
interest payable at the next interest payment
date and the portion of the capitalised financing
fee that will be amortised into profit or loss over
the next 12 months.

Security agreements have been entered into which
collectively secure the Senior Secured Notes and
accrued interest on the Senior Secured Notes.
Under the Senior Secured Notes indenture, The
Groupis subject to quartery reporting requirements
and certain limitations on restricted payments
and debt incurrence. The Senior Secured Notes
are secured by first-ranking security interests over
anumber of assets and mainly relate to shares of
the guarantors and certainintra-group loans and
receivables of the guarantors. The Group retains
full ownership and operating rights for the assets
pledged. In the event of a default of repayment
of the Senior Secured Notes and related interest
payments, the noteholders may enforce against
the pledged assets.

The collateral also secures the Super Senior
Revolving Credit Facility (see Note 25) and
Senior Term Loan Facility (see Note 21) and
certain hedging obligations. Under the temns
of the Intercreditor Agreement, in the event of
enforcement of the security over the collateral,
holders of the Senior Secured Notes will receive
proceeds from the enforcement of the collateral
only after indebtedness inrespect of the Super
Senior Revolving Credit Facility and certain
hedging cbligations have been repaid in full. Any
such proceeds will, after all ocbligations under
the Super Senior Revolving Credit Facility and
such hedging obligations have been repaid
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from such recoveries, be applied pro rata in
repayrment of all obligations under the Indenture
and any other obligations that are permitted
to be secured over the Collateral under the
Indenture on an equal and ratable basis.

We confirm that we have complied with all
covenants over the reporting period.

Mote 22. Senior Term Loan Facility
3 December 31 December

(€ thousands) ool 08
Total Senior Term Loan Focility 34,527 34,790
Mon-Cument portion - 34,906
Of which: gross debt - 35,000
Of which copitolised financing fees - (#2)
Curmrent portion 34927 (ma)
Of which: gross debt 35,000

Of which: ocmued interests » 0
Of which copitolised financing fees 72 (128)

Senior Term Loan facility of €35m

LSF? Balta Issuer Sé rl. entered into a €35.0m
Senior Term Loan Facility (the “Senior Term Loan
agreement”) maturing 15 September 2020, at
Euribor+1.40% margin per annurm. The facility ranks
pari passu with the Senior Secured Notes. The
Senior Temn Loan Facility agreement is dated 29
August 2077 and the prindpal armount was relecsed
at completion date which was 5 Septemiber 2017

Similar to for the Super Senior Revolving Credit
Facility (Note 25), the Group is subject to quarterly
reporting requirements and an annual guarantor
coverage test.

Interest on the Senior Term Loan Facility accrues
at the rate of Euribor + 1.40% margin per annum
and is payable quarterly in arrears on 15 March,
15 June, 15 Septermber and 15 December of each
year, commencing on 15 September 2017

Costs related to the issuance of Senior Term
Loan Facility have beenincluded in the camying
amount and are amortised into profit or loss
over the term of the debt in accordance with
the effective interest method.

The current portion of the debt associated with

the Senior Tern Loan Facility relates to accrued
interest payables at the next interest payment
date and the portion of the capitalised financing
fee that will be amortised into profit orloss over
the next 12 months. As the maturity date of this
loan is 15 September 2020, the principle amount
is classified as curent liakility..

On 21 January 2020, the Group announced the
early redemption of the €35.0m Senior Term
Loan Facility. We refer to Note 39.

Mote 23. Bank and other borrowings
The table below provides an overview of the
bank and other borrowings that continue to
exist on 31 December 2019 and 2018:

31 December 31 December

(€ thousands) 2009 208
Total Bank and other bomowings 5T643 134848
Hon=Cumrent portion 48,963 12,225
Finance lease obilties LB463 12,225
Current portion 8,480 1281
Super Senior RCF

Bentiey RCF

Finance lease labilities B,594 1168
Commitment fees BS 75

Bank borrowings

On 3 August 2015, LSF? Balta lssuer S.éi rl. and
LSF? Balta Investments S.é rl. entered into a
six-year Super Senior Revolving Credit Facility
Agreement providing for a €40.0m European
Super Senior Revolving Credit Facility; which
was increased to €45.0m in 2016 and to €68.0m
in 2017 This credit facility was fully undrawn at
the end of 2018 and 2019

On18 July 2017, Balta has also renegotiated and
obtained more favorable commercial terms in
respect of its European Super Senior Revaolving
Credit Facility, including a reduction of the
margin from the original 3.75% p.a. in August
2015 to an average margin below 2.00% pa.
at current leverage.

The Super Senior Revolving Credit Facility is
secured by first-ranking security interests over
the collateral, which also secures the Senior
Secured Notes and the guarantees. Under the

Super Senior Revolving Credit Facility, a lender
may make avdilable an ancillary facility, such
as overdrafts, guarantees, short-term loan
facilities, derivatives or foreign exchange facilities
subject to the satisfaction of certain conditions
precedent, to a borrower or an affiliate of a
borrower in place of dll or part of its unutilised
commitment under the Super Senior Revolving
Credit Facility. Amounts drawn under the Super
Senior Revolving Credit Facility may be used for
working capital and other general corporate
purposes of the Restricted Group (as defined
in the contract), operational restructurings or
permitted reocrganisations of the Group.

The Super Senior Revolving Credit Facility
Agreement contains customary and certain
deal specific affirmative loan style covenants
and restrictive covenants such as a springing
financial covenant (basad on total net leverage
ratio) and an annual guarantor coverage test.
The Super Senior Revolving Credit Facility is also
guaranteed by each Guarantor. Under the terms
of the Intercreditor Agreement, in the event of
enforcement of the security over the collateral,
holders of the Senior Secured Notes and Senior
Term Loan Facility will receive proceeds from
the enforcement of the collateral only after
indebtedness in respect of the Super Senior
Revolving Credit Facility and certain hedging
obligations have been repaid in full.

We confirm that we have complied with all
covenants over the reporting period.

