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We build true human connections and break down barriers, because
we believe great moments of shared experiences are the best in life.

We are inspired by consumers to brew the best beers and extend that
same passion to all of our brands, products and activities. |

We are proud of our family history and Dutch heritage and derive from
them our entrepreneurial spirit that takes us to every corner of the world. |

We are brand builders. The Heineken® brand defines and unites us
while our many local, regional and global brands make our portfolio
diverse and unique.

People are at the heart of our company. We see our strength in trust, .~
diversity and progress. |

'R: ry
e

We stand by our values: passion for quality, enjoyment of life, respect
for people and for the planet.

We always advocate responsible consumption. We are committed ‘ #
to our communities and strive to consistently improve the impact
we make on the planet.

We work with our customers and partners to grow together and seek
to win with integrity and fairness.

And we are convinced that by staying true to these commitments,
we create value for our shareholders.

We are HEINEKEN.
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Introduction

In 2018, we delivered another year of strong
top line growth. The Heineken® brand grew
7.7%, its best performance in a decade.

Our new brand extension, Heineken® 0.0 has
been very well received and is now available in
38 markets worldwide.

The rest of our premium portfolio also grew
double digit, led by our international beer brands
such as Tiger, Desperados, Birra Moretti and
Krusovice, craft and variety beers, and ciders.

In the UK and South Africa, Strongbow flavour
variants drove our cider sales growth. We also
strongly developed outside traditional markets.

In Vietnam, we are establishing the cider category
with Strongbow while in Spain our recently
introduced Ladrén de Manzanas is off to a
promising start.

Craft and variety beers like the low alcohol variant
of Affligem and Birra Moretti Regionale performed
very strongly. Meanwhile, Lagunitas outperformed
the craft segment in the US and continued its
international expansion. Originally brewed in
Petaluma and Chicago, Lagunitas is now also
brewed in the Netherlands in our craft brewery

in Wijlre.

Report of the Executive Board

Chief Executive’s Statement

Report of the Supervisory Board

Financial Statements

Sustainability Review
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In addition to Heineken® 0.0, we introduced
innovations in our low- and no-alcohol portfolio
which reached 13.1 million hectolitres. In Ethiopia
we introduced Sofi Buna, a dark malt drink with
local coffee, while worldwide, our Radler portfolio
continued to expand.

All regions contributed to our strong performance.
Brazil deserves a special mention for strong growth
following the integration of our two businesses.

An important milestone for the year was the
announcement of our strategic partnership with
CRE in Ching, the largest beer market in the world,
where Heineken® has strong brand equity and
where CRE is market leader by volume.

The first time consolidation of our Brazil
business, rising input costs and adverse currency
developments slightly impacted our operating
profit margin.

We have progressed with our Brewing a Better
World commitments. Already at the end of 2017
we surpassed our 2020 carbon emissions targets.
In 2018 emissions further reduced to 5.5 kg

CO, equivalent per hectolitre, which represents

a 47% decrease since 2008. In February 2018,

we announced our new Drop the C programme.
Our ambition is that 70% of all our electric and
thermal energy needs in production will be covered
by renewable sources by 2030. During the year, we
embarked on the first 13 renewable projects of this
programme. Today, 15% of our electric and thermal
energy sources are renewable.

Because we have also already reached our

2020 water commitments, later this year we will
announce Every Drop, our 2030 water vision.

Our average water consumption at the end of
2018 was 3.5 hectolitres of water per hectolitre of
beer, areduction of 32% compared to 2008 and
3.2 hectolitres of water per hectolitre of beer for
water-stressed areas. At the end of 2018, 96% of
our effluents were treated worldwide.

In 2018, our ‘When You Drive, Never Drink’
campaigns continued to receive significant
exposure through the Formula 1™ partnership.

In 69 markets around the world, we dedicated at
least 10% of Heineken® media spend to Responsible
Drinking campaigns.

We regularly review our codes and policies and in
2018 we refreshed the Code of Business Conduct,
including our Human Rights Policy and Responsible
Marketing Code. The Code and underlying policies
were rolled-out in all operating companies and in 38
languages. Since 2016, we have worked with human
rights experts Shift to identify and address human
rights-related risks in our operations in line with UN
Guiding Principles on Business and Human Rights.

In 2018, we also renewed our Brand Promoters
Policy. We implemented this policy between June
and December, incorporating the feedback and
recommendations made by brand promoters,
NGOs and three independent assessors.

Looking ahead to 2019, we will continue to strive
for superior top-line growth driven by volume
growth, price increases and premiumisation.

We expect volatility in economic conditions will
continue and plan to partially mitigate input

and logistics cost increases through productivity
measures and prudent spend. Consequently,
excluding any major unforeseen macro-economic
and political developments, we now expect
operating profit (beia) to grow by mid-single digit
on an organic basis.

Our strategic priority is biased towards growth.
This can only be achieved through continued focus
on innovation, operational excellence and social
and environmental sustainability, so consumers
can enjoy our brands, our customers’ expectations
are exceeded and we continue to enjoy the trust
of the communities in which we operate.

Already in full speed in 2019, I want to express
my gratitude to my colleagues, customers and
suppliers for a great 2018.

