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My Nestlé, My Sri Lanka

For over 115 years, we have been
doing good by delivering on our
promise of ‘Good food, Good life’
and becoming an integral part of
Sri Lankan lives. Through our diverse
food and beverage portfolio, which
caters to our consumers from early
childhood to old age, we have helped
‘unlock the power of food to enhance
quality of life for everyone, today and
for generations to come’. We are here
together for good - for our families,
our communities, and our planet, and
this report is a reaffirmation of our
commitment.
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Good For
My Family

We are nourishing Sri Lanka by offering tastier and
healthier products and inspiring Sri Lankans to live
healthier and happier lives. We are committed to
catering to the nutritional needs of our consumers
across generations, from early childhood to old age
through our diverse food and beverage portfolio. We
continuously strive to reduce public health sensitive
nutrients and add more positive ingredients like whole
grains, fibre, fruits, vegetables, and spices to our
products. We also fortify our products where relevant
with essential micronutrients that are deficient in the
local diet. Last year, we also accelerated our efforts
to locally source as many ingredients as possible. In
addition, we conduct several initiatives to educate,
inspire and create awareness on healthy living, to
help our consumers be healthier and happier.

Good For
My Community

We are uplifting Sri Lankan communities by supporting
livelihoods of local farmers, empowering youth and
fostering diversity and inclusion across our value chain.
As one of Sri Lanka’'s largest collectors of fresh milk,
we support the livelihoods of over 13,000 dairy farmers
and help them improve their yield and quality through
our Dairy Development Programme. Being one of the
largest exporters of Coconut Milk Powder, we support
over 8,000 local, medium and large-scale coconut
farmers through the procurement of fresh coconuts.
In addition, we offer free hybrid coconut plantlets
and technical assistance to encourage coconut
cultivation among 4,000 rural farmers and home-
growers through our Nestlé Coconut Plan. Further, we
empower Sri Lanka’s youth by enhancing employability
and supporting them to reach their potential through
initiatives conducted under the Nestlé Needs YOUth
programme. We also have programmes in place to
promote gender balance and the inclusion of diverse
people in our workforce.
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Good For
My Planet

We are making Sri Lanka more sustainable by helping
tackle plastic pollution, acting on climate change
and caring for water. We have accelerated our
journey towards net zero while striving to advance
regenerative food systems at scale. Working from
farm to table, we have actioned several initiatives
to tackle plastic pollution by moving to recyclable
or reusable packaging and helping to create a
circular economy. Last year, we switched to paper
straws for our Ready-to-Drink products and helped
establish a collection infrastructure and recycling
facility for aseptic beverage cartons in Sri Lanka. We
also continue to work with government and private
institutions to galvanize behavioural change towards
caring for our planet. Further, we are proud to say
that, while we increase our production capacity every
year, we take every effort to continuously reduce the
use of resources such as energy and water and the
emission of harmful gases, by investing in the latest
technologies and innovations.
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A Force For Good

Guided by our company’s purpose and values, we
are proud to have been a consistent Force for Good
for over 115 years, by enhancing the quality of life of
every Sri Lankan we touch. Through good and trying
times, our contribution towards a sustainable and
resilient Sri Lanka has never wavered. We constantly
aim to push the boundaries of what's possible with
food and beverages and are committed to do good
for everyone — our families, communities, and the
planet. We do this by —

« Offering tastier and healthier products

« Inspiring people to live healthier lives

« Supporting livelihoods of local communities
« Enhancing youth employability

« Fostering diversity and inclusion

« Tackling plastic pollution

« Caring for water and acting on climate change



Our Performance
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Innovations and Renovations

We explored new opportunities to
address shifts in conswmer behaviour

and, preferences, and adapted our
portfolio to create new and improved

experiences to delight our conswmers.

MAGGI Papare Spicy Chicken Flavour Noodles

Our newest entrant, MAGGI Papare Spicy Chicken Flavour
Noodles, is filled with the spicy and flavourful combination
of garlic, chilli, and pepper, and our much-loved chicken and
onion flavour. In addition to its delicious taste, MAGGI Papare
Spicy Chicken Flavour Noodles is also enriched with calcium
and is free of artificial flavours and artificial colours.

MAGGI Organic Liquid Coconut Milk

We launched MAGGI Organic Liquid Coconut Milk to share
the experience of organic goodness and naturality in everyday
cooking. Made of 100% organic coconuts sourced from
organic certified coconut farms in Sri Lanka, this authentic,
creamy coconut milk liquid has no added preservatives,
colours, and flavours. MAGGI Organic Liquid Coconut Milk
is also certified by the Control Union in Sri Lanka, the first
accredited certification body in the country to grant Sri Lanka
organic certifications and guarantee the organic integrity of
products.

NANGROW INFINIpro HA

NANGROW INFINIpro HA is our new Milk Formula for
children aged 1-3 years. It continues our nutrition solutions
beyond Infant Formula and is enriched with Omega 3 and 6,
Oligosaccharides, Probiotics and Iron.

Localization of raw materials and ingredients

In adapting to shifts in consumer behaviour and preferences,
we strengthened our localization of raw materials and
incorporated more local, indigenous ingredients in our
products.

Accelerating home-grown innovation through
Idea Innovation Challenges

We were delighted to launch an Open Innovation Challenge
in partnership with Hatch for local innovators and leading
Universities to conceptualize breakthrough ideas on nutrition
and sustainability, with the aim of making a genuine difference
for Sri Lanka.
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Awards and Accolades

Best Corporate Citizen Sustainability Awards

We were recognized for our efforts to do good for our planet
at the Best Corporate Citizen Sustainability Awards 202 1. Our
awards were in the categories of Corporate Environmental
Commitment, Environment Beyond Business, and the
Triple Bottom Line Award on Environmental Sustainability
for the best performance in the Planet Pillar. We were also
recognized as one of the Top 10 Corporate Citizens of Sri
Lanka in 2021.

Sri Lanka National Quality Awards

Our commitment towards quality as a non-negotiable
priority was recognized at the Sri Lanka National Quality
Awards 2020 organized by the Sri Lanka Standards
Institution (SLSI). We were awarded the winner in the
Manufacturing (Large) Category.
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24t Presidential Export Awards

Our win as ‘Best Exporter” in the Coconut Kernel Sector for
2020/21 at the 24" Presidential Export Awards reaffirmed
our contribution towards the national economy.
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LMD Most Loved Brands

Nestlé's flagship brands MILO and NESTOMALT climbed
the ranks in the ‘Most Loved Brands 2021" LMD listing.
MILO moved up one rank and secured number 12,
establishing its position as the leading Beverage brand,
while NESTOMALT moved up by two positions to secure
number 13. The ‘Most Loved Brands 2021’ ranking covers
a total of 125 brands from diverse categories, and our
household favourite MAGG| and NESCAFE were also
included in the list.



Chairman’s Message

Our presence in
Sri Lanka for

over 115 years
reaffirms our long-
term commitment
to do good for

our families, our
communities,

and our planet.
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-

Suresh Narayanan
Chairman

NESTLE LANKA PLC

Dear Shareholders,

2021 brought about new challenges for our company
to navigate through. Yet at the same time, we unlocked
opportunities that enabled us to deliver extraordinary
results and win as a team, together with our consumers,
customers, business partners, and other stakeholders.

Our presence in Sri Lanka for over 115 years demonstrates
our long-term commitment to the country. We have
gathered deep insights and innovated for a healthier and
greener Sri Lanka while adapting to a fast-paced digital
landscape. Throughout, we have stayed true to our
promise of ‘Good food, Good life’, and focused our efforts
on unlocking the power of food to enhance the quality of
life for everyone, today and for generations to come.

The pandemic posed many challenges, but we continued
undeterred in our journey to deliver high quality, safe,
locally made products and services to our consumers. Our
front liners’ commitment and perseverance during the third
COVID wave was truly commendable, and we attribute
our exceptional performance to them. The dedication of
our employees, suppliers, distributors, and other partners
in our ecosystem has been integral to sustaining our
operations across our value chain, and for this, we are truly
grateful. We also extend our heartfelt appreciation to you,
our shareholders, for continuing to place your trust in us.

In 2021, we delivered strong results in growth and
profitability. | am happy to note that all our business
categories did well, and our Export and Out-of-Home
businesses that were impacted by the pandemic
demonstrated resilience in recovering by Q4 2021. Based
on these results, the Board of Directors has approved an
interim dividend of Rs. 20.00 per share and proposed
a final dividend of Rs. 35.00 per share, subject to the
approval of shareholders at the upcoming Annual General
Meeting.

As we look towards 2022, supply chain constraints and
its associated economic impacts continue to prevail in Sri
Lanka. As we have in the past, however, we will continue
our focus towards a balanced and sustainable growth and
stay the course with our purpose-driven values.

Annual Report 2021

Our work towards being a Force for Good resonates across
our entire footprint, from innovating our portfolio to meet
nutritional needs through good food and beverage choices,
inspiring our consumers to lead healthier lives, delivering
on our commitments in doing good for our communities,
and working towards stewarding resources for future
generations. We are grateful to have the opportunity to
empower people with good quality of life that we believe
will help create a ripple effect of goodness across our entire
value chain. As we move forward, our journey will continue
to be in alignment with the company values, guiding us to
do good as we have in the past.

Our commitments to protect our planet have made
significant progress over the past year, globally and in Sri
Lanka. Nestlé Lanka was recognized for our contribution
to do good for our planet, as well as for our consumers
and community at the Best Corporate Citizen Sustainability
Awards 2021. We have accelerated our journey towards
net zero and have made progress in our efforts to tackle
plastic pollution. | am also proud to note that our transition
to paper straws for our Ready-to-Drink products marked
the beginning of ourambitious lineup of initiatives to protect
our planet. We are cognizant of the work to be done in
2022 and will strive to be a Force for Good in contributing
towards healthier families, empowered communities, and
a greener Sri Lanka.

il

-

Suresh Narayanan
Chairman

NESTLE LANKA PLC
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Managing Director’s
Review

Our deep understanding

of our consumers,

our commitment to
uplift communities

and protect our planet
have helped us make

a lasting difference for
over 115 years. We will
continue to stay true to
our promise of ‘Good
food, Good life’, and
aspire to be a Force for
Good in Sri Lanka.

!
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Jason Avancefia
Managing Director

NESTLE LANKA PLC

Dear Shareholders,

2021 was accompanied with its share of challenges. From
navigating through a prolonged lockdown to adapting with
agility to the 'new normal’, we built on the strong base
achieved in the past year and stepped up our performance
to deliver solid results.

Having navigated through the pandemic and its challenges,
we continued to rally our teams and our stakeholders
across our value chain to deliver on our commitments.
With the third wave taking a severe toll on the local market
with an extended lockdown and increasing pressure
on our front liners, it was important to adapt and deliver
products and services with agility to address people’s
needs. Through all this, | am glad to say that the health
and safety of our employees and our trade and business
partners was our topmost priority, and we took extensive
measures to safeguard their health and wellbeing.

Our early learnings on the new reality and a deep
understanding of consumer shifts and trends in a pandemic
enabled us to relook at our strategies for our portfolio and
channels through a focused and flexible Route-to-Market
model. We amplified our digital presence as part of our
omni-channel communication strategy and took great
measures to tune into the pulse of our consumers for a
better understanding of their evolving needs.

Our past experiences have taught us that proactive action
was imperative to continue our operations with minimum
disruptions, amidst global transportation bottlenecks and
challenging conditions in logistics. We also experienced
increasing commodity prices and fluctuations of the
exchange rate, followed by the impact of forex liquidity in
the second half of the year. | am happy to say that our quick
decision-making enabled us to ensure a continuous supply
of our products, whilst delivering value to our stakeholders.

As a result of these measures and the continued efforts
of our employees, our domestic retail sales experienced a
solid double-digit growth in 2021. | am happy to note that
both our Exports and Out-of-Home business segments
demonstrated a strong comeback in growth in Q4, with
the removal of the lockdown in Sri Lanka.
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My Nestlé, My Sri Lanka

We continued to leverage on our platform ‘My Nestlé, My
Sri Lanka’, strengthening our deeply rooted bond with Sri
Lanka spanning over 115 years. ‘My Nestlé, My Sri Lanka’
stems from our Creating Shared Value agenda and the
work we do to positively impact Sri Lanka in three ways.
This includes 'Good For My Family', where we offer tastier
and healthier choices from early childhood to old age and
inspire Sri Lankan families to lead healthier lives; 'Good
For My Community', where we support livelihoods in the
coconut and dairy farming communities and empower
youth to reach their potential; and 'Good For My Planet’,
where we are committed to tackling plastic pollution
and climate change and ensuring that our actions have a
positive impact on the planet.

Good For My Family

We explored new opportunities to address shifts in
consumer behaviour and preferences. Our efforts included
driving the use of more local, indigenous ingredients in
our products. We further delivered 935 million servings of
fortified products to address the nutritional deficiencies in
Sri Lanka.

In 2021, we expanded the MAGGI portfolio by launching
MAGGI Organic Liquid Coconut Milk, promoting our
assurance of naturality, and introduced MAGGI Papare
Spicy Chicken Flavour Noodles to meet local consumer
preferences. We also launched the online Nestlé Choose
Wellness Nutri-Corner to offer free BMI checks, health
assessments, and nutritional advice. Notably, we were one
of the first F&B companies in Sri Lanka to be SLS certified
in COVID-19 Safety Management Systems, giving our
consumers the assurance of healthy and quality food for
their wellbeing during these unprecedented times.

| am also happy to note that we were recognized as an
award winner in the Manufacturing (Large) Category at
the Sri Lanka National Quality Awards 2020 organized by
the Sri Lanka Standards Institution (SLSI), reaffirming our
commitment towards quality as a non-negotiable priority.

Good For My Community

We launched the fifth phase of the Nestlé Coconut Plan,
bringing our total beneficiaries to 4,000 coconut farmers,
while continuing to closely work with our network of over
8,000 coconut farmers throughout the year. We were
significantly awarded the ‘Best Exporter’ in the Coconut
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Kernel Sector for 2020/21 at the 24" Presidential Export
Awards for our contribution towards the national economy.
Our work towards 13,000 local dairy farmers included
facilitating the first commercial silage enterprise in the
North Western Province, to provide nutritious cattle feed
and mini coolers for an increased yield of fresh milk.
Our contribution to support our local communities was
approximately Rs. 8.4 Bn in 2021 and benefitted over
25,000 coconut and dairy farmers in total.

We also partnered Hatch and local universities to conduct
an Open Innovation Hackathon Challenge to accelerate
homegrown innovations on nutritious products and green
initiatives. This was conducted in line with our efforts to
empower youth and collaborate with purpose-driven
innovators for a healthier, greener Sri Lanka.

In 2020/21, our Nestlé Needs YOUth programme reached
over 26,000 young people via virtual platforms, improving
their employability, and empowering their journey towards
a successful career as well.

Good For My Planet

In line with our commitment to make our packaging 100%
reusable or recyclable by 2025, I'm proud to note that our
much-loved MILO Ready-to-Drink (RTD) switched to paper
straws in 2021, making it the first RTD beverage in Sri
Lanka to offer consumers the more sustainable alternative
of paper straws. This enabled us to eliminate 90 million
plastic straws a year while making MILO packaging 100%
recyclable. As at now, we have made promising progress
with 80% of our total packaging by weight recyclable and
we will continue our efforts to fully achieve this goal.

In our journey towards circularity, we have also been
working towards strengthening the collection and recycling
infrastructure of our packaging. To this end, we helped
set up a facility for recycling aseptic beverage cartons
in support with Tetra Pak and Eco Maximus. In addition
to recycling MILO RTD packs, the plant will also support
the recycling efforts of the entire aseptic beverage carton
industry in Sri Lanka in due course.

We were recognized for our efforts to do good for

our planet at the Best Corporate Citizen Sustainability
Awards 2021. We took home awards in the categories
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of Corporate Environmental Commitment, Environment
Beyond Business, and the Triple Bottom Line Award on
Environmental Sustainability for the best performance in
the Planet Pillar. We were also significantly recognized as
one of the Top 10 Corporate Citizens of Sri Lanka in 2021.

Our extraordinary performance and positive impact last year
was the contribution of many. | want to extend my heartfelt
appreciation to our employees for their commitment and
perseverance, for ensuring that our consumers’ needs
were met through the goodness of food. Our performance
was strong, and our teamwork to achieve this is inspiring.
We could not have journeyed the past year alone and we
are truly grateful to our consumers and business partners
who have stayed by our side. | also extend my heartfelt
appreciation to you, our shareholders, for continuing to
place your trust in Nestlé and for rallying with us as we
continue forward to be a ‘Force for Good.'

2022 will prove to be challenging but if there's one
thing we have learnt in the past is that we are resilient
and determined in the face of adversity. Our deep
understanding of our consumers, our commitment to uplift
communities and protect our planet have helped us make
a lasting difference for over 115 years. As we prepare for
the challenges and opportunities ahead, we will embrace
innovation, new technologies, and aspire to deliver the
right solutions to delight our consumers. We will forge
ahead in our commitments of tackling plastic pollution
and climate change. | am confident that we will continue
to stay true to our promise of ‘Good food, Good life’, and
aspire to be a 'Force for Good' by unlocking the power of
food to enhance the quality of life for everyone, today and
for generations to come.

