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MY NESTLE,
MY SRI LANKA

As one of Sri Lanka's oldest companies, Nestlé celebrates
114 years in the island this year. Throughout, we have been
driven by our purpose to enhance quality of life and contribute
to a healthier future in three ways: Nourishing my Sri Lanka,

Developing my Sri Lankan community, and Making my Sri Lanka NOURISH'NG MY SR' LANKA

more sustainable.

We are Nourishing my Sri Lanka by offering tastier and healthier
products to Sri Lankan families. Through our vast range, we are
proud to serve our consumers right from birth to old age. With
approximately 90% of our products made locally at our factory in
Pannala, Kurunegala, we are able to carefully tailor our recipes to
ensure we cater to local tastes and nutritional needs. In 2019, we
provided our consumers almost 1 billion micronutrient-enriched
servings through our products. We are also continuing to support
and inspire millions of Sri Lankans to live healthier through
educational and awareness initiatives like our Nestlé Healthy
Kids, Kids Athletics, and Choose Wellness programmes.

We are Developing my Sri Lankan community by supporting
better livelihoods for those we live and work with, and
promoting respect and diversity throughout our value chain.
We are currently one of Sri Lanka’s largest fresh milk collectors
and one of the world's largest coconut milk powder exporters,
sustaining the livelihoods of almost 30,000 Sri Lankan families
- including our farmers, suppliers and distributors - through our
business. We also share our technical know-how, best practices
and expertise, and provide them training, resources and other
assistance. We are also helping thousands of Sri Lankan youth
become more employable by upskilling them, and have created
job opportunities for hundreds of young Sri Lankans over the last
10 years.

In line with our commitment to Making my Sri Lanka more
sustainable, we are caring for water, acting on climate change and
safeguarding the environment we live in. We are aggressively
driving our 2025 target to make all of our packaging 100%
recyclable or reusable. We have made good progress, with
more than 80% of our current packaging already recyclable.
We are no longer offering plastic items in our promotions, and
are pioneering the launch of Sri Lanka's first UHT milk carton
recycling facility together with other stakeholders.

www.nestle.lk | Enhancing quality of life and contributing to a healthier future



DEVELOPING MY SRI LANKAN MAKING MY SRI LANKA
COMMUNITY MORE SUSTAINABLE
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NOURISHING
MY SRI LANKA

Providing tastier and healthier
products

“Our portfolio is designed to suit local palates
and nutritional needs. We're striving to use
nature’s best ingredients, and include milk,
spices, grains, vegetables, and fruits in our
products. We provide my Sri Lanka with over
910 million micronutrient enriched servings
every year, helping to bridge nutritional gaps in
our diets.”

Chamili Senanayake
- Nutrition, Health & Wellness
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2019 Highlights

Revenue

RS.36.4 BILLION

Contributionto Exchequer

RS. 6.1 BILLION

Earnings per Share

RS. 47.76
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2019 Highlights

MAKING MY
SRI LANKA
MORE
SUSTAINABLE

915 MILLION®

servings of micronutrient enriched Nestlé
products to consumers

RS. 2.4 BILLION®

paid to 14,000 local dairy farmers for fresh
milk

Saving energy by

29%

~2,200"

children educated on nutrition and health
through our Nestlé Healthy Kids programme

RS. 2.6 BILLION®

contributed to the coconut industry as
payment for procuring fresh coconuts

Saving water by

15%

205,500"

children encouraged to be physically active
via our Kids Athletics programme

~68,000*

people provided with free health checks and
nutritional counselling through our Choose
Wellness, Choose Nestlé programmes

1.5 MILLION+*

consumers reached through our
#KnowWhatYouEat campaign to create
awareness on understanding product
labelling better

23%"

of sugar reduced from our portfolio

13%~

of salt reduced from our portfolio

7%

of saturated fat reduced from our portfolio

2,600+"

young people reached through our Nestlé
Needs YOUth programme, to help them
become more employable

Reducing greenhouse gas emissions by

12%

*(2019)
% (2017 -2019)
#(2009-2019 per tonne of production)
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2019 Highlights

Recognitions

SRILANKA'S MOST RESPECTED FOOD AND BEVERAGE COMPANY
We were ranked Sri Lanka's Most Respected Food and Beverage Company for  category, maintaining our overall rank of 16™ place from over 100 companies

the fourth consecutive year in LMD's Most Respected Entities publication for  across all industries.
2019. We were once again declared Sector Winner in the Food and Beverages

MOST VALUABLE CONSUMER BRANDS

ERAND NAME PARENT COMPANY

SRILANKA'S MOST VALUABLE FOOD AND BEVERAGE BRAND

We were ranked Sri Lanka’s Most Valuable Food and Beverage Brand in  an overall rank of number 8 out of 100 corporate brands listed from varying
2019 by Brand Finance, making it the company’s seventh consecutive year  industries. (LMD’s Brands Annual publication, 2019).
being ranked amongst Sri Lanka’s Top 10 Most Valuable Brands. We secured

www.nestle.lk | Enhancing quality of life and contributing to a healthier future



2019 Highlights

Recognitions

BEST EXPORTER

We won Best Exporter in the Coconut Kernel Product category at the 2019 and efforts to create sustainable livelihoods for local coconut farmers and
Presidential Export Awards. This marks the eighth Presidential Export Award  outgrowers.
for the Company, in recognition of our strong contribution to national exports,
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BUSINSES TODAY TOP 30

We were the highest ranking F&B company in Business Today’s list of  of number 10 across all industries in the country. This marks Nestlé’s fifth

Sri Lanka's top thirty leading corporates for 2018-2019 with an overall rank  consecutive year to receive this recognition.
Nestlé Lanka PLC | Annual Report 2019
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NOURISHING
MY SRI LANKA

Inspiring healthier lives

We are encouraging Sri Lankans to lead
healthier lives through our Nestlé Healthy
Kids, Kids Athletics, and Choose Wellness
programmes. We have helped more than
800,000 kids learn about nutrition, health and
physical activity, and provided one-on-one
nutrition and dietary counseling to 400,000
consumers through these programmes.

Nestlé Lanka PLC | Annual Report 2019



Chairman’s Message

We aggressively drove improvement
projects within the company as

well as efficiencies across the value
chain; harnessing the expertise,
passion and commitment of our
employees and business partners to
achieve growth in the latter part of
the year. This reflects the resilience
and strength of our company in
turbulent times.

www.nestle.lk | Enhancing quality of life and contributing to a healthier future



Dear Shareholders,

Today more than ever before, people are looking for companies they can trust,
who make a positive impact and can change life for the better. Our company,
which has upheld its strong values since its inception, stands tall in this regard.
It always has. It is this unswerving commitment to our purpose - to enhance
quality of life and contribute to a healthier future -that has helped us stay the
course even in challenging times. It serves as our blueprint across the business,
and helps us use our skills and resources in a way that is good for the company
and good for society.

The external environment in 2019 was shaped by a number of headwinds,
including the Easter Sunday attacks. | am pleased to note however that we were
not only able to mitigate these adverse impacts, but also reverse the negative
domestic sales trends of the last couple of quarters, while growing the volume
of our exports business. We aggressively drove improvement projects within
the company as well as efficiencies across the value chain; harnessing the
expertise, passion and commitment of our employees and business partners
to achieve growth in the latter part of the year. This reflects the resilience and
strength of our company in turbulent times.

We strengthened the leading position of our key brands with revamped
business strategies and better attention to ground-level execution. We also
enhanced our products’ nutrition credentials by adding more natural and
familiar ingredients. We are committed to continue increasing micronutrient
fortification where relevant, and reducing sugar, salt and saturated fat. We
created compelling brand communication, and continued to develop our
employees’ skills and capabilities to adapt to the fast-changing business
environment. As the innovation and renovation of our product portfolio is vital
to meet our consumers’ evolving needs, we also continued our work to build an
innovation and renovation pipeline based on key market and consumer trends.
Last but not least, we continued to be a force for good, using our position as a
responsible corporate citizen to make a real difference to our consumers, our
community, and the planet through various initiatives.

All of this enabled us to enter 2020 on a positive note. Unfortunately, 2020 has
brought another challenge - the COVID-19 pandemic - which has impacted
Sri Lanka along with the rest of the world.

Our highest priorities at this time remain the safety and wellbeing of our
employees and business partners, ensuring safe food supply to our consumers,
and supporting our communities. We have provided more than Rs. 50 million
in aid to frontline workers battling the pandemic and to vulnerable families
needing support as a result of the COVID-19 outbreak. We continued to buy
milk from our 14,000 farmers, to ensure their livelihoods are protected in these
uncertain times, and supported our business partners and suppliers. We are

Chairman’s Message

simultaneously exploring new ways of working, new business models, and
alternative routes to market to continue the positive momentum.

With health and trust becoming even more important in the face of COVID-19,
we are also reinforcing our strong local history, positive impact and unmatched
expertise in nutrition with the launch of ‘My Nestlé, My Sri Lanka". ‘My Nestlé,
My Sri Lanka' captures how we live our purpose in three ways - Nourishing
my Sri Lanka with good food and beverages and inspiring Sri Lankans to lead
healthier lives, Developing my Sri Lankan community by supporting better
livelihoods, and Making my Sri Lanka more sustainable by doing our part to
safeguard the environment.

Our history shows that strong values, unwavering commitment to our purpose,
deep local understanding, passionate and aligned people, and strong and
relevant brands will see us through tough times, and this year is no exception.
| am confident that we have laid down strong foundations for a sound and
sustainable growth.

As always, this would not have been possible without our people. They are our
biggest strength and asset. It is their determination, passion and hard work
that helped overcome the year’s challenges, and I'd like to thank them and our
business partners for their support and contribution. | would also like to thank
you, our Shareholders, for your trust and loyalty in us to steer your company.

We remain committed and passionate about serving, nourishing and
supporting Sri Lanka, as we have done over the last 114 years.

§ ol

-

Suresh Narayanan
Chairman

NESTLE LANKA PLC

9 June 2020
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DEVELOPING
MY SRI CANKAN
COMMUNITY

Empowering dairy farmers

“We have been collecting milk and helping to
develop Sri Lanka’s dairy industry since the
1980's. Today, we have set up milk collection
points and chilling centers across the island

to help provide our 14,000 dairy farmers a
sustainable livelihood. We offer further support
via financial assistance, mobile veterinary clinics,
incentives for artificial insemination, and training
and development programmes conducted on a
range of technical topics and best practices.”

U.L.A. Nanda Kumara
- Dairy Development

www.nestle.lk | Enhancing quality of life and contributing to a healthier future
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Managing Director’s Review

We have strengthened our brands
by making them more meaningful
to today's consumer. This was done
via compelling communication of
our product superiority, renovations
to our recipes where relevant, and
the right pricing and product format
strategies. We are seeing these
positive trends continue into 2020.

www.nestle.lk | Enhancing quality of life and contributing to a healthier future



Dear Shareholders,

2019 was marked by continued soft consumer demand and increased input
costs, driven by increased commodity prices and a strong depreciation of the
rupee at the end of 2018. In anticipation of this, we set out on a project early in
the year to reverse negative sales trends and use strong employee engagement
to implement a number of improvement initiatives. |am very pleased to note
that, despite difficult market conditions, we were able to get back to positive
growth in the second half of the year and regain market share across most of
our portfolio.

We have strengthened our brands by making them more meaningful to today’s
consumer. This was done via compelling communication of our product
superiority, renovations to our recipes where relevant, and the right pricing and
product format strategies. We are seeing these positive trends continue into
2020.

For Nestomalt, we successfully grew the category to spur growth. We revamped
our communications for the brand, focusing on the product’s value proposition
of energy and micronutrient fortification, and adjusted our product format to
drive penetration. We renovated Maggi's recipe to achieve a winning taste
preference, using eight popular local spices including coriander, cardamom,
turmeric, cumin, and black pepper. We also focused on strongly communicating
that Maggi is manufactured in Sri Lanka, contains the goodness of eight
spices with no added flavour enhancers or artificial colours, is SLS certified
and enriched with calcium. To strengthen momentum, we also consistently
communicated Milo's strong proposition of ‘Nourish to go further’, and
leveraged a strong tie-up with FCB, one of the world's most popular football
clubs, to enhance the brand’s efforts to encourage children to get more active
and live a healthier lifestyle.

To reinforce our localness and strong contribution to Sri Lankan society, we
launched ‘My Nestlé, My Sri Lanka’. It demonstrates how our people, brands
and actions as a company is helping to make a difference to individuals and
families, communities, and the planet. Here's a snapshot of our work in each
areain 2019:

Individuals and families

Nutrition and health continued to remain at the core of our business. We
provided consumers 915 million micronutrient-enriched servings in 2019
and reduced sugar, salt and saturated fat by 23%, 13% and 7% respectively
over the last two years.

We continued to educate people about balanced diets and the importance
of physical activity. Last year, we taught more than 220,000 children about
nutrition, health and the importance of physical activity through our Nestlé
Healthy Kids and Kids Athletics programmes. We also provided close to 70,000
people free health checks and nutritional counselling through our Choose
Wellness, Choose Nestlé programmes.

Managing Director’s Review

Communities

In 2019, we maintained our support of the rural farming community by sourcing
Rs. 5 billion worth of fresh milk and coconut in 2019 and providing them
training and development. We also helped more than 2,600 young Sri Lankans
become more employable over the year, by teaching them essential work-place
skills via our Nestlé Needs YOUth programme.

The Planet

We have significantly accelerated our efforts to reduce, reuse and recycle. Our
factory has done good work in reducing greenhouse gas emissions, energy
use and water use by 12%, 29% and 15% respectively over the last 10 years.
In 2019, we continued to work towards our target of making our packaging
100% recyclable or reusable by 2025. We have also set the groundwork to open
Sri Lanka's first UHT milk carton recycling facility together with other industry
stakeholders, and have begun waste management programmes in schools, in
collaboration with the authorities.

It is gratifying to note that our efforts to deliver results whilst making a positive
impact in these three areas continues to be recognised and appreciated. We
were ranked Sri Lanka's Most Valuable Food and Beverage Brand by Brand
Finance, Sri Lanka's Most Respected Food and Beverage Company by LMD,
won Best Exporter in the Coconut Kernel Product category at the Presidential
Export Awards, and were the highest-ranking F&B company in Business Today's
list of Sri Lanka’s top thirty leading companies.

| would like to thank you, our Shareholders, for your continuing support
and ongoing trust in our company and our people. | would also thank all our
employees and business partners for their passion, commitment and dedication
to ensure our long-term success.

| am confident that the efforts made and actions taken in 2019 have set a solid
base for 2020.

Fabrice Cavallin
Managing Director

NESTLE LANKA PLC

9 June 2020

Nestlé Lanka PLC | Annual Report 2019



DEPNDO GABTBDTRES HRBERIDNE

B 603 BBOTOS,

6deEe L) DR Br 9 (B &5 2018 OV 4deNNEEE
OtBred g®G et 6Q 5D 0 e 2019 Ovec
DG I Bag, HDeIBD 9CR® t® eIe)D BBOIG 9HE
©® DcBeensn. 600 Fe3DIEDS PNDOD DwpEnd
50 ety ®ODBD & DBEren SBHe® BB
@D HOIDOm OO EeH) GRS 63w BEwo
B0 6RO o8 b B8 OmeaBn HoOBn
D6EE. 80O 6D6EEENE HBBOGBS BB HDe, Desed
6cO® MNHEGEE DMBOD OVOMWHBE WO sty ®BS BHOD
€50 65665 BRNGH] HBecH 5t 6DEEEENE 6O HOD
g OGSO g0 ®eS § 0 @ ©Deses @
BRNODE.

0566 6OGE 2O, DV e0VEMIEWEIO BENS VKT
DOBE g8 T SRS O &gy, &6’ HEeem O
DBBOTOE BBRe ©uBedewm, agoes md 00300
RO go)g ©OE gesdEn) OB t® BOOE BowoOHG
o) Sdenewm @S ceNn@® ®om) 6®n BeemOL.
6®® DNDOD O 2020 ) ® OE® DD 566
RICIANAGIRR

F 59, e9306@30 eHm) 6dmds DVAMDGED erdesss
DOEBO g8 6@IF0 0 IIIEG 9WEG oD, &6 e
6®e306®330 e5538ede®d Dedetl, Bem®en® ® 6mt306@3GO
DE glo® @BOG DI t50@ESE &8 DB WYL 6e5IBwD
OBS 6enemI BOO ®rm g8 FOIBDEG 6(NE G Ed
6e306@330 enNdemIBmns ) SBOD &goser HBeEH
DISE 6O WeEE. GINBORT, WOCHo®, W®, 50T
@0 ®OBVS gr® BHBE 6cHG ORE) g0 S
DOTS SENEB Ots Baesis @R ®eS® e a8 gees B®
060300 GeSs HESD) cHeME). DO &, BB BBdesrcmn
DOH ERBER & @oed DD, NORE) GO BH@REG OB
SFBOD®DD) &S RO, GesOD 6®) aB® OVEMOD DE

www.nestle.lk | Enhancing quality of life and contributing to a healthier future

&fo® 3D D, SLS wso&wen HBwd exwem &0n ®®
2SS, DCBH® OB 6396 DO &S DOD &8 o)
6 ©XBeDemn BOOD OB 6(HE WeEE. DO &,
BBeEI® VD GG B0 g8 BOSDOHS DB
‘ees3e@nc OGS @EDED’ (X eNAG BBRED ¢ BBeDeH
2668, DedS® B0 [JIBE OO 5w el o
OO BB eH) EHOE BHe® BBeE] EENWHO
G Oy BePes, 6ol 9m® SHBG eNRE E®IRSEE
D FCB e5®@® &e5 652 e8RSDMOG BSOS DeSE).

g6 GERGEDOG  ©® & o) ©@esnsd &g e
BB HEDDOGE DVHE BOO #OQF DOGSDE, s
‘er emt3el, ®erw & oD BRedn® Ens DESE).
BO®OD 6ERE &6’ 6t3wEs, 6DeEE MB &’ TS
®O®) 566 NDEIB®BE, $eHDS 5w sdedn DG
D g BOOD cesd D® PNdE 9% 655Hd
eeY. 2019 D&t DO 650 5rSHidmO ® FerEd &g DS
IBENOG BBRED 60 ©0®HHE 6@l 9EVSE 68.

e)demIBES

©es3BENG 5% 6e39RBG, EMOB &6 O5eN06E HOG BG.
&8 2019 Db Dye 638D DB 6e6MIES 5O6MIsD
DN BBw® 915 & VeIBHDBSO @) & god
sa®n D6 e E T B8, @8 5B tomasd 6B
B8ORS 23%, 13% ©® 7% B &f) 6.

BORDE@ N0 6D 5K OV FBINODBDE Dic®S DO
BRecd g8 EnO® &HMd crndd DESE). &5 BEHEN
&5 Nestlé Healthy Kids €3¢ Kids Athletics ©c8esOees 0@ 2563
DeseBE e6zdss 220,000:0 B8 Bdesnd ©es388ns, 6e39DBEG
& OO FOnom®da Ocorsm® SBgRed s
QOO 5. De®H® aesee Choose Wellness, Choose Nestlé



BedesD®ss G 70,0000 epeseen BOesmd 6nBe 6e59s
DSOS €59 BeIBEN CL36EHD @R E5.

&5eHds

2019 & &8 &o. DBw® 525 DT H)® BY 5w 6eN3c B
O8BS ¢, 9] ¥ ©odHBG Bifed®ns ®»O®) ¢, @&
emd eHDD eWeEImn @) &B8). eese® Nestlé Needs YOUth
BeResO®® ®O®) FBD®S OUESE) B3N WEED) BRI
28, 6mAE Oesd gt DO & @oBwnS 2,600 O Ol
B85t 6630 BHSn eH) 88 Ben® weas).

%306

gOd® &HO® (Reduce), D ®oNOm SO (Reuse) 39
550Osn BB® (Recycle) eem) O ES6E EHENDESS
88 60mds eeE. s5a®n D0 10 G ®OIEO O
Be®IDHG, DEHHS sdemiesmnn 5w &S@ DG BEeORS
12%, 29% e 15% S5 of) BOOO 566 DO@IBDEI@ID
BmE B8 6L O HeR. dve 2025 O O &56E
&0t @08m, 100%0 BEDBDOSNG DG B 60 D
D WG O Eegdc® DD &) BHe® 9@BmB DM
&8 2019 8806 &5 FRHD WOED DeEE. 665ty DHOIBD
eVBODOTDBEE & e BO®, & @omed seg UHT 8B
&eade® 5D DOLN BHe® osweym® e BOHOO &8
O #DoNE® c® FrenE). DEIDS B® DO eBFDR@
&35 WSO DO & &es epd®® WO Sel.

c®® o DD NG MDD RESIAD GtS OB &O@
E® DOOBBO s cOB EoENDE FRSID BE®S®O
) g®E OO @O, 00 WOENS. Rt Bzl
cOBS & @omed O ® eNd ) B DV® 3RS,
LMD 6085 & @ot68 DN ® 6mYODEE ed &) DD

DEPNDO GABTBDTRES CRIBERIBNE

BOI®O, S5MDSS 5w 5BRI® CeEeRE 6eA B HBD
B&esrcH e cmne® genncombs et D3l Qo) &
& oed e 656g @®B 30 EIBLNED 9ng ® 6:56¢
N0 ) 2% BB P8 O®eHS 5BRIIGO 05 TE.

56w SOINO ©® 6EOHDBS 6wedS DR O GREIE)
EDBEIMEG €56 BB 6B 566 6O HBOrdS
D» RO OB BSSOsm 608. ges6® EXMB® DO
onSm 80O eH Bog 6tnBNeE 5w %0
®YBDODSEE cHBCD, DO weDm DD 658 DD
B8ecd ¢ 00 SnBdsD 6d.