/ r B s

Jean-Frangois van Boxmeer
Chairman of the Executive Board and CEO

Amsterdam, 12 February 2019
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Consolidated beer volume

Heineken® volume

233.8
(in millions of hectolitres) (in millions of hectolitres)
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Financial summary highlights Sustainability summary highlights
Net revenue (beia)’ Operating profit (beia) Carbon emissions Water consumption
(in millions of €) (in millions of €) LI7(y 32(y (\ .
2018 _ 22,471 2018 _ 3,868 decrease in decrease in water ‘

2017 [— 21629
2016 [ 20792
2015 [ — 20511

2017 —— 3759
2016 —— 3510
2015 | — 3381

carbon emissions
(kg CO5-eq/hl)
from production

consumption (hl/hl) in
our breweries since 2008

2014 [ 19,257 2014 | 3129 since 2008 (%
Operating profit (beia) margin? Net profit (beia) Safety Responsible consumption

(in percentages) (in millions of €) O o

17.2% €2,424m 18% 967
2018 172 2018 24 reduction in of markets where we sell I S B
2017 [ 174 2017 [ 2,247 accident frequency Heineken® allocated 10%, = 3
2076 [ 170 2016 [ 2,098 since 2015 or more, of Heineken® -

2015 [—— 165
2014 [— 62

2015 [I—— 2018
2014 [ 78

" Figures shown before 2017 are ‘Revenue’. As of 2017 ‘Net revenue’ is shown due to changes in accounting policy on revenue (IFRS 15).

2 As of 2017 restated due to changes in accounting policy on revenue (IFRS 15).

(113 accidents per
100 FTE in 2018)

media spend to responsible
consumption campaigns -
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Key figures'

Consolidated results Per share

In millions of € 2018 2017 Changein % 2018 2017 Changein %

Revenue? 26,811 25,843 3.7% Weighted average number of shares — basic 570,146,069 570,074,335 0%

Revenue (beia)? 26,811 25,863 3.7% Net profit 3.34 3.39 (1.5)%

Net Revenue? 22,471 21,609 4.0% Net profit (beia) 4.25 394 79%

Net Revenue (beia)?® 22,471 21,629 3.9% Dividend (proposed) 1.60 1.47 8.8%

Operating profit 3137 3,352 (6.4)% Free operating cash flow 3.94 3.56 10.7%

Operating profit (beia) 3,868 3,759 2.9% Shareholders’ equity 2518 23.37 7.7%

Net profit 1,903 1,935 (1.6)% Share price 77.20 86.93 (11.2)%

Net profit (beia) 2,424 2,247 79% Weighted average number of shares —diluted 570,663,632 570,652,111 0%

EBITDA 5,040 4,949 1.8% Net profit (beia) — diluted 4.25 394 7.3%

EBITDA (beia) 5,235 5115 2.3%

Dividend (proposed) 912 838 8.8% Employees

Free operating cash flow 2,246 2,031 10.6% 2018 2017 Changein %
Average number of employees (FTE) 85,610 80,425 6.4%

Balance sheet

In millions of € 2018 2017 Change in % Ratios

Total assets 11,956 11,034 22% 2018 2017 Changein’
Operating profit (beia) as a % of net revenue? 17.2% 17.4% -17 bps

Shareholders’ equity 14,358 13,321 7.8%

- . Net profit as % of average equity attributable

Net debt position 12,081 12,879 (6.2)% to equity holders of the Company 13.8% 14.6% (55)%

Market capitalisation 44,055 49,607 (11.2)% Net debt/ERITDA (beia) 23 25 (83)%
Dividend % payout 37.6% 37.3% 0.9%
Cash conversion ratio 84.2% 81.1% 3.7%

" (beia) is before exceptional items and amortisation of acquisition-related intangible assets. Please refer to the Glossary section for an explanation
of non-GAAP measures and other terms used throughout this report.

22017 revenue has been restated due to changes in accounting policy on revenue (IFRS 15).

* Net revenue was introduced in 2017 due to changes in accounting policy on revenue (IFRS 15).
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HEINEKEN as part of society -
Creating shared value, from Barley to Bar

Our ambition is to Brew a Better World across our entire value chain,
creating shared value for our stakeholders and us, and contributing
to the UN Sustainable Development Goals.

Our Brewing a Better World approach
supports the following SDGs:

Every Drop:
Protecting water resources

>

6 S
ANDSANITATION

Packaging 1 Green deliver - Consumers Drop the C:

Packaging enables our Every day, millions of Reducing CO, emissions
brands to stand out. We aim consumers enjoy one of our

to offer consumers a unique more than 300 brands, from 12 mposar

experience while innovating premium beers to ciders and ~

to reduce the environmental low- and no-alcohol products. cm
impacts of our packaging. We want to make sure they

Agriculture Distribution E e — : :

! o Sourcing sustainably
Our beer and cider are made The majority of our products
from natural ingredients Brewing 4 ; are consumed in the countries Customers

which we source with care. where they are produced. )
We work with farmers

worldwide to support the
sustainable cultivation
of raw materials to brew
our products.

O

Our brands are purchased
and consumed in bars, /*'/'
restaurants and from retailers
around the world. Because

our products are best served
cooled, reducing emissions
from refrigeration is a

high priority.

Brewing beer and making cider
is a craft. We operate more
than 170 breweries, malteries,
cider plants and other facilities.
We work constantly to reduce
our CO, emissions and water
consumption and increase

the share of renewable energy

We use. I

We work hard to optimise our
distribution network and limit
its environmental impacts.

g coniam
ANDWELLBEIG

e

Promoting health and safety @

g coniam DEGENT WORKAND
ANDWELLBEIG ECONOMICGROWTH

| o

Growing with communities

Communities 3 wam, | 6 s,
We aim to make a positive contribution to the —‘V\/ A4 E

Employees Suppliers

Our Barley to Bar journey is supported by over 85,000 Throughout our value chain, we develop long-term
employees in more than 70 countries. We strive to provide partnerships with our suppliers to build a sustainable communities where we source, live, work and sell
safe and fair working conditions and increase our diversity. future and grow together. our products — both through our core business and

our initiatives.
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Executive Team

The Executive Team
consists of the two members

& of the Executive Board,
the four Regional Presidents
and four Chief Officers.
Its members are accountable
for the global agendas of their
functions, working closely with
our operating companies.