Bentley financing arrangements

BPS Parent Inc. and other subsidiaries entered
into a $51.0m syndicated credit facility (the “Fifth
Third Credit Agreement”) with Fifth Third Bank
and other financial institutions (the “Lenders”)
on 1February 2017 The credit facilities under the
Fifth Third Credit Agreement consist of: (i) a five
year revolving credit facility of $18.0m which will
be due and payable on 31 January 2022, and
availability is governed by a borrowing base,
and (i) a five year senior term loan facility of
$33.0m ("Bentley Term Loan"),with the latter
repaid in 2017 Obligations under the Fifth Third
Credit Agreement are secured by a security
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interest on substantially all assets of BPS Parent
Inc. and its subsidiaries in favour of the Lenders,
The Fifth Third Credit Agreement contains
affimative and negative covenants with respect
to BPS Parent Inc. and its subsidiaries and other
payment restrictions. Certain of the covenants
limit indebtedness and investments of BPS
Parent Inc. and its subsidiaries and require the
maintenance of certain financial ratios defined
in the Fifth Third Credit Agreement. This credit
facility was fully undrawn at the end of 2018
and 2019

Factoring

As part of its normal course of business, the
Group has entered into non-recourse receivables
factoring agreements, whereby it may sell trade
receivables arising from the nomal course of
business at face value less certain reserves
and fees. The insolvency risk related to the
factored receivables has been transferred to the
factoring company, who in turn has transferred
this risk to a credit insurance company. Under the
non-recourse agreements, the Group collects
payments from its custormers on behalf of the
factoring company to which it has factored its
receivables. Given that substantially all of the risks
and rewards of ownership has been transfemred,
the trade receivables assigned to the factoring
companies have been derecognised from the
statement of financial position.

Whilst the factoring program described above
relates to a portfolio of credit insured trade
receivables, the Group had also entered into
a forfaiting agreement where a financial
institution agrees to purchase (forfait) on a
revolving basis the receivables from individually
identified debtors. The credit risk related to
these receivables was fully transferred from the
Group to the financial institution and as a result
thereof, the financial institution bears the risk
of non-payment by the debtor. The Group was
mandated to collect the forfeited receivables
for the account of and on behalf of the financial
institution. The eligible portion of the trade
receivables that was transferred and financed
under this agreement was derecognised from
the Group's statement of financial position.
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The Group continues to recognise a portion of
the receivables to the extent of its continuing
involvement, in accordance with IFRS 2

The Group is dlso party to an Accounts Receivables
Purchase Agreement with a financial institution,
in the framework of a supply chain financing
program offered by a large customer. Under the
agreement, the Group offers to sell some or all ofits
accounts receivable due from this customerto the
finandal institution. Given the non-recourse nature
of the agreement, the accounts receivables are
derecognised on the moment the cash is received.

Note 24. Leases

The lease liabilities have increased from €12.0m as
of 31December 2018 to €5746m as of 31 December
2012 The application of IFRS 16 results in an
additional lease liability at 1 January 2019 of
€43.6m. At the end of 2019, the corresponding
lease liability related to IFRS 16 amounts to €44 7m.

In relation to Balta's financing agreements,
the documentation provides for the effect
of changes in accounting standards to be
neutralized. As such, the application of IFRS 16
has no consequences for the Group's financing.
We will continue to calculate Leverage in line
with the definition in our financing agreement.

Carrying amounts of lease liabilities and the
movements in 2019;

(€ thousands) Total
As ot 31 December 2018 13310
Change in occounting policies 438608
As ot 1 Jonuary 2019 55518
Additions 8038
Disposals =754
Accretion of interest 2465
Payments -8.81
FX impaoct =250
As ot 31 December 2019 51599
Cument lease Bability B.480
Non=-cument lease Bability LBTW
Total lease liability 51599

31 December 31 December

(€ thousands) 09 8
Total present value of finonce lease 575%¢ =50
liabilities

No later than 1 year 8,480 1,085
Loter than 1year and no kater than 33,5M 4200
Syears

Loter than 5 wears 15,308 B,025

Note 25. Net debt reconciliations

The Group used hindsight in determining the
lease term where the contract contains options
to extend or terminate the lease. Beside the
impact on the business, criteria such as penalties
and leasehold improvements were considered
inthis analysis. Variable lease payments are not
included in the measurement of lease liakbilities.

The following table sets out an analysis of net debt and the movements in net debt:

Cash and
Cash
equiva-
Liabilities from financing activities lents
Senior Senior Senior Senior  Finonce  Finance Super Bentley Total Cashand Totol net
Secured Secured Term Term Lease Lease Senior RCF gross Cash financial
Hotes Hotes Loan Loan  liobilities liobilites RCF financial  equiva- debt
due ofter due Focility Focility due after due debt lents
1 year within1  due ofter due 1year within 1
year 1year within 1 year
(€ thousands) year
Netdebtasot31 (234%00) (53500 (35000) (20} (2225 (%648 - - (zBB.6T1) 26,853 (281818
December 2018
Change in (37953 5450 - - (53,508) (53,608)
accounting
P
Netdebtas at (234900) (5360) (350000 (200  (som8)  (s,8n) - - (332,279) 26853  (305,426)
1 Jamnuary 2019
Cashflows 1 1 (7&12] (71}
Proceeds of - - -
bomrowing s with
third parties
Busziness - - -
combinations
Foreign - - =
egchange
odjustments
Repayments of 8425 - - 8,625 - 8,624
bomrowings with
third parties
Other - - 35000 (B50000 125 010, 483) - - (9,.258) - (9,.258)
non=cash
movements
Hetdebtasat®  (234500)  (5360) - (3501%) (48943  (8480) - - (332.522) 19241 (313,681

Decem ber 2019

The table above does not include the movements in capitalised financing fees, or the interest paid

(see Note 21 and Note 22).

ANANCIAL STATEMENTS

{



Note 26. Additional disclosures on financial instruments
The following table presents the carrying amounts and fair values of each category of financial

assets and financial liabilities:

Fair value ¥ December 31 December  31December 31 December

(€ thousands) hierarchy 2009 0% 208 208

Carrying Fair value Carrying Fairvalue

amount amount
Assets as per siotement of finoncial positions ™I30 T9.330 BA.2 88,72
Loons and receivables 78327 79327 88,593 88593
Trode and other receivables 50,084 50,085 &1,750 &1,750
Cash and cosh eqguivalents Levwed 1 w28 19241 246,853 25853
BAssets at foir value through OCl 3 3 ney mw
Foreign exchange dervative financial instruments Lewed 2 3 3 m ng
Liabilities as per stotement of financial positions L&04B0 426,518 LOT 76 I¥3E5
Financial liobilities measured ot amortised cost &40, 08T 26,106 HOT 7046 I93,TRG
Senior Secured Notes Lewed 1 235425 22,4565 ZITAROD 21580
Senior Term Loon Focility Levwed 1 EL A 38527 34,790 34,790
Bank and other bomowings Lewved 2 LI6L3 ST643 13485 13,484
Trode and cther payables nzor2 nzorz 125940 125940
Financial liobilities measured at foir value through OCl &3 &3 55 55
Foreign exchange dervative financial instruments Lewed 2 513 &13 55 55

The different levels of valuation method have

been defined as follows:

* Level 1: are valuations derived from quoted
prices (unadjusted) in active markets for
identical assets or liabilities;

* Level 2 arevaluations derved from inputs other
than quoted prices included within Level 1that
are cbservable for the asset or liability, either
directly (that is, as prices) or indirectly (that is,
derived from prices);

* Level 3: are valuations derived from inputs for
the asset or liability that are not based on
obsarvable market data (that is, unobservable
inputs).