2019 D3t B ¢5eN®ES 658 FE@®, 2020 Besd e5&®)
BSOS 5eHOD 5we) S DD @@ BDeseescs3.

O DS
DEOMINO GBS

69e36Q o BOSHB

9 £452020

Nestlé Lanka PLC | Annual Report 2019



(LpETemDSHSHIAI LieliLTenfles (O6rmiie]

SLIBefw ukIGSTITECT,
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GamLjgurer (erOwmflenal HISHTCMTT HHUleL IBHHIF
CFeLeuZ 60 BTHRIBET CBHTLIHSH (PFENILTLBHB OSHTLTLITL 060
(WPTODIBSHBHHIL 6T, Fpiau] WwHHUND  CFLEOHBLPEnL I
LoBEID SLCITHAUIDTET UTDHMSB(LPEDMENUL 261 8G a1 d(EHLD
UMBUIED  QUTHBHBBTOSHH6  (LPUIBFBm6N  UsVILILIBSHSHID
aUmaBUIe0 2 eusle s LIFLeoTe o SLLBHSTL L &
B3HIH6N0 @eaimrer FCB o L emmer eusvieumen  LienemrliLilest
SIWIFVGHMBULD FBLILITS  LILIHTLIGH S SHUeTBenmLD.

Beomms  FUWPSTWUSHBEG 6MIG6T  LJaislomer  wBmib
ausvieuTer Lmiseilieny Goaid eueliiBsHs, ‘seig GherdGev,
eievigl @evmiena’  (My Nestlé, My SriLanka) 616313 (LoasTQledTBLIGDLI
BIHIG6T IDLISCHTD. HlBLTHEHSHGHID G BLOLRIBEHHESLD,
FUPSEIBEHGID, YUSGWL @b  OIBBIHMS  gBUGSHS
@(h  Hpeuerd e FHUNL 6Tl LIGwTWTeNT&e6T,
QU & SHSBBMLOMBIGENT LOBMILD QawedLITB&H6I GTeUGUTM]
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OBTWIL HTH  LOTBBIOISBEHTE  6THRIH6T Bevdbend CBHTeHd)
BIRIG6T  COFHTLIHEH  Uenisenen  (LPeTblent(®HHIeTGeTLd.
BeomImBUIET  (PSHET(LPSH6TE ST  GeuliLiplensouisd

(OEHEE Y MeUGHF UeRTLBSHSUILGBLD (UHT) LIT60
SILemLLIGUL I 16T &SpBdl ausdHlovw  OHTHBSHIENBUTED
FOUBSLILL L 6JEmeuTLL STLILN60T(THL 63T [Oaotaun iz

SIDLIIIUSBETET DISHBHOUTIHMS HTRIG6T @ (HETETHIL 65T,
o2 flu SIFBTT FOLBEDHLEGT BeWemibdH LITL FTEN60H61T60
s106 (PSBTEMLOGHHI6 B HDFH S S L BISHEmeTULD
oLl SglenGenmid.

Frgsonel GUBICUDBIGMmeT (WaTmaldb@GHd DIBHCaumet, @b
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GPUIL SHEHMmE.
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Nurturing coconut farmers

We are one of the world's largest exporters of
coconut milk powder, sourcing nearly 90 million
coconuts from over 6,000 coconut farmers
every year.

Through our Nestlé Coconut Plan, we are
helping coconut farmers and outgrowers
grow coconut to address irregular supply in
the country. In collaboration with Sri Lanka'’s
Coconut Cultivation Board, we have donated
19,000 hybrid coconut plantlets to 3,000
farmers and built model farms for them to
benchmark best practices.

Nestlé Lanka PLC | Annual Report 2019



Board of Directors

Suresh Narayanan
is the Head of Nestlé in South Asia,
which includes Sri Lanka, India,

Bangladesh, Nepal and Maldives. He
was appointed as a Non- Executive
Director and Chairman to the Board of
Nestlé Lanka PLC on 16 October 2015.

Suresh joined Nestlé in 1999 as
Executive Vice President-Sales in
India. He moved to Nestlé Indochina
(which includes Thailand, Cambodia,
Myanmar, Laos and Vietnam) in
2003 as Executive Director for Sales,
Marketing and Food-Services for the
region. Two years later, he returned
to Nestlé India as Head of Sales. In
2008, he was appointed Managing
Director of Nestlé, Singapore. He was
awarded the Medal of Commendation
by the Government of Singapore, for
sustaining growth amidst economic
downturn in the country. In 2010 he
was appointed Head of NEAR (North
East Africa Region) for Nestlé.

His last post before moving to his
currentrole in South Asiawas Chairman
and CEO of Nestlé Philippines. He
holds a master's degree in Economics
from the Delhi School of Economics
and a Diploma from the IMD
Executive Development programme in
Switzerland. He has also participated
in Nestlé's Leadership Programme at
the London Business School. Suresh
has over 30 years of experience in the
FMCG industry. In addition to Nestlé,
his vast career includes a number
of senior management positions in
Unilever and Colgate Palmolive.

Fabrice Cavallin

is the Managing Director of Nestlé
Lanka PLC, effective 1 January 2019,
and is responsible for the management
of Nestlé's operations both in Sri Lanka
and Maldives. Fabrice started his
career with Nestlé in Switzerland in
1995 as an International Auditor.
His international career with Nestlé
includes several successful General
Management roles for Nestlé's bottled
water and nutrition businesses across
the USA, Argentina, Mexico, Germany,
Spainand India.

Prior to joining Nestlé Lanka, Fabrice
was the Regional Business Head for
Nestlé's Infant Nutrition business in
South Asia. He was able to deliver
outstanding results for the nutrition
business in the region, achieving
strong growth in a highly competitive
environment.

Over his 25 years in the company,
Fabrice has earned a reputation for
energy, pragmatism, and determination
to win; setting new standards and
creating opportunities to succeed in
difficult market environments across
varying geographies. He holds a
master's degree in Economics from the
renowned University of St. Gallen in
Switzerland.

www.nestle.lk | Enhancing quality of life and contributing to a healthier future

Gurcharan Grover

is the Director - Finance & Control of
Nestlé Lanka PLC, effective 1 January
2018. He is a gold medallist Chartered
Accountantand also a Cost Accountant,
with arich and varied experience in the
field of Auditing, Costing, Accounting
& Reporting, Controlling, and Business
Partnering across India, Africa (Ghana)
and Switzerland.

Gurcharan's career at Nestlé spans
over 20 years. He joined Nestlé India
in 1996 and was involved in a number
of assignments in Finance & Control
before moving to Ghana as Factory
Controller in 2006. In early 2009, he
moved to Nestlé's headquarters in
Switzerland in the position of Market
Reporting Controller for the Nestlé
group. Gurcharan later on went on to
becoming a Reporting Specialist. He
returned to Nestlé India in 2012 as
Head of Accounting and Reporting for
the South Asia Region. He took over
as Sales Controller for Nestlé India in
2014 before joining Nestlé Lanka in
2018.

At Nestlé Lanka, Gurcharan provides
overall leadership to the Finance
& Control, Corporate Legal, and
Information Services and Information
Technology functions, and supports
cross-functional teams to deliver
business results for the company.

Shobinder Duggal

was a Non-Executive Director of
Nestlé Lanka PLC since 1 January
2014. He was also Director - Finance
& Control and Chief Financial Officer
of Nestlé India Limited, responsible
for the financial management of
Nestlé's business operations in South
Asia, as well as Chairman of the Risk
Management Committee and member
of the Stakeholders Relationship
Committee of Nestlé India Limited.

He held positions of increasingly
broader importance in Finance &
Control across geographies and
functional streams. After diverse
experience and exposure, Shobinder
handled various responsibilities for
Nestlé India, including Vice President
- Corporate Control, Head of Internal
Audit, in addition to undertaking
important assignments at the Nestlé
Group Headquarters in Switzerland.

He is an Economics (Hons.) Graduate
from St. Stephens College, Delhi
University, as well as a Chartered
Accountant, and has received
his executive education from the
prestigious IMD Business School in
Switzerland. Shobinder Duggal took a
well-deserved retirement effective 29
February 2020 after a successful career
spanning over 33 years with the Nestlé

group.



Board of Directors

David McDaniel

isappointed as Non-Executive Director
of Nestlé Lanka PLC effective 1 March
2020. He succeeds Shobinder Duggal
who has taken up retirement after a
career span of 33 years with the Nestlé
Group.

David is a Chartered Management
Accountant. He has over 23 years
of rich and exhaustive experience in
the Finance & Control division and
held senior management positions in
various countries during his career with
the Nestlé Group.

David was the Chief Financial Officer
of Nestlé UK & Ireland and has been
holding the position since April 2016.
Prior to this he has had relevant
exposure in Asia, having worked as
Division Director - Finance & Control
of Nestlé Korea, and Head of Finance
& Control in Nestlé Indochina. He has
also worked in Nestlé China in varied
capacities within the Finance & Control
function and at Nestlé Headquarters -
Switzerland, as the Head of Financial
Services with the Nestlé Global
Business Services Organisation.

David has been appointed as Director,
Finance & Control and Chief Financial
Officer of Nestlé India Limited from 01
March 2020.

Mahen Dayananda

is an Independent Non- Executive
Director since 2007, and Chairman of
the Remuneration Committee.

An expert on economic issues, Mahen
is a former Chairman of the Sri Lanka
Business Development Centre, Ceylon
Chamber of Commerce, Monetary
Policy Consultative Committee of the
Central Bank of Sri Lanka, and Colombo
Tea Traders' Association. He also chairs
several organisations such as Total Tea
Concepts (Pvt) Ltd and Indo Asia Teas
(Pvt) Ltd. Mahen is currently a Non-
Executive Director of Pegasus Hotels
of Ceylon PLC and Bukit Darah PLC,
and was the Resident Representative
in Sri Lanka of Gover Horowitz & Blunt
Ltd (UK). He was also the Honorary
Consul for the Republic of Benin in
Sri Lanka. Mahen is also the President
of Sri Lanka - Japan Business Council.

Ranjan Seevaratnam

is an Independent Non- Executive
Director since 2007, and the Chairman
of the Audit Committee and Related
Party Transactions Review Committee.

He is well versed and proficient in
fiscal matters and has enjoyed a long,
distinguished tenure as a former
Partner of KPMG. He is a fellow
member of the Institute of Chartered
Accountants of Sri Lanka and the
Institute of Chartered Accountants in
England and Wales. He currently serves
as Non-Executive Director on the
Boards of prominent local companies
across a range of industries; including
agriculture, tea, consumer goods,
construction,  engineering, rubber,
transportation and active carbon.

Dian Gomes

is an Independent Non-Executive
Director with effect from 17 March
2017. He commenced his career at
KPMG in 1977 and was the General
Manager of the May Corporation in
Sri Lanka prior to embarking on his
over 25-year career in the apparel
industry.

He is a Fellow Member of the
Chartered Institute of Management
Accountants (UK), the Association of
Chartered Certified Accountants (UK)
and Certified Practicing Accountants
(Australia). He received his Executive
Education at Wharton, Ashridge and
Harvard Business Schools and was the
President of the Chartered Institute
of Management Accountants (UK),
Sri Lanka Division in 2001/2002. He
is also the Honorary Consul of Georgia
in Sri Lanka.

Dian currently serves as the Chairman
and Director of Urban Built (Pvt) Ltd,
Gandhara Crafts and Artifacts (Pvt)
Ltd, Villa Republic (Pvt) Ltd, Westgate
Apparel (Pvt) Ltd, and Westgate
International (Pvt) Ltd. He is the former
Chairman of Hela Clothing (Pvt) Ltd.,
former Managing Director/CEQ of MAS
Intimates (Pvt) Ltd, and Group Director
of MAS Holdings Ltd.

His versatile interests saw him take
over as President of the Boxing
Association of Sri Lanka from 2004
- 2009 and 2017 - 2020. He is also
part of the Women’s Commission in
the International Boxing Association
(AIBA).

Dian was also conferred the National
title of “Sri Lanka Sikhamani” by the
President of Sri Lanka in August 2019.
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Our Management Committee

Fabrice Cavallin
Managing Director

Gurcharan Grover
Finance & Control, Legal

Thomas Mueller
Technical

Jagath Wedage

Sales

Panchadcharam
Sathiyenthra
Supply Chain

Enoca Sirimanne
Human Resources

Bandula Egodage

Corporate Affairs &
Communications

Radhini DeCosta

Marketing Services
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Our Management Committee

Makshoodh
Meerasaibu
Food, Coffee

Tharinda
Jayasundera
Nestlé Nutrition

Mohamed Ali
Milo

Roshan Perera
Nestlé Professional

Ruwan Welikala
Dairy
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Enhancing our
youth’s employability

“Through our Nestlé Needs YOUth initiative, we
have helped upskill more than 10,000 young
Sri Lankans and make them more employable.
Partnering with private and public universities,
we have implemented soft skill development
programmes to help young people make the
transition to their first jobs.”

Sasanka Jayadasa
- Supply Chain
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Corporate Governance

Nestlé Lanka complies with established best practices of Corporate Governance. The Board
has adopted the Nestlé Corporate Business Principles, which guide the conduct of Nestlé
employees in their dealings with customers, suppliers and other stakeholders. It is one of
the key objectives of the Company to maintain high standards of integrity in its business.

Members of the Board

The Board of Directors of Nestlé Lanka PLC comprises seven Directors of whom
two are Executive Directors, three are Independent Non-Executive Directors
and two are Non- Executive Directors, including the Chairman of the Board.
The Managing Director of the Company also acts as the Chief Executive Officer,
and the Board has entrusted the Managing Director to manage all the affairs of
the Company.

The Board of Directors act on a fully informed basis, in good faith, with due
diligence and care and in the best interest of the Company. They are well
aware of the Company'’s activities and give direction for long-term strategy;
seeking and contributing views and opinions on strategic options proposed
by the senior management of the Company. The Directors also ensure that the
Company is fully compliant with the provisions of the Companies Act No. 7 of
2007 and the Listing Rules of the Colombo Stock Exchange (CSE).

The Directors' interest / involvement in the affairs of the Company are explained
on pages 44 to 46 and the Corporate Governance Compliance Table is shown
on pages 36 to 37.

Board Independence

All Directors make a formal declaration of all their interests on an annual
basis. Based on the declarations made annually by each of the Non-Executive
Directors, in accordance with the requirements set out in the Listing Rules of
the CSE, three out of five Non- Executive Directors, namely Mahen Dayananda,
Ranjan Seevaratnam and Dian Gomes are considered independent.
Notwithstanding that Mahen Dayananda and Ranjan Seevaratnam have
completed more than nine consecutive years as Directors of the Board, the
Board considers Mahen Dayananda and Ranjan Seevaratnam as 'Independent'
having considered their unbiased approach to the matters of the Board. Further
it was noted that they are independent of day to day management and free from
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any business or other relationships which could materially interfere with the
exercise of independent judgement, other than those that are disclosed in this
report.

The Board considers the other two out of the five Non-Executive Directors, as
Non-Independent.

Company Secretary

The Company Secretary is qualified to act as per the provisions of the
Companies Act No. 7 of 2007, and also functions as the Legal Advisor to the
Company.

Management Committee

The Management Committee is led by the Managing Director, to which the
Board has entrusted certain responsibilities, including the day to day running
of the business. Every member of the Management Committee is responsible
for operations and the delivery of objectives pertaining to his / her particular
division.

Compliance Committee

As part of robust governance protocols and procedures in the market,
the Company has established a Compliance Committee. The purpose of
the Compliance Committee is to assist the management in fulfilling its
responsibilities to oversee the Company's compliance with respect to legal
and regulatory requirements and Nestlé’s internal standards. The Compliance
Committee is comprised of divisional heads such as Finance & Control,
Human Resources, Corporate Affairs and Communications, and Technical,
and is chaired by the Managing Director. The Company Secretary acts as the
Secretary of the Committee.



The main objectives of the Compliance Committee are as follows;
® To sustain a ‘compliance’ culture that enables good business decisions.

® To ensure that the Company is compliant with local legislations, Nestlé
Corporate Business Principles, Nestlé Code of Business Conduct, Nestlé
Insider Trading Policy and other policies as issued by the Nestlé Group from
time to time.

® Toensure independence of processes in addressing any compliance related
matter.

® To devise a proper system to ensure compliance with the provisions of all
applicable laws and internal controls, and that such systems are operating
effectively.

® To perform any other duties as directed by the Board, Audit Committee or
Management Committee.

The Committee meets quarterly and the Chairperson of the Committee
periodically reports to the Board if necessary on the status of compliance.

Auditors

At the thirty eighth Annual General Meeting of Nestlé Lanka PLC, held on 10
June 2019, the Shareholders reappointed KPMG as the Company's Auditors
and authorised the Directors to fix their remuneration. The independent
Auditors conducted the annual audit for the year ended 31 December 2019
in order to form an opinion on the financial statements. Their report on the
financial statements is given on pages 54 to 56.

Audit, Remuneration and Related Party
Transactions Review Committee

The Audit Committee Reporton pages 38 and 39, the Remuneration Committee
Report on page 40 and Related Party Transactions Review Committee Report
on pages 471 and 42 detail the functions and responsibilities of the respective
Board Sub-Committees.

Internal Controls

In addition to the statutory requirements for an external audit, Nestlé Lanka
PLC complies with best practices as laid down by the Nestlé Group. To ensure
such conformity, the Company conducts regular reviews and is also monitored
by multi-tiered audits conducted by the Group's international and regional
Auditors from time to time, as deemed appropriate.

Corporate Governance

Internal audits are carried out regularly by the Company’s Internal Auditors, who
report directly to the Director - Finance & Control whilst also being accountable
to the Managing Director and the Audit Committee of the Company.

Risk Management

Nestlé has always recognised its obligation towards the occupational health
and safety of its employees, as well as of community members directly or
indirectly involved in the Company’s operations. Equally important is the
Company'’s obligation to protect Shareholders’ interests, by managing risks
to minimise potential financial losses. In order to manage these risks, the
Company has implemented the following procedures:

® Strict compliance with local laws.

® (lear accountability and active management leadership.

Behavioural-based safety management.

Credible market and site safety organisation.

Appropriate, systematic hazard assessments.

Technical standards for design, construction, operation and maintenance.

Emergency and contingency planning to minimise the impact of incidents.

® Security management to protect products and assets.

Employee Relations

One of our greatest assets is our employees. It is critical to our success to
attract, retain, develop and motivate the best people with the right capabilities
at all levels of our operations. We review our employee policies regularly
and are committed to investing in training and development. We also carry
out succession planning to ensure that the future needs of the business are
considered and provided for. There are clear processes for understanding and
responding to employees’ needs through Human Resource initiatives, staff
surveys and regular communication of business developments.

Shareholders

Nestlé Lanka PLC aims to ensure that Shareholders have access to relevant,
up-to-date and consistent financial and non-financial information pertaining
to the Company. The Annual Report and quarterly financial statements provide
Shareholders as well as prospective investors the required information to
assess the Company's performance.

Nestlé Lanka PLC | Annual Report 2019



Corporate Governance Reporting

Disclosure Regarding the Board of Directors Under the Listing Rules Issued by the Colombo Stock Exchange

. . . Compliance .
Section Subject Applicable Rule Status Details
7.10.1(a) to (c) Non-Executive Two or at least one third of the total number of Compliant Five out of seven Directors
Directors Directors should be Non-Executive Directors are Non-Executive Directors
7.10.2(a) Independent Directors | Two or one third of Non-Executive Directors Compliant Three of the five Non-
(whichever is higher) should be independent Executive Directors are
independent
7.10.2(b) Independent Directors | Each Non-Executive Director should submita Compliant The three Non-Executive
declaration of independence / non-independence Independent Directors,
in the prescribed format and two Non-Executive
Directors have submitted to
the Company a declaration
in the prescribed format
7.10.3(a) Disclosures relatingto | Determination of Independent Directors and their | Compliant Please refer page 34 of the
Directors names should be disclosed in the Annual Report Annual Report
7.10.3(b) Directors do not The qualification not met under Rule 7.10.4 of the | Compliant Please refer page 34 of the
qualify asindependent | CSE Listing Rules and the basis for determining the Annual Report
but are specified by the | Director to be independent
Board as independent
7.10.3(c) Brief résumé of each A brief résumé of each Director should be included | Compliant Please refer pages 28 and

Director in the Annual
Report

in the Annual Report, including the area of
expertise

29 of the Annual Report

Disclosure Regarding the Remuneration Committee Under the Listing Rules Issued by the Colombo Stock Exchange

. . . Compliance .
Section Subject Applicable Rule Status Details
7.10.5(a) Composition of Shall comprise of Non-Executive Directors, a Compliant
the Remuneration majority of whom shall be independent Please refer page 40 of the
Committee Annual Report
The Chairman of the Committee shall be a Non- Compliant
Executive Director
7.10.5(a) Remuneration Alisted company may be permitted to have the Not applicable The parent company is not
Committee same Remuneration Committee if the parent listed in Sri Lanka. As such
company is also listed a separate Remuneration
Committee has been formed
7.10.5(b) Disclosure of the The Remuneration Committee shall recommend Compliant Please refer page 40 of the
Functions of the the remuneration payable to the Board and Annual Report
Remuneration Executive Officers
Committee
7.10.5(c) Disclosure in the Names of the Directors in the Remuneration Compliant
Annual Report Committee Please refer page 40 of the
Annual Report
A Statement of the Remuneration Policy Compliant
The aggregate remuneration paid to Executiveand | Compliant Please refer page 40 of the

Non-Executive Directors

Annual Report
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Corporate Governance Reporting

Disclosures Regarding the Audit Committee Under the Listing Rules Issued by the Colombo Stock Exchange

. . . Compliance .
Section Subject Applicable Rule Status Details
7.10.6(a) Composition of the Shall comprise Non-Executive Directors, a majority | Compliant
Audit Committee of whom shall be independent
The Chairman of the Committee shall be a Non- Compliant Please refer page 38 of the
S Annual Report

Executive Director
The Chairman or a member should be a member of | Compliant

a professional accounting body

7.10.6(a) and (c) Audit Committee A listed company may be permitted to have the Not applicable The parent company is not
same Audit Committee if the parent company is listed in Sri Lanka. As such,
also listed a separate Audit Committee
has been formed
7.10.6(b) Functions of the Audit | Should be detailed as per section 7.10.6(b) of the | Compliant Please refer page 38 of the
Committee Listing Rules Annual Report
7.10.6(c) Disclosure in the Names of the Directors in the Audit Committee Compliant
Annual Report
The basis of determination of the Auditor’s
independence Compliant Please refer pages 38 and
39 of the Annual Report
Areport of the Audit Committee as per section
7.10.6(c) of the Listing Rules Compliant

Disclosures Regarding the Related Party Transactions Review Committee Under the Listing Rules Issued by the Colombo Stock Exchange

Section Subject Applicable Rule g:a’;‘l:’s"a““ Details
9 Related Party The Company shall have a Related Party Compliant Related Party Transactions
Transactions Review Transactions Review Committee Review Committee duly
Committee appointed as per CSE Listing
Rules
9.2.2 Composition of Shall comprise a combination of Non-Executive Compliant
the Related Party Directors, Independent Non-Executive Directors
Transaction Review and Executive Directors Please refer page 41 of the
Committee Annual Report
The Chairman of the Committee should be an
Independent Non-Executive Director Compliant
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Report of the Audit Committee

The Committee, appointed by the Board of Directors, comprises four members; namely Ranjan Seevaratnam,
Mahen Dayananda and Dian Gomes, who are Independent Non-Executive Directors, and Shobinder Duggal,
who is a Non-Executive Director. The Committee is chaired by Ranjan Seevaratnam, who is a fellow member
of the Institute of Chartered Accountants of Sri Lanka and the Institute of Chartered Accountants in England
and Wales, and a former Partner of KPMG.