,,r\
Jason Avancefia
Managing Director

NESTLE LANKA PLC
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e30Eshes 889wy 985 RID Bdocm»  gegc®
oFde B8e® wy gBofgwdeas BS8e® @LBENMEE eHI ¢
gued wsvewivs ERSY. ©®, Tetra Pak ew» Eco Maximus
200 wO® P30 Seddndams BE I ¢d® BOZwIem
rEtImes 889500 a8 8wdd 8. ve8xs ©8ecs RTD
OEO qO@mOD, BT aENODEEE & Coed Bog Dudlndencs
BE 0 Gego® sBOfwoens B0 » B0y g.
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goed ©bed B8 8wdd, 2021 ec® oS GoOE
Boewd ©w@@i» cegeGEt ¢ qod@0 @iy Do, P
088 »d® (Corporate Environmental Commitment),
Dpoowdemens’ O ©8wdn @od® (Environment Beyond
Business) wz» 300538 Sogpes oy, ©bednm SB0ed®idan
8€ac 5550 aow (Triple Bottom Line Award on Environmental
Sustainability) ©®@®im»es 48 0088, de®® 2021 Dwd RE
B oD 0c® @nSn HooBes 10 ecxn i o8
OO0 ¢ emtec ©B@0® w3 Be.

s Dewel g Do me 9ded8 woBo wgos 83 gw
eNewI®es. ©ggemid  bewiBm  @davm  HBO0CO
OB ¢owrd G VYO wds wOBE Bw wde®
@0 B0 g0 B gued ITEOBNEEO @ed v 88 LnBs
B8508. goedl mBeeidmns asBes g @nd, & eew meBtn®
»1Bed®s3 gnd VY Bog ecrn Y YuBOe DEOGEE
@. Y050 evlea Ded pE aud wbdm ©OZD HBHIOO
@B RIS eved 8ewiBmis30 tw 1100 WSSO ¢
@08 DiedeBon B8mO8. e@B® emeC ewedd aaedid
B@Doess DB g » PO VB BTH Y OO e enss
(Force for Good) ece Swimdm 06888 92 Bug @¢500®
@ed ¢ 86 gen®@s gemd®.

c¢o g 2022 el ¢ aBewioml Dwo Dr Bow «©. dewns
e ¢Beninr@n @DEE PO ¢ aBBeB0 ww
2QBmBEO JO gy Eo® H(BWD gn wry A0 a8 80 gwm
2B BOOES coend. i8ewiBnis’ ewigs’ efc® oBes,
@d&c gD wDICOHNIO0 gued wdens, v8wude doeNe®
20Cows Besr Ded 115005 918 e gd (8 evemm
e Bo@rens BEOO @8 w@PYewrd. amnn ¢Bewion t®
208 e0MEDH WL O» e® e@ewIestE, »eEDIFICH
00 O Peems Det ©B8S 8ewiBndri0 BOCE Dwe®
2®mcme B8O gued AEIeedIBRDE. PE1sdS cwers gd®
B ey eldagenr duboies B89ciB® e0xneds’ ¢ a8 gaeddd
108 83eny). 988w, wwwr ewid, wnws Edmws (Good
food, Good life) w» goed ©medizicd e©og8 »oeR8sS,
O30 w» @00n ©igel ¢ SDDOE QHIBOAD DBLBE
BEO eewr eEBes SO0 ¢ »B0E @gm@Iz .
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Nestlé Lanka PLC

(PBTMSHGIIL Liewiliumenfler Loemmuley

DIRTLI6T6N  LBIGSTTSB6r,

2021 o0 pewi(p  Helldseullss  LeOGum  FouTedseT  Blenmbs
DYEWILTS MBI BHHH. HWIL STOLTS (PHRICBT(HSHS (PLSBHLD
oHmId WFwTenid HemLseT oSweumMedmbal LigliLguits Geuefeubsi,
‘YyHw  @Quiedys@’  eemo  &mIGNIIUTES  WrDHY, SLbS  ETIge0
FULULUCL  susvleumen SisSeumgsend Goeid sLlig@uiepiid, eusvieumet
QuUIBUMIBEMET  UPEIGUBMES 6IEIG6T QFLOSHDemen HHCUTHI HTLD
VS EENQUE T

QaTHmIGHTUI LoMMILD DIH 60T FOUTEVHETHE S (p&EIOST(HHs
Gouswigws  Blemevenod&Hd Hemeniul L BT, B SFrLeiliLssemern
BenmBaunmieusNBTS 6TmRIG6T 2emPluIfsenenuid, QUmITETF Fmidledlu|L 6o
OaTLIYULL Simasdid STUTeenTuD HeNHTLigBeanTd. peTmTeu)
SIMEOWITERIZH 2 THTL(H FhHendulled BLigbsliul L NFwmend SHenL L el
aiBBEHEHGOT (PLSSID LOMMID  6TRIG6T (PEIH6NML  LeWTenjseT  L5g)
SWHBHMS NFBf5H5T60 asefllan CHameusemer HoufsHh Gauiw
aoigOiyLer  swrfliyset  wwomid  Caemeusemen  LOTMHMHIWENLOSS]
AIDEIGAIG  SUAWDTEIGH. Bened  DMEISHH  CLPEO(PLD,  6TRIGET
2 AITE6T, UfHHHD WHNID euewis gl Lrenjseilen  op8ymodluid
oHMID UTSHISTOY eTIGUTHID 6IRIGET (LSETNLOWITET  (Lpaiienlflentowimas
2 6ilong elaiLeng Bre  AWFAULT  Csflalssis  CsmeTEGme.
Sujseier  oLCITSAWD HMID HEVMI  UTHISBTHS  [HTRIS6T
alfleuredt BLOUYSHMBHMEN (LpeTE6d (HSHBHMLD.

UAW WaHTISSHSMmSL UDMIL 6TRISMNET DLTIDLIBTE)  SIGDILIGULLT6ULDTE
aey oo  QaTOmGHETL  Blamevenwseilear  Gurg  HISTGTT
w AUl  gmulL  wrmpEseT, GuTd@GseT UMM DL LLDTET
yfibaieniey opdluiensy emiseT Swmfiiy euflens oHOMID  6ULPEIGHED
AUO(PMDBEDSBTET  pGTUTWRIEMT @  wWILGHSILLL
OpAWpeuren FHMS EUPEIBED SHLLenLL cpsuld wmuflFevener GQauiw
BLweNSsHa.  6og  USI(pS  audlEameore  Hdeued  QHTLIUTL 60
wBomurwsHHet @ uUGHWTS emseT LRAILLD LyFaiansmaL
QuUBSECHTLD.  6UTYHMBWITENTHEMT  6usThHEH UL  CHemeusemer
paioral  UiibsiOsraiusnasts Sujselar Brgdh SigliysE gou
Snbs BLOUGHMBBM6NT BHTLD 61(BHHHINTEETTLD.

2 euasmraiw FHuled (pambsThés ChIbs CuUTe@GaTsHa L uymissin
wpmid eMBCWTs Biyeuraniseien Blevalul HLRIGEBEHL G F6UTEUT6
HemeLemdBEHEE WHHUTD, GHmDBSULF GFweourTHamend &Ly,
QFWIQTSHSLOTET BLOUQHMS AHUFAWILD 6IFLENS 6TEIB6MNET BLHSHHTEL
DIDILGIBIEET BOSGHS BSOS HSFHEH eum QUL sefler
ollemevadaT LHMID Brewit  IHN  MISHHET  gOD  BMeSEIBEDHSES
BT (PaEmOBT(HEHS Couamiy gNULLF. MBS QHTLIHEH D6wmTI960T
@rewiLmd  urHuled oBPwE GFeomeuel LMIILWLSSHHON SHTHHD
gOULLG. emsefler  elenyourel  SILTEID,  UBIGSTTTHEDHSES
GQuumiodlenw  eupmIGL H6H Bouemenulsd, emisen  HwTHILSB6ei
QarLjFdwnen  aIPHCWTaHms o mIHOFLIW 2 FHalug eaumSH
GMIIGaHed WwHHFS i &Bment.

@b bLeNgHMBSET oM B 2mfufseisr  OsTLFEAwTe
wwpdfseier elensmeurs, 2021 opd  SewNeed, [BOH 2 _6THTLH
fevevemm  elpuenen  eusvleuTen  @ULenL  @evdhd  eueTTFSenUI
SIDLESH.  6TEIEeT gomiod wpmid  Geueliiym  eusmilall  Lifleyseit
oW @rewi(ho Bevmensuied HFwmens SHeml SsOHDULLL  LTeter)
4 96Uz STeUTaIgeD susvleuTen LMILITGauFHms GeuaiiiBHHueiTerme
eIILENS BI6s LEAWFAULST GO ellhLdySGMesT.

siengl QEBeOGev, TRl BVEINS

115 aumpLEISEhGE Gwers @eumensuled oppwrs  Geuchealueien
610G Llememilien  euelILBHH WIS  cpsuld, 61og|  ‘eTendl  GBeroGev,
6Ie0H  BEVEINS 61N HENHMS [BIBIGET QOHTLIHS  FHAmliumsl
LWSTUGSHGeTD.  ‘eTeigl  QBevGev,  eTeNgH  @6VEINS  6IBILS]
eIBIGeNg uSFiulL  Quuodemws Camhmmels@y Blewsd Biyeder

Annual Report 2021

SIUILENLUTD o (HeuTeBILL (BeTENGIL 6, @6VEBINHUTED  FTHSLOT6
aleneneysemen  gOUBSSHID 6110%H  UeH6T s eul(LpenmeEeTTed
aGambssiubdamer. @Ho  Camin  GELUSHDEG FnbsI’
STTLGID SILBISUWETONHIL 6T, @BIG BIBIGET WO (PHED  (LPSHIMLD
6UM Gremeuwlen MM SpByTeAwITe QBHFeYEHEM6T CULDEIE EUSIL 68T,
21, GrTéwiLoment CUTLDEEMBEMLI 6L [ORMEF: LDE & 6M 61T
omdGalGECUTD. ‘6ing FPsHING FHnbHBEH eeILg  QHesTenest
GUETTLILITONT 6T  WOHOID — LT6D  LIGWIenemimenyee  Felpamisberlen
AUMTDAUTHTIHMS BIEIGET DSFILSIL6IT, Een6NEhT,WeudEH6T HRIH6IT
HeMer (PLeMLWITS 61 (HeusNE DHeufHamen ausvieyl (HHBMMLD. ‘6Terg)
ylse fAobaa’ aaiude Henmeddld wrauTl el  Fomafiusm@Ld,
SHTVBHEN6Y LTHMSHMS 1HTOBTETUSDESGLWD, BoH GFwWedH6T LOluled
FTHBLOME alensna|semen goUBSHSHINMS 2 MiF QFuleusNEGLD HIBIS6IT
2 miFLetBeTGermLD.

sl GELUSHDS APBHS!

HISTGUTT BLHMS LommILd e(hHLILMBIS6ME HUGBLD LOTMHDEISEEIT [Hleu &
Qeuleusmarer LA surwiliysenen SuJTuing, GeueflleaCsmemihbGsmid.
eIBIB6T  HWmflliysefsd o eMbTL (B, wieais peolQuTmLamen iHs
Sienaled LWETLBHSSHIUS 6TRIS6T (WWMHEB6MND DILBIGLD. GevmIenauied
2 oo BUTORTEHE GMOUTHSMmT  BoufsHd OCoulusmsTs 935
evelwiest LfiloTmedEEBLeTeN GF (eSS SWTFILILBEN6T BT EIS6IT
6ULPEIEGeITLD.

2021 o oLeWiIged, Quhens  HTer  6og 2 mIAlumenL
omaGals@ suemaulsd Maggi Organic Liquid Coconut Milk swimfliisnu
omwsiu®Gsd, Maggi swrfliy euflmgew BMD elfleyuBsHGeLD.
DIHBIL6T, 2 6MBTL 1960 HIBFCuTT almlumisment isH Gauw Maggi
Papare Spicy Chicken Flavour Noodles swirfliienu oiflpatiL@sSHGermid.
@eveus o LU sLOLew Brgemerser, oLCrmadw wHiBsel
PMILD 2 L FFSH  pCOTFMEHMET  QUPEIGUSDHTS  BEN6uoTul
suflwras  Nestlé Choose Wellness Nutri-Corner sengengujd  BImIS6I
QarTLEISGaD. Q@Tall-19 LUTHSMILY (PSTMSHI SLLMLOLILS6T60
SLS sy&snam Smbstyn QuDn Seomenaullsr (pHed o eamie| mmID
uren euensd 2 MusEH Bmeuamseiled @IMTE BIRIGT HBWHEHTLD
oeiugl  GOUILSSHEHS5.  (PaOaIGuTgId BT (PesRCSTHSIITS
@spmall FuTeOllss SToVBLLSHNID HISTCUTT op8yTdhdlwiomen
oPMILD  SHJTen 2 _eueneull QUDMISCsTeTen  Geusmi(hLD 6TENID  6TLOG]
GNSECHTEHEBTR 2_SHTUTHHMS DG N6UTHEHBE UPBISLIZ!.

BeVmEInd  HLLmENGAT  Boeussid  gour®  CFUHBHS BRevmens
Bxdw sy elmaiser 2020 Bawele o musd (Gufiw) Wflele elms
QEUGITMEUTHETTES BTEIGET ANBISSHHSILLLHSUD [HT6S LO&ILDFFU|L 681
Oafalgais CasTaTauSIL6, ST saugdE @mGuraid el (HaGsTBLly
HenLwig) 61631 6110g SLuenilienu G& Warayb o mHILBGSHISTS
SIDLOHHI6ETENS].

g FWESHNG ANbSSI

OpBeBey  Opaemen QFwimsd HLLSHHGT @WBIHTUFH —SLLHMS
BIEIEeT OHTLRECHTD. @sar cpewrns GQorsswors 4,000 Geenet
SUETTLILTONT&BEBHE Uwen  SHlgujaien o185 Bouememuled, Wi
wpweuzgib 8,000 &H@Ww CuwoHulL OFHeTeneT  EUSTTLILITENTHm6NE
Qe 6IMIB6IT  6UEMEVLLINLOLIL|L 65T QB HEBHLOTS @ ememThS!
ueslwrmmluweT@enmid. 24 Speug memdHud) gmmiod) elmaiseied Chdlw
QUTHMTBTISHDEG BT SpmPlwjeren LRSS EDHSTS, 2020. .21
opd  pegmaETer  Camsrul Gamiuemy  Hmpuled GHIILSHHH
aumauled  ‘Ammbs  gomiodwneny’ e elmeng  CubmieTGsTLD.
GTRIBEHENL W 13,000 2 6MBTL(BL LITed Lewienemwimenjsenst Grrdbalu
GTRIGET  Liewlwmengl, 6uLGed LoTaTamibHed (PHeo euewis  Faluimet
Souenr  Qzmfsd  pwnfb@  SEiFTman  euEISUNBHSHIL 6T,
yssbyHw ured 2 pusHemw HsHIUSDETE FHSHTEM HTEOBMLG
Seuenid  wOMID e GelNepligsemen  aupBIGMG pBweney GHev
SILEBIGD. 6IEIGHT 2 AMBTL(HEF FpsRBmeT DpSHUILSD  CIEIGTSH]
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(psTenS el UswiluTenfler wWemmuiey

umIsefly 2021 oL S6EmTee0 SiewiewieneuTas ehUT 8.4 LlevedlwienTas
BmhasIL6r, QorsHswors 25,000 QHaTener 6UaTFLILTETTS6T LOHMILD
LIT6D LIGWTENEmTLLITENT 6T @SH60T (LPEVLDTEHBLI  LILLISITENLHSH6].

FeaMen SWMHlYST OHDID Gameoll Guamid ugHem WwnHHsemed
2 aBTL( UsHsTésmismen almyaubhssausnsts Open Innovation
Hackathon Challenge etettn udlymis LssTHsl CUTLIgenw! BLSHIUSDE
e Hatch wopmib 2 6T (BLI LI6OE 6060 & LD B (6ThL_ 65T
mEBHTTHHNCeNTD. S CrredLIomes, USHFEMOWTR  E6VBRINDHETS
@M HMEVWPMMMUW  eusieyl BausNGLD, GHNSHS CHTHESHSHIL 68
QFweoL(BLD L& ST GBI B(6ThL 60T RHHMLPLILSMEHLD [BTBIG6NT
BumOsTemiL (PUNFBEHHEG DM0aITE @& BLSHSUIULL G

2021 o opewinged, BAW  (paiGeibshs  Nestlé Needs YOUth
A Lwomeig 26,000  @emeneh,Wjeuddemem  QUIMET  HeVHIGS6IT
aflwras CFaimemLbaleTeng. B& leujseisr QHTleoeuruiligesemern
GuuBHHUSILE, Gaupmarorear OFHTHe auTpdmemw GBTHaw
SeufEeMes LWeISHDG SWTf QFuIdng).

oyl Yisg Spbssi

2025 o> SpewiLenaled emiseT GQurHuiLened  100ew  BeTUTeUEmED
S0V eTTEHPME QFILSIFQUISTS  OTHDIUSDEHTE  6TRIB6IT
2 mIFIUT NG Beuimse, 2021 Db LeNgsd B Sifwrend Qumm
Milo Ready-to-Drink (RTD) umend paper straw @m@ wrflwg. @&
@eomImEUTed @Ledle GUeTHmEmLOGETE LTMIL(H 2 LWL
maWreniL  (wHed RTD umenons wwrhlwg eaiumnss  GHUlBHeugled
Quplisd QsmetdlCmear. @& emwGsm GuTHUILemev 100w LsTgipma
Qeuiwdampugrs wrHm 6% Bouemenuled opamBoHE@ 90 Wededllutes
Henmerddld straw SHemeT DBMD 6TBISBEHSE 2 Helwg. SHOUTMSW
Blemeouled, eremLulenn sglienuied emiseflenr GrHgh GQuTHUILeded
80cy @ement  SeGpME  QFUIGUBET (P  LOBEYD DL TEULDTET
auflufled  (WeaBammd  Bewi(heTGemTd. BHH BEVEHMS  (LPILEMLOWITES
DIMLUSDBTE (PLDHFBem6T BTD OBTLIHG (et BLGUTLD.

sonflenw  CBraHAW  emEIBeT LWeSHHD, eTmBeT  QUITHUILeVewt
Gzafliy wHmd eTaMHE o elsl Lenwlimu  auIlILBHHISDHELD
BTEGOT 2 MW HaH aBEHACDTL. @bs Chrésssdmars, Tetra Pak
wpmitd Eco Maximus 2_L &1 @enenibal Hiewieamuly Bésn Geuiwiul L
uten  SiLenLUQULgEmen  IeTapMHE  QaulusmE@GL  WaTLweTLT(H

s flEEhSE 6leig  Weonjhs  urgrl(hemens  Osflelsgis
Qameren  elpOYHCMe.  eTmIBT QFWOHMIT  ouIUTE  RHHBHI,
AN JMLOUSDHTOT PSMULL 2 _enIplil 2aEHWaNSENG. SHLbS
AIBLSHD BIEIG6T SWTE @bd LWNISmS  (PaiQer(bsHHmaos
wpywrgl. emsBem@h GxsrGenmh GpHmenTs UbSBLEWTS  eNeNEIGLLD
HISTGUTT LOHMID Ul Fnl LTeNTHEHHE BIEIGT 2 uenoulGaGul
BedluwjeeneufsenTa hbHBMTD. GBer0B6 L& 2 MIG6T HLOLNSm S ML
QBTLIHS MeUSHBLILSHETHOD, ‘HETNIOGSTET FhHUITS [HTRIS6IT
QBTLIHG (WIICMTEHHF QF606UHNBTHAD, 6TRIGET LIBIGHST] ST
2 BIBEHSGL 6101  WIDTIHS — umgml(beemens  Osflalsbsis
[EEDIEAEN T

2022 opb  SLWI(h  FUTELTRIH  6IGILMNS  BlehLIS@GWD,  DLEIT60
BLbES STVHHD BHID HHMISQBTHIL @ el uwid 6166 QeusimmeD,
FlUBIBmeT  HTOsTEmI(H, AP BHLH WO peuHed BT
2 mIPAunsad HLFRIBOUSHILOID BHHEACDTD. eimiseT BHISTGUTT
upPlw ophs Ufibsiemiey, swpsnsmen GLLUGSHUSDGSW bLOZI
ylenwil  uTgIsTIUSDGL  emisefler  oilueniiy  opdweney 115
U,MI(BHBEHDHEGL GEVTS BENIL HTEVSHHNES BMVSGH([HSGLD OTHDHEHMS
JOLUBSHS 6RIBEHSEG 2 salueienet. HTCBTHGWL Fouredsem LOMHMID
UTWINLBEHESE [BIMIGET 6IDMWIDG  SWTITHGSWEUTS, LHBHTHHLD,
yHw Qamedmi uBIGamen 2 _eiTeummids0sTemi(h, 61mIGsT BHiSTGauTeny
wdpelss  Fflwmer  Siaysemer  eupms  aldLUSCDTL.  Nenmevds
wI&UTH  OHDID  STEVHMEY  TMHMEHMS  6IHTOBTETEUH  [BTBIS6T
WpeBaimsdlF QFeoBaumbd. ‘Ambs 2 avie], HAMbHS euUTHe| 616N 6TRIS6IT
aATHGNHMW  BIEIGT QBTLIHS SHmLLNQLGUTD  6I@TLMBULD,
@D, ETHTUGBLD  HMEV(LPMMBEHSHEGHD  Sieneuouflell  EUTIDSH MBS
HIHMS 2 WIHGHID 2 ecwiale Spmmeney Geueha Qs TemHeuSHe (LpsvLD
BEIENIDESTeN FhHwms SHUGUTD eram) Hes HLOLSGMEI.