The fair value of the Senior Secured Notes and
Senior Term Loan facility is based on a Level
1 estimate. The fair value of all other financial
instrurments, with the exception of cash- and cash
equivalents, has been determined using Level 2
estimates. The fair value of the forward foreign
exchange contracts have been determined
using forward exchange rates that are quoted
in an active market. The effects of discounting
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are generally insignificant for Level 2 derivatives.
For trade and other receivables, as well as trade
and other payables, the carrying amount is
considered to be a good estimate of the fair
value, given the short term nature of these itemns.

There were no changes in valuation techniques
during the period.

Mote 27. Financial risk management

The Group's activities expose it to a variety
of financial risks: market risk (including foreign
exchange risk, fair value interest rate risk, cash
flow interest rate risk and commodity price risk),
credit risk and liquidity risk. The Group's overadll
risk management program focuses on the
unpredictability of financial markets and seeks
to minimise potential adverse effects on the
Group's financial performance. The objective is
to identify, guantify, manage and then monitor
events or actions that could lead to financial
losses. Dervative financial instruments are used
to hedge certain risk exposures at Group level.

The Group applied hedge accounting on the
derivative financial instruments relating to
foreign exchange risk for the periods covered
in the Financial Statements.

Qualitative and quantitative disclosures about
market risk

Foreign exchange risk

We have significant exposure to the value of
the British pound, the U.S. dollar and the Turkish
lira. Consequently, our financial results have
been, and in the future will likely continue to be,
subject to curency transaction and translation
effects resulting from fluctuations in exchange
rates, primarily the EUR/USD, EUR/GBP and
EUR/TRY exchange rates. The proportion of our
revenue recognised in each currency does not
exactly correspond with the revenue derived
from each geography, as we sometimes invoice
customers in currencies other than their local
currency. For instance, many of our sales in the
United Kingdom are invoiced in Euro.

Qur Consclidated Financial Statements are
prepared in Euro. We are therefore exposed
to translation risk on the preparation of our
Consclidated Financial Statements when
we translate the Financial Statements of our
subsidiaries which have a functional currency
other than Euro. A portion of our assets, liabilities,
revenue and costs are denominated in various
currencies other than EUR, principally GBP, USD
and TRY. As a result, our consolidated results

of operations, which are reported in Euro, are
affected by curency exchange rate fluctuations.

Transaction risk arises when our subsidiaries
execute transactions in a currency other than
their functional currency. We mitigate this risk
through three primary methods. We have entered
into commercial arangements with some key
customers to automatically adjust the impact
of EUR/GBP and EUR/TRY fluctuations through
our prices. Second, we use forward exchange
contracts to hedge our residual exposure to GBP
and to hedge our USD exposure on an ad hoc
basis. Finally, even with respect to commercial
arangements that do not provide for exchange
rate-based price-adjustment mechanisms, our
established relationships with our customers
allow that both positive and negative curency
fluctuations are in general passed on through
price revisions over the medium temn. Huctuations
in the value of the USD, GBP and TRY relative
to the euro typically have an impact on our
aross margin.

Changes in foreign exchange rates may have
a long-term impact on our sales volumes. For
example, if there is a long-term depreciation
of the Euro, our sales volumes may increase as
we become more competitive in non-Eurozone
rarkets. In contrast, a long-term strengthening
of the euro may decrease our volumes and price
competitiveness in non-European markets.

The following table presents the main staterment of financial position items affected by foreign

exchange risk.
€ thousands) EUR GBP usD TRY TOTAL
31 December 2019 Met exposure (&%,387) 3 1017 3,29 (32,755)
Trade and other eceivables 24835 8,058 280 L4372 50,088
Cash and cash eqguivalents 7285 23N B84 &0 H.241
Trade and other payables {81,508) (7267) 621 N&77) (2,073
f€ thousands) EUR GaP uso TRY TOTAL
31 December 2018 Net exposure (58,300) &35 14,488 8,33 (373458)
Trode and other mceivables 2018 8,523 24,753 B283 S1750
Cash and cash eqguivalents 7458 2944 14,251 200 26,853
Trode and other payabiles #3539 {5333 (26,514) {153) (125740)
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The following table presents the sensitivity analysis of the year-end statement of financial position
in GBP, USD and TRY in case the Euro would weaken by 10%.

(€ thousands) 2009 08
GBP denomingted (3,07} (1,455)
Changes in fair value dafvative finondal instruments {3,459) {2,138)
Changes in camying amount of monetary assets and kobilities 352 &HZ
USD denominated 1,130 1,562
Changes in fair value dafvative finondal instruments (58]
Changes in canmying amount of monetary assets and kobilities 1130 1,410
TRY denominated 366 926
Changes in foir value derivative finandal instuments

Changes in canmying amount of monetary assets and kobilities o] P24

The following table presents the sensitivity analysis of the year-end statement of financial position
in GBP, USD and TRY in case the Euro would strengthen by 10%:

(€ thousands) 0% 2008
GBP denominated 1,542 1,1%0
Changes in foir value demvative finoncal instruments 2,830 1,768
Changes in camying amount of monetary assets and kabilites {288) {558)
USD denominated (925) (1261}
Changes in foir value derfvative financal insthuments - =
Changes in camying amount of monetary assets and kabilites {%25) 1.317)
TRY denominated (300} (757}
Changes in foir value derfvative financal insthuments - -
Changes in camying amount of monetary assets and kabilites {300) 757

Commodity price risk

We are exposed to fluctuations in the price of
rmajor raw material used in the manufacturing
process. Our key raw materials are polypropylens
granulates, yam, latexand polyamide granulates.

In 2019, raw materials expenses represented
47.2% of the Group's revenue compared to
47 5% per last year. As there is typically a time
delayin the Group's ability to pass through raw
rmaterials price increases, changesin the cost of
raw materials typically have an impact on the
Group's gross margin. During 2019, raw material
cost prices increased and put pressure on the
Group's margins. Price increases and other
compensating actions were not sufficient to
fully offset the adverse effect from increased
raw material prices.
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If the commaodity prices of polypropylene and
polyamide had been 10% higher (lower), profit
after tax would have been €13.2m lower (higher)
in the absence of any mitigating actions taken by
rmanagement. This impact has been determined
by rmultiplying the volumes of both granulates
and yarns purchased on an annual basis with
a10% variance on the average purchase price
of polypropylene and polyamide for the year.
The sensitivity calculation takes into account
the typical time lag between purchasing
polypropylene and polyamide and recognising
the raw materal expenses against sales.