In discharging its responsibilities, the Audit Committee has unrestricted access to the Company's
management, books and records. The Committee supports the Board of Directors in its supervision of
financial controls through a direct link to KPMG (External Auditors), Nestlé Lanka Internal Auditors and the
Nestlé Group Auditors. The Nestlé Group Auditors are a world-class audit department. They provide value-
added assistance to top management in Nestlé's international headquarters and across the markets.

The Company’s Internal Audit team regularly updates the Committee on the progress of internal audits
carried out during the relevant period.

The Audit Committee’s main duties include the following:

® Assisting the Board of Directors in reviewing the financial statements, to ensure that the financial
reporting process is in compliance with the required standards.

® Reporting to the Board on the quality and acceptability of accounting policies and practices.

® Reviewing the Company’s internal controls, risk management process, and process for monitoring
compliance with laws and regulations.

® Assessing the independence and performance of the Company's external Auditors.

® Making recommendations to the Board pertaining to the appointment, reappointment and removal of
external Auditors.

® Approving the remuneration and terms of engagement of the external Auditors.
Pages 28 and 29 of this Annual Report display the profiles of the members of the Audit Committee. The
members have the requisite financial knowledge and business acumen to carry out their roles effectively, and

discuss matters that come within their purview independently and professionally.

The Committee met four times during the year under review, as recorded in the table.

Date of the meeting Attendance by invitation
Attendance Yes (v/)/No (x)
Yes(v)/No(x)
Ranjan Seevaratnam Mahen Dayananda Dian Gomes Shobinder Duggal Managing Director Directocro—nlirigiance &
21.02.2019 v v v v v v
08.05.2019 v v v v v v
08.08.2019 v v v v v v
07.11.2019 v v x v v v
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Report of the Audit Committee

The Managing Director and Director - Finance & Control of the Company attended the meetings by invitation
and the Company Secretary acted as the Secretary to the Committee. Internal and external Auditors were
invited to be present where appropriate, at the deliberation of the Committee.

Having evaluated the prevailing processes and systems, the Audit Committee is satisfied that the internal
controls of the Company provide reasonable assurance regarding the financial reporting, and that the
requirements under the Listing Rules of the Colombo Stock Exchange have been met.

The external Auditors' letter of engagement, including the scope of the audit, was reviewed and discussed
by the Committee with the external Auditors and Management, prior to the commencement of the audit.
The external Auditors advised the Committee on an on-going basis regarding matters of significance that
were pending resolution. The Committee is satisfied that the independence of the external Auditors have
not been impaired by any event or service that gives rise to a conflict of interest. Due consideration has been
given to the nature of the services provided by the Auditors and the level of audit and non-audit fees received
by the Auditors from the Company. The Committee also reviewed the arrangements made by the Auditors
to maintain their independence, and confirmation has been given by the Auditors of their compliance
with the 'independence’ guidance given in the Code of Ethics of the Institute of Chartered Accountants of
Sri Lanka. The Audit Committee has assessed, evaluated and reviewed the effectiveness of the independent
performance of the external Auditors, KPMG.

KPMG has informed the Company that they will not be available for reappointment as Auditors at the
forthcoming Annual General Meeting of Nestlé Lanka PLC, following which the Audit Committee made
recommendations to the Board that Ernst & Young be proposed as External Auditors.

The Committee is satisfied that the independence of Ernst & Young have not been impaired by any event or
service that gives rise to a conflict of interest. Due consideration has been given to the nature of the services
provided by Ermnst & Young. The Committee also reviewed the arrangements made by Ernst & Young to
maintain their independence, and confirmation has been given by Ernst & Young of their compliance with
the 'independence’ guidance given in the Code of Ethics of the Institute of Chartered Accountants of Sri
Lanka. Accordingly, the Committee recommended to the Board that Ernst & Young be appointed as External
Auditors of the Company at the forthcoming Annual Genera Meeting, for statutory audit for the year ending
31 December 2020 onwards, subject to the approval of the Shareholders.

Subsequent to the approval of the Board, a resolution will be proposed to the Shareholders at the forthcoming
Annual General Meeting to appoint Ernst & Young as external Auditors of the Company.

Shobinder Duggal resigned from the Audit Committee with effect from 29 February 2020 subsequent to his
resignation from the Board of Nestlé Lanka PLC, and David McDaniel was appointed as member to the Audit
Committee with effect from 01 March 2020.

The Committee extends its appreciation and thanks to Shobinder Duggal for his contribution and strong
business support and wishes him a happy retirement.

A fon e

Ranjan Seevaratnam
Chairman, Audit Committee

NESTLE LANKA PLC

28 February 2020
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Report of the Remuneration Committee

The Remuneration Committee was appointed by the Board of Directors with the aim of recommending
the remuneration payable to the Executive Directors and Chief Executive Officer of the Company.
The Committee comprises of three Non-Executive Directors; namely Mahen Dayananda and Ranjan
Seevaratnam, who are Independent Non-Executive Directors, and Suresh Narayanan, who is a
Non-Executive Director. Mahen Dayananda is the Chairman of the Committee.

The Committee was established and assigned with the task of evaluating and assessing the remuneration
payable to the Executive Directors and Chief Executive Officer of the Company. The Remuneration Policy
of the Company is to be consistent and aligned with market reality to attract and retain qualified and
competent personnel. The Committee evaluated the Executive Directors’ remuneration and recommended
the remuneration payable.

The Committee is assisted by the Director - Finance & Control and Vice President - Human Resources in
providing relevant information. The remuneration packages are linked to individual performances, and
are aligned with the Company's remuneration policy. The Committee makes every attempt to maintain the
policy whilst attracting and retaining talent.

The members of the Committee meet as and when necessary. During the year under review, the Committee
met on 07 November 2019 with all members being present. The Managing Director of the Company,
together with the Director - Finance & Control and Vice President - Human Resources, attended the said

meeting by invitation. The Company Secretary attended this meeting in the capacity of Secretary to the
Committee.

Wayararda

Mahen Dayananda
Chairman, Remuneration Committee

NESTLE LANKA PLC

28 February 2020
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Report of the Related Party Transactions Review Committee

The Related Party Transactions Review Committee, appointed by the Board of Directors, comprises three
members; namely Ranjan Seevaratnam and Mahen Dayananda, who are Non-Executive Independent
Directors, and Gurcharan Grover, Director - Finance & Control of the Company. The Committee is chaired
by Ranjan Seevaratnam, who is a fellow member of the Institute of Chartered Accountants of Sri Lanka and
the Institute of Chartered Accountants in England and Wales, and a former partner of KPMG. In addition,
the Managing Director and the Head of Financial Accounting & Reporting attend meetings by invitation
and the Company Secretary serves as the Secretary of the Committee.

The objectives of the Committee are to ensure that the interests of Shareholders are taken into account
by the Company when entering into Related Party Transactions, and to comply with the provisions of the
Listing Rules’ terms pertaining to Related Party Transactions, to prevent Directors, Chief Executive Officers
or substantial Shareholders from taking advantage of their positions.

The functions of the Committee, in terms of Section 9 of the Listing Rules of the Colombo Stock Exchange
and the Code on Related Party Transactions, issued by the Securities and Exchange Commission of Sri
Lanka (Code), are as follows:

® Review all proposed Related Party Transactions (except for exempted transactions).

@ Direct the transactions for Board approval / Shareholder approval as appropriate.

® Obtain updates on previously reviewed Related Party Transactions from Senior Management, and
approve any material changes.

® Establish guidelines for Senior Management to follow in its ongoing dealings with Related Parties.
® Review and assess, on an annual basis, the transactions for compliance with Committee guidelines.

The Committee held four meetings during the financial year. Information on the attendance of these
meetings by the members of the Committee is given below:

Date of the meetin Attendance Attendance by invitation
9 Yes(v)/No(x) Yes(v)/No(x)
Ranjan Seevaratnam Mahen Dayananda Gurcharan Grover Managing Director Headof F|n|§ e A ccounting &
eporting
21.02.2019 v v v v v
08.05.2019 v x v v v
08.08.2019 v v v v v
07.11.2019 v v v v v
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Report of the Related Party Transactions Review Committee

Committee recommendations were communicated by the Chairman of the Committee to the Board of
Directors at Board Meetings every quarter.

In every Committee meeting, the Management presented the summary of Related Party Transactions
incurred during the period under review, along with the basis of their pricing together with material
changes in pricing if any.

The Committee confirmed that all the Recurrent and Non-Recurrent Related Party Transactions, incurred
during the year ended 31 December 2019 and estimated transactions for year 2020 along with the
basis of their pricing, were at arm’s length and in compliance with rules and regulations. The Committee
further confirmed that all the Recurrent Related Party Transactions incurred during the year ended 31
December 2019 and estimated transactions for year 2020 were of a revenue or trading nature, which
were necessary for day to day operations of the Company, where terms were not favourable to respective
related parties. Accordingly the Committee recommended to the Board to resolve at the meeting held on
28 February 2020, that all the Recurrent Related Party Transactions incurred during the year ended 31
December 2019 and estimated transactions for year 2020, shall not fall within the ambit of Related Party
Transactions Rules (Section 9 of the listing rules) as per provisions of Section 9.5(a) of the listing rules, and
the Board approved the same at their meeting held on 28 February 2020.

The Committee is always free to seek external professional advice on matters within their purview when
necessary.

Details of Related Party Transactions are disclosed in the Annual Report of the Board of Directors, under
note 25 to the financial statements, in accordance with the provisions of Rule 9.3.2 of the listing rules.

A foin e

Ranjan Seevaratnam
Chairman, Related Party Transactions Review Committee

NESTLE LANKA PLC

28 February 2020
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Annual Report of the Board of Directors on the Affairs of the Company

The Directors of Nestlé Lanka PLC take pleasure in presenting to the Shareholders the Annual
Report together with the audited financial statements for the year ended 31 December 2019

and the Auditors’ Report thereon.

Board of Directors

Suresh Narayanan, Fabrice Cavallin, Gurcharan Grover, Shobinder Duggal
(resigned w.e.f. 29.02.2020), David McDaniel (appointed w.e.f. 01.03.2020),
Mahen Dayananda, Ranjan Seevaratnam and Dian Gomes are the Directors of
the Company.

Shobinder Duggal resigned from the Board as Non-Executive Director with
effect from 29 February 2020 and David McDaniel was appointed as Non-
Executive Director to the Board with effect from 01 March 2020. A Resolution
in terms of Article 64 of the Articles of Association of the Company will be
proposed at the forthcoming Annual General Meeting to re-elect David
McDaniel.

In terms of Article 56, 57 and 58 of the Articles of Association of the Company,
Gurcharan Grover will retire by rotation and being eligible, offer himself for re-
election. Ranjan Seevaratnam and Mahen Dayananda will retire pursuant to
Section 210 of the Companies Act No. 07 of 2007, as they attained the age of
70 years on 24 September 2013 and 19 June 2016 respectively.

Resolutions, in terms of Section 211, to the effect that the age limit of 70 years
referred to in Section 210 of the Companies Act shall not be applicable to
Ranjan Seevaratnam and Mahen Dayananda for re-election, will be proposed
in order to re-elect Ranjan Seevarthnam and Mahen Dayananda.

Review for the Year

The Chairman’s Message and Managing Director’s Review on pages 17 and
21 highlight the Company'’s affairs and the performance of the period under
review.

Results and Dividends

The profit achieved by the Company on a revenue of Rs. 36.4 billion, after
provisioning for all known liabilities and depreciation on Property, Plant and
Equipment, but before taxation, amounts to Rs. 3.8 billion. After deducting a
sum of Rs. 1.2 billion as taxation, the net profit was Rs. 2.6 billion.

The Statement of Profit or Loss and Other Comprehensive Income for the year
is given on page 57.

The Directors of Nestlé Lanka PLC declared an interim dividend of Rs. 30.00
per share which will be paid to the Shareholders of the Company on 20 March
2020, and were pleased to recommend a final dividend of Rs. 17.50 per share,
subject to the approval of the Shareholders at the upcoming Annual General
Meeting of the Company.

Stated Capital

The stated capital of the Company as at 31 December 2019 amounts to Rs.
537,254,630.

Activity

Nestlé prides itself on local manufacturing, using mainly local ingredients at
its state-of-the-art factory in Kurunegala. Its portfolio comprises some of the
country’s best loved brands, from global icons like Maggi to local favourites like
Nestomalt, all which benefit from Nestlé's R&D network, global expertise in
nutrition, and stringent quality control procedures.

The company continued to support the local community in 2019 by paying out
Rs. 2.4 billion to 14,000 local dairy farmers for fresh milk and Rs. 2.6 billion
to the local coconut industry for purchase of fresh coconuts. The company
also educated over 200,000 children on nutrition, health and physical
activity in 2019, through its ongoing Nestlé Healthy Kids programme and
Kids Athletics programme. Nearly 68,000 people were also given free health
checks and nutritional counselling through its Choose Wellness, Choose
Nestlé programmes, and over 1.5 million consumers were reached through its
#KnowWhatYouEat campaign to create awareness on understanding product
labelling better. Identifying the deficiencies of certain nutrients in local diets,
Nestlé delivered close to 1 billion servings of micronutrient enriched food and
beverages in 2019. Nestlé maintained its investment in youth employability
via its Nestlé Needs YOUth programme, helping to make over 2,600 young
people employable in 2019. It also continued to invest in environmentally
friendly initiatives, equipment and technologies to save energy by 29%, water
by 15% and greenhouse gas emissions by 12% over the last 10 years.

Nestlé continued to be recognised over 2019 for its consistent performance
and contribution to the country. It was ranked Sri Lanka’s Most Valuable Food
and Beverage Brand in 2019 by Brand Finance, making it the company’s
seventh consecutive year being ranked amongst Sri Lanka's Top 10 Most
Valuable Brands. Nestlé secured an overall rank of number 8 out of 100
corporate brands listed from varying industries. The company was also ranked
Sri Lanka's Most Respected Food and Beverage Company for the fourth
consecutive year in LMD's Most Respected Entities publication for 2019. It
was once again declared Sector Winner in the Food and Beverages category,
maintaining an overall rank of 16™ place from over 100 companies across all
industries.

Nestlé won Best Exporter in the Coconut Kernel Product category at the 2019
Presidential Export Awards. This marked the eighth Presidential Export Award
for the Company, in recognition of its strong contribution to national exports,
and efforts to create sustainable livelihoods for local coconut farmers and out
growers. The company was also the highest-ranking F&B company in Business
Today's list of Sri Lanka’s top thirty leading corporates for 2018-2019 with
an overall rank of number 10 across all industries in the country. This marked
Nestlé's fifth consecutive year to receive this recognition.
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Annual Report of the Board of Directors on the Affairs of the Company

Directors’ Interest

a) In Contracts

Details of Directors' interest in contracts of the Company as at 31 December  The Directors have disclosed all material interests in contracts (if any) involving
2019 are disclosed below. The Directors do not have direct or indirect interest  the Company and have refrained from participating when decisions were taken.
or proposed contracts other than those disclosed hereunder.

Suresh Narayanan - Transactions with affiliates or related parties.

Disclosed in notes 16, 24 and 25 to the financial statements.

Fabrice Cavallin - Transactions with affiliates or related parties.

Disclosed in notes 16, 24 and 25 to the financial statements.

Shobinder Duggal - Transactions with affiliates or related parties.

Disclosed in notes 16, 24 and 25 to the financial statements.

Gurcharan Grover - Transactions with affiliates or related parties.

Disclosed in notes 16, 24 and 25 to the financial statements.

David McDaniel - Appointed with effect from 1 March 2020.
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Annual Report of the Board of Directors on the Affairs of the Company

Mahen Dayananda No transaction with affiliates.
Directorships and dealings with Companies:
Transaction (procurement)
Company Position during the year 2019 Balance (due to) / from as at
(Rs.'000s) 31.12.2019 (Rs.'000s)

Total Tea Concepts (Private) Ltd Chairman No Nil

Indo Asia Teas (Pvt) Ltd Chairman No Nil

Pegasus Hotels of Ceylon PLC Director No Nil

Bukit Darah PLC Director No Nil

Sri Lanka - Japan Business Council President No Nil

Ranjan Seevaratnam No transaction with affiliates.
Directorships and dealings with other Companies:
Transaction (procurement)
Company Position During the year 2019 Balance (due to) / from as at
(Rs."000s) 31.12.2019 (Rs."000s)
Acme Printing & Packaging Non-Executive Director No Nil
Diesel & Motor Engineering PLC Non-Executive Director 20,310 3,628
Lanka Aluminium Industries PLC Non-Executive Director No Nil
Tokyo Cement Lanka PLC Non-Executive Director No Nil
The Colombo Fort Land & Investments PLC Non-Executive Director No Nil
The Colombo Fort Land & Building Co. PLC Non-Executive Director No Nil
Metecno Lanka (Pvt) Ltd Non-Executive Director No Nil
Distilleries Company of Sri Lanka PLC Non-Executive Director No Nil
Lankem Ceylon PLC Non-Executive Director No Nil
EB Creasy & Company PLC Non-Executive Director 5,167 Nil
Melstar Company PLC Non-Executive Director No Nil
Omega Line (Pvt) Ltd Non-Executive Director No Nil
Benji Ltd Non-Executive Director No Nil
Sirio Ltd. Non-Executive Director No Nil
Alpha Apparels PLC Non-Executive Director No Nil
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Annual Report of the Board of Directors on the Affairs of the Company

Dian Gomes No transaction with affiliates.
Directorships and dealings with other Companies:
Transaction (procurement)
Company Position During the year 2019 Balance (due to) / from as at
(Rs.'000s) 31.12.2019 (Rs.'000s)
Urban Built (Pvt) Ltd Director/Chairman No Nil
Gandhara Crafts & Artifacts (Pvt) Ltd Director/Chairman No Nil
Villa Republic (Pvt) Ltd Director/Chairman No Nil
Westgate International (Pvt) Ltd Director/Chairman No Nil
Westgate Apparel (Pvt) Ltd Director/Chairman No Nil
Colombo Business School Director/Chairman No Nil
b) In Shares of the Company
. Shareholding
Director
01.01.2019 31.12.2019

Executive Fabrice Cavallin Nil Nil

Gurcharan Grover Nil Nil

Suresh Narayanan Nil Nil
Non-Executive Shobinder Duggal Nil Nil

David McDaniel Nil Nil

Mahen Dayananda 1,000 1,000
Independent Non-Executive Ranjan Seevaratnam Nil Nil

Dian Gomes Nil Nil
Board Meetings Attendance
Name of the Director 21.02.2019 08.05.2019 08.08.2019 07.11.2019
Suresh Narayanan - Chairman x x v v
Fabrice Cavallin - Managing Director v v v v
Gurcharan Grover - Director - Finance & Control v v v v
Shobinder Duggal - Director v v v v
Mahen Dayananda - Director v x v v
Ranjan Seevaratnam - Director v v v v
Dian Gomes - Director v v v x
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Annual Report of the Board of Directors on the Affairs of the Company

Corporate Governance

The corporate governance practices, compliance and reporting of the Company are set out in detail on
pages 34 and 35.

Property, Plant and Equipment

Details of property, plant and equipment, additions made during the year and depreciation thereof for the
year are shown in note 12 to the financial statements.

Donations

The Company has not made any significant donations for the year ended 31 December 2019.

Auditors

KPMG, Chartered Accountants, have been the Company’s Auditors in the past. The Auditors’ fees are
disclosed in note 7 to the financial statements. As far as the Directors are aware, KPMG does not have any
relationship / interest (other than that of an Auditor) with the Company other than those disclosed in note 7
to the financial statements. The Auditors also do not have any interest in the Company.

KPMG has informed the Company that they will not be available for reappointment as Auditors at the
forthcoming Annual General Meeting. The Audit Committee has made recommendation to the Board as

detailed in their report that Ernst & Young be appointed as Auditors of the Company which will be subject to
Shareholder approval at the forthcoming Annual General Meeting.

Accounting Policies

The Company prepared its annual financial statements according to Sri Lanka Accounting Standards (LKAS
| SLFRS). All relevant applicable standards have been followed in presenting the financial statements for the
financial year ended 31 December 2019.

Disclosures on Related Party Transactions

Non-Recurrent Related Party Transactions

There were no Non-Recurrent Related Party Transactions for which aggregate value exceeded 10% of the
equity or 5% of the total assets (whichever is lower) of the Company as per the audited financial statements
for the year ended 31 December 2019, which require additional disclosures in the Annual Report under the
Colombo Stock Exchange listing Rule 9.3.2.

Recurrent Related Party Transactions

Recurrent Related Party Transactions are shown in note 25 to the financial statements.