=\

Cxoean SleuaTOsaILIT
(PBTEMOGSHIGUL  LIeRTILTETT

OBerdBe0 eumIBT LeTe0d

Board of Directors

Our long -~term value creation model is based on the balanced pursuit of resource-

efficient top-line and bottom-line growth, and improved capital efficiency.

Suresh Narayanan Jason Avancena
Chairman Managing Director
from 01.10.2021

Fabrice Cavallin

Managing Director
till 30.09.2021

Kumudu Dias
Director, Finance & Control
from 01.11.2021

e

Ranjan Seevaratnam Mahen Dayananda
Independent Non-Executive Independent Non-Executive

QewIusNGL @ OFTHDFTmMW Jmwds 2 HalGearmb. w@sor
RTD GQurndlasemen 1eitgnpomd QauleuBsr®B, @evmienasuied o eltem
RLBOWTHS Hewaulj Bésw Qeuwiul L umer S enL iUy
QaThgiempulsr WeTapmd WPwhHdsens@ld @bs  CFHTODHaTm

David Steven
Director, Finance & Control McDaniel

Gurcharan Grover

aHfoumL BTLSHHD 2 _FHab. till 31.10.2021 Non-Executive Director Director Director
Hasd Aopbs afsSss  Boeuesr  BmeGuetismamo  eNhSHIS6T
2021 Mawelsd emsaT Y@ Fnhsms CFuleuHDSTE  6ImBIS6IT
WWHsErssTs BIEsaT SmSefassiu’ GLmb. Yyl awm sreie Pl
p o

&6 Peuer  &pMIFgGed  olueniiy  (Corporate Environmental
Commitment), suenlasdNEG SLuTHULL SHHnFgped (Environment
Beyond Business) wpmid Spps QFwedSnensstearn  SMHmIFHLOE
BeneoCuemisenaemiodater  Triple Bottom Line Award efpa opélw
fleyseiled mrmiseT o 6MBTL(H elpaisamen QuDGMTD. 2021 oyibd
oLeNged Bevminsule sF fAobs 10 Bneuaimisailsd @aIMTHaD
GOIILSHS55 cuemauled BHID SmiSs lobaiu GLmb.

BLHS SWiged BMD Gupm  selFApiywe CsFweddmer LHmID
GrIwepWTe HTohsd uefler gal (Bl umseMIUTGLD. HisTCeumfle
Capemeusemem 2 _euialedl  cpeuld  LTHE OFulueng o md OQFulg
simisen  empflwyseflear oiiueniiy womwd elLTpwndbaTs  emissl
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Dian Gomes Keerthi Pathiraja
Independent Non-Executive ~ Company Secretary
Director

>
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Board of Directors' Profiles

Suresh Narayanan

is the Head of Nestlé in South Asia, which includes India,
Sri Lanka, Bangladesh, Nepal, Bhutan 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 included 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 (Northeast Africa Region) for
Nestlé. His last post before moving to his current role in
the South Asian Region was 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.

Jason Avanceiia

is the Managing Director of Nestlé Lanka PLC and is
responsible for the management of Nestlé's operations
both in Sri Lanka and the Maldives. He was appointed with
effect from 1 October 2021.

Since joining Nestlé Philippines in 1995, Jason has over 24
years’ experience with Nestlé in the Philippines, Indonesia,
Switzerland and Pakistan, with a strong background in
Dairy and Nutrition. Prior to taking over the reins at Nestlé
Lanka, Jason’'s most recent positions were as Business
Executive Officer (BEO) for the Nutrition and Dairy
businesses in Nestlé Pakistan and Afghanistan, where
he steered significant business acceleration via portfolio
management, innovation, digital excellence, and strong
team development. He holds a Master’s Degree in Business
Administration from Fordham University Graduate School
of Business, New York, USA, and a Bachelor of Science
degree in Applied Economics from De La Salle University,
Philippines.

20

Fabrice Cavallin

was the Managing Director of Nestlé Lanka PLC, effective
1 January 2019 until 30 September 2021. He moved to
Nestlé’'s Headquarters in Switzerland as part of the zone
management team for Asia, Oceania and Africa (AOA),
overlooking Nestlé's Nutrition business in the zone
effective 1 October 2021.

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, Spain and
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 South Asia 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 a 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.

Kumudu Dias

was appointed as the Director - Finance & Control of Nestlé
Lanka PLC, effective 1 November 2021.

Kumudu is an Associate Member of CIMA (ACMA,
CGMA), a passed finalist of CIM and holds a MBA from
the Postgraduate Institute of Management, University of
Sri Jayewardenepura. Her career at Nestlé spans over 20
years. She joined Nestlé in 1999 as an Accountant and
subsequently took on more responsibilities within the
Management Accounting Department, to become the
Head of Management Accounting in 2004. In 2013, she
completed a mission assignment in Nestlé South Korea,
during which her diligence contributed to the successful
creation of a Joint Venture between Nestlé and Lotte.

Prior to her appointment as Director Finance & Control in
Nestlé Lanka, she moved to Nestlé Philippines in 2018 as
the Head of Internal Control Competence Center (ICCC)
Asia Oceania, where she delivered tangible results in end-
to-end process control and internal control improvements
whilst creating positive engagement with diverse
stakeholders. At Nestlé Lanka, Kumudu provides overall
leadership to the Finance & Control, and the Information
Services and Information Technology functions, supporting
cross-functional teams to deliver business results for the
company.

Nestlé Lanka PLC

Gurcharan Grover

was the Director - Finance & Control of Nestlé Lanka PLC,
effective 1 January 2018 until 31 October 2021. He moved
to Nestlé USA as the Director — Finance & Control in the
Corporate Financial Reporting & Technical Accounting team
effective 1 November 2021.

He is a gold medalist Chartered Accountant and also a Cost
Accountant, with a rich 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 24 years. He joined
Nestlé India in 1996 and was involved in a number of
assignments in Finance & Control before moving to Ghana as
Factory Controllerin 2006. In early 2009, he moved to Nestlé's
headquarters in Switzerland as Market Reporting Controller
for the Nestlé group. He went on to become a Reporting
Specialist. He returned to Nestlé India in 2012 as Head of
Accounting and Reporting for the South Asian Region. He
took over as Sales Controller for Nestlé India in 2014 before
joining Nestlé Lanka in 2018.

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

David Steven McDaniel

is the Director - Finance & Control and Chief Financial Officer
of Nestlé India Limited. He was appointed as a Non-Executive
Director of Nestlé Lanka PLC effective 1 March 2020.

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

Prior to taking on his current position, David was the Chief
Financial Officer of Nestlé UK & Ireland for four years. He has
held a number of roles in Asia, including Division Director
- Finance & Control for Nestlé Korea, Head of Finance &
Control in Nestlé Indochina, and a number of other positions
in Nestlé China. David was also Head of Financial Services
for the Nestlé Global Business Services Organization at the
company's global headquarters in Switzerland.

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
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Accountants of Sri Lanka and the Institute of Chartered
Accountants in England and Wales. He currently serves as
a 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.

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, and the immediate Past President of the
Sri Lanka — Japan Business Council.

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, Ashbridge 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 and Westgate International (Pvt) Ltd. He is the former
Chairman of Hela Clothing (Pvt) Ltd., former Managing
Director/CEO 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 Executive Committee of the
International Boxing Association (AIBA). Dian is a member
of the Public Services Commission of Sri Lanka. He was also
conferred the national title of “Sri Lanka Sikhamani” by the
President of Sri Lanka in August 2019.
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Management Team

Jason Avancena
Managing Director

Jagath Wedage

Sales

Bandula Egodage
Corporate & Regulatory Affairs

Keerthi Pathiraja
Legal
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Kumudu Dias
Finance & Control

Thomas Mueller
Technical

Panchadcharam Sathiyenthra
Supply Chain

Radhini de Costa

Communications

Enoca Sirimanne
Human Resources

Vivek Upadhyaya

Customer & Consumer Insights

Nestlé Lanka PLC

We come together as a diverse team to challenge the status quo and cultivate
new ideas that push boundaries. No other food ancl beverage company has the

global resowrces andl local know-how to make positive impact at the scale and
pace of Nestlé. We aim to continuously, improve, taking on commitments that
ensure that we enhance quality of life for everyone.

7S

Ruwan Welikala Mohamed Ali Tharinda Jayasundera
Dairy Milo Nestlé Nutrition

Roshan Perera
Nestlé Professional
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Good For My Family
Offering tastier and healthier choices

For over 115 years, we have offered
our Sri Lankan consumers healthy
and tasty products which cater to
local nutritional needs. We constantly
strive to reduce public health sensitive
nutrients like sugars and fat from
our products and add more positive
ingredients like whole grains, fruits,
vegetables, and spices. We also fortify
where relevant with micronutrients
deficient in the local diet such as
iron, vitamin D and zinc. In 2021,
we provided 935 million servings of
micronutrient fortified products to our
consumers.




Good For My Family

Accelerating localization. of ingredients

Through Project Serendib, we accelerated our
efforts towards using more local ingredients in
our products. Last year, we made significant
progress in this journey as we localized the
sourcing of several ingredients, with more in-
progress. We also created platforms for Sri
Lankan youth to innovate new products which
use local and indigenous ingredients, through
our partnerships with local universities and
Hatch — home for start-ups and disruptive
thinkers in Sri Lanka.




Good For My Family

Inspiring healthier and happier lives

Our online service platform Nestlé
Family Club continued to support and
inspire our consumers to lead a healthy,
happy, and an active life by offering
free health, wellness and fitness tips
and a range of recipes with a healthy
twist. In 2021, we introduced our online
Nestlé Choose Wellness Nutri-Corner
portal to the Nestlé Family Club. This
enabled us to provide free personalized
nutritional  advice  from  expert
nutritionists, including BMI checks and
health assessments, even during the
pandemic.



Corporate Governance

Nestle Lanka complies with
the highest standards of
best practices of Corporate
Governance. The Board has
adopted the Nestlé Corporate

Business Principles, which
guide the conduct of Nestlé

employees intheir dealings with
customers, suppliers ancl 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 comprised of
seven Directors of whom two were Executive Directors,
three were Independent Non-Executive Directors and two
were Non-Executive Directors, including the Chairman
of the Board as at 31 December 2021 as shown in page
19. 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 41 to
43 and the Corporate Governance Compliance Table is
shown on pages 32 to 34.
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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 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 that 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, Technical, and is chaired
by the Managing Director. The Company Secretary acts as
the Secretary of the Committee.

Nestlé Lanka PLC

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.

« To ensure independence of processes in addressing
any compliance related matter.

« Todeviseapropersystemtoensure 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 Chairman of the
Committee periodically reports to the Board if necessary
on the status of compliance.

Auditors

At the 40" Annual General Meeting of Nestlé Lanka PLC,
held on 10 June 2021, the shareholders re-appointed
Ernst & Young 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 2021 in order to form an opinion on the financial
statements. Their report on the financial statements is
given on pages 55 to 57.

Audit, Remuneration and Related Party
Transactions Review Committee

The Audit Committee Report on pages 35 and 36, the
Remuneration Committee Report on page 37 and Related
Party Transactions Review Committee Report on pages
38 to 39 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. Internal audits are carried out
regularly by the Company’s Internal Auditors, who report

Annual Report 2021

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 recognized 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 minimize potential financial losses. In order to
manage these risks, the Company has implemented the
following procedures:

«  Strict compliance with local laws.

« Clearaccountability 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.
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Corporate Governance Reporting

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

Section Subject Applicable Rule Compliance | Details
Status
7.10.1(a)  Non-Executive Two or at least one third of the total Compliant Five out of seven Directors
to (c) Directors number of Directors should be Non- are Non-Executive Directors.
Executive Directors
7.10.2(a) Independent Directors Two or one third of Non-Executive Compliant Three of the five Non-
Directors (whichever is higher) Executive Directors are
should be independent independent.
7.10.2(b) Independent Directors Each Non-Executive Director Compliant The three Non-Executive
should submit a declaration of Independent Directors, and
independence [ non- independence two Non-Executive Directors
in the prescribed format have submitted to the
Company declaration in the
prescribed format.
7.10.3(a) Disclosures relating to Determination of Independent Compliant Please refer page 30 of the
Directors Directors and their names should be Annual Report.
disclosed in the Annual Report
7.10.3(b)  Directors do not The qualification not met under Compliant Please refer page 30 of the
qualify as independent Rule 7.10.4 of the CSE Listing Rules Annual Report.
but are specified and the basis for determining the
by the Board as Director to be independent
independent
7.10.3(c)  Brief résumé of each A brief résumé of each Director Compliant Please refer pages 20 and

Director in the Annual
Report

should be included in the Annual
Report, including the area of
expertise

21 of the Annual Report.

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

Section Subject Applicable Rule Compliance | Details
Status
7.10.5(@) Composition of Shall comprise of Non-Executive Compliant
the Remuneration Directors, a majority of whom shall
Committee be independent Please refer page 37 of the
) X - Annual Report.
The Chairman of the Committee Compliant
shall be a Non-Executive Director
7.10.5(@) Remuneration A listed company may be permitted Not The parent company is not
Committee to have the same Remuneration applicable listed in Sri Lanka. As such
Committee if the parent company is a separate Remuneration
also listed Committee has been formed.
7.10.5(b) Disclosure of the The Remuneration Committee Compliant Please refer page 37 of the
Functions of the shall recommend the remuneration Annual Report.
Remuneration payable to the Board and Executive
Committee Officers
32 Nestlé Lanka PLC

Disclosure Regarding the Remuneration Committee Under the Listing Rules Issued by the

Colombo Stock Exchange

Section Subject

Applicable Rule

Compliance
Status

Details

Disclosure in the
Annual Report

7.10.5(c)

Names of the Directors in the
Remuneration Committee

Please refer page 37 of the

) Compliant
A Statement of the Remuneration Annual Report.
Policy
The aggregate remuneration paid Compliant Please refer page 91 of the

to Executive and Non-Executive
Directors

Annual Report.

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

Section Subject Applicable Rule Compliance | Details
Status
7.10.6(a) Composition of the Shall comprise of Non-Executive Compliant
Audit Committee Directors, a majority of whom shall
be independent
The Chairman of the Committee Compliant Please refer page 35 of the
shall be a Non-Executive Director Annual Report.
The Chairman or a member should  Compliant
be a member of a professional
accounting body
7.10.6(a)  Audit Committee A listed company may be permitted Not The parent company is not
and (c) to have the same Audit Committee  applicable listed in Sri Lanka. As such,
if the parent company is also listed a separate Audit Committee
has been formed.
7.10.6(b)  Functions of the Audit Should be detailed as per section Compliant Please refer page 35 of the
Committee 7.10.6(b) of the Listing Rules Annual Report.
7.10.6(c) Disclosure in the Names of the Directors in the Audit  Compliant
Annual Report Committee
The .basl|s'of determination of the Compliant Please refer page 35 of the
Auditor’s independence
Annual Report.
A report of the Audit Committee as  Compliant

per section 7.10.6(c) of the Listing
Rules

Annual Report 2021
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Corporate Governance Reporting

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

Section Subject Applicable Rule Compliance | Details
Status
9 Related Party The Company shall have a Compliant Related Party Transactions
Transactions Review Related Party Transactions Review Review Committee duly
Committee Committee appointed as per CSE Listing
Rules.
9.2.2 Composition of Shall comprise a combination Compliant
the Related Party of Non-Executive Directors,
Transaction Review Independent Non-Executive
Committee Directors and Executive Directors
The Chairman of Committee should Compliant Please refer page 38 of the
be an Independent Non—-Executive Annual Report.
Director
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Report of the Audit Committee

The Committee, appointed by the Board of Directors,
comprises of four members; namely Ranjan Seevaratnam,
Mahen Dayananda and Dian Gomes who are NonExecutive
Independent Directors, and David Steven McDaniel 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. Dian Gomes and David
Steven McDaniel are also qualified Chartered Management
Accountants. 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
Ernst & Young (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:

« Overseeing of the preparation, presentation and
adequacy of disclosures in the financial statements of
the Company, in accordance with Sri Lanka Accounting
Standards.

«  Overseeing the Company's compliance with financial
reporting requirements, information requirements
of the Companies Act and other relevant financial
reporting related regulations and requirements.

« Overseeingthe processesto ensure that the Company's
internal controls and risk management, are adequate,
to meet the requirements of the Sri Lanka Auditing
Standards.

« Assessment of the independence and performance of
the Company's external auditors.

« To make recommendations to the board pertaining to
appointment, re-appointment and removal of external
auditors and to approve the remuneration and terms of
engagement of the external auditors of the Company.

« 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 process for monitoring
compliance with laws and regulations.

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

« Approving the remuneration and terms of engagement
of the external Auditors.

Page 20 and 21 of this Annual Report display the profiles of
the members of the Audit Committee. The members of the
Audit Committee 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 Attendance Yes (v) [ No (x) Atterzzn(t‘:/e) 73:\":‘(’:; tion
Ranjan Mahen Dian David Managing Director -
Seevaratnam | Dayananda Gomes Steven Director Finance &
McDaniel Control
18.02.2021 v v v v v v
11.05.2021 v v v v v v
10.08.2021 v v v v v v
09.11.2021 v v v v v v

Annual Report 2021
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Report of the Audit Committee

The Managing Director and Director-Finance & Control
of the Company attended Audit Committee 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 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 kept the Committee advised
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 received from
the Auditors of their compliance with the independence
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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
Ernst & Young.

A j‘“‘”“.’lf‘i‘“.‘”‘

Ranjan Seevaratnam
Chairman, Audit Committee

NESTLE LANKA PLC

18 February 2022

Nestlé Lanka PLC

Report of the Remuneration

Commiittee

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 09 November 2021 with all members being
present. The Managing Director of the Company, together
with the Director-Finance & Control, attended the said
meeting by invitation. The Company Secretary attended
this meeting in the capacity of Secretary to the Committee.

UWhaarando.

Mahen Dayananda
Chairman, Remuneration Committee

NESTLE LANKA PLC

18 February 2022
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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 Kumudu Dias, 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.

- 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.

« Reviewandassess, on anannual basis, the transactions
for compliance with Committee guidelines.