When we hedge, we might do so by entering
into fixed price contracts with our suppliers. No
such arrangements were entered into in 2019
or 2018,

Interest rate risk

Our interest rate risk principally relates to extemal
indebtedness that bears interest at variable rates.
Excluding IFRS 16, only the amounts that we borow
under the (Super Senior) Revoling Credit Fadilities,
our capital leases of buildings, our Senior Term
Loan and use under our factoring arrangements
are subject to variable interest rates, as the Senior
Secured Notes canry interest at a fixed rate. We
therefore did not use interest rate swaps inrespect
of our financing during the curent reporting period.
Thefollowing table presents the sensitivity analysis
of the interest expenses and income when there

is an 25 bps shift in the € yield curve.
I5bps I5bps

downward upwarnd
shift in EUR shift in EUR

{€ thousands) yield curve  yield curve
Total impoct on interest expenses, s (127)
income

MNon-dervative fioating mte finandial ™ 127
liabilities

credit quality has been assessed based on the
Fitch rating of the counterparty. All our forward
exchange contracts are over the counter with a
financial institution as counterparty.

Historical default rates did not exceed 0.1% for
2018 and 2012

Excess liquidities are invested for very short periods
and are spread over a limited number of banks,
all enjoying a satisfactory credit rating. For cash
at bank and short-term bank deposits, the table
below gives an overview of credit ratings for banks
used by the Group.

3 December 31 December

(€ thousands) 209 08
Total cash and bank equivalents 19,241 26,853
Arating 8,404 25079
BREE Rating - 1
BE Rating 837 177

The company has initiated into a three year
program designed to have a significant impact
on oureamings. The several growth & cost saving
initiatives will improve the profitability and cash
generation profile of the Group. The effects will
have an immediate beneficial impact on leverage
and profitability, ahead of the refinancing of the
Senior Secured notes, maturing in 2022,

Qualitative and quantitative disclosures about
credit risk

Qur credit risk is managed on aGroup-wide basis.
We assess the credit quality of the custormer, taking
into acoount its financial position, past experience
and other factors, Individual credit limits are set
based on historical experence, in—depth knowledge
of the customer and in close cooperation with
the business unit manager. These credit limits are
regulary reviewed by the business unit managers
and by finance management. In addition, we
have obtained credit insurance to cover a large
portion of the credit default risk. Finally, credit risk
is also mitigated through non-recourse factoring
of the trade receivables where the insolvency risk
has been transfered to the counterparty. Trade
receivables are spread overa nurmber of countries
and countenparties. There is no large concentration
of trade receivables. Fordernvative financial assets,

Qualitative and quantitative disclosures about
liquidiity risk

We monitor cash flow forecasts and liquidity
requirements centrally, ensuring that we have
sufficient cash to meet operational needs while
rnaintaining sufficient headroom on our undrawn
committed borrowing facilities at all times so that
we do not breach borrowing limits or covenants
on any of our borowing facilities.

The operating activities of our subsidiaries and
their cash inflows are our main source of liquidity.
Qur cash pooling system enables us to benefit
from the surplus funds of certain subsidiaries
to cover the financial requirements of other
subsidiaries. We invest surplus cash in interest-
bearing current accounts and short-term cash
depaosits, selecting instruments with appropriate
rnaturities or sufficient liquidity to provide sufficient
headroom as determined by the above-mentioned
forecasts.

In order to meet our cash outflow obligations, we
use cash flows generated from operating activities
and credit facilities with financial institutions
if necessary. In addition, we have entered into
factoring agreements with financial institutions
where cash is made available to usin consideration
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for certain trade receivables generated by us.

The principal financing arrangements that are in
place at 31 December 2019 are the Senior Secured
MNotes, the Senior Term Loan Facility (€35m) and
capital lease agreements.

The following table reflects all contractually fixed
pay-offs for settlement, repayrments and interest
resulting from recognised financial liakilities. The
amounts disclosed are undiscounted net cash
outflows, based on the market conditions existing
at 31 December 2019,

Less than &  Betweend&dmonths Betweenlond Betweenland Ower5years
(€ thousands) manths and 1 year 2years 5 years
Total as of 31 December 2019 (181,157} (13,558} (26,302) (273,77} (20,854)
Senior Secured Notes {=102) (303 N&.205) {253,105)
Sanior Term Loan Fadility (35,0448)
Finance lease liobilities {6,480) 6,457) (8,097 (20,656) (20,854)
Trode and other payabiles Nz,072)
Gross settled derivative finandal instruments - cutflows {14,122) =70
Gross settled derivative finandal instruments - inflows 3,466 5

Qur external financing agreements include
obligations, restrictions and covenants, which
may have an adverse effect on our business,
financial situation and results of operations if we
are unable to meet these,

In particular, the Super Senior Revolving Credit
Facility includes a springing Leverage covenant
at 6.5x, however only to be tested at the end of
a quarter, and provided more than 30% of the
Super Senior Revolving Credit Facility is used at
that time. To date, we have never used the Super
Senior Revolving Credit Facility at the end of a

quarter, hence have never been required to test
the covenant. Moreover, Leverage at theend of the
year was 4.0x at maxirmum during 2019 The $18m
revolving credit facility at the level of BPS Parent
Inc. includes alocal leverage and fixed charge
coverage covenant, praviding ample headroom.

The following table reflects all contractually fixed
pay-offs for settlement, repayrments and interest
resulting from recognised financial liakilities. The
amounts disclosed are undiscounted net cash
outflows, based on the market conditions existing
at 31 December 2018.