The Management in every meeting of the Related Party Transactions Reviews Committee (RPTRC),

presented the summary of Related Party Transactions incurred during the period under review along with
the basis of their pricing together with material changes if any.
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Annual Report of the Board of Directors on the Affairs of the Company

Based on the recommendations of the RPTRC, the Board of Directors confirmed that all the Recurrent and
Non-Recurrent Related Party Transactions incurred during the year ended 31 December 2019 were at
arm’s length and in compliance with the rules and regulations.

Based on the recommendation of the RPTRC, the Board resolved that all the Recurrent Related Party
Transactions incurred during the year, ended 31 December 2019, were of a revenue or trading nature and
were necessary for day to day operations of the Company, and terms were not favourable to the respective
related parties. Accordingly, the Board had resolved that all the Recurrent Related Party Transactions incurred

during the year ended 31 December 2019 shall not fall within the ambit of Related Party Transactions Rules
(Section 9 of the Listing Rules) as per provisions of Section 9.5(a) of the Listing Rules.

Material Issues

There were no material issues pertaining to employees and industrial relations.

Risk Factors

The Directors of the Company have reviewed the risk management structure of the Company and confirmed
that there are no material risk factors foreseeable.

Conclusion

The Directors of Nestlé Lanka PLC wish to convey their gratitude and appreciation to the Management and
staff of the Company for their dedicated and untiring cooperation during the year under review.

NESTLE LANKA PLC
e
\{ o -
_.,G"""'_'_'_._'_._'_-—-_-_h / o
Fabrice Cavallin Gurcharan Grover Keerthi Pathiraja
Managing Director Director - Finance & Control Company Secretary
28 February 2020
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Directors’ Responsibility for Financial Reporting

The Company’s financial statements, presented in this report for the financial year ended 31 December
2019, conform to the requirements of the Financial Reporting Standards and the Companies Act No. 7 of
2007. The Directors confirmed that the financial statements presented by them give a true and fair view
of the Company’s activities as at that date. The financial information is consistent with that in the financial
statements.

The Board of Directors has initiated an efficient and concise system of internal control. It also includes
internal checks and internal audits, along with financial and other controls required to carry on the business
smoothly, whilst safeguarding its assets in a secure, practical, accurate and reliable manner.

The Company’s Auditors, review and carry out random checks on the internal controls wherever considered
necessary, towards endorsing their opinion on the financial statements.

The Management's responsibilities on financial reporting is overseen by the Board of Directors/Audit
Committee through regular review meetings and approving of financial information contained in the
Annual Report, along with the preparation and presentation of the financial statements.

M/s. KPMG are the Auditors appointed by the Shareholders. They have audited the financial statements
submitted by the Board of Directors and have expressed their opinion which is published under the
Independent Auditor’s Report.

By Order of the Board.

— %=

Keerthi Pathiraja
Company Secretary

NESTLE LANKA PLC

28 February 2020
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MAKING
MY SRI LANKA
MORE SUSTAINABLE

Shaping a waste-free future

“We are committed to making 100% of our
packaging recyclable or reusable by 2025. More
than 85% of all our packaging is recyclable and
in April 2020, we stopped offering any plastic
promotional items with our local products.

Our factory is also a zero waste for disposal
facility, which means that nothing goes to landfill
or is incinerated without energy being recovered
from the process.”

Thomas Mueller
- Manufacturing

www.nestle.lk | Enhancing quality of life and contributing to a healthier future
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Financial Report

Company Highlights
2019 2018
Rs.'000s Rs.000s
Revenue 36,355,084 37,336,943
Profit before Taxation (PBT) 3,769,894 4,941,457
Profit after Taxation (PAT) 2,565,983 3,485,801
Capital Expenditure 561,931 2,608,832
Shareholders Funds 5,509,609 5,635,156
Key Ratios 2019 2018
PBT as a % of Revenue 10.4% 13.2%
PAT as a % of Revenue 71% 9.3%
Effective Tax Rate 31.9% 29.5%
Earnings Per Share (Rs.) 47.76 64.88
Dividend Per Share (Rs.) 47.50 50.00
Dividend Cover 1.01 1.30
Dividend Payout Ratio 99% 77%
Net Assets Per Share (Rs.) 102.55 104.89
Return on Capital Employed 44.1% 55.2%
Current Ratio 0.94 0.89
Market Value Per Share (Rs.) - Highest 1,750.00 1,899.00
- Lowest 1,150.00 1,600.00
- Average 1,464.32 1,726.03
- Last Traded 1,299.80 1,700.00
Number of Personnel 798 854
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Independent Auditors’ Report

KPMG

KPMG

(Chartered Accountants)

32A, Sir Mohamed Macan Markar Mawatha,
P.O. Box 186,

Colombo 00300, Sri Lanka.

TO THE SHAREHOLDERS OF NESTLE

Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying financial statements of
Nestlé Lanka PLC (“the Company”), which comprise the
statement of financial position as at December 31, 2019, and
the statement of profit or loss and other comprehensive income,
statement of changes in equity and statement of cash flows for the
year then ended, and notes comprising a summary of significant
accounting policies and other explanatory information set out
on pages 57 to 91 of the annual report.

Basis for Opinion

We conducted our audit in accordance with Sri Lanka Auditing
Standards (SLAuSs). Our responsibilities under those standards
are further described in the Auditor’s Responsibilities for the
Audit of the Financial Statements section of our report. We are
independent of the Company in accordance with the Code of

Key Audit Matters

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
Company financial of the current period. These matters were

KPMG, a Sri Lankan partnership and a member firm
of the KPMG network of independent member firms
affiliated with KPMG International Cooperative
("KPMG International”), a Swiss entity.

www.nestle.lk | Enhancing quality of life and contributing to a healthier future

Tel 1 +94 - 11542 6426
Fax © +94 - 11244 5872
+94 - 11244 6058

Internet www.kpmg.com/Ik

LANKA PLC

In our opinion, the financial statements give a true and fair
view of the financial position of the Company as at December
31, 2019, and of its financial performance and cash flows for
the year then ended in accordance with Sri Lanka Accounting
Standards.

Ethics issued by CA Sri Lanka (Code of Ethics), and we have
fulfilled our other ethical responsibilities in accordance with
the Code of Ethics. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our
opinion.

addressed in the context of our audit of the Company financial
statements and in forming our opinion thereon, and we do not
provide a separate opinion on these matters.

M.R. Mihular FCA

T.J.S. Rajakarier FCA

Ms. S.M.B. Jayasekara ACA
G.A.U. Karunaratne FCA
R.H. Rajan FCA

A.M.R.P. Alahakoon ACA

Principals - S.R.I. Perera FCMA(UK), LLB, Attorney-at-Law, H.S. Goonewardene ACA
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KPMG

Independent Auditors’ Report

Key Audit Matter

Our Response

Revenue recognition

“Revenue”.

Refer accounting policies in Note 3.1.10 to the financial statements “Revenue” and Note 5 to the financial statements

Revenue from sale of goods is recognised when control
has been transferred to the buyer; and is measured net
of trade discounts and volume rebates (trade spend) for
which judgement is required by management to estimate
accruals.

Further, revenue is also a key performance measure
that the Company focuses on. In addition, the Company
considers revenue as an important element in measuring,
management performance and how management are
incentivised. These factors could create an incentive for
revenue to be recognised prior to control being transferred.

Our audit procedures included;

Considering the appropriateness of the Company’s
revenue recognition policies, including the recognition,
measurement and classification criteria for trade spend.

Testing the operating effectiveness of key controls over the
calculation and monitoring of trade spend and the year-end
accrual of the same.

Due to the high reliance of revenue recognition on
Information Technology (IT), we evaluated the integrity of
the general IT control environment and tested the operating
effectiveness of key IT application controls.

Analysing monthly trends of revenue considering internal
benchmarks, predictive analysis for both sales and returns
to compare the reported results with our expectation.

Assessing the adequacy of the disclosures made in the
Financial Statements.

Provisions and contingent liabilities for tax exposures

Refer accounting policies in Note 3.1.9 to the financial statements “Liabilities and Provisions”, Note 3.1.21 to the financial
statements “Commitments and Contingencies” and Note 30 to the financial statements “Contingent Liabilities”.

Given the inherent uncertainty over the outcome of pending
tax assessments, significant judgement is applied by the
management in assessing the likelihood and quantification
of material exposures.

We focused on this area due to the risk that the eventual
resolution of the taxes assessed by the Authority may be at
amounts materially different from the estimates made by
the management.

Our audit procedures included;

Evaluating management’s judgement of estimates of tax
exposures and contingencies resulting from pending tax
assessments.

Past and current experience with the tax authority
and tax specialists’ expertise were used to assess the
appropriateness of management’s best estimate of the most
likely outcome of each tax assessment.

Assessing the adequacy of the disclosures made in the
Financial Statements.

Other Information

Management is responsible for the other information. The other
information comprises the information included in the annual
report, but does not include the financial statements and our
auditor’s report thereon.

Our opinion on the 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 financial statements, our
responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent
with the 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.

Responsibilities of Management and Those Charged with
Governance for the Financial Statements

Management is responsible for the preparation of financial
statements that give a true and fair view in accordance with
Sri Lanka Accounting Standards, and for such internal control as
management determines is necessary to enable the preparation
of financial statements that are free from material misstatement,
whether due to fraud or error.
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Independent Auditors’ Report

kbMk:

In preparing the financial statements, management is
responsible for assessing the Company’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 management either intends to liquidate the Company or
to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing
the Company’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial
Statements

Our objectives are to obtain reasonable assurance about whether
the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an
auditor’s 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 SLAuSs 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 financial statements.

As part of an audit in accordance with SLAuSs, we exercise
professional judgement and maintain professional skepticism
throughout the audit. We also:

o [dentify and assess the risks of material misstatement of the
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 Company’s internal
control.

e Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by management.

o Conclude on the appropriateness of management’s 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 Company’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to the related
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disclosures in the 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
auditor’s report. However, future events or conditions may
cause the Company to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the
financial statements, including the disclosures, and whether
the 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 or business activities
within the Company to express an opinion on the financial
statements.

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.

We also provide those charged with governance with a statement
that we have complied with ethical requirements in accordance
with the Code of Ethics regarding independence, and to
communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and
where applicable, related safeguards.

From the matters communicated with those charged with
governance, we determine those matters that were of most
significance in the audit of the financial statements of the
current period and are therefore the key audit matters. We
describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when,
in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

As required by section 163 (2) of the Companies Act No. 07 of
2007, we have obtained all the information and explanations
that were required for the audit and, as far as appears from our
examination, proper accounting records have been kept by the
Company.

CA Sri Lanka membership number of the engagement partner
responsible for signing this independent auditor’s report is 1224.

CHARTERED ACCOUNTANTS

Colombo, Sri Lanka
28 February 2020



Statement of Profit or Loss and Other Comprehensive Income

For the Year Ended 31 December Note 2019 2018
Rs.'000s Rs.'000s
Revenue 5 36,355,084 37,336,943
Cost of Sales (23,852,382) (23,630,214)
Gross Profit 12,502,702 13,706,729
Other Operating Expenses 6 (148,756) (134,510)
Marketing, Selling and Distribution Expenses (5,651,314) (6,055,642)
Administrative Expenses (2,613,761) (2,369,196)
Profit from Operating Activities 7 4,088,871 5,147,381
Finance Income 36,963 45,606
Finance Expenses (355,940) (251,530)
Net Finance Expenses 8 (318,977) (205,924)
Profit Before Taxation 3,769,894 4,941,457
Income Tax Expense 9 (1,203,911) (1,455,656)
Profit for the Year 2,565,983 3,485,801
Other Comprehensive Income
Items that will not be reclassified to Profit or Loss
Actuarial Gain / (Loss) - Net of Tax 19.5 (8,568) 34,783
Items that are subsequently reclassified to Profit or Loss
Net Gain / (Loss) on Cash Flow Hedges - Net of Tax 3,312 (189)
(5,256) 34,594
Total Comprehensive Income 2,560,727 3,520,395
Earnings Per Share (Rs.) 10 47.76 64.88

Basic and Diluted, Profit for the year attributable to Ordinary Shareholders

“Notes to the Financial Statements,” form an integral part of the Financial Statements. Figures in brackets indicate deductions.
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Statement of Financial Position

Asat 31 December Note Rs.’%)(()):)z Rs%)(())’:lg
ASSETS
Non-Current Assets
Property, Plant and Equipment 12 9,012,305 9,210,242
Capital Work-In-Progress 13 377,235 673,117
Other Non-Current Assets 15.2 366,115 353,884
9,755,655 10,237,243
Current Assets
Inventories 14 3,486,130 2,987,844
Trade and Other Receivables 15 2,686,713 3,361,854
Amounts Due from Related Parties 16 434,476 854,134
Cash in Hand and Balances with Bank 17 507,585 217,731
7,114,904 7,421,563
Total Assets 16,870,559 17,658,806
EQUITY AND LIABILITIES
Equity
Stated Capital 18 537,255 537,255
Retained Earnings and Reserves 4,972,354 5,097,901
5,509,609 5,635,156
Non-Current Liabilities
Retirement Benefit Obligations 19 368,940 390,700
Deferred Tax Liabilities 20 997,439 1,000,725
Non-Current Provisions 21 421,434 289,459
Non-Current Financial Liabilities 22 1,984,029 2,007,954
3,771,842 3,688,838
Current Liabilities
Trade and Other Payables 23 4,951,225 4,634,844
Amounts Due to Related Parties 24 805,046 1,312,575
Current Tax Payable 652,508 681,215
Dividends Payable 192,752 182,004
Current Financial Liabilities 17 987,577 1,524,174
7,589,108 8,334,812
Total Liabilities 11,360,950 12,023,650
Total Equity and Liabilities 16,870,559 17,658,806

“Notes to the Financial Statements,” form an integral part of the Financial Statements. Figures in brackets indlicate deductions.
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Statement of Financial Position

| certify that these financial statements have been prepared in compliance with the requirements of the
Companies Act No. 07 of 2007.

Gurcharan Grover
Director - Finance & Control

The Board of Directors is responsible for the preparation and presentation of these financial statements.

Signed for and on behalf of the Board.

NESTLE LANKA PLC
Colombo
'2' . /..J-CJ\J fan aq"\*ww-
—
Fabrice Cavallin Ranjan Seevaratnam
Managing Director Director
28 February 2020
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Statement of Changes in Equity

Other Equity
Stated Capital  Retained Earnings Reserves* Total
Rs.'000s Rs.'000s Rs.'000s Rs.'000s
Balance as at 1 January 2018 537,255 4,235,458 28,322 4,801,035
Total Comprehensive Income for the Year
Profit for the Year 3,485,801 3,485,801
Other Comprehensive Income 34,594 34,594
Transactions with Owners of the Company Recognised i
Directly in Equity
Interim Dividend for 2017 - (1,343,137) - (1,343,137)
Final Dividend for 2017 - (1,343,137) - (1,343,137)
Balance as at 31 December 2018 537,255 5,034,985 62,916 5,635,156
Balance as at 1 January 2019 537,255 5,034,985 62,916 5,635,156
Total Comprehensive Income for the Year
Profit for the Year - 2,565,983 - 2,565,983
Other Comprehensive Income - - (5,256) (5,256)
Transactions with Owners of the Company Recognised
Directly in Equity
Interim Dividend for 2018 - (1,343,137) - (1,343,137)
Final Dividend for 2018 - (1,343,137) - (1,343,137)
Balance as at 31 December 2019 537,255 4,914,694 57,660 5,509,609

* Includes Actuarial Gain / (Loss) and Results of Cash Flow Hedges

“Notes to the Financial Statements,” form an integral part of the Financial Statements. Figures in brackets indicate deductions.
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Statement of Cash Flows

Forthe Year Ended 31 December Rs‘%)(()):)z Rs.’f)(())‘:lg
Cash Flows from Operating Activities

Profit Before Taxation 3,769,894 4,941,457
Adjustments for;

Depreciation of Property, Plant and Equipment 1,029,719 754,183
Impairment of Property, Plant and Equipment 12,052 -
(Gain) / Loss on Sale of Property, Plant and Equipment 48,409 (12,807)
Amortisation of Staff Loan 30,390 29,960
Interest Expense 354,225 251,530
Interest Income (36,963) (31,146)
Movement of Retirement Benefit Obligation (Excluding Actuarial Gain / Loss) (33,660) (15,180)
Operating Profit Before Working Capital Changes 5,174,066 5,917,997
Working Capital Changes

Increase in Inventories (498,286) (118,230)
Decrease in Trade and Other Receivables 645,799 329,944
Decrease / (Increase) in Amount due from Related Parties 419,658 (92,690)
Increase [ (Decrease) in Trade and Other Payables 350,322 (180,849)
(Decrease) [ Increase in Amount due to Related Parties (504,906) 67,878
Cash Generated from Operations 5,586,653 5,924,050
Income Tax Paid (1,101,884) (1,056,739)
Net Cash Flows Generated from Operating Activities 4,484,769 4,867,311
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Statement of Cash Flows

Forthe Year Ended 31 December Rs.‘f)(())g Rs.‘f)(())‘zlg
Cash Flows from Investing Activities
Investment in Property, Plant and Equipment (561,931) (2,608,832)
Proceeds from Sale of Property, Plant and Equipment 11,049 30,965
Movement of Other Non-Current Financial Assets (12,237) (34,673)
Net Cash Flows Used in Investing Activities (563,113) (2,612,540)
Cash Flows from Financing Activities
Receipt of Non-Current Financial Liabilities - 1,893,000
Payment of Lease Liabilities (87,018) (68,546)
Dividends Paid (2,675,526) (2,672,202)
Interest Expense Paid (356,934) (225,901)
Interest Income Received 6,573 1,186
Net Cash Flows Used in Financing Activities (3,112,905) (1,072,463)
Net Increase [ (Decrease) in Cash and Cash Equivalents 808,751 1,182,308
Cash and Cash Equivalents at the Beginning of the Year (1,225,301) (2,407,609)
Cash and Cash Equivalents at the End of the Year (Note 17.1) (416,550) (1,225,301)
Analysis of Cash and Cash Equivalents at the End of the Year
Cash in Hand and Balances with Bank 507,585 217,731
Current Financial Liabilities (Excluding Short-Term Lease Liabilities) (924,135) (1,443,032)
(416,550) (1,225,301)

“Notes to the Financial Statements,” form an integral part of the Financial Statements. Figures in brackets indicate deductions.
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1. Reporting Entity

Nestlé Lanka PLC is a Company incorporated and domiciled in Sri Lanka and
listed in the Colombo Stock Exchange. The registered office and the principal
place of business is located at 440, T.B. Jayah Mawatha, Colombo 10. The
Company is in the food and beverage industry.

The ultimate parent and holding Company is Nestlé S.A.
1.1. Principal Activities and Nature of Operations

Principal activities of the Company include manufacturing, marketing, selling
and distribution of food and beverage products. The Company is also involved in
the export of locally manufactured products and re-export of food and beverage
products.

2. Basis of Preparation
2.1. Statement of Compliance

Nestlé Lanka PLC has prepared the financial statements in accordance with the
Sri Lanka Accounting Standards (LKAS and SLFRS) issued by the Institute of
Chartered Accountants of Sri Lanka, the requirements of the Companies Act
No. 07 of 2007, and the Sri Lanka Accounting and Auditing Standards Act No.
19 of 1995; and provides appropriate disclosures as required by the Listing
Rules of the Colombo Stock Exchange (CSE). These financial statements,
except for information on cash flows, have been prepared following the accrual
basis of accounting.

The financial statements were authorised for issue by the Board of Directors at
the meeting held on 28 February 2020.

2.2 Basis of Measurement
The financial statements are prepared under the historical cost basis and
applied consistently, with no adjustments being made for inflationary factors

affecting the financial statements except for;

®  Liability for the Defined Benefit Obligation, recognised at the present
value of the Defined Benefit Obligation, net of plan assets,

L] Liabilities for the cash-settled share-based payment arrangements,
measured at fair value,

° Derivative financial instruments, measured at fair value.
2.3. Functional and Presentation Currency
The financial statements are presented in Sri Lankan rupees, which is the
Company’s functional currency. All financial information presented in
Sri Lankan rupees has been rounded to the nearest thousand.
2.4, Use of Estimates and Judgements
The preparation of financial statements, in conformity with the Sri Lanka
Accounting Standards, requires Management to make judgements, estimates

and assumptions that affect income and expenses, reported amounts of assets
and liabilities, and the application of policies. The estimates and associated
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assumptions are based on historical experience and various other factors that
are believed to be reasonable under the circumstances; the results of which
form the basis of making judgements about carrying values of assets and
liabilities that are not readily apparent from other sources. Actual results may
differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognised in the period in which the
estimate is revised if the revision affects only that period, or in the period of
the revision and future periods if the revision affects both current and future
periods.

2.5. Going Concern

The Board of Directors is satisfied that the Company has adequate resources
to continue its operations in the foreseeable future. Accordingly, the financial
statements are prepared based on the going concern concept.

When preparing the financial statements, the Directors have assessed the
ability of the Company to continue as a going concern in the foreseeable future
and do not foresee a need for liquidation or cessation of business operations,
taking into account all available information about the future.

3. Accounting Policies

The accounting policies set out below have been applied consistently to all
periods presented in these financial statements.

3.1. Significant Accounting Policies

3.1.1.  Foreign Currency Transactions
Transactions in foreign currencies are translated to Sri Lankan Rupees at the
foreign exchange rate ruling at the date of the transaction.

Monetary assets and liabilities, denominated in foreign currencies at the
reporting date, are translated to Sri Lankan rupees at the foreign exchange
rate ruling at that date. Foreign exchange differences arising on translation
are recognised in the Statement of Profit or Loss and Other Comprehensive
Income.

Non-monetary assets and liabilities that are measured in terms of historical
cost in a foreign currency are translated using the exchange rate at the date of
the transaction.