1 Jean-Francois van Boxmeer
Chairman Executive Board and CEO

Laurence Debroux
Member Executive Board and CFO

| E A

Marc Busain
President Americas

Dolf van den Brink
President Asia Pacific

Stefan Orlowski
President Europe

B TEREEEE Y

Roland Pirmez
President Africa Middle East and
Eastern Europe

Jan Derck van Karnebeek
Chief Commercial Officer

Marc Gross
Chief Supply Chain Officer

Chris Van Steenbergen
Chief Human Resources Officer

Blanca Juti
Chief Corporate Affairs Officer

: Further information online at:
L o @l theHEINEKENcompany.com

Photo taken at the Hefitage Quarter (newly opened in 2018) at the Heineken Experience in Amsterdam.



https://www.theheinekencompany.com/About-Us/Leadership
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Our business priorities ‘!

The HEINEKEN strategy is built around
four business priorities for action.

They are designed to enable the
Company to win in the marketplace,
focus on the long-term sustainability
of our business and continue delivering
growth and shareholder value.

Deliver top
line growth

)

Further information:
Page 09

Engage Drive
and develop Our four end2end
our people business performance

@ priorities @

Further information: Further information:
Page 19 Page 16

Brew a
Better World

®

Further information:
Page 17
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Our business priorities (continued)

Deliver top line growth

® Our strategy remains the same: to lead the premium segment in beer

and cider across the world and leverage the strength of Heineken®,

supported by a strong portfolio of international premium and local
brands. Our goal is to be the number one, or a strong number two,
in the markets where we compete with a full brand portfolio.

Heineken® and international
brands growth

In 2018, the Heineken® brand continued to
outperform. Volumes grew strongly by 7.7%,
which is the best performance in over a decade.

Our international brands portfolio is comprised of a
strong group of premium brands that complements
Heineken® and taps into consumer appetite for
diversity, new taste and brand experiences, and unique
stories. These brands are Amstel, Desperados, Sol,
Tiger, Tecate, Red Stripe, KruSovice and Birra Moretti.
They continue to be a strong driver of premium
revenue growth with double digit growth outside
their home markets.

Consumer trends and behaviours

Consumer tastes and preferences continue to
evolve and shape our industry. The most noticeable
change has originated from the popularity of craft
beer, but more gradual changes have emerged from
changing demographics and a growing awareness
of health and wellbeing.

Craft and variety is an important category for

us that complements the growing international
premium beer segment. It has put beer at the centre
of the conversation among a broader group of
discerning consumers. Around the world, consumers
are seeking more variety and our consumer-oriented
approach has increased our understanding and
accelerated the international growth of our craft and
variety range. This is led by iconic international craft
brands such as Affligem, Mort Subite and Lagunitas,
and supported by craft line extensions such as Brand
IPAin the Netherlands, and Birra Moretti Regionale

in Italy, strong local craft brands such as Beavertown
in the UK and La Cibeles in Spain.

The relatively recent trend towards health and wellness
in the developed world is driving growth in low- and
no-alcohol drinks. Consumers are demanding more
variety and we continue to innovate with low- and
no-alcohol beers, Radlers, dark and clear malts and
malt-based energy drinks. Volumes in our low- and no-
alcohol portfolio increased mid-single digit, delivering
13.1 million hectolitres in 2018 (2017: 12.5 million
hectolitres). In Europe, volumes grew high single digit.

Continue to shape the cider category

The trend towards variety in flavours and tastes
means cider is the fastest growing category in alcohol.
Albeit still small in size, we are shaping the category
in many markets where modern cider is new, such as
in Spain, Vietnam and Mexico. We are strengthening
our position in more developed cider markets

such as South Africa and Ireland with our global
brands Strongbow and Orchard Thieves. Active in
over 40 markets, our consolidated cider volume
increased double digit, including the UK, to reach
5.6 million hectolitres (2017: 4.9 million hectolitres),
with more than 2 million hectolitres outside the UK.

E-commerce and digital marketing

E-commerce and innovation are important for

us. As new developments affect the shape of the
beer industry’s route to market, being close to

the consumer and to customers is critical. We are
creating new opportunities through our B2C and
B2B e-commerce platforms (see page 15) and other
digital commerce initiatives.

Our brands and e-commerce are the drivers of our top line growth...

HEINEKEN has more than 300 brands around the
world. Over the following pages we take a closer
look at just some of the brands which are continuing
to deliver top line growth for the business.

Our global brand -
Heineken®

Our low- and no-
alcohol brands

Our global
cider portfolio

@

Further information about our brands at:
theHEINEKENcompany.com/Brands

Our international
brands portfolio

Our international craft and

variety brands  j2
=

R
:

N

Our e-commerce and
digital marketing



http://theHEINEKENcompany.com/Brands
http://theHEINEKENcompany.com/Brands
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Our business priorities (continued)
Deliver top line growth - Global brand

Heineken®
The world’s most international
beer brand

In 2018, Heineken® posted an exceptional 7.7% volume growth. This is our
best performance in over a decade, driven by our operating companies around
the world - from the smallest to the largest.