Less than & Betwean Betwean Between 2 Ower 5 years
months & months and 1 year and and 5 years
(€ thousands) 1year Zyears
Total as of 31 December 2019 (140, 745) (10,030} (54,518} (76 76%) 7512
Senior Secured Notes {7102 (%102 (18,205 (2n, 0]
Sanior Term Loan Fadility (268 (247) (35374) -
Finance lease liobilities 584 579 1,339 (3,450) (7512
Trode and other payabiles {125,540)
Goss settled derivative finandal instruments - cutflows {25, M5)
Gross settled derivative finandal instruments - inflows 20,345

A key factor in maintaining a strong financial
profile is our credit rating which is affected
by, among other factors, our capital structure,
profitability, ability to generate cash flows,
geographic and customer diversification and

our competitive position. Our current corporate
credit ratings fromm Moody's Investor Service
(Moody's) and Standard & Poor's Ratings Services
(S&P) are noted as follows:

3 December 2019 31 December 2006 3 December 20018 31 December 2018

Moody's SEP Moody's S&EP
Long-term issue mting Senior Secured Notes B2 BB~ B2 BB~
Corporate rating B2 B B2 B
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On10 August 2015, Moody's assigned a ‘B2 rating
to the €290m Senior Secured Notes issued by LSF?
Balta Issuer S.& rl, the previous parent holding
company of the Group, following a review of the
final bond documentation. In June 2017 following
the IPO, the ratings were upgraded to ‘Bl toreflect
the strengthening of the Group's financial profile,
increased transparency as a public company,
strengthened corporate govemance arcngements
and enhanced access to equity capital markets.
In November 2018, the rating was downgraded
to ‘B2' with a negative outlook on the back of
the financial performance. Throughout 2019 no
changes to our credit rating were made.

On 14 September 2015, S&P assigned its 'B'
long-term corporate credit rating to LSF? Balta
Investrments S.érl. Atthe same time, S&P assigned
its 'B' long-term issue rating to LSF? Balta Issuer
S.dirl's €£290m Senior Secured Notes and its 'BB-'
long-term issue rating to the €68rm Super Senior
Revolving Credit Facility. In Juty 2017 the corporate
rating was increased to 'B+' and the long-term
issue rating to ‘BB’ to reflect the improvementsin
the Group's financial credit metrics following the
use of net proceeds from the IPO to repay part
of the Group's debt. In Novermber 2018, on the
back of the financial perforrmance, the corporate
rating was reduced again to ‘B’ and the long-temn
issue rating on the Super Senior Revolving Credit
Facility to 'BE-'". Throughout 2012 no changes to
our credit rating were made.

Capital risk management

The Group's objectives when managing capital
are to safeguard the Group's ability to continue
as agoing concem in order to provide retums for
shareholders and benefits for other stakeholders
and to maintain an optimal capital structure to
reduce the cost of capital.

In order to maintain oradjust the capital structure,
the Group may adjust the amount of dividends
paid to shareholders, issue new shares or sell assets
to reduce debt. The Group is closely monitoring
its financial performance to comply with financial
covenants, Referto Notes 21to 23 for further details,

Note 28. Employee benefit obligations

The Group operates a pension plan and provides
for pension liabilities. These benefits have been
measured incompliance with |1AS 19 revised and in
accordance with the Group accounting policies
described in Note 1.20. The liability was measured
using a discount rate of 0.5% and 1.57% in 2019
and 2018, respectively. The annual pension cost,
relating to the pension plan is disclosed in Note 6.

The Group foresees termination benefits (including
early retirement) for its working and retired
personnel. The liability was measured using a
discount rate of 0.15% in 2019 and 0.92% in 2018.

The employee benefit obligations recognised
in the Financial Statements are detailed below:

3 December 31 December

(€ thousands) o 08
Totnl employee benefit obligations 4,533 373
Pension plans it 14085
Prowisions early etiement pension H3S 1,000
Prowisions for pesion 2524 1307
31 December
(€ thousands) 0%
Totnl employee benefit obligations 4,533
Non cument 4108
Curent Note 29 L7

Pension plans: overview

Pension plans have been put in place for
rmanagement and is financed through employer
contributions whichincrease depending on senicrity
(base contribution of 3.75% of pensionable salary,
increasing by 0.5% for every 5 years of service
rendered within the Group up to a maximum
contribution rate of 5.75%). This plan also includes
a "death in service” benefit amounting to twice
pensionable salary. Several pension plans are in
place for white colar workers and are financed
through fixed employer contributions. In addition,
as part of the bonus policy for members of
rmanagement, a portion of the bonusis awarded via
employer contributions to a pension plan scheme.

The liability recognised in the balance sheet in
respect of defined benefit pension plans is the
present value of the defined benefit obligation
at the end of the reporting period less the fair
value of plan assets.
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Beside the pension plans in Belgium, the Group
has similar plans in place in Turkey.

Pension plans: valuation methodology

The pension and bonus plans as described
above have been classified as defined benefit.
The valuation of the pension and bonus plans
have been performed in accordance with IAS 12

We refer to Note 1.20 concerning the valuation
rmethodology which has been used. The liability
is based on the difference between the present
value of the "defined benefit obligation”, taking
into account the minimum retum and a discount
factor, less the fair value of any plan assets at
date of closing.

Pension plans: main valuation assumptions
The main assumptions used to perform the
valuation are described below:

3 December 31 December

09 o8
Discount rate BE 0.50% 157%
Discount mate TR L57% LI3%
Retirement oge &5 years &5 years
Mortolity MR/FR=-5 MR/FR-5

For the year ended 31 December 2019, the defined
benefit obligation, taking into account the tax
effect, amounts to €18.6m (2018: €13.6m) and the
offset by plan assets of €159m (2018: €12.2m).

Note 29 Other payroll and social related payables

(€ thousands) 31 December 2019 31 December 2018
Total other payroll and social related payables 36518 346,655
Hdiiday pay 14,8345 15,245
Sodal security toxes 6,233 6523
Salaries and woges payable n,048 f108
Early etiement prowvision &7 &07
Group insumnce &8 &8
Withholding toxes 1439 1,558
Orther 2,879 350

Other payrol and social related payables increased from €356.7m as of 31 December 2018 to €369m

at 31 December 2019,

Mote 30. Provisions for other liabilities and charges

Asset retirement Restructuring Warranty Other Total
(€ thousands) abligation
At 1 Jonuary 2009 B&3 1,65 1,595 L] 3,623
Additional provisions mode and 4 4
increases to existing provisions
Exchange diffesmnces 34 3%
Amcunts used (1001 13 (wa8)
At 31 December 2019 B&3 1853 :] 2893
Analysis of total provisions: 31 December 2019
Mon-cument (2729
Cument 154)

(2,893)
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The provision for other liabilities and charges
decreased by €0.7m to €2 9m for the yearended
31 December 2019

Throughout 2018, the Group concluded the
restructuring project in Oudenaarde and the
related costs were set off on the existing provision.
The remaining provision for restructuring at the
end of 2018 relates to the further unwinding of the
machinery and onerous contracts. At the end of
2019, the unwinding of machinery is still in progress.