3.1.2. Financial Instruments

a) Financial Assets

Financial assets are initially recognised at fair value plus directly attributable
transaction costs. However, when a financial asset measured at fair value, is
recognised, the transaction costs are expensed immediately. Subsequent
remeasurement of financial assets is determined by their categorisation,
which is revisited at each reporting date. The settlement date is used for both
initial recognition and subsequent derecognition of financial assets, as these
transactions are generally under contracts whose terms require delivery within
the time frame established by regulation or convention in the market place
(regular-way purchase or sale).
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The classification of financial assets is generally based on the business model in
which a financial asset is managed and its contractual cash flow characteristics.
On initial recognition, a financial asset is classified either:

®  asmeasured at amortised cost;
®  atfairvalue through Other Comprehensive Income (FVOCI)
®  atfairvalue through Statement of Profit or Loss (FVTPL)

All financial assets not classified as measured at amortised cost or FVOCI are
measured at FVTPL. On initial recognition, the Company may irrevocably
designate a financial asset that otherwise meets the requirements to be
measured at amortised cost or at FVOCI as at FVTPL, if doing so eliminates
or significantly reduces an accounting mismatch that would otherwise arise.

b) Cash and Cash Equivalents

Cash and cash equivalents comprise of cash balances and call deposits with a
maturity period of less than three months. For the purpose of the Statement of
Cash Flows, cash and cash equivalents are presented net of bank overdrafts,
short-term borrowings and investments of less than 3 months maturity.

c) Financial liabilities at amortised cost

Financial liabilities are initially recognised at the fair value of consideration
received, less directly attributable transaction costs.

Subsequent to initial measurement, financial liabilities are recognised at
amortised cost. The difference between the initial carrying amount of the
financial liabilities and their redemption value is recognised in the Statement
of Profit or Loss and Other Comprehensive Income over the contractual terms
using the effective interest rate method. This category includes the following
classes of financial liabilities: trade and other payables, commercial paper,
bonds, and other financial liabilities.

Financial liabilities at amortised cost are further classified as current and
non-current depending whether these will fall due within 12 months after the
balance sheet date or beyond.

Financial liabilities are derecognised (in full or partly) when either the Company
is discharged from its obligation, they expire, are cancelled, or replaced by a
new liability with substantially modified terms.

The Company’s financial liabilities include Current Liabilities and Non-Current
Financial Liabilities.

d) Derivative Financial Instruments and Hedge Accounting

The Company designates and documents the use of certain derivatives as
hedging instruments against changes in fair values of recognised assets and
liabilities (fair value hedges) and highly probable forecast transactions (cash
flow hedges). The effectiveness of such hedges is assessed at inception and
verified at regular intervals.

e) Stated Capital

Ordinary shares of the Company are classified as equity.

313 Property, Plant and Equipment
a) Recognition and Measurement

Property, Plant and Equipment are stated at cost less accumulated depreciation
and accumulated impairment losses.
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Cost includes expenditure that is directly attributable to the acquisition of the
asset. The cost of self-constructed assets includes the cost of materials, direct
labour, any other costs directly attributable to bringing the assets to a working
condition for their intended use, the costs of dismantling and removing the
items, and restoring the site on which they are located.

Where an item of Property, Plant and Equipment comprises major components
having different useful lives, they are accounted for as separate items of
Property, Plant and Equipment.

Borrowing cost incurred during the course of construction are capitalised if
the assets under construction are significant and if their construction requires
a substantial period to complete. The capitalisation rate is determined on the
basis of the appropriate borrowing rate for the period of construction.

b) Derecognition

The carrying amount of an item of Property, Plant and Equipment is
derecognised on disposal or when no future economic benefits are expected
from use. Gains and losses on disposal of an item of Property, Plant and
Equipment are determined by comparing the proceeds from disposal (net of
any directly attributable expenses) with the carrying amount of Property, Plant
and Equipment, and are recognised net within "Other Operating Income /
Expense” in the Statement of Profit or Loss and Other Comprehensive Income.

c) Subsequent Expenditure

The cost of replacing part of an item of Property, Plant and Equipment is
recognised in the carrying amount of the item if it is probable that the future
economic benefits embodied within the part will flow to the Company and
its cost can be measured reliably. The costs of the day-to-day servicing of
Property, Plantand Equipment are recognised in the Statement of Profit or Loss
and Other Comprehensive Income as incurred.

d) Depreciation

Depreciation is recognised in the Statement of Profit or Loss and Other
Comprehensive Income on a straight-line basis over the estimated useful
lives of items of Property, Plant and Equipment. Land is not depreciated. The
estimated useful lives for the current and comparative periods are as follows:

Freehold Buildings 35 years
Plant and Machinery 10 - 25 years
Tools, Furniture and Office Equipment 4 - 5years
Motor Vehicles 5 years
Information Systems (IS) Equipment 3 - 5years

Depreciation on asset begins when it is available for use and ceases at the
earlier of the date that the assets are classified as held for sale, or the date that
the assets are derecognised.

The useful lifetime depreciation methods and residual values are reassessed
annually or on an earlier date, where any circumstances indicate such
assessment is required.

Improvements on leasehold buildings and buildings constructed on leasehold
land are depreciated over the lower of their useful economic life or unexpired
period of lease.

e) Capital Work-In-Progress

Capital expenses incurred during the year on assets, which are not completed
as at the date of Statement of Financial Position, are shown as Capital Work-In-
Progress whilst the capital assets which have been completed during the year
and put to use have been transferred to Property, Plant and Equipment.



f) Leased Assets

Buildings constructed by the Company on leasehold land are capitalised and
included under the category “Buildings on Leasehold Land.”

314 Intangible Assets

Intangible assets that are acquired by the Company, which have finite useful

lives, are measured at cost less accumulated amortisation and accumulated
impairment losses.

a) Recognition and Measurement

An intangible asset is recognised if it is probable that the future economic
benefits that are attributable to the asset will flow to the entity, and cost can
be measured reliably and carried at cost less accumulated amortisation and
accumulated impairment losses.

b) Subsequent Expenditure

Subsequent expenditure is capitalised only when it increases the future
economic benefits embodied in the specific asset to which it relates. All
other expenditure is recognised in the Statement of Profit or Loss and Other
Comprehensive Income as incurred.

c) Amortisation

Amortisation is recognised in the Statement of Profit or Loss and Other
Comprehensive Income on a straight-line basis, over the estimated useful lives
of intangible assets from the date that they are available for use.

d) Retirement and Disposal

An intangible asset is derecognised on disposal or when no future economic
benefits are expected from its use and subsequent disposal. Gains and losses
on disposal of an item of Intangible Asset are determined by comparing the
proceeds from disposal (net of any directly attributable expenses) with the
carrying amount, and are recognised net within “Other Operating Income /
Expense” in the Statement of Profit or Loss and Other Comprehensive Income.

3.1.5 Impairment & Derecognition

a) Financial Assets

At each balance sheet date, the Company assesses whether its financial assets
are impaired. Impairment losses are recognised in the Statement of Profit or
Loss and Other Comprehensive Income where there is objective evidence
of impairment, such as where the issuer is in bankruptcy, default or other
significant financial difficulty. This analysis requires the identification of the
credit risk associated with the counterparties and, considering that the majority
of Company'’s financial assets are trade receivables, integrates statistical data
reflecting the past experience of losses incurred due to default.

The Company measures impairment loss allowances at an amount equal to
lifetime expected credit losses (ECL), except for the bank balances for which
credit risk (i.e. the risk of default occurring over the expected life of the financial
instrument) has not increased significantly since initial recognition.

Impairment loss allowances for financial assets, measured at amortised cost are
deducted from the gross carrying amount of the assets.

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

Impairment related to trade and other receivables are not presented separately
in the Statement of Profit or Loss and Other Comprehensive Income, but are
reported under the heading Marketing Selling and Distribution expenses.

Financial assets are derecognised (in full or partly) when substantially all the
Company's rights to cash flows from the respective assets have expired or have
been transferred, and the Company has neither exposure to substantially all the
risks inherent in those assets nor entitlement to rewards from them.

b) Non-Financial Asset

The carrying amounts of the Company’s assets are reviewed at each date of the
Statement of Financial Position to determine whether there is any indication
of impairment. If any such indication exists, the asset’s recoverable amount is
estimated.

For impairment testing, assets are grouped together into the smallest group
of assets that generate cash flows from continuing use, that are largely
independent of cash flows of other assets and cash generating units.

An impairment loss is recognised whenever the carrying amount of an asset
or its cash generating unit exceeds its recoverable amount. Impairment losses
are recognised in the Statement of Profit or Loss and Other Comprehensive
Income.

i. Calculation of Recoverable Amount

The recoverable amount of assets is the greater of its value in use and fair value,
less costs to sell. In assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time of value of money and the risks specific
to the asset. For an asset that does not generate largely independent cash
inflows, the recoverable amount is determined for the cash generating unit to
which the asset belongs.

ii. Reversal of Impairment

Impairment losses recognised in prior periods are assessed at each reporting
date for any indication that the loss has decreased or no longer exists.

Animpairment loss is reversed if there has been a change in the estimates used
to determine the recoverable amount.

An impairment loss is reversed only to the extent that the asset's carrying
amount does not exceed the carrying amount that would have been determined,
net of depreciation or amortisation, if no impairment loss had been recognised.
3.1.6.  Leases(Right-of-Use Assets)

At inception, the Company assesses whether a contract is or contains a lease.
This assessment involves the exercise of judgement about whether it depends
on a specified asset, whether the Company obtains substantially all the

economic benefits from the use of that asset, and whether the Company has the
right to direct the use of the asset.

The Company recognises a right of use (ROU) asset and a lease liability at the
commencement of the lease. The ROU is initially measured based on the present
value of lease payments, plus initial direct costs and the cost of obligations to
refurbish the asset, less any incentives received. The ROU is depreciated over
the shorter of the lease term or the useful life of the underlying asset. The ROU
is subject to testing for impairment if there is an indicator for impairment.
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Lease payments may include fixed payments and variable payments that
depend on the lease agreements. When the lease contains an extension
or purchase option that the Company considers reasonably certain to be
exercised, the cost of the option is included in the lease payments.

ROU assets are included in the heading Property, Plant and Equipment, and the
lease liability is included in the headings Current and Non-Current Financial
Liabilities.

The Company has elected not to recognise ROU assets and liabilities for leases
where the total lease term is less than or equal to 12 months, or for low value
leases. The lease payments for such leases are recognised in the Statement of
Profit or Loss and Other Comprehensive Income over the lease term.

3.1.7.  Inventories

Inventories are stated at the lower of cost and net realisable value. Raw
materials and purchased finished goods are valued at purchase cost on a First-
In-First-Out (FIFO) basis. In the case of manufactured inventories and work-in-
progress, cost includes all direct expenditure and production overheads based
on the normal level of activity.

Net realisable value is the price at which inventories can be sold in the
normal course of business after allowing for the cost of realisation and, where
appropriate, the cost of conversion from their existing state to a finished
condition. Provision is made where necessary for obsolete, slow-moving and
defective stocks.

3.1.8.  Employee Benefits

a) Defined Benefit Plan

A defined benefit plan is a post-employment benefit plan other than a defined
contribution plan. The Company’s net obligation in respect of defined benefit
plans is calculated separately for each plan by estimating the amount of future
benefit that employees have earned in return for their service in the currentand
prior periods; that benefit is discounted to determine its present value. The fair
value of plan asset is deducted to arrive at net defined benefit obligation. The
Company determines the Net Interest Expense / (Income) on the Net Defined
Benefit Liability / (Asset) for the period by applying the discount rate used to
measure the Defined Benefit Obligation at the beginning of the annual period
to the Net Defined Benefit Liability / (Asset), taking into account any change
in the net defined benefit liability during the period as a result of contributions
and benefit payments.

The calculation is performed annually by an independent actuary using the
“Projected Unit Credit Method.” When the calculation results in a benefit
to the Company, the recognised asset is limited to the present value of
economic benefits available in the form of any future refunds from the plan or
reductions in future contributions to the plan. In order to calculate the present
value of economic benefits, consideration is given to any minimum funding
requirements that apply to any plan in the Company. An economic benefit
is available to the Company if it is realisable during the life of the plan, or on
settlement of the plan liabilities.

Re-measurements arising from defined benefit plans comprise actuarial
gains and losses, the return on plan assets (excluding interest). The Company
recognises them immediately in Other Comprehensive Income. All other
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expenses related to defined benefit plans is recognised in the Statement of
Profit or Loss and Other Comprehensive Income.

When the benefits of a plan are changed, the portion of the changed benefit
related to past service by employees is recognised immediately in profit or loss
when the plan amendment occurs.

b) Defined Contribution Plans - Mercantile Services Provident Society,
Employee Provident Fund and Employee Trust Fund

A defined contribution plan is a post-employment benefit plan under which an
entity pays fixed contributions into a separate entity and will have no legal or
constructive obligation to pay further amounts. Obligations for contributions
to defined contribution pension plans are recognised as an employee benefit
expense in the Statement of Profit or Loss and Other Comprehensive Income
when they are due.

All employees of the Company are members of either the Mercantile Service
Provident Society (MSPS) or Employee Provident Fund (EPF) to which the
Company contributes 12%, and Employee Trust Fund (ETF), to which the
Company contributes 3% of such employees’ wages or salary.

In addition to the statutory contributions mentioned above, the Company
commenced contributions of 2% (for employees over 5 years) and 5% (for
employees over 10 years) to the MSPS under a new defined contribution
scheme offered to employees joining after 1 January 2006 from July 2014
onwards.

c) Share-Based Payments

The Company participates in the Nestlé Performance / Restricted Stock Unit
plan of Nestlé S.A, the parent Company, where selected employees are granted
rights to obtain the stock units of Nestlé S.A. This represents a cash settled
share-based payments arrangement in accordance with SLFRS 2 Share
Based payment. Accordingly, the grant-date fair value of stock units granted
to employees is recognised as an employee expense, with a corresponding
increase in liability over the period that the employees become unconditionally
entitled to the awards. Until the liability to the parent Company is settled, the
liability is re-measured at each reporting date and at the settlement date,
and the difference, if any from the previously reported is recognised in the
Statement of Profit or Loss and Other Comprehensive Income.

3.1.9. Liabilities and Provisions

Liabilities and provisions are recognised in the Statement of Financial
Position when there is a present legal /constructive obligation as a result of
the past events, the settlement of which is expected to result in an outflow of
resources embodying economic benefits. Obligations payable at the demand
of the creditor, or within one year of the reporting date, are treated as current
liabilities in the Statement of Financial Position. Liabilities payable after
one year from the reporting date are treated as non-current liabilities in the
Statement of Financial Position.

Dividends

Dividends are recognised as a liability in the period in which they are declared
and approved for distribution.



3.1.10. Revenue

Sale of Goods

Sales represent amounts received and receivable for goods supplied to
the customers and for services rendered. Revenue from the sales of goods
is recognised in the Statement of Profit or Loss and Other Comprehensive
Income at the moment when control of the goods have been transferred to the
customer.

Revenue is measured as the amount of consideration which the Company
expects to receive, net of returns, sales taxes, pricing allowances, other
trade discounts and volume rebates. The level of discounts, allowances and
promotional rebates is recognised as a deduction from revenue at the time that
the related sales are recognised or when the rebate is offered to the customer.

3.1.11.  Other Operating Income

a) Gain [ Loss from Sale of Property, Plant and Equipment

Any gains or losses on retirement or disposal of Property, Plant and Equipment
are recognised in the period in which the sale occurs and is classified as Other
Operating Income or Expense.

b) Other Income
Other income is recognised on an accrual basis.

3.1.12.  Expenses

Expense Recognition
a) Revenue Expenditure

The profit earned by the Company, as shown in the Statement of Profit or Loss
and Other Comprehensive Income, is after providing for all known liabilities
and for depreciation of Property, Plant and Equipment.

For the purpose of presentation of the Statement of Profit or Loss and Other
Comprehensive Income, the Directors are of the opinion that the function of
expenses method presents fairly the elements of the enterprise’s performance,
hence such presentation method is adopted.

b) Capital Expenditure

Expenditure incurred for the purpose of extending or improving assets of
a permanent nature, by means to carry on the business or for the purpose of
increasing the earning capacity of the business, has been treated as capital
expenditure.

Gainsorlosses, onthedisposal of Property, Plantand Equipment, are recognised
in the Statement of Profit or Loss and Other Comprehensive Income.

3.1.13.  Finance Income and Finance Expenses

Net finance expenses comprise of interest on financial liabilities, interest on
funds invested/deposited and foreign exchange gains and losses relating to

Liquid Assets that are recognised in the Statement of Profit or Loss and Other
Comprehensive Income.

Notes to the Financial Statements

All interest and other costs incurred in connection with borrowings are
expensed as incurred, as part of net finance expenses , except to the extent
which is eligible for capitalisation.

3.1.14.  Income Tax Expense

Income tax expense for the year comprises current and deferred tax. Income
tax is recognised in the Statement of Profit or Loss and Other Comprehensive

Income except to the extent that it relates to items recognised directly in equity,
in which case it is recognised in equity.

a) Current Tax

Current tax is the expected tax payable on the taxable income for the year,
using tax rates enacted or substantively enacted at the reporting date as per
the provisions of the Inland Revenue Act No. 24 of 2017, and any adjustment
to tax payable in respect of previous years.

b) Deferred Tax

Deferred tax is recognised in respect of temporary differences between the
carrying amounts of assets and liabilities for financial reporting purposes, and
the amounts used for taxation purposes.

Deferred tax is measured at the tax rates that are expected to be applied to
temporary differences when they reverse, based on the laws that have been
enacted or substantively enacted by the reporting date.

A deferred tax asset is recognised for unused tax losses and deductible
temporary differences, to the extent that it is probable that future taxable
profits will be available against which they can be utilised. Deferred tax assets
are reviewed at each reporting date and are reduced to the extent that it is no
longer probable that the related tax benefit will be realised.

3.1.15.  Statement of Cash Flows

The Cash Flow Statement has been prepared using the indirect method in
accordance with the Sri Lanka Accounting Standard No. 7 - Statement of Cash
Flows (LKAS 7).

3.1.16.  Related Party Transactions

Disclosure has been made in respect of the transactions in which one party
has the ability to control or exercise significant influence over the financial and

operating policies / decisions of the other, irrespective of whether a price is
being charged or not.

The relevant details are disclosed in the respective Notes to the Financial
Statements.

3.1.17.  Earnings Per Share (EPS)

Basic EPS is calculated by dividing the profit or loss attributable to ordinary

Shareholders of the Company by the weighted average number of ordinary
shares outstanding during the year.

Diluted EPS is calculated by dividing the profit attributable to ordinary
Shareholders of the Company (after adjusting for interest on the convertible
preference shares) by the weighted average number of ordinary shares
outstanding during the year, plus the weighted average number of ordinary

Nestlé Lanka PLC | Annual Report 2019



Notes to the Financial Statements

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

3.1.18.  Operating Segments

A segment is a distinguishable component of the Company that is engaged
either in providing related products or services (business segment), or in
providing products or services within a particular economic environment

(geographical segment), which is subject to risks and returns that are different
from those of other segments.

Nestlé Lanka PLC is primarily involved in the business of manufacturing,
marketing, selling and distribution of food and beverage products. The
entire business is organised as one segment for making operating decisions
in assessing performance by the Chief Operating Decision Maker. Further,
information of the business is reported to the Chief Operating Decision Maker
as a whole. Therefore the Board of Directors is of the opinion that there are no
identifiable operating segments within the Company. Therefore the disclosure
requirements of SLFRS 8 will not be applicable to Nestlé Lanka PLC.

3.2.19. Borrowing Costs

Borrowing costs are recognised as an expense in the period in which they

are incurred, except to the extent that they are directly attributable to the
acquisition, construction or production of a qualifying asset of Property, Plant
and Equipment, in which case they are capitalised as part of the cost of the
asset.
3.2.20. Comparative Information

Comparative information has been reclassified where necessary to conform to
the current year's presentation.

3.1.21. Commitments and Contingencies

Contingencies are possible assets or obligations that arise from a past event,
and whose existence is confirmed only on the occurrence or non-occurrence of
uncertain future events which are beyond the Company’s control.

3.1.22.  Events Occurring After the Reporting Period

All material events occurring after the reporting period have been considered,
disclosed and adjusted where applicable.

4. Changes to Accounting Standards, that may affect the Company after 31 December

2019

A number of new standards are effective for annual periods beginning after 01
January 2020 and early application is permitted; however, the Company has
not early adopted the new or amended standards in preparing these financial
statements.

The following amended standards and interpretations are not expected to have

®  Amendments to reference to conceptual framework in SLFRS
standards.

° Definition of Material (Amendments to LKAS 1 and LKAS 8).

[ Interest Rate Benchmark Reform (Amendments to SLFRS 9, LKAS

a significant impact on the Company’s financial statements. 39and SLFRS 7)
5. Revenue
2019 2018
For the year ended 31 December Rs/000s Rs/000s
Domestic 32,021,662 32,631,442
Export 6,410,313 6,809,276
Total Revenue 38,431,975 39,440,718
Less : Trade Discounts and Volume Rebates (2,076,891) (2,103,775)
Net Revenue 36,355,084 37,336,943
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Other Operating Income / (Expense)

Notes to the Financial Statements

2019 2018
For the year ended 31 December Rs/000s Rs/000s
Gain / (Loss) on Sale of Property, Plant and Equipment (48,409) 12,807
Net Foreign Exchange Loss (139,230) (205,315)
Impairment of Property, Plant and Equipment (12,052) -
Income from Scrap Sales 50,935 57,998
(148,756) (134,510)
Profit from Operating Activities
Profit from Operating Activities are Stated after Charging / (Crediting) All Expenses Including the Following:
2019 2018
For the year ended 31 December Rs/000s Rs/000s
Employees Benefit Expense (Note 7.1) 2,749,964 2,582,979
General Licence Fee 1,762,080 1,783,502
Depreciation of Property, Plant and Equipment 1,029,719 754,183
Provision for Inventories and Inventory Written Off 248,054 269,625
Net Impairment of Trade Receivables (3,832) 16,369
Legal Fees 14,221 10,963
Auditors Remuneration - Audit 3,750 3,750
- Non-Audit 744 660
Employees Benefit Expense
2019 2018
For the year ended 31 December Rs/000s Rs/000s
Personnel Costs
Salaries and Wages 1,970,321 1,802,813
Provision for Retirement Benefit Obligations (Note 19.3) 99,830 104,160
Contributionsto:
Employees' Provident Fund and Mercantile Services Provident Society 153,749 142,522
Employees' Trust Fund 35,783 32,547
Other Benefits 490,281 500,938
2,749,964 2,582,979
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8.  NetFinance Income / (Expense)

For the year ended 31 December Rs.‘f)(())‘:)z Rs.’%)?)hg

Finance Income

Interest on Deposits 6,573 1,126

Net Gain on Foreign Currency Liquid Assets - 14,520

Imputed Interest on Staff Loans 30,390 29,960

36,963 45,606

Finance Expense

Interest on Financial Liabilities (354,225) (411,915)

Net Loss on Foreign Currency Liquid Assets (1,715) -

Borrowing Costs Capitalised - 160,385
(355,940) (251,530)

Net Finance Expense (318,977) (205,924)

9.  Income Tax Expense

For the year ended 31 December Rs.‘%)(())‘:)z Rs.’%)(()):)g

Current Tax Expense

Tax on Current Year Profits (Note 9.1) 1,031,474 1,210,765

Provision in Respect of Previous Years 173,678 97,024
1,205,152 1,307,789

Deferred Tax Expense

Origination / (Reversal) of Temporary Differences (Note 20.1) (1,247) 147,867
1,203,911 1,455,656

(a) With the implementation of the New Inland Revenue Act No. 24 of 2017, effective from 01 April 2018, the corporate tax rate applicable to the Company is
28%. Whereas, prior to 01 April 2018, qualifying export profits were taxed at a concessionary rate of 12%, profits from the Ready-To-Drink milk business
were taxed at a concessionary rate of 10%, and profits with respect to off-shore business earnings in foreign currency were exempt from income tax.