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

Date of the meeting Attendance Yes (+) | No (%) Atterzasn(t‘:g ll)gll\l :n(/:(t)atlon
Ranjan Mahen Gurcharan Kumudu Managing | Head of
Seevaratnam | Dayananda | Grover Dias (appointed | Director Financial
(resigned with | with effect from Accounting
effect from 01.11.2021)
31.10.2021)
18.02.2021 v v v - v v
11.05.2021 v v 4 - v v
10.08.2021 v v v - v v
22.09.2021 v v v - v v
09.11.2021 v v - v v v

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 2021 and estimated transactions
foryear 2022, were at arm'’s length and in compliance with
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rules and regulations. The Committee further confirmed
that all the Recurrent Related Party Transactions incurred
during the year ended 31 December 2021 and estimated
transactions for year 2022 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 18 February 2022, that all the Recurrent Related Party
Transactions incurred during the year ended 31 December
2021 and estimated transactions for year 2022, shall not
fall within the ambit of Related Party Transactions Rules
as per provisions of Section 9.5(a) of the listing rules, and

Nestlé Lanka PLC

the Board approved the same at their meeting held on 18
February 2022.

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

Details of Related Party Transactions are disclosed under

note 25 of the financial statements in accordance with the
provision of Rule 9.3.2 of the listing rules.

A j‘“‘”“.’lf‘i‘“.‘”‘

Ranjan Seevaratnam
Chairman, Related Party Transactions Review Committee

NESTLE LANKA PLC

18 February 2022
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Annual Report of the 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 2021 and the Auditors’ Report thereon.

Board of Directors

Suresh Narayanan, Fabrice Cavallin (resigned with effect
from 30.09.2021), Jason Avanceia (appointed with
effect from 01.10.2021), Gurcharan Grover (resigned
with effect from 31.10.2021), Kumudu Dias (appointed
with effect from 01.11.2021), David Steven McDaniel,
Mahen Dayananda, Ranjan Seevaratnam, Dian Gomes
and Mohamed Reyaz Mihular (appointed with effect from
16.03.2022) are the Directors of the Company.

Fabrice Cavallin, Managing Director resigned from the
Board with effect from 30 September 20271 and Jason
Avancefia was appointed as Managing Director to the
Board with effect from 1 October 2021, and shall offer
himself for re-election by the shareholders in terms of
Article 64 of the Articles of Association of the Company at
the preceding Annual General Meeting.

Gurcharan Grover resigned from the Board as Director,
Finance & Control with effect from 31 October 2021 and
Kumudu Dias was appointed as Director, Finance & Control
to the Board with effect from 1 November 2021, and shall
offer herself for re-election by the shareholders in terms of
Article 64 of the Articles of Association of the Company at
the preceding Annual General Meeting.

Mohamed Reyaz Mihular appointed with effect from
16 March 2022 shall offer himself for re-election by
the shareholders in terms of Article 64 of the Articles of
Association of the Company at the preceding Annual
General Meeting.

In terms of Article 56, 57 and 58 of the Articles of
Association of the Company, David Steven McDaniel 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. 7 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 Mahen Dayananda
for re-election, will be proposed at the forthcoming Annual
General Meeting, in order to re-elect Mahen Dayananda.
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Ranjan Seevaratnam will not offer himself for re-election in
terms of Section 211 of the Companies Act.

Directors' Remuneration is given under Note 25.2 of the
financial statement.

Review for the Year

The Chairman’s Message and Managing Director’s Review
on pages 11 and 13 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.
45.4 Bn, after provisioning for all known liabilities and
depreciation on Property, Plant and Equipment, but before
taxation, amounts to Rs 6.1 Bn. After deducting a sum of
Rs. 0.8 Bn as income tax, the net profit was Rs 5.3 Bn.

The Statement of Profit or Loss and Other Comprehensive
Income for the year is given on page 58.

The Directors of Nestlé Lanka PLC declared an interim
dividend of Rs. 20.00 per share which was paid to the
Shareholders of the Company on 9 March 2022 via
bank transfers and on 23 March 2022 via cheques. The
Directors also were pleased to recommend a final dividend
of Rs. 35.00 per share, payable on 20 June 2022 via
bank transfer and 1 July 2022 via cheques, subject to
the approval of the Shareholders at the upcoming Annual
General Meeting scheduled to be held on 9 June 2022.

Stated Capital

The stated capital of the Company as at 31 December
20271 amounts to Rs. 537,254,630.

Activity

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

To help address the deficiencies of certain nutrients in
the local diet, Nestlé delivered 935 million servings of
micronutrient enriched food and beverages in 2021.
Nestlé's service platform Nestlé Family Club continued to
support and inspire approximately 60,000 consumers to
lead a healthy and an active life by offering free health,
wellness and fitness tips and a range of recipes with a
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healthy twist. During 2020-2021 over 15,000 people were given free health checks and nutritional counselling through its
Choose Wellness, Choose Nestlé programmes.

The company continued to support the local community in 2021 by paying out Rs. 2.4 Bn to 13,000 local dairy farmers for
fresh milk and Rs. 6 Bn to the local coconut industry for purchase of fresh coconuts. In addition, the Nestlé Coconut Plan,
conducted in partnership with the Coconut Cultivation Board of Sri Lanka, was expanded to benefit a further 1,000 rural
families with 5,000 hybrid coconut plantlets, organic fertilizer, and technical assistance for coconut cultivation.

Nestlé also continued to help young people learn the skills they need to be successful in the workplace through its Nestlé
Needs YOUth programme, reaching over 26,000 young people during 2020-2021. Nestlé partnered Hatch and four local
universities — University of Kelaniya, University of Sri Jayewardenepura, University of Colombo and University of Moratuwa,
to conduct two innovation challenges which focused on harnessing innovative ideas in the areas of nutritious products
which use local ingredients, and green initiatives which promote a sustainable Sri Lanka.

In 2021, Nestlé accelerated its efforts towards tackling plastic pollution by switching to paper straws for its MILO Ready-
to-Drink product and helping to establish a collection infrastructure and recycling facility for aseptic beverage cartons in
Sri Lanka. The company also continued to work with government and private institutions to galvanize behavioural change
towards caring for the planet. Between 2012-2021, the company reduced energy use by 16.9% and water use by 2.5% per
tonne of production. Further, the company reduced its greenhouse gas emissions by 1.6% per tonne of production in 2021.

Last but not least, it continued to be recognized as a force for good with a number of awards and recognitions, mentioned
on page 9.

Directors’ Interest
a) In Contracts

Details of Directors’ interest in contracts of the Company as at 31 December 2021 are disclosed below. The Directors do
not have direct or indirect interest on current or proposed contracts other than those disclosed hereunder. The Directors
have disclosed all material interests in contracts (if any) involving the Company and have refrained from participating when
decisions were taken.

Suresh Narayanan - Transactions with affiliates or related parties. Disclosed in notes 16, 24 and 25 to the
financial statements.

Fabrice Cavallin - (Resigned w.e.f. 30.09.2021) Transactions with affiliates or related parties. Disclosed in
notes 16, 24 and 25 to the financial statements.

Jason Avancefia - (Appointed w.e.f. 01.10.2021) No Transaction with Affiliates

Gurcharan Grover - (Resigned w.e.f. 31.10.2021) Transactions with affiliates or related parties. Disclosed in
notes 16, 24 and 25 to the financial statements.

Kumudu Dias - (Appointed w.e.f. 01.11.2021) No Transaction with Affiliates

David Steven McDaniel - Transactions with affiliates or related parties Disclosed in notes 16, 24 and 25 to the
financial statements.
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Mahen Dayananda - No transaction with affiliates

Directorships and dealings with other Companies:

b) In Shares of the Company

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
Ranjan Seevarathnam - No transaction with affiliates

Directorships and dealings with other Companies

Acme Printing & Packaging PLC Non-Executive Director No Nil
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 3,235 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 No Nil
Melstacorp 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 LTD Non-Executive Director No Nil

Dian Gomes - No transaction with affiliates

Directorships and dealings with other Companies

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
Gandhara Investments (Pvt) Ltd Director/Chairman No Nil

(appointed w.e.f)
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Executive Fabrice Cavallin Nil Nil
(resigned w.e.f. 30.09.2021)
Jason Avancefa Nil Nil
(Appointed w.e.f. 01.10.2021)
Gurcharan Grover Nil Nil
(resigned w.e.f. 31.10.2021)
Kumudu Dias Nil Nil
(Appointed w.e.f. 01.11.2021)

Non-Executive Suresh Narayanan Nil Nil
David McDaniel Nil Nil

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

Board Meetings Attendance

Suresh Narayanan - Chairman v v v - v - v
Fabrice Cavallin - Managing 4 4 v v v - -
Director

(resigned w.e.f. 30.09.2021)

Jason Avancefia - Managing - - - v v v v
Directly

(Appointed w.e.f. 01.10.2021)

Gurcharan Grover - Director, v v v v v v _
Finance & Control

(resigned w.e.f. 31.10.2021)

Kumudu Dias - - - - - - v
(Appointed w.e.f. 01.11.2021

David Steven McDaniel v v v v v v v
Mahen Dayananda v v v v v v v
Ranjan Seevaratnam v v v v v v v
Dian Gomes 4 v v v v v v
Corporate Governance Auditors

The corporate governance practices of the Company are
set out in detail on page 30.

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 on pages 73-76.
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Ernst & Young, Chartered Accountants, have been the
Company'’s Auditors and being eligible, offer themselves
for re-appointment for the next year at the forthcoming
Annual General Meeting. The Auditors’ fees are disclosed
in note 7 to the financial statements on page 71.
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As far as the Directors are aware, the Auditors do not
have any relationship (other than that of an Auditor) with
the Company other than those disclosed in note 7 to the
financial statements on page 71.

The Auditors also do not have any interest in the Company.

Accounting Policies

The Company prepared its annual financial statements
according to Sri  lLanka Accounting Standards
(SLFRSs/ LKASSs). All relevant applicable standards have
been followed in presenting the financial statements for
the financial year ended 31 December 2021.

Disclosures on Related Party Transactions (Non-
Recurrent)

There were 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 2021, which requires additional disclosures
in the Annual Report under Colombo Stock Exchange
listing Rule 9.3.2.

Non-recurrent Related Party Transactions are shown in
note 25.1.2 on page 90.

Disclosures on Related Party Transactions
(Recurrent Related Party Transactions )

Recurrent Related Party Transactions are shown in note
25.1.1 on page 88.

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.

Based on the recommendations of the RPTRC, the Board
of Directors confirmed at their meetings held on 18
February 2022, that all the Recurrent and Non-Recurrent
Related Party Transactions incurred during the year ended
31 December 2021 and estimated transactions for the
year 2022 were at arm'’s length and in compliance with the
rules and regulations.

Based on the recommendation of the RPTRC, the Board
resolved at the meeting held on 18 February 2022 that
all the Recurrent Related Party Transactions incurred
during the year, ended 31 December 2021 and estimated
transactions for the year 2022, were of a revenue or trading
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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 at the same meeting held on 18 February 2022
that all the Recurrent Related Party Transactions incurred
during the year ended 31 December 2021, and estimated
transactions for the year 2022 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

=\

Jason Avanceia
Managing Director

Al

Kumudu Dias
Director-Finance & Control

e C o

Keerthi Pathiraja
Company Secretary

23 March 2022

Nestlé Lanka PLC

Directors’ Responsibility for
Financial Reporting

The Company’s financial statements, presented in this
report for the financial year ended 31 December 2021,
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, M/s Ernst & Young, 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 Ernst & Young 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

18 February 2022
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Good For My Community
Nurturing Sri Lanka’s coconut industry,

As one of the world’s largest exporters of
Coconut Milk Powder, we work with a number
of mills to purchase coconut from over 8,000
farmers. In 2021, we paid out Rs. 6 Bn to the
local coconut industry for the procurement of
over 94 million fresh coconut. We also launched
the Nestlé Coconut Planin 2016 in collaboration
with the Coconut Cultivation Board of Sri
Lanka. This initiative, which supports 4,000
farmers today, offers its participants free hybrid
coconut plantlets and technical assistance. It
has also established six model farms to help
farmers benchmark best practice, latest of
which focuses on organic farming methods.




Good For My Community

Fostering home- grown. innovation

Last year, through Nestlé Connect, we
accelerated our efforts to encourage home-
grown youth innovation, by offering platforms
to connect with industry experts, and create
opportunities for our bright young minds
to be solution-finders for a healthier and
greener tomorrow. We used two tools to spark
creative disruption — an innovation challenge
in collaboration with local universities and an
idea hackathon in partnership with Hatch. Both
competitions focused on harnessing innovative
ideas in the areas of nutritious products which
use local ingredients, and green initiatives which
promote a sustainable Sri Lanka.




Good For My Community

Promoting decent employment and diversity

We are committed to creating a business culture
which provides equal opportunities for everyone
to contribute, grow and feel valued. Guided by our
strong values, we ensure that diversity and inclusion
are an integral part of how we do business. In our
journey of creating an environment that encourages
diverse talent, we have taken measures to give
equal consideration to male and female candidates
at the interview stage. We also carefully assess
succession planning for critical business roles and
execute established development plans for our
female employees to reach their potential and career
aspirations. As such, currently, 40% of our employees
engaged in international assignments are females.
Further, in our efforts to empower female employees
to successfully balance their multitasking roles, we are
proud to say that last year, we extended our current
maternity leave from 84 working days to six months
to support new mothers.




Company Highlights

2021 2020

Rs. Mn Rs. Mn

Revenue 45,420 37,866
Profit Before Taxation (PBT) 6,147 4,264
Profit After Taxation (PAT) 5,329 2,947
Net Operating Cashflows 4,782 6,100
Capital Expenditure 600 434
Shareholders Funds 8,435 5,934
Key Ratios 2021 2020
PBT as a % of Revenue 13.5% 11.3%
PAT as a % of Revenue 11.7% 7.8%
Effective Tax Rate 13.3% 30.9%
Earnings Per Share (Rs.) 99.19 54.85
Dividend Per Share (Rs.) 55.00 55.00
Dividend Payout Ratio 55.4% 100.3%
Net Assets Per Share (Rs.) 157.00 110.45
Return on Capital Employed 39.7% 56.1%
Current Ratio 1.74 0.89
Market Value Per Share (Rs.) - Highest 1,650.00 1,348.90
- Lowest 950.00 985.00

- Average 1,206.65 1,046.61

- Last Traded 1,215.50 1,275.00

Number of Personnel 812 802
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Independent Auditor’s Report

Ernst & Young Tel: +94 11 246 3500

Chartered Accountants Fax (Gen): +94 11 269 7369

201, De Saram Place Fax (Tax). +94 11 557 8180
Buliding a better RO. Box 101 Email: eysI@lk.eycom

working world Colomba 10, Sri Lanka  ey.com

TO THE SHAREHOLDERS OF NESTLE LANKA PLC

Report on the audit of the Financial Statements
Opinion

We have audited the financial statements of Nestlé Lanka
PLC (“the Company”), which comprise the statement
of financial position as at 31 December 2021, 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 to the
financial statements, including a summary of significant
accounting policies.

In our opinion, the accompanying financial statements
of the Company give a true and fair view of the financial
position of the Company as at 31 December 2021, and
of their financial performance and cash flows for the year
then ended in accordance with Sri Lanka Accounting
Standards.

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 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.

Key audit matters

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
financial statements of the current period. These matters
were addressed in the context of our audit of the financial
statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters.
For each matter below, our description of how our audit
addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the
Auditor’s responsibilities for the audit of the financial
statements section of our report, including in relation
to these matters. Accordingly, our audit included the
performance of procedures designed to respond to our
assessment of the risks of material misstatement of the
financial statements. The results of our audit procedures,
including the procedures performed to address the
matters below, provide the basis for our audit opinion on
the accompanying financial statements.

Partnars: H M A Jayesinghe FCA FCMA, R N de Saram ACA FCMA, Ms. N A De Silva FCA, W R H De Silva FCA ACMA, Ms. ¥ A De Silva FCA, Ms. K R M Fernandao FCA ACMA,
N Y RL Fernando ACA, ‘W K B 5 P Fernando FCA FCMA, Ms. L K H L Fonseka FCA, D N Gamage ACA ACMA, & F & Gunasekera FCA FCMA, A Herath FCA,
D K lulangamuwa FCA FCMA LLE (Longdon), Ms. A A Ludowyhke FCA FCMA, Ms. & G $ Manetunya FCA, & A J R Perera ACA ACMA, Ms. PV K N Sajewwani FCA

N M Sulaiman ACA ACMA, B E Wijesuriva FCA FCMA, C A Yalagala ACA ACMA

Principals: G B Goudian ACMA, Ms. P 5 Paranavitane ACMA LLE (Colombo), T P M Ruberu FCMA FCCA

A member firm of Ernst & Young Glabal Limiled
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Key Audit Matter

How our audit addressed the key audit matter

Measurement of Revenue net of Trade Allowances

As described in Notes 3.10 and 5 of the financial
statements, revenue from the sale of goods is recognized
when control of the goods has transferred to the customer
and is measured net of discounts, incentives, allowances
and promotional rebates (collectively ‘Trade Allowances’).

We deemed the measurement of Revenue net of Trade
Allowances to be a key audit matter due to the following;

« Materiality and complexity in estimating the amount
of Trade Allowances. The level of Trade Allowances
is estimated by Management using judgments based
on historical experience and the specific terms of
the agreements/arrangements with the customers.
These estimates are subject to uncertainty related to
future outcomes including possible changes in buying
patterns resulting from COVID-19.

« Consideration of Revenue net of Trade Allowances
as an important component in the determination of
measurable financial objectives linked to achievement
of performance targets and management incentive
schemes.

Our audit procedures amongst others included the
following:

« We assessed the appropriateness of the Company’s
revenue recognition accounting policy, including
the recognition and classification criteria for Trade
Allowances;

« Due to the reliance on information technology in
revenue recognition, we tested the integrity of the
general IT control environment relating to the most
significant IT systems relevant to revenue recognition
and tested IT application controls;

« We gained an understanding of the types of
arrangements, processes, and internal controls
related to Trade Allowances and tested selected
internal controls related to measuring and accounting
for Trade Allowances;

« We assessed whether judgements, estimates and
assumptions used in relation to Trade Allowances by
the Management were reasonable.

« For a sample of Trade Allowances arrangements,
we reconciled key inputs and assumptions used in
the estimates with relevant sources of information
including contracts with the relevant customers; and

« Weassessed the adequacy of the disclosures provided
in Notes 3.10 and 5 of the financial statements.

Other information included in the Company’s 2021
Annual Report

Other information consists of the information included in
the Annual Report, other than the financial statements
and our auditor’'s report thereon. The Management is
responsible for the other information.

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.
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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.

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.

Nestlé Lanka PLC
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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 SLAuUSs, we exercise
professional judgement and maintain professional skepticism
throughout the audit. We also:

« Identify 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.

« 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.

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

« 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 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.

Annual Report 2021

« 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.

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 relevant ethical
requirements in accordance with the Code of Ethic
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 2471.

B s

%

18 February 2022
Colombo

57



Statement of Profit or Loss and Statement of Financial Position
Other Comprehensive Income

For the Year Ended 31 December Note 2021 2020 As at 31 December Note 2021 2020

Rs.’000s Rs.’000s Rs.'000s Rs.'000s
Revenue 5 45,420,119 37,866,215 ASSETS

Non-Current Assets
Cost of Sales (30,751,323)  (25,647,194) Property, Plant and Equipment 12 7,850,323 8,396,939
Gross Profit 14,668,796 12,219,021 Capital Work-In-Progress 13 716,060 523,837
Other Operating Expenses 6 (35,777) (56,654) Other Non-Current Assets 15.2 321,761 349,027
Marketing, Selling and Distribution Expenses (5,815,722)  (5.129,361) LIELONIES 9,269,803
o Current Assets
Administrative Expenses (2,554,050) (2,536,100) Inventories 14 6,154,678 4,947,795
Profit from Operating Activities 7 6,263,247 4,496,906 Trade and Other Receivables 15 2,187,972 2,045,837
Finance Income 72,747 39,170 émiumz dcue ;“Em Rellated Parties 1? > gﬁ'ggg 5 gg%%
: ash and Cash Equivalents ' ' . .