Mote 31. Trade and other payables

31 December 31 December

{€ thousands) 209 28
Trade and other payables nz,mz 125940
Trode payables 83741 73,007
:hx!'l.lad charges and defemred 27561 2951
ncoime:

Other payables &M 340

Trade payables as of 31 December 2019 of
€112.1m include the amounts for outstanding
invoices (€70.8m, as compared to€777m as of
31 December 2018) and invoices to be received
in relation to goods and services received during
the current period (€13.0m, as compared to
€15.4m as of 31 December 2018).

Accrued charges and deferred income mainly
relate to:

+ Deferred revenue relating to the sale and lease
back of one of the facilities which is recognised
in profit over the leasing perod of the facilities
([€87m, as comparedto€101m asof 31 December
2018);

* Deferred revenue relating to advance payments
on rental agreements (€2.5m, as compared to
€2.8m as of 31 December 2018):

- Accrued charges for customer discounts (€13.3m
as of 31 December 2019 and €12.4m as of 31
December 2018).

MNote 32. Share based payments

On 16 June 2017 Balta NV, a member of the Baltg,
pravided ashare related bonus payrment pursuant
toa phantorm share bonus scheme with Balta NV to
certain members of the Management Committea

The members of the Management Committee
are entitled to a share related bonus payment
pursuant to a phantom share bonus scheme with
Balta NV, collectively representing the value of
86,361 shares at payout date. The bonus is only
payable if the manager still provides services to
the Group on the second anniversary of the IPO. If
services cease to be provided for any reason prior
to the second anniversary, the bonus arangement
for that manager is forfeited.

The actual cost of these share related bonus
payments is recognised in the income statement
over the vesting period of the schemes and have
been recognised in integration and restructuring
expenses as the installation of the phantom share
bonus schemes was directly connected to the IPO.

In the context of the IPO, certain managers
received shares and a cash bonus from LSF? Balta
Midco S rl pursuant to existing management
incentive schemes with Lone Star entities. After
the resignation of Mr Debusschere, the total
number of shares awarded to the members of
the Management Committee and the current
rmanager of Bentley Mills Inc. amounted to 633,592
shares, of which 161,232 shares were granted
upon completion of the IPO, another 236,182
shares vested on the first anniversary of the IPO
and the remainder (234,178 shares) vested on its
second anniversary. A manager who leaves the
Balta voluntarily or is dismissed for cause prior
to a vesting date will lose his/her entitlement to
unvested shares,

The company has a long term incentive plan for
certain employees, which depends on the share
price reaching a defined target. As this moment,
the options are “out-of-the money". We refer to
the remuneration report, part of the "Corporate
Governance Statement”,

Mote 33. Government grants

TheGroup's govemment grants relate to incentives
aiven by Belgian authorities based onthe Group's
investment, environmental and employment
policies.
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The main incentives received comprise:

* Environmental grants: The Group receives
governmental allowances on a yearly basis in
the framework of legislative measures put into
place in order to ascertain the competitiveness
ofindustries covered by the EU Emission Trading
System (the allowances for “carbon leakage”). In
2019, €0.4m has been received in this framework,
identical to previous year.

Mote 34. Earnings per share
Basic and diluted earnings per share

* Investment grants: The Group reveived in
2019 €0.2m for the development of altemative
polyolefins for bitumes. At 31 December
2018, €0.02m has been recveived as part of
the development of hybrid structures made
with blended (preferential airlaid) technology
containing waste streams of polypropylene and
of polyurethane.

3 December 2019 31 December 2018

Basic and diluted earnings per share

Het result from continuing operations 0,340 A
Percentoge of net result from continuing opem tions attributable to holders of ordinary and diluted 100E 100E
shares

Net result from continuing opermtions attibutable to holders of osdinary and diluted shares 103460 im
Weighted average number of ordinary and diluted shares custanding fin thousands) 137848 7848
Met result per share attributable to holders of ordinary and diluted shares {in Eunc) 08 0.05

In accordance with IAS 33, the basic earnings per share amounts are calculated by dividing 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.

Adjusted earnings per share

Theresult of 2019 and 2018 included some non-recurring items which affected the eamings per share
calculation. From a management perspective we calculated an adjusted earnings per share which

excluded the impact of non-recurring items.

3 December 2019 31 December 2018

Adjusted earnings per share'

Het result from continuing operations 0,340 A
Nomalisation odjustments: 3854 3230
Adjusted Met Result from continuing op emations 6508 10,5601
Percentoge of net result from continuing opem tions attributable to holders of ordinary and diluted 100E 100E
shares

Net result from continuing opermtions attibutable to holders of osdinary and diluted shares 6,503 10,400
Weighted average number of ordinary and diluted shares custanding fin thousands) 137848 7848
Met result per share attributable to holders of ordinary and diluted shares {in Eunc) aos 0.08

1 We refer to the Note 125 in which we provide a glossary of the non=-GAAF measures and Note 3

The profit for the period in 2019 includes the one-
off tax effect of the utilisation and recognition
of previously recognised fiscal losses and the
tax losses for which no deferred tax asset is
recognised (see Note 11), offset by the net of tax
impact of the €4.6m non-recurring expenses for
integration and restructuring. In the absence of
such events, the normalized profit for the period
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would have been €56.5m. Similary, the profit for
the period in 2018 includes a net non-recurring
expense of €77m (as in Note 3), resulting in a
normalized net profit of €10.6m.

The Group oradirect subsidiary or aperson, acting
in its own name but on behalf of the Company,
has not acquired shares of the Company.

Mote 35. Dividends per share

In light of our investments in the various growth
and cost saving initiatives resulting from the
strategic and operational review, combined
with our Leverage exceeding 3.0x at year-end,
the Board does not propose to pay a dividend
for the year.

Mote 37 List of consolidated companies

MNote 36. Commitments

Energy

Qur fixed price purchase commitments for
electricity and gas, for deliveries in 2020, are
equal to €T7.3m as of 31 December 2019 compared
to anamount of €169m as of 31 December 2018.

Capital expenditures

As of 31December 2019 €2.1m capital commitments
are outstanding compared to €0.5m as of 31
December 2018.

The subsidiaries and jointly controlled entities of Balta Group NV, the Group's percentage of interest
and the Group's percentage of control of the active companies are presented below.