(b) Deferred tax has been computed using the income tax rate of 28%.

9.1 Reconciliation Between Accounting Profit and Taxable Profit
For the year ended 31 December Rs.‘f)(())‘:)z Rs.’%)%;g
Accounting Profit Before Tax 3,769,894 4,941,457
Disallowables / (Claims) 35,570 144,273
Depreciation / (Capital Allowances) (121,628) (535,546)
Profit from Tax Exempted Operations - (56,213)
Taxable Profit 3,683,836 4,493,971
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For the year ended 31 December RS.,%%LZ Rsf)((]):)g
Income Tax at 10% - 9,719
Income Tax at 12% - 22,539
Income Tax at 28% 1,031,474 1,178,507
Tax on Current Year Profit 1,031,474 1,210,765

10.

Basic and Diluted Earnings Per Share (EPS)

The calculation of earnings per share is based on the profit for the year attributable to ordinary Shareholders, divided by the weighted average number of
ordinary shares outstanding during the year. Net profit attributable to ordinary Shareholders and weighted average number of ordinary shares are given

below:
2019 2018
Rs.'000s Rs.'000s
Profit Attributable to Ordinary Shareholders 2,565,983 3,485,801
Weighted Average Number of Shares 53,725,463 53,725,463
Basic and Diluted Earnings Per Share (Rs.) 47.76 64.88
11. Dividend Per Share

The Board of Directors has declared an interim dividend of Rs. 30.00 per share on 28 February 2020 and have also proposed a final dividend of Rs. 17.50 per
share for the year ended 31 December 2019 to be approved by the Shareholders at the upcoming Annual General Meeting of the Company. In accordance with
Sri Lanka Accounting Standard Events After the Reporting Period (LKAS 10), the interim dividend and final dividend have not been recognised as a liability as at

31 December 2019.

Accordingly Dividend per share of the Company is Rs. 47.50 for 2019 (2018 - Rs. 50.00).

12. Property, Plant and Equipment
2019 2018
Asat 31 December Rs000s Rs000s
Property, Plant and Equipment Owned (Note 12.1) 8,884,424 9,037,054
Right-of-use Assets (Note 12.2) 127,881 173,188
9,012,305 9,210,242
121 Property, Plant and Equipment Owned
Buildings on Tools Furniture Information
Buildings on Leasehold Plantand and Office System
FreeholdLand  Freehold Land Land Machinery Equipment  Motor Vehicles Equipment Total
Rs.'000s Rs.'000s Rs.'000s Rs.'000s Rs.'000s Rs.'000s Rs.'000s Rs.'000s
Cost
Balance as at 1 January 2018 17,925 129,736 2,179,143 6,262,645 1,703,242 187,401 359,038 10,839,130
Additions - 3,798 791,695 1,056,368 249,330 - 46,826 2,148,017
Transferred from Capital : . 420825 1793680 53,716 4355 625 2,273,201
Work-In-Progress
Disposals - (83) (8,233) (159,025) (76,926) (43,709) (17,888) (305,864)
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Buildings on Tools Furniture Information
Buildings on Leasehold Plantand and Office System
FreeholdLand  Freehold Land Land Machinery Equipment  Motor Vehicles Equipment Total

Rs.'000s Rs.'000s Rs.'000s Rs.'000s Rs.'000s Rs.'000s Rs.'000s Rs.'000s

Balance as at 31 December 17,925 133451 3383430 8953,668 1,929,362 148047 383601 14954484

2018
Depreciation and

Impairment

Balance as at 1 January 2018 : 38732 461847 3367266 1267092 155200 239811 5,529,948
Depreciation . 4,034 69,827 393324 151655 9648 46700 675188
On Disposals i (22) (5671)  (144558)  (75861)  (43706)  (17888)  (287,706)
28'1"’;“ asat 31 December 42744 526003 3616032 1342886 121142 268,623 5917430
Cost

Balance as at 1 January 2019 17925 133451 3383430 8953668 1929362 148047 388601 14,954,484
Additions i 15357 128,728 13,405 83,742 ) 46803 288,035
Transferred from Capital ; - 85330 400,085 26,736 , 57627 569,778
Work-In-Progress

Disposals ) - (1083)  (263971) (148018)  (26408)  (26373)  (465.853)
gg':;“e asat 31 December 17925 148808 3596405 9,103,187 1891822 121639 466,658 15346444
Depreciation and

Impairment

Balance as at 1 January 2019 - 42,744 526,003 3,616,032 1,342,886 121,142 268,623 5,917,430
Depreciation ) 5235 105752 564427 186,012 8,836 68,671 938,933
Impairment - - - - 12,052 - - 12,052
On Disposals - - (506)  (222461) (131136)  (25967)  (26325)  (406395)
potnceasat 31 December . 47979 631249 3957998 1409814 104011 310,969 6,462,020

Written Down Value
As at 31 December 2018 17,925 90,707 2,857,427 5,337,636 586,476 26,905 119,978 9,037,054
As at 31 December 2019 17,925 100,829 2,965,156 5,145,189 482,008 17,628 155,689 8,884,424

Property, Plant and Equipment includes fully depreciated assets which are in use, the cost of which as at the reporting date amounted to Rs. 2,531 million
(2018 - Rs. 2,466 million)

The Property situated at No.440, T.B. Jayah Mawatha, Colombo 10 was valued on 22 July 2016 by an Independent Chartered Valuer using the Market Comparable
valuation method. Market values and the details are given in the following table;

Extent Rs. Millions
Freehold Land 239.0P 1,912
Freehold Buildings (1 Building) 47,260 sq. ft. 159

However, the market values have not been considered in the financial statements; the said property is stated at cost.

There are no restrictions that exist on the title of property, plant and equipment of the Company as at the reporting date.
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Right-of-Use Assets

Notes to the Financial Statements

Motor
Land Buildings Vehicles Total

Rs.'000s Rs.'000s Rs.'000s Rs.'000s
Cost
Balance as at 1 January 2018 769 - 210,708 211,477
Additions 34,178 161,680 195,858
Disposals - (174,489) (174,489)
Balance as at 31 December 2018 769 34,178 197,899 232,846
Depreciation
Balance as at 1 January 2018 566 - 154,586 155,152
Charge For the Year 15 7,074 71,906 78,995
On Disposals - (174,489) (174,489)
Balance as at 31 December 2018 581 7,074 52,003 59,658
Cost
Balance as at 1 January 2019 769 34,178 197,899 232,846
Additions - 2,200 43,279 45,479
Disposals - - (39,212) (39,212)
Balance as at 31 December 2019 769 36,378 201,966 239,113
Depreciation
Balance as at 1 January 2019 581 7,074 52,003 59,658
Charge For the Year 16 12,126 78,644 90,786
On Disposals - - (39,212) (39,212)
Balance as at 31 December 2019 597 19,200 91,435 111,232
Written Down Value
Asat 31 December 2018 188 27,104 145,896 173,188
As at 31 December 2019 172 17178 110,531 127,881

The land on lease is for factory premises with a duration of fifty years. The building on lease is in relation to warehouse space with a duration of three years.

Vehicle leases are for contract terms of two to five years.

These leases include an option to renew at mutually agreed terms and conditions after the end of the contract term.

12.21

Lease Liabilities
As at 31 December Rs.‘f)%g Rs.‘f)?)z
Maturity Analysis - Contractual Undiscounted Amounts
Not Later Than One Year 63,467 85,013
Later Than One Year and Not Later Than Five Years 101,599 131,643
Later Than Five Years 10,319 11,533
175,385 228,189
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2019 2018
As at 31 December Rs/000s Rs/000s
Discounted Amounts included in the Statement of Financial Position
Current (Note 17) 63,442 81,142
Non-Current (Note 22) 91,029 114,954
154,471 196,096
12.2.2  Amounts Recognised in Statement of Profit or Loss
2019 2018
For the year ended 31 December Rs/000s Rs/000s
Interest on Lease Liabilities 19,042 14,993
Expenses relating to Short-Term Leases 4,833 19,494
Expenses relating to Leases of Low Value Assets, excluding Short-Term Leases of 4251 4776
Low Value Assets
28,126 39,263
12.2.3  Amounts Recognised in Statement of Cash Flows
2019 2018
For the year ended 31 December Rs/000s Rs/000s
Total Cash Outflow for Lease Liabilities 87,018 68,546
13. Capital Work-In-Progress
2019 2018
Rs.'000s Rs.'000s
Balance as at 1 January 673,117 2,485,503
Capitalised During the Year (569,778) (2,273,201)
Additions During the Year 273,896 460,815
Balance as at 31 December 377,235 673,117

Borrowing cost capitalised by the Company on qualifying assets during the financial year amounted to Nil (2018 - Rs.160 million at a weighted average borrowing
rate of 7.46%)

14. Inventories

Asat 31 December Rs.’%)(())‘:)g Rs.’%)%;i
Raw Materials 1,239,263 858,692
Packing Materials 212,331 233,358
Finished Goods 1,278,595 1,302,794
Energy, Technical Materials 351,122 270,491
Work-In-Progress 61,672 120,005
Goods-In-Transit 416,731 335,645

3,559,714 3,120,985
Less : Provision for Inventories (Note 14.1) (73,584) (133,141)

3,486,130 2,987,844
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14.1 Provision for Inventories
2019 2018
Rs.'000s Rs.'000s
Balance as at 1 January 133,141 35,669
Charge [ (Reversal) During the Year (59,557) 97,472
Balance as at 31 December 73,584 133,141
15. Trade and Other Receivables
Asat 31 December Rs.‘%)‘())‘:lz RS.%%’:)E)
Trade Receivables (Note 15.1) 2,479,423 3,013,622
Other Receivables (Note 15.2) 207,290 348,232
2,686,713 3,361,854
15.1 Trade Receivables
Asat 31 December Rs.‘%)(())‘:)z Rs.’%)%li
Trade Receivables 2,609,514 3,147,545
Less: Impairment of Trade Receivables (Note 15.1.1) (130,091) (133,923)
2,479,423 3,013,622
15.1.1  Impairment of Trade Receivables
2019 2018
Rs.'000s Rs.'000s
Balance as at 1 January 133,923 117,554
Net Charge / (Reversal) for the Year (3,832) 16,369
Balance as at 31 December 130,091 133,923
15.2 Other Receivables
Asat 31 December Rs.‘%)(()):)?s Rs.’%)%lg
Loans to Employees (Note 15.2.1) 411,477 401,721
Prepayments 83,078 195,595
Derivative - Forward Exchange Contract 15,909 45,251
Other Non-Trade Receivables 62,941 59,549
573,405 702,116
Total Current 207,290 348,232
Total Non-Current 366,115 353,884
573,405 702,116
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15.2.1  Loansto Employees

2019 2018

Rs.'000s Rs.'000s

Balance as at 1 January 401,721 364,759
Granted During the Year 174,767 170,720
Repaid During the Year (165,011) (133,758)
Balance as at 31 December 411,477 401,721

All employee loans are disbursed as per the Company policies. No loans have been granted to any of the Directors.
16.  Amounts Due from Related Parties

Asat 31 December 2019 2018
Rs.'000s Rs.'000s

Nestlé Australia Ltd 11,472 14,399
Nestlé Canada, Inc. 8,802 -
Nestlé Caribbean, Inc. 7,876 5,819
Nestlé India Ltd 91,701 112,922
Nestlé Jamaica Ltd 50,495 49,934
Nestlé Japan Ltd - 33,397
Nestlé Manufacturing (Malaysia) Sdn. Bhd. 6,850 -
Nestlé Middle East FZE 106,480 174,501
Nestlé Nederland BV. - 348
Nestlé Nigeria Plc - 397
Nestlé Panama, S.A. - 4,870
Nestlé (PNG) Ltd 3,121 25,054
Nestlé Singapore (Pte) Ltd 1,724 2,052
Nestlé Suisse S.A. 3,248 12,870
Nestlé Taiwan Ltd 7,565 -
Nestlé (Thai) Ltd 13,699 12,584
Nestlé Trinidad and Tobago Ltd 38,826 108,423
Nestlé UK Ltd 11,933 54,818
Nestlé Waters Marketing & Distribution 2,360 2,360
Nestlé Zimbabwe (pvt) Ltd - 2,057
Nestrade S.A 68,324 237,329
434,476 854,134
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17. Cashand Cash Equivalents & Current Financial Liabilities

2019 2018
As at 31 December Rs/000s Rs/000s
Favourable Balances
Balances with Banks 495,106 201,604
Money Market Instruments 12,479 16,027
Cash in Hand - 100
Cash in Hand and Balances with Bank 507,585 217,731
Unfavourable Balances
Distributor Finance with Recourse to Nestlé Lanka PLC (194,240) (183,134)
Bank Overdrafts (9,895) (1,259,898)
Short-Term Financial Liabilities (720,000) -
Short-Term Lease Liabilities (Note 12.2.1) (63,442) (81,142)
Current Financial Liabilities (987,577) (1,524,174)
171 For the purpose of the Statement of Cash Flows, Cash and Cash Equivalents comprise the following
2019 2018
Asat 31 December Rs000s Rs000s
Favourable Balances 507,585 217,731
Unfavourable Balances (Excluding Short-Term Lease Liabilities) (924,135) (1,443,032)
(416,550) (1,225,301)
18. Stated Capital
2019 2018
Asat 31 December Rs000s Rs-000s
53,725,463 Ordinary Shares 537,255 537,255

The holders of ordinary shares are entitled to receive dividends as declared from time to time, and are entitled to one vote per share at meetings of the Company.
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19. Retirement Benefit Obligations

As at 31 December Rs.‘%)(())g Rs.‘%)(()):)g
Present Value of Defined Benefit Obligations

Pension Plan 570,750 587,070
Gratuity Plan 565,190 550,920
(Tlt\)l:atlelflr;.s’le)nt Value of the Defined Benefit Obligations 1,135,940 1,137.990
Total Fair Value of Plan Assets (Note 19.2) (767,000) (747,290)
Present Value of Net Retirement Benefit Obligations 368,940 390,700

Employees who joined prior to 2006 and who hold a minimum 10 years of service, are entitled to a lump sum pension upon retirement at the age of 55 years. In
addition, there are 24 (2018 - 25) retired employees who are drawing a monthly pension under the old pension plan, which was discontinued in 2014.

The liability to Retirement Benefit Obligation under the Payment of Gratuity Act No. 12 of 1983, is a defined benefit plan covering all permanent employees of the

Company.

The Gratuity Plan and Pension Plan is partially funded by a policy obtained from AIA Insurance Lanka Ltd.. AIA Insurance Lanka Ltd. has confirmed that the
features of the policy satisfy the definition of a “qualifying insurance policy.” The contributions to the fund by the Company are based on actuarial valuations
carried out by AIA Insurance Lanka Ltd.. The Company expects to pay Rs. 135 million as contributions to its plan assets for the period ended 31 December 2020.

Employees are not required to contribute to this fund.

The Actuarial Calculation is performed annually by a qualified actuary, M/s Willis Towers Watson India Private Limited, using the “Projected Unit Credit

Method”

19.1 Movement in the Present Value of the Defined Benefit Obligations:

2019 2018

Rs.'000s Rs.'000s

Balance as at 1 January 1,137,990 1,165,440

Current Service Cost 62,450 63,930

Interest Cost 119,770 112,120

Benefits Paid to the Employees (193,840) (166,450)
Remeasurements

Actuarial Loss [ (Gain) - Experience Loss (8,140) 10,560

Actuarial Loss [ (Gain) - Financial Assumptions 17,710 (47,610)

Balance as at 31 December 1,135,940 1,137,990

The weighted average duration of the Defined Benefit Obligation at the end of the reporting period is as follows:

Pension Plan - 7 years
Gratuity Plan - 13 years
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19.2 Movement in the Fair Value of Plan Assets:

Notes to the Financial Statements

2019 2018
Rs.'000s Rs.'000s
Balance as at 1 January 747,290 711,250
Contributions Paid by employer 117,060 103,800
Benefits Reimbursed by the plan (177,410) (150,910)
Interest Income 82,390 71,890
Return of Plan Assets greater/(lesser) than Discount Rate (Excluding Interest (2,330) 11,260
Income)
Balance as at 31 December 767,000 747,290
19.3 The Expense Recognised in Statement of Profit or Loss
2019 2018
For the year ended 31 December Rs/000s Rs/000s
Current Service Cost 62,450 63,930
Net Interest on Defined Benefit Obligation 37,380 40,230
99,830 104,160
19.3.1  The Expense is Recognised in the following line items in Statement of Profit or Loss
2019 2018
For the year ended 31 December Rs.000s Rs/000s
Cost of Sales 47,222 41,622
Marketing, Selling and Distribution Expenses 1,254 2,304
Administrative Expenses 51,354 60,234
99,830 104,160
19.4 Expected Benefit Payments to Employees
. . Pension Gratuity Total
The Expected Benefit Payment for the Year Ending Rs/000s Rs/000s Rs/000s
31 December 2020 100,690 75,410 176,100
31 December 2021 69,200 60,100 129,300
31 December 2022 55,870 38,840 94,710
31 December 2023 142,570 119,940 262,510
31 December 2024 47,160 44,450 91,610
31 December 2025 to 2029 444,320 521,250 965,570

Nestlé Lanka PLC | Annual Report 2019



Notes to the Financial Statements

19.5 The Income / (Expense) Recognised in Other Comprehensive Income, in relation to Retirement Benefit Obligation:
2019 2018
For the year ended 31 December Rs000s Rs 000s
Actuarial Gain / (Loss) (11,900) 48,310
Deferred Tax Impact on Actuarial Gain / (Loss) 3,332 (13,527)
Actuarial Gain / (Loss) - Net of Tax (8,568) 34,783
19.6 Actuarial Assumptions
Principal actuarial assumptions as at the reporting date:
2019 2018
Rs.'000s Rs.'000s
(1) Rate of Discount 11.0% 11.0%
(2) Future Salary Increase
First 5 Years 8.0%1t011.0% 8.0%1t011.0%
Beyond 5 Years 8.0%109.0% 8.0%109.0%
(3) Future Pension Increase 6.0% 6.0%

Assumptions regarding future mortality are based on published statistics and mortality tables.

The assumption made for the expected rate of return on assets have been derived by considering the best estimate for the expected long-term real rates of return
and return from the main asset classes.

The estimates of future salary increases, considered in actuarial valuation, take account of inflation, performance, promotion, grades and other relevant factors
such as demand and supply in the employment market.

As Defined Benefit Obligations are relatively long-term in nature. The actuarial assumptions take into account the requirements of the relevant LKAS, coupled with
along-term view of the underlying variables / trends, wherever required.

19.6.1  Sensitivity Analysis

The calculation of the Defined Benefit Obligation is sensitive to the assumptions set out above. The following table summarises how the impact on the Defined
Benefit Obligation at the end of the reporting period would have increased / (decreased) as a result of a change in the respective assumptions by 0.5%, holding
other assumptions constant.

Defined Benefit Obligation

+0.5% -0.5%

Rs.'000s Rs.'000s

Rate of Discount (29,010) 30,580
Future Salary Increase 30,190 (26,010)
Future Pension Increase 3,430 (3,260)
Scaled up Scaled down

by 1year by 1year

Rs.'000s Rs.'000s

Mortality Rates (4,290) 4,330
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19.7

20.

20.1

20.2

The Composition of Insurance Plan Asset is as follows:

Notes to the Financial Statements

2019 2018
Reporting Entity's Own Financial Instruments Nil Nil
Property Occupied by, or Other Assets Used by, the Reporting Entity Nil Nil
The Investment Portfolio of AIA Insurance Lanka Ltd. as at 31 December 2019 2018
Government Securities 51.8% 48.7%
Reverse Repurchase Agreements 6.2% 6.1%
Corporate Debt 27.6% 27.5%
Fixed Deposits 9.7% 13.3%
Equity 3.7% 3.0%
Policy Holder Loans 1.0% 1.4%
100.0% 100.0%
An interim return on Plan Assets of 8.44% was declared by AIA Insurance Lanka Ltd. for the year 2019. (2018 - 8.44%)
Deferred Tax Liabilities
2019 2018
Rs.'000s Rs.'000s
Balance as at 1 January 1,000,725 839,404
Net Charge/ (Reversal) for the Year (Note 20.1) (3,286) 161,321
Balance as at 31 December (Note 20.2) 997,439 1,000,725
Deferred Taxes - Origination/ (Reversal) of Temporary Differences
2019 2018
For the year ended 31 December Rs/000s Rs/000s
Recognised in Statement of Profit or Loss (1,247) 147,867
Recognised in Other Comprehensive Income (2,045) 13,454
(3,286) 161,321
Types of Temporary Differences and the related Tax Effect
2019 2018
Asat 31 December Rs000s Rs000s
Te.mporary Tax Effect Te.mporary Tax Effect
Difference Difference
Property, Plant and Equipment 4,596,723 1,287,082 4,415,690 1,236,393
Retirement Benefit Obligations (308,594) (86,406) (390,700) (109,396)
Other Employee Benefits (413,795) (115,862) (320,725) (89,803)
Inventories and Receivables (312,052) (87,375) (130,246) (36,469)
3,562,282 997,439 3,574,019 1,000,725
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21.  Non-Current Provisions

2019 2018

Rs.'000s Rs.'000s

Balance as at 1 January 289,459 190,220
Provisions / (Reversals) 131,975 99,239
Utilisation / Settlement - -
Balance as at 31 December 421,434 289,459

Non-Current Provisions represent estimates made mainly for probable claims arising out of dispute / litigation pending with the relevant authorities. The
probability and the timing of the outflow with regard to these matters depend on the ultimate settlement /conclusion with the relevant authorities.