F|nanFe Expenses (189,347) (272,155) 16,227,603 9.941876
Net Finance Expenses 8 (116,600) (232,985) Total Assets 25,115,747 19,211,679
Profit Before Taxation 6,146,647 4,263,921 EQUITY AND LIABILITIES
Income Tax Expense 9 (817,497) (1,317,038) Equity .

- Stated Capital 18 537,255 537,255
Profit for the Year 5,329,150 2,946,883 Retained Earnings and Reserves 7,897,398 5,396,528
Other Comprehensive Income - Net of Tax 8,434,653 5,933,783
ltems that will not be Reclassified to Profit or Loss Non-Current Liabilities

. . . ) S Retirement Benefit Obligations 19 194,530 439,120
Actuarial Gain/ (Loss) on Retirement Beneﬁt Obllgatlohs 19.5 108,513 (81,007) Deferred Tax Liabilitios 20 724596 1036119
Items that may be Subsequently Reclassified to Profit or Loss Non-Current Provisions 21 1,023,596 524,089
Gain/ (Loss) on Cash Flow Hedges 1,054 (4,210) Non-Current Financial Liabilities 22.1 5,417,887 84,460

109,567 (85,217) = e 7,360,609 2,083,788
- urrent Liabilities

Total Comprehensive Income - Net of Tax 5,438,717 2,861,666 Trade and Other Payables 23 6.417.646 6,225,296
Amounts due to Related Parties 24 1,988,465 1,893,087
Earnings Per Share (Rs.) Current Tax Payable 728,365 935,197
Basic and Diluted, Profit for the year attributable to Ordinary Shareholders 10 99.19 54.85 Dividends Payable 84,753 86,772
Current Financial Liabilities 22.2 101,256 2,053,756
Y i ) B i ) . . : . 9,320,485 11,194,108

N he F | f | fthe F | .F k e L=
. gtest'tc;t e Financial Statements”, form an integral part of the Financial Statements. Figures in brackets indicate Total Liabilitics 16,681,094 13277 896
eductions. Total Equity and Liabilities 25,115,747 19,211,679

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

| certify that these Financial Statements have been prepared in compliance with the requirements of the Companies Act
No. 7 of 2007.

fooht

Kumudu Dias

Director - Finance & Control

The Board of Directors is responsible for these Financial Statements.
Signed for and on behalf of the Board.

NESTLE LANKA PLC

Colombo
I T
— L
Jason Avancena Ranjan Seevaratnam
Managing Director Director

18 February 2022
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Statement of Changes in

Equity

Stated Retained Other Equity Total
Capital Earnings Reserves *

Rs."000s Rs."000s Rs."000s Rs.'000s
Balance as at 1 January 2020 537,255 4,925,608 46,746 5,509,609
Total Comprehensive Income for the Year
Profit for the Year - 2,946,883 - 2,946,883
Other Comprehensive Income/ (Expenses) - - (85,217) (85,217)
Transactions with Owners of the Company
Recognised Directly in Equity
Unclaimed Dividend Written Back - 114,467 - 114,467
Interim Dividend - (1,611,764) - (1,611,764)
Final Dividend - (940,195) - (940,195)
Balance as at 31 December 2020 537,255 5,434,999 (38,471) 5,933,783
Balance as at 1 January 2021 537,255 5,434,999 (38,471) 5,933,783
Total Comprehensive Income for the Year
Profit for the Year - 5,329,150 - 5,329,150
Other Comprehensive Income/ (Expenses) - - 109,567 109,567
Transactions with Owners of the Company
Recognised Directly in Equity
Unclaimed Dividend Written Back - 17,053 - 17,053
interim Dividend -...(1880391) -..(1,880,391)
Final Dividend - (1,074,509) - (1,074,509)
Balance as at 31 December 2021 537,255 7,826,302 71,096 8,434,653

* 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.

60

Nestlé Lanka PLC

Statement of Cash Flows

For the Year Ended 31 December Note 2021 2020
Rs.'000s Rs."000s
Cash Flows from Operating Activities
Profit Before Taxation 6,146,647 4,263,921
Adjustments for:
Depreciation of Property, Plant and Equipment 12.1&12.2 973,386 968,272
Loss/ (Gain) on Sale of Property, Plant and Equipment 6 (47,597) 2,205
Imputed Interest Cost of Staff Loan 27,864 31,731
Interest Expense 189,347 270,314
Interest Income (63,647) (39,170)
Movement of Retirement Benefit Obligation
(Excluding Actuarial Gain/ Loss) (02 (42,330)
Operating Profit Before Working Capital Changes 7,120,080 5,454,943
Working Capital Changes
(Increase)/ Decrease in Inventories 14 (1,206,883) (1,461,665)
(Increase)/ Decrease in Trade and Other Receivables (149,883) 636,894
(Increase)/ Decrease in Amount due from Related Parties 16 (432,748) (5,856)
Increase/ (Decrease) in Trade and Other Payables 224,639 1,249,597
Increase/ (Decrease) in Amount due to Related Parties 24 93,497 1,086,329
Cash Generated from Operations 5,648,702 6,960,242
Income Tax Paid (866,912) (859,873)
Net Cash Flows Generated from Operating Activities 4,781,790 6,100,369
Cash Flows from Investing Activities
Investment in Property, Plant and Equipment (599,245) (413,148)
Proceeds from Sale of Property, Plant and Equipment 26,858 840
Movement of Other Non-Current Financial Assets 15.2 27,266 17,088
Net Cash Flows Used in Investing Activities (545,121) (395,220)
Cash Flows from Financing Activities
Loans Obtained from Related Parties 25.1.2 5,373,200 -
Repayment of Loans Obtained from Related Parties 25.1.2 (1,893,000) -
Payment of Lease Liabilities 22.3.2 (80,660) (65,887)
Dividends Paid (2,939,866) (2,543,473)
Interest Paid (174,656) (265,547)
Interest Received 25,501 7,439
Net Cash Flows Generated from/ (Used in) Financing Activities 310,519 (2,867,468)
Net Increase in Cash and Cash Equivalents 4,547,188 2,837,681
Effect of Exchange Rate Changes on Cash and Cash Equivalents 10,282 (3,017)
Cash and Cash Equivalents at the Beginning of the Year 2,418,114 (416,550)
Cash and Cash Equivalents at the End of the Year 17 6,975,584 2,418,114
Analysis of Cash and Cash Equivalents at the End of the Year
Cash and Cash Equivalents in the Statement of Financial Position 7,011,873 2,507,912
Current Financial Liabilities (Excluding Short Term Lease Liabilities & Loan (36,289) (89,798)
from Related Party)
Cash and Cash Equivalents in the Statement of Cash Flows 17 6,975,584 2,418,114
"Notes to the Financial Statements”, form an integral part of the Financial Statements. Figures in brackets indicate
deductions.
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Notes to the Financial Statements

1.1.

2.2,
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Reporting Entity

Nestlé Lanka PLC is a Company incorporated and
domiciled in Sri Lanka and listed on 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 parent and holding Company is Nestlé S.A.

Principal Activities and Nature of Operations

Principal activities of the Company include
manufacturing, marketing, selling and distribution
of food and beverage products including export of
locally manufactured products and re-export of such
products.

Basis of Preparation
Statement of Compliance

Nestlé Lanka PLC has prepared the financial
statements in accordance with the Sri Lanka
Accounting Standards (LKASs and SLFRSs) issued by
the Institute of Chartered Accountants of Sri Lanka, the
requirements of the Companies Act No. 7 of 2007 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, are prepared following the accrual basis of
accounting.

The financial statements were authorised for issue
by the Board of Directors at the meeting held on 18
February 2022.

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,

« Liabilities for the cash-settled share-based
payment arrangements, measured at fair value,
and

« Derivative financial instruments, measured at fair
value

2.3.

24,

2.5.

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,
except when otherwise indicated.

Going Concern

In preparing these financial statements, based on the
available information the management has assessed
the existing and anticipated effects of COVID-19 on
the Company and the appropriateness of the use of
the going concern basis.

The management has evaluated the resilience of its
business considering a wide range of factors such
as current and expected profitability, the impact
on cash flows, foreign currency liquidity, the ability
to defer non-essential capital expenditure and the
ability to continue providing goods and services. The
directors are satisfied that the Company has adequate
resources to continue in operational existence for
the foreseeable future, to justify adopting the going
concern basis in preparing these financial statements.

Use of Estimates and Judgments

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 in the
application of policies. The estimates, judgements
and associated assumptions are based on current
knowledge, historical experience and various other
factors that are held to be reasonable under the
circumstances. 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.

Nestlé Lanka PLC

3.1.

3.2,

Significant judgements, estimates and assumptions
made by management in preparing these financial
statements are explained further in relevant notes
including useful lives of Property, Plantand Equipment,
Impairment of Financial and Non-Financial Assets,
Employee Benefits, Revenue, Provisions, Income
Taxes and Contingent Liabilities.

In determining the above significant management
judgments, estimates and assumptions the probable
effect of ongoing COVID-19 pandemic was considered
as of the reporting date.

Accounting Policies

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

Significant Accounting Policies
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.

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 through
Profit or Loss 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

Annual Report 2021

terms require delivery of the assets within the time
frame established by regulation or convention in the
marketplace (regular-way purchase or sale).

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 and
as measured either:

« atamortised cost;

. at Fair Value through Other Comprehensive
Income (FVOCI); or

« at Fair Value through 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 and
bank balances and money market 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
and short-term borrowings of less than three months
maturity.

¢) Financial Liabilities at Amortised Cost

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

Subsequent to the 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 trade and other payables, as well as
other financial liabilities.
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Financial liabilities at amortised cost are further
classified as current and non-current depending on
whether these will fall due within 12 months after the
reporting date or beyond.

Financial liabilities are derecognised (in full or partly)
when the obligation specified in the contract is either
discharged, canceled, expired 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
forecasted 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.

Property, Plant and Equipment
a) Recognition and Measurement

Property, plant and equipment are stated at cost
less accumulated depreciation and accumulated
impairment losses.

Cost includes expenditure that are 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 the 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.

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

Borrowing costs 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) 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 repairs and maintenance of property, plant
and equipment are recognised in the Statement of
Profit or Loss and Other Comprehensive Income as
incurred.

c) 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, property, plant and equipment. Land is not
depreciated. The residual values are 30% on head
office buildings and nil for all other asset types. The
estimated useful lives for the current and comparative
periods are as follows;

- Buildings on Freehold/

Leasehold land 25 - 35 years
- Plant and Machinery 10 - 25 years
- Tools, Furniture and Office

) 4 - 12 years

Equipment
- Motor Vehicles 5 years
- Inf i

nformation Systems/ 3-8 years

Technology Equipment

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

The depreciation methods, useful lives and residual
values are reassessed annually or on an earlier date,
where any circumstances indicate such assessment is
required.
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d) 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 or losses on disposal of an item of property,
plantand 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 on net basis
within “Other Operating Income/ (Expenses)” in the
Statement of Profit or Loss and Other Comprehensive
Income.

e) Capital Work-In-Progress

Capital expenses incurred 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 are transferred to property,
plant and equipment. Capital work-in-progress is
stated at cost, net of accumulated impairment if any.

Intangible Assets

The Company recognises intangible assets, 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.

a) Recognition and Measurement

Intangible assets that are acquired by the Company,
which have finite useful lives are recognised and
carried at cost less accumulated amortisation and
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.

¢) 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.
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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 or 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 on net basis within “Other
Operating Income/ (Expenses)” in the Statement of
Profit or Loss and Other Comprehensive Income.

Impairment & Derecognition
a) Financial Assets

Ateachreporting 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 an objective
evidence of an impairment, such as where the issuer
is in bankruptcy, default or other significant financial
difficulties. 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
(ECLs), 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.

Fortrade receivables, the Company applies a simplified
approach in calculating ECLs and recognises a loss
allowance based on lifetime ECLs at each reporting
date. The Company has established a provision
methodology that is based on its historical credit
loss experience, adjusted for forward-looking factors
specific to the debtors and the economic environment.
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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 Assets

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 an 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
from 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 higher 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 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.

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

3.6.

3.7.

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.

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 Right-of-Use (ROU)
assets and the amount of lease liabilities at the
commencement of the lease. The cost of right of
use assets includes the amount of lease liabilities
recognised, initial direct costs incurred, and lease
payments made at or before the commencement date
less any lease incentives received. Right of use assets
are depreciated over the shorter of the lease term or
the useful life of the underlying asset and are subject
to testing for impairment if there is an indicator.

Lease payments may include fixed payments
and variable payments that depend on the lease
agreements. When the lease contains an extension
or a 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 liabilities are 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.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Raw and packaging materials are
valued at purchase cost on a First-In-First-Out (FIFO)
basis. Purchased energy and technical materials are
valued at moving average cost for the period. Work-
in-progress and finished goods are valued at weighted

Nestlé Lanka PLC

3.8.

average cost including 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. Provisions are made where necessary for
obsolete, slow-moving and defective stocks.

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 current and 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 income/ (expense) 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 obligation 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 of actuarial gains/ (losses) and the return
on plan assets (excluding interest). The Company
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recognises them immediately in Other Comprehensive
Income. All other expenses related to defined benefit
plans are 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

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 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 remeasured 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.
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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.

If the effect of the time value of money is material,
provisions are discounted using a current pre-tax rate,
that reflects, where appropriate, the risks specific to
the liability. Where discounting is used, the increase in
the provision due to the passage of time is recognised
as an interest expense.

Dividends

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

Revenue
Revenue from Contracts with Customers

Revenue represents amounts received and receivable
for goods supplied to the customers. Revenue from
the contracts with customers is recognised in the
Statement of Profit or Loss and Other Comprehensive
Income at the time when control of the goods are
transferred to the customer, generally on delivery of
the goods.

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 trade rebates (collectively "trade
allowances"). 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.

They are estimated using judgments based on
historical experience and the specific terms of the
agreements with the customers.

3.11.

3.12.
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Other Operating Income/ (Expenses)

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/ (Expenses)

Other income/ (expenses) is recognised on an accrual
basis.

Expenses
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
Company 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.

Finance Income and Finance Expenses

Net finance expenses comprise of interest expense
on financial liabilities, interest income from funds
invested/ deposited and foreign exchange gains and
losses relating to foreign currency denominated liquid
assets and financial liabilities that are recognised in the
Statement of Profit or Loss and Other Comprehensive
Income.

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.

Nestlé Lanka PLC

3.14.

3.15.

Income Tax Expense

Income tax expense for the year comprises of 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 income tax assets and liabilities are measured
at the amount expected to be recovered from or
paid to the taxation authorities. The tax rates and tax
laws used to compute the amount are those that are
enacted or substantively enacted at the reporting
date. Current income tax computation is based on the
provisions of the Inland Revenue Act No. 24 of 2017,
which is the principal enactment as amended by the
Inland Revenue (Amendment) Act No. 10 of 2021
and any subsequent amendments thereto enacted (or
substantively enacted) as at the end of the reporting
period.

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.

Statement of Cash Flows

The Statement of Cash Flows is prepared using the
indirect method in accordance with the Sri Lanka
Accounting Standard No. 7 — Statement of Cash Flows
(LKAS 7).
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3.16.

3.17.

3.18.

Related Party Transactions

Disclosures are 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.

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

Operating Segments

A segment is a distinguishable component of
the Company that is engaged either in providing
related products (business segment), or in providing
products 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.
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3.20.

3.21.
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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.

Commitments and Contingencies

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

Events Occurring After the Reporting Period

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

Changes to Accounting Standards, that may
affect the Company after 31 December 2021

Following amendments to the existing Sri Lanka
Accounting Standards issued not yet effective as at the
reporting date, have not been applied when preparing
the Financial Statements. The Company intends to
adopt these amended standards and interpretations,
if applicable, when they become effective.

- SLFRS 9 Financial Instruments — Fees in the "10 per
cent’ test for derecognition of financial liabilities

- Amendments to LKAS 16 Property, Plant &
Equipment : Proceeds before Intended Use

- Amendments to LKAS 37 Provisions, Contingent
Liabilities and Contingent Assets : Onerous
Contracts — Costs of Fulfilling a Contract

Nestlé Lanka PLC

7.1.

Revenue
For the Year Ended 31 December 2021 2020
Rs.'000s Rs.'000s
Domestic 39,482,216 33,913,605
Export 8,203,117 6,140,121
Total Revenue 47,685,333 40,053,726
Less : Trade Discounts and Volume Rebates (2,265,214) (2,187,511)
45,420,119 37,866,215
Other Operating Expenses
For the Year Ended 31 December 2021 2020
Rs.'000s Rs.'000s
Net Foreign Exchange Loss (137,963) (102,380)
Net Gain/ (Loss) on Sale of Property, Plant and Equipment 47,597 (2,205)
Income from Scrap Sales 54,589 47,931
(35,777) (56,654)

Profit from Operating Activities

Profit from Operating Activities are Stated after Charging/ (Crediting) all Expenses Including the

Following:

For the Year Ended 31 December 2021 2020
Rs.'000s Rs.'000s
Employee Benefit Expenses (Note 7.1) 3,049,785 2,817,177
General Licence Fee 2,148,492 1,829,334
Depreciation of Property, Plant and Equipment 973,386 968,272
Provision for Inventories and Inventory Written Off 264,975 162,828
Net Impairment of Trade Receivables (19,952) (3,560)
Legal Fees 12,736 16,958
Auditors Remuneration - Audit 3,600 3,600
- Non-Audit 375 375

Employee Benefit Expenses
For the Year Ended 31 December 2021 2020
Rs.'000s Rs.'000s
Salaries and Wages 2,209,208 2,049,326
Contributions to Defined Contribution Plans 205,559 188,547
Provision for Retirement Benefit Obligations (Note 19.3) 31,370 94,150
Other Benefits 603,648 485,154
3,049,785 2,817,177
71
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Net Finance Income/ (Expenses) 9.2.
For the Year Ended 31 December 2021 2020

Rs.'000s Rs.'000s
Finance Income
Interest on Bank and Other Deposits 25,501 7,439
Net Foreign Exchange Gain on Liquid Assets 19,382 -
Imputed Interest on Staff Loans 27,864 31,731

72,747 39,170

Finance Expenses
Interest on Financial Liabilities (176,047) (267,297)
Net Loss on Foreign Currency Related Party Loan (13,300) -
Net Foreign Exchange Loss on Liquid Assets - (4,858) 10.