\ o P 3
L 4

AR AN B\Z
k
x %

inekepkineken
T 1)

. A 0N PAAS 1KY
2 EnANG MK FRAD 1Y

Heineken® global
sponsorships

Heineken® expanded its portfolio
of world-class sponsorships,
adding electric street racing
series, Formula E, to a list that

Heineken® packaging design
Cities We redesigned the iconic Heineken®
packaging to dial up our brewing
credentials and on-shelf visibility.

New Heineken®

already includes UEFA Champions
League, Formula One™, Rugby
World Cup and James Bond.

the he’} . communication strategy

We evolved our marketing strategy,
aiming to be more relevant to the
millennial generation. We want

to provide a fresh point of view
through inspirational, light-hearted

.
AR . " "
F. —~ ! "' | and universal messaging that will
A A 5 encourage consumers to enjoy life
to its fullest.

Heineken
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Our business priorities (continued)
Deliver top line growth - International brands

\ —

' HTINBNTAL
CUALITY

Amstel - -
Growing regional beers into
celebrated international brands

Amstel is The World'’s Local Beer. As our second most international beer
brand after Heineken®, available in over 110 markets, Amstel has reached
a volume of over 12.5 million hectolitres per year. In 2018, Amstel grew
double digit in Brazil, Russia and the UK.

Amstel sponsorships:
UEL and Copa Libertadores
Amstel is the sponsor of the UEFA

Europa League and the Conmebol Ourinternational brands
Libertadores Bridgestone Cup in Latin portfolio strengthens our \

America, growing Amstel successfully presence inthe pl:em‘\um
in Brazil. segment by tapping
into consumer appetite

I
Amstel Ultra in Mexico
InJuly 2018, Amstel Ultra was
successfully launched in Mexico i
with afocus on the Northern !
region. The proposition caters CALS =
to those who want to maintain o S
an active lifestyle and still enjoy
agreat tasting beer (85 calories

Our international \ \
brands portfolio \

and 2.4 of carbs). for diversity, unique
stories, purpose and new
brand experiences.
Amstel lands in Asia!
- We launched Amstel as an accessible
- premium brand in India and Vietnam,

leveraging Amstel’s international
stature and brewing credentials.
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Our business priorities (continued)
Deliver top line growth — Low- and no-alcohol

Heineken® 0.0

Championing changing lifestyles
and consumption habits with

a brand that doesn't compromise

The growth of the low- and no-alcohol segment is expected to continue

and our ambition is to be the leader in this space. We aim to do so by being
at the forefront of taste innovation and leveraging the cultural shift towards
a healthy, balanced lifestyle.

'.i o S N
‘?’:?h.-- \B\" /

~h

Consumer demand for When You Drive, Never Drink
variety and choice Heineken® 0.0 plays an important low- and no-alcohol
To meet growing consumer role in our ‘When You Drive, Never ourlow- and no-aicono
demand, we innovated within the Drink’ campaign, and our sponsorship portfolio

low- and no-alcohol category to THE BEER SOLUTION of Formula 1™ provides a unique Our low- and no-alcohol category
offer our customers an expanding FOR YOUR platform for sharing our responsible . - is benefiting from consumer trends

variety of brands and choices. R ESO I.UTION consumption message. _ Y B e towards alcohol moderation and
Heineken® 0.0 is now available .

natural, health-conscious lifestyles.
in 38 markets around the world. NOW YOU CAN,

Our distinct portfolio in this category
We discovered that the market for NEW HEINEKEN 0.0 isgrowing, ranging from non-alcoholic
GEAT TASTE. ZERD ALCOWOL
great tasting alcohol-free beer is

beers and radlers to malt beers, with
very strong, and further expansion - g an innovative focus on malt-based
of Heineken® 0.0 is planned for 2019 : - 4 | _ e energy beverages. We now offer
and beyond. ; : > | == approximately 325 low- and no-

alcohol products across 125 brands.

Innovatively growing
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Our business priorities (continued)
Deliver top line growth Craft and varlety ﬂ

o L EE

Bt
» v

Meeting consumers’ growmg N }‘

preference for choice'and taste
variety inbeer —

Lagunitas was founded in California in 1993 by beer-lovers with a vision to spread their
enthusiasm for craft beer. We have accelerated our international roll-out of Lagunitas,
doubling its international volume. Lagunitas IPA is now available in over 25 markets.

Our international craft

-

W

Lagunitas Beer Circus
The Lagunitas Beer Circus

is the ultimate Lagunitas
celebration of beer and the
freedom to be yourself! It is
an immersive beer festival full
of circus performances and
the hottest live music in town.
The Lagunitas Beer Circus
travelled to London in August
2018 to asell-out crowd.

and variety brands
Consumers around the world
are seeking more choice

and taste variety, and it is
important we have the right

brands available:

o | = s b \

| <= T T I T
Lagunitas TapRoom goes international
Lagunitas’ first ever TapRoom outside of the US opened in Amsterdam,
called TapKabinet. In the TapRoom, consumers step out of the daily
hustle and bustle and into Lagunitas’ fuss-free, friendly routine to
experience great Lagunitas beer.
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Our business priorities (continued)
Deliver top line growth — Cider

~

hard Thieves N ¥ .
lising the cider marketwith <~ - = =
“ W brands that speak locally " ORCHARD *

THIEVES

—CIDER—_

the word’s biggest cider producer, answering the demand

ber of consumers who are discovering the appeal of cider.

ing the way, we are shaping the cider category with the

bal and local brands.
apple f‘k’ 3300 |}

fruity taste tj%*-"‘l

Consumer appeal of cider . . A Strongbow future

gy Our global cider portfolio o ,
Tapping into many of the macro Strongbow Apple Cider is outperforming
consumer trends that drive A complementary portfolio of in solid markets such as South Africa
consumption, such as varied taste cider brands including: and in new markets like Vietnam
preferences and wide demographic Strongbow Apple Cider and Mexico. With new innovations
appeal, cider will continue to grow. Orchard Thieves Cider like Rosé Apple, new packaging and

Cider is perceived as a natural, light,
and refreshing alternative to other
drinks categories. It appeals to

20% of alcohol consumers globally Old Mout
who do not like beer — making it
well placed to source volume from
ready-to-drink beverages, wine
and spirits.