22. Non-Current Financial Liabilities

2019 2018

Asat 31 December Interest Rate Maturity Rs.'000s Rs.'000s
Non-Current Lease Liabilities ) )

(Note 12.2.1) 10.1% - 14.0% 2021-2031 91,029 114,954
Loan from Related Party .

(Note 22.1) 10.5% May 2021 1,893,000 1,893,000

1,984,029 2,007,954

221 Loan from Related Party

The Company obtained a loan from the Nestlé Treasury Centre - Middle East and Africa Ltd in May 2018, amounting to LKR 1.89 billion, to partially fund Capital
Expenditure. The interest rate was priced on an arm's length basis and approved by the Related Party Transactions Review Committee meeting held on 22
February 2018.

The loan is free from any foreign currency exposure / fluctuations and is for a duration of three years with a renewal option.

23. Trade and Other Payables

As at 31 December Rs.’f)?)g Rs%)(()):)t:
Trade Payables 2,780,121 2,362,264
Customers’ Credit Balances and Trade Accruals 879,326 806,547
Employee Related Payable 487,736 349,044
Supplier Payables Relating to Capital Expenditure 327,353 625,516
Derivatives - Forward Exchange Contract 9,575 45,483
Other Payables 467,114 445,990

4,951,225 4,634,844

24.  Amounts Due to Related Parties

R
LOTTE - Nestlé (Korea) Co., Ltd 3,022 10,004
Nestec S.A. - 5712
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As at 31 December Rs.’f)?)z Rs%)(()):)g
Nestlé Asean (Malaysia) Sdn. Bhd. - 2,883
Nestlé Australia Ltd. 38,665 94,449
Nestlé Bangladesh Ltd - 24,547
Nestlé Brasil Ltda 413 1,118
Nestlé Business Services AOA, Inc. 477 3,709
Nestlé Cameroun S.A. 9,029
Nestlé Dubai Manufacturing LLC 4,343 1,817
Nestlé France S.A.S. 410 2,608
Nestlé India Ltd 70,705 41,799
Nestlé Japan Ltd 226
Nestlé Manufacturing (Malaysia) Sdn. Bhd. 77,581 259,788
Nestlé Middle East Manufacturing LLC - 304
Nestlé Nederland BV. 3,916
Nestlé Operational Services Worldwide S.A. 14,646 23,965
Nestlé Pakistan Ltd - 177
Nestlé Philippines, Inc. 144,444 287,458
Nestle Product Technology Center, Singen 413
Nestlé Products Sdn. Bhd. 12,133 13,215
Nestlé R&D Centre (Pte) Ltd 291 1,713
Nestlé Singapore (Pte) Ltd 182,433 247,052
Nestlé Suisse S.A. 9,586 14,035
Nestlé Treasury Centre - Middle East & Africa LTD. 22,030 24,652
Nestlé (Thai) Ltd. 4,308 4,272
Nestlé USA Inc. 2,456 172
Nestlé Vietnam Ltd. 836 8,540
Nestlé Waters Management & Technology 582 440
Nestlé Waters Marketing & Distribution S.A.S. - 2,932
Nestrade S.A. 73,145 102,562
PT. Nestlé Indonesia 513
Société des Produits Nestlé S.A. 128,443 132,652
805,046 1,312,575
25. Related Party Disclosure
25.1 Transactions With Related Companies
25.1.1 Recurrent Related Party Transactions
Name of the Company Relationship Nature of Transaction Rs.’f)(())z Rs.’%)(())‘:lg
Cereal Partners Gida Ticaret Affiliate Imports / Re-Export - (1,704)
LOTTE - Nestlé (Korea) Co., Ltd Affiliate Imports (41,531) (27,494)
Nestec S.A. Affiliate Se'rvices R.eceived - (180)
Recoveries [ (Reimbursement) 1,226 (16,111)
Nestlé (PNG) Limited Affiliate Exports 53,305 62,183
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N . 2019 2018
Name of the Company Relationship Nature of Transaction Rs/000s Rs/000s
Exports 47,126 45,628
Nestlé (Thai) Limited Affiliate Reimbursement - (59)
Imports / Re-Export (30,984) (31,962)
) ) - Re-Export (26,575) (15,206)
Nestlé Asean (Malaysia) Sdn Bhd Affiliate
Exports - 93,753
Imports / Re-Export (146,584) (143,187)
. - » Recoveries 61
Nestlé Australia Limited Affiliate . .
Services Received (323,944) (295,922)
Exports 76,749 -
Imports (56,749) (50,033)
Nestlé Bangladesh Limited Affiliate Reimbursement - (336)
Exports 2,319
) ) - Imports (1,398) (1,157)
Nestlé Brasil Ltda Affiliate 5 :
Services Received (108) (8)
Nestlé Business Service AOA Inc Affiliate Services Received (1,884) (4,669)
Nestlé Cameroun Affiliate Imports / Re-Export (14,663) (29,274)
) - Exports 63,526
Nestlé Canada Inc. Affiliate ,
Recoveries 117 -
Nestlé Caribbean Affiliate Exports 10,500 19,137
Nestlé Deutschland AG Affiliate Services Received - (4,876)
Nestlé Dubai Manufacturing LLC Affiliate Imports (16,410) (16,656)
Nestlé France Affiliate Services Received (2,250) (16,922)
Exports 859,487 909,122
o - Recoveries [ (Reimbursement) (1,588) 2,327
Nestlé India Limited Affiliate
Imports (45,151) (79,821)
Services Received (247,853) (111,630)
Nestlé Jamaica Limited Affiliate Exports 118,983 249,057
) o . Exports 70,337 93,733
Nestlé Japan Limited Affiliate
Imports - (2,099)
Imports / Re-Export (988,019) (889,324)
Nestlé Manufacturing (Malaysia) Sdn Bhd Affiliate Services Received (2,956) (4,673)
Exports 20,809 -
Nestlé Middle East FZE Affiliate Exports 1,075,121 1,257,404
Nestlé Middle East Manufacturing Affiliate Reimbursement - (302)
Nestlé Nederlands BV. Affiliate Import (23,298) (25,590)
, . . ) - Reimbursement (7,791) (2,481)
Nestlé Operational Services Worldwide S.A. Affiliate i :
Services Received (45,889) (47,318)
Nestlé Nigeria Plc Affiliate Recoveries 1172 10,203
Nestlé Panama S.A. Affiliate Exports - 5,746
R - Imports / Re-Export (1,728,169) (1,333,625)
Nestlé Philippines, Inc. Affiliate : .
Recoveries / (Reimbursement) 4,023 (2,054)
) - Imports / Re-Export (107,602) (122,819)
Nestlé Products Sdn Bhd Affiliate .
Reimbursement (1,862) (1,523)
Nestlé Products Technologhy Centre Affiliate Reimbursement (410) -
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Name of the Company Relationship Nature of Transaction Rs.’f)(())‘:)i Rs.‘%)(())‘:)?s
Nestlé Purina Petcare India Pvt Ltd. Affiliate Recoveries - 837
) o - Services Received (7,978) (17,535)
Nestlé R & D Centre (Pte) Limited Affiliate -
Reimbursement (180) (520)
Nestlé ROH (Thailand) Limited Affiliate Recoveries - 637
Nestlé Rossiya LLC Affiliate Imports / Re-Export - (4,496)
Nestlé S.A. Parent Dividend Payment / PSUP* (2,506,685) (2,464,327)
Exports 6,796 6,694
o o » Services Rendered - 1,677
Nestlé Singapore (Pte) Limited Affiliate -
Reimbursement (119) (893)
Imports (1,930,905) (1,449,303)
Exports 12,984 17,131
Nestlé Suisse S.A. Affiliate Imports (41,620) (64,963)
Reimbursement (236) -
Nestlé Servicios Corporativos Affiliate Reimbursement (1,747) -
Nestlé Taiwan Limited Affiliate Exports 53,446 53,219
Nestlé Treasury Centre Middle East & Africa LTD Affiliate Loan Interest (201,526) (126,437)
Nestlé Trinidad and Tobago Limited Affiliate Exports 118,958 293,324
) o » Exports 117,388 190,532
Nestlé UK Limited Affiliate
Imports (7,002) -
Nestlé USA Inc. Affiliate Services Received (2,914) (2,957)
. - Imports / Re-Export (9,613) (15,044)
Nestlé Vietnam Ltd. Affiliate
Exports - 188
Imports / Re-Export (30,135) (38,621)
Nestlé Waters Marketing Affiliate Recoveries 2,340 2,307
Services Received - (1,713)
Nestlé Waters Management Affiliate Services Received (575) -
Recoveries 10,615 10,833
Services Rendered 39,798 36,713
Nestrade S.A. Affiliate Exports 299,962 315,820
Services Received (218,619) (155,448)
Imports (22,794) (1,754)
) ) - Imports (9,046) (3,870)
PT. Nestlé Indonesia Affiliate .
Reimbursement (16) (222)
San PellegrinoSP A Affiliate Services Received - (93)
Servcom S.A. Affiliate Services Received - (2,133)
General Licence Fee (1,762,080) (1,783,502)
Société des Produits Nestlé S.A. Affiliate Services Received (1,234)
Reimbursement (4,496) -
Nestlé Zimbabwe (Private) Limited Affiliate Recoveries - 1,816

* Exempted Related Party Transactions as per section 9.5 (b) and (c) of Listing Rules.

Aggregated value of the recurrent Related Party Transactions (excluding exempted Related Party Transactions) as a percentage of gross revenue is 29.11%

(2018 - 26.96%).

Transactions with Related Parties are carried out in the ordinary course of the business and were made on terms equivalent to those that prevail in arm’s length

transactions.
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25.1.2  Non-Recurrent Related Party Transactions

. . Nature of 2019 2018
Name of the Company Relationship Transactions Rs.'000s Rs.'000s
Nestlé Treasury Centre -
Middle East & Africa Ltd. Affiliate Intra Group Loan - 1,893,000
Nestrade S.A. Affiliate Capital Expenditure (41,196) (14,602)

Transactions with Related Parties are carried out in the ordinary course of the business and were made on terms equivalent to those that prevail in arm’s length
transactions.

There were no Non-Recurrent Related Party Transactions which in aggregate value exceeds 10% of the equity or 5% of the total assets whichever is lower of the
Company as per 31 December 2019 audited financial statements.

25.2 Transactions with Key Management Personnel

Key management personnel include all the members of the Board of Directors of the Company having authority and responsibility for planning, directing and
controlling the activities of the Company.

For the year ended 31 December Rs.‘%)(()):)z Rs.’f)(())z

Executive Directors' Emoluments

Short-Term Employee Benefits 151,691 110,123

Share Based Payments 48,751 21,121
200,442 131,244

Non-Executive Director’s Fees 1,800 1,800
202,242 133,044

25.3 Share-Based Payments

The Company participates in the Nestlé Performance/Restricted Stock Unit (PSU/RSU) plan of Nestlé S.A. whereby selected employees are granted non-tradable
stock units with the right to obtain Nestlé S.A. shares or cash equivalents. Performance/restricted stock units are granted to employees vest, subject to certain
conditions, after completion of three years. Upon vesting, Nestlé S.A. determines whether shares, free of charge or cash equivalent to the value of shares, is
to be transferred to the employee. The Company has to pay Nestlé S.A. an amount equivalent to the value of Nestlé S.A. shares on the date of vesting, delivered
to the employee. Accruals are made based on estimates, including the Nestlé S.A. share price, and the period end exchange rate over the vesting period of three
years.

For the year ended 31 December Rs.’f)?)g Rs%)(()):)i
Number of Shares Granted During the Year 2,704 2,745
Weighted Average Fair Value of PSU as at Period End 39,461 30,377
Total Expense Recognised in Statement of Profit or Loss 87,038 33,525
Carrying Amount as at the Reporting Date 120,774 72,582

There are no Related Party Transactions other than those disclosed in Notes 16, 22, 24 and 25
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26. Financial Risk Management

In the course of its business, the Company is exposed to a number of financial risks: credit risk, liquidity risk and market risk (including foreign currency risk and
interest rate risk).

The Board of Directors has the overall responsibility for the establishment and oversight of the Company’s risk management framework. The Company’s risk
management procedures are established to identify and analyse the risks faced by the Company, set appropriate risk limits, and to control and monitor risks to
ensure adherence.

(@) Credit Risk - Credit risk arises when the counterparty may fail to perform its obligation. The risk in this regard arises from trade and other receivables, which
are subject to credit limits and control and approval procedures to minimise the extent of the Company’s financial exposure. Bank guarantees are obtained
where possible to minimise the risk further.

The Company limits its exposure to credit risk by investing only with counterparties that have an existing business relationship at a global level with Nestlé
Group. For all short-term investments, credit rating of the counterparty should be "Investment Grade", as rated by an independent rating agency.

The carrying amount of financial assets represents the maximum credit exposure, which at the reporting date is as follows.

I
Trade Receivables 2,479,423 3,013,622
Loans to Employees 411,477 401,721
Amount Due from Related Parties 434,476 854,134
Other Non-Trade Receivables 62,941 59,549
3,388,317 4,329,026
The Ageing of Trade Receivables as at the reporting date were as:
Not Past Due 2,283,392 2,572,953
Past Due 1-30 Days 152,840 227,611
Past Due 31-60 Days 50,165 70,142
Past Due 61-90 Days 30,892 77,076
Past Due 91-120 Days 6,938 20,940
Past Due More Than 120 Days 85,287 178,823
Impairment of Trade Receivables (130,091) (133,923)
2,479,423 3,013,622

(b) Liquidity risk - Liquidity risk arises when the Company encounters difficulties to meet commitments associated with liabilities and other payment obligations. In the
management of liquidity risk the Company monitors and maintains sufficient backup lines to finance Company's operations. The Company's objective is to maintain a
balance between continuity of funding and flexibility through short-term and long-term borrowings.

The Contractual Maturities of Financial Liabilities are as Follows:

As at 31 December R:%L%s R:%LBOS
o S T2Monts 6 12uonts o
Non-Current Financial Liabilities - - 1,984,029 - - 2,007,954
Trade and Other Payables 4,876,536 74,689 - 4,569,933 64,911 -
Current Financial Liabilities 957,144 30,433 - 1,497,629 26,545 -
5,833,680 105,122 1,984,029 6,067,562 91,456 2,007,954
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(c) Market Risk - The Company is exposed to risk from movements in foreign currency exchange rates, interest rates and market prices that affect its assets,
liabilities and anticipated future transactions.

The Company’s objective is to manage the interest rate risk to minimise the adverse effects of fluctuating interest rates.

The Company is exposed to currency risk on sales, purchases and borrowings that are denominated in foreign currencies, primarily the US Dollar (USD),
Singapore Dollar (SGD), Australian Dollar (AUD), Euro (EUR) and Swiss Franc (CHF).

The exposures are managed within a prudent and systematic hedging policy in accordance with the Company's specific needs.
The Company's objective of market risk management is to manage and control market risk exposure within acceptable parameters, while optimising the
returnand / or cost.

Exposure to Currency Risk

The Company's exposure to currency risk as at the reporting date can be summarised as follows:

Rs.'000s
Asat 31 Dec2019 EUR usD CHF SGD AUD
Receivables 2,361 775,348 - - -
Payables (60,106)  (1,051,124) (27,559) (112,781) (42,130)
Net Financial Position (57,745) (275,776) (27,559) (112,781) (42,130)
Asat31Dec2018
Receivables 2,360 1,405,537 46 - -
Payables (170,673)  (1,275,289) (27,336) (186,976) (97,236)
Net Financial Position (168,313) 130,248 (27,290) (186,976) (97,236)
The following significant exchange rates are applied:

Asat 31Dec2019 31Dec 2018

Rs.'000s Rs.'000s
usb 181.40 182.95
EUR 203.28 209.29
SGD 134.76 134.26
AUD 127.13 129.24
CHF 187.20 185.55
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Sensitivity Analysis

Strengthening / weakening of the EUR / USD / SGD / AUD / CHF against the LKR (Lankan Rupee) would affect the measurement of the financial instruments
denominated in foreign currencies, and the increase [ decrease of profit or loss by the amount shown below.

As at 31 December 2019 Asat 31 December 2018
Strengthening Weakening Profit Strengthening Weakening Profit
Profit or Loss orLoss Profit or Loss orLoss
Rs.'000s Rs.'000s Rs.'000s Rs.'000s
USD (1% movement) (2,758) 2,758 1,302 (1,302)
EUR (1% movement) (577) 577 (1,683) 1,683
SGD (1% movement) (1,128) 1,128 (1,870) 1,870
AUD (1% movement) (427) 421 (972) 972
CHF (1% movement) (276) 276 (273) 273

27. Derivative Assets and Liabilities and Hedge Accounting

Derivative Financial Instruments

Company’s derivatives mainly consist of currency forwards. Derivatives are mainly used to manage exposures to foreign exchange as described in Note 26 (c),
Market Risk.

Derivatives are initially recognised at fair value. They are subsequently re-measured at fair value at each reporting date, with all their gains and losses, realized and
unrealized, recognised in the Statement of Profit or Loss unless they are in a qualifying hedging relationship.

Hedge Accounting

The Company designates and documents the use of certain derivatives as hedging instruments against changes in fair values of recognised assets and liabilities
(fair value hedges) and highly probable forecasted transactions (cash flow hedges). The effectiveness of such hedges is assessed at inception and verified at
regular intervals and at least on a quarterly basis to ensure that an economic relationship exists between the hedged items and the hedging instrument.

Fair Value Hedges

The Company uses fair value hedges to mitigate foreign currency risk of its recognised assets and liabilities. Changes in fair values of hedging instruments
designated as fair value hedges are recognised in the Statement of Profit or Loss.

Cash Flow Hedges

The Company uses cash flow hedges to mitigate foreign currency risks of highly probable forecasted transactions such as anticipated future export sales proceeds
and payments for purchases of goods.

The effective part of changes in fair value of hedging instruments is recognised in the Other Comprehensive Income, while any ineffective part is recognised

in the Statement of Profit or Loss. Ineffectiveness of hedges of foreign currency may result from changes in the timing of the forecasted transactions than was
originally foreseen.
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Notes to the Financial Statements

Derivatives by Hedged Risks

2019 2018
Rs.'000s Rs.'000s

As at 31 December

ConthtuaI Fair Value Fair Value Contraftual Fair Value Fair Value

or Notional s or Notional e

Assets Liabilities Assets Liabilities
Amounts Amounts

Fair Value Hedges
Foreign Currency Risk - - - 24,403 31 -
Cash Flow Hedges
Foreign Currency Risk 2,355,327 15,909 9,575 2,331,906 45,220 45,483

28. Fair Value Measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement
date. When measuring fair value of an asset or liability, the Company uses observable market data as far as possible. Fair values are categorised into different
levels in a fair value hierarchy based on the inputs used in the valuation techniques.

Level 1 : Inputs are unadjusted quoted prices in active markets for identical assets or liabilities.

Level 2 : Inputs are inputs other than quoted prices included within Level 1 that are observable for the asset or liability either directly (i.e. as prices) or
indirectly (i.e. derived from prices).

Level 3 : Inputs are inputs that are not based on observable market data (unobservable inputs).

All Company derivative assets and liabilities are categorised as level 2 in the fair value hierarchy (2018 - level 2)

Cash and Cash Equivalents

The carrying amount of the cash and cash equivalents and balances with banks approximate the fair value, as these are short-term in nature.
Trade and Other Receivables

Trade and other receivables are expected to be settled within one year of the reporting date, hence the discounting impact would be immaterial. Therefore the
carrying amount approximates the fair value as at the reporting date.

Trade and Other Payables

Trade and other payables are expected to be settled within one year of the reporting date, hence the discounting impact would be immaterial. Therefore the
carrying amount approximates the fair value as at the reporting date.

Accounting Classifications and Fair Values
The following table shows the carrying amount and the fair value of financial assets and liabilities, including their values in the fair value hierarchy. It does not

include the fair value information for financial assets and liabilities not measured at fair value, if the carrying amount is a reasonable approximation of fair
value.
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Notes to the Financial Statements

Fair Value - Hedging Instruments

As at 31 December Rs.‘f)(())g Rs.'f)%‘:)?s
Financial Assets
Derivative - Forward Exchange Contract 15,909 45,251
15,909 45,251
Financial Liabilities
Derivative - Forward Exchange Contract 9,575 45,483
9,575 45,483

29. Commitments

Capital Commitments - The capital commitment for the year 2019, which has been approved and contracted for, is Rs. 66 million (2018 - Rs. 411
million).

30. Contingent Liabilities

Income Tax Assessments up to 2019 amounting to Rs. 302 million (Up to 2018 - Rs. 268 million), were issued against the Company for which appeals have been
lodged with appropriate tax authorities. The Company is of the view that provisions are not required as at the reporting date since the Company believes it has
a strong case.

There are no other material contingent liabilities.

31. Events Occurring After the Reporting Date

There were no material events occurring after the reporting date that require adjustment or disclosure in the financial statements, other than the following;

® Aninterim dividend of Rs. 30.00 per share amounting to Rs. 1,611,763,890 was approved on 28 February 2020 by the Board of Directors and will be paid
on 20 March 2020.