31 December 2019 31 December 2018

%ofinterest %ofcomtrol % ofinterest % of control
Bel gium
Batto MY W00% W00% 100% 100%
Batto Industries NV W00% W00% 100% 100%
Balto Troding Commy - 100% 100%
Modulyss NV W00% W00% 100% 100%
Baltto Cudenoarde MY FoE W00% FoE 100%
Bailfid BVBA W00% W00% 100% 100%
Luemib ourg
Balfin Services Sarl W00% W00% 100% 100%
LSF? Balto Luembourg S.arl W00% W00% 100% 100%
LSF? Balta Investment Sd ol W00% W00% 100% 100%
Turkey
Bailtto Owient Tekstdl Sanayi Ve Ticaet AS. W00% W00% 100% 100%
Balto Aoorcovering Yer Dos, emaleri Sanve Tic AS 100 100 100% 100%
USA
Balta LSA, Inc. 100 100 100% 100%
LSF? Renaissance Holdings LLC W00% W00% 100% 100%
LSF? Renaissance Acquisitions LLC W00% W00% 100% 100%
BPFS Parent, Inc. 100 100 100% 100%
Bentiey Prince Street Holdings, Inc. W00% W00% 100% 100%
Bentiey Mills, Inc. 100 100 100% 100%
Frince Street, Inc. 100 100 100% 100%
United Kingdom
Batto Floorcovering LK W00% W00%

Mote 38. Related party transactions

The Company may enter into transactions
with its shareholders and other entities owned
by its shareholders in the ordinary course of
business. Those transactions include, among
others, financing agreements and professional,

advisory, consulting and other corporate services.
Throughout 2018, a contract has been signed
with a related party of the main shareholder, the
impact on the 2018 and 2019 financials is limited.
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The Company has entered into arangements
with a number of its subsidiaries and aoffiliated
companies in the course of its business. These
arrangements relate to manufacturing, sales
transactions, senvice transactions and financing
agreements and were conducted at market
prices. Transactions between the Company and
its subsidiaries, which are related parties, have
been eliminated in the consclidation and are
accordingly not disclosed in this Note.

Key management compensation

Key management means the Group's
Management Committee, which consists of
people having authority and responsibility for
planning, directing and controlling the activities
of the Group. Key management compensation
includes all fixed and variable remuneration
and other benefits which are presented in other
expenses and long-temn employee benefits which
are presented in integration and restructuring.

3 December 31 December

(€ thousands) 0% 208

Total key manogement comp-ens.oton 3404 30

Short-term employee benefits 3 210

Long-term emploves benefits o &3

Board compensation B3 %

Termination benefits [§] B&D
9

Share-based payments 8

We also refer to the ‘Corporate Governance
Chapter' earlier in this report for information
with respect to remuneration of directors
and members of the Group's Management
Committee.

Other transactions with related parties
Year-end balances arising from daily operations:

(€ thousands) 31 December 2019 31 December 2018
Other payables to {3.165) (3223
redoted parties

The year-end balances mainly arise from current
account positions as a result of payments
which have been performed on behalf of
Group entities. These current accounts are
respectively reflected in "Trade and other
receivables” andin "Trade and other payables”.
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Mote 39. Fees paid to the Group's auditors

(€ thousands) 2009 208
Audit services 324 J04
Audit of the Group 324 304
pursuant to legiskation

Other oudit-related

SENICEes

Non-oudit services 147 a7
Tane services a %y
Orther senices 47 &0
Total fees paid to the &M 493
Group's ouditor

Mote 40. Events after the reporting period
On 21 January 2020, the Group announce the
closing of a €42m long-term sale and lease-
back transaction involving two of its five owned
production plants in Belgium. The lease, with a
rmaturity of at least 10 years at an interest rate
of 2.7% per annum, was concluded with three
of Balta Groug's main relationship banks.

Balta Group has prepaid all amounts cutstand-
ing under the €35m Senior Term Loan facility
rmaturing September 2020,

COVID-19 statement

In response to the outbreak of the novel
coronavirus (COVID-19), which first appeared
in China in December 2019 and has since early
2020 been declared a pandemic and spread to
every region of the world, governments globally
and in the markets in which we operate have
implemented strict social distancing measures,
including varying degrees of lockdowns and the
closure of non-essential businesses, including the
businesses of a number of our customers. These
rmeasures have resulted in a significant disruption
of daily life, and in a significant deterioration of
global, regional and national macroeconomic
conditions, with each of the markets in which we
operate now expected to seenegative economic
growth for the year. Since the pandemic is an
event of 2020, it is a subsequent event of the
2019 closing and has no impact on the 2019
financial statements.

To protect the health and safety of our workforce

and customers and to mitigate the effect of
COVID-19 on our operations, we have formmed an
internal COVID-12 taskforce which participates
in daily calls and coordinates our response to
the situation across the Balta group. In addition,
we have implemented a number of measures
to reduce our operating costs and manage our
cash flows, including the temporary closure of
plants as well as a reduction of employee costs,
procurement costs and capital expenditures.

Following a strong start to the year, which saw
an almost 16% increase in EBITDA in the two
rmonths ended 29 February 2020 compared to
the same periodin 2019 revenues decreased by
more than 29% during March 2020 compared
to the same period in 2019, mainly as a result of
a decrease in orders from customers.

As a result of this reduced demand for our
products and to reduce costs and preserve cash,
we have temporarily shut down é of our 8 plants,
which we estimate has reduced our operating
costs by approximately 37% in April. Otherthan
these voluntary closures, our plants are fully
operational and have not yet been ordered
to close by any govemment or other authority.
Additionally, we have put our product launches
on hold and we have reviewed all purchases of
raw materials and are in negotiations with our
suppliers to delay or, where possible cancel, our
raw material orders. We estimate that these
measures will result ina further reduction of our
operating costs by 12% in Q2.

To reduce our employee costs, we have accessed
available government unemployrment support
programmes in Belgiurm, UK, France and Gerrmany
for the vast majority of our workforce in those
countries. Additionally, we have implemented
a hiring freeze across the entire Balta group,
postponed our annual merit-based salary
reviews and reduced the monthly compensation
of our CEO and the members of our Management
Committee and group-wide leadership team
by 50%, 40% and 30%, respectively. Our paid
directors have also agreed to reduce their
director fees by 50%. We believe that these
rmeasures will allow us to reduce employee costs

by up to 25%. The reduced compensations will
not be recaptured.

The current crisis has and will continue to impact
our working capital. We are closely monitaring our
daily cash flows. To further protect our liquidity
position, we have also significantly reduced
our marketing costs as well as samples and
other capital expenditures by approximately
£20m, which we believe is the minimum amount
necessary to continue operating our business.
Additionally, we are closely monitoring our
accounts receivable and accounts payable to
manage our cash outflows. As a precautionary
rmeasure, to address our short-term liquidity and
working capital needs, on 11 March 2020, we drew
€72 7m revolving credit facility. As of 31 March
2020, we held cash and cash equivalents inthe
amount of €80.4m.