—BE BOLD— impactful marketing campaigns, the

Stassen future of Strongbow looks bright.

Bulmers

Conquering the world

Orchard Thieves was born in New
Zealand, grew up in Ireland, and is quickly
conquering the world. It is our ‘glocal’
brand, available in 21 markets. With 70%
year-on-year growth, the brand is thieving
sales and share wherever it goes.
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Our business priorities (continued)
Deliver top line growth - E-commerce and digital marketing

E-commerce and

digital marketing

To win, it is vital we get close
to customers and consumers

As digital innovation reshapes the beer industry’s route to market,

being close to the consumer is paramount. The marketing mix must
include digital, but attention can be lost with the swipe of a thumb;
engaging and creative content is essential. Our B2B and B2C
platforms allow us to get close to consumers and custom

THE SUB® = Heineken® digital marketing
The HEINEKEN SUB® is sold

Beerwulf
Beerwulf is one of our

Our Heineken® brand sponsorships of the UEFA Champions League and

online and marries leading
industrial design with our
premium and craft beers in
Europe and the US, enabling
consumers to dispense the
perfect draught pint in their
home. It is driving growth
in the at-home market in all
four of our regions, helping
to build direct relationships
with consumers.

Formula 1™ provide the opportunity to connect directly with our consumers with
specific digital assets before, during and after major sport events. This way we get
closer to consumers. This digital marketing combines the offline and online world
to mutually reinforce the strength of our leading brand.
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e-commerce platforms and
the largest online specialty
and craft beer webshop in

the Netherlands. Rolled out
in Belgium, the UK, France

and Germany, it is creating
opportunities to reach new

consumers and increase loyalty.

@EEERWIF &

Craft beer. Delivered to your door.
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HEINEKEN is leveraging the global scale of its operations
to deliver increased efficiencies across the business.

Consumers and customers in focus

End2end means embracing a consumer
mindset across the entire value chain to quickly
and flexibly adapt to their changing needs while
striving for operational excellence. Exploring
digital opportunities will form a key element.

Leveraging our global scale

In 2018, we continued to innovate to tap into
consumer needs. By growing capabilities across our
worldwide operating companies, we increased our
speed to market. For instance, 18 of our brands are
now available in the Blade, our countertop draught
system designed for retail without full fledged
draught equipment. We also accelerated the
availability of Heineken® 0.0 in new markets.

Our Worldwide Centres of Excellence involve
approximately 500 experts who support best-in-
class standards by sharing knowledge, best practice
and innovation. We simplified our continuous
improvement process management (TPM),
bringing it more in line with our business needs,
and prioritised customer service excellence with
Global Commerce and our operating companies.

Investments to fuel growth

End2end supports our organic growth by optimising
our brewery footprint. We are deploying new
technologies to increase capacity and integrate
newly acquired companies. In 2018, we continued
to invest in developing markets. In Mozambique,
we broke our construction record by building a new
brewery within one year.

We used digital applications to pioneer real time
performance management and to focus on
energy saving. We extended our Kilinto brewery
in Ethiopia and increased capacity to three
million hectolitres in Cambodia. In Mexico, we
completed our new Meoqui brewery and adopted
circular economy principles to meet the latest
sustainability requirements.

We continued to build strategic partnerships with
our customers. A focus on our local supplier base
is helping us develop local networks by identifying
and differentiating the right service providers.

We made further progress on our BASE programme.
Standardising core business processes in Finance,
Procurement, Production, Logistics and Sales,
supported by Enterprise Resource Planning (ERP)
systems, is making HEINEKEN more agile and
efficient. The first eight operations (including a
greenfield site) went live in 2018 without business
interruption and we plan to have deployed BASE

in Asia Pacific, Africa, Middle East & Eastern Europe
and the Caribbean by 2020.

Driving end2end transactional services

As part of our SHARPER Transformation programme,
we saw an improvement in our performance and
productivity of our finance processes in 2018.

Through our end2end approach, we have improved
collaboration and internal processes between
operating companies, HEINEKEN Global Shared
Services and Global Functions. This has also resulted
in better cooperation with customers and suppliers.

Delivering our business priorities

Environmental sustainability has been
central to the design of our new brewery
in Meoqui, Mexico

In February 2018, we opened our new brewery in Meoqui,
Chihuahua, which is HEINEKEN's seventh in Mexico.

It has a production capacity of 6 million hectolitres per
year and produces leading brands such as Tecate, Dos
Equis and Heineken® for the Mexican market as well as
for export markets. With a US$500 million investment,
the new brewery is the largest greenfield project in
HEINEKEN's history.

The Meoqui brewery operates following circular
economy principles. It uses 100% renewable electricity;
the windows contain photovoltaic cells that create
approximately 12% of the electricity for the site and the
remainder comes from wind power. The brewery has
awastewater treatment plant, which allows the use of
biogas in boilers and reuses treated water for the cleaning
of shared facilities and the irrigation of green spaces.
The Meoqui brewery is HEINEKEN’s most water efficient
brewery globally and is aiming to use just two litres of
water for every litre of beer produced by 2020.
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Our business priorities (continued)

Brew a Better World

Doing business around the world comes with a responsibility
that reaches beyond running an efficient and profitable business.
That is why we have made sustainable development part of
our overall business strategy and why we want to contribute
to delivering the UN Sustainable Development Goals (SDGs).