(189,347) (272,155)

(116,600) (232,985)
Income Tax Expense
For the Year Ended 31 December 2021 2020

Rs.'000s Rs."000s
Current Tax Expense
Tax on Current Year Profits 1,044,006 1,142,563
Net Provision in Respect of Previous Years 115,581 102,655

1,159,587 1,245,218 11

Deferred Tax Expense :
Origination/ (Reversal) of Temporary Differences (Note 20.1) (342,090) 71,820

817,497 1,317,038
The Company has used new tax rates introduced in the Inland Revenue (Amendment) Act No. 10 of 2021
certified on 13 May 2021, (with retrospective effect from 01 January 2020) for the income and deferred taxation.
Accordingly, 18% for Manufacturing Business Profits, 14% for Export Profits and 24% for Trading and Other Income
have been used as against the previous standard rate of 28%. The resultant impact has been recognised in the 12

Statement of Profit or Loss and Other Comprehensive Income.

Impact of income tax rate change relating to the prior year to the income tax expense is Rs. 783 Mn (Current Tax - Rs.

413 Mn and Deferred Tax - Rs. 370 Mn).

Reconciliation Between Accounting Profit and Taxable Profit

For the year ended 31 December 2021 2020
Rs."000s Rs.'000s
Accounting Profit Before Tax 6,146,647 4,263,921
Net Disallowances/ (Allowances) (319,585) (49,794)
Accounting Depreciation 973,386 968,271
Capital Allowances (1,068,953) (1,1701,815)
Taxable Profit 5,731,495 4,080,583
Tax on Current Year Profit 1,044,006 1,142,563

Reconciliation of the Accounting Profit to Income Tax Expense

For the year ended 31 December 2021 2020

Rs.'000s Rs.'000s
Accounting Profit Before Tax 6,146,647 4,263,921
Tax at Applicable Tax Rates 1,119,919 1,193,898
Income Tax Reversal due to Reduction in Tax Rate (413,015) -
Deferred Tax Reversal due to Reduction in Tax Rate (370,043) -
Adjustments in Respect of Previous Years (Note 21) 522,107 102,655
Tax Effect of Net Permanent Differences (41,471) 20,485
Income Tax Expense at the Effective Income Tax Rate of 13.3% (2020: 30.9%) 817,497 1,317,038

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:

2021 2020

Rs."000s Rs.'000s

Profit Attributable to Ordinary Shareholders 5,329,150 2,946,883
Weighted Average Number of Shares 53,725,463 53,725,463
Basic and Diluted Earnings Per Share (Rs.) 99.19 54.85

Dividend Per Share (DPS)

The Board of Directors has declared an interim dividend of Rs. 20.00 per share on 18 February 2022 and have also
proposed a final dividend of Rs. 35.00 per share for the year ended 31 December 2021, 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 and final dividend have not been recognised as a liability as at 31

December 2021.

Dividend (including Interim) per share of the Company is Rs. 55.00 for 2021 (2020 - Rs. 55.00).

Property, Plant and Equipment

As at 31 December 2021 2020
Rs.'000s Rs."000s
Property, Plant and Equipment Owned (Note 12.1) 7,772,401 8,265,987
Right-of-Use Assets (Note 12.2) 77,922 130,952
7,850,323 8,396,939
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Total

Motor Information

Vehicles

Tools,

Plant and
Machinery

Freehold Buildings on Buildings on

Furniture System

Freehold Leasehold

Land

Equipment

and Office
Equipment

Land

Land

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

Rs.'000s

Cost

9,103,187 1,891,822 121,639 466,658 15,346,444

3,596,405

148,808

17,925

Balance as at 1 January 2020

Additions

92,066
195,703

8,029 10,600 21,974 39,608
138,815 35,476

19,814

11,855

1,598
(6,810)
501,054

Transferred from Capital Work-in-Progress

(10,671)
15,623,542

(3,861)
117,778

Disposals

9,252,602 1,949,272

3,624,248

160,663

17,925

Balance as at 31 December 2020

Depreciation and Impairment

631,249 3,957,998 1,409,814 104,011 310,969 6,462,020

107,510

47,979

Balance as at 1 January 2020

904,547

67,642

7,827
(3,861)
107,977

163,470

549,455

8,643

Depreciation

(9,012)
7,357,555

(5,157)

373,460

On Disposals

738,759 4,507,453 1,573,284

56,622

Balance as at 31 December 2020

Cost

15,623,542

501,054

117,778

9,252,602 1,949,272

3,624,248

160,663

17,925

Balance as at 1 January 2021

Additions

118,624
288,994

47,505
11,144

(28,250)
531,453 15,884,413

46,028
32,809
(55,955)

1,972,154

17,556
157,075

5,493

80,586

2,042
7,380

Transferred from Capital Work-in-Progress

(20,529) (146,747)

97,249

(42,013)
9,385,220

Disposals

3,710,327

170,085

17,925

Balance as at 31 December 2021

Depreciation and Impairment

7,357,555

373,460

107,977

738,759 4,507,453 1,573,284

116,127

56,622

Balance as at 1 January 2021

898,270

65,929
(28,250)
411,139

6,596
(20,529)

137,511

566,568

5,539

Depreciation

(143,813)
8,112,012

(55,854)
1,654,941

(39,180)
5,034,841

On Disposals

94,044

854,886

62,161

Balance as at 31 December 2021

Written Down Value

8,265,987
7,772,401

127,594
120,314

9,801

375,988
317,213

4,745,149
4,350,379

104,041 2,885,489
2,855,441

17,925
17,925

As at 31 December 2020
As at 31 December 2021

3,205

107,924

Nestlé Lanka PLC

12.1.1.The cost of fully depreciated property, plant and equipment which are still in use as at 31 December 2021 is

amounting to Rs. 3,456 Mn (2020 - Rs. 3,045 Mn).

12.1.2. The fair valuation of freehold land & building situated at No.440, T.B. Jayah Mawatha, Colombo 10 was determined

based on a valuation performed on 05 October 2020 by Messer. KPMG Deal Advisory (Pvt) Ltd., (Certified by Mr. B.
J. B. Kariyawasam, Independent Chartered Valuer). Market values and other details are given in the following table;

Property Valuation Extent Rs. Mn Significant
Techniques Unobservable Inputs

Freehold Land Market Approach 239 P 3,107 Price per perch
Rs.13 Mn

Freehold Building (1 Building) Cost Approach 50,038 sq. ft. 210 Price per sq. ft.
Rs. 6,000

Description of Valuation Techniques

Market Approach Cost Approach

The selling price of a similar property within a The market value of a property is estimated as a function
reasonably recent period of time in determining the of the current cost to purchase or replace the property.
fair value of the property being revalued. This involves Adjustments to new replacement cost are made to account
evaluation of recent active market prices of similar for depreciation, to determine the market value of the
assets, making appropriate adjustments for any property.

differences in the nature, size, location or condition of

the specific property.

The market values have not been considered in the Financial Statements, in line with the Company's accounting
policy; the said property is carried at cost.

There were no restrictions that existed on the title to the property, plant and equipment of the Company as at the
reporting date.
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Land Buildings Motor Total
Vehicles

Rs.'000s Rs.'000s Rs."000s Rs.'000s
Cost
Balance as at 1 January 2020 769 36,378 202,066 239,113
Additions - 41,505 32,364 73,869
Disposals - (36,378) (49,503) (85,881)
Balance as at 31 December 2020 769 41,505 184,827 227,101
Depreciation
Balance as at 1 January 2020 597 19,200 91,435 111,232
Charge for the Year 15 12,411 51,299 63,725
On Disposals - (29,305) (49,503) (78,808)
Balance as at 31 December 2020 612 2,306 93,231 96,149
Cost
Balance as at 1 January 2021 769 41,505 184,827 227,101
Additions - - 24,756 24,756
Disposals - - (19,280) (19,280)
Balance as at 31 December 2021 769 41,505 190,303 232,577
Depreciation
Balance as at 1 January 2021 612 2,306 93,231 96,149
Charge for the Year 15 13,835 61,266 75,116
On Disposals - - (16,610) (16,610)
Balance as at 31 December 2021 627 16,141 137,887 154,655
Written Down Value
As at 31 December 2020 157 39,199 91,596 130,952
As at 31 December 2021 142 25,364 52,416 77,922

The leasehold land is for factory premises with a duration of fifty years.

The leasehold building 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.

Capital Work-In-Progress

2021 2020

Rs.'000s Rs."000s

Balance as at 1 January 523,837 377,235
Additions during the Year 481,217 342,305
Capitalised during the Year (288,994) (195,703)
Balance as at 31 December 716,060 523,837

Nestlé Lanka PLC

14. Inventories

As at 31 December 2021 2020
Rs."000s Rs.’000s

Raw and Packaging Materials 1,835,494 1,627,964
Finished Goods 2,324,331 1,806,538
Energy and Technical Materials 453,053 379,960
Work-In-Progress 182,847 75,527
Goods-In-Transit 1,358,953 1,057,806
6,154,678 4,947,795

During 2021, Rs. 21.8 Mn (2020 - Rs. 11.6 Mn) was recognised under cost of sales for inventories where net

realisable value is lower than its carrying value.

15. Trade and Other Receivables

As at 31 December 2021 2020
Rs.'000s Rs."000s
Trade Receivables (Note 15.1) 1,881,834 1,797,703
Other Receivables - Current (Note 15.2) 306,138 248,134
2,187,972 2,045,837
15.1. Trade Receivables
As at 31 December 2021 2020
Rs."000s Rs.’000s
Trade Receivables 1,985,213 1,924,234
Less: Impairment of Trade Receivables (Note 15.1.1) (103,379) (126,531)
1,881,834 1,797,703
15.1.1. Impairment of Trade Receivables
2021 2020
Rs."000s Rs.’000s
Balance as at 1 January 126,531 130,091
Net Charge/ (Reversal) for the Year (19,952) (3,560)
Write-off during the Year (3,200) -
Balance as at 31 December 103,379 126,531
77
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15.2. Other Receivables 16. Amounts due from Related Parties
As at 31 December 2021 2020 As at 31 December 2021 2020
Rs.'000s Rs.'000s Rs.'000s Rs.'000s
Loans to Employees (Note 15.2.1) 369,401 394,277 Nestlé Business Services AOA, Inc. 132 43
Prepayments 171,737 117,233 Nestlé India Ltd. 240,828 17,726
Derivatives-Forward Exchange Contract - 14,536 Nestlé Manufacturing (Malaysia) Sdn. Bhd. 10,005 822
Others 86,761 71,115 Nestlé R&D Center (Pte) Ltd. 446 1,528
627,899 597,161 Nestlé Singapore (Pte) Ltd. - 182
Nestlé Enterprises S.A. 475,232 -
Current 306,138 248,134 Nestlé USA, Inc. 995 16
Non-Current 321,761 349,027 Société des Produits Nestlé S.A. 3,019 -
627,899 597,161 Nestrade S.A. 142,423 420,015
873,080 440,332
15.2.1. Loans to Employees
2021 2020 17. Cash and Cash Equivalents
Rs.'000s Rs.'000s As at 31 December 2021 2020
Rs."000s Rs.'000s
Balance as at 1 January 394,277 411,477

Granted during the Year 108,682 144,468 Balances with Banks 4,519,780 2,098,733
Repaid during the Year (133,558) (161,668) Short Term Deposits 2,492,093 409,179
Balance as at 31 December 369,401 394,277 Cash and Cash Equivalents in the Statement of Financial Position 7,011,873 2,507,912

Bank Overdrafts and Other Current Financial Liabilities [Excluding Short Term
All employee loans are disbursed as per the Company policies. Lease Liabilities & Loan from Related Party] (Note 22.2) (36,289) (89,798)
Cash and Cash Equivalents in the Statement of Cash Flows 6,975,584 2,418,114

The Company has no restrictions on cash and cash equivalents from being exchanged or used to settle a liability for
at least twelve months after the reporting period.

18. Stated Capital

As at 31 December 2021 2020
Rs.'000s Rs.'000s

Ordinary Shares Issued and Fully-paid
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 shareholders' meetings of the Company.
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Retirement Benefit Obligations

As at 31 December 2021 2020
Rs.'000s Rs.'000s

Present Value of Defined Benefit Obligations

Pension Plan 525,520 587,010
Gratuity Plan 552,510 623,920
Total Present Value of the Defined Benefit Obligations (Note 19.1) 1,078,030 1,210,930
Total Fair Value of Plan Assets (Note 19.2) (883,500) (771,810)
Present Value of Net Retirement Benefit Obligations 194,530 439,120

Employees who joined prior to 2006 and who hold a minimum 10 years of service, are entitled to a lump sum
pension upon retirement. In addition, there are 21 (2020 - 22) 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. With effect from 17 November 2021, the retirement age of
employees is amended by the Minimum Retirement Age of Workers Act No. 28 of 2021 as follows;

As on 17 November 2021, Employees
who have attained the Age of;

Retirement Age

Less than 52 years 60 years
53 years 59 years
54 years 58 years
55 years 57 years

The gratuity plan and pension plan is partially funded by a policy obtained from AIA Insurance Lanka Ltd.. 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. 131.8 Mn as contributions to its plan assets for the period ended 31 December
2022. 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".

Nestlé Lanka PLC

19.1.

19.2.

19.3.

Movement in the Present Value of the Defined Benefit Obligations
2021 2020
Rs.'000s Rs.'000s
Balance as at 1 January 1,210,930 1,135,940
Current Service Cost 70,840 60,980
Past Service Credit (69,600) -
Interest Cost 93,690 115,260
Benefits Paid to the Employees (103,860) (214,520)
Remeasurements
Actuarial Loss/ (Gain) - Experience Adjustments 21,040 (22,960)
Actuarial Loss/ (Gain) - Demographic Assumptions 26,960 -
Actuarial Loss/ (Gain) - Financial Assumptions (171,970) 136,230
Balance as at 31 December 1,078,030 1,210,930

The weighted average duration of the defined benefit obligation at the end of the reporting period is as follows;
Pension Plan - 7 years (2020 : 7 years)
Gratuity Plan - 13 years (2020 : 13 years)

Movement in the Fair Value of Plan Assets
2021 2020
Rs."000s Rs.’000s
Balance as at 1 January 771,810 767,000
Contributions by Employer 121,120 120,820
Benefits Reimbursed by the Plan (87,690) (198,860)
Interest Income 63,560 82,090
Return of Plan Assets Greater/ (Lesser) than Discount Rate (Excluding Interest 14,700 760
Income)
Balance as at 31 December 883,500 771,810
The Expense Recognised in Statement of Profit or Loss
For the Year Ended 31 December 2021 2020
Rs.'000s Rs."000s
Current Service Cost 70,840 60,980
Past Service Credit (69,600) -
Net Interest on Defined Benefit Obligation 30,130 33,170
31,370 94,150

The retirement benefit plan of the Company was amended due to the increase in retirement age enacted by the
Minimum Retirement Age of Workers Act No. 28 of 2021. The resulting change in the present value of defined
benefit obligation was recognised in the Statement of Profit or Loss as a past service credit of Rs. 69.6 Mn.
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Expected Benefit Payments to Employees
The Expected Benefit Payment for the Year Ending

The Expected Benefit Payment for the Year Ending; Pension Gratuity Total

Rs.’000s Rs."000s Rs.’000s
31 December 2022 28,190 25,430 53,620
31 December 2023 29,510 27,440 56,950
31 December 2024 44,990 43,040 88,030
31 December 2025 96,690 98,290 194,980
31 December 2026 104,440 95,290 199,730
31 December 2027 to 2031 243,460 461,700 705,160

The Income/ (Expense) Recognised in Other Comprehensive Income, in relation to Retirement Benefit

Obligation
For the Year Ended 31 December 2021 2020
Rs.'000s Rs.’000s
Actuarial Gain/ (Loss) 138,670 (112,510)
Deferred Tax Impact on Actuarial Gain/ (Loss) (30,157) 31,503
Actuarial Gain/ (Loss) - Net of Tax 108,513 (81,007)
Actuarial Assumptions
Principal actuarial assumptions as at the reporting date:
2021 2020
Rs."000s Rs.’000s
(1) Rate of Discount 11.0% 8.0%

(2) Future Salary Increase

First 5 Years

9.0% to 12.0%

8.0% to 9.0%

Beyond 5 Years

9.0%

8.0%

(3) Future Pension Increase

7.0%

7.0%

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,
promotions, 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 LKAS 19 coupled with a long-term view of the underlying variables/ trends, wherever required.

Nestlé Lanka PLC

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.
2021 2020
+ 0.5% -0.5% + 0.5% -0.5%
Rs.'000s Rs.000s Rs.'000s Rs.000s
Rate of Discount (40,810) 43,440 (36,860) 39,030
Future Salary Increase 43,250 (38,480) 36,060 (34,440)
Future Pension Increase 5,070 (4,810) 5,290 (5,000)
2021 2020
Scaled up Scaled down Scaled up Scaled down
by 1 year by 1 year by 1 year by 1 year
Rs.'000s Rs.'000s Rs.'000s Rs.'000s
Mortality Rates (5,950) 5,970 (4,410) 4,450
19.7. The Composition of Insurance Plan Asset

2021 2020
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 AlA Insurance Lanka Ltd. as at 31 December 2021 2020
Government Securities 71.3% 72.3%
Corporate Debt 27.5% 26.2%
Policyholder Loans 1.1% 1.4%
Equity 0.1% 0.1%
100.0% 100.0%
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20. Net Deferred Tax Liabilities 22. Financial Liabilities
2021 2020 As at 31 December Interest Maturity 2021 2020
Rs.'000s Rs.'000s Rate Rs.'000s Rs.'000s
Balance as at 1 January 1,036,119 997,439 22.1. Non-Current Financial Liabilities
Net Charge/ (Reversal) for the Year 58,520 38,680 Loan from Related Party (Note 22.1.17) 3 Months Oct-24 5,386,500 -
Reversal due to Income Tax Rate Change (370,043) - LIBOR+2.5%
Balance as at 31 December 724,596 1,036,119 Non-Current Lease Liabilities (Note 22.3) 9.0% - 14.0% 2022-2031 31,387 84,460
5,417,887 84,460
20.1. Deferred Taxes - Origination/ (Reversal) of Temporary Differences
For the Year Ended 31 December 2021 2020 22.1.1. The Company has obtained E'l USD denominated loan from Nestlé Treasury Center - Middlg East angl Africa Ltd.
Rs.000s Rs‘000s on 28 October 2021 amounting to R§. 5,386.5 Mn ’(USD 26.6 Mn), in order to fund operational foreign currgncy
requirements. The interest rate was priced on an arm’s length basis and approved by the Related Party Transactions
Recognised in Statement of Profit or Loss due to during the Year Transactions 27.953 71.820 Revieyv Committee. The Board of Directors of Nestlé Lanka PLC granted their approval for this transaction at a Board
Recognised in Statement of Profit or Loss due to Reduction in Tax Rate (370,043) - Meeting held on 22 September 2021.
(342,090) 71,820 The loan is subjected to foreign currency exposure/ fluctuations and is for a duration of three years.
Recognised in Other Comprehensive Income during the Year Transactions 24,961 (33,140)
Recognised in Other Comprehensive Income due to Reduction in Tax Rate 5,606 - 22.2. Current Financial Liabilities
30,560 (33,140)
(311,523) 38,680 As at 31 December 2021 2020
Rs.'000s Rs.'000s
Deferred taxes of the Company is computed at the rate of 18% (2020 - 28%).
Bank Overdrafts 481 1,801
20.2. Types of Temporary Differences and the related Tax Effect Distributor Finance with Recourse to Company 35,808 87,997
As at 31 December 2021 2020 Current Lease Liabilities (Note 22.3) 64,967 70,958
e Tax Effect Temporary Tax Effect Loan from Related Party (Note 22.2.17) - 1,893,000
. . 101,256 2,053,756
Difference Difference
Rs.'000s Rs."000s Rs.'000s Rs."000s
22.2.1. The Company had obtained a loan from the Nestlé Treasury Centre - Middle East and Africa Ltd. in May 2018,
Property, Plant and Equipment 4,953,630 891,653 4,764,525 1,334,067 amounting to Rs. 1,893 Mn, to partially fund capital expenditure. The interest rate was priced on an arm’s length
Retirement Benefit Obligations (89,637) (16,135) (300,800) (84,224) basis and approved by the Related Party Transactions Review Committee meeting held on 22 February 2018.
Other Employee Benefits (523,460) (94,223) (485,361) (135,907)
Inventories, Receivables and Others (314,997) (56,699) (277,939) (77,823) The loan was free from foreign currency exposure/ fluctuations and was for a duration of three years. This was
4,025,536 724,596 3,700,425 1,036,119 settled in May 2021.
21. Non-Current Provisions
2021 2020
Rs.'000s Rs.'000s
Balance as at 1 January 524,089 421,434
Provisions/ (Reversals) 522,107 102,655
Utilisation/ Settlement (22,600) -
Balance as at 31 December 1,023,596 524,089

Non-Current Provisions represent best estimates of the management made mainly for probable claims arising out
of tax assessments which were issued against the Company for which appeals have been lodged against the tax
authorities. The probability and the timing of the outflows with regard to these matters depend on the ultimate
settlement/ conclusion with the relevant authority.
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22.3.1.