As of the date of this report, it is too early to
accurately predict the effect of COVID-12 We
believe that the COVID-19 situation represents
anunprecedented short-temn disruption to our
business and the wide variations in potential
outcomes present a material challenge to our
business and industry. We are in regular contact
with the governments in our key markets to
determine the availability of, and our eligibility
for, state aid and other government support
rmeasures, including the availabkility of additional
financing.

We are currently forecasting a ramp-up in
production beginning in early June 2020, and
under this scenario we are estimating that
we would be producing at approximately
85% of capacity in the fourth quarter of 2020.
We anticipate additional working capital
requirerments as we begin our production ramp-
up. We have assumed that our custormers will
continue to pay according to invoice terms,
and we plan to continue to manage our cash
flow conservatively for the duration of the
COVID-1? crisis. Based on these assumptions,
we are cumently forecasting our existing cash
on hand and cash flow to be sufficient for our
business through our expected production
ramp-up, but as a result of the decreasing
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EBITDA levels we were facing the possibility of
breaching our leverage covenant on our €461m
RCF financing in Q2 of 2020 and in subsequent
quarters where the twelve month period being
tested includes months that are impacted by
the COVID-19 pandemic. We have proactively
reached an agreement with the relevant banks
to adjust the covenant calculation for the
impact of COVID-19 through Q2 of 2021. We are
confident that with this amended calculation
of the covenant, a breach will be avoided.
Based on the currently avdilable information
and forecasts, although visibility remains limited
as the pandemic is still progressing, the Group
currently believes that it will be able to meet
its liakilities and commitments as they fall due
across the applicable forecast period and
has determined that the going concem basis
remains the appropriate basis of preparation
for its financial statements. To further strengthen
our position, we will likely look at government
and other options to raise funds given the
uncertainty as to when the COVID-12 crisis will
end, and markets will return to nomal.

|
} BALTA ANNUAL REPORT 2019 ANANCIAL STATEMENTS \??



ail

pwc

Audit report

To the Partner of
LSF9 Balta Issuer S.ar.l.
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pwc

Report on the audit of the consolidated financial statements

Emphasis of Matter

As far as the outbreak of COVID 19 is concerned, we draw your attention to Note 40 ("Events after the
reporting period") of the consolidated financial statements in which the Board of Managers expresses
its view that, although the consequences thereof may have a significant impact on the Group's
operations in 2020, such consequences do not have a material impact on the Group's financial position
for the year ended 31 December 2019. Our opinion is not modified in respect of this matter.

Our opinion

In our opinion, the accompanying consolidated financial statements give a true and fair view of the
consolidated financial position of LSF9 Balta Issuer S.ar.l. (the “Company”) and its subsidiaries (the
“Group”) as at 31 December 2019, and of its consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with International Financial Reporting Standards
(IFRSs) as adopted by the European Union.

What we have audited
The Group’s consolidated financial statements comprise:

the consolidated statement of financial position as at 31 December 2019;

the consolidated statement of comprehensive income for the year then ended;

the consolidated statement of changes in equity for the year then ended;

the consolidated statement of cash flows for the year then ended; and

the notes to the consolidated financial statements, which include a summary of significant accounting
policies.

Other information

The Board of Managers is responsible for the other information. The other information comprises the
information stated in the annual report including the Management Report but does not include the
consolidated financial statements and our audit report thereon.

Our opinion on the consolidated financial statements does not cover the other information and we do
not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the
other information identified above and, in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our knowledge obtained in the audit, or
otherwise appears to be materially misstated. If, based on the work we have performed, we conclude
that there is a material misstatement of this other information, we are required to report that fact. We
have nothing to report in this regard.

Basis for opinion

We conducted our audit in accordance with the Law of 23 July 2016 on the audit profession (Law of
23 July 2016) and with International Standards on Auditing (ISAs) as adopted for Luxembourg by the
“Commission de Surveillance du Secteur Financier” (CSSF). Our responsibilities under the Law of
23 July 2016 and ISAs as adopted for Luxembourg by the CSSF are further described in the
“Responsibilities of the “Réviseur d’entreprises agréé” for the audit of the consolidated financial
statements” section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

We are independent of the Group in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (IESBA Code) as adopted for Luxembourg
by the CSSF together with the ethical requirements that are relevant to our audit of the consolidated
financial statements. We have fulfilled our other ethical responsibilities under those ethical requirements.

PricewaterhouseCoopers, Société coopérative, 2 rue Gerhard Mercator, B.P. 1443, L-1014 Luxembourg
T: +352 494848 1, F : +352 494848 2900, www.pwe.lu

Cabinet de révision agréé. Expert-comptable (autorisation gouvernementale n°10028256)
R.C.S. Luxembourg B 65 477 - TVA LU25482518

Responsibilities of the Board of Managers for the consolidated financial statements

The Board of Managers is responsible for the preparation and fair presentation of the consolidated
financial statements in accordance with IFRSs as adopted by the European Union, and for such internal
control as the Board of Managers determines is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the Board of Managers is responsible for assessing
the Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the Board of Managers either intends
to liquidate the Group or to cease operations, or has no realistic alternative but to do so.

Responsibilities of the “Réviseur d’entreprises agréé” for the audit of the consolidated financial
statements

The objectives of our audit are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to issue
an audit report that includes our opinion. Reasonable assurance is a high level of assurance, but is not
a guarantee that an audit conducted in accordance with the Law of 23 July 2016 and with ISAs as
adopted for Luxembourg by the CSSF will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these consolidated financial statements.
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As part of an audit in accordance with the Law of 23 July 2016 and with ISAs as adopted for Luxembourg
by the CSSF, we exercise professional judgment and maintain professional scepticism throughout the
audit. We also:

e identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control;

e obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group’s internal control;

e evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Board of Managers;

e conclude on the appropriateness of the Board of Managers’ use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists related
to events or conditions that may cast significant doubt on the Group’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
audit report to the related disclosures in the consolidated financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our audit report. However, future events or conditions may cause the Group to cease
to continue as a going concern;

e evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the underlying
transactions and events in a manner that achieves fair presentation;

e obtain sufficient appropriate audit evidence regarding the financial information of the entities and
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the Group audit. We remain
solely responsible for our audit opinion.
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We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

Report on other legal and regulatory requirements

The Management Report is consistent with the consolidated financial statements and has been prepared
in accordance with applicable legal requirements.

PricewaterhouseCoopers, Société coopérative Luxembourg, 27 April 2020
Represented by

'_Electronically signed by:

Anne Derouané

BH

Anne Derouané
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