® The Board of Directors has proposed a final dividend of Rs. 17.50 per share amounting to Rs. 940,195,603 for the year ended 31 December 2019, subject
to approval by the Shareholders at the upcoming Annual General Meeting of the Company.

32. Comparative Information

Comparative information has been reclassified where necessary to conform to the current year’s presentation.
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Value Added Statement

For the Year Ended 31 December 2019 2018

Rs.'000s Rs.'000s
Revenue 36,355,084 37,336,943
Bought out Goods and Services (23,589,638) (23,913,511)
Net Value Added 12,765,446 13,423,432

Rs.'000s % Rs.'000s %
To Government as Taxes / Duties 6,065,554 47.5% 6,188,554 46.1%
To Em.ployees as Remuneration and Other 2749,964 21.5% 2582.979 19.2%
Benefits
To Lenders as Interest 354,225 2.8% 411,915 3.1%
To Shareholders as Dividends 2,686,274 21.0% 2,686,274 20.0%
Value R'etz?ined with Business including 909,429 72% 1553.710 11.6%
Depreciation

12,765,446 100.0% 13,423,432 100.0%
Analysis of Value Addition Analysis of Value Addition
2019 2018

B To Government as Taxes / Duties [ To Shareholders as Dividends

M To Employees as Remuneration Ml Value Retained with Business including Depreciation

M To Lenders as Interest
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Ten Year Summary

2018

Results 2010 201 2012 2013 2014 2015 2016 2017 Restated 2019

Rs.'000s Rs.'000s Rs.'000s Rs.'000s Rs.'000s Rs.'000s Rs.'000s Rs.'000s Rs.'000s Rs.'000s
Statement of
Comprehensive Income
Revenue 21422984 25575780 28571488 30913413 32,902,885 34702511 36461695 37601472 37,336,943 36,355,084
Profit Before Tax 2,846,771 3,444,267 3,467,713 4083211 4,765,797 5,425,507 5,712,078 4734672 4734672 3,769,894
Taxation (932,052) (814,497) (529,146) (766,466) (978,904)  (1,301183)  (1,313,316)  (1,098,831)  (1,455,656) (1,203,911)
Profit After Tax 1,914,719 2,629,770 2,938,567 3,316,745 3,786,893 4124324 4,398,762 3,635,841 3,485,801 2,565,983
Eg:;l'gff profits Brought 15001 16283 254100 291698 384915 A%6W 512281 613005 1562572 2348711
Super Gain Tax - - - - - (638,365)

Impact of Changes in
Accounting Policies

Profit available for

(13,388)

2029810 2,806,053 3192667 3,608,443 4,171,808 3971513 4911043 4248846 5,034,985 4,914,694

Shareholders
Interim Dividend (644,704) ©(ENT65)  (1719215)  (175.881) (1853528 (149019  (1343137)  (1343137)
Final Dividend (1208823 (2551953 (1289204 (1504313 (1504313  (1611764)  (2149019)  (1343137)  (1,343137)
E::::’a‘f: Profits Carred 6283 254100 291698 384915 A9IG14 513281 613005 1562572 2348711 4914694
Statement of Financial 2016 2017
P“i‘:i : orHinancia 2010 20M 2012 2013 2014 2015 Restted  Restated 2018 2019
osltio R.'000s  Rs.'000s  Rs./000s  Rs.000s  Rs.000s  Rs'000s  Rs.000s  Rs.‘000s Rs.'000s Rs.'000s
Stated Capita 537,255 537,255 537,255 537,255 537,255 537,255 537,255 537,255 537,255 537,255
E:"’eirr'vee‘iEar"i”gsa“d 20981 2806054 3231768 3678403 3550673 3984381 4931931 4263780 5007901 4972354
Non-Current Liabiltes 52273 594713 94419 929020 1155712 1221692 1302044 1495708 3688838 3771842
3000802 3938022 4563442 5144678 5243640 5743328 6771330 6296743 932399 9281451
Represented by:
Non-Current Assets 2074908 4636056 4904154 4810041 5414937 5621039 6409376 8170221 10237243 9755655
Net Current Assets:
Current Assets 3673888 4200657 3739735 5719972 5394992 6501008 6985874 7406314 7421563 7114904
be;;i’“fi“ersre”t (3458994) (4988691  (4079847) (5385435  (5566280) (6378719 (66239200 (9279792 (8334812  (758908)
74894 (698034)  (34071) 334537 (IM297) 122289 361954  (1873478)  (913249)  (474,208)
3000802 3938020 4563442 5144678 5243640 5743328 6771330 6296743 9323994 9281451
g‘;::gg(gs")"a'ket Price per 61142 6438 15407 197875 210500 204950 214411 19133 172603 146432
Earnings per Share (Rs) 3564 48.95 5470 6174 7049 7677 8167 6767 64,88 1776
Dividend Paid / Proposed
s 0008 1853528 2551959 2901175 3223528 3680194 3465292 4298037 2686274 2686274 2,551,959
Dividend per Share (Rs) 3450 4750 5400 60.00 68.50 6450 80,00 50,00 50,00 4750
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Share Information

Analysis of Shareholders According to the Number of Shares Held as at 31 December

2019 2018
Resident Resident
Number of Shares Held Number of Number of Number of Number of
Shareholders Shares % Shareholders Shares %
1-1,000 4,984 664,178 1.24 4,828 659,251 1.23
1,001-10,000 371 965,893 1.80 360 919,793 1.71
10,001 - 100,000 39 1,004,323 1.87 35 923,820 1.72
100,001 - 1,000,000 1 264,404 0.50 1 180,466 0.34
Over 1,000,000 - - - - - -
5,395 2,898,798 5.41 5,224 2,683,330 5.00
Non - Resident Non - Resident
1-1,000 55 13,025 0.02 56 12,895 0.02
1,001-10,000 22 99,177 0.18 21 96,502 0.18
10,001 - 100,000 11 425,580 0.79 12 397,344 0.74
100,001 - 1,000,000 6 1,495,137 2.78 7 1,741,646 3.24
Over 1,000,000 1 48,793,746 90.82 1 48.793,746 90.82
95 50,826,665 94.59 97 51,042,133 95.00
Total Total
1-1,000 5,039 677,203 1.26 4,884 672,146 1.25
1,001 -10,000 393 1,065,070 1.98 381 1,016,295 1.89
10,001 - 100,000 50 1,429,903 2.66 47 1,321,164 2.46
100,001 - 1,000,000 7 1,759,541 3.28 8 1,922,112 3.58
Over 1,000,000 1 48.793,746 90.82 1 48.793,746 90.82
5,490 53,725,463  100.00 5,321 53,725,463 100.00
2019 2018
Number of Number of
Categories of Shareholders Shareholders  Number of Shares Shareholders Number of Shares
Individual 5331 2,383,937 5177 2,331,602
Institutional 159 51,341,526 144 51,393,861
Total 5,490 53,725,463 5,321 53,725,463
Market Prices Per Share 2019 (Rs.) 2018 (Rs.)
Highest 29 January 1,750.00 23 February 1,899.00
Lowest 22 November 1,150.00 1 November 1,600.00
31 December 1,299.80 1,700.00
Public Holding as at 31 December 9.18% 9.18%
Number of Shareholders Represented by the Public Holding 5,488 5319

The Directors of the company hold no shares in the Company except for Mr. Mahendra Dayananda, who holds 1,000 shares as at period closing (previous year

end 1,000 shares).

Float Adjusted Market Capitalisation as at 31 December 2019 : Rs. 6,410,610 (Rs'000). As the float adjusted market capitalization is over Rs. 5 billion, Nestlé
Lanka PLC complies under option 3 of Rule 7.13.1 (a) of Listing Rules.
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Share Information

List of 20 Major Shareholders Based on the Number of Shares Held as at 31 December

No. Names 2019 % 2018 %
1T Nestlé S.A. 48,793,746  90.82 48,793,746 90.82
2 Citibank New York S/A Norges Bank Account 2 493,037 0.92 493,037 0.92
3 Srilanka Insurance Corporation Ltd-Life Fund 264,404 0.49 180,466 0.34
4 RBC Investor Services Bank-Coeli Sicav |-Frontier Markets Fund 251,742 0.47 308,500 0.57
5  Deutsche Bank Ag-London 250,000 0.47 250,000 0.47
R
7 SSBT - Deustche Bank AG Singapore A/C 1 155,600 0.29 155,600 0.29
8  SSBT - Al Mehwar Commercial Investments L.L.C 144,758 0.27 148,000 0.28
9  Employees Provident Fund 100,000 0.19 100,000 0.19

10 SEBAB - Tundra Sustainable Frontier Fund 98,293 0.18 0 0

11 IL:JSr:(()j? Assurance PLC / Account No. 5 (Unit-Linked Life Insurance Fund - Equity 82,311 0.15 74,551 0.14

12 BNYH Re-Ghi Holdings Maruitius 75,000 0.14 75,000 0.14

13 SSBT - Frank Russel Trust Company Comingled Benefit Funds Trust GNA-6QH3 72,040 0.13 72,040 0.13

14 Jasbinderjit Kaur Piara Singh 71,300 0.13 69,300 0.13

15  Colombo Investment Trust PLC 50,904 0.09 50,904 0.09

16 Xgﬂjgﬁ{‘cﬁﬂiﬂhﬁ 45000 008 45000 008

17 Anil Kumar Lalchand Hirdaramani 42,500 0.08 42,500 0.08

18  Radhakrishnan Maheswaran 36,671 0.07 36,671 0.07

19 Radhakrishnan Meenambigai Priyadarshini 36,667 0.07 36,667 0.07

20  Radhakrishnan Andal 36,667 0.07 36,667 0.07
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MAKING
MY SRI LANKA
MORE SUSTAINABLE -

Driving sustainable
consumption

“Nestlé, the Tetra Pak company and other
stakeholders are pioneering Sri Lanka’s first UHT
milk carton recycling facility.

We are also forming an alliance to collect,
segregate and recycle our relevant packaging

and sampling cups, and drive awareness and

education consumer campaigns on environment-
friendly packaging disposal.”

Shashiprabha Sooriarachchi
- Regulatory Affairs
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Notice of Meeting

Notice is hereby given that the Thirty Ninth (39™) Annual General Meeting of Nestlé Lanka PLC will

be held at the "Wellness Café’ of the Nestlé Lanka PLC Head Office at No. 440, T. B. Jayah Mawatha,
Colombo 10, on Tuesday 21 July 2020 at 10.00 a.m., via audiovisual means for the following

pUrposes:

Agenda

1. Toreceive and consider the annual report of the Board of Directors on the
affairs of the Company, Independent Auditors’ report and the financial

statements for the year ended 31 December 2019.

2. Toapprove afinal dividend of Rs. 17.50 per share for the year ended 31
December 2019, as recommended by the Board of Directors.

3. Tore-electas Director Mr. David Steven McDaniel, in terms of Article 64

of the Articles of Association.

4. Tore-elect as Director Mr. Gurcharan Grover, in terms of Article 56, 57

and 58 of the Articles of Association.

5. Tore-elect as Director Mr. Ranjan Seevaratnam, who is over the age of
70 years and retires at the forthcoming Annual General Meeting, interms
of Section 210 of the Companies Act No. 07 of 2007, by passing the
following ordinary resolution in terms of Section 211 of the Companies

Act No. 07 of 2007:

“Resolved that Mr. Ranjan Seevaratnam, who is 76 years of age, be and is
hereby re-elected as a Director of the Company. It is hereby resolved and
declared that the age limit of 70 years referred to in Section 210 of the
Companies Act No. 7 of 2007 shall not apply to the said Director”

6.  Tore-electas Director Mr. Mahen Dayananda, who is over the age of 70
years and retires at the forthcoming Annual General Meeting, in terms

www.nestle.lk | Enhancing quality of life and contributing to a healthier future

of Section 210 of the Companies Act No. 07 of 2007, by passing the
following ordinary resolution in terms of Section 211 of the Companies
Act No. 07 of 2007:

“Resolved that Mr. Mahen Dayananda, who is 73 years of age, be and is
hereby re-elected as a Director of the Company. It is hereby resolved and
declared that the age limit of 70 years referred to in Section 210 of the
Companies Act No. 7 of 2007 shall not apply to the said Director”

To appoint the Auditors M/s. Earnst & Young as Independent Auditors
in place of KPMG and to authorise the Directors to determine their
remuneration.

By Order of the Board.

NESTLE LANKA PLC

=

Keerthi Pathiraja
Company Secretary

9 June 2020



Note;

1.

a)

In the interest of protecting public health and facilitating compliance
with the Health and Safety guidelines issued by the Government of
Sri Lanka, the Thirty Ninth (39®) Annual General Meeting of Nestlé
Lanka PLC will be a virtual meeting held by participants joining through
audio or audiovisual means or through their duly appointed proxy in the
manner specified below:

The Board will make necessary arrangements for Shareholders who wish
to participate inthe AGM virtually by ensuring that the login information
will be forwarded to them prior to the date of the AGM in the form of
a audio/video link. In order to enable such a facility, Shareholders who
wish to participate in the AGM are requested to forward their details as
per the attached form hereto 07 days prior to the AGM.

The AGM will be held in line with the guidelines issued by the Colombo
Stock Exchange and as per applicable laws. The AGM is scheduled on
the assumption that no curfew will be in force on the AGM date and that
there would be no restriction imposed by the authorities on conducting
of meetings.

Shareholders will be required to use internet with adequate speed to
avoid any disturbance during the meeting.

Shareholders connecting from mobile devices, tablets or laptops via
mobile hotspots may experience audio/video loss due to fluctuations
in their respective networks. It is therefore recommended to use stable
Wi-Fi or LAN connections to mitigate any kind of aforesaid glitches.

Attendance of the Chairman and the Board of Directors:

The Chairman, Managing Director, other members of the Board of
Directors, Company Secretary, and Auditors will be present at the
‘Wellness Café’ of Nestlé Lanka PLC, No. 440, T. B. Jayah Mawatha,
Colombo 10, at 10.00 a.m. on Tuesday 21 July 2020.

Shareholder participation:

The Shareholders are requested to appoint any Director of the Company
of their choice as their proxy to represent them at the meeting.

b)

Notice of Meeting

The Shareholders who wish to participate at the meeting will be able
to join the meeting through audio or audiovisual means. To facilitate
this process, they are required to forward their e-mail addresses to
keerthi.pathiraja@lk.nestle.com or by facsimile to +94 11 4 794 520
or by post to the Company Secretary at No. 440, T. B. Jayah Mawatha,
Colombo 10, no less than seven (07) days prior to the date of the meeting
so that the meeting login information could be forwarded to the email
address furnished.

To facilitate the appointment of proxies, the Form of Proxy is attached
with the Notice of Meeting. The duly filled Forms of Proxy are
required to be forwarded to the Company Secretary via e-mail to
keerthi.pathiraja@lk.nestle.com or by facsimile to +9411 4 794 520 or
by post to the registered address of the Company at No. 440, T. B. Jayah
Mawatha, Colombo 10, no less than forty eight (48) hours before the
time fixed for the meeting.

Shareholders’ queries:

If the Shareholders wish to raise any queries/questions during
the meeting, they are advised to forward them via e-mail to
keerthi.pathiraja@Ik.nestle.com or by facsimile to +94 114 794 520 or
by post to the registered address of the Company at No. 440, T. B. Jayah
Mawatha, Colombo 10, no less than seven (07) days prior to the date of
the meeting, so that the Company Secretary will be able to compile the
queries and forward them for the attention of the Board of Directors to be
discussed at the meeting.

The annual report of the Company for the year ended 31 December
2019 will be available for perusal on the Company website on

https://www.nestle.lk/investors/key-facts-and-figures, and the Colombo

Stock Exchange website on www.cse.lk
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Form of Proxy
Nestlé Lanka PLC

... being a member / members of the above named Company, hereby appoint Mr. Suresh
Narayanan (whom failing), Mr. Fabrice Cavallin (whom failing), Mr. Gurcharan Grover (whom failing), Mr. Mahen Dayananda (whom failing), Mr. Ranjan
Seevaratnam (whom failing), Mr. Dian Gomes (whom failing), Mr. David Steven McDaniel as my/our proxy to represent me/us and vote for me/us on my/our behalf
at the Thirty Ninth (39™) Annual General Meeting of Nestlé Lanka PLC to be held on Tuesday 21 July 2020 at 10.00 a.m., or at any adjournment thereof.

For

Agenda / Resolution

Against

1. Toreceive and consider the annual report of the Board of Directors on the affairs of the Company, Independent Auditors’ report and the
financial statements for the year ended 31 December 2019.

2. Toapprove afinal dividend of Rs.17.50 per share for the year ended 31 December 2019 as recommended by the Directors.
3. Tore-electas Director Mr. David Steven McDaniel, in terms of Article 64 of the Articles of Association.

4.  Tore-electas Director Mr. Gurcharan Grover, in terms of Article 56, 57 and 58 of the Articles of Association.

O O
NN .

5. Tore-electas Director Mr. Ranjan Seevaratnam, who is over the age of 70 years and retires at the forthcoming Annual General Meeting,
in terms of Section 210 of the Companies Act No. 07 of 2007, by passing the following ordinary resolution in terms of Section 211 of
the Companies Act No. 07 of 2007:

“Resolved that Mr. Ranjan Seevaratnam, who is 76 years of age, be and is hereby re-elected asa Director of the Company. It is hereby
resolved and declared that the age limit of 70 years referred to in Section 210 of the Companies Act No. 7 of 2007 shall not apply to
the said Director”

[]
[]

6.  Tore-electas Director Mr. Mahen Dayananda, who is over the age of 70 years and retires at the forthcoming Annual General Meeting,
in terms of Section 210 of the Companies Act No. 07 of 2007, by passing the following ordinary resolution in terms of Section 211 of
the Companies Act No. 07 of 2007:

“Resolved that Mr. Mahen Dayananda, who is 73 years of age, be and is hereby re-elected as a Director of the Company. It is hereby
resolved and declared that the age limit of 70 years referred to in Section 210 of the Companies Act No. 7 of 2007 shall not apply to
the said Director”

7. Toappoint the Auditors M/s. Earnst & Young as Independent Auditors in place of KPMG and to authorise the Directors to determine
their remuneration.

[ O N0 SON— NICNO: cooccvecervererccrirrereeee SIGNEA ONENIS: covccvcsvcsieceeee DAY O o

Signature

NESTLE LANKA PLC
39t Annual General Meeting 2020
Registration of Shareholders Details for Virtual AGM

Please provide the following details (mandatory):

NIC /PP [ Company Registration No. of the Shareholder/s :.........cccocvervverrrnrrrnrrnenns
Folio No.

E-mail address of the Shareholder/s
(other than a Director appointed as proxy)

Contact - Mobile/Fixed

Instructions as to the completion

1. Kindly perfect the form of proxy legibly by filling in your full name and address in In the absence of any specific instructions as to voting, the proxy may use his/her
the spaces provided, along with the date and your signature. discretion in exercising the vote on behalf of his appointor.

2. Ifthe proxy form s signed by an Attorney, the related Power of Attorney should also The completed form of proxy should be sent  via e-mail to
accompany the completed form of proxy for registration, if it has not been already keerthi.pathiraja@lk.nestle.com or by facsimile to +94 114 794 520 or by post to
registered with the Company. the registered address of the Company at No. 440, T. B. Jayah Mawatha, Colombo

3. Ifthe Shareholder is a Company or Corporate Body, the proxy form should be 10, noless than 48 hours before the time appointed for holding the Annual General

executed under its common seal in accordance with its Articles of Association or
Constitution

www.nestle.lk | Enhancing quality of life and contributing to a healthier future
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Corporate Information

Name of Company : Nestlé Lanka PLC

Registered Office and Head Office : 440, T. B. Jayah Mawatha,
Colombo 10, Sri Lanka

Tel: (+94 11) 2696 304,2 697 821,2 699991
Fax: (+9411) 2 699 437

E-mail: info.srilanka@lk.nestle.com
Website: www.nestle.lk

Legal Form: A public quoted Company with limited liability, incorporated in Sri Lanka on 29 January 1981 and
listed on the Main Board of the Colombo Stock Exchange.

Company Registration Number : PQ20
Company Secretary : Keerthi Pathiraja
Nestlé Lanka PLC Certifications: FSSC 22000 version 4.1. (Food Safety System Certification)

IS0 9001:2015 (Quality Management System)
ISO 14001:2015 (Environmental Management Systems)
ISO 45001:2018 (Occupational Health and Safety Management System)

SLS Certification for Nestomalt Malted Food, Nestlé a+ Standardised Milk, Ceregrow and Cerelac
Cereal Based Foods for infants and young children, Milkmaid Sweetened Condensed Milk, Nespray
FortiGrow Full Cream Milk Powder, Nespray Nutri-Up and Nescafé Ice Coffee Flavoured Milks,
Maggi Coconut Milk Powder and our entire Maggi noodle range.

Environmental Protection Licence No: 345/2020 R18

Halal Certification

Registrars: M/s. SSP Corporate Services (Pvt) Ltd.
101, Inner Flower Road,
Colombo 3, Sri Lanka

Tel: 0112573 894,2576 871

Legal Advisors : Keerthi Pathiraja, Attorney-at-Law
D.L. & F. De Saram (Attorneys-at-Law)
Julius & Creasy (Attorneys-at-Law)

Auditors: KPMG (Chartered Accountants)

Bankers: Citibank, N.A.
Commercial Bank
Hatton National Bank
The Hongkong and Shanghai Banking Corporation Limited
Standard Chartered Bank

Financial Year: 1 January to 31 December
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MAKING
MY SRI LANKA
MORE SUSTAINABLE

Stewarding resources for
future generations

We joined hands with the Ministry of Education
and Central Environment Authority (CEA) to
raise awareness on proper waste management
in schools. Through this partnership, the CEA
educates school environmental societies to
spread awareness on this worthy cause. We
have also donated waste management units to
establish a proper collection and segregation
system within school premises, and hope to
reach 150,000 school children across 50
schools by end 2020.
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