To develop successful brands that people trust,

we aim to make a positive contribution to the
environment, local communities and wider society.
In 2018, we made steady progress towards reaching
our 2020 Brewing a Better World targets. We also
began to look beyond 2020 and started shaping
our sustainable development strategy for 2030.

Drop the C

We launched our Drop the C programme in 2018
with the aim of reducing our CO, emissions by 80%"
and using 70% of renewable energy in production

by 2030. We have started a number of projects to
drive us towards these targets looking into biomass
and biogas, wind and solar energy. Meanwhile, we
are ahead of our 2020 carbon reduction targets in
production and cooling. Emissions in distribution
also continue to decrease, although we need to do
more to achieve our 2020 ambition.

Every Drop

In 2018, we continued to decrease our water
consumption and reached our 2020 target. By the
end of the year, 96% of wastewater was treated and
we expanded our water balancing initiatives. Now,
we are raising our ambition; in 2019, we will launch
our new water strategy, Every Drop, and increase
efforts towards supporting watershed health in the
areas where we operate, particularly those which are
water-stressed.

Advocating responsible consumption

Making moderation cool is core to our strategy.
We use our marketing power, sponsorships and
partnerships to address consumers directly and

*Baseline 2008

we conduct behavioural research on drink driving
to develop effective messages and campaigns.

We believe that consumers should have access to
ingredient and nutrition information for our products.
Ahead of industry and regulation, we made this
information available for 95% of our beers and ciders
worldwide in 2018. Our expanding offer of over 325
low- and no-alcohol products across 125 brands
allows consumers to make right choices when they
should not, or do not want to, drink alcohol.

Safety

Safety is a top priority for us. Our accident frequency
rate has decreased since 2015 but we have more
to do while serious accidents and fatalities still
happen. We proactively identify safety risks across
our business and develop actions to address them.
We also understand that providing a safe working
environment goes beyond implementing tools and
programmes. Adopting the right safety behaviours
among employees and contractors is an equally
important part of our work in this area.

W Brewing a Better World in action

Supporting local sourcing

37% of agricultural raw materials used in Africa and the
Middle East were sourced within the region in 2018.

This was below our expectations and we continue to face
challenges sourcing the local ingredients in the format our
breweries need. Our local sourcing initiatives continued

to support thousands of smallholder farmers to increase
productivity, improve food security and to sell their surplus
production in local markets. We remain fully committed to
. developing sustainable agricultural value chains in Africa
Human I'IghtS (see more on page 132).
In 2018, we revised our global Human Rights Policy -
and researched the challenges and salient risks our
business faces. As aresult, we have set clear guiding
principles for our employees and suppliers and we
are taking action to address the risks. Respecting and
protecting the human rights of everyone who directly
or indirectly works for HEINEKEN requires ongoing
attention and we will continue to work with external

experts, such as Shift, to monitor our progress.

Restoration of wetland lagoons

Water balancing in Spain continues with the restoration
of four lagoons and surrounding ecosystems in the
Dofiana wetlands, the largest biodiversity area of Europe
and an important resting place for migrating birds and
other animals. According to a study by the University of
Granada, the project will return more than 1 million m?*

performance, please turn to the Sustainability Review on page 119. water to the environment.

More in-depth information can be found in the sustainability section
of our Company website.

@ For more on our Brewing a Better World commitments and


https://www.theheinekencompany.com/Sustainability
https://www.theheinekencompany.com/Sustainability
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Our business priorities (continuéd)
Brew a Better World — Drop the C

HEINEKEN'’s 2017 carbon footprint
In 2018, we reassessed* our carbon footprint, last published in 2015.
It shows our carbon emissions across the whole value chain.

The new figures show an increase in our carbon footprint from

64.1kg CO,-e per hlin 2014 to 68.1kg CO»-e per hl2 This is due to changes
in calculation methodologies® and our use of direct data to calculate
Scope 3 emissions.

Most importantly, it shows a decrease in emissions in the areas where we

have reduction policies in place: production (-15%), logistics (-22%) and cooling
(-13%). This proves that, when we consistently implement targeted programmes,
we achieve meaningful results.

y ; 7

y

e

17%

l | 15.4m

tonnes CO, **

681 kg

CO/hl

*Based on 2017 data.

** Extrapolated to 100% of companies. 12.9t CO, for 84% of companies in scope.

,;/-'gwtnotes forsustainable development focus areas are presented on page 154.
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DroptheC -

In 2018, we reached our 2020 carbon emissions target for production ahead
of time, reducing relative emissions’ by 47%. However, climate change remains
one of the most critical issues facing society and greenhouse gas emissions
are still on the rise.

We feel strongly that we must all take responsibility for our share in the effort
to cut greenhouse gas emissions and commitments set by the COP 21 Paris
Agreement. Through our Drop the C programme; we-aim to reduce emissions
across our entire value chain. In 2018, we set ambitious targets for production
(see inset). We are now turning our attention to logistics, packaging and cooling.

These are challenging areas because a lot of our emissions come indirectly
through our suppliers’ and sub-contractors’ activities. By working together,
with a clear shared goal in mind, we can go further than by working alone.
It is through cooperation and partnerships that we will continue to reduce
our carbon emissions, from Barley to Bar.