22.3.2.
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Lease Liabilities

As at 31 December 2021 2020
Rs.’000s Rs."000s
Maturity Analysis - Contractual Undiscounted Amounts
Not later than One Year 69,520 71,765
Later than One Year and not later than Five Years 30,386 91,218
Later than Five Years 7,284 9,105
107,190 172,088
Discounted Amounts included in the Statement of Financial Position
Current (Note 22.2) 64,967 70,958
Non-Current (Note 22.17) 31,387 84,460
96,354 155,418
Amounts Recognised in Statement of Profit or Loss
For the Year Ended 31 December 2021 2020
Rs.'000s Rs.000s
Interest on Lease Liabilities 11,395 13,656
Depreciation on Lease Assets 75,116 63,725
Expenses relating to Short - Term Leases 1,934 21,211
Expenses relating to Leases of Low Value Assets, excluding Short-Term Leases 7.874 8,194
of Low Value Assets
96,319 106,786
Amounts Recognised in Statement of Cash Flows
For the Year Ended 31 December 2021 2020
Rs."000s Rs.’000s
Total Cash Outflow for Lease Liabilities 80,660 65,887

Nestlé Lanka PLC

23.

24,

Trade and Other Payables

As at 31 December 2021 2020
Rs.'000s Rs.'000s
Trade Payables 4,165,835 3,918,784
Customers’ Credit Balances and Trade Accruals 726,021 936,735
Employee Related Payables 612,649 556,279
Supplier Payables Relating to Capital Expenditure 349,173 348,575
Derivatives - Forward Exchange Contract 4 11,674
Others 563,964 453,249
6,417,646 6,225,296

Amounts due to Related Parties
As at 31 December 2021 2020
Rs.'000s Rs.'000s
Nestlé Australia Ltd. 20,560 40,786
Nestlé France S.A.S. 827 1,065
Nestlé India Ltd. 34,336 41,902
Nestlé Nederland BV. 309 -
Nestlé Operational Services Worldwide S.A. - 2,052
Nestlé Philippines, Inc. 322 -
Nestlé Cote D'Ivoire 503 -
Nestlé Regional Service Centre (Malaysia) Sdn. Bhd. - 740
Nestlé Singapore (Pte) Ltd. 310 -
Nestlé Suisse S.A. 481 384
Nestlé Treasury Centre - Middle East & Africa Ltd. 25,622 23,741
Nestlé USA Inc. 71 -
Nestlé Waters Marketing & Distribution S.A.S. 5,134 -
Nestrade S.A. 72,323 1,647,799
Nestlé Enterprises S.A. 1,664,469 -
Société des Produits Nestlé S.A. 163,198 134,618
1,988,465 1,893,087
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25. Related Party Disclosure
yH Y Name of the Company Relationship Nature of Transaction 2021 2020

25.1. Transactions with Related Companies Rs./000s Rs.’000s

25.1.1. Recurrent Related Party Transactions

Recoveries/

Name of the Company Relationship  Nature of Transaction 2021 2020 Nestlé Pakistan Ltd. Affiliate (Reimbursement) (5.592) -

Rs.'000s Rs.'000s Nestlé Panama, S.A. Affiliate Exports - 4,921
LOTTE-Nestlé (Korea) Co., Ltd. Affiliate Imports : (4,665) lEXporttS - ;2?'222
Nestlé Asean (Malaysia) Sdn. Bhd. Affiliate Re-Export - (9,359) Nestlé Philippines, Inc. Affiliate mports - (831,339)

Recoveries/

Exports - 37,962 (Reimbursement) (2,540) 17,042
Nestlé Australia Ltd. Affiliate Imports/ Re-Export - (67,993) Nestlé (PNG) Ltd Affliate Exports ) 28 706
, . Serwces. Received (299,719) (408,215) Nestlé Products Sdn. Bhd. Affiliate Imports/ Re-Export - (34,246)
Nestlé Bangladesh Ltd. Affiliate Recoveries - 622 Services Received (11,124) (6,563)
Nestlé Brazil Ltda Affiliate Impgrts : B (1,851) Nestlé R&D Center (Pte) Limited Affiliate Recoveries/
Services Received (52) - (Reimbursement) = 671
Nestlé Business Service AOA Inc. Affiliate Services Received (334) (2,510) Nestlé Regional Service Centre (Malaysia)
Nestlé Cameroun S.A. Affiliate Imports/ Re-Export - (1,109) Sdn. Bhd. Affiliate Reimbursement - (746)
Nestlé Canada Inc. Affiliate Exports = 9,531 ) Dividend Payment* (2,683,656) (2,317,703)
Nestlé Deutschland AG Affiliate Recoveries - 156 Nestlé S.A. Parent PSUP & RSUP* (55,202) (92,623)
Nestlé Dominicana S.A. Affiliate Exports - 3,163 Imports - (982,750)
Nestlé Dubai Manufacturing LLC Affiliate Imports - (4,930) Nestlé Singapore (Pte) Limited Affiliate Reimbursement (310) (446)
E t 1,473,675 - i -
Nestlé Enterprises S.A. Affiliate Xports Recoveries 155
Imports (5,034,502) - Exports - 7.809
Nestlé France S.A.S. Affiliate Services Received (12,928) (9,107) Nestlé Suisse S.A. Affiliate Imports (478) (24,025)
Exports 1,018,135 417,236 Reimbursement (152) (203)
Imports (33,399) (20,623) o o N Exports _ 16,820
Nestlé India Ltd. Affiliate Services Received (255,423)  (292,750) Nestle Taiwan Limited Affiliate Recoveries ) 156
e BT
, N . Imports/ Re-Export - (14,008)
Nestlé Jamaica Limited Affiliate Exports - 77,148 Nestlé (Thai) Limited Affiliate Recoveries/
Nestlé Japan Limited Affiliate Exports - 33,778 (Reimbursement) 7,029 (63)
Exports - 45,614 Nestlé Treasury Centre-Middle East & Africa Ltd. Affiliate Loan Interest (94,131) (202,078)
Imports/ Re-Export - (391,861) o o N Exports - 60,404
Nestlé Manufacturing (Malaysia) Sdn. Bhd.  Affiliate Services Received (5,790) (2,955) Nestlé Trinidad and Tobago Limited Affiliate Recoveries - 34,745
Recoveries/ 7538 ) ) o y Exports - 46,101
(Reimbursement) 0 Nestlé UK Limited Affiliate Imports : (4,037)
Exports - 376,412 Nestlé USA. | Affiliat Services Received (2,401) (7,171)
5 Mi i ; estlé , Inc. iate i
Nestlé Middle East FZE Affiliate Regoverles/ 54 3.637 Recoveries 4,166 _
(Reimbursement) Exports ) 852
Nestlé Middle East Manufacturing LLC Affiliate Recoveries - 158 Nestlé Vietnam Ltd. Affiliate Imports/ Re-Export - (875)
Nestlé Nederland B.V. Affiliate ?POES . (309_) (1(2’;(5)(;; Nestlé Waters Management Affiliate Services Received (1,067) (575)
] ) ) ) » elm_ ursemeh ! Nestlé Waters Marketing & Distribution -
Nestlé Operational Services Worldwide S.A. Affiliate Services Received (19,174) (59,573) SAS Affiliate Imports/ Re-Export (13,332) (7,089)
Recoveries 13,475 158
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25.1.2.
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Name of the Company Relationship Nature of Transaction 2021 2020
Rs.'000s Rs.'000s

Exports 1,981,142 1,920,450

Imports (1,391,837) (2,503,054)

Nestrade S.A. Affiliate Recoveries 19,280 18,326
Services Rendered 33,961 34,113

Services Received (315,285) (252,372)

PT. Nestlé Indonesia Affiliate Reimbursement - (388)
General Licence Fee (1,933,643) (1,829,335)

Société des Produits Nestlé S.A. Affiliate Recoveries 1,341 -
Services Received - (4,028)

Reimbursement - (2,577)

* 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 29.8% (2020 - 28.5%).

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.

Non-Recurrent Related Party Transactions
Name of the Relationship Nature of 2021 2020
Company Transaction Value of Transaction Value of Transaction
As a % of As a % of
Rs/000s — 2%  peigoos — 0%
Assets Equity Assets Equity
. e - Capital
Nestlé Cote D'lvoire Affiliate ) (503) 0.0 0.0 - 0.0 0.0
Expenditure
Nestlé Treasury Centre Affiliate Loan Receipt 5,373,200 21.4 63.7 - 0.0 0.0
Middle East & Africa Loan
Ltd Settlement (1,893,000) 7.5 22.4 - 0.0 0.0
Nestrade S.A. Affiiate Capital - 00 00 (28268) 01 05

Expenditure

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.

Nestlé Lanka PLC

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 2021 2020
Rs."000s Rs.'000s

Executive Directors' Emoluments

Short-Term Employee Benefits 159,325 156,438
Share Based Payments 35,320 42,261
194,645 198,699
Non-Executive Director's Fees 1,800 1,800
196,445 200,499

25.3. Share-Based Payments (SBP)

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 that are granted to employees are vested 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, are to be transferred to employees. 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 2021 2020

Rs.'000s Rs.000s
Number of Shares Granted during the Year 3,006 2,467
Fair Value of Shares Granted during the Year 85,606 55,827
Total Expense Recognised in Statement of Profit or Loss 70,691 80,696

Carrying Amount as at the Reporting Date 124,336 108,848

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

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.
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(a) 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 excluding short term investments with banks represents the maximum credit
exposure, which at the reporting date is as;

As at 31 December 2021 2020

Rs."000s Rs."000s
Trade Receivables 1,881,834 1,797,703
Loans to Employees 369,401 394,277
Amount due from Related Parties 873,080 440,332
Other Non-Trade Receivables 86,761 71,115

3,211,076 2,703,427

The Ageing of Trade Receivables as at the reporting date were as:

Not past due 1,757,182 1,489,596
Past due 1 - 30 Days 160,685 322,091
Past due 31 - 60 Days 1,636 37,873
Past due 61 - 90 Days 2,683 10,108
Past due 91 - 120 Days 6,909 6,239
Past due more than 120 Days 56,118 58,327
Impairment of Trade Receivables (103,379) (126,531)

1,881,834 1,797,703

Nestlé Lanka PLC

(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 2021 2020
Less than 6 6-12 1-5 Lessthan 6 6-12 1-5
Months Months Years Months Months Years

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

Trade and Other Payables* 6,292,151 - 6,137,502 - -
Amounts due to Related Parties 1,988,465 - 1,893,087 - -
Loan from Related Party - - 5,386,500 1,893,000 - -

Other Current Financial Liabilities
(Excluding Lease Liabilities)

36,289 - - 89,798 - -

8,316,905 - 5,386,500 10,013,387 - -

*Excluding Statutory Liabilities, which are payable as per due dates.

(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 loans 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 policy
and prevailing banking regulations.

The Company’s objective of market risk management is to manage and control market risk exposure within
acceptable parameters, while optimising the return and/ or cost.

Annual Report 2021 93



Notes to the Financial Statements

Exposure to Currency Risk

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

As at 31 Dec 2021 Rs."000s

uUsD EUR SGD AUD CHF
Receivables 1,229,710 - - - -
Payables (7,404,121)* (222) 871 (20,560) (20,860)
Net Financial Position (6,174,411) (222) 871 (20,560) (20,860)
As at 31 December 2020
Receivables 681,034 - - - -
Payables (2,125,753) (111,653) (2,177) (45,799) (20,010)
Net Financial Position (1,444,719) (111,653) (2,177) (45,799) (20,010)

*Payables of Rs. 7.4 Bn includes the USD denominated foreign currency loan received from Nestlé Treasury Centre
Middle East & Africa Ltd., amounting to Rs. 5.4 Bn (USD 26.6 Mn).

The following significant exchange rates are applied:

As at 31 Dec 2021 31 Dec 2020
usD 202.50 185.25
EUR 228.95 227.82
SGD 149.97 140.23
AUD 147.02 142.82
CHF 221.42 210.31

Sensitivity Analysis

Strengthening/ weakening of the USD/ EUR/ 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 2021 As at 31 December 2020

Strengthening Weakening Strengthening Weakening
Profit or Loss Profit or Loss Profit or Loss Profit or Loss

Rs.'000s Rs.'000s Rs."000s Rs.'000s
USD (1% movement) (61,744) 61,744 (14,447) 14,447
EUR (1% movement) (2) 2 (1,117) 1,117
SGD (1% movement) 9 (9) (22) 22
AUD (1% movement) (206) 206 (458) 458
CHF (1% movement) (209) 209 (200) 200

Nestlé Lanka PLC

27.

Capital Risk Management

The Company'’s capital management is driven by the impact on shareholders of the level of total capital employed.
It is the Company’s policy to maintain a sound capital base to support the continued development of its business.

The Board of Directors seeks to maintain a prudent balance between the components of the Company’s capital and
monitors the capital structure and the net financial liabilities, in line with changes in global and local economic and
market conditions.

The gearing ratio (Financial Liabilities/ (Financial Liabilities + Equity)) of the Company is 40% as at 31 December
2021 (2020 : 26%).

Derivative Assets and Liabilities and Hedge Accounting
Derivative Financial Instruments

Company'’s derivatives mainly consist of currency forwards. Derivatives are mainly used to manage the fluctuations
of foreign currency exchange rates 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 and Other
Comprehensive Income 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 least on a quarterly basis to
ensure that an economic relationship exists between the hedged item 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 and Other Comprehensive Income.

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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Derivatives by Hedged Risks

As at 31 December 2021 2020
Rs.'000s Rs."000s
Contractual Fair Value Fair Value Contractual Fair Value Fair Value
or Notional Assets Liabilities or Notional Assets Liabilities
Amounts Amounts

Fair Value Hedges

Foreign Currency Risk - - = - - -
Cash Flow Hedges
Foreign Currency Risk 2,449 - 4 1,592,937 14,536 11,674

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 much 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 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 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 (2020 - 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 and Amounts due from Related Parties

Trade and other receivables and amount due from related parties 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 and Amounts due to Related Parties

Trade and other payables and amounts due to related parties 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.

Loan from Related Party

USD denominated loan from the related party which is expected to be settled in three years, is measured at amortised
cost and revalued at the exchange rate as at the reporting date. Therefore the carrying amount approximates the fair
value as at the reporting date.

Nestlé Lanka PLC

29.

30.

31.

32.

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.

As at 31 December Fair Value - Hedging

Instruments
2021 2020
Rs."000s Rs."000s
Financial Assets
Derivative - Forward Exchange Contract - 14,536
- 14,536
Financial Liabilities
Derivative - Forward Exchange Contract 4 11,674
4 11,674

Commitments

Capital Commitments - The capital commitment for the year 2021, which has been approved and contracted for, is
Rs. 732 Mn (2020 - Rs. 88 Mn).

Contingent Liabilities
There are no material contingent liabilities as at 31 December 2021.

Income Tax Assessments up to 2020 amounting to Rs. 302 Mn, were issued against the Company for which appeals
have been lodged with appropriate tax authorities. This was identified as a contingent liability as at 31 December
2020. In 2021, provisions have been made as detailed in Note 21.

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;

- An interim dividend of Rs. 20.00 per share amounting to Rs.1,074,509,260.00 was approved on 18 February
2022 by the Board of Directors and will be paid on 09 March 2022 for shareholders via bank transfers and on 23
March 2022 via cheques.

- The Board of Directors has proposed a final dividend of Rs. 35.00 per share amounting to Rs.1,880,391,205.00
for the year ended 31 December 2021, subject to approval by the Shareholders at the upcoming Annual General
Meeting of the Company.

Further, the Government of Sri Lanka in its Budget for 2022 has proposed a one-time tax, referred to as a surcharge
tax of 25% to be imposed on companies that have earned a taxable income in excess of Rs. 2.0 Bn for the year of
assessment 2020/2021. The proposed tax should be deemed an expenditure in the Financial Statements relating to
the year of assessment 2020/2021.

The Bill introducing the proposed tax was published after the reporting period and it has not been placed on the
Order Paper of the Parliament for its first reading before the date these Financial Statements were authorised for
issue. The proposed tax has not been substantively enacted by the end of the reporting period. Therefore, the
Financial Statements have not been adjusted to reflect the consequences of this proposal.

Except for above, there are no material events occurring after the reporting date that require a disclosure or an
adjustment to the Financial Statements.

Comparative Information
Comparative information has been reclassified where necessary to conform to the current year’s presentation.
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Good For My Planet
Tackling Plastic Pollution.

Committed to doing good for the planet, we
accelerated our journey to tackle plastic waste
pollution in Sri Lanka. With our bold ambition
of ensuring 100% of our packaging is recyclable
or reusable by 2025, we actioned several green
initiatives last year. We are proud to say that Nestlé
MILO became the 1%t Ready-To-Drink beverage
in Sri Lanka to switch to paper straws, making
its packaging 100% recyclable. In line with this
launch, we helped set up the first recycling plant
for aseptic beverage cartons in Sri Lanka and
helped strengthen waste collection infrastructure.




Good For My Planet
Stewardling resources for future generations

We have committed to reducing our greenhouse
gas emissions by 20% by 2025, 50% by 2030,
and achieving net zero emissions across the value
chain by 2050. We're proud to say that, while
increasing our production volumes, we have been
consistently minimizing harmful emissions and
our use of natural resources. Last year, we also
committed to a journey toward regeneration; to
help protect, renew, and restore food systems at
scale. Towards this end, we are closely working
with all our stakeholders across the value chain,
to support them in adopting more sustainable
practices from farm to end-of-shelf life of our
products.