Drop the C - 70% Renewable
Energy in production by 2030

In February 2018, we committed to
reducing our CO, emissions in production
by 80% vs 2008. Through our global
Renewable Energy programme, we will
increase the share of electric and thermal
renewable energy in production to 70%
by 2030. Teams around the world have
been working to develop projects that will
deliver our ambition. Many projects have
been identified — from using biogas from
wastewater treatment plants in Nigeria
to generating energy from biomass in
Indonesia. The first projects started in 2018.

B Agriculture

M Malting and adjuncts
Beverage production

B Packaging materials

W Logistics

W Cooling
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Our business priorities (continued)
Engage and develop our people

In a world that is changing rapidly, our people and our culture

remain our two most critical differentiators. How we engage and
o develop our people will enable us to achieve our ambition of being

a proud and independent global brewer, committed to long-term

value creation.

People are at the heart of our Company.

Their engagement, capability and diversity drives
our continued performance and success. We are
progressing on the four key elements of our people
agenda across all our regions, operating companies
and functions. These are:

Develop great business driven leaders
Grow our talent pipeline at all levels

Build critical capabilities and strengthen
functional excellence

Leverage diversity and our culture

Develop great business driven leaders

The demands placed on our leaders are evolving
because times are changing. How we continue to
develop leaders for the future remains a priority

for our business and our culture. Our Leadership
Expectations, which simply explain what it takes

to lead HEINEKEN into the future, have now been
deployed to all our people leaders globally and are
embedded in our key people processes. Over 3,000
leaders have completed 360° feedback against this
framework. Leadership development is supported
by the deployment of our General Manager and
Management Team member Profiles of Success

to better shape capability development and
succession planning for these key roles.

We continued to work with INSEAD Business
School on our flagship development programme
for senior high potential leaders.

Last year, 88 of our leaders from across the world
attended the two week on-campus programme
exploring our key strategic and leadership
challenges. Executive Team members continue
to play an active part in the delivery of this
important programme.

We are working on the design of our next senior
leadership campus which will focus on the demands
of an increasingly complex and fast changing
world, including our response to digital disruption,
engaging a multi-generational workforce and
changing societal expectations.

Grow our talent pipeline at all levels

We are making good progress in developing our
talent pipeline. The number of top talents increases
each year throughout the organisation and among
the Senior Manager population as a result of
improved calibration and potential identification.

We pay special attention to building talent and
leadership capability in emerging market regions
like Asia and Africa. For example, in our Africa region
we conducted a Talent Management Maturity
Assessment across all of our operating companies to
help identify and drive the right talent management
approach for their business in a disciplined way,

with supporting action plans in place.

Delivering our business priorities

Female role models in HEINEKEN Supply Chain

Women Like Us is a monthly global webcast aimed As one of our leaders commented:
at inspiring listeners by showcasing the personal stories
of female role models across HEINEKEN's supply chain
organisation. Together with our other initiatives on
inclusion and diversity, these events have been very
well received by our female leaders — 95% of those who

attended recommend the webcasts to other colleagues.

Finally, we continue to evolve our approach to
attract great external talent through our refreshed
external employer brand campaign, Go Places!

“Itis good to know about the experience of other
women in HEINEKEN's Supply Chain department;

it helps us to believe in ourselves and see that we can
alsodoit”.
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Our business priorities (continued)
Engage and develop our people (continued)

Delivering our business priorities

ACCELERATE

ACCELERATE is HEINEKEN'’s new global leadership
development programme, rolled out across all regions.

It is designed to equip high-potential leaders with the skills
and insights they need to shape and drive the future of
our business in a fast changing, complex and increasingly
competitive world. Over a nine-month learning period,
participants experience a range of delivery methods
including: a kick-off by the Regional President; experiential
digital activities; a three day, face-to-face programme;
awork-based stretch assignment; peer challenge; and
personal one-to-one professional coaching support.

|

i

Build critical capabilities and
strengthen functional excellence

We continue to operate in a very competitive

and fast moving environment where developing
key strategic capabilities and driving functional
excellence in a disciplined way is becoming part
of how we do business. Operating companies and
functions have defined their critical capabilities

to win as part of their People Plans and significant
investment is underway. We continue to focus
our efforts on digital, end-to-end management

in supply chain and revenue management.

At the same time, we maintain our focus on
developing strong functional excellence and
getting the basics right across all our disciplines.

Leverage diversity and our culture

We understand the importance of having a diverse
workforce as a key driver of innovation, creativity
and business performance. Starting with inclusion
as the key to unlocking our diverse workforce will
ensure we create an environment that appreciates
and values the different contributions a diverse
workforce can bring.

To this end, we have deployed inclusive leadership
workshops to our top leaders, we are building

an ambassador community to support our local
markets with their Inclusion & Diversity action
plans, and we will continue to address our plans

to increase the number of women in senior
leadership positions. Finally, we have incorporated
an inclusion index as part of our annual climate
and engagement survey, which is a key barometer
for how we are doing across our culture. For 2018,
our employee engagement scores continue to rank
us in the top quartile of companies against the
external benchmark.
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Regional Review oL
Our balanced geographical footprint

Wherever you are in the world, you are
able to enjoy one of our brands.

We own, market and sell more than
300 brands in 190 countries.

Africa, Middle East
and Eastern Europe

Consolidated beer volume

41.7mhl
®

Further information:
Page 22

Asia Pacific

Consolidated beer volume

29.0mhi
®

Further information:
Page 24

Americas

Consolidated beer volume

33.3mhi
®

Further information:
Page 23

Europe

Consolidated beer volume

79.8mhl

®

Further information:
Page 25
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Africa, Middle East and Eastern Europe

Our volume growth was positive, despite a continued
challenging trading environment across the region.
Growth was particularly strong in Russia, South Africa

and Ethiopia.

Key brands: Heineken®, Primus, Amstel, Walia, Soweto

In 2018, macro economic challenges continued in
the region, albeit more stable compared to last year.
However, increased inflation and currency pressure
weighed on performance, particularly in Nigeria.

In Egypt, we saw a return to volume growth driven
by arelatively stable macro-economic environment
and increased tourism.

Heineken® performed well in Africa, Middle East and
Eastern Europe, in particular in South Africa, Nigeria
and Russia. Our business in South Africa delivered
strong growth for Heineken®, as the brand leads the
premium segment and provides consumers with
refreshing moments. In Rwanda, we started the
local production of Heineken® in our brewery.

Heineken® continues to see strong growth in Russia,
which is also one of our largest markets globally for
Heineken® 0.0.

In Nigeria, our business embarked on a
transformation exercise and a review of its operations,
with emphasis on improving our route-to-market,
streamlining the portfolio of brands, cutting costs

and building an agile organisation that can more
effectively respond to changing market dynamics.

In Ethiopia, our Walia brand continued to
perform, delivering double digit volume growth.
We successfully completed the extension of our
Kilinto brewery, adding additional capacity.

In South Africa, our Strongbow cider brand showed
continued momentum and performed very well,
out-pacing our expectations and growing the overall
cider category with the Red Berry flavour variant.

Our cider brands benefited from new local
production capacity, greatly improving the
profitability of the category. Our South African
Soweto brand saw strong performance as it
resonates well with local consumers.

In Russia, both Affligem and Krusovice performed
very well. We successfully launched our local Russian
version of Orchard Thieves. In the third quarter

of 2018, we announced a long-term partnership
agreement with Molson Coors for the distribution

of Miller Genuine Draft and Staropramen in

Russia. The deal gives us the exclusive rights for the
manufacture, sales and distribution of Miller Genuine
Draft and Staropramen from January 2019.

Our balanced portfolio of premium, mainstream
and economy brands is a key part of our success

in the region. We continued to invest in our existing
brands and in product innovation. We increased
our footprint in Africa and completed our brewery
in Mozambique.

Our low- and no-alcohol category continues to
perform well in the region with our established
malt based beers, but also our innovations such as
Star Radler in Nigeria, Walia Radler and Sofi Buna,
a coffee-flavoured malt beer in Ethiopia.

4] 7mh| (2017: 401mhl)

Consolidated beer volume

€3,051 M 2017:€3.028m)

Net revenue (beia)

Providing solar powered
lighting to local communities
in Rwanda

Bralirwa, our business in Rwanda,
invested in and collaborated with the
Ministry of Local Governance and
Rwanda Energy Group to provide
solar energy to 283 families living
near the Bramin farm, where Bralirwa
grows the agricultural raw materials it
needs to produce its products.

1 78% (2017:18.4%)

Consolidated beer
volume as % of total

€41Tm (2017:€388m)

Operating profit (beia)

65mh| (2017: 5.2mhl)

Heineken® volume

1 03% (2017:9.9%)

Operating profit (beia) as % of total

Extending our

footprint with a

brewery in Mozambique
Our Mozambique greenfield
brewery has been completed,
enabling us to offer consumers
locally brewed beers made by
Mozambicans for Mozambicans.
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Regional Review (continued)
Americas

We delivered strong revenue and profit growth in the Americas,
driven by our focus on top line growth, maintained cost initiatives

particularly well, most notably in Brazil and Mexico, more than

833mh| (2017: 721mhl) 356% (2017:331%)

Consolidated beer volume Consolidated beer
volume as % of total

offsetting the decline in the US.

Key brands: Heineken®, Tecate Light, Lagunitas, Schin, Red Stripe

Brazil, Mexico and Haiti delivered strong results.
The region successfully expanded volumes, revenue
and profit in 2018.

In Mexico, we continued to deliver robust volume
growth with excellent growth from Tecate and
Dos Equis, and double digit growth of Heineken®.

Our acquisition of Brasil Kirin in 2017 broadened
our reach across Brazil and the performance of

our extended premium beer portfolio — led by
Heineken® and including Sol, Eisenbahn and Baden
Baden — grew strongly. Our mainstream brands,
Amstel and Devassa, also continued to deliver
strong double digit growth. The ongoing arbitration
between Cervejarias Kaiser Brasil S.A. and the

Coke Distribution System in Brazil is still pending.

The US beer market continued to be challenging
and declined in 2018, weighing on our portfolio
of brands. We launched an integrated US-led
Heineken® marketing campaign in the summer
of 2018 with a series of television commercials,
digital spots and outdoor branding. In addition,
new US campaigns have been activated for

our Tecate and Dos Equis brands. Despite this,
our volumes declined in 2018.

Net revenue (beia)

Lagunitas continues to gain share in the Growth of Heineken®
competitive US craft segment. Outside the US, brand in Brazil
Lagunitas continues to grow double digit, with
local production outside the US for the first time.
The brand is now sold in over 25 markets,

with more planned for 2019.

for a premium international beer.

In May 2018, we acquired a minority stake in
Belize Brewing Company Ltd., Belize’s market
leader in beer. It has been an importer and
distributor of HEINEKEN brands in Belize (including
Heineken® Amstel and Red Stripe) since 2016.

In February 2018, we officially opened our

new brewery in Meoqui, Chihuahua, Mexico.

The brewery, our seventh in Mexico, has a
production capacity of 6 million hectolitres per
year and produces brands such as Tecate, Dos Equis
and Heineken® for the Mexican market as well

as for export markets. The Meoq