-

TS e Eihi




Share Information

2l grsg |8 2| 32538 g|e 2| 259 28[3 58| 95z
— — N O o oo molY — — o o olo 5l < o<
oo o2 8| - 6lw
[ (7] o N~ N
S 03 A R
Y l N Y= 2 N — ™
5818358 'z [£88/3338¢8 58|1835598 |3 o5
= g 8| = Y © < © 8 § ® | o M ooy g 8| ©w© oW1 NI o
S S| oy ox © S o < M — W O MmO — 2 < O WO < < Miw =
de 0 W 0 O 0 n g wn — O — — Om .mmS O o~ O o
‘= 3 © o QN o) $ 5 TN Q9 o S O QMm@ NI~ e |l 0olow
0 > - N x5 = | - > — — — ©|m SO 5| ¥ |
[+ c S| w0 o Nw g | |~
o M 8 2 35| w o
N I £ <
R g 5 ¢
v ol oo - 1 |m o5 vl Wmonr~ —|o ol =~ © 0 — |0 2 g
°SF|lon o~ N Q2 5| ©oA o °S5T| oo~ — n
g S| Y™ © o T T ™ ™~
2 35| w o 2 35 2 5| w o)
i € < € < € <
m S @ s 9 s 9 = % m & &
= 2 s 4 s z e 5 6| © @<
% (7] (2] (2] o < — M|
o} [= (72} © O\
a = o
=) 1 =) -— =) — N i— M
= 2| 3588 '3 2| 32333c 21889588 |52 5|3
+ — — — O To) © OO0 «— —x - N NN —O k<)
© oo oo =
%) E —
5 8% 2| ¥ g|o
o S vl Lo~ o Y %5 9] 20 0 < YO S 9|l IO mo STm N = 8 ~ —| o
< S P9l oo~ N € Q90| m»mo o oo S|l T oY T oo 2| 5 -
A = @ @] M~ ©A S 0 g 6| N O ¥ NN o @] ® O © N~ NS m.m
o S 25| o= ™ S oL ]| momo ool — 2 S| o O o Oln SO
© de b IS 0] IS [¢e] n cun — O O~ O mmS N O O 0 O|N > 5
vl - = N IS s & 3 i O L SN[ o S D s LD A 2
5 D_.._“v 2 — ™ m Z MJ % _H 2 - - - @ % &
o |5 P4 S
Q S = &
IS N N
> ..m [ N 0D o NS o ..m 0 <t NN WO —|O ..o: n — NN M
c S 5| 2 o< N N 2 5| v 15%9) S ol wo —
o o T| M™ @ o T o o| L ¥ ©)
< 2 5| v T9) 2 3B 2 5| w o)
2| E% ES ES
o Z ®© Z ®© 2 ©
c £ £ £
o (7] 7)) "
S o
3 o
o o o o <
g | = o T o T o 5
B 8 o S 8 o S 8 o 8 &
= ) o8 389 o o889 o o8 8o 4
8 7 S 538 7 S 598 7 S 598 s
v b -2 T o e -9 T o s =S Y 0 ©
[ o o — o o — o o o~ Q —
o - o — = - o — = - o — = ‘= T 5
© g S .zC g S .52 3 S .52 S S 2
) e Q- 05 < Q S -0 3 < ] S -0 3 < o S S
> € — o0 O S 5 € — o0 O S 5 € -0 o S5 Q Z =2l
© E e 58 9 S e 58 ¢ 5 958 ¢ s CIRTAR
g= 2 - <=0 2 - =<0 2 - =<0 (8] £ |0
006'7S6'C 006'7S6'C  6G6'LGG'C  €4C'989'C €1C'989'C LE0'86C'Y  C6C'SIY'E  ¥6L'089'€C 8rG'€CC’c  G/LL06'C (S000 'sy) pasodoud [pied puspiniQ
0069 00°69 0S'Ly 0009 000§ 0008 05%9 0589 0009 007§ ('s¥) 8leys Jed puspiaig
61L'66 G8'%9 9L’y 8879 1919 [8L8 LL9L 67'0L .19 0L%S ('sy) a1eyg Jad sbujules
G9'90Z'L 199¥0'L eIVl €092L'L eeLe'L LLoyL'e LLBYL'C ¥.'190'C GL8L6'L LOPSL'L ('sy) a1eyg Jad adlid 12X abesoAY
:Aq pajuasaiday
797'96L'SL L/G'LL0'8  LGY'LBT'6  ¥66'€CE'6  €¥L'96C'9  0EE'LLL'9  8TE'EVL'S OV9'ErC'S  8L9VWL'S  Lib'€9S'Y
8LL'£06'9 (ceT'tGe’L) (wOC'viv)  (eve'ele)  (8/v'€/8'L) vS6'L9€  68C'ccl  (/6C'L/L)  [€G'¥EE  (TLL'OVE)
(G8v'0ze’e) (BoL'veLLL) (80L'68G°7) (2L8'vEE'S) (26/'6/C'6) (076'€C9'9) (614'8/E'9) (687'99G'G) (GEV'S8E'S) (/78'6L0'Y) Sell|iqerT Jualiny SS9
€09'/2C'9L 9/8'L¥6'6  vO6VLL'L €9S'Lev'L  VLE'90Y'L ¥/8'G86'9 800'L0G'9  C66'V6E'S TL6'6LL'S  GEL'GEL'E S18SSY Jualing
'S19SSY 1UaLND 1N
771'888'8  €08'69¢'6 GG9'GGL'6  E€VC'LET'OL LTT'0LL'8  9/£'60v'9  6€0°1C9'S  LE6VLY'S  L¥L'OL8Y  €GL'V06'Y S18SSY Jusiny-UON
:Aq pajuasaiday
797'96L'GL L/S'LL0'8  LGY'L8T'6  ¥66'€CE'6  €¥L'96C'9  0EE'LLL'9  8TE'EVL'S  OV9'EPC'S  8L9VWL'S  TP'E9S'Y
609'09€'L 88L'€80'C I¥8'LLL'E 8€8'889'C 80L'G6Y'L  v¥L'COE'L ¢69'Lce'L  TLL'GGL'L  020'6¢6 6L V6L Sal}|Igel] Jualn)-UoN
86€'L68'L 8CG'96E'G  ¥GE'TL6'Y  L06'L60'G  08L'€9C'Y LEG'LEG'Y LBEW8G'E  €/9'0GG'€ E€0¥'8/9'C 89L'LET'E SaMIBSaY pue sbujules paulelsy
GGT'LES GGT'LES GGT'LES GGT'LEG GGT'LEG GGT'LEG GGT'LES GGT'LES GGT'LEG GGT'LEG |ende) paiels

UOIHISOd [eIoUBUI4 JO JUBWIRIRIS

S000:sd S000:sd S000.sY S000.sY S000.sY S000:sy S000:sy S000.sy S000.sY S000.sy

1202 0202 6102 8102 £102 9102 6102 rL02 €102 2102

puUapIAIp pasodoid sapnpaul pUspIAI(] «
07 LL8'y  660°087'C 6V9'€LE'T  GZ9'6SE'T  98F'C/G'L  6L6'EC9  GBL'ECS 875205 6¢8'G6E  19'C0¢ S14oid pauleiay 1oN
(16€'088'L) (60G'7L0'L) (G6L'OV6)  (LEL'SPE'L) (LEL'€VE'L) (6LO'6YLT) (#9L'LL9'L) (ELE'FOG'L) (ELEV0G'L) (F0Z'68C'L) xPUBPIAI] [eUl
(60S'720°L) (L6€'088'L) (#9L'LL9L) (LEL'€vE'L) (LEL'eveE'L) (6LO'6YL'T) (8¢G'€q8’L) (188'SLL'T) (GlLZ'6LL'L) (S9L'LL9'L) «PUSPIAIQ WLIBU|

C0€'978'L  6667EY'S  809'GC6y  668'GP0'G 09/'6GC'Y  [G6'LI6'Y  [8V'886'E  TCL'T8LY  LGE'6LI'E  1BS'E0C'E uolnquisiq Joj sjqejieAe 140.d

€G0°LL L9Y'YLL oeg UsiLAA PUBpIAI] pawWie|pun

- (8gg'sl) - - - - - - S$910110d Bununoddy ul sebuey? jo 1edw
- - - - - - (G9€'8¢€9) - - - Xe| ules Jodng
660'087'C  6V9'€/E'C  GC9'6SEC  98¥'€LS'L  6l6'€C9 gol'ces 875206 628'G6€ z19'20€ 10'59¢ plemiod 1ybnolg siyold pauleisy
0SL'6CE'S  €88'9¥6'C  €86'G9S'C  L08'GBY'E  L¥8'GEQ'E  C9L'86EY  VIEWCL'Y  €68'98L'C  SyL'9LE’C  [L9G'8E6'C Xe| 1YY 1oid
(L6v'£18)  (8€0'LLe'L) (L16'€0T'L) (9G9'SGH'L) (1€8'860°L) (9LE'ele’l) (€8L'LOE'L) (¥06'8.6)  (99%'99/)  (9¥L'6CS) uonexe|
LV9'97L'9  1T6'€9C'y ¥68'69L'€  LSY'LY6'Y  TL9VELY 8L0'CTLL'S  L0S'SCY'S  L6L'G9LY  LLT'€E80Y  €LL'L9V'E Xe| 8i0jeg 14J0old
LVT'€9C'9 906'96F'v  1/8'880'F L8E'LYL'S 786'L88V GLL'TTL'S €LLLLY'S €60'6SLY  8LE'GEL'Y  £T8'699'C SaIlIAIY Buliesadp wolj 1yoid
6LL°0Cy'Sy GLZ'998'LE ¥B80'GSE'9E €¥6'9EE’LE T/Y'LO9'LE GBI'LIV'9E LLG'TOL'YE GB8B'C06'CE CLY'EL6'0E 88Y'LLG'8C SNUBASY

SWIodU| w>_mcw£o._a_tou J0 Juswialels

Ten Year Summary

S000.'sy S000.'sy S000.sd S000.sd S000.sy S000.'sy S000.'sy S000.sd S000.:sy S000.'sy
120¢ 020¢ 610¢ 810C L10c 910¢ S10¢ vioc €10C cloc

103

Annual Report 2021

Nestlé Lanka PLC

102



Share Information

Market Prices Per Share 2021 (Rs.) 2020 (Rs.)

Highest 29 June 1,650.00 10 December 1,348.90
Lowest 4 May 950.00 12 May 985.00
31 December 1,215.50 1,275.00
Public Holding as at 31 December 8.05% 9.18%
Number of Shareholders Represented by the

Public Holding 5,911 5,713

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 2021 : Rs. 5,265,916 (Rs.'000) As the float adjusted market

capitalisation is over Rs. 5 Bn, Nestlé Lanka PLC complies under option 3 of Rule 7.14.1 (a) of Listing Rules.

No. Names 2021 % 2020 %
1 Nestlé S.A. 49,400,234 91.95 48,793,746  90.82
2 Sri Lanka Insurance Corporation Ltd - Life Fund 264,404 0.49 264,404 0.49
3 Miss. N Harnam Neesha Joint Mrs. J.K.P. Singh Jasbinderjit 200,000 037 200,000 037
Kaur Piara
Deutsche Bank AG Singapore A/C 2 (DCS CLT Acc For Deutsche
4 Bank AG Singapore - PWM WM Client) 154,297 0.29 155,600 0.29
5 Seylan Bank Plc / W.D.N.H. Perera 149,878 0.28 - -
6 SSBT-Al Mehwar Commercial Investments L.L.C 144,758 0.27 144,758 0.27
7 RBC Investor Services Bank - Coeli Sicav |-Frontier Markets Fund 141,342 0.26 241,342 0.45
8 BPSS SIN-BNP Paribas Arbitrage S.N.C. 135,067 0.25 - -
9 Employee'S Provident Fund 100,000 0.19 100,000 0.19
10 Ceylon Investment PLC A/C 2 85,000 0.16 - -
11 BNYH RE-GHI Holdings Maruitius 75,000 0.14 75,000 0.14
12 Mrs. J.K.P. Singh Jasbinderjit Kaur Piara 74,661 0.14 72,194 0.13
SSBT-Frank Russel Trust Company Comingled Benefit Funds
13 Trust GNA-6QH3 61,980 0.12 125,396 0.23
14  Ceylon Guardian Investment Trust PLC A/C 2 60,400 0.11 - -
15 Mr. H.M. Udeshi Harin Moraji 60,000 0.11 - -
16 Colombo Investment Trust PLC 50,904 0.09 50,904 0.09
17  Fairfirst Insurance Limited - Technical Reserve 50,000 0.09 - -
18 Mr. Ml\/l Udeshi Morarji Meghji Joint Mrs. A.A. Merchant 45,000 0.08 45000 0.08
Asha Ajay
19  Mr. A.K.L. Hirdaramani Anil Kumar Lalchand 42,500 0.08 42,500 0.08
20 Miss. M.P. Radhakrishnan Meenambigai Priyadarshini 36,667 0.07 36,667 0.07
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Name of Company

Registered Office and Head Office

Legal Form

Company Registration Number
Company Secretary

Nestlé Lanka PLC Certifications

Environmental Protection Licence No :

Registrars

Legal Advisors

Auditors

Bankers

Financial Year
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. Nestlé Lanka PLC

: 440, T. B. Jayah Mawatha, Colombo 10, Sri Lanka

Tel: (+94 11) 2 696 304, 2 697 821, 2 699 991
Fax: (+94 11) 2 699 437
E-mail: info.srilanka@lk.nestle.com

Website: www.nestle.lk

: A public quoted Company with limited liability, incorporated in Sri Lanka on 29

January 1981 and listed on Colombo Stock Exchange.

: PQ20
: Keerthi Pathiraja

: FSSC 22000 version 5.1. (Food Safety System Certification)

ISO 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, Ceregrow and Cerelac Cereal
Based Foods for infants and young children, Milkmaid Sweetened Condensed
Milk, Nespray Nutri-Up and Nescafé Ice Coffee Flavoured Milks, Maggi Coconut
Milk Powder and our entire Maggi noodle range.

SLS 1672:2020 COVID-19 Safety Management System

Halal Certification, Kosher Certification, Organic Certification

345/2020 R18

: SSP Corporate Services (Pvt) Ltd.

101, Inner Flower Road, Colombo 3, Sri Lanka
Tel : 0112573894, 2 576 871

: Keerthi Pathiraja, Attorney-at-Law

D. L. & F. De Saram (Attorneys-at-Law)
Julius & Creasy (Attorneys-at-Law)
Nithya Partners (Attorneys-at-Law)

: Ernst & Young (Chartered Accountants)

: Citibank, N.A.

Commercial Bank

Hatton National Bank

The Hongkong and Shanghai Banking Corporation Limited
Standard Chartered Bank

: 1 January to 31 December
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Notice of Meeting

Notice is hereby given that the forty first (41st) Annual
General Meeting of Nestlé Lanka PLC will be held at
Committee Room B (Lotus) of the Bandaranaike Memorial
International Conference Hall (BMICH) Bauddhaloka
Mawatha, Colombo 07 on Thursday 9 June 2022, at 10.00
a.m for the following purposes:

1. To receive 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 2021.

2. To approve a final dividend of Rs. 35.00 for the year
ended 31 December 2021 as recommended by the
Board of Directors.

3. To re-elect as Managing Director Mr. Jason Avanceiia,
in terms of Article 64 of the Articles of Association.

4. To re-elect as Director Mrs. Kumudu Dias, in terms of
Article 64 of the Articles of Association.

5. To re-elect as Director Mr. Mohamed Reyaz Mihular, in
terms of Article 64 of the Articles of Association.

6. To re-elect as Director Mr. David Steven McDaniel,
in terms of Article 56, 57 and 58 of the Articles of
Association.

7. To re-elect as 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 75 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."

8. To reappoint the Auditors M/s. Ernst & Young and to
authorize the Directors to determine their remuneration.

By Order of the Board.
NESTLE LANKA PLC.

R Ca

Keerthi Pathiraja
Company Secretary

23 March 2022
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..................................................................................... being a member | members of the above named Company, hereby
appoint Mr. Suresh Narayanan (whom failing), Mr. Jason Avancefia (whom failing), Mrs. Kumudu Dias (whom failing),
Mr. David Steven McDaniel (whom failing), Mr. Mahen Dayananda (whom failing), Mr. Ranjan Seevaratnam (whom failing),
Mr. Dian Gomes (whom failing), Mr. Mohamed Reyaz MiNUIar OF ...
as my [ our proxy to represent mefus and vote for mefus on my/our behalf at the Forty first (41st) Annual General Meeting
of Nestlé Lanka PLC, to be held on Thursday, 9 June 2022, at 10.00 a.m. or at any adjournment thereof

Agenda [ Resolution For Against

1. To receive 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 2021.

2. To approve a Final Dividend for the year ended 31 December 2021 as recommended by the
Directors.

3. To re-elect as Managing Director Mr. Jason Avancefia, in terms of Article 64 of the Articles of
Association

4. To re-elect as Director Mrs. Kumudu Dias, in terms of Article 64 of the Articles of
Association.

5. To re-elect as Director Mr. Mohamed Reyaz Mihular, in terms of Article 64 of the Articles of
Association.

6. To re-elect as Director Mr. David Steven McDaniel, in terms of Article 56, 57 and 58 of the
Articles of Association

7. To re-elect as 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 75 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."

8 To reappoint the Auditors M/s. Ernst & Young and to authorize the Directors to determine
their remuneration
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Form of Proxy Attendance Form & Instructions

Instructions as to the completion Attendance Form

1. Kindly perfect the form of proxy legibly by filling in your full name and address in the spaces provided, along with the
date and your signature.

Full name of shareholder: e
2. If the proxy form is signed by an Attorney, the related Power of Attorney should also accompany the completed form of

proxy for registration, if it has not been already registered with the Company. Folio No

3. If the Shareholder is a Company or Corporate Body, the proxy form should be executed under its common seal in
accordance with its Articles of Association or Constitution. NIC No./Passport No./Company Registration No. USROS

4. In the absence of any specific instructions as to voting, the proxy may use his/her discretion in exercising the vote on

behalf of his appointor. No. of shares R

5. The completed form of proxy should be sent via e-mail to keerthi.pathiraja@lk.nestle.com, or by post to the registered Contact NOJEMAIl dAreSS
address of the Company at No. 440, T. B. Jayah Mawatha, Colombo 10, not less than 48 hours before the time appointed
for holding of the Annual General Meeting. )
SIgNatUre/Date

Instructions

1. Shareholders are requested to bring this attendance form to the Forty First (41st) Annual General Meeting of
Nestlé Lanka PLC to be held at the “Committee Room B (Lotus)”, of the Bandaranaike Memorial International
Conference Hall (BMICH), Bauddhaloka Mawatha, Colombo 07, on Thursday, 09 June 2022, at 10.00 am.

2. In the interest of protecting public health and safety, every participant to this meeting is required to follow the
health guidelines and adhere to all health and safety requirement while being at the premises of BMICH.

3. In meeting the social distance requirements, we are compelled to limit the number of participants at the
meeting hall to a maximum of 250 on a first come first serve basis.
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Nestle. Good food, Good life

Nestlé Lanka PLC

440, T.B. Jayah Mawatha, Colombo 10, Sri Lanka.
Tel.: 494 11 2 699 991

Web: www.nestle.